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CHAPTER 79.
[ S. B. 47. 1

INSURANCE CODE.
AN ACT to provide an Insurance Code for the State of Washing-

ton; to regulate insurance companies and the insurance
business; to provide for an Insurance Commissioner; to
establish the office of State Fire Marshal; to provide pen-
alties for the violation of the provisions of this act; to re-
peal certain existing laws and to amend section 73 of
chapter 49, Laws of 1911 as last amended by section 1 of
chapter 103, Laws of 1939.

Be it enacted by the Legislature of the State of
Washington:

ARTICLE ONE
INITIAL PROVISIONS

SECTION .01.01 Short Title: This act constitutes Slhort
title.

the insurance code.
SEC. .01.02 Scope of Code: All insurance and scoPc of

insurance transactions in this state, or affecting sub-
jects located wholly or in part or to be performed
within this state, and all persons having to do there-
with are governed by this code.

SEC. .01.03 Public Interest: The business of in- Publicinterest.
surance is one affected by the public interest, requir-
ing that all persons be actuated by good faith,
abstain from deception, and practice honesty and
equity in all insurance matters. Upon the insurer,
the insured, and their representatives rests the duty
of preserving inviolate the integrity of insuranlce.

SEC. .01.04 "Insurance" Defined: Insurance is a "'Insurance"

contract whereby one undertakes to indemnify an- dfnd

other or pay a specified amount upon determinable
contingencies.

SEC. .01.05 "Insurer" Defined: "Insurer" as used "'Insurer"
defined.

in this code includes every person engaged in the
business of making contracts of insurance, other
than a fraternal benefit society. A reciprocal or
inter-insurance exchange is an "insurer" as used in
this code.
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"Insurance, E..10 "Insurance Transaction" Defined:
"Insurance transaction" includes any:

(1) Solicitation.
(2) Negotiations preliminary to execution.
(3) Execution of an insurance contract.
(4). Transaction of matters subs equent to execu-

tion of the contract and arising out of it.
(5) Insuring.

"Person." SEC. .01.07 "Person" Defined: "Person" means
any individual, company, insurer, association, or-
ganization, reciprocal or inter-insurance exchange,
partnership, business trust, or corporation.

Penalties. SEC. .01.08 Penalties: Violation of any provi-
sion of this code is punishable by a fine of not less
than ten dollars ($10) nor more than one thousand
dollars ($1,000), or by imprisonment for not more
than one (1) year, or both fine and imprisonment,
in addition to any other penalty or forfeiture pro-
vided herein or otherwise by law.

cntt- SC.109Constitutinlt:I-n rvso
tionality.,E..10 osiuinlt:I n rvso

of this code or the application thereof to any circum-
stance is held invalid, the remainder of the code, or
the application of the provision to other circum-
stances, is not affected thereby.

Existing SC 0.0Eitn fies otnainb
officers. SC 0.0Eitn fies otnainb

this code of any office existing under any act re-
pealed herein preserves the tenure of the individual
holding the office at the effective date of this code.

Existing SEC. .01.11 Existing Licenses: Every license or
licenses.

certificate of authority in force immediately prior to
the effective date of this code and existing under
any act herein repealed is valid until its original
expiration date, unless earlier terminated in accord-
ance with this code.

Existing SEC. .01.12 Existing Insurance Forms: Every forn'
insurance
forms, of insurance document in use at the effective date of

this code in accordance with the Commissioner's ap-
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proval pursuant to any act herein repealed, may con-
tinue to be so used unless the Commissioner other-
wise prescribes in accordance with this code.

SEC. .01.13 Existing Actions, Violations: No ac- 'Existing

tion or proceeding commenced, and no violation of iltos

law e);isting, under any act herein repealed is af -
fected by the repeal, but all procedure hereafter
taken in reference thereto shall conform to this code
as far as possible.

SEC. .01.14 Headings: The meaning or scope of Headings.

any provision is not affected by article, section, or
paragraph headings.

SEC. .01.15 Particular Provisions Prevail: Provi- prvicilas

sions of -this code relating to a particular kind of in- prevail.

surance or a particular type of insurer or to a
particular matter prevail over provisions relating to
insurance in general or insurers in general or to such
matter in general.

SEC. .01.16 Repealed Acts Not Revived: Repeal notd
revived.by this code of any act shall not revive any law here-

tofore repealed or superseded.

SEC. .01.17 Effective Date: This code shall be- Effective

comne effective on the first day of October, nineteendae

hundred and forty-seven.

ARTICLE TWO

INSURANCE COMMISSIONER

SEC. .02.01 Insurance Commissioner: 1. There Insurance

shall be an Insurance Commissioner of this state who 'ioner.

shall be elected at the time and in the manner that
other state officers are elected.

2. The Commissioner in office at the effective date continues
in offie.

of this code shall continue in office for the remainder
of the term for which he was elected and until his
successor is duly elected and qualified.

3. "Commissioner," where used in this code sioner mes~ans
Insurance

means the insurance Commissioner of this state. commnis-
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Terin of SEC. .02.02 Term ofOfc:Teterm of office ofoofOficeeTh
the Commissioner shall be four (4) years, commenc-
ing on the Wednesday after the second Monday in
January after his election.

Bond. SEC. .02.03 Bond: Before entering upon his duties
the Commissioner shall execute a bond to the state
in the sum of twenty-five thousand dollars ($25,000),
to be approved by the State Treasurer and the Attor-
ney General, conditioned upon the faithful per-
formance of the duties of his office.

Salary. SEC. .02.04 Salary: The Commissioner shall re-
ceive an annual salary of seven thousand five hun-
dred dollars ($7,500).

Seal. SEC. .02.05 Seal: The official seal of the Commis-
sioner shall be a vignette of George Washington, with
the words "Insurance Commissioner, State of Wash-
ington" surrounding the vignette.

General SEC. .02.06 General Powers, Duties: 1. The Coin-
duties, missioner shall have the authority expressly con-

ferred upon him by or reasonably implied from the
provisions of this code.

Enforce 2. The Commissioner shall execute his duties and
thi coe. shall enforce the provisions of this code.

3. The Commissioner may:
Make rules (1) Make reasonable rules and rgltosforandreuain
regulations, effectuating any provision of this code, except those

relating to his election, qualifications, or compensa-
tion. No such rules and regulations shall be effective
prior to their being filed for public inspection in the
Commissioner' s office.

Investigate. (2) Conduct investigations to determine whether
any person has violated any provision of this code.

hearngs. (3) Conduct examinations, investigations, hear-
ings, in addition to those specifically provided for,
useful and proper for the efficient administration of
any provision of this code.

Orders to be SEC. .02.07 Order, Notice: 1. Orders of the Comn-
ill writing, missioner shall not be effective unless made in writ-
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ing and signed by him or by his authority. Every
order shall contain a concise statement of the grounds
upon which it is based.

2. Every notice required to be given by the Coin- Notice in
wvriting.

missioner to any person shall:
(1) Be in writing in detail sufficient reasonably

to inform the person of the action taken or pro.-osed;
and

(2) Designate the provisions of this code pur- Refer to

suant to which action iE so taken or proposed; and
(3) State the grounds for such action. State

3. An order or a notice may be given by delivery Deriuery.

to the person to be ordered or notified or by mailing
it, postage prepaid, addressed to him at his residence
or principal place of business as last of record in the
Commissioner's office.

SEC. .02.08 Enforcement: 1. The Commissioner Enforcement

may prosecute an action in any court of competent
jurisdiction to enforce any order made by him pur-
suant to any provision of this code.

2. If the Commissioner has cause to believe that Prosecution.

any person has violated any penal provision of this
code or of other laws relating to insurance he shall
certify the facts of the violation to the public prose-
cutor of the jurisdiction in which the offense was
committed.

3. If the Commissionier has cause to believe that Injunction.

any person is violating or is about to violate any
provision of this code or any order of the Commis-
sioner, he may bring an action in any court of
competent jurisdiction to enjoin the person from
continuing the violation or doing any action in
furtherance thereof.

4. The Attorney General and the several Prose- Attorney
General and

cuting Attorneys throughout the state shall prosecute Prosecuting

or defend all proceedings brought pursuant to the Attorneys.

provisions of this code when requested by the Com-
missioner.

-7
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Deputies, SE..20DeuisEmlye:1ThCom-
employees. fc.20DeuisEmlye:1ThCo i-

sioner may appoint a Chief Deputy Commissioner,
who shall have power to perform any act or duty
conferred upon the Commissioner. The Chief Deputy
Commissioner shall take and subscribe the same
oath of office as the Commissioner, which oath shall
be endorsed upon the certificate of his appointment
and filed in the office of the Secretary of State.

Additional 2. The Commissioner may appoint additional
deputies.

Deputy Commissioners for such purposes as he may

Com mis- designate.
stoner 3. The Commissioner shall be responsible for the
responsible. official acts of his deputies, and may revoke at will

the appointment of any deputy.
Macrn lay 4ThComsinr epyad
ass tenfs 4ThComsinrmay emlyexaminers,an
and clerks, such actuarial, technical, and administrative assis-

tants and clerks as he may need for proper discharge
of his duties.

No interest 5.TeCrmsinroraydptormlye
in insurers. 5.TeC-msinroraydptormlye

of the Commissioner, shall not be interested, directly
or indirectly, in any insurer except as a policyholder.

Employees 6. The Commissioner may require any deputy or
may be
bonded. employee to be bonded as he shall deem proper but

not to exceed in amount the sum of twenty-five thou-
sand dollars ($25,000). The cost of any such bond
shall be borne by the state.

Delegation FE..21 omsine a eeae n
of powers )C 0.0Cmisoe a eeae n
and duties, power or duty vested in the Commissioner by any

provision of this code may be exercised or discharged
by any deputy, assistant, examiner, or employee of
the Commissioner acting in his name and by his au-
thority.

Offces. SEC. .02.11 Offices: The Commissioner shall have
an office at the State Capitol, and may maintain
such offices elsewhere in this state as he may deem
necessary.

Records. SEC. .02.12 Records: 1. The Commissioner shall
preserve in permanent form records of his procced-
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ings, hearings, investigations, and examinations, and
shall file such records in his office.

2. The records of the Commissioner and insurance 'Pcin

filings in his office shall be open to public inspection,
except as otherwise provided by this code.

3. Five (5) years after conclusion of transactions Records
which may

to which they relate, the Commissioner may destroy be esroed

any correspondence, claim files, working papers of years.

examinations of insurers, reports of examination of
insurers by insurance supervisory officials of other
states, void or obsolete filings relating to rates, li-
cense applications, cards, and records, expired bonds,
records of hearings, investigations, and any similar
records, documents, or memoranda now or hereafter
in his possession.

4. Ten (10) years after the year to which they Destruction

relate, the Commissioner may destroy any foreign years.

or alien insurer's annual statements, valuation re-
ports, tax reports, or similar records or reports now
or hereafter in his possession.

5. The Commissioner shall concurrently executeSumr
and file in a separate, permanent office file a certifi- records.

cate listing and giving a summary description of the
records, files, documents, memoranda, as they are
destroyed.

SEC. .02.13 Certificates, As Evidence: 1. Any Certiricates,

certificate or license issued by the Commissioner
shall bear the seal of his office.

2. Copies of records or documents in his office Adisil

certified to by the Commissioner shall be received
as evidence in all courts in the same manner and
to the same effect as if they were the originals.

3. When required for evidence in court, the Coin- in lieu

missioner shall furnish his certificate as to the au- missoner

thority of an insurer or other licensee in this state tsioy
on any particular date, and the court shall receive
the certificate in lieu of the Commissioner's testi-
mony.

[195
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Interstate SC 0.4Itrtt oprto:1 h on
cooperation. SE..21InesaeCoeain1.Teom

missioner shall to the extent he deems useful for the
proper discharge of his responsibilities under the
provisions of this code:

Consult and (1
cooperate, 1 Consult and cooperate with the public offi-

cials having supervision over insurance in other
states.

Jnt o- (2) Share jointly with other states in the em-
F.10im"Iclans. ployment of actuaries, statisticians, and other insur-

ance technicians whose services or the products
thereof are made available and are useful to the
participating states and to the Commissioner.

Joint estab- (3) Share jointly with other states in establishing
lishment of
offices, and maintaining offices and clerical facilities for pur-

poses useful to the participating states and to the
Commissioner.

Arrange- 2. All arrangements made jointly with other
nients in
writing, states under items (2) and (3) of paragraph one of,

this section shall be in writing executed on behalf of
this state by the Commissioner. Any such arrange-
ment, as to participation of this state therein, shall
be subject to termination by the Commissioner at any
time upon reasonable notice.

"National
Association 3 *For the purposes of this code "National Asso-
of Insurance
Commis- ciation of Insurance Commissioners" mean that vol-
sioners." untary organization of the public officials having

supervision of insurance in the respective states, dis-
tricts, and territories of the United States, whatever
other name such organization may hereafter adopt,
and in the affairs of which each of such public officials
is entitled to participate subject to the constitution
and by-laws of such organization.

commis- SEC. .02.15 Supplies, "Convention Blanks": The
sioner to
purchase Commissioner shall purchase at the expense of thesupplies. state and in the manner provided by law:

Eq upiet (1) Printing, books, reports, furniture, equip-
ment, and supplies as he deems necessary to the
proper discharge of his duties under this code.
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(2) "Convention form" insurers' annual state- fovetio

ment blanks, which he may purchase from any
printer manufacturing the forms for the various
states.

SEC. .02.16 Special Duties: The Commissioner Spe~cial

shall:
(1) Obtain and publish for the use of courts Publiish

and appi aisers throughout the state, tables showing
the average expectancy of life and values of annui-
ties and of life and term estates.

(2) Disseminate information concerning the in- GY~ive

surance laws of this state.

SEC. .02.17 Annual Report: The Commissioner reot

shall as early each year as accurate preparation
enables, transmit to the legislature a report of his
official transactions during the preceding calendar
year, containing for the year reported:

(1) A list of all insurers authorized to transact Information

insurance in this state, showing for each insurer its all ins.rers.

name, location, date of incorporation, date of ad-
mission into this state, capital funds, and kinds of
insurance transacted.

(2) Tabulated abstracts of the annual statements Abstracts of

of all authorized insurers as filed with the Commis- of insurers.

sioner.
(3) A statement as to insurers whose authority

to transact insurance in this state was terminated,
the reasons for each termination, and if for insol-
vency the amount of the insurer's assets and liabili-
ties as latest ascertained.

(4) A statement of his receipts and the sum of exedtrs

his expenditures.

(5) His recommendations for amendment of this Re orn

code, and additional information and recommenda- of code. 11

tions relative to insurance as he deems proper.

[I197]
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ARTICLE THREE

EXAMINATIONS

Examination SEC. .03.01 Examination of Insurers, Bureaus: 1.
of insurers.

The Commissioner shall examine the affairs, transac-
tions, accounts, records, documents, and assets of
each authorized insurer as often as he deems advis-
able. He shall so examine each domestic insurer not
less frequently than every three (3) years. Exami-
nation of an alien insurer may be limited to its in-
surance transactions in the United States.

Rating o- 2.A fe sh em dial n.at least
gNizatAioteonse.emsadiabe n

gnn ons.once in five (5) years, the Commissioner shall fully
Examining examine each rating organization and examining
bureaus.

bureau licensed in this state. As often as he deems it
Advisory or- advisable he may examine each advisory organiza-
ganizations.
Joint rein- tion and each joint underwriting or joint rein surance

group. group, association, or organization.
Applicants. 3. The Commissioner shall in like manner ex-

amine each insurer or rating organization applying
for authority to do business in this state.

sionmayg 4. In lieu of making his own examination, the
accept other Cm cet fl ftels
reports. Cmissioner may acetafl reportoftels

recent examination of a non-domestic insurer or rat-
ing or advisory organization, or joint underwriting
or joint reinsurance group, association or organiza-
tion, certified to by the insurance supervisory official
of the state of domicile or of entry.

Purpose and SEC. .03.02 Examination of Agents, Managers,
rqeeexamination. Promoters: For the purpose of ascertaining its condi-

tion, or compliance with this code, the Commissioner
may as often as he deems advisable examine the ac-
counts, records, documents, and transactions of:

Agents. (1) Any insurance agent, solicitor, broker or ad-
juster.

Managers. (2) Any person having a contract under which
he enjoys in fact the exclusive or dominant right to
manage or control a stock or mutual insurer.

[ 198 ]
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(3) Any person holding the shares of capital owning

stock or policyholder proxies of a domestic insurer control.
for the purpose of control of its management either
as voting trustee or otherwise.

(4) Any person engaged in or proposing to be Promoters.

engaged in or assisting in the promotion or forma-
tion of a domestic insurer, or an insurance holding
corporation, or a stock corporation to finance a do-
mestic mutual insurer or the production of its busi-
ness, or a corporation to be attorney-in-fact for a
domestic reciprocal insurer.

SEC. .03.03 Accounts Open, Corrected: 1. Every Reodst

person being examined, its officers, employees, and
representatives shall produce and make freely ac-
cessible to the Commissioner the accounts, records,
documents, and files in his possession or control re-
lating to the subject of the examination, and shall
otherwise facilitate the examination.

2. If the Commissioner finds the accounts to be May be
balanced at

inadequate, or improperly kept or posted, he may exeseo

employ experts to rewrite, post or balance them at
the expense of the person being examined.

SEC. .03.04 Examination Reports: 1. The Corn- Report
of each

missioner shall make a full written report of each examination.

examination made by him containing only facts as-
certained from the accounts, records, and documents
examined and from the sworn testimony of individ-
uals.

2. The report shall be certified by the Commis- certified

sioner or by his examiner in charge of the examina- adfld

tion, and shall be filed in the Commissioner's office
subject to paragraph three of this section.

3. The Commissioner shall furnish a copy of the copy to
eamnine.

examination report to the person examined not less o
than ten (10) days prior to the filing of the report
for public inspection in the Commissioner's office. If
such person so requests in writing within such ten-
day period, the Commissioner shall hold a hearing to Haigon

[199]
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consider objections of such person to the report as
proposed, and shall not so file the report until after
such hearing and until after any modifications in the

Modification, report deemed necessary by the Commissioner have
been made.

Ile orts SEC. .03.05 Reports Withheld: The Commissioner
w'ithheld.

may withhold from public inspection any examina-
tion or investigation report for so long as he deems
it advisable.

Examination SEC. .03.06 Examination Expense: 1. Examina-
expese. tions within this state of any insurer domiciled or

having its home offices in this state, other than a title
Examination insurer, made by the Commissioner or his examiners
in state.

and employees shall, except as to fees, mileage, and
expense incurred as to witnesses, be at the expense
of the state.

Examination 2. Every other examination, whatsoever, or any
outside state.

part of the examination of any person domiciled or
having its home offices in this state requiring travel
and services outside this state, shall be made by the
Commissioner or by examiners designated by him
and shall be at the expense of the person examined-,
but a domestic insurer shall not be liable for the
compensation of examiners employed by the Com-
missioner for such services outside this state.

Payment of 3 h esneaie n ibeteeo hl
expenses. 3 h esneaie n ibeteeo hl

pay to the Commissioner's examiners upon presenta-
tion of itemized statement thereof, their actual travel
expenses, their reasonable liv'ng expense allowance,
and their per diem compensation at a reasonable rate
approved by the Commissioner, incurred on account
of the examination. Except, that a domestic title
insurer shall pay the examination expense and costs
to the Commissioner as itemized and billed by him.

No addi- h omsinro i xmnr hl o e
tional emolu- ThComsinrohiexmnrsalntr-
ments for
examination. ceive or accept any additional emolument on account

of any examination.
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WitnessesSEC. .03.07 Witnesses Subpoenaed: I. The Corn- and docu-

missioner may take depositions, may subpoena wit- poenad.

nesses or documentary evidence, administer oaths,
and examine under 6ath any individual relative to
the affairs of any person being examined, or relative
to the subject of any hearing or investigation.

2. The subpoena shall have the same force and Effect of

effect and shall be served in the same manner as if
issued from a court of record.

3. Witness fees and mileage, if claimed, shall be Winessfees

allowed the same as for testimony in a court of record.
Witness fees, mileage, and the actual expense neces-
sarily incurred in securing attendance of witnesses
and their testimony shall be itemized, and shall be
paid by the person as to whom the examination is Payment.

being made, or by the person if other than the Com-
missioner, at whose request the hearing is held.

4. If any individual fails to obey the subpoena, or Failure to
appear or

obeys the subpoena but refuses to testify when re- testify.

quired concerning any matter under examination
or investigation of the subject of the hearing, the
Commissioner shall file 'his written report thereof
and proof of service of his subpoena, in any court of
competent jurisdiction in the county where the ex-
amination, hearing, or investigation is being con-
ducted. Thereupon the court shall forthwith cause pr~ee~ts

the individual to be brought before it and shall pun-
ish him as if. the failure or refusal related to a sub-
poena from or testimony in that court.

SEC. .03.08 Testimony Compelled: A person shall nainn

not be excused from attending and testifying or pro-ecue
ducing any evidence upon any examination, hearing,
or investigation conducted by or under authority of
the Commissioner, on the ground that his testimony
or the evidence required of him may tend to incrimi-
nate him or subject him to a penalty or forfeiture. No No punish-

person shall be prosecuted or punished in any crimi- offenses

nal action or proceeding for or on account of any act,adit.
transaction, matter or thing concerning which he is

[ 201]
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Perjury is cmeld poueeiec rt
exception. so cople opoueeiec rto testify under

oath, except for perjury committed in such testi-
mony.

ARTICLE FOUR

HEARINGS AND APPEALS
Hearng . SEC. .04.01 Hearings: 1. The Commissioner may

hold a hearing for any purpose within the scope of
this code as he may deem necessary. He shall hold a
hearing:

by require (1) if required by any provision of this code, or
Upnd (2) upon written demand for a hearing made by

any person aggrieved by any act, threatened act, or
failure of the Commissioner to act, if such failure is
deemed an act under any provision of this code, or
by any report, promulgation, or order of the Commis-
sioner other than an order on a hearing of which
such person was given actual notice or at which such
person appeared as a party, or order pursuant to the
order on such hearing.

Demand2Avsuhdmnfoa
must state 2.1ysc emn o hearing shall specify
grounds. in what respects such person is so aggrieved and the

grounds to be relied upon as basis for the relief to
be demanded at the hearing.

thiry dys. 3. The Commissioner shall hold such hearing de-
manded within thirty (30) days after his receipt of
the demand, unless postponed by mutual consent.

Action SEC. .04.02 Stay of Action: 1. Such demand for a
styd auto-

=ratlaly. hearing received by the Commissioner prior to the
effective date of action taken or proposed to be taken
by him shall stay such action pending the hearing,
except as to action taken or proposed:

(1) under an order on hearing, or
Exceptions. (2) under an order pursuant to an order on hear-

ing, or
(3) under an order to make good an impairment

of the capital funds of an insurer.
2. In any case where an automatic stay is not

provided for, and if the Commissioner after written
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request therefor fails to grant a stay, the person Cor1t.may

aggrievad thereby may apply to the Superior Court
for Thurston County for a stay of the Commissioner's
action.

SEC. .04.03 Hearing Place, Public: The hearing Hern

shall be held at the place dcsignated by the Commis-
sioner, and at his discretion it may be open to the
public.

SEC. .04.04 Notice of Hearing: 1. The Commis- Notice of

sioner shall, not less than ten (10) days in advance, hearing.

give notice to each person to be affected by the
hearing, of the time and place thereof and specifying Ten days.

the matters to be considered at the hearing.
2. If under paragraph one of this section notice Noie b

of a hearing would be required to be given to more ?ncertain
cases.

than one hundred (100) persons, in lieu of the notice
provided for in sach paragraph and for the purposes
of section .30.01 only, the Commissioner may give
notice of the hearing by publishing the notice in five
(5) daily newspapers at least once each we.ek during
the four (4) weeks immediately preceding the week
in which the hearing is to be held. One of such news- Pubulied in

papers must be published in the eastern part of this newspapers.

state;, one of such newspapers must be published in
the general central or south-central portion of this
state; one of such newspapers must be published in
the general northwestern portion of this state; one
of such newspapers must be published in the general
west-central portion of this state, and one of such
newspapers must be published in the general south-
western portion of this state.

Any such published notice shall state the time Cnet

and place of the hearing and shall specify the matters
to be considered thereat.

SEC. .04.05 Show Cause Notice: If any person is Show cause

entitled to a hearing by any provision of this code
before any proposed action is taken, the notice of the

[ 203]1
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proposed action may be in the form of a notice to
show cause stating that the proposed action may be
taken unless such person shows cause at a hearing
to be held as specified in the notice, why the pro-
posed action should not be taken, and stating the
basis of the proposed action.

Adjore SEC. .04.06 Adjourned Hearing: The Commis-
rn. sioner may adjourn any hearing from time to time

and from place to place without other notice of the
adjourned hearing than announcement thereof at the
hearing.

Non-atten- SEC. .04.07 Non-attendance: The validity of any
dance, hearing held in accordance with the notice thereof

shall not be affected by failure of any person to at-
tend or to remain in attendance.

Procedure. SEC. .04.08 Procedure: 1. The Commissioner
shall preside at the hearing and shall keep a true and
concise record of the proceedings thereat. Formal
rules of pleading or evidence need not be observed
in the hearing.

Stenographiic 2. At the expense of and at the written request
recor seasonably made by any person affected by the hear-

ing, the Commissioner shall cause a full stenographic
record of the proceedings to be made by a competent
stenographic reporter and if transcribed such record
shall be made a part of the Commissioner's record of
the hearing.

Who may 3. The Commissioner shall allow any person af-
testify. fected by the hearing to be present during the giving

of all testimony and shall allow him a reasonable
opportunity to inspect all documentary evidence, to
examine witnesses, and to present evidence in sup-
port of his interest. Upon good cause shown, the

Intervention. Commissioner may permit any person to intervene,
appear, and be heard at the hearing.

Full 4. Any person heard shall make full disclosure of
disclosure, facts pertinent to the subject of inquiry as requested
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by the Commissioner or by any person affected by
the hearing.

SEC. .04.09 Order on Hearing: 1. Within thirty Order on

(30) days after the termination of a hearing the hearing.

Commissioner shall make his order thereon and shall,
subject to paragraph four of this section, give a copy
of the order to each person to whom notice of the
hearing w&3 given or required to be given.

2. The order shall contain: ontorer.s
(1) A concise statement of the action taken.
(2) The effective date of such action.
(3) A designation of the provisions of this code

pursuant to which the action is taken.
(4) A concise statement of the findings of the

Commissioner in support of the action.
3. An order on hearing may confirm, modify, or scopeo of

nullify action taken under an existing order, or may
constitute the taking of any new action coming with-
in the scope of the notice of such hearing.

4. If notice of such hearing was given by publica- Publication

tion as provided for in section .04.04, the Commis-ofrd.
sioner may publish the order on hearing once each
week for four (4) successive weeks in the same news-
papers in which such notice was published, the first
such publication to be made on the date of the order.
Such publication of the order on hearing shall be in
lieu of the requirement that a copy of such order be
given to each person as provided in paragraph one
of this section.

SEC. .04.10 Appeal from Commissioner's Order: Appeal from

1. Any person aggrieved on account of any official soe'

action or threatened a ction of the Commissioner, or odr

of his failure to act if such failure is deemed to con-
stitute an act under any provision of this code, may
demand a hearing thereon as provided in section
.04.01, and may appeal from the Commissioner'sToSprr
order made pursuant thereto. Such appeal shall be Court for

Thurstontaken only to the superior court for Thurston County County.
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and only from an order refusing a hearing or an
order on hearing. An appeal may be so taken by any
person aggrieved by such order refusing a hearing

Time for or by such order on hearing.
appeal. 2. The appeal must be taken within thirty (30)

days after the order complained of was given by the-
Commissioner, or, if the order was published as pro-
vided in section .04.09, within thirty (30) days after
the date of the last such publication. If not so taken,
the right to appeal from or restrain action under the
order shall conclusively be deemed to have been
waived.

How appeal SEC. .04.11 How Appeal Taken: The appeal shall
taken.

be taken by filing with the clerk of the superior court
for Thurston County a petition for a review of the
Commissioner's order, containing a copy of the order
and a statement of the particulars in which it is
claimed that the order is in error and a statement of
the relief prayed for, and by serving upon the Com-
missioner a copy of the petition, certified by the clerk
of the court to be a true copy.

Record to SEC. .04.12 Record to Court: Upon being served
court.

with a copy of the petition for review of an order on
hearing, the Commissioner shall forthwith prepare
and file with the clerk of the court a true and com-
plete transcript of his record of the hearing on which
the order appealed from was made. The cost of the
transcript may be included in the costs allowed by
the court.

Hearing SEC. .04.13 Hearing the Appeal: The court shall
tile appeal.

give precedence to and may summarily hear and de-
termine the appeal. The court shall hear the appeal
upon the transcript of the record of the Commis-
sioner's hearing and on such additional proper evi-
dence as may be offered by any party. After consid-
ering the evidence the court may affirm, modify, or
set aside the order appealed from. Costs shall be
awarded as in civil cases.
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SEC. .04.14 Stay of Action on Appeal: 1. The tak- 'ly1

ing of an appeal shall not stay any action taken or appeal.
proposed to be taken by the Commissioner under the
order appealed from unless a stay is granted by the
court at a hearing held as part of the proceedings on
appeal.

2. A stay shall not be granted by the court in any No stay if

case where the granting of a stay would tend to in- Its

jure the public interest. In granting a stay, the court
may require of the person taking the appeal such
security or other conditions as it deems proper.

3. If the order appealed from is one suspending, affe
revoking, or refusing to renew an agent's, broker' s, licenses.

solicitor's or adjuster's license, the appellant by filing
a bond with the clerk of the court, subject to ap-
proval of the court, in the sum of five hundred dol-
lars ($500), conditioned to pay all costs that may be
awarded against him, may, if filed prior to the effec-
tive date of such order, supersede the order appealed
from until the final determination -of the appeal.

SEC. .04.15 Appeals to Supreme Court: An appeal Appeals to
Supreme

may be taken to the Supreme Court of this state as in Couv't.

civil actions from a judgment of the Superior Court
made pursuant to any provision of this article. Such
appeals shall be advanced upon the trial calendar of
the Supreme Court and be heard at the earliest con-
venient date.

ARTICLE FIVE

INSURERS-GENERAL REQUIREMENTS

SEC. .05.01 "Domestic" -"Foreign"-"-!Aliena" In- Di'Mestic"
insurer.

surers: 1. A "domestic" insurer is one formed under
the laws of this state.

insurer is Fogn'2. A "foreign" inue sone formed under the insurer.
laws of the United States, of a state or territory of
the United States other than this state, or of the
District of Columbia.

3. An "alien" insurer is one formed under the nsrr

laws of a nation other than the United States.
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tates."4. For the purposes of this code, "United States,"
when used to signify place, means only the states of
the United States, the Territories of Alaska and Ha-
waii, the government of Puerto Rico and the District
of Columbia.

certificate SEC. .05.03 Must Have Authority: 1. No person
of authority
required, shall act as an insurer and no insurer shall transact

insurance in this state other than as authorized by a
certificate of authority issued to it by the Commis-
sioner and then in force; except, as to such transac-
tions as are expressly otherwise provided for in this
code.

Contents of 2 etfct uhrt pcf
certificate. 2.Every cricaeof atoiyshall seiythe

name of the insurer, the location of its principal office,
the name of and location of the principal office of
its attorney-in-fact if a reciprocal insurer, and the
kind or kinds of insurance it is authorized to transact
in this state.

Aotdeest3.ing investigation and adjustment of any claim
Insrane. in this state arising under an insurance contract is-

sued by an unauthorized insurer, shall not be deemed
to constitute the transacting of insurance in this state.

ualilca- SEC. .05.04 Qualifications for Authority: To qual-
authority. ify for and hold a certificate of authority an insurer

must:
Nature of
organization. (1) Be a stock, mutual, or reciprocal insurer of

the same general type as may be formed as a domestic
insurer under the provisions of article six of this
code; and

Capitalf u nd S. (2) Have capital funds as required by this code,
based upon the type and domicile of the insurer and
the kinds of insurance proposed to be transacted; and

Nature of
transactions. (3) Transact or propose to transact in this state

insurances authorized by its charter, and only such
insurance as meets the standards and requirements
of this code; and

Compyrun opywtan ulf codn o
withico.de. (4) Fulycml ih n ulf codn o

the other provisions of this code.
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SEC. .05.05 "Charter" Defined: "Charter" means "Charter."

articles of incorporation, articles of agreement, arti-
cles of association of a corporation, or other basic
constituent document of a corporation, or subscrib-
ers' agreement and attorney-in-fact agreement of a
reciprocal insurer.

SEC. .05.06 "Capital Funds" defined: "Capital "Cailtal

funds" means the excess of the assets of an insurer
over its liabilities. Capital stock, if any, shall not be
deemed to be a liabiilty for the purposes of this sec-
tion.

SEC. .05.07 Application for Authority: To apply Aplcto

for an original certificate of authority an insurer
shall:

(1 '~Contents of(1 File with the Commissioner its request there- request.
for showing:

(a) Its name, home office location, type of in-
surer, organization date, and state or country of its
domicile.

(b) The kinds of insurance it proposes to trans-
act.

(c) Additional information as the Commissioner Additional
information.

may reasonably require.
(2) File with the Commissioner:
(a) A copy of its charter as amended, certified, Charter.

if a foreign or alien insurer, by the proper public
officer of the state or country of domicile.

(b) A copy of its by-laws, certified by its proper By-laws.

officer.
(c) A statement of its financial condition, man- Financialstatement.

agement, and affairs on a form satisfactory to or fur-
nished by the Commissioner.

(d) If a foreign or alien insurer, or a domestic Aepointment

reciprocal insurer, an appointment of the Commis- ony

sioner as its attorney to receive service of legal pro-
cess.

(e) If an alien insurer, a copy of the appointment
[ 209]1
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tnitent and authority of its United States manager, certified
States
manager, by its proper officer.
Proof of (f) If a foreign or alien insurer, a certificate fromorganization, the proper public official of its state or country of

domicile showing that it is duly organized and is
authorized to transact the kinds of insurance pro-
posed to be transacted.

Declaration. (g) If a domestic reciprocal insurer, the declar-
Otheration required by section .10.09 of this code.

documents, (h) Other documents or stipulations as the
Commissioner may reasonably require to evidence
compliance with the provisions of this code.

Fees. (3) Deposit with the Commissioner. the fees
required by this code to be paid for filing the ac-
companying documents, and for the certificate of
authority, if granted.

Foeg E.Foreign orinIsrr-Deposit: 1. Prior
ni . ~ .. 50 oeg nsurers
deposit. to the issuance of a certificate of authority to a for-

eign insurer, it shall make a deposit of assets with
the State Treasurer through the Commissioner for
the protection of all its policyholders, or of all of
its policyholders and obligees or its policyholders
and obligees within the United States, in amount and
kind, subject to section .14.04, the same as is required
of a like domestic insurer transacting like kinds of
insurance.

Certificate 2. In lieu of such deposit or part thereof thein lieu of
deposit. Commissioner may accept the certificate of the

public official having supervision over insurers in
any other state to the effect that a like deposit by
such insurer or like part thereof in equal or greater
amount is held in public custody in such state.

Alien S.7,c. .05.09 Alien Insurers-Assets Required: 1.insurers-
asetsied An alien insurer shall not be authorized to transact

insurance in this state unless it maintains within the
United State~s assets in amount not less than its out-
standing liabilities arising out of its insurance trans-
actions in the United States, of which assets there
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is deposited in trust an amount not less than the
required ieserves under its policies in force in the
United States after deducting, in the case of a life
insurer, the amount of outstanding policy loans n
such policies, and which assets shall be in addition
to the larger of the following sums:

(1) The largest amount of deposit required by Arount of

this code to be made in this state by any type of sti
domestic insurer transacting like kinds of insurance; insurer or

or
(2) Two hundred thousand dollars ($200,000). $200 00,,
2. The trust deposit shall be for the security of is larger.

all policyholders or policyholders and obligees of the.
insurer in the United States. It shall niot be subject
to diminution below the amount currently deter-
mined in accordance with paragraph one of this sec-
tion so long as the insurer has outstanding any lia-
bilities arising out of its business transacted in the
United States.

3. The trust deposit shall be maintained with of trust
public depositaries or trust institutions within the deposit.

United States approved by the Commissioner.

SEC. .05. 10 Deposit Resolution: An alien insurer Deposit

shall file with the Commissioner a certified copy
of the resolution of its governing board by which
the trust deposit was established, together with a
certified copy of any trust agreement under which
the deposit is held.

SEC. .05.11 Authority Issued: If the CoMmis- Authority
issued.

sioner finds that an insurer has met the requirements
for and is fully entitled thereto under this code, he
shall issue to it a proper certificate of authority. If
the Commissioner does not so find, the authority shall
be refused within a reasonable length of time fol-
lowing completion by the insurer of the application
theref or.

SEC. .05.12 Expiration, Renewal, Amendment: Expiration.

1. All certificates of authority shall expire on the
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Annual.rnwl thirty-first day of March next succeeding date of
issue or renewal, and if the insurer qualifies therefor
its certificate shall be renewed annually for a period
of not more than one (1) year:

Amendment. 2. The Commissioner may amend a certificate
of authority at any time in accordance with changes
in the insurer's charter or insuring powers.

Refusal or SEC. .05.13 Refusal or Revocation-Mandatory
revocation.f

Provisions: The Commissioner shall refuse to renew
or shall revoke or suspend an insurer's certificate

Maondtor of authority, in addition to other grounds therefor
in this code, if the insurer:

Foreign ()Is a frinor alien insurer and no lneor alien () frinlne
insurer. qualifies or meets the requirements for the authority;

or, is a domestic mutual or domestic reciprocal in-
surer, and fails to make good a deficiency of assets
as required by the Commissioner.

ostc (2) Is a domestic stock .nsurer and has assets
insurer, less in amount than its liabilities, including its capital

stock as a liability, and has failed to make good such
deficiency as required by the Commissioner.

Exceeds its (3) Koigyexceeds its charter poesorauthority. Koigypwr
its certificate of authority.

Reusal.wn SEC. .05.1.1 Ref us 'il, Suspension, Revocation-
revocation. Discretionary Provisions: The Commissioner may

refuse, suspend, or revoke an insurer's certificate of
Discretion -auhrtgons~~rri
ary grounds, uhoiy in addition to othergrudthefri

this code, if the insurer:
Foml t 1 Fails to comply with any provision of this
code or rfsl
orders, code other than those for violation of which rfsl

suspension, or revocation is mandatory, or fails to
comply with any proper order of the Commissioner.

H,,azrous (2) Is found by the Commissioner to be in such
condition that its further transaction of insurance in
this state would be hazardous to policyholders and
the people in this state.

[ 212]1

CH. 79.]



SESSION LAWS, 1947. [u 9

(3) Refuses to remove or discharge a director Oficr
victed ofor officer who has been convicted of any crime in- crime not

volving fraud, dishonesty, or like moral turpitude. rmvd

(4) Usually compels claimants under policies Poor
settlements.

either to accept less than the amount due them or
to bring suit against it to secure full payment of
the amount due.

(5) Is affiliated with and under the same general No certificate

management, or interlocking directorate, or owner-
ship as another insurer which transacts insurance
in this state without having a certificate of authority
therefor, except as is permitted by this code.

(6) Refuses to be examined, or if its directors , Reus, to~

officers, employees or representatives refuse to sub-
mit to %examination or to produce its accounts, rec-
ords, and files for examination by the Commissioner
when required, or refuse to perform any legal obli-
gation relative to the examination.

Fails topa
(7) Fails to pay any final judgment rendered final

against it in this state upon any policy, bond, recog- judgment.

nizance, or undertaking issued or guaranteed by it,
within thirty (30) days after the judgment became
final or within thirty (30) days after time for taking
an appeal has expired, or within thirty (30) days
after dismissal of an appeal before final determina-
tion, whichever date is the later.

SEC. .05.15 Notice of Intent: The Commissioner Notice of
intent.

shall give an insurer notice of his intention to sus-
pend, revoke, or refuse to renew its certificate of
authority not less than ten (10) days before the
order of suspension, revocation or refusal is to be-
come effective; except that no advance notice of
intention is required where the order results from
a domestic insurer's failure to make good a deficiency
of assets as required by the Commissioner.

SEC. .05.16 Suspension Period: The CoMMis- Suspension
sioner shall not suspend an insurer's certificate of rld

authority for a period in excess of one (1) year, and
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he shall state in his order of suspension the period
during which it shall be effective.

'Revival. SEC. .05.17 Revival: No insurer whose certificate
of authority has been suspended, revoked, or refused
shall subsequently be authorized unless the grounds
for such suspension, revocation, or refusal no longer
exist and the insurer is otherwise fully qualified.

Notice. SEC. .05.18 Notice, Agent's Licenses: Upon the
agent'sicenses, suspension, revocation or refusal of an insurer's cer-

tificate of authority, the Cow1 n'issioner shall give no-
tice thereof to the insurer and shall likewise sus-
pend, revoke or refuse the authority of its agents
to represent it in this state and give notice thereof
to the agents.

Insurer's SEC. .05.19 Insurer's Name: 1. Every insurer
name.

shall conduct its business in its own legal name.
nimislao 2. No insurer shall assume or use a name de-
permitted. ceptively similar to that of any other authorized

insurer.

stonerSEC. .05.20 Commissioner Appointed Attorney:
attone. 1. Each authorized foreign or alien insurer shall

appoint the Commissioner as its attorney to receive
service of, and upon whom shall be served, all legal
process issued against it in this state upon causes
of action arising within this state. Service upon
the Commissioner as attorney shall constitute service

Service of
legal process. upon the insurer. Service of legal process against

such an insurer can be had only by service upon
the Commissioner.

Designationitth
of person 2. Wit h appointment the insurer shall des-
torocessr ignate by name and address the person to whom

for.rdd.the Commissioner shall forward legal process so
served upon him. The insurer may change such
person by filing a new designation.

Appointmentaponm t
irrevocable. 3. The apitetof the Commissioner as

attorney shall be irrevocable, shall bind any suc-
cessor in interest or to the assets or liabilities of
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the insurer, and shall remain in effect as long as
there is in force in this state any contract made
by the insurer or liabilities or duties arising there-
from.

SEC. .05.2 1 How Service Mrtde: 1. Duplicate How service
mnade.

copies of legal process against an insurer for whom
the Commissioner is attorney shall be served upon
him either by a person competent to serve a sum-
mons, or by registered mail. At the time of service
the plaintiff shall pay to the Commissioner two dol-
lars ($2), taxable as costs in the action.

0onms
2. The Commissioner shall forthwith send one sioner f'or.

of the copies of the process, by registered mail with of pocss

return receipt requested, to the perscn designated
for the purpose by the insurer in its most recent such
designation filed with the Commissioner.

3. The Commissioner shall keep a record of the tconuns-

day and hour of service upon him of all legal process. keep records.

No proceedings shall be had against the insurer,
and the insurer shall not be required to appear, plead, fot dy
or answer until the expiration of forty (40) days to Plead.

after the date of service upon the Commissioner.

SEC. .05.22 Venue: Suit upon causes of action VenefU.

arising within this state against an insurer upon
an insurance contract shall be brought in the county
where the cause of action arose.

SEC. .05.23 Agents Required, Countersignature: Agents~required,
1. No insurer shall issue an insurance contract coy- counte, -
ering a subject of insurance resident, located, or to
be performed in this state unless the insurance con-
tract or countersignature endorsement is counter-
signed by its licensed agent, or manager or general
agent, resident in this state, except as provided in
section .05.24. The Commissioner may suspend or
revoke the certificate of authority of any insurer
violating this provision.

2. An agent, general agent, or manager shall Njo counter-

not sign or countersign any insurance contract or blank.
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countersignature endorsement in blank. The Com-
missioner may suspend or revoke the license of any
agent or general agent violating this provision.

Insurance 3.Scviltossalntivldtayi-
poIles not 3 uhvoain hl itivldt n n
Invaldated. surance contract.

Exceptions. SEC. .05.24 Exceptions: The provisions of section
.05.23 shall not apply to reinsurance contracts be-
tween insurers, to life or disability insurances, or
to insurance contracts:

Surplus line (1 Isudaalieudrscon1.0
exempted. ()Iseasasurplus ln ne eto 1.4

or exempted under section .15.16.
Certain (2) Covering the rolling stock, vessels, or air-
carriers.

craft of any common carrier in interstate or foreign
commerce, or any vehicle principally garaged and
used in another state, or covering any liability or
other risks incident to the ownership, maintenance,
or operation thereof.

Interstate (3 Coeig pprt
or foreign (3 oeigany prpryin course of trns
trade. portation interstate or in foreign trade, or any lia-

bility or risk incident thereto.
Insurers not. (4 Isse yisrr o sn gnsi husing agents. sse(yisresntuig)gnsi h

general solicitation of business.
Annual
statement. SEC. .05.25 Annual Statement: 1. Each author-

ized insurer shall annually before the first day of
March, file with the Commissioner a true statement
of its financial condition, transactions, and affairs
as at the thirty-first day of December preceding.
The statement shall be on forms and shall contain
information as required by this code and by thE
Commissioner, and shall be verified by the oaths
of at least two (2) of the insurer's principal officers

commis- 2.TeCmisoeshlanulydrgNo
sioner to 2.TeCmisoeshlanulydrgN.
fornish vember and December furnish each such insurer

duplicate copies of annual statement forms as next
required to be filed. The statement forms shall be
in general form and context as approved by the
National Association of Insurance Commissioners for
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the kinds of insurance to be reported upon, and as
supplemented for additional information required
by the Commissioner.

3. The annual statement of an alien insurer Allen

shall relate only to its transactions and affairs in
the United States unless the Commissioner requires
otherwise. The statement shall be verified by the
insurer's United States manager or by its officers
duly authorized.

4. The Commissioner shall suspend or revoke eat

the certificate of authority of any insurer failing to
file its annual statement when due or during any
extension of time therefor which the Commissioner,
for good cause, may grant.

SEC. .05.27 Determination of Capital Funds of Amou~nt

Alien Insurer: 1. The capital funds of an alien libts

insurer shall be deemed to be the amount by which State.

its assets, deposited and otherwise held as provided
in section .05.09 exceed its liabilities with respect
to its business transacted in the United States.

2. Assets of such insurer held in any stst.: ior Computation.

the special protection of policyholders and obligees
in such state shall not constitute assets of the insurer
for the purposes of this code. Liabilities of the
insurer so secured by such assets, but not exceeding
the amount of such assets, may be deducted in com-
puting the insurer's liabilities for the purpose of
this section.

SEC. .05.28 Accounts, Records: Every insurer Accounts,
records.

shall keep full and adequate accounts and records of
its assets, obligations, transactions, and affairs.

SEC. .05.29 Reinsurance Upon Withdrawal: 1. Reinsurance
upon

No insurer shall withdraw from this state until its withdrawal.

direct liability to its policyholders and obligees under
all its insurance contracts then in force in this state
has been assumed by another authorized insurer
under an agreement approved by the Commissioner.

[ 217]1

[CH. 79.



Cii.79.)SESSION LAWS, 1947.

In the case of a life insurer, its liability pursuant to
contracts issued in this state in settlement of pro-
ceeds under its policies shall likewise be so as-
sumed.

commis- 2. The Commissioner may waive this require-
sioner may
waive. ment if he finds upon examination that a withdraw-

ing insur *er is then fully solvent and that the pro-
tection to be given its policyholders in this state
will not be impaired by the waiver.

Assuming 3. The assuming insurer shall within a reason-
able time replace the assumed insurance contracts
with its-own, or by endorsement thereon acknowl-
edge its liability thereunder.

Allen
reinsurers. SEC. .05.30 Alien Reinsurers: 1. No credit shall

be allowed to any insurer, as an asset or as a de-
duction from liability for reinsurance ceded to an
alien insurer, other than under a contract of ocean
marine insurance, covering a subject of insurance

Require- resident, located, or to be performed in this state
unless the alien insurer:

Authorized
to do busi- (1) Is authorized to transact insurance in a
ness In
United state of the United States, and
States.
Adequate (2) maintains an adequate guaranty deposit

eposit. in a state of the United States for the protection
of its insurance obligees in the United States, or

Attorney (3) has an attorney-in-fact resident in the
in fact.

United States upon whom service of legal process
may be made.

General SEc. .05.3 1 General Agents and Managers: 1.
agents and
managers. An insurer appointing any per-son as its general

agent or manager to represent it as such in this state
shall file notice of the appointment with the Com-
missioner on forms prescribed and furnished by the
Commissioner.

Authority. 2. Any such general agent or manager shall
have such authority, consistent with this code, as
may be conferred by the insurer. A general agent
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resident in this state and licensed, as in this section
provided, may exercise the powers conferred by this
code upon agents licensed for the kinds of insurance
which the general agent is authorized to transact
for the insurer so appointing him.

3. The appointment of a resident general agent liesd

shall not be effective unless the person so appointed
is licensed as the general agent of such insurer by
the Commissioner upon application and payment
of the fee therefor as provided in section .14.01.

4. Every such license shall expire as at close Anua

of business on the thirty-first day of March next
following the date of issue, and may be renewed for
an additional year upon application and payment of
the fee therefor.

5. The Commissioner may deny, suspend, or Dnasg

revoke any such license for any cause specified revocation.

in section .17.53 and in the manner provided in sec-
tion .17.54.

SEC. .05.32. Report of Losses: 1. Each author- Re port of
ized insurer shall promptly report to the Commis-
sioner, upon forms as prescribed and furnished by
him, each fire loss of property in this state reported
to it and of undetermined or suspected criminal
origin.

2. As may be requested by the Commissioner, =ie~rofd
each such insurer shall likewise report to him upon pad

claims paid by it for loss or damage by fire in this
state.

ARTICLE SIX

ORGANIZATION OF DOMESTIC INSURERS

SEC. .06.01 Types of Insurers Permitted: An TyPes ofIisurers
insurer formed in this state shall be either pritd

(1) an incorporated stock insurer, or Stock.

(2) an incorporated mutual insurer, or Mutual.

(3) an incorporated specific risks mutual prop- spcciflc
erty insurer, or
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assssmnt. (4) an incorporated mutual-assessment prop-
erty insurer only, or

Farm(5) an incorporated farm mutual-assessment
assessment property insurer only, or
reciprocal. (6) a reciprocal insurer,

with respective powers, duties, and restrictions as
provided in this code.

Assessment SEC. .06.02 Assessment Mutuals Prohibited, Ex-
nsutuals
prohibited. ceptions: No insurer shall be formed or be author-

ized in this state to issue contracts of insurance the
performance of which is contingent upon the pay-
ment of assessments, assessment-premiums, or calls
made upon its members. Mutual assessment prop-
erty insurers and farm mutual assessment property

Exceptions, insurers shall be the only exceptions to this pro-
vision.

Solicitation SEC. .06.03 Solicitation Permit: 1. No person
permit, forming or proposing to form in this state an insurer,

or insurance holding corporation, or stock corpora-
tion to finance an insurer or insurance production
therefor, or corporation to manage an insurer, or
corporation to be attorney-in-fact for a reciprocal
insurer, or a syndicate for any of such purposes,
shall advertise, or solicit or receive any funds, agree-
ment, stock subscription, or membership on account
thereof unless he has applied for and has received
from the Commissioner a solicitation permit.

2. Any person violating this section shall be
subject to a fine of not more than ten thousand dol-

Penalty. lars ($10,000) or imprisonment for not more than
ten (10) years, or by both fine and imprisonment.

Application SEC. .06.04 Application for Solicitation Permit:
for solicita-
tion permit. To apply for a solicitation permit the person shall:
Contents. (1) File with the Commissioner a request

theref or showing,
Name, type (a) name, type, and purpose of insurer, cor-

andpupoe.poration or syndicate proposed to be formed;
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(b) names, addresses, and business records of PLr'Os'
each person associated or to be associated in the
formation of the proposed insurer, corporation, or
syndicate;

(c) full disclosure of the terms of all under- Terms of

standings and agreements existing or proposed
among persons so associated relative to the pro-
posed insurer, corporation, or syndicate, or the for-
mation thereof;

(d) the plan according to which solicitations Plan.

are to be made;
(e) 'such additional information as the Coin- Additional

missioner may reasonably require.
(2) File with the Commissioner,
(a) original and copies in triplicate of proposed Additional

articles of incorporation, or syndicate agreement; requtest.
or, if the proposed insurer is a reciprocal, original
and duplicate of the proposed subscribers' agree-
ment and attorney-in-fact agreement;

(b) original and duplicate copy of any pro-
posed by-laws;

(c) copy of any security proposed to be issued
and copy of application or subscription agreement
therefor;

(d) copy of any insurance contract proposed
to be offered and copy of application theref or;

(e) copy of any prospectus, advertising, or lit-
erature proposed to be used;

(f) copy of proposed form of any escrow agree-
ment required.

(3) Deposit with the Commissioner the fees Deposit

required by law to be paid for the application, forfes

filing of the articles of incorporation of an insurer,
for filing the subscribers' agreement and attorney-
in-f act agreement if the proposed insurer is a recip-
rocal, for the solicitation permit, if granted, and for
filing articles of incorporation with the Secretary of
State.
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examned. SEC. .06.05 Application Examined: The Com-
missioner shall expeditiously examine the applica-
tion for a solicitation permit and make any investi-
gation relative thereto deemed necessary. If the
Commissioner finds that

(1) the application is complete; and
(2) the documents therewith filed are equitable

in terms and proper in form; and
Notice of (3) the agreements made or proposed are equi-issuance
of permit, table to present and future shareholders, subscribers,

members or policyholders, he shall give notice to the
applicant that he will issue a solicitation, permit,
stating the terms to be contained therein, upon the
filing of the bond required by section .06.11 of this
code.

Dppliao. If the Commissioner does not so find, or if he
finds that any of the persons named in the applica-
tion as being associated or to be associated in the
formation of the insurer, corporation or syndicate are
untrustworthy, he shall give notice to the applicant
that the permit will not be granted, stating the
grounds therefor, and shall refund to the applicant
all sums so deposited except the application fee.

Bond filed. SEC. .06.06 Permit Issued: Upon the filing of
the bond required by section .06.11 after notice by
the Commissioner, the Commissioner shall

Articles filed. (1) file the articles of incorporation of the pro-
posed incorporated insurer or other corporation with
the Secretary of State, and

Pecrmit (2) issue to the applicant a solicitation permit.

SEC. .06.07 Expiration and Contents: Every so-
licitation permit issued by the Commissioner shall:

Expiration. (1) Expire two (2) years from its date, unless
earlier terminated by the Commissioner, and shall
so state.

oren are (2) State the securities for which subscriptions
contract, r to be solicited, the number, classes, par value,

and selling price thereof, or identify the insurance

[ 222]1



SESSION LAWS, 1947.[C.79

contract for which applications and advance pre-
miums or deposits are to be solicited.

(3) Limit the portion of funds received on ac-Litpo
count of stock or syndicate subscriptions, if any are orgaization

stock orproposed to be taken, which may be used for pro- s;yndicate

motion and organization expenses to such amount subscriptions.

as he deems adequate, but in no event to exceed
fifteen per cent (15%7) of such funds as and when
actually received.

(4) If to be a mutual or reciprocal insurer, limit Limit pro-d
the portion of funds received on account of appli- oraizto

cations for insurance which may be used for pro- reiroa

motion or organization expenses to a reasonable com- insurers.

mission upon such funds, giving consideration to the
kind of insurance and policy involved and to the
costs incurred by insurers generally in the produc-
tion of similar business, and provide that no such
commission shall be deemed to be earned nor be
paid until the insurer has received its certificate of
authority and the policies applied for and upon
which such commission is to be based, have been
actually issued and delivered.

(5) Contain such other information required Other
infnrmation.

by this article or reasonable conditions relative to
accounting and reports or otherwise as the Com-
missioner deems necessary.

SEC. .06.08 Permit as Inducement: The granting Pe-ta

of a solicitation permit is permissive only and shall
not constitute an endorsement by the Commissioner
of any person or thing related to the proposed in-
surer, corporation, or syndicate and the existence of
the permit shall not be advertised or used as an
inducement in any solicitation. The substance of
this section in bold faced type not less than ten point
shall be printed at the top of each solicitation per-
mit.

SEC. .06.09 Organization Solicitor's License: So- Organizton

licitations under a solicitation permit shall be made license.
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only by individuals licensed by the Director of Li-
censes of this state pursuanit to the provisions of the
Securities Act.

Revocation SEC. .06.10 Revocation.: 1. The Commissioner
forcaue. may, for cause, modify a solicitation permit, or may,

after a hearing, revoke any solicitation permit for
violation of any provision of this code, or of the
terms of the permit, or of any proper order of the
Commissioner, or for misrepresentation.

Revocation 2. The Commissioner shall revoke a solicitation
by request. permit if requested in writing by a majority of the

syndicate members, or by a majority of the incor-
porators and two-thirds of the subscribers to stock
or applicants for insurance in the proposed incor-
porated insurer or corporation, or if he is so re-
quested by a majority of the subscribers of a pro-
posed reciprocal insurer.

Bond. SEC. .06.11 Bond or Cash Deposit: 1. The Com-
missioner shall not issue a solicitation permit until
the person applying therefor files with him a cor-
porate surety bond in the penalty of ten thousand
dollars ($10,000), in favor of the state and for the
use and benefit of the state and of subscribers and
creditors of the proposed organization.

Conditions. The bond shall be conditioned upon the payment
of costs incurred by the state in event of any legal
proceedings for liquidation or dissolution of the
proposed organization before completion of organi-
zation or in event a certificate of authority is not
granted; and upon a full accounting for funds re-
ceived until the proposed insurer has been granted
its certificate of authority, or until the proposed cor-
poration or syndicate has completed its organization
as defined in the solicitation permit.

Dep~oitr 2. In lieu of filing such bond, the person may
Government .

bonds, deposit withI the StJate Treasurer through the Com-
missioner ten thousand dollars ($10,000) in cash
or in United States Government bonds at par value,
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to be held in trust upon the same conditions as re-
quired fnr the bond.

3. Tho Commissioner may waive the require- Waiver.

ment for a bond or deposit in lieu thereof if the
permit provides that:

(1) The proposed securities are to be distributed
solely and finally to those few persons who are the
active promoters intimate to the formation of the waiver

insurer, or other corporation or syndicate, or
(2) the securities are to be issued in connection

with subsequent financing as provided in section
.06.18, and distribution thereof is not to be made to
the general public.

4. Any bond filed or deposit or remaining por- Release.

tion thereof held under this section shall be released
and discharged upon settlement or termination of
all liabilities against it.

SEC. .06.12 Escrow of Funds: 1. All funds re- Escrow

ceived pursuant to a solicitation permit shall be de- ofns
posited and held in escrow in a bank or trust com-
pany under an agreement approved by the Com-
missioner. No part of any such deposit shall be Withdrawal.

withdrawn, except:
(1) For the payment of promotion and organi- Payme t of

zation expenses as authorized by the solicitation per-
mit; or

(2) for the purpose of making any deposit with Miaking a

the Commissioner required for the issuance of a dpst

certificate of authority to an insurer; or
(3) if the proposed organization is not to be When organ.

an insurer, upon completion of payments on stock an insurer.

or syndicate subs'criptions made under the solicita-
tion permit and deposit or appropriation of such
funds to the purposes specified in the solicitation
permit; or

(4) for making of refunds as provided in sec- Making
refunds.

tion .06.17.
2. When the Commissioner has issued a cer-
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Release to
a~n insurer. tificate of authority to an insurer any such funds

remaining in escrow for its account shall be released
to the insurer.

Joevtrand SEC. .06.13 Expense Pending Completion: 1.
liability. The incorporators of any insurer or other corpora-

tion, or the persons proposing to form a reciprocal
insurer, or a syndicate, shall be jointly and severally
liable for its debts or liabilities until it has secured
a certificate of authority, if an insurer, or has com-
pleted its organization if a corporation other than an
insurer or a syndicate.

Concurrent 2. Any portion of funds received on account of
payment of
expense. stock or syndicate subscriptions which is allowed

therefor under the solicitation permit, may be ap-
plied concurrently toward the payment of promo-
tion and organization expense theretofore incurred.

istued. SEC. .06.15 Stock Issued - Forfeiture: 1. No
such proposed stock insurer, corporation, or syndi-
cate shall issue any share of stock or participation
agreement except for payment in cash or in securities
eligible for investment of funds of insurers. No such
shares or agreement shall be issued until all sub-
scriptions received under the solicitation permit
have been so fully paid, nor, if an insurer, until a
certificate of authority has been issued to it.

Forfeiture. 2. Every subscription contract to shares of a
stock insurer or other corporation calling for pay-
ment in installments, together with all amounts
paid thereon may be forfeited at the option of the
corporation, upon failure to make good a delin-
quency in any installment upon not less than forty-
five (45) days' notice in writing, and every such
contract shall so provide.

Insurance SC 0.6IsrneApiain:Alapia
applications. SC 0.6IsrneApiain:Alapia

tions for insurance obtained in forming a mutual
or reciprocal insurer shall provide that:

(1) Issuance of the policy is contingent upon
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completion of organization of the insurer and is- Copl~e t ion

suance to it of a certificate of authority; and Zation.

(2) the prepaid premium or deposit will be re- Reftund.

funded in full to the applicant if the organization is
not completed and certificate of authority issued
prior to the solicitation permit's date of expiration;
and

(3) the agreement for insurai.ce is not effective No Insurance
until olicyuntil a policy has been issued undeir it. issueI.

SEC. .06.17 Failure to Complete or Qualify: The Failure to

Commissioner shall withdraw all funds held in es-orqaiy
crow and refund to subscribers or applicants all sums
paid in on stock or syndicate subscriptions, less that
part of such sums paid in on subscriptions as has
been allowed and used for promotion and organiza-
tion expenses, and all sums paid in on insurance ap-
plications, and shall dissolve the proposed insurer,
corporation, or syndicate if

(1) the proposed insurer, corporation or syn- Failure to
secure

dicate fails to complete its organization and obtain crilaeof
full payment for subscriptions and applications, and, atoiy

if an insurer, it fails to secure its certificate of
authority, all before expiration of the solicitation
permit; or

(2) the Commissioner revokes the solicitation Rtevocation.

permit.

SEC. .06.18 Subsequent Financing: 1. No do- Subsequent

m .estic insurer, or insurance holding corporation, or fnnig

stock corporation for financing operations of a mu-
tual insurer, or attorney-in-fact corporation of a
reciprocal insurer, after

(1) it has received a certificate of authority, if solicitation.
an insurer; or necessary

(2) it has completed its initial organization and
financing if a corporation other than an insurer,
shall solicit or receive funds in exchange for any
new issue of its corporate securities, other than
through a stock dividend, until it has applied to the
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Commissioner for, and has been granted, a solicita-
tion permit.

Issuance 2. The Commissioner shall issue such a permit
ofpermit. unless he finds that:

Grounds for (1) tefnspooe ob eue r xnot issuing,.h ud rpsdtob eue r x
cessive in amount for the purpose intended, or

(2) the proposed securities or the manner of
their distribution are inequitable, or

(3) the issuance of the securities would jeop-
ardize the interests of policyholders or the holders
of other securities of the insurer or corporation.

Duration 3. Any such solicitation permit granted by the
and terms.

Commissioner shall be for such duration, and shall
contain such terms and be issued upon such condi-
tions as the Commissioner may reasonably specify
or require.

False SEC. .06.19 False Exhibits: Every person who,
exhiits. with intent to deceive, k',.iowingly exhibits any false

account, or document, or advertisement, relative to
the affairs of any insurer, or of any corporation or
syndicate of the kind enumerated in section .06.03,
formed or proposed to be formed, shall be guilty of
a felony.

Section not SEC. .06.20 Articles of Intcorporation: 1. This
retoatie.section applies to insurers hereafter incorporated

in this state.
Incorpora- 2. The incorporators shall be individuals who

are United States citizens, of whom two-thirds shall
be residents of this state. The number of incorpor-
ators shall be not less than five (5) if a stock insurer,
nor less than ten (10) if a mutual insurer.

Execution 3. The incorporators shall execute articles of
of articles.

incorporation in quadruplicate and acknowledge
their signatures thereunto before an officer author-
ized to take acknowledgments of deeds.

Fi{lnf of 4. After approval of the articles by the Com-
affl es. missioner, one copy shall' be filed in the office of

the Secretary of State, another in the office of the
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Commissioner, another in the office of the County
Auditor of the county in which the insurer's prin-
cipal offices are to be located, and the fourth copy
shall be retained by the insurer.

5. The articles of incorporation shall state: Contents of

First: The namaes and addresses of the incorpor- Inlcorpora-
atoors.

Second: The name of the insurer. If a mutual Name.

insurer the name shall include the word "mutual".
Third: (1) The objects for which the insurer Objects.

is formed;
(2) whether it is a stock or mutual insurer, and Stock or

if a mutual property insurer only, whether it will company.

insure on the cash premium or assessment plan;
(3) the kinds ci insurance it will issue, accord- Kinds of

ing to the designatiuns made in this code. isrne

Fourth: If a stock insurer, the amount of its If stock

capital, the aggregate number of shares, and the par
value of each share, which par value shall be not
less than ten dollars ($10). If a mutual insurer, the mfiutual

minimum and maximum contingent liability of its
policyholders for- the payment of losses occurring
under its policies.

Fifth: The duration of its existence, which may Duration.

be perpetual.
Sixth: The names and addresses of the direc- Directors.

tors, not less than five (5) in number, who shall
constitute the board of directors of the insurer for
the initial term, not less than two (2) nor more than
six (6) months, as designated in the articles of in-
corporation.

Seventh: The name of the city or town of this Prineipfal

state in which the insurer's principal place of bus- gusiness.

iness is to be located.
Eighth: Other provisions not inconsistent with Othier

law as may be deemed proper by the incorporators. provisions.
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ARTICLE SEVEN

DOMESTIC INSURERS-POWERS

Existing SEC. .07.01 Existing Insurers: Existing authorized
insuers. domestic insurers shall continue to insure only in ac-

cordance with the provisions of this code.

Principal SEC. .07.02 Principal Offices: Every domestic in-
offies. surer shall establish and maintain in this state its

principal office and place of business.

Corporation SEC. .07.03 Corporation Law Applies in General:
inw generl.e The laws of this state relating to private corporations,

except where inconsistent with the express provi-
sions of this code, shall govern the corporate powers,
duties, and relationships of incorporated domestic in-
surers.

Annual SEC. .07.04 Annual Meeting: Each incorporated
inaeting.

domestic insurer shall, in the month of January, or
February, or March, hold the annual meeting of its
shareholders or members for the purpose of receiving
reports of its affairs and to elect directors.

Directors SEC. .07.05 Directors Citizens: Not less than
citiens. three-fourths of the directors of an incorporated do-

mestic insurer shall be United States citizens, and a
majority of the board of directors shall be residents
of this state.

Corrupt SEC. .07.06 Corrupt Practices: No person shall
practices, buy or sell or barter a vote or proxy, relative to any

meeting of shareholders or members of an incor-
porated domestic insurer, or engage in any corrupt
or dishonest practice in or relative to the conduct of
any such meeting. Violation of this section shall con-
stitute a gross misdemeanor.

Amendments SEC. .07.07 Amendments to Articles of Incorpora-
to articles
of incor- tion: 1. Amendments to the articles of incorporation
poration. of a domestic insurer shall be made by a majority
Vote vote of its board of directors and the vote or written

necssay. assent of two-thirds of its voting capital stock, or
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two-thirds of the members (if a mutual insurer)
voting at a valid meetinig of members.

2. The president and secretary of the insurer Execution

shall, under the corporate seal, certify the amend- and filing.

ment in quadruplicate, and file it in the offices of the
Secretary of State, the Commissioner, the County
Auditor, and the insurer, as required under this code
for original articles of incorporation. Thereupon,
subject to the requirements of section .08.01 relative
to increase of capital stock of a stock insurer, the
amendment shall become effective.

SEC. .07.08 Prohibited Guaranty:, No domestic Prol~ibited

insurer or its affiliates or subsidiaries shall guarantee guaranty.

the financial obligation of any director or officer of
such insurer or affiliate or subsidiary in his personal
capacity, and any such guaranty attempted shall be
void.

This prohibition shall not apply to obligations of
the insurer under surety bonds or insurance con-
tracts issued in the regular course of business.

SEC. .07.09 Management and Exclusive Agency Managem~ent
ma ot be'Contracts: 1. No incorporated domestic insurer surrcnd e r ed.

shall enter into any contract the effect of which
would be to grant or surrender the control and man-
agement of the insurer to any person.

2. No incorporated domestic insurer shall make Exclusive
any contract whereby any person is granted or is to connr"Ys
enjoy in fact the controlling or preemptive right to
produce substantially all insurance business for the
insurer unless such contract is filed with and ap-
proved by the Commissioner. The contract shall be Approval

deemed approved unless disapproved by the Coin- required.

missioner within thirty (30) days after date of filing.
Any disapproval §hall be delivered to the insurer in
writing, stating the grounds therefor.

3. The Commissioner shall not approve any con-
tract referred to in paragraph two of this section
which:
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Grounds for (1) Subjects the insurer to excessive charges for
disppovl.expenses or commissions; or,

(2) vests in any person any control over the gen-
eral affairs of the insurer tantamount to the exclusion
of control by its board of directors or officers; or,

(3) is to extend for an unreasonable length of
time; or,

(4) contains other inequitable provislons or pro-
visions which may jeopardize the security of policy-
holders.

Vouchiers SEC. .07.10 Vouchers for Expenditures: 1. No do-
ditures. mestic insurer shall make any disbursement of twen-

ty-five dollars ($25) or more, unless evidenced by a
voucher correctly describing the consideration for
the payment and supported by a cheque or receipt
endorsed or signed by or on behalf of the person re-
ceiving the money.

For services. 2. If the disbursement is for services and reim-
bursement, the voucher shall describe the services
and itemize the expenditures.

Matters 3. If the disbursement is in connection with any
before public
bodies, matter pending before any legislature or public body

or before any public official, the voucher shall also
correctly describe the nature of the matter and of the
insurer's interest therein.

Depositaries. SEC. .07.11 Depositaries: The funds of a domestic
insurer shall not be deposited in any bank or banking
institution which has not first been approved as a
depositary by the insurer's board of directors or by
a committee thereof designated for the purpose.

No fees to SEC. .07.13 Fees on Use of Funds: 1. No person
individuals.

having any authority in the investment or disposition
of the funds of a domestic insurer shall accept, except
for the insurer, or be the beneficiary of any fee, brok-
erage, gift, or other emolument because of any in-
vestment, loan, deposit, purchase, sale, payment, or
exchange made by or for the insurer, or be pecuni-
arily interested therein in any capacity; except, that
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such a person may procure a loan from the insurer
direct upon approval by two- thirds of its directors
and upon the pledge of securities eligible for the
investment of the insurer's funds under this code.

2. This section does not prohibit a life insurer Pollcr loans

from making a policy loan to such person on a life pr d

insurance contract issuedi by it and in accordance
with the terms thereof.

3. The Commissioner may, by regulations from commis-
stoner may

time to time, define and permit additional exceptions prescribe

to the prohibition contained in paragraph one of exceptions.

this section solely to enable payment of reasonable
compensation to a director who is not otherwise an
officer or employee of the insurer, or to a corpora-
tion or firm in which the director is interested, for
necessary services performed or sales or purchases
made to or for the insurer in the ordinary course of
the insurer's business and in the usual private pro-
fessional or business capacity of such director or
such corporation or firm.

SEc. .07.14 Comply With Foreign Laws: Any con ywih

domestic insurer doing business in another state, om'as

territory or sovereignty may design and issue insur-
ance contracts and transact insurance in such state,
territory or sovereignty as required or permitted by
the laws thereof, any provision of the insurer's ar-
ticles of incorporation or by-laws notwithstanding.

SEC. .07.15 Solicitation in OtiheQr States: 1. No Must be
licensed In

domestic insurer shall knowingly solicit insurance reciprocating

business in any reciprocating state in which it is sae

not then licensed as an authorized insurer.
2. This section shall not prohibit advertising Wheing

through publications and radio broadcasts originat- permitted.

ing outside such reciprocating state, if the insurer is
licensed in a majority of the states in which such
advertising is disseminated, and if such advertising
is not specifically directed to residents of such recip-
rocating state.
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WVhat 3. This section shall not prohibit insurance, coy-
permitted. ering persons or risks located in a reciprocating state,

under contracts solicited and issued in states in which
the insurer is then licensed. Nor shall it prohibit
insurance effectuated by the insurer as an unau-
thorized insurer in accordance with the laws of the
reciprocating state.

"Recipro-~, 4. A "reciprocating" state, as used herein, is one
cating sae"under the laws of which a similar prohibition is

imposed upon and is enforced against insurers domi-
ciled in that state.

Penalty. 5. The Commissioner shall suspend or revoke
the certificate of authority of a domestic insurer
found by him, after a hearing, to have violated this
section.

ARTICLE EIGHT

DOMESTIC STOCK INSURERS

Increase SEC. .08.01 Increase of Capital: 1. Increase of
of capital. the capital stock of a domestic stock insurer shall

be by amendment to its articles of incorporation. The
increase shall not be effective unless and until within
six (6) months after filing such amendment with
the Secretary of State, as required by section .07.07,

When (1) the increased Capital has been fully paid
increase
effective, in, in cash, and

(2) a certificate verifying such payments has
been made in quadruplicate under oath and the
corporate seal by the* insurer's president and secre-
tary and filed in the public offices named in section
.07.07.

Extension 2. If the entire increase of the capital stock is
of time for
payment. purchased in good faith by employees, directors,

and agents of the insurer or of its affiliated cor-
porations under an installment purchase plan ap-
proved by the Commissioner in advance of the
amendment, the Commissioner may extend to a
period not exceeding twelve (12) months the time
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within which such increase of capital must be so
fully paid in and such certificate so filed.

3. If the increased capital stock is to be dis- wlien in-~

tributed as a stock dividend, such increased capital by socK

stock may be fully paid in out of any available
surplus funds as is provided in section .08.03, and
such payment shall be effected by a transfer on
the insurer's books from its surplus account to its
capital account.

SEc. .08.02 Reduction of Capital: 1. Reduction Redu~ction

of the capital stock of a domestic stock insurer shall of capital.

be by amendment of its articles of incorporation.
No such reduction shall be made which results in Limi. tation.

capital stock less in amount than the minimum re-
quired by this code for the kinds of insurance there-
after to be transacted by the insurer.

2. No surplus funds of the insurer resulting Distribution

from a reduction of its capital stock shall be dis- of surplus.

tributed to stockholders, except as a stock dividend
on a subsequent increase of capital stock, or upon
dissolution of the insurer, or upon approval of the
Commissioner of a distribution upon proof satis-
factory to him that the distribution will not impair
the interests of policyholders or the insurer's sol-
vency.

3. Upon such reduction of capital stock, the in- Newfi
surer's directors shall call in any outstanding stockcetfaes
certificates required to be changed pursuant therr'.o,
and issue proper certificates in their stead.

SEC. .08.03 Dividends to Stockholders: 1. NO Dividends to

domestic stock insurer shall pay any cash dividend stockholders.

to stockholders except out of that part of its avail-
able surplus funds which is derived from any real-
ized net profits on its business.

2. Such an insurer may pay a stock dividend From

out of any available surplus funds. suirplus.

3. Payment of any dividend to stockholders of Private~
a domestic stock insurer shall also be subject to all law governs.
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the limitations and requirements governing the
payment of dividends by other private corpora-
tions.

Limitation. 4. No dividend shall be declared or paid which
would reduce the insurer's surplus to an amount
less than the minimum required for the kinds of
insurance thereafter to be transacted.

"Surplus 5.Frteproeoftiaril"srlsun"
funds."5 o h upsso hi ril srlsfns

means the excess of the insurer's assets over its
liabilities, including its capital stock as a liability.

"Available 6. Available surplus means the excess over the
surplus." minimum amount of surplus required for the kinds

of insurance the insurer is authorized to transact.

Ille~a SEC. .08.04 Illegal Dividends,, Reductions: Any
div dends, drco fao
reductions, ietro domestic stock insurer who votes for o

conicurs in the declaration or payment of any divi-
dend to stockholders or a reduction of capital stock
not authorized by law shall in addition to any other
liability imposed by law, be guilty of a gross mis-
demeanor.

Capital SEC. .08.05 Capital Impaired: 1. If the capital
impaired. stock of a domestic stock insurer becomes impaired,

the Commissioner shall at once determine the
amount of the deficiency and serve notice upon the

Demand on insurer to require its stockholders to make good
shareholders. the deficiency within ninety (90) days after ser-

vice of such notice.
Mode of 2. The deficiency shall be made good in cash, or
payment. in assets eligible under this code for the investment

of the insurer's funds, or by reduction of the in-
su rer's capital stock to an amount not below the
minimum required for the kinds of insurance to be
thereafter transacted.

Insolvency. 3. If the deficiency is not made good and proof
thereof filed with the Commissioner within such
ninety-day period, the insurer shall be deemed in-
solvent and shall be proceeded against as author-
ized by this code.
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4. If the deficiency is not made good the insurer No policies

shall not issue or deliver any policy after the ex-tobisud
piration of such ninety-day period. Any officer or Penalty.

director who violates or knowingly permits the vio-
lation of this provision shall be subject to a fine of
from fifty dollars ($50) to one thousand dollars
($1,000) for each violation.

SEC. .08.06 Repayment of Contributed Surplus: R~epayme~nt

Contributions to the surplus of a domestic stock in- uted surplus.

surer other than resulting from sale of its capital
stock, shall not be subject to repayment except out
of surplus in excess of the minimum surplus initially
required of such an insurer transacting like kinds
of insurance.

SEC. .08.07 Participating Policies: 1. Any do- Participating

mestic stock insurer may, if its charter so provides, policies.

issue policies entitled to participate from time to Authorized,

time in the earnings of the insurer through divi-
dends.

2. Any classification of its participating policies ciassifl-
and of risks assumed thereunder which the in- cation.

surer may make shall be reasonable. No dividend
shall be paid which is inequitable or 'which un-
fairly discriminates as between such c.assifications
or as between policies within the same classifica-
tion.

3. No such insurer shall issue in this state both Both type
policies may

participating and non-participating policies for the not be Issued.

same class of risks; except, that both participating
and non-participating life insurance policies may Exception.

be issued if the right or absence of the right to par-
ticipate is reasonably related to the premium
charged.

4. Dividends to participating life insurance poli- Dividends.

cies issued by such insurer shall be paid only out of
its surplus funds as defined in paragraph five of
section .08.03. Dividends to participating policies
for other kinds of insurance shall be paid only out
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of that part of such surplus f unds which is derived
from any realized net profits from the insurer's
business.

Not to bec 5. No dividend, otherwise earned, shall be made
contingent
on renewal, contingent upon the payment of renewal premium

on any policy.

Mutualiza- SEC. .08.08 Mutualization of Stock Insurers: 1.
tion of stock
insurers. Any domestic stock insurer may become a domest-.c

mutual insurer pursuant to such plan and pro ce-
dure as are approved by the Commissioner in ad-
vance of such mutualization.

Approval 2. The Commissioner shall not approve any such
by com-
missioner, plan, procedure, or mutualization unless:
Equitable. (1) It is equitable to both shareholders and

policyholders.
poval by' (2) It is approved by vote of the holders of not

saeder
and olicy less than three-fourths of the insurer's capital stock

having voting rights, and by vote of not less than
two-thirds of the insurer's policyholders who vote
on such plan, pursuant to such notice and proce-
dure as may be approved by the Commissioner.
Such vote may be registered in person, by proxy,
or by mail.

Limitation (3) If a life insurer, the right to vote thereon is
of voting
rights, limited to those policyholders whose policies have

face amounts of not less than one thousand dollars
($1,000) and have been in force one (1) year or
more.

Retiremecnt (4) Mutualization will result in retirement of
ofstck. shares of the insurer's capital stock at a price not

in excess of the fair value thereof as determined
by competent disinterested appraisers.

Aprial (5) The plan provides for appraisal and pur-
S. chase of the shares of any non-consenting stock-

holder in accordance with the laws of this state re-
lating to the sale or exchange of all the assets of a
private corporation.

Timed (6) The plan provides for definite conditions to
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be fulfilled by a designated early date upon which
such mutualization will be deemed effective.

(7) The mutualization leaves the insurer with surplus
surplus funds reasonably adequate to preserve the
security of its policyholders and its ability to con-
tinue successfully in business in the states in which
it is then authorized, and in the kinds of insurance
it is then authorized to transact.

ARTICLE NINE

MUTUAL INSURERS

SEC. .09.01 Initial Qualification, Mutual Insurers: Qualiflca-

1. The Commissioner shall not issue a certificate of
authority to a domestic mutual insurer unless it has
fully quF lified therefor under this code, and unless
it has met the minimum requirements for the kind
of insurance it proposes to transact as provided in
this article.

2. All applications for insurance submitted by Applications.

such an insurer as fulfilling qualification require-
ments shall be bona fide applications from persons
resident in this state covering lives, property, or
risks resident or located in this state.

3. All qualifying premiums collected and initial Premum

surplus funds of such an insurer shall be in cash. i ah

Any deposit made by such an insurer in lieu of
applications, premiums, and initial surplus funds,
shall be in cash or in securities eligible for the in-
vestment of the capital of a domestic stock insurer
transacting the same kind of insurance.

SEC. .09.02 Mutual Property Insurer: When ap- muul rp
plying for a certificate of authority a domestic mu-
tual property insurer on the cash premium plan
must:

(1) Have applications from at least one hundred Applications.
(100) persons for insurance covering at least two
hundred and fifty (250) nonadjacent properties,
with a maximum of two thousand dollars ($2,000)
of insurance on each property; and
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Premiums
collected. (2) have collected from each applicant the

proper premium at a rate then charged by stock
property insurers, for a term of at least one (1)
year; and

Surplus. (3) have a surplus over all liabilities, as at com-
pletion of issuance of the insurance contracts so ap-
plied for, amounting to at least five thousand dol-
lars ($5,000).

Surg lus In lieu of such applications, premiums, and sur-
plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of fifty thousand
dollars ($50,000).

sp~cinc SEc. .09.03 Specific Risks, Mutual Property In-
tualer surer: When applying for a certificate of authority,

a domestic mutual property insurer formed to in-
sure on the cash premium plan, one stated specific
kind or class of manufacturing, mercantile, or other
business or industrial property, or to insure property
meeting designated standards of protection against
fire and other hazards must:

Applications. (1) Have applications from at least fifty (50)
persons for insurance covering at least one hundred
and fifty (150) nonadjacent properties, with a max-
imum of two thousand dollars ($2,000) of insur-
ance on each property; and

colleted. (2) have collected from each applicant the
proper premium, at a rate then charged by stock
property insurers, for a term of at least one (1)
year; and

Surplus. (3) have a surplus over all liabilities, as at com-
pletion of issuance of the insurance contracts so
applied for, amounting to at least five thousand dol-
lars ($5,000).

Surplus In lieu of such applications, premiums, and sur-
fund.

plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of twenty-five
thousand dollars ($25,000).
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SEC. .09.04 Mutual Assessment Property Insurer: Maluual n
When applying for a certificate of authority, a do- fn ru 'P'!
mestic mutual property insurer on the assessment
premium plan must:

(1) Have applications from at least three hun- Applications.

dred (300) persons for insurance covering at least
four hundred (400) nonadjacent properties, with
a maximum of twelve hundred and fifty dollars
($1,250) of insurance on each property; and

(2) have collected from each applicant the Premilums
proper premium at a rate then charged by stock
property insurers, for a term of at least one (1)
year; and

(3) have a surplus over all liabilities, as at com- Surplus.

pletion of issuance of the insurance contracts so ap-
plied for, amounting to at least two thousand five
hundred dollars ($2,500).

In lieu of such applications, premiums, and sur- fsurglus
plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of fifty thousand
dollars ($50,000).

SEC. .09.05 Mutual Assessment Farm Property mutual
assessment

Insurer: When applying for a certificate of author- farm prop-

ity, a domestic mutual property insurer formed toeryise.

insure only properties lying outside incorporated
towns and cities on the assessment premium plan
must:

(1) Have applications from at least fifty (50) Applications.

persons for insurance covering at least one hundred
(100) nonadjacent properties, with a maximum of
fifteen hundred dollars '($1,500) of insurance on
each property; and

(2) have collected from each applicant the Prmu

proper premium deposit for one (1) year at the
rate of not less -than forty cents ($.40) for each one
hundred dollars ($100) of insurance; and

(3) have a surplus over all liabilities, as at Surplus.

completion of issuance of the insurance contracts
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so applied for, amounting to at least one thousand
dollars ($1,000).

Surp lus In lieu of such applications, premiums, and sur-
plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of ten thousand
dollars ($10,000).

mutual SEC. .09.06 Mutual Vehicle Insurer: When ap-
vehicle
insurer. plying for a certificate of authority, a domestic mu-

tual insurer formed to transact vehicle insurance
must:

Apiplications. (1) Have applications from at least two hun-
dred (200) persons for insurance covering at least
five hundred (500) separate vehicles, for a maxi-
mum of retained liability not in excess of ten thou-
sand dollars ($10,000) for any one accident or other
liability; and

Premiums
collcted. (2) have collected from each applicant the

proper premium for insurance for one (1) year ac-
cording to its schedule of premium rates approved
by the Commissioner; and

Sur-plus. (3) have a surplus over all liabilities as at com-
pletion of issuance of the insurance contracts so
applied for, amounting to not less than one hundred
and fifty thousand dollars ($150,000), and of which
surplus one hundred and fifty thousand dollars
($150,000) shall be deposited and maintained on de-
posit with the Commissioner.

Surplus In lieu of such applications, premiums, and sur-
fund. plus, it may deposit and maintain on deposit with

the Commissioner a surplus fund of two hundred
thousand dollars ($200,000).

Mutual life SEC. .09.07 Mutual Life Insurer: When applying
insuer. for a certificate of authority a domestic mutual life

insurer must:
Applications. (1) Have at least five hundred (500) applica-

tions for life insurance, other than on term plan for
term of ten (10) years or less, covering at least five
hundred (500) separate insurable lives on an indi-
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vidual basis for a maximum of one thousand dollars
($1,000) each; and

(2) have collected from each applicant the Premiums

proper annual premium for one (1) year, and have collected,

so received from all applicants premiums aggre-
gating at least seven thousand five hundred dollars
($7,500); and

(3) have a surplus over all liabilities, as at com- Sur-plus.

pletion of issuance of the insurance contracts so
applied for, amounting to at least five thousand dol-
lars ($5,000).

In lieu of such applications, premiums, and sur- Surglims
plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of fifty thousand
dollars ($50,000).

SEC. .09.08 Mutual Disability Insurer: When ap- Mutual
disability

plying for a certificate of authority a domestic mu- insurer.

tual disability insurer must:
(1) Have at least five hundred (500) applica- Applications.

tions from at least five hundred (500) persons for
individual disability insurance providing not more
than one thousand dollars ($1,000) of accidental
death benefit and not more than twenty-five dollars
($25) of weekly indemnity for each applicant; and

(2) have collected from each applicant the Prmim

proper premium for one quarter of a year or more,
and have so received from all applicants premiums
aggregating at least five thousand dollars ($5,000);
and

(3) have a surplus over all liabilities, as at com- S urplus.

pletion of issuance of the insurance contracts so ap-
plied for, amounting to at least five thousand dol-
lars ($5,000).

In lieu of such applications, premiums, and sur- sfurtlius
plus, it may deposit and maintain on deposit with
the Commissioner a surplus fund of fifty thousand
dollars ($50,000).
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Additional SC... tzzn. vnso * Au
kinds of SE..9.09 Addtal- Kid of nsurance: Ado
insurance. mestic mutual insurer may be authorized to transact

kinds of insurance in addition to that for which it
was originally authorized, if it has otherwise com-
plied with the provisions of this code therefor, and
possesses surplus funds in aggregate amount not
less than

Surplus. (1) the surplus required for its existing certifi-
cate of authority, or if solely a disability or prop-
erty insurer a surplus of not less tl'an fifty thou-
sand dollars ($50,000), as provided in paragraph
five of section .11.11, and

(2) additional surplus as required under sec-
tion .11.12.

Minimum SEC. .09.10 Minimum Surplus: A domestic mu-
surpus. tual insurer on the cash premium plan shall at all

times have and maintain surplus funds, represent-
ing the excess of its assets over its liabilities, in
amount not less than the aggregate of

(1) the amount of any surplus funds deposited
by it with the Commissioner to qualify for its orig-

Amount inal certificate of authority, and
required. (2) the amount of any additional surplus re-

quired of it pursuant to sections .09.09,' .11.11, and
.11.12 for authority to transact additional kinds of
insurance.

Membership. SEC. .09.11 Membership: 1. Each holder of one
or more insurance contracts issued by a domestic
mutual insurer, other than a contract of reinsurance,
is a member of the insurer, with the rights and ob-
ligations of such membership, and each insurance
contract so issued shall effectively so stipulate.

Who mayr 2. Any person, governmert or governmental
be memer

agency, state or political subdivision thereof, public
or private corporation, board, association, estate,
trustee or fiduciary, may be a member of a mutual
insurer.
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SEC. .09.12 Rights of Mem!bers: 1. A domestic n,11s0s
mutual insurer is owned by and jhall be operated in
the interest of its members.

2. Each member is entitled to one (1) vote in Voting.

the election of directors and on matters coming be-
fore corporate meetings of members, subject to
such reasonable minimum requirements as to dura-
tion of membership and amount of insurance held
as may be made in the insurer's by-laws. The per-
son named as the policyholder in any group insur-
ance policy issued by such insurer shall be deemed
the member, and shall have but one such vote re-
gardless of the number of individuals insured by
such policy.

3. With respect to the management, records, and stomklrs
affairs of the insurer, a member shall have the same rlghtv.

character of rights and relationship as a stockholder
has toward a domestic stock insurer.

SEC. .09.13 By-Laws: A domestic mutual insurer By-laws.

shall adopt by-laws for the conduct of its affairs.
Such by-laws, or any modification thereof, shall
forthwith be filed with the Commissioner. The
Commissioner shall disapprove any such by-laws,
or as so modified, if he finds after a hearing thereon,
that it is not in compliance with the laws of this
state, and he shall forthwith communicate such dis-
approval to the insurer. No such by-law, or modi-
fication, so disapproved shall be effective during
the existence of such disapproval.

SEC. .09.14 Notice of Annual Meetings: 1. No- Notice ofannual
tice of the time and place of the annual meeting of meetings.

members of a domestic mutual insurer shall be
given by imprinting such notice plainly on the
policies issued by the insurer.

2. Any change of the date or place of the annual ofdt
meeting shall be made only by an annual meeting
of members. Notice of such change may be given:

(1) By imprinting such new date or place on on policies
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all policies which will be in effect as of the date of
such changed meeting; or

or on ~newd (2) unless the Commissioner otherwise orders,
premium ntc ftenw o lc ie
notices and ntcofheewdatcio lc need be gvnonly
renewal thogp
certificates. thog olicies issued after the date of the annual

meeting at which such change was made and in
premium notices and renewal certificates issued
during the twenty-four (24) months immediately
following such meeting.

Proxies SEC. .09.15 Memnbers' Proxies: 1. A member ofauthorized.
a domestic mutual insurer may vote in person or by
proxy given another member on any matter com-
ing before a corporate meeting of members.

Officer may 2. An officer of the insurer shall not hold or vote
not hold
proxy. the proxy of any member.
ofurotxon 3. No such proxy shall be valid beyond the ear-

lier of the following dates:
(1) The date of expiration set forth in the proxy;

or
(2) the date of termination of membership; or
(3) five (5) years from the date of execution

of the proxy.
Whenrx 4. No member's vote upon any proposal to di-
requ red, vest the insurer of its business and assets, or the

major part thereof, shall be registered or taken
except in person or by a proxy newly executed and
specific as to the matter to be voted upon.

Dir ectors. SEC. .09.16 Directors: No individual shall be a
director of a domestic mutual insurer by reason of
his holding public office. Adjudication as a bank-
rupt or taking the benefit of any insolvency law or
making a general assignment for the benefit of
creditors disqualifies an individual from being or
acting as a director.

Expenses, SEC. .09.19 Expenses, Property and Casualty:property and
casualty. 1. For any calendar year after its first two (2) full

calendar years of operation, no domestic mutual in-
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surer on the cash premium plan, other than one is- Unl,1i

suing nonassessable policies, shall incur any costs
or expense in the writing or administration of prop-
erty and casualty insurances (other than boiler and
machinery or elevator) transacted by it which, ex-
clusive of losses paid, loss adjustment expenses, in-
vestment expenses, dividends, and taxes, exceeds
the sum of

(1) forty per cent (40%o) of the net premium
income during that year after deducting therefrom
net earned reinsurance premiums for such year,
plus

(2) all of the reinsurance commissions received
on reinsurance ceded by it.

2. The by-laws of every domestic mutual prop- shl roie

erty insurer on the assessment premium plan shall
impose a reasonable limitation upon its expenses.

SEC. .09.19 Violation of Expense Limitations: vilon

The officers and directors of an insurer violating limitation.;

section .09.18 shall be jointly and severally liable
to the insurer for any excess of expenses incurred.
If the insurer fails to exercise reasonable diligence
or refuses to enforce such liability, the Commis-
sioner may prosecute action thereon for the benefit
of the insurer. Such failure or refusal constitutes
grounds for revocation of the insurer's certificate of
authority.

SEC. .09.21 Actions on Officers' Salaries: No ac- Actions on
offcerm'

tion to recover, or on account of, any salary or other salaries.

compensation due or claimed to be due any officer
or director of a domestic mutual insurer, or on any
note or agreement relative thereto, shall be brought
against such insurer after twelve (12) months after
the date on which such salary or compensation, or
any installment thereof, first accrued.

SEC. .09.22 Contingent Liability of Members: 1. Contingent
liability

Each member of a domestic mutual insurer, except Of mnembers.

as otherwise provided in this article, shall have a
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contingent liability, pro rata and not one for an-
other, for the discharge of its obligations. The con-
tingent liability shall be in such maximum amount
as is stated in the insurer's articles of incorporation,
but shall be not less than one (1), nor more than
five (5), additional premiums for the member's
policy at the annual premium rate and for a term
of one (1) year.

Policy to 2. Every policy issued by the insurer shall con-
statemnt. tamn a statement of the contingent liability.

Liabiity re- 3. Except as to life insurance, cancellation of
cacllation th poiy of any such member shall not relieve the

of policy,. h pi
member of contingent liability for his proportion
of the obligations of the insurer which accrued
while the policy was in force.

Accrual of SEC. .09.23 Accrual of Liability: 1. If at any
liailiy. time the assets of a domestic mutual insurer doing

business on the cash premium plan are less than its
liabilities and the minimum surplus required of it
by this code as prerequisite for continuance of its
certificate of authority, and the deficiency is not
cured from other sources, its directors may make an
assessment only on its members who at any time
within the twelve (12) months immediately preced-
ing the date such assessment was authorized by its
directors held policies providing for contingent li-
ability.

copmptaion 2. A member's proportionate part of any de-
liability. ficiency shall be computed by applying to the pre-

mium earned within such twelve-month period on
his contingently liable policy or policies the ratio
of the total deficiency to the total premium earned
during such period on all contingently liable pol-
icies.

No offset 3N ebrsalhv nofe n
for losses 3Nommeshlhaeaofetagainstan
or unearned
premium, assessment for which he is liable, on account of any

claim for unearned premium or losses payable.
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SEC. .09.24 Mutual-Assessment Liability: The mutual
contingent liability of members of a domestic mu- liability.

tual insurer doing business on the assessment pre-
mium plan shall be called upon and enforced by its
directors as provided in its by-laws.

SEC. .09.25 Contingent Liability as Asset: Any Contingent

contingent liability of members of a domestic mu- as asset.
tual insurer to assessment does not constitute an
asset of the insurer in any determination of its fi-
nancial condition, except that as to life insurance
the actual recoverable contingent liability of policy-
holders may, in the discretion of the Commissioner,
be allowed to the extent of the excess of liabilities
over other assets.

SEC. .09.26 Lien on Reserves: As to life insur- Leerves

ance, any contingent liability of policyholders shall
first be asserted by placing a lien on the reserves
held by the insurer to the credit of such policy-
holders.

SEC. ..09.27 Non-Assessable Policies: 1. A do- Contir.gent

mestic mutual insurer on the cash premium plan, of members

after it has established a surplus not less in amount extlnguished.

than the minimum capital funds required of a do-
mestic stock insurer to transact like kinds of in-
surance, and for so long as it maintains such surplus,
may extinguish the contingent liability of its mem-
bers to assessment and omit provisions imposing
contingent liability in all policies currently issued.

2. Any deposit made with the Commissioner as a Deposit

prerequisite to the insurer's certificate of authority insrls

may be included as part of the surplus required
in this section.

3. When the surplus has been so established and Certifleate of

the Commissioner has so ascertained, he shall issue authority.

to the insurer, at its request, his certificate author-
izing the extinguishment of the contingent liability
of its members and the issuance of policies free
therefrom.
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Non-assess- 4.Wieimanansupufudinmot
able poicies 4.Wieimanansupufudinmot
imy b not less than the minimum cptlrequired ofa do-

mestic stock insurer authorized to transact like
kinds of insurance, and subject to the require-
ments of paragraph three of section .11.12 as to
special surplus, a foreign or alien mutual insurer on
the cash premium plan may, if consistent with its
charter and the laws of its domicile, issue nonas-
sessable policies covering subjects located, resident,
or to be performed in this state.

A~plics to SEC. .09.28 Applies to All Policies: The Commis-
al olcis.sioner shall not authorize a domestic mutual insurer

so to extinguish the contingent liability of any of
its members or in any of its policies to be issued, un-
less it qualifies to and does extinguish such liability
of all its members and in all such policies for all
kinds of insurance transacted by it. Except, that if
required by the laws of another state in which such
an insurer is transacting insurance as an authorized
insurer, the insurer may issue policies providing
for the contingent liability of such of its members as
may acquire such policies in such state, and need
not extinguish the contingent liability applicable
to policies theretofore in force in such state.

Revocation SEC. .09.29 Revocation of Authority: 1. The
of authority.f

Commissioner shall revoke -the authority of a do-
mestic mutual insurer so to extinguish the contin-
gent liability of its members if

(1) At any time the insurer's assets are less than
the sum of its liabilities and the surplus required
for such authority, or

revoked. (2) the insurer, by resolution of its directors
approved by its members, requests that the author-
ity be revoked.

Newv or 2. Uon revocation of suchauhrtfoanrenewed .Uauhrtfoan

policies, cause, the insurer shall not thereafter issue any

policies without contingent liability, nor renew any
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policies then in force without written endorsement
thereon providing for contingent liability.

SEC. .09.30 Dividends: 1. The directors of a do- Dividcncls.

mestic mutual insurer on the cash premium plan
may from time to time apportion and pay to its
members. as entitled thereto, dividends only out of
that part of its surplus funds which are in excess of
its required minimum surplus and which represent
net realized savings and net realized earnings from
its business.

2. Any classification of its participating policies ctilfca-

and of risks assumed thereunder which the insurer
may make shall be reasonable. No dividend shall be
paid which is inequitable, or which unfairly dis-
criminates as between such classifications or as be-
tween policies within the same classification.

3. No dividend, otherwise earned, shall be made Dvdno

contingent upon the payment of renewal premium 'peim

on any policy.

SEC. .09.31 Non-Participating Policies: 1. If its Non-partici-

articles of incorporation so provide, a domestic mu- policies.

tual insurer on the cash premium plan may, while
it is authorized to issue policies without contingent
liability to assessment, issue policies not entitled to
participate in the insurer's savings and earnings.

2. Such insurer shall not issue in this state both May notIseboth.
participating and non-participating policies for the
same class of risks; except, that both participating
and non-participating life insurance policies may
be issued if the right or absence of the right to par- Exception.

ticipate is reasonably related to the premium
charged.

SEC. .09.32 Borrowed Capital: 1. A domestic MU- Borrowed

tual insurer on the cash premium plan may, with the capital.

Commissioner's advance approval and without the
pledge of any of its assets, borrow money to defray
the expenses of its organization or for any purpose
required by its business, upon an agreement that
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such money and such interest thereon as may be
agreed upon, but not exceeding six per cent (6%o)
per annum, shall be repaid only out of the insurer's
earned surplus in excess of its required minimum
surplus.

To shoin 2. Any money so borrowed shall not form a part
statement, of the insurer's legal liabilities or be the basis of any

set-off; but until repaid, financial statements filed or
published by the insurer shall show as a footnote
thereto the amount thereof then unpaid together
with interest thereon accrued but unpaid.

sine' 3. The Commissioner's approval of such loan,
approval, if granted, shall specify the amount to be borrowed,

the purpose for which the money is to be used, the
terms and form of the loan agreement, the date by
which the loan must be completed, and such other
related matters as the Commissioner shall deem
proper. If the money is to be borrowed upon mul-
tiple agreements, the agreements shall be serially
numbered. No loan agreement or series thereof
shall have or be given any preferential rights over
any other such loan agreement or series. No com-
mission or promotional expense shall be incurred or
be paid on account of any such loan.

Repayment SEC. .09.33 Repayment of BorwdCapital: 1.of borrowed Broe
capital. The insurer may repay any loan made pursuant to

section .09.32, only out of its realized net earned
surplus in excess of the minimum surplus required
for the kinds of insurance transacted. No such loan
shall be repaid out of borrowed money.

When2.Teisrrsalrpyaysclonoa
repayable. 2.Teisrrsalrpyaysclonra

part thereof when its realized net earned surplus
has become adequate to so repay without unrea-
sonable impairment of the insurer's operations.

When more 3. If there is more than one loan, or if the loan
than one
loan, is represented by multiple agreements, the loan

agreement shall provide, in addition to any other
time of repayment specified thereon, that any part
of the loan may be so repaid at any time by selec-
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tion by lot, under supervision of the Commissioner,
of those loan agreements, out of all similar agree-
ments then outstanding, to be then repaid in part
or in whole.

4. No repayment of such loan shall be made com-it-
unless approved by the Commissioner. The insurer areyet

shall notify the Commissioner in writing not less
than sixty (60) days in advance of its intention to
repay such loan or any part thereof, and the Com-
missioner shall forthwith ascertain whether the
insurer's financial condition is such that the repay-
ment can properly be made.

5. Upon dissolution and liquidation of the in- Repayment

surer, after the retirement of all its other outstand-d~olto
ing obligations the holders of any such loan agree-
ments then remaining unpaid shall be entitled to
payment before any distribution to the insurer's
members.

SEC. .09.34 Impairment of Surplus: 1. If the impairment
surplus of a domestic mutual insurer on the cash of surplus.

premium plan falls below the amount required by
this code for the kinds of insurance authorized to
be transacted, the Commissioner shall at once as-
certain the amount of the deficiency and serve no-
tice upon the insurer to cure the deficiency within
niney [ninety] days after such service of notice.

2. If the deficiency is not made good in cash or When

in assets eligible under this code for the investment islet

of the insurer's funds, and proof thereof filed with
the Commissioner within such ninety-day period,
the insurer shall be deemed insolvent and shall be
proceeded against as authorized by this code.

3. If the deficiency is not made good the insurer rlce

shall not issue or deliver any policy after the ex- sued.

piration of such ninety-day period. Any officer or
director who violates or knowingly permits the
violating of this provision shall be subject to a fine of Penalty.

from fifty dollars ($50) to one thousand dollars
($1,000) for each violation.
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Cannot SC 0.5Cneso rRisrne .N
change f rom SC 0.5Cneso rRisrne .N
mutualkt domestic mutual insurer shall hereafter be con-

verted, changed, or reorganized as a stock corpora-
tion.

May be2.Scanisrrmyewhlyrisrdn
wholly2.Scanisrrmybwhlyrisrdn
reinsured. and its assets transferred to and its liabilities as-

sumed by another mutual or stock insurer under
such terms and conditions as are approved by the
Commissioner in advance of such reinsurance.

Cormnis- 3. The Commissioner shall not approve any such
apprve. reinsurance agreement which does not determine

the amount of and make adequate provision for pay-
ing to policyholders of such mutual insurer, reason-
able compensation for their equities as owners of
such insurer, such compensation to be apportioned
to policyholders as identified and in the manner
prescribed in section .09.36.

Members' SEC. .09.36 Members' Share of Assets: 1. Upon
share of
assets. the liquidation of a domestic mutual insurer, its

assets remaining after discharge of its indebtedness
and policy obligations shall be distributed to its
members who were such within the thirty-six (36)
months prior to the last termination of its certificate
of authority.

Proportion- 2. The distributive share of each such member
ateshae. shall be in the proportion that the aggregate pre-

miums earned by the insurer on the policies of the
member during the combined periods of his mem-
bership, bear to the aggregate of all premiums so
earned on the policies of all such members. If a
life insurer, the insurer shall make a reasonable
classification of its life insurance policies so held
by such members and ai formula based upon such
classification for determining the equitable dis-
tributive share of each such member. Such clas-
sification and formula shall be subject to the Coin-
missioner's approval.
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ARTICLE TEN
RECIPROCAL INSURERS

SEC. .10.01 "Reciprocal" Insurance Defined: "Re- i'eipoal'

ciprocal" insurance is that resulting from an inter- srne

exchange among persons, known as "subscribers,"
of reciprocal agreements of indemnity, the inter-
exchange being effectuated through an "attorney-
in-fact" common to all such persons.

SEC. .10.02 "Reciprocal Insurer" Defined: A "re- "Reciprocal

ciprocal insurer" means an unincorporated aggre-
gation of subscribers operating individually and
collectively through an attorney-in-fact to provide
reciprocal insurance among themselves.

SEC. .10.03 Scope of Article: All authorized re- scope of
ciprocal insurers shall be governed by those sec- atce

tions of this article not expressly made applicable
to domestic reciprocal insurers.

SEC. .10.05 Insuring Powers of Reciprocals: 1. Insuring
pwrs of

A reciprocal insurer may, upon qualifying therefor rei p r ocealIs.

as provided by this code, transact any kind or kinds
of insurance defined by this code, other than life or
title insurances.

2. A reciprocal insurer may purchase reinsur- Reinsurance.

ance upon the risk of any subscriber, and may grant
reinsurance as to any kind of insurance which it is
authorized to transact direct.

SEC. .10.06 Name, Suits: A reciprocal insurer
shall:

(1) Have and use a business name. The name Name.

shall include the word "reciprocal," or "inter-in-
surer," or "inter-insurance," or "exchange," or
"underwriters,"~ or "underwriting."

(2) Sue and be sued in its own name. Suits.

SEC. .10.07 Surplus Funds Required: 1. A do- sur'us
mestic reciprocal insurer hereafter formed, if it has required.

otherwise complied with the provisions of this code,
may be authorized to transact insurance if it de-
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posits and maintains on deposit with the Commis-
sioner surplus funds as follows:

Propery (1) To transact property insurance, surplus
funds of not less than one hundred thousand dol-
lars ($100,000).

inuane (2) To transact vehicle insurance, surplus funds
of not less than two hundred thousand dollars
($200,000).

kither 2. A domestic r-eciprocal insurer may be author-
ized to transact other kinds of insurance in addition
to that for which it was originally authorized, if it
has otherwise complied with the provisions of this
code therefor and possesses and maintains additional
surplus funds in amount as required under section
.11.12. Such additional surplus funds need not be
deposited with the Commissioner.

Deposit. 3. A domestic reciprocal insurer heretofore
formed shall maintain on deposit with the Commis-
sioner surplus funds of not less than the sum of one
hundred thousand dollars ($100,000), and shall have
additional surplus in the amount of any additional
surplus funds required by this code for authority
to transact kinds of insurance transacted by it in
addition to that authorized by its original certificate
of authority. Such additional surplus funds need
not be deposited with the Commissioner.

"Attorney." SEC. .10.08 "Attorney": "Attorney" as used in
this article refers to the attorney-in-fact of a recip-
rocal insurer.

Twenty-five SEC. .10.09 Organization of Reciprocal Insurer:
persns. 1. Twenty-five (25) or more persons domiciled in

this state may organize a domestic reciprocal insurer
and in compliance with this code make application to
the Commissioner for a certificate of authority to
transact insurance.

Declaration, 2. When applying. for a certificate of authority,
the original subscribers and the proposed attorney
shall fulfill the requirements of and shall execute
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and file with the Commissioner a declaration setting
forth:

(1) the name of the insurer; Namne.

(2) the location of the insurer's principal office, Offce.
which shall be the same as that of the attorney and
shall be maintained within this state;

(3) the kinds of insurance proposed to be trans- Insurance.

acted;
(4) the names and addresses of the original sub- Subscribers.

scribers;
(5) the designation and appointment of the pro- Attorney.

posed attorney and a copy of the power of attorney;
(6) the names and addresses of the officers and Officers and

directors of the attorney, if a corporation, or of its drcos

members, if a firm;
(7) the powers of the subscribers' advisory COrn- Advisory

mittee and the names and terms of office of the committee.

members thereof;
(8) that all monies paid to the reciprocal, after Holding

deducting therefrom any sum payable to the attor- mny

ney, shall be held in the name of the insurer and for
the purposes specified in the subscriber's agreement;

(9) a copy of the subscriber's agreement; Agreement.

(10) a statement that each of the original sub- Premiums

scribers has in good faith applied for insurance of .. eeivd,

the kind proposed to be transacted, and that the
insurer has received from each such subscriber the
full premium or premium deposit required for the
policy applied for, for a term of not less than six (6)
months at the rate theretofore filed with and ap-
proved by the Commissioner;

(11) a statement of the financial condition of rinancial

the insurer, a schedule of its assets, and a statement
that the surplus as required by section .10.07 is on
hand;

(12) a copy of each policy, endorsement, and Forms,
application form it then proposes to issue or use.

Such declaration shall be acknowledged by each
such subscriber and by the attorney in the manner
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required for the acknowledgment of deeds to real
estate.

Policies SEC. .10.10 Policies Effective: Any policy ap..
effective.

plied for by an original subscriber shall become
effective coincidentally with the issuance of a cer-
tificate of authority to the reciprocal insurer.

Issuance, SEC. .10.11 Certificate of Authority: 1. The cer-
tificate of authority of a reciprocal insurer shall be
issued to its attorney in the name of the insurer.

Refusal. 2. The Commissioner may refuse, suspend, or
Revocation, revoke the certificate of authority, in addition to

other grounds therefor, for failure of its attorney to
comply with any provision of this code.

Power of SEC. .10.12 Power of Attorney: 1. The rights
Attorney, and powers of the attorney of a reciprocal insurer

shall be as provided in the power of attorney given
it by the subscribers.

Contents. 2. The power of attorney must set forth:
Powvers. (1) The powers of the attorney;
Service (2) that the attorney is empowered to accept
of process. service of process on behalf of the insurer and to

authorize the Commissioner to receive service of
process in actions against the insurer upon contracts
exchanged;

Services. (3) the services to be performed by the attor-
ney in general;

Deduction. (4) the maximum amount to be deducted from
advance premiums or deposits to be paid to the at-
torney;

Liability of (5) except as to nonassessable policies, a provi-
subcrbes.sion for a contingent several liability of each sub-

scriber in a specified amount which amount shall be
not less than one (1) nor more than ten (10) times
the premium or premium deposit stated in the
policy;

Optional 3. The power of attorney may:
provisions. (1) Provide for the right of substitution of the
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attorney and revocation of the power of attorney Substitution.

and rights thereunder;
(2) impose such restrictions upon the exercise Restrictions.

of the power as are agreed upon by the subscribers;
(3) provide for the exercise of any right re- Ejxercise

served to the subscribers directly or through their Stbscribers.

advisory committee;
(4) contain other lawful provisions deemed ad- othler

visable.
4. The terms of any power o attorney or agree- Reasonable

ment collateral thereto shall be reasonable and equi- equitable.

table, and no such power or agreement or any
amendment thereof, shall be used or be effective in
this state until approved by th-v Commissioner.

SEC. .10.13 Modifications: Modification of the Modiflca-

terms of the subscriber's agreement or of the power tos

of attorney of a domestic r aciprocal insurer shall be
made jointly by the atto,.ney and the subscribers'
advisory committee. No such modificat-on shall be
effective retroactively, nor as to any insurance con-
tract issued prior thereto.

SEC. .10.14 Attorney's Bond: 1. Concurrently Attorney's

with the filing of the declaration provided for in sec-bod
tion .10.09, (or, if an existing domestic reciprocal
insurer, within ninety (90) days after the effective
date of this code) the attorney of a domestic recip-
rocal shall file with the Commissioner a bond run-
ning to the State of Washington. The bond shall be
executed by the attorney and by an authorized cor-
porate surety, and shall be subject to the Commis-
sioner's approval.

2. The bond shall be in the penal sum of twenty- Amount.

five thousand dollars ($25,000), conditioned that the
attorney will faithfully accri:-A for all monies and
other property of the insurer coming into his hands,
and that he will not withdraw or appropriate for his
own use from the funds of the insurer any monies
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or property to which he is not entitled under the
power of attorney.

Cancellation. 3. The bond shall provide that it is not subject
to cancellation unless thirty (30) days advance no-
tice in writing of intent to cancel is given to both
the attorney and the Commissioner.

DORosit SEC. .10.15 Deposit in Lieu: In lieu of such
in ieu. bond, the attorney may maintain on deposit with the

Commissioner a like amount in cash or in value of
securities qualified under this code as insurers' in-
vestments, and subject to the same conditions as the
bond.

Actions SEC. .10.16 Actions on Bond: Action on the at-
on bond. torney's bond or to recover against any such de-

posit made in lieu thereof may be brought at any
one time by one (1) or more subscribers suffering
loss through a violation of the conditions thereof or
by a receiver or liquidator of the insurer. Amounts
so recovered shall be deposited in and become part
of the insurer's funds.

Legal SEC. .10.17 Legal Process: 1. A certificate of
procss. authority shall not be issued to a domestic reciprocal

insurer unless prior thereto the attorney has exe-
cuted and filed with the Commissioner the insurer's
irrevocable authorization of the Commissioner to
receive legal process issued in this state against the
insurer upon any cause of action arising within this
state.

Service on 2. The provisions of section .05.21 shall apply to
sioner. service of such process upon %he Commissioner.

Service on 3. In lieu of service on the Commissioner, legal
Attrny. process may be served upon a domestic reciprocal

insurer by serving the insurer's attorney at his prin-
cipal offices.

Effect of 4. Any judgment against the insurer based upon
judgment. legal process so served shall be binding upon each of

the insurer's subscribers as their respective interests

[ 260 1

Cii, 79.]



SESSION LAWS, 1947.[C.79

may appear and in an amount not exceeding their
respective contingent liabilities.

SEC. .10.18 Annual Statement: The annual state- Annual

ment of a reciprocal insurer shall be made and filed
by the attorney.

SEC. .10.19 Repayment of Contribution: No con- Repayment

tribution to a domestic reciprocal insurer's surplus tribution.

by the attorney shall be retrievable by the attorney
except under such terms and in such circumstances
as the Commissioner approves.

SEC. .10.20 Determining Financial Condition: In Determining

determining the financial condition of a reciprocal conditi.

insurer the Commissioner shall apply the following
rules:

1. He shall charge as liabilities the same re- Rules. a

serves as are required of incorporated insurers issu- liabilities.

ing nonassessable policies on a reserve basis.
2, The surplus deposits of subscribers shall be Surplus

allowed as assets, except that any premium de- asstss

posit delinquent for ninety (90) days shall first be
charged against such surplus deposit.

3. The surplus deposits of subscribev.s shall not Not a

be charged as a liability, liability.

4. All premium deposits delinquent less than Premium

ninety (90) days shall be allowed as assets. deposits.

5. An assessment levied upon subscribers, and Assessments.

not collected, shall not be allowed as an asset.
6. The contingent liability of subscribers shall Contingent

not be allowed as an asset. liability.

7. The computation of reserves shall be based Computation

upon premium deposits other than membership fees of res erves.

and without any deduction for the compensation of
the attorney.

SEC. .10.22 Subscribers: Any person, govern- Subscribers.

ment or governmental agency, state or political sub-
division thereof, public or private corporation, board,
association, estate, trustee, or fiduciary may be a
subscriber of a reciprocal insurer.
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advisory SEC. .10.23 Subscribers' Advisory Committee:
committee. 1. The advisory committee of a domestic reciprocal

insurer exercising the subscribers' rights shall be
Selection, selected under such rules as the subscribers adopt.
Membership. 2. Not less than three-fourths of such committee

shall be composed of subscribers other than the
attorney, or any person employed by, repre-
senting, or having a financial interest in the attorney.

Duties. 3. The committee shall:
Finances. (1) Supervise the finances of the insurer;
Operations. (2) supervise the insurer's operations to such

extent as to assure their conformity with the sub-
scribers' agreement and power of attorney;

Audit. (3) procure the audit of the accounts and rec-
ords of the insurer and of the attorney at the expense
of the insurer;

Oth~er (4) have such additional powers and functions
as may be conferred by the subscribers' agreement.

Subscriber's SEC. .10.25 Subscriber's Liability: 1. The lia-
liability. bility of each subscriber subject to assessment for

the obligations of the reciprocal insurer shall not be
Several, joint, but shall be individual and several.
Contingent 2. Each subscriber who is subject to assessment
liability, shall have a contingent assessment liability, in the

amount provided for in the power of attorney or in
the subscribers' agreement, for payment of actual
losses and expenses incurred while his policy was
in force. Such contingent liability may be at the
rate of not less than one (1) nor more than ten (10)
times the premium or premium deposit stated in
the policy, and the maximum aggregate thereof shall
be computed ill the manner set forth in section .10.29.

Statement 3. Each assessable policy issued by the insurer
in policy.

shall plainly set forth a statement of the contingent
liability.

Subscriber's SEC. .10.26 Subscriber's Liability on Judgments:
liability
on Judg- 1. No action shall lie against any subscriber upon
Ments.

any obligation claimed against the insurer until a
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final judgment has been obtained against the insurer Jagint

and remains unsatisfied for thirty (30) days. insurer.

2. Any such judgment shall be binding upon each Bindsi

subscriber only in such proportion as his interests proporj
may appear and in an amount not exceeding his con-
tingent liability, if any.

SEC. .10.27 Assessments: 1. Assessments may Assessments.

be levied from time to time upon the subscribers of
a domestic reciprocal insurer, other than as to non-
assessable policies, by the attorney upon approval in
advance by the subscribers' advisory committee and Levy.

the Commissioner; or by the Commissioner in liqui-
dation of the insurer.

2. Each such subscri1ber's share of a deficiency Com~puta t ion

for which an assessment is made, not exceeding in o eliny

any event his aggregate contingent liability as com-
puted in accordance with section .10.29, shall be
computed by applying to the premium earned on
the subscriber's policy or policies during the period
to be covered by the assessment, the ratio of the
total deficiency to the total premiums earned dur-
ing such period upon all policies subject to the assess-
ment.

3. In computing the earned premiums for the computation
purposes of this section, the gross premium received premium.

by the insurer for the policy shall be used as a base,
deducting therefrom solely charges not recurring
upon the renewal or extension of the policy.

4. No subscriber shall have an offset against any No offset.

assessment for which he is liable, on account of any
claim for unearned premium or losses payable.

SEC. .10.28 Time Limit for Assessment: Every Time limit
for assess-subscriber of a domestic reciprocal insurer having ment.

contingent liability shall be liable for, and shall pay
his share of any assessment, as computed and limited
in accordance with this article, if,

(1) while his policy is in force or within one (1) Notice of
intention

year after its termination, he is notified by either the to levy'.
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attorney or the Commissioner of his intentions to
levy such assessment, or

Show cause (2) if an order to show cause wya receiver,
order issued,.h

conservator, rehabilitator, or liquidator of the in-
surer should not be appointed is issued pursuant to
section .3 1.19 while his policy is in force or within
one (1) year after its termination.

Aggregate SEC. .10.29 Aggregate Liability: No one policy
liailiy. or subscriber as to such policy, shall be assessed or

be charged with an aggregate of contingent liability
as to obligations incurred by a domestic re'--iprocal
insurer in any one (1) calendar year, in E <cess of
the number of times the premium as state~i in the
policy as computed solely upon premium earned
on such policy during that year.

abNolsses. SEC. .10.30 Nonassessable Policies: 1. Subject
abeplce.to the special surplus requir 'ements of paragraph

three of section .11.12, if a reciprocal insurer has a
surplus of assets over all liabilities at least equal to
the minimum capital stock required of a domestic
stock insurer authorized to transact like kinds of
insurance, upon application of the attorney and as

metnguishove by the subscribers' advisory committee
contingent teCi
liability. th omissioner shall issue his certificate authoriz-

ing the insurer to extinguish the contingent liability
of subscribers under its policies then in force in this
state, and to omit provisions imposing contingent
liability in all policies delivered or issued for delivery
in this state for so long as all such surplus remains
unimpaired.

]Revocation, 2. Upon impairment of such surplus, the Com-
missioner shall forthwith revoke the certificate. No
policy shall thereafter be issued or renewed with-
out providing for the contingent assessment lia-
bility of subscribers.

Extinguishied 3. The Commissioner shall not authorize a do-
to all
policies. mest~c reciprocal insurer so to extinguish the con-

tingent liability of any of its subscribers or in any
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of its policies to be issued, unless it qualifies to and
does extinguish such liability of all its subscribers
and in all such policies for all kinds of insurance
transacted by it. Except, that if required by the
laws of another state in which the insurer is trans- Exception.

acting insurance as an authorized insurer, the in-
surer may issue policies providing for the contingent
liability of such of its subscribers as may acquire
such policies in such state, and need not extinguish
the contingent liability applicable to policies there-
tofore in force in such state.

SEC. .10.31 Share in Savings: A reciprocal in- Share in

surer may from time to time return to its subscribers
any savings or credits accruing to their accounts.
Any such distribution shall not unfairly discriminate
between classes of risks, or policies, or between sub-
scribers.

SEC. .10.32 Subscriber's Share of Assets: Upon Subscriber's
share of

the liquidation of a domestic reciprocal insurer, its assets.

assets remaining after discharge of its indebtedness
and policy obligations, the return of any contribu-
tion of the attorney to its surplus made as provided
in section .10.19, and the return of any unused
deposits, savings, or credits, shall be distributed to
its subscribers who were such within the twelve (12)
months prior to the last termination of its certificate
of authority according to such formula as may have
been approved by the Commissioner.

SEC. .10.33 Merger or Conversion: 1. A domes- Merger or

tic reciprocal insurer, upon affirmative vote of not conversion.

less than two-thirds of the subscribers who vote
upon such merger pursuant to such notice as may
be approved by the Commi,3sioner and with the
approval of the Commissioner of the terms therefor,
may merge with another reciprocal insurer or be
converted to a stock or mutual insurer.

2. Such a stock or mutual insurer shall be Sub- samere
quirements

ject to the same capital requirements and shall have as domestic
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the same rights as a like domestic insurer transacting
like kinds of insurance.

Plan must be 3. The Commissioner shall not approve any plan
equitable. for such merger or conversion which is inequitable

to subscribers, or which, if for conversion to a stock
insurer, does not give each subscriber preferential
right to acquire stock of the proposed insurer pro-
portionate to his interest in the reciprocal insurer
as determined in accordance with section .10.32 and
ai reasonable length of time within which to e'nercise
such right.

rn 'pal. SEC. .10.34 Impaired Reciprocals: 1. If the assets
r .Is.of a domestic reciprocal insurer are at any time

insufficient to discharge its liabilities other than any
liability on account of funds contributed by the
attorney, and to maintain the surplus required for
the kinds of insurance it is authorized to transact,
its attorney shall forthwith levy an assessment upon
subscribers made subject to assessment by the terms
of their policies for the amount needed to make up
the deficiency.

Failure to 2. If the attorney fails to make the assessment
met r aywithin thirty (30) days after the Commissioner

deficiency.
orders him to do so, or if the deficiency is not fully
made up within sixty (60) days after the date the
assessment was made, the insurer shall be deemed
insolvent and shall be proceeded against as author-
ized by this code.

Liquidation. 3. If liquidation of such an insurer is ordered,
an assessment shall be levied upon the subscribers
for such an amount, subject to limits as provided
by this article, as the Commissioner determines to be
necessary to discharge all liabilities of the insurer,
exclusive of any funds contributed by the attorney,
but including the reasonable cost of the liquidation.
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ARTICLE ELEVEN
INSURING POWERS

SEC. .11.01 Kinds of Insurance and Capital Re- Kinds of
insurancequired: 1. Domestic stock insurers may transact and capital

kinds of insurance in this state upon qualifyingreued
therefor and by having paid-in capital and surplus
represented by assets, all as follows:

Minimum
Minimum Surplus
Capital Initially

Required Required
(1) Life insurance ........ $100,000.00 $50,000.00 Minimum
(2) Disability insurance.. . $100,000.00 $25,000.00 capital andsurplus
(a) Life and Disability n- required.

surance ............. $125,000.00 $75,000.00
(3) Property insurance . $200,000.00 $50,000.00
(4) Marine and Transpor-

tation insurance ...... $250,000.00 $150,000.00
(5) Casualty insurar res:
(a) Vehicle only ......... $200,000.00 $100,000.00
(b) General casualty ... $300,000.00 $150,000.00
(6) Surety insurances
(a) Surety..............$300,000.00 $100,000.00
(b) Bail bonds only ....... $50,000.00 $25,000.00
(7) Titie Insurance:

In accordance with the provisions of article
twenty-nine of this code.

(8) All insurances, except
life and title insurances $450,000.00 $250,000.00

SEC. .11.02 Life Insurance Defined: Life insur- Life

ance is insurance on human lives and insurances ap-inuac
pertaining thereto or connected therewith. For the
purposes of this code the transacting of life insurance
includes the granting of annuities and endowment
benefits; additional benefits in event of death by
accident; additional benefits in event of the total and
permanent disability of the insured; and optional
modes of settlement of proceeds.

SEC. .11.03 Disability Insurance Defined: Dis- Disability

ability insurance is insurance against bodily injury, isrne
disablement or death by accident, against disable-
ment resulting from sickness, and every insurance
appertaining thereto.
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Pnsropert SEC. .11.04 Property Insurance Defined: Prop-
erty insurance is insurance against loss of or damage
to real or personal property of every kind and any
interest therein, from any or all hazard or cause,
and against loss consequential upon such loss or
damage.

Marine and SEC. .11.05 Marine and Transportation Insurance
transporta-
tion Defined: Marine and transportation insurance is:

(1) Insurance against loss of or damage to:

Vessels, ve (a) Vessels, craft, aircraft, vehicles, goods,
chos~esod freights, cargoes, merchandise, effects, disburse-

bttory, ments, profits, moneys, securities, choses in action,
etc. evidences of debt, valuable papers, botto mry, and

respondentia interests and all other kinds of prop-
erty and interests therein, in respect to, appertain-
ing to or in connection with any and all risks or
perils of navigation, transit or transportation, or
while being assembled, packed, crated, baled, com-
pressed or similarly prepared for shipment or while
awaiting shipment, or during any delays, storage,
transshipment, or reshipment incident thereto, in-
cluding war risks, marine builder's risks, and all per-
son [personal] property floater risks.

Person or (b) Person or property in connection with or
propertfigapring to amarine, transit ortransportation
insurance. insurance, including liability for loss of or damage

to either incident to the construction, repair, opera-
tion, maintenance or use of the subject matter of
such insurance (but not including life insurance or
surety bonds nor insurance against loss by reason of
bodily injury to any person arising out of the owner-
ship, maintenance, or use of automobiles).

Precious (c) Precious stones, jewels, jewelry, precious
stones. metals, whether in course of transportation or other-

wise.
Bridges, (d) Bridges, tunnels and other instrumentalities
tunnels. of transportation and communication (excluding

buildings, their furniture and furnishings, fixed con-
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tents and supplies held in storage); piers, wharves , aition

docks and slips, and other aids to navigation and
transportation, including dry docks and marine rail-
ways, dams and appurtenant facilities for the con-
trol of waterways.

(2) "Marine *protection and indemnity insur-"Mrn io

ance," meaning insurance against, or against legal Inuac.

liability of the insured for, loss, damage, or expense
incident to ownership, operation, chartering, main-
tenance, use, repair or construction of any vessel,
craft or instrumentality in use in ocean or inland
waterways, including liability of the insured for
personal injury, illness or death or for loss of or
damage to the property of another person.

SEC. .11.06 Vehicle Insurance Defined: 1. Ve- Vehicle
insurance

hicle insurance is insurance against loss or damage defined.

to any land vehicle or air'craft or any draft or riding
animal or to property while contained therein or
thereon or being loaded or unloaded therein or there-
from, and against any loss or liability resulting from
or incident to ownership, maintenance, or use of any
such vehicle or aircraft or animal.

2. Insurance against accidental death or acciden- When death
or accident

tal injury to individuals while in, entering, alighting inuac
from, adjusting, repairing, cranking, or caused by
being struck by a vehicle, aircraft, or draft or rid-
ing animal, if such insurance is issued as part of
insurance on the vehicle, aircraft, or draft or riding
animal, shall be deemed to be vehicle insurance.

SEC. .11.07 General Casualty Insurance Defined: General

General casualty insurance includes vehicle insur- insurance.

ance as defined in section .11.06, and in addition is Vehicle

insurance: insurance.

(1) Against legal liability for the death, injury, L~a

or disability of any human being, or for damage to laiiy

property.
(2) Of medical, hospital, surgical and funeral Medical

benefits to persons other than the insured, injured, xes.
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irrespective of legal liability of the insured, when
issued with or supplemental to insurance against
legal liability for the death, injury or disability of
human beings.

Workmen's (3) Of the obligations accepted by, imposed
tiounsa upon, or assumed by employers under law for work-

men's compensation.
Bur ary, (4) Against loss or damage by burglary, theft,

version, etC. larceny, robbery, forgery, fraud, vandalism, mali-
cious mischief, confiscation or wrongful conversion,
disposal or concealment, or from any attempt of any
of the foregoing; also insurance against loss of or
damage to moneys, coins, bullion, securities, notes,
drafts, acceptances or any other valuable papers or
documents, resulting from any cause, except while
in the custody or possession of and being transported
by any carrier for hire or in the mail.

Personal (5) Upon personal effects against loss or damage
effects.

from any cause.
Glass, (6) Against loss or damage to glass, including

its lettering, ornamentation and fittings.
Accidents (7) Against any liability and loss or damage to
or explosions
of boilers, property resulting from accidents to or explosions

etc. of boilers, pipes, pressure containers, machinery, or
apparatus and to make inspection of and issue cer-
tificates of inspection upon elevators, boilers, ma-
chinery, and apparatus of any kind.

Water (8) Against loss or damage to any property
damage, caused by the breakage or leakage of sprinklers,

water pipes and containers, or by water entering
through leaks or openings in buildings.

Credit (9) Against loss or damage resulting from failure
Insrane. of debtors to pay their obligations to the insured

(credit insurai tee).
Other (10) Against any other kind of loss, damage, or

kinds. liability properly the subject of insurance and not
within any other kind or kinds of insurance as de-
fined in this article, if such insurance is not contrary
to law or public policy.
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SEC. .11.08 Surety Insurance Defined: Surety iuace.

insurance includes:
(1) Credit insurance as defined in item (9) Credit.

of section .11.07.
(2) Bail bond insurance as defined in section Bail-bond.

.11.09.
(3) Fidelity insurance, which is insurance guar- Fidelity.

anteeing the fidelity of persons holding positions of
public or private trust.

(4) Guaranteeing the performance of contracts, Performance

other than insurance policies, and guaranteeing and suretyship.

executing bonds, undertakings, and contracts of
suretyship.

(5) Indemnifying banks, bankers, brokers, finan- Lossofb
cial or moneyed corporations or associations against inets

loss resulting from any cause of bills of exchange, by financialInsti tutions.
notes, bonds, securities, evidence of debts, deeds,
mortgages, warehouse receipts, or other valuable
papers, documents, money, precious metals and
articles made therefrom, jewelry, watches, neck-
laces, bracelets, gems, precious and semi-precious
stones, including any loss while the same are being
transported in armored motor vehicles, or by mes-
senger, but not including any other risks of trans- Damage to

Eremises byportation or navigation; also against loss or damage gurglary, etc.

to such an insured's premises, or to his furnishings,
fixtures, equipment, safes and vaults therein, caused
by burglary, robbery, theft, vandalism or malicious
mischief, or any attempt thereat.

SEC. .11.09 Bail Bond Insurance Defined: Bail Bail bond.

bond insurance is the guaranteeing that any person,
in or in connection with any proceedings in any
court, will

'11) attend in court when required, or Attend
court.

k2) will obey the orders or judgment of the Obey orders

court, as a condition to the release of such personofcut
from confinement, and the execution of bail bonds
for any such purpose. The making of property or

[E271 J
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cash bail does not constitute the transacting of bail
bond insurance.

Tite SEC. .11.10 Title Insurance Defined: Title insur-
defled. ance is insurance of owners of property or othors

having an interest therein, against loss by oncum-
brance, or defective titles, or adverse claim to title,
and services connected therewith.

Authority SEC. .11.11 Authority for Additional Powers:
for
adtonals Authority shall be granted or denied insurei s,

already authorized to transact one kind of insurance,
to transact additional kinds of insurance as follows:

Life (1) An insurer authorized to transact life in-
insurer.

surance shall not be authorized to transact any
additional kind of insurance other than disability
insurance; except, that any life insurer which im-
mediately prior to the effective date of this code,
held a certificate of authority to transact in this state

Exception, certain kinds of insurance in addition to life and dis-
ability insurance, may cont-*-iue to be 7,o authorized
by the Commissioner.

Title in- (2) An insurer authorized to transact title insur-
surnc onyance shall not be authorized to transact any addi-

tional kind of insurance.
Mutual (3) Mutual insurers on the assessment premium

= y plan shall not be authorized to transact any kind of
only, c insurance other than property insurance.

Domestic (4) Domestic mutual insurers formed under sec-
mnuual- tion .09.03 to insure a stated specific kind or class of

= y property or property meeting designated standards
only. ce of protection, shall not be authorized to transact

insurance other than property insurance, and that
only within the specific kind or class so stated or
meeting such designiated standards.

Domestic (5) A domestic mutual disability or general
m utual
disability property insurer shall not be authorized to transact
or general

= ysre any additional kinds of insurance unless it has and
ontrasc maintains surplus in the amount of fifty thousand

busiess- dollars ($50,000) in addition to the surplus required
wvhen. for such additional kinds of insurance.

[I 272 J
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(6) An insurer authorized to transact general Casualty-in-

casualty insurance shall be authorized to transact tra 1 Ci' S-an

disability insurance and fidelity insurance without in~trace.

requiring adidtional financial qualifications.

SEC. .11.12 Capital, Surplus, for Additional In- capital,
suring Powers: 1. Insurers, except as provided in additional

section .11.11, shall be authorized to transact kinds powers.

of insurance in addition to kinds already authorized
upon otherwise qualifying therefor and, subject to
special surplus requirements set forth in paragraph
three of this section, possessing capital stock, if a
stock insurer, or surplus, if a mutual or reciprocal
insurer, in addition to that required under this code
to be maintained to qualify for the kinds of insur-
ance theretofore authorized, in amount as required
under the following schedule "A".

2. Schedule "A":

[273]
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3. Special surplus shall be possessed as follows: t~~pj
(1) An insurer shall not be authorized to trans- Vehicle,

act any one of the following insurances,-vehicle, or casualty.
Marine and

general casualty (other than disability and fidelity), transport.-

or marine and transportation, or surety (other than surety.
bail bond and fidelity) ,-with any additional kind
of insurance unless it maintains at all times a spe-
cial surplus of not less than one hundred thousand
dollars ($100,000) in addition to the capital stock
(if a stock insurer) or surplus (if a mutual or recip-
rocal insurer) otherwise required.

(2) An insurer shall not be authorized to trans- All kind.
except life,

act all kinds of insurance exclusive of life, title, and title and

disability insurance, unless it possesses when first disability'.

so authorized, a special surplus of not less than two
hundred and fifty thousand dollars ($250,000) in ad-
dition to the capital stock (if a stock insurer) or
surplus (if a mutual or reciprocal insurer) other-
wise required. Such special surplus shall be inclu-
sive of the special surplus required pursuant to item
one of this paragraph. For the purpose of this para-
graph, general casualty insurances as defined in
section .11.07, and surety insurances as defined in
section .11.08, shall not be subdivided. The insurer
after being so authorized, may use in the develop-
ment of its business that part of such special surplus
which exceeds the amount required pursuant to item
one of this paragraph.

4. In applying the schedule set forth in paragraph A~yn

two of this section to a domestic reciprocal insurer drornest ic~

or to a domestic mutual insurer, the additional sur- orimutual

plus required is the lesser amount thereof as deter-
mined by using either property or vehicle insur-
ance, if a reciprocal insurer, or property or disability
insurance, if a mutual insurer, if such insurance is to
be included in the kinds proposed to be transacted,
as the initial kind authorized; and to which such
lesser amount shall be added any additional surplus
required pursuant to paragraph three of this section.
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Reinsurance. SEC. .11.13 Reinsurance: A domestic mutual
assessment insurer shall not have authority to ac-
cept reinsurance. Any other domestic insurer may
accept reinsurance only of such kinds of insurance as
it is authorized to transact direct.

Limit of SEC. .11.14 Limit of Risk: 1. No insurer shall
risk.

retain any fire or surety risk on any one subject of
insurance, whether located or to be performed in
this state or elsewhere, in an amount exceeding ten
per cent (10%/() of its surplus to policyholders, ex-
cept that:

Domestic (1) Domestic mutual insurers on the cash pre-
inues mium plan may insure up to the applicable limits

provided by sections .09.02, .09.03, or .09.06, if
greater.

Domestic (2) A domestic mutual property insurer on the
mutual
Frpr,tY assessment premium plan may retain fire risk on

any one subject in an amount not in excess of the
applicable limit provided in section .09.04 or section
.09.05, or ten per cent (10%) of its surplus, which-
ever is the greater.

Fire risks. (3) In the case of fire risks adequately protected
by automatic sprinklers or fire risks principally of
non-combustible construction and occupancy, an in-
surer may retain fire risks as to any one subject
in an amount not exceeding twenty-five per cent
(25%) of the sum of (a) its unearned premium re-
serve and (b) its surplus to policyholders.

;Subject of 2. For the purposes of this section, a "subject
srne"of insurance" as to insurance against fire includes

all properties insured by the same insurer which are
reasonably subject t3 loss or damage from the same
fire.

R~einsurance 3. Reinsurance in an alien reinsurer not quali-
reinsurer, fled under section .05.30 may not be deducted in de-

termining risk retained for the purposes of this
section.
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4. In the case of surety insurance, the net reten- Su l

tion shall be computed after deduction of reinsur-
ances, the amount assumed by any co-surety, the
value of any security deposited, pledged, or held
subject to the consent of the surety and for the pro-
tection of the surety.

5. This section shall not apply to insurance of Whiere sec-
marine risks or marine protection and indemnity applicable.

risks.

SEC. .11. 17 Use of Surplus: After qualifying for use of
authority to transact a kind of insurance, a domestic surpilus.

stock insurer may make use of its surplus for the
development of its business, subject to paragraph
three of section .11.12, to the extent that such use
does not result in impairment of its capital stock.
The amount of the largest minimum surplus re-
quired under section.11.O1 for any one of the kinds
of insurance such an insurer is authorized to trans-
act shall not be diminished by conversion into capi-
tal stock.

SEC. .11.18 Capital Funds Required of Foreign, capital
funds re-Alien Insurers: 1. Subject to the special surplus quired of
foreign, a lien

requirements of paragraph three of section .11.12, Insurers.

foreign stock insurers may be authorized to trans- Foreign
act insurance in this state upon otherwise qualify- stock

ing therefor and while possessing capital stock in
amount not less than the minimum capital required
of a domestic insurer authorized to transact like
kinds of insurance.

2. Subject to special surplus requirements pro- Allen

vided by paragraph three of section .11.12, alien foreign

insurers and foreign mutual insurers and foreign muInes
reciprocal insurers may be authorized to transac inues

insurance in this state upon otherwise qualifying
therefor and while possessing capital funds in
amount not less than the minimum capital required
of a domestic stock insurer authorized to transact
like kinds of insurance.
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Aeqdiremonal 3. Except, that a foreign or alien insurer which
for insurers
less tijan as an authorized insurer has transacted insurance in
five years
old, the state or country of its domicile for less than five

(5) years shall not be authorized to transact insur-
ance in this state unless it possesses, when first so
authorized in this state:

Foreign (1) Capital stock and surplus, if a foreign stock
stock
insurer. insurer in amounts not less than that required under

section .11.01 of a newly formed domestic stock in-
surer to transact like kinds of insurance; or

Alien (2) Surplus or capital funds, if an alien insurer
insuer. or foreign mutual or reciprocal insurer, in amount

not less than the aggregate of the capital stock and
surplus required under section .11.01 of a newly
formed domestic stock insurer to transact like kinds
of insurance.

ARTICLE TWEL6VE
ASSETS AND LIABILITIES

"Assets" SEC. .12.01 "Assets" Defined: In any determi-
nation of the financial condition of any insurer there
shall be allowed as assets only such assets as belong
wholly and exclusively to the insurer, which are reg-
istered, recorded, or held under the insurer's name,
and which consist of:

Cash. (1) Cash in the possession of the insurer or in
transit under its control, and the true balance of any
deposit of the insurer in a solvent bank or trust
company;

Isets, (2) Investments, securities, properties, and
prop~erties, loans acquired or held in accordance with this code,

and in connection'therewith the following items:
Interest (a) Interest due or accrued on any bond or evi-
on bonds. dence of indebtedness which is not in default and

which is not valued on a basis including accrued
interest.

U npaid (b) Declared and unpaid dividends on stocks
dividends, and shares unless such emount has otherwise been

allowed as an asset.

[ 278)1



SESSION LAWS, 1947. [H 9

(c) Interest due or accrued upon a collateral Interest on

loan in an amount not to exceed one (1) year's in- las

terest thereon.
(d) Interest due or accrued on deposits in sol- Interest on

vent banks and trust companies, and interest due deposits,

or accrued on other assets if such interest is in the
judgment of the Commissioner a collectible asset.

(e) Interest due or accrued on a mortgage loan, interest on

in amount not exceeding in any event the am~ount, loans.

if any, of the difference between the unpaid pi'inci-
pal and the value of the property less delinquent
taxes thereon; but if any interest on the loan is in
default more than eighteen (18) months, or if any
interest on the loan is in default and any taxes or
any installment thereof on the property are and
have been due and unpaid for more than eighteen
(18) months, no allowance shall be made for any
interest on the loan.

(f) Rent due or accrued on real property if such Rent.

rent is not in arrears for more than three (3)
months.

(3) Premium notes, policy loans, and other pol- policy
icy assets and liens on policies of life insurance, inase.
amount, not exceeding the legal reserve and other
policy liabilities carried on each individual policy;

(4) The net amount of uncollected and deferred Uncollected
life in'

premiums in the case of a life insurer which carries uap

the full annual mean tabular reserve liability;
(5) Premiums in the course of collection, other Oth~er

than for life insurance, not mnore than ninety (90) premiums.

days past due, less commissions payable thereon.
The foregoing limitation shall not apply to pre-
miums payable directly or indirectly by the United
States government or any of its instrumentalities;

(6) Installment premiums other than life insur- Installment

ance premiums, in accordance with regulations ote ta

prescribed by the Commissioner consistent with life.

practice formulated or adopted by the National As-
sociation of Insurance Commissioners.
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N~otes for (7
premiums ()Notes and like written obligations not past

oh ,than dutaken for premiums other than life insurance
premiums, on policies permitted to be issued on
such basis, to the extent of the unearned premium
reserves carried thereon and unless otherwise re-
quired by regulation prescribed by the Commis-
sioner;

Reinsurance (8) The full amount of reinsurance recoverable
recoverable, by a ceding insurer from a solvent reinsurer not

disqualified to take such reinsurance under this code;
or, in the case of reinsurers disqualified under this
code, so much of reinsurance recoverable from such
reinsurer as does not exceed the liabilities carried
by the ceding insurer for amounts withheld under a
reinsurance treaty with such reinsurer as security
for the payment of obligations thereunder if such
funds are held subject to withdiawal by, and under
the control of, the ceding insurer;

Amounts (9) Amounts receivable by an assuming insurer
receivable
by an representing funds withheld by a solvent ceding
assuming
insurer. insurer under a reinsurance treaty;

Equities (10) Deposits or equities recoverable from
recoverable
from underwriting associations, syndicates and reinsur-
underwriting
associations. ance funds, or from any suspended banking insti-

tution, to the extent deemed by the Commissioner
available for the payment of losses and claims and
at values to be determined by him; and,

Other (11) other assets, not inconsistent with the fore-
assets. going provisions, deemed by the Commissioner avail-

able for the payment of losses and claims, at values
to be determined by him.

"Assets" SEc. .12.02 "Assets" Not Alflowed: In addition
not

alloed. to assets impliedly excluded under section .12.01,
the following expressly shall not be allowed as assets
in any determination of the financial condition of
an insurer:

Certain (1) Goodwill, trade names, agency plants and
intangible
esseis. other like intangible assets.
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(2) Prepaid or deferred charges for expenses Prepaid

and commissions paid by the insurer.
(3) Advances to officers (other than policy loans Unsecured

advances to
or loans made pursuant to section .07.13), whether offiers and

secured or not, and advances to employees, agents employees.

and other persons on personal security only.
(4) Stock of such insurer, owned by it, or any Stcko

equity therein or loans secured thereby, or any pro-
portionate interest in such stock through the owner-
ship by such insurer of an interest in another firm,
corporation or business unit.

(5) Furniture, furnishings, fixtures, safes, equip- Furniture,
flxtures,

ment, vehicles, library, stationery, literature, and supplies, etc.

supplies; except, such personal property as the in-
surer is permitted to hold pursuant to item five of
paragraph two of section .13.16, or which is acquired
through foreclosure of chattel mortgages acquired
pursuant to section .13.15, or which is reasonably
necessary for the maintenance and operation of real
estate lawfully acquired and held by the insurer
other than real estate used by it for home office,
branch office, and similar purposes.

(6) The amount, if any, by which the aggregate Investments.

book value of investments as carried in the ledger
assets of the insurer exceeds the aggregate value
thereof as determined under this code.

SEC. .12.03 Liabilities: In any determination of Liabilities.

financial condition of an insurer, liabilities to be
charged against its assets shall include:

(1) The amount of its capital stock outstanding, capital
if any; and, stock.

(2) the amount, estimated consistent with the Unpaid

provisions of this article, necessary to pay all of its losses.

unpaid losses and claims incurred on or prior to the
date of statement, whether reported or unreported,
together with the expense of adjustment or settle-
ment thereof; and,

(3) with reference to life and disability insur. Life, dis-

ances, and annuity contracts, annuncs
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lieiser- o (a) the amount of reserves on life insurance
annuity plceand annuity contracts in force, valued ac-
contracts, cording to the tables of mortality, rates of interest,

and methods adopted pursuant to this article which
are applicable thereto;

Reserves for (b) reserves frdisability bnftfor bothdisability o eeisbenefit., active and disabled lives;
Reserves for
death (c) reserves for accidental death benefits, and
befther (d) any additional reserves which may be re-

reere quired by the Commissioner, consistent with prac-
sinr tice formulated or approved by the National Asso-

ciation of Insurance Commissioners, on account of
such insurances; and

Reserves for (4) with reference to insurances other than
certain
other toeseiidi tmtreo hsscin ninsurances,. hs pcfe nie treo hsscin n

other than title insurance, the amount of reserves
equal to the unearned portions of the gross premiums
charged on policies in force, computed in accordance
with this article; and

Taxes, (5) taxes, expenses, and other obligations ac-expenses.
crued at the date of the statement; and

Reserv~e for (6) any additional reserve set up by the insurer
I bi lty for a specific liability purpose or required by the

Commissioner consistent with practices adopted or
approved by the National Association of Insurance
Commissioners.

Unearned SEC. .12.04 Unearned Premium Reserve: 1. With
premium
reserve, reference to insurances against loss or damage to

property, except as provided in section .12.05, and
Maintained with reference to all general casualty insurances,
on all
policies of disability insurance exetasprvddisetocertain ecp rvddi eto
kinds. .12.06, and surety insurances, every insurer shall

maintain an unearned premium reserve on all
policies in force.

Power of 2. The Commissioner may require that such
comm is-
sioner. reserve shall be equal to the unearned portions of

the gross premiums in force after deducting author-
ized reinsurance, as computed on each respective
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risk from the policy's date of issue. If the Commis- If notre
red by

sioner does not so require, the portions of the gross stoner.

premiums in force, less authorized reinsurance, to
be held as a premium reserve, shall be computed
according to the following table:
Term for Which Policy Was Written Reserve for Ufnearned Pre~niu~n
One year, or less ......... 1/2 Coipte

accordn
Two years ..................... First year 3/4 to table.

Second year 1/4
Three years .................... First year 5/6

Second year 1/2
Third year 1/6

Four years .................... First year 7/8
Second year 5/8
Third year 3/8
Four~th year 1/8

Five years ..................... Fjrst year 9/10
Second year 7/10
Third year 1/2
Fourth year 3/10
Fifth year 1/10

Over five years ................ Pro rata

3. In lieu of computation according to such table, May be comn-
ptd onall of such reserves may be computed, at the in- mont hlIy

surer's option, on a monthly pro-rata basis. Ms

4. After adopting any one of the methods for
computing such reserve an insurer shall not change
methods without the Commissioner' s approval.

SEC. .12.05 Unearned Premium Reserve-Ma- Unearned
premium

rifle and Transportation: With reference to marine reserve--
marine and

and transportation insurances, premiums on trip trasporta-

risks not terminated shall be deemed unearned and
the Commissioner may require the insurer to carry
a reserve thereon equal to one hundred per cent
(100%) on trip risks written during the month ended
as of the date of statement; and computed upon a
pro rata basis or, with the Commissioner's consent,
in accordance with the *alternative methods pro-
vided in section .12.04 for all other risks.

SEC. .12.06 Reserves-Noncanceflable Disability Reserves-

Insurance: 1. The legal minimum standard for com- elal

puting the active life reserve, including the unearned insurance.
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Linimu premium reserve, of noncancellable disability poli-
standard. cies shall be based on Conference Modification of

Class III Disability Experience with interest at not
to exceed three and one-half per cent (31/2%7) per
annum on the full preliminary term basis.

When tables 2. For policies with a waiting period of less
extended on
basis pj than three (3) months or providing benefits at ages
sioner. beyond the limits of Conference Modification of

Class III Disability Experience, the tables shall be
extended to cover the provisions of such policies on
such basis as the Commissioner may approve.

Blasis. 3. The reserve for losses under noncancellable
disability policies shall be based on Conference Modi-
fication of Class III Disability Experience, except
that for claims of less than twenty-seven (27)
months duration the reserve may be taken as equiv-

Exception. alent to the prospective claim payments for three
and one-half (3 /.) times the elapsed period of dis-
ability; but in no case shall the reserve be less than
the equivalent of seven (7) weeks claim payments.

When corn- 4. The Commissioner shall modify the applica-
modifes tion of the tables and requirements prescribed in
tables.

this section to policies or to claims arising under
policies in accordance with the waiting period con-
tained in such policies and in accordance with any
limitation as to the time for which indemnity is
payable.

Loss SEC. .12.07 Loss Records: An insurer shall
records, maintain a complete and itemized record showing

all losses and claims as to which it has received no-
tice, including with regard to property, casualty,
surety, and marine and transportation insurances, all
notices received of the occurrence of any event
which may result in a loss.

Increased SEC. .12.08 Increased Reserves: 1. If the Corn-
reseves. missioner determines that an insurer's unearned pre-

commis. mium reserves, however computed, are inadequate,
stoner may
require re- hemyrequire teinsurer to cmuesuch reserves
computation,.emyth opt
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or any part thereof according to such other method
or methods as are prescribed in this article.

2. If the loss experience of an insurer shows Increas

that its loss reserves, however estimated, are in- required.

adequate, the Commissioner shall require the in-
surer to maintain loss reserves in such increased
amount as is needed to make them adequate.

SEC. .12.09 Loss Reserve-Liability Insurances: Loss
reserve-The reserves for outstanding losses and loss expenses I lability ~

under policies of personal injury liability insurance isrn,9

and under policies of employer's liability insurance COMPLtation

shall be computed as follows: reserves.

(1) For all liability suits being defended under Liabhility

policies written: defended.

(a) Ten (10) years or more prior to the date Policies
wvritten tenl

of determination, one thousand five hundred dollars years or

($1,500) for each suit;
(b) Five (5) or more and less than ten (10) wittenflve

years prior to the date of determination, one thou- "0 ten years.

sand dollars ($1,000) for each suit;
(c) Three (3) or more and less than five (5) Policies

written
years prior to the date of determination, eight hun- three to

dred fifty dollars ($850) for each suit.lieyaF

In any event the total loss and loss expense re- Mijnimum

serves for all such liability policies written more on policies

than three (3) years prior to the date of determina- three years

tion shall be not less than the aggregate of the
estimated unpaid losses and loss expenses under
such policies computed on an individual case basis.

(2) For all liability policies written during the Plce
written I.three (3) years immediately preceding the date of thianthe

determination, such reserves shall be the su of mu'1PA
the reserves for each such year, which shall be sixty ls eevs

p'cr cent (60%) of the earned premiums on liability
policies written during such year less all loss and
loss expense payments made under such policies
written in such year. In any event such reserves
for each of such three (3) years shall be not less
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than the aggregate of the estimated unpaid losses
and loss expenses for claims incurred under liability
policies written in the corresponding year computed
on an individual case basis.

Distribution SEC_. .12.10 Unallocated Liability Loss Expense:
of unallo-
caltd loss 1. All unallocated liability loss expense payments
expense. shall be distributed as follows:
DiF'tribution (1) If made in a gvncalendar yersubsequent
mnadc after gvnyafirs.t four to the first four (4) years in which an insurer has
years .

been issuing liability policies, thirty-five per cent
(35%o) shall be charged to the policies written that
year, forty per cent (40%7) to the policies written in
the preceding year, ten per cent (10%o) to the poli-
cies written in the second year preceding, ten per
cent (10%o) to the policies written in the third year
preceding and five per cent (5%o) to the policies
written in the fourth year preceding.

Distribution (2) If made in each of the first four (4) calen-
made duringinueises1
first four dar years in which an inue susliability poli-

years. cies, in the first calendar year one hundred per cent
(100%) shall be charged to the policies written in
that year; in the second calendar year fifty per cent
(50%o) shall be charged to the policies written in
that year and fifty per cent (50%o) to the policies
written in the preceding year; in the third calendar
year forty per cent (40%o) shall be charged to the
policies written in that year, forty per cent (40%7)
to the policies written in the preceding year, and
twenty per cent (20%) to the policies written in
the second year preceding; and in the fourth cal-
endar year thirty-five per cent (35%o) shall be
charged to the policies written in that year, forty
per cent (40%) to the policies written in the pre-
ceding year, fifteen per cent (15%o) to the policies
written in the second year preceding and ten per
cent (10%1) to the policies written in the third year
preceding.
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2. A schedule showing such distribution shall 111u"o
be included in the annual statement. required.

SEC. .12.11 Schedule of Experience: Any in- Sch~edule of
expeijence

surer transacting any liability or Workmen's Corn- required.

pensation insurances shall include in its annual
statement filed with the Commissioner, a schedule
of its experience thereunder in such form as the
Commissioner may prescribe.

SEC. .12.12 'Loss Reserve-Workmen's Cornpen- Loss re-
serve-Work.

sation Insurance: The loss reserve for Workmen's men's Cam'.

Compensation- insurance shall be as follows: str.e
(1) For all compensation claims under policies Claims tinder

of compensation insurance written more than three , r ,t~en mo".r e
Ihan three

(3) years prior to the date as of which the state- years.
mnent is made, the loss reserve shall be the present
values at four per cent (4%) interest of the deter-
mined and the estimated future payments.

(2) For all compensation claims under policies Claims under
of compensation insurance written in the three (3) PworI esu p t o

years immediately preceding the date as of which three years.

the statement is made, the loss reserve shall be sixty-
five per cent (65%) of the earned compensation
premiums of each of such three (3) years, less all
loss and loss expense payments made in connection
with such claims under policies written in the cor-
responding years; but in any event such reserve shall Mtinimum
be not less than the present value at three and one- ls eev
half per cent (3 1%) interest of the determined and
the estimated unpaid compensation claims under
policies written during each of such years.

SEC. .12.13 Unallocated Workmen's Compensa- Distribution
of unallo-tion Loss Expense: 1. All unallocated Workmen's located

Workmen's
Compensation loss expense payments shall be dis- Compensa-
tributed as follows: expense.

(1) If made in a given calendar year subse- Distribution
quent to the first three (3) years in which an insurer maeafe

has been issuing such compensation policies, forty years.

per cent (40%) shall be charged to the policies
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written in that year, forty-five per cent (45%7) to
the policies written in the preceding year, ten per
cent (10%) to the policies written in the second
year preceding and five per cent (5%o) to the policies
written in the third year preceding.

Distribution (2) If made in each of the first three (3) calen-
made In first
three years. dar years in which an insurer issues compensation

policies, in the first calendar year one hundred per
cent (100%o) shall be charged to the policies written
in that year; in the second calendar year fifty per
cent (50%o) shall be charged to the policies written
in that year, and fifty per cent (50%) to the policies
written in the preceding year; in the third calendar
year forty-five per cent (45%o) shall be charged to
the policies written in that year, forty-five per cent
(45%o) to the policies written in the preceding year
and ten per cent (10%o) to the policies written in
the second year preceding.

Schedule of
distibuion 2. A schedule showing such distribution shall

required. be included in the annual statement.

"Loss Pay- SEC. .12.14 "Loss Payments" -"Loss Expense"
Inets" Defined: "Loss payments" and "loss expense pay-
de d ments" as used with reference to liability and Work-

men's Compensation insurances shall include all
payments to claimants, payments for medical and
surgical attendance, legal expenses, salaries and ex-
penses of investigators, adjusters and claims field
men, rents, stationery, telegraph and telephone
charges, postage, salaries and expenses of office em-
ployees, home office expenses and all other pay-
ments made on account of claims, whether such
payments are allocated to specific claims or are
unallocated.

Standard SE..21 StnadVutinL -Lf:.
valuation SE..21 StnadVlainLw if:.
law-life. This section shall be kiiown as the Standard Valua-

tion Law.
commis-
sioner 2. Annual Valuation: The Commissioner shall
annually to
value reserve annually value, or cause to be valued, the reserve
liabilities.
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liabilities (hereinafter called reserves) for all out-
standing life insurance policies and annuity and
pure endowment contracts of every life insurer doing Limited to

transactions
business in this state, except that in the case of an inthe United

alien insurer such valuation shall be limited to itsStes
insurance transactions in the United States, and may
certify the amount of any such reserves, specifying Comm..is-

sioner maythe mortality table or tables, rate or rates of interest certify the
amount ofand methods (net level premium method or other) reserves.

used in the calculation of such reserves. In calcu-
lating such reserves, the Commissioner may use MIethiods of
group methods and approximate averages for frac- whc aof ayea orothrwis. H ma acept be used bytions ofaya rohrie emyacpin hi the Comm is-

discretion, the insurer's calculation of such reserves. sioner.

In lieu of the valuation of the reserves herein re-
quired of any foreign or alien insurer, he may accept Commnis-sioner may
any valuation made, or caused to be made, by the accet vluI

insurance supervisory official of any state or other anothe sae.

jurisdiction when such valuation complies with the
minimum standard herein provided and if the offi-
cial of such state or jurisdiction accepts as sufficient
and valid for all legal purposes the certificate of
valuation of the Commissioner when such certificate
states the valuation to have been made in a specified
manner according to which the aggregate reserves
would be at least as large as if they had been com-
puted in the manner prescribed by the law of that
state or jurisdiction.

3. Minimum Valuation Standard: Minimum

(1) The minimum standard for the valuation standard.
Policies and

of all such policies and contracts issued prior to contracts

the operative date of section .23.35 shall be as fol- 1t ofatv

lows: §.23.35.

For policies issued prior to the operative date Ordinary

no standard of valvation for ordinary policies, ole.

whether on the net level premium, preliminary term,
or select and ultimate reserve basis, shall be less
than that. determined upon such basis according

-10
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American toteAeia ii Moaly
Experience tthAmrcnExperience Tabale of Mraiywith
Table of.. three and oehlprcnt(31/ointret except,
Mortalityoehlpecet/2oinrs;

that when the preliminary term basis is used it shall
not exceed one (1') year. The Commissioner may

commis- vary the standard of valuation in particular cases
stnrmay of invalid lives and other extra hazards, provided,

standard. that the interest rate used is not greater than three
and one-half per cent (31/-,,7).

Annuities. The legal minimum standard for the valuation
of annuities issued on or after January first, nine-
teen hundred and twelve and prior to the operative

McClintock's date of section .23.35, shall be "McClintock's Table
Table of
Mortality of Mortality Among Annuitants," with interest'at
Amon
Annuffants. three and one-half per cent (31/2%) per annum, but

annuities deferred ten (10) or more years and writ-
ten in connection with Life or Term insurance may
be valued on the same mortality table from which
the consideration or premiums were computed, with
interest not higher than three and one-half per
cent (3 %-,7) per annum.

Industrial The legal minimum standard for the valuation of
policies, industrial policies issued on or after the first day of

January, nineteen hundred and twelve, and prior to
the operative date of section .23.35, shall be the
American Experience Table of Mortality with inter-

Standard and est at three and one-half per cent (31/.,%/) per an-
Sub-standard
Industrial num; except, that any life insurer may voluntarily
~Tabes value such industrial policies according to the

"Standard Industrial Mortality Table" or the "Sub-
standard Industrial Mortality Table."

Group life The legal minimum standard for the valuation of
poliies. group life insurance policies under which premium

Amercan rates are not guaranteed for a period in excess of five
Men Ulti- (5 er shall bat the opinof the life insurermate Table ~yas b, oto

f otis-, issuing suhpolicies, eihrthe Atmerican Men
sioners 19141
Standard Ultimatd Table of Mortality, the Commissioners 1941
Ordinary
Mortality Standard Ordinary Mortality Table, or any other
Table.
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table approved by the Commissioner, with interest perited If

at three and one-half per cent (31/2%7o) per annum. approv..I

(2) The minimum standard for the valuation of Policies and
cntracts

all such policies and contracts issued on or after the issued on oropertiveafter opra-
opertivedate of section .23.35 shall be the Commis- tive date of

sioners Reserve Valuation Method defined in para-§.335
graph four of this sec tion, three and one-half per
cent (3 1.%) interest, and the following tables:

(a) For all Ordinary policies of life insurance Odnr

issued on the standard basis, excluding any dis-poies
ability and accidental death benefits in such policies,
-the Commissioners 1941 Standard Ordinary Mor-
tality Table.

(b) For all industrial life insurance policies is- Industrial

sued on the standard basis, excluding any disability life policies.

and accidental death benefits in such policies,-the
1941 Standard Industrial Mortality Table.

(c) For Annuity and Pure Endowment con- ~P.Uruland
tracts, excluding any disability and accidental death cotacs

benefits in such policies,-the 1937 Standard An-
nuity Mortality Table.

(d) For Total and Permanent Disability benefits Total and
Permancntin or supplementary to Ordinary policies or con- Disaiity

tracts,-Class (3) Disability Table (1926) which, for nary policies.

active lives, shall be combined with a mortality
table permitted for calculating the reserves for life
insurance policies.

(e) For Accidental Death benefits in or supple- Accidental

mentary to policies-the Inter-Company Double Feetr

Indemnity Mortality Table combined with a mortal- '
ity table permitted for calculating the reserves for
life insurance policies.

(f) For Group Life insurance, life insurance Group Life

issued on the substandard basis and other special insurance,

benefits,-such tables as may be approved by the
Commissioner.

4. Commissioners Reserve Valuation Method: s om -nes-

Reserves according to the Commissioners Reserve Valuation

r291]

(CH. 79.



Cii. 791SESSION LAWS, 1947.

Life insur-
ance and
t.ndowment
benefits of
policies pro-
'viding fo
uniform
insurance
and requir-
ing uniform
premiums.

Life insur-
ance poli-
cies provid-
ing vi&in~
amoun
insurance
and requir-
ing payment
of varying
premiums.

Annuity
and pure
endowment
contracts.

and accigen-
tal death
benefits.
Other
beneflts.

[ 292]

Valuation Method, for the life insurance and endow-
ment benefits of policies providing for a uniform
amount of insurance and requiring the payment of
uniform premiums shall be the excess, if any, of the
present value, at the date of valuation, of such future
guaranteed benefits provided for by such policies,
over the then present value of any future modified
net premiums therefor. The modified net premiums
for any such policy shall be such uniform percentage
of the respective contract premiums for such bene-
fits (excluding extra premiums on a substandard
policy) that the present value, at the date of issue
of the policy, of all such modified net premiums
shall be equal to the sum of the then present value
of such benefits provided for by the policy and the
excess of (1) over (2) as follows:

(1) A net level annual premium equal to the
present value, at the date of issue, of such benefits
provided for after the first policy year, divided by
the present value, at the date of issue, of an annuity
of one per annumn payable on the'first and each sub-
sequent anniversary of such policy on which a
premium falls due; provided, however, that such
net level annual premium shall not exceed the net
level annual premium on the nineteen-year premium
whole life plan for insurance of the same amount at
an age one (1) year higher than the age at issue of
such policy.

(2) A net one-year term premium for such
benefits provided for in the first policy year.

Reserves according to the Commissioners Reserve
Valuation Method for (1) life insurance policies
providing for a varying amount of insurance or
requiring the payment of varying premiums, (2)
annuity and pure endowment contracts, (3) dis-
ability and accidental death benefits in all policies
and contracts, and (4) all other benefits, except life
insurance and endowment benefits in life insurance
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policies, shall be calculated by a method consistent
with the principles of this paragraph.

5. Minimum Aggregate Reserves: In no event Minimum
shall an insurer's aggregate reserves for all life 'reggervs
insurance policies, excluding disability and acci-
dental death benefits, issued on or after the operative
date of section .23.35, be less than the aggregate
reserves calculated in accordance with the method
set forth in paragraph four and the mortality table
or tables and rate or rates of interest used in calcu-
lating nonforfeiture benefits for such policies.

6. Optional Reserve Bases: Reserves for all Optional

policies and contracts issued prior to the operative bae

date of section .23.35 may be calculated, at the op don andcontracts

of the insurer, according to any standards which da of~t~

produce greater aggregate reserves for all such 1 .23.35.

policies and contracts than the minimum reserves
required by the laws in effect immediately prior to
such date.

For any category of policies, contracts or benefits For policies,
cntracts or

specified in paragraph three of this section, issued beneflts
issued on or

on or after the operative date of section .23.35, re- after opera-
tive date of

serves may be calculated, at the option of the insurer, 1.235.

according to any standard or standards which pro-
duce greater aggregate reserves for such category
than those calculated according to the minimum
standard herein provided, but the rate or rates of
interest used shall not be higher than the correspond- Maximum
ing rate or rates of interest used in calculating any interest rate.

nonforfeiture benefits provided for therein. Pro-
vided, however, That reserves for participating life Participating

insurance policies issued on or after the operative ance policies.

date of section .23.35 may, with the consent of the
Commissioner, be calculated according to a rate of
interest lower than the rate of interest used in calcu-
lating the nonforfeiture benefits in such policies,
with the further proviso that if such lower rate
differs from the rate used in the calculation of the
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nonforfeiture benefits by more than one-half per
cent ( )the insurer issuing such policies shall
file with the Commissioner a plan providing for
such equitable increases, if any, in the cash surrender
values and nonforfeiture benefits in such policies as
the Commissioner shall approve.

adopte may Any such insurer which at any time had adopted
stadar ofany standard of valuation producing greater aggre-

with a3-f gate reserves than those calculated according to the
=ios- minimum standard herein provided may, with the

sioner.
approval of the Commissioner, adopt any lower
standard of valuation, but not lower than the mini-
mum herein provided.

Delliency 7. Deficiency Reserve: If the gross premium
reserve, charged by any life insurer on any policy or con-

tract is less than the net premium for the policy or
contract according to the mortality table, rate of
interest and method used in calculating the reserve
thereon, -there shall'be maintained on such policy or
contract a deficiency reserve in addition to all other
reserves required by law. For each such policy or
contract the deficiency reserve shall be the present
value, according to such standard, of an annuity of
the difference between such net premium and the
premium charged for such policy or contract, running
for the remainder of the premium-paying period.

Reserve .SEC. .12.16 Reserve Credit for Reinsurance: An
risrace. insurer may take credit for reserves on risks ceded

to a reinsurer to the extent reinsured, except that:
Insurer may (1) No credit shall be taken on account of rein-
for reserves: surance in an alien reinsurer not qualified under
Renuac section .05.30, and

Ins alien
reinsurer. (2) no credit shall be allowed, as an asset or
Ceding as a deduction from liability, to any ceding insurer
Insurer, for reinsurance unless the reinsurance is payable

by the assuming insurer on the basis of the liability
of the ceding insurer under the contracts reinsured
without diminution because of the insolvency of the
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ceding insurer nor unless under the contract of rein-
surance the liability for such reinsurance is assumed
by the assuming insurer or insurers as of the same
effective date.

A reinsurance agreement may provide that the Under
reinsuranceliquidator or receiver or statutory successor of an agreement

insolvent ceding insurer shall give written notice inslvenit

of the pendency of a claim against the insolvent surer may
interpose

ceding insurer on the policy or bond reinsured ceti

within a reasonable time after such claim is filed
in the insolvency proceeding and that during the
pendency of such claim any assuming insurer may
investigate such claim and interpose, at its own
expense, in the proceeding where such claim is to be
adjudicated, any defense or defenses which it may
deem available to the ceding insurer or its liquidator
or receiver or statutory successor.

The expense thus incurred by the assu'ming in- Expenses

surer shall be chargeable subject to court approval to ceding

against the insolvent ceding insurer as a part of the
expense of liquidation to the extent of a propor-
tionate share of the benefit which may accrue to the
ceding insurer solely as a result of the defense under-
taken by the assuming insurer.

Where two or more assuming insurers. are in- Expenses

volved in the same claim and a majority in interest apptoed.

elect to interpose to such claim, the expense shall
be apportioned in accordance with the terms of the
reinsurance agreement as though such expense had
been incurred by the ceding insurer.

SEC. .12.17 Valuation of Bonds: 1. All bonds or valuation
of bonds.other evidences of debt having a fixed term and rate Amply

ccrdand
held by any insurer may, if amply secured and not not in

in default as to principal or interest, be valued as
follows:

(1) If purchased at par, at the par value. Par value.
Adjusted

(2) If purchased above or below par, on the par value or
aopproved

basis of the purchase price adjusted so as to bring 'by Com-
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the value to par at the earliest date callable at par
or maturing at par and so as to yield in the mean-
time the effective rate of interest at which the pur-
chase was made; or in lieu of such method, accord-
ing to such accepted method of valuation as is
approved by the Commissioner.

Market value (3) Purchase price shall in no case be taken at
purchse. a higher figure than the actual market value at the

time of purchase.
Call price (4) Unless otherwise provided by a valuation
of entire
issue, established or approved by the National Associa-

tion of Insurance Commissioners, no such security
shall be carried at above call price for the entire
issue during any period within which the security
may be so called.

Market value 2. Such securities not amply secured or in de-
.= sciti fault as to principal or interest shall be carried at

market value.
Full discre- 3. The Commissioner shall have full discretion
tion in Com-
missioner, in determining the method of calculating values

according to the rules set forth in this section, and
not inconsistent with any such methods than cur-
rently formulated or approved by the National As-
sociation of Insurance Commissioners.

Valuation SEC.. .12.18 Valuation of Stocks: 1. Securities,
of stocks. other than those referred to in section .12.17 held
Securities by an insurer shall be valued, in the discretion of
those men- the commissioner, at their market value, or at their
tioned in
I .12.17. appraised value, or at prices determined by him as

representing their fair market value, all consistent
Discretion of With any current method for the valuation of any
Commis-
sioner, such security formulated or approved by the Na-

tional Association of Insurance Commissioners.
Preferred or 2. Preferred or guaranteed stocks or shares while
gunran teed
stocks, paying full dividends may be carried at a fixed value

in lieu of market value, at the discretion of the Com-
missioner and in accordance with such method of
computation as he may approve.

1296]1
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3. The stock of a subsidiary of an insurer shall Stock of o

be valued on the basis of the value of only such of an Insurer.

the assets of such subsidiary as would constitute law-
ful investments for the insurer if acquired or held
directly by the insurer.

SEC. .12.19 Valuation of Property: 1. Real prop- Valuation

erty acquired pursuant to a mortgage loan or a con- o rpry

tract for a deed, in the absence of a recent appraisal Real

c'eemed by the Commissioner to be reliable, shall not acquired

be valued at an amount greater than the unpaid prin- orgae

cipal of the defaulted loan or contract at the date of
such acquisition, together with any taxes and ex-
penses paid or incurred in connection with such ac-
quisition, and the cost of improvements thereafter
made by the insurer and any amounts thereafter paid
by the insurer on assessments levied for improve-
ments in connection with the property.

2. Other real property held by an insurer shall Other real

not be valued at any amount in excess of fair value, property,

3. Personal property acquired pursuant to chattel Personal
property

mortgages made under section .13.15 shall not be acquired
under chattel

valued at an amount greater than the unpaid balance mortgages.

of principal on the defaulted loan at date of acquisi-
tion together with taxes and expenses incurred in
connection with such acquisition, or the fair value
of such property, whichever amount is the lesser.

SEC. .12.20 Valuation of Purchase Money Mort- Valuation
gage: Prchae mneymortage shll b vauedof purchase
gage: Prchae mneymortage shll b vauedmoney

in an amount not exceeding the acquisition cost of mortgages.

the real, property covered thereby or ninety per cent
(90%) of the fair value of such real property, which-
ever is less.

ARTICLE THIRTEEN

INVESTMENTS'

SEC. .13.01 Eligible Investments-Scope: 1. Do- Eligible in-

mestic insurers shall invest in or loan their funds on scope.

the security of, and shall hold as assets, only eligible Domestic

investments as prescribed in this article. Isies
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Investments 2. Any particular investment of a domestic in-
held pror
toefective surer held by it on the effective date of this code and
code, which was a legal investment immediately prior

thereto, shall be deemed a legal investment here-
under.

Eligibility d 3. The eligibility of an investment shall be de-
determined
as of date ofte indaoftedeoftsrinvestment, emnda f h aeo t making oracquisition.
Aplicabo 4. Except as to section .13.36, this article applies
domestic o1 d
insurers. ony to dmestic insurers.
General SEC. .13.02 General Qualifications: 1. No security

alifca-I ons. or other investment shall be eligible for purchase or
Investmients acquisition under this article unless it is interest
those not in bearing or interest accruing or dividend or income
default and
those paying paying, is not then in default in any respect, and the
Income to
insurer, insurer is entitled to receive for its exclusive account

and benefit, the interest or income accruing thereon;
Real exet that it myaqierlpoetyfroccu-property xet a cur elpoet o

by~re pancy by the insurer for home and branch office pur-
excepted. poses.
No security 2. No security shall be eligible for purchase at a
eligible if
price above price above its market value.

Property 3. No provision of this article shall prohibit the
may be
otherwise acquisition by an insurer of other or additional se-
received by
insurer. curities or property if received as a dividend or as a

lawful distribution of assets, or if acquire d pursuant
to a lawful and bona fide agreement of bulk reinsur-
ance or consolidation. Any investments so acquired
through bulk reinsurance or consolidation, which
are not otherwise eligible under this article, shall be
disposed of pursuant to section .13.29 if personal
property or securities, or pursuant to section .13.17 if
real property.

General SEC. .13.03 General Limitation Any One Person:
limitation
any one An insurer shall nbt, except with the consent of the
person.

Commissioner, have at any time any combination
of investments in or loans upon the security of the
obligations, property, and securities of any one per-
son, institution, or municipal corporation aggregat-
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ing an amount exceeding four per cent (4%) of the insurrst

insurer's assets. This section shall not apply to in- in one person
or Inst tution

vestments in, or loans upon the security of general no~t o exceed

obligations of the government of the United States asets,

or of any state of the United States, nor to invest- General obli-

ments in foreign securities pursuant to paragraph .9a~ttes United

one of section .13.18, nor include policy loans made eig nn. u r I -

pursuant to section .13.19. policyt loans

SEC. .13.04 Public Obligations: An insurer may Public

invest any of its funds in bonds or other evidences obligations.

of debt, not in default as to principal or interest,
which are valid and legally authorized obligations
issued, assumed or guaranteed by the United States Umnited

or by any state thereof or by any territory or posses-Stes
sion of the United States or by the District of Co-
lumbia or by any county, city, town, village, munici- Municipal

pality or district therein or by any' political sub-sudvio.
division thereof or by any civil division or public in-
strumentality of one or more of the foregoing, if; by
statutory or other legal requirements applicable
thereto, such obligations are payable, as to, both
principal and interes~t, (1) from taxes levied or re- General

quired to be levied upon all taxable property or all obligations.

taxable income within the jurisdiction of such gov-
ernmental unit or, (2) from adequate special reve- Obligations

payable f romn
nues pledged or otherwise appropriated or by law revenues.

required to be provided for the purpose of such pay-
ment, but not including any obligation payable solely
out of special assessments on properties benefited by
local improvements unless adequate security is evi- Special

denced by the ratio of assessment to the value of the exseIluded

property or the obligation is additionally secured by secured.

an adequate guaranty fund required by law.

SEC. .13.05 Corporate Obligations: An insurer Corporate
obligations.

may invest any of its funds in obligations other than Institutions

those eligible for investment under section .13.11 if tihe United
States or any

they are issued, assumed, or guaranteed by any sol- state, district

vent institution created or existing under the laws thereof.

[ 29]
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of the United States or of any state, district or terri-
tory thereof, and are qualified under any of the fol-
lowing:

Oblgatons (1) Obligations which are~ secured by adequate
bearing collateral security and bear fixed interest if during

lnt ,et. achof any three (3), including the last two (2), of
the five (5) fiscal years next preceding the date of
acquisition by the insurer, the net earnings of '.he
issuing, assuming or guaranteeing institution avail-
able for its fixed charges, as defined in section .13.06,
have been not less than one and one-fourth (11/4)

times the total of its fixed charges for such year. In
determining the adequacy of collateral security, not
more than one-third (1/3) of the total value of such
required collateral shall consist of stock other than
stock meeting the requirements of section .13.08.

Fixed inter- (2) Fixed interest-bearing obligations, other
est bearing
obligations, than those described in item (1) of this section, if the

net earnings of the issuing, assuming or guarantee-
ing institution available for its fixed charges for a
period of five (5) fiscal years next preceding the date
of acquisition by the insurer have averaged per year
not less than one and one-half (1A imes its average
annual fixed charges applicable to such period and if
during the last year of such period such net earnings
have been not less than one and one-half (11/2) times
its fixed charges for such year.

Adjustment, (3) Adjustment, income or other contingent in-
other orterest obligations if the net earnings of the issuing,
obliations. assuming or guaranteeing institution available for its

fixed charges for a period of five (5) fiscal years next
preceding the date of acquisition by the insurer have
averaged per year not less than. one and one-half
(1 /.) times the sum of its average annual fixed
charges and its average annual maximum contin-
gent interest applicable to such period and if during
each of the last two (2) years of such period such
net earnings have been not less than one and one-
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half (1/)times the sum of its fixed charges and
maximum contingent interest for such year.

SEC. .13.06 Definitions Pertaining to Investments: Definitions

1. Certain terms used are defined for the purposes f etos
of this article as follows:

(1) "Obligation" includes bonds, debentures, "Obligation."

notes or other evidences of indebtedness.
(2) "Institution" includes corporations, joint- "Institution."

stock associations, and business trusts.
(3) "Net earnings available for fixed charges" "Net arn-~

means net income after deducting operating and qva

maintenance expenses, taxes other than federal and
state income taxes, depreciation and depletion, but
excluding extraordinary nonrecurring items of in-
come or expense appearing in the regular financial
statements of such institution.

1(4) "Fixed charges" includes interest on funded "ie

and unfunded debt, amortization of debt discount,chre.
and rentals for leased properties.

2. If net earnings are determined in reliance upon Determiina-

conisolidated earnings statements of parent and sub- earnings and
fxdcarges.

sidiary institutions, such net earnings shall be de-
termined after provision for income taxes of sub-
sidiaries and after proper allowance for minority
stock interest, if any; and the required coverage of
fixed charges shall be computed on a basis including
fixed charges and preferred dividends of subsidiaries
other than those payable by such subsidiaries to the
parent corporation or to any other of such subsidi-
aries, except that if the minority common stock in-
terest in the subsidiary corporation is substantial, the
fixed charges and preferred dividends may be ap-
portioned in accordance with regulations prescribed
by the Commissioner.

SEC. .13.07 Merged, Reorganized Institutions: In Merged,

applying the earnings test set forth in section .13.06 Intitutions.

to any such institution, whether or not in legal exis-
tence during the whole of such five (5) years next

[ 301)

[CH. 79.



Cti.79.]SESSION LAWS, 1947.

preceding the date of investment by the insurer,
Earnings of which has at any time during the five-year period
or re-or an- acquired substantially all of the assets of any other
ion rnag. be institution or institutions by purchase, merger, con-

include solidation or otherwise, or has been reorganized pur-
suant to the bankruptcy law, the earnings of the
predecessor or constituent institutions, or of the in-
stitution so reorganized, available for interest and
dividends for such-portion of the five-year period as
may have preceded such acquisition, or such reor-
ganization, may be included in the earnings of such
issuing, assuming or guaranteeing institution for
such portion of such period as may be determined in
accordance with adjusted or pro forma consolidated
earnings statements covering such portion of such
period and giving effect to all stock or shares out-
standing, and all fixed charges existing, immediately
after such acquisition, or such reorganization.

Preferred or Sc..3 D .A f + '4
guaranteed SC.1.08 Preferred. or Guaran~eed~ Stck or
shrs Shares: 1. An insurer may invest any of its funds, in

an aggregate amount not exceeding ten per cent
Limitations. (10%) uf its assets, if a life insurer, or not exceeding

fifteen per cent (15%') of such assets if other than a
life insurer, in preferred or guaranteed, stocks or
shares, other than common stocks, of solvent insti-
tutions existing under the laws of the United States
or of any state, district or territory thereof, if all of
the prior obligations and prior preferred stocks, if
any, of such institution at the date of acquisition by
the insurer are eligible as investments under this
article; and if qualified under either of the following:

Preferred ()Peerdsok rsae hl edeestocks or ()Peerdsok rsae hl edee
shares, qualified if both these requirements are met:

9uaiiflea- (a) The net earnings of the institution available
ons. for its fixed charges for a period of five (5) fiscal

years next preceding the date of acquisition by the
insurer must have averaged per year not less than
one and one-half (11/L,) times the sum of its average
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annual fixed charges, if any, its average annual maxi- Net
earnings.

mum contingent interest, if any, and its average an-
nual preferred dividend requirements applicable to
such period; and

(b) during each of the last two (2) years of such "Preferred
dividend re-period such net earnings must have been not less ciuirement.."

than one and one-half (1/2) times the sum of its
fixed charges, contingent interest and preferred divi-
dend requirements for such year. The term "pre-
ferred dividend requirements" shall be deemed to
mean cumulative or noncumulative dividends
whether paid or not.

(2) Guaranteed stocks or shares shall be deemed Guaranteed
stocks or

qualified if the assuming or guaranteeing institution shares.

meets the requirements of item (1) of section .13.05,
construed so as to include as a fixed charge the
amount of guaranteed dividends of such issue or the
rental covering the guarantee of such dividends.

2. An insurer shall not invest in or loan upon any Prferred

preferred stock having voting rights, of any one vot Ing rights.

institution, in excess of such proportion of the total
issued and outstanding preferred stock of such insti-
tution having voting rights, as would, when added to
any common shares of such institution, directly or
indirectly held by it, exceed fifteen per cent (15%7)
of all outstanding shares of such institution having
voting rights, nor an amount in excess of the limit
provided by section .13.03. This limitation shall not
apply to such shares of a corporation which is the
subsidiary of an insurer, and which corporation is
engaged exclusively in a kind of business properly
incidental to the insurance business of the insurer.

SEC. .13.09 Trustees' or Receivers' Obligations: Trustees'
or receivers'

An insurer may invest any of its funds, in an aggre- oblIigations.

gate amount not exceeding two per cent (2%o) of its
assets, in certificates, notes, or other obligations is-
sued by trustees or receivers of institutions existing
under the laws of the United States or of any state,
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district or territory thereof, which, or the assets of
which, are being administered under the direction of
any court having jurisdiction, if such obligation is
adequately secured as to principal and interest.

Equipment SEC. 13.10 Equipment Trust Obligations: An in-
trust obli-
gations. surer may invest any of its funds, in an aggregate

amount not exceeding ten per cent (10%7) of its
assets, in equipment trust obligations or certificates
which are adequately secured, or in other adequately
secured instruments evidencing an interest in trans-
portation equipment wholly or in part within the
United States and the right to receive determined
portions of rental, purchase or other fixed obligatory
payments for the use or purchase of such transporta-
tion equipment.

Mortgage SEC. .13.11 Mortgage Loans and Contracts: An
loans and
contracts, insurer may invest any of its funds in:

Bondsor (1) (a) Bonds or evidences of debt which are
secured. secured by first mortgages or deeds of trust on im-

prov~d unencumbered real property located in the
United States;

Chattel (b) chattel mortgages in connection therewith
mortgages, pursuant to section .13.15;
Sellers' (c) the equity of the seller of any such property

equity. in the contract for a deed, covering the entire balance
due on a bona fide sale of such property, in amount
not to exceed ten thousand dollars ($10,000) or the
amount permissible under section .13.03, whichever
is greater, in any one such contract for deed, nor in
any amount in excess of the following percentages of
the actual sale price or fair value of the property,
wNhichever is the smaller.

Dwelling. (i) If a dwelling primarily designed for single
family occupancy and occupied by the purchaser un-
der such contract,-seventy-five per cent (75%7).

Other cases. (ii) In all other cases,-sixty-six and two-thirds
per cent (662/%).
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(2) Purchase money mortgages or like securities money s

received by it upon the sale or exchange of real morlgages.

property acquired pursuant to section .13.16.
(3) Bonds or notes secured by mortgage or trust Bonds or

deed guaranteed or insured by the Federal Housing scrd
Administration under the terms of an Act cf Con- teedl Housed-

gress of the United States for June twenty-seventh, tinsra

nineteen hundred thirty-four, entitled the "National
Housing Act," as amended.

(4) Bonds or notes secured by mortgage or trust Bonds or

deed guaranteed or insured as to principal in whole cue, n

or in part by the Administrator of Veterans' Affairs byVteas
Administra-

pursuant to the provisions of Title III of an Act of tion.

Congress of the United States of June twenty-second,
nineteen hundred forty-four, entitled the "Service-
men's Readjustment Act of 1944," as amended.

(5) Evidences of debt secured by first mortgages Debts se-
cured onor deeds of trust upon leasehold estates, running for leasehold

a termn of not less than fifteen (15) years beyond the Ltts
maturity of the loan as made or as extended, in im-
proved real property, otherwise unencumbered, and
if the mortgagee is entitled to be subrogated to all the
rights under the leasehold.

SEC. .13.12 Mortgage Loan Limited by Property Mr g

Value: 1. No mortgage loan or investment therein by property

upon any one parcel of real property shall exceed in value.

amount at the time of acquisition:
(1) Seventy-five per cent (75%) of the fair .Dwellings.

value of the property if the property is a dwelling
house primarily intended for occupancy by one f am-
ily and the loan is required to be amortized within
not more than twenty (20) years by payment of in-
stallments thereon at regular intervals not less fre-
quent than every three (3) months; or

(2) sixty-six and two-thirds per cent (66%/%) Other cases.

of the fair value of the property in all other cases.
2. The extent to which a mortgage loan made Extent of d

under item (4) of section .13.11 is guaranteed by ministration
guarantee

the Administrator of Veterans' Affairs may be de- m edb
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ducted before application of the limitations con-
tained in paragraph one of this section.

"Encum- SEC. .13.13 "Encumbrance" Defined: 1. Real
brance"
defined, property shall not be deemed to be encumbered

within the meaning of section .13.11 by reason of
the existence of instruments reserving mineral, oil,
timber or similar'rights, rights of way, sewer rights,

Exceptions, rights in walls, nor by reason of any liens for taxes
or assessments not yet due, or on account of liens
not delinquent for community recreational facili-
ties, or for the maintenance of community facilities,
nor by reason of building restrictions or other re-
strictive covenants common to the community in
which the property is located, nor by liens for ser-
vice and maintenance of water rights. where not
Mlinquent, nor when such real property is subject

to lease under which rents or profits are reserved
to the owner if in any event the security for the
loan or investment is a first lien upon the real prop.
erty.

Deduction 2. If under any of the exceptions set forth
from fair i aarahoeo hsscinteei u
value for ipaarponoftisetotheisanysu
loanepsr owing but not due or delinquent, the total amount

of such sum shall be deducted from the amount
which otherwise might be loaned on the property.
The value of any mineral, oil, timber or similar
right reserved shall not be included in the fair value
of the property.

SEC. .13.14 Appraisal-Insurance-Limit: 1. The
fair value of property shall be determined by ap-
praisal by a competent appraiser at the time of the

Appraisal at
time of c making or acquiring of a mortgage loan or investing
investment.

in a contract for the deed thereon.

Improve- 2. Buildings and other improvements located on
ments to be LI
ktot insured, the mortgaged premises shall be kept insured for

the benefit of the mortgagee against loss or damage
from fire in an amount not less than the unpaid
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balance of the obligation, or the insurable value
of the property, whichever is the lesser.

3. An insurer shall not make or acquire a loanMaiu
or loans upon the security of any one parcel oflonn
real property in aggregate amount in excess ofonpacl
twenty-five thousand dollars ($25,000) or more than
the amount permissible under section .13.03, which-
ever is the greater.

SEC. .13.15 Chattel Mortgages: 1. In connection Chattel

with a mortgage loan on the security of real prop- mortgages.

erty designed and used primarily for residential
purposes only, acquired pursuant to section .13.11, Maximum

an insurer may lo.-n or invest an amount not ex- chattels.

ceeding twenty per cent (20%) of the amount loaned
on or invested in such real property mortgage, on
the security of a chattel mortgage for a term of not
more than five (5) years representing a first and
prior lien, except for taxes not then delinquent,
on personal property constituting durable equipment
owned by the mortgagor and kept and used in the
mortgaged premises.

2. The term "durable equipment" shall include Durable

only mechanical refrigerators, mechanical launder- equipment,

ing machines, heating and cooking stoves and ranges,
mechanical kitchen aids, vacuum cleaners, and fire
extinguishing devices; and in addition in the case.
of apartment houses and hotels, room furniture and
furnishings.

3. Prior to acquisition of a chattel mortgage, Prior

items of property to be included shall be separately appraisal.

appraised by a competent appraiser and the fair
market value thereof determined. No such chattel
mortgage loan shall exceed in alnount the same ratio
of loan to the value of the property as is applicable
to the companion loan on the real property.

SEC. .13.16 Real Property Owned: 1. An insurer Real prop-

may own and invest or have invested in its home erty own,,

office building any of its funds in aggregate amount Home office
building.
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not to exceed five per cent (5%7) of its assets unless
approved by the Commissioner, or if a mutual or
reciprocal insurer not to exceed such amount as
would reduce its surplus, exclusive of such invest-
ment, below fifty thousand dollars ($50,000) unless
approved by the Commissioner.

property in 2.* An insurer may own real property acquired
sat sfaction in satisfaction or on account of loans, mortgages,
of obliga- lin, ootedbs
tions. linjdments rohe et previously owing

to the insurer in the course of its business, and may
invest or have invested in aggregate amount not
exceeding three per cent (3%o) of its assets in other
real property, and in the repair, alteration, furnish-
ing, or improvement thereof, as follows only:

Property (1) Other real property requisite for its ac-
necessary commodation in the convenient transaction of its
tinesof business if approved by the Commissioner.
Gifts and Ra curd gf
devises. (2) Relproperty acurdby gitor devise.
Exchanges. (3) Real property acquired in exchange for

real property owned by it. If necessary in order
to consummate such an exchange, the insurer may
put up cash in amount not to exceed twenty per
cent (20%) of the fair value of its real property to
be so exchanged, in addition to such property.

7-pery (4) Real property acquired through a lawful
merger. merger or consolidation with it of another insurer

and not required for the purposes specified in para-
graph one and in item (1) of paragraph two of this
section.

Poerc"' and (5) Upon approval of the Commissioner, in real

Fheljd,, fo.r property and eup ntincident to realprety
rotctin oreupet rpry

purpoes.a requisite or desirable for the protection or enhance-
ment of the value~of other real property owned by
the insurer.

Time limit SEC. .13.17 Time Limit for Disposal: 1. Real
fo dspsa.property acquired by an insurer pursuant to item

(1) of paragraph two of section .13.16 shall be dis-
posed of within five (5) years after it has ceased
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being necessary for the use of the insurer in the
transaction of its business. Real property acquired
by an insurer pursuant to such loans, mortgages,
liens, judgments, or other debts, or pursuant to
items (2), (3), (4), and (5) of paragraph two of
section .13.16 shall be disposed of within five (5)
years after date of acquisition. The time for any
such disposal may be extended by the Commissioner Commis..

for a definite additional period or periods upon ap- s1iCoeI.

plication and proof that forced sale of the property, "ime.
otherwise necessary, would be against the best in-
terests of the insurer.

2. Any such real property held by the insurer Property

without the Commissioner's consent beyond the time timeliita-

permitted for its disposal shall not be carried or be carried as
an asset.

allowed as an asset.

SEC. .13.18 Foreign Securities: 1. An insurer Foreign

authorized to transact insurance in a foreign coun-8Lc ies

try may invest any of its funds, in aggregate amount Securities

not exceeding its deposit and reserve obligations those per-

incurred in such country, in securities of or in such investmtT int

country possessing characteristics and of a quality States.

similar to those required pursuant to this article
for investments in the United States.

2. An insurer may invest any of its funds, in Canadian

an aggregate amount not exceeding five per cent obligations.

(5%) of its assets, in addition to any amount per-
mitted pursuant to paragraph one of this section,
in obligations of the governments of the Dominion
of Canada or of Canadian provinces or muncipali-
ties, and in obligations of Canadian corporations,
which have not been in default during the five (5)
years next preceding date of acquisition, and which
are otherwise of equal quality to like United States
public or corporate securities as prescribed in this
article.

SEC. .13.19 Policy Loans: A life insurer may Policy loans
not to exceed

loan to its policyholder upon the pledge of the policy legal reserve.
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as collateral security, any sum not exceeding the
legal reserve maintained on the policy.

Savings and SEC. .13.20 Savings and Share Accounts: An
cont im-~ insurer may invest or deposit any of its funds in
insured by share or savings accounts of savings and loan as-
federal
agencies. sociations, or in savings accounts of banks, and in

any one such institution only to the extent that such
an account is insured by the Federal Savings and
Loan Insurance Corporation or the Federal Deposit
Insurance Corporation.

Insurance SEC. .13.21 Insurance Stocks: 1. An insurer other
stacks.
insurer other than a life insurer may invest a portion of its surplus
than life
Insurer. funds in an aggregate amount not exceeding fifty per

cent (50%o) of its surplus over its capital stock and
other liabilities, or thirty-five per cent (35%7) of its
capital funds, whichever is greater, in the stocks of
other insurers organized and existing under the laws
of states of the United States. Indirect or proportion-
ate interests in insurance stocks held by an insurer
through any intermediate subsidiary or subsidiaries
shall be included in applying the limitations provided
in paragraphs one, two, and three of this section.

Life insurer. 2. A life insurer may invest in such insurance
stocks in an aggregate amount not exceeding the
smaller of the following amounts: Five per cent
(5%o) of its assets; or twenty-five per cent (25%o)
of its surplus over its capital stock and other liabili-
ties, or of surplus over its required minimum surplus
if a mutual life insurer.

Maximum 3. An insurer shall not purchase or hold as an
voting stock inetetmr hnfv et'"'o h
which may ivsmnmoetafveper cent (5%) o h
be held, voting stock of any one other insurer, and subject

further to the investment limits of section .13.03.
This limitation shall not apply if such other insurer
is the subsidiary of, and substantially all its shares
having voting powers are owned by, an insurer other
than a life insurer.
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4. No such insurance stock shall be eligible as Qaliain
an investment unless it meets the qualifications for eligible.

stocks of other corporations as set forth in section
.13.22.

5. The limitations on investment in insurance Stock

stocks set forth in this article shall not apply to acq ure
merger or

stocks acquired under a plan for merger of the dividends

insurers which has been approved by the Corn- exceptd

missioner or to shares received as stock dividends
upon shares already owned.

SEC. .13.22 Common Stocks: 1. An insurer may com~mon
invest funds in an aggregate amount not in excessstc.
of fity [fifty] per cent (50%) of its surplus if a stock
insurer, or in an aggregate amount not in excessUntdSae
of fifty per cent (50%) of its surplus over its mini- corporations.

mum required surplus if a mutual or reciprocal
insurer, in common shares of stock in solvent United
States corporations that qualify as a sound invest-
ment.

2. The insurer shall not invest in or loan upon Maximnum
the security of more than ten per cent (10% on~en
the outstanding common shares of any one such cor- corporation.

poration, subject further to amount invested as
limited by section .13.03. This limitation shall not
apply to investment in the securities of any sub- Subsidiaries
sidiary corporation of the insurer which is engaged excepted.

exclusively in a kind of business properly incidental
to the insurance business of the insurer.

SEC. .13.23 Collateral Loans: An insurer may Collateral
loan its funds upon the pledge of securities or evi- loans.

dences of debt eligible for investment under this
article. As at date made, no such loan shall exceed Pledge.
in amount ninety per cent (90%) of the market
value of such collateral pledged, except that loans United States
upon pledges of United States government bonds bonds.

may be equal to 'the market value of the bonds
pledged. The amount so loaned shall be included
in the maximum percentage of funds permitted to
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be invested in the kinds of securities or evidences
of debt pledged or permitted by section .13.03.

Visclla- SEC. .13.24 Miscellaneous Investments: 1. An in-
vestments. surer may loan or invest its funds in an aggregate

amount not exceeding the lesser of the following

Maximums sums: Five per cent (5%7) of its assets, or fifty
for per cent (50%7) ofits srlsover itscailanaggregate,.f srls aia n

other liabilities, or if a mutual or reciprocal insurer
fifty per cent (50%o) of its surplus over minimum
required surplus, in kinds of loans or investments
not otherwise specifically made eligible for invest-
ment and not specifically prohibited or made ineli-
gible by this or other provisions of this code.

Loans 2. No such loan or investment shall be repre-
prohibited. sented by

(1) any item described in section .12.02; or
(2) any loan or investment of a kind specifically

made eligible under any other provision of this
code; or

(3) any loan, investment, or asset theretofore
acquired or held by the insurer under any other
category of loans or investments.

Maximum 3. No one such investment or loan shall exceed
for any one
loan, the amount specified in paragraph one of this section

or one per cent (1%o) of the insurer's assets, which-
ever is the lesser.

Record to 4. The insurer shall keep a separate record of
be kept. all investments acquired under this section.

Special SEC. .13.25 Special Consent Investments: Upo 'n
~ivstents. advance approval of the Commissioner and in com-

pliance with section .13.02, an insurer may make
any investment or kind of investment or exchange

Commission- of assets otherwise prohibited -or not eligible under
er's approval, any other section of this article. The Commissioner's
cormls- order of approval if granted shall specify whether
ditohere the investment or any part therebf may be credited
credited, to required minimum capital or surplus invest-

ments, or to investment of reserves.
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SEc. .13.26 Required Investments for Capital tmnt

and Reserves: 1. An insurer shall invest and keep for capitatr'l

invested its funds aggregating in amount, if a stock
insurer, not less than one hundred per cent (100%)
of its minimum required capital, or if a mutual or capital or
reciprocal insurer, not less than one hundred per surplus.

cent (100%o) of its required minimum surplus, in
cash or investments eligible in accordance with sec-
tion .13.04 (public obligations), and in mortgage
loans on real property located within this state, pur-
suant to section .13.11.

2. In addition to the investments required by fleserves.

paragraph one of this section, an insurer shall invest
and keep invested its funds aggregating not less
than one hundred per cent (100%) of its reserves
required by this code in cash or premiums in course
of collection or in investments eligible in accordance
with the following sections: .13.04, .13.05, .13.08,
.13.09,J.3.10,J.3.11, .13.15, .13.16, .13.18, .13.19, .13.20,
.13.23, .13.25.

3. This section shall not apply to title insurers Title and

nor to mutual insurers or. the as,3essment premium surrs n
planplan. excepted.

SEc. .13.27 Prohibited Investments: In addition Prohibited
Investments

to investments excluded under other provisions of without ap-
proval by

this code, an insurer shall not, except with the Coin- cjommis-

missioner's approval in advance, invest in or loansinr

its funds upon the security of, or hold:

(1) Issued shares of its own capital stock, ex- insurer's

cept for the purpose of mutualization in accordance cptlsok

wvith section .08.08.
(2) Securities issued by any corporation, ex- Securities

cept as specifically authorized by this article directly rereting 1

or by exception, if a majority of the outstanding stock voting stock.

of such corporation, or a majority of its stock having
voting powers, is or will be after such acquisition,
directly or indirectly owned by the insurer, or by
any combination of the insurer and the insurer's
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Securities
rep3resenting

m ority of
vting stock
adheld b

omfcers of
Insurer.

Investments
ineligible
under sec.
.13.03.

Insolvent
corporations.

Investments
found de-
signed to
evade this
code.

Securities
under-
writing,
agreements
to withhold
or repur-
chase.

Prohibitions.

Dipsleo SEC. .13.29 Disposal of Ineligible Property and
prertyand Securities: 1. Any personal property or securities
Time limi -lwulby isr,
tation for laflyacquired byan inuewhich it could nAot
disposal for

roperty otherwise have invested in or loaned its funds upon
acquired. at the time of such acquisition, shall be disposed of

by the insurer within one (1) year from date of
acquisition, unless within such period the security

C'ommis- has attained to the standard for eligibility. The Coin-
stoner misoeuoaplcto prf
may extend, isoeuo plcto and pofthat forced

sale of any such property or security would be
against the best interests of the insurer, may ex-
tend the disposal peri for an additional reasonable
time.

[ 3141

directors, officers, parent corporation, and subsidi-
aries.

(3) Securities issued by any corporation if a
majority of its stock having voting power is owned
directly or indirectly by or for the benefit of any
one or more of the insurer's officers and directors.

(4) Any investment or loan ineligible under
the provisions of section .13.03.

(5) Securities issued by any insolvent cor-
poration.

(6) Any investment or security which is found
by the Commissioner to be designed to evade any
prohibition of this code.

SEc. .13.28 Securities Underwriting, Agreements
to Withhold or to Repurchase: No insurer shall

(1) participate in the underwriting of the mar-
keting of securities in advance of their issuance or
enter into any transaction for such underwriting
for the account of such insurer jointly with any
other person; or

,(2) enter into any agreement to withhold from
sale any of its property, or to repurchase any prop-
erty sold by it.
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2. While any such property or security remains Not to an

so ineligible it shall not be allowed as an asset of ast

the insurer.
3. Any ineligible property or security unlaw- ProPert

fully acquired by an insurer shall be disposed of acquired.

forthwith, and for failure so to do within thirty (30)
days after order of the Commissioner requiring such
disposal, the Commissioner may revoke or suspend
the insurer's certificate of authority.

4. For the purposes of paragraph three of this Investments

section, an investment otherwise eligible shall not amount
permitted,

be deemed ineligible for the reason that it is in excess
of the amount permitted under this article to be
invested in the category of investments to which it
belongs; and any such excess investment shall be
disposed of within the time prescribed in paragraph
one of this section.

SEC. .13.34 Authorization of Investments: NO Authoriza-
tion ofinvestment, loan, sale or exchange thereof shall, investme~nts

except as to the policy loans of a life insurer, be d rectors or
committee

made by any domestic insurer unless authorized or atoie

approved by its board of directors or by a committee
thereof charged by the board of directors or the by-
laws with the duty of making such investment, loan,
sale or exchange. The minutes of any such com- Minutes to

mittee shall be recorded and reports thereof shall be be kept.

submitted to the board of directors for approval or
disapproval.

SEC. .13.35 Record of Investments: 1. As to Record of
Investmentseachinvstmnt r lon o th fuds o a ometicto be made

eachinvstmnt r lon o th fuds o a ometicin permanent
insurer a written authorization thereof in permanent form,
form shall be made, signed by the officer or chair-
man of such committee authorizing the investment
or loan.

2. As to each such investment or loan the in- Contents of

sue' records shall contain: records.

(1) In the case of loans: The name of the Loans.
borrower; the location and legal description of the

[ 315]1
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property; a physical description, and the appraised
value of the security; the amount ,of the loan, rate
of interest and terms of repayment.

Securities. (2) In the case of securities: The name of the
obligor; a description of the security and the record
of earnings; the amount invested, the rate of interest
or dividend, the maturity and yield based upon the
purchase price.

Real estate. (3) In the case of real estate: The location and
legal description of the property; a physical descrip-
tion and the appraised value; the purchase price and
terms.

All (4) In the case of all investments:
Enpeses.n (a) The amount of expenses and commissions
commissions. if any incurred on account of any investment or loan

and by whom and to whom payable if not covered
by contracts with mortgage loan representatives or
correspondents which are part of the insurer's
records.

Official. (b) The name of any officer or director of the
].directly insurer having any direct, indirect, or contingent
interested, interest in the securities or loan representing the in-

vestment, or in the assets of the person in whose
behalf the investment or loan is made, and the
nature of such interest.

Investments SEC. .13.36 Investments of Foreign, Alien In-
alien surers: The investments of a foreign or alien insurer
insurers.

shall be as permitted by the laws of its domicile but
Requirement, sliall be of a quality substantially as high as those

required under this article for similar funds of like
domestic insurers.

ARTICLE FOURTEEN

FEES AND TAXES

Fees for SEC. .14.01 Fees for Filing and Licenses: 1. The
licenses. Commissioner shall collect in advance the following

fees and licenses:
(1) For filing charter documents:
(a) Original charter documents, by-laws or rec-

( 316 ]
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ord of organization of insurers, or certified
copies thereof, required to be filed .......... $25.00

(b) Amended charter documents, or certiflied copy
thereof.................................. $10.00

(c) No additional charge or fee shall be required
for filing any of such documents in the office
of the Secretary of State.

(2) Certificate of authority:
(a) Issuance................................. $10.00
(b) Renewal................................. $10.00
(3) Annual statement of insurer, filing: .......... $20.00
(4) Organization or financing of domestic insurers

and affiliated corporations:
(a) Application for solicitation permit, filing..$15.00
(b) Issuance of solicitation permit .............. $10.00.,
(5) Agent's licenses:
(a) Agent's license for life, or disability insurance,

only, or both for same insurer, each year ....... $2.00
(b) Agent's license for other kind or kinds of in-

surance, three-year period.................. $1000
Filing appointment of each such agent ........ $5.00

(c) Limited license as travel insurance agent,
each year................................ $1.00

(d) Temporary license as agent .................. $2.00
(6) Broker's licenses:
(a) Resident or non-resident broker, each year.... $100.00
(b) Surplus line broker, twelve-month period . $100.00
(c) Temporary license as broker................. $25.00
(7) Solicitor's license, each year ................. $2.00
(8) Adjuster's licenses:
(a) Independent adjuster, each year .............. $10.00
(b) Public adjuster, each year................... $10.00
(9) Resident general agent's license, each year. $5.00

(10) Examination for license, each examination . $2.00
(11) Miscellaneous services:
(a) Filing other documents, each ................ $1.00
(b) Commissioner's certificate under seal .......... $1.00
(c) Copy of documents filed in the Commission-

er's offce, per folio........................ $0.20

2. All fees and licenses so collected shall be re_ Licenses and
fees trans-
mitted tomitted by the Commissioner to the State Treasurer State

not later than the first business day following, and Treasurer.
shall be placed to the credit of the General Fund.

SEC. .14.02 Taxation: 1. Subject to other pro- Taxation.
visions of this article, each authorized insurer except
title insurers shall on or before the first day of March Whien taxes
of each year pay to the State Treasurer through the payable.

[ 317 ]

[CH. 79.



CH. 79.]SESSION LAWS, 1947.

Commissioner's office a tax on premiums. Except
as provided in paragraph two of this section, such
tax shall be in the amount of two per cent (2%) of

Foreign and all pi-emiums, excluding amounts returned to or the
insuers. amount of reductions in premiums allowed to holders

of industrial life policies for payment of premiums
directly to an office of the insurer, collected or
received by the insurer during the preceding
calendar year in the case of foreign and alien in-
surers, and in the amount of one per cent (1%) of

Domestic all such premiums in the case of domestic insurers,insurers.
for direct insurances, other than ocean marine and
foreign trade insurances, after deducting premiums
paid to policyholders as returned premiums, upon
risks or property resident, situated, or to be per-
formed in this state. For the purposes of this section
the consideration received by an insurer for the
granting of an annuity is deemed to be a premium.

Where is2. In the case of insurers which require the pay-
them Isa ment by their policyholders at the icponof their
regardless ofineto
term of policies of the entire premium thereon in the formpolicy. of premiums or premium deposits which are the

same in amount, based on the character of the risks,
regardless of the length of term for which such
policies are written, such tax shall be in the amount
of two per cent (2%) of the gross amount of such
premiums and premium deposits upon policies on
risks resident, located, or to be performed in this
state, in forec'e as of the thirty-first day of December
next preceding, less the unused or unabsorbed por-
tion of such premiums and premium deposits com-
puted at the average rate thereof actually paid or
credited to policyholders or applied in part payment
of any renewal premiums or premium deposits on
one (1)-year policies expiring during such year.

3. Each authorized insurer shall with respect to
all ocean marine and foreign trade insurance con-
tracts written within this state during the preceding

[318]
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calendar year, on or before the first day of March of a~nde
trade In-each year pay to the State Treasurer through the uac

Commissioner's office a tax of three-quarters of one cnrcs

per cent (34 of 1%) on its gross underwriting profit.
Such gross underwriting profit shall be ascertained
by deducting from the net premiums (i. e. gross
premiums less all return premiums and premiums
for reinsurance) on such ocean marine and foreign
trade insurance contracts the net losses paid (i. e.
gross losses paid less salvage and recoveries on re-
insurance ceded) during such calendar year under
such contracts. In the case of insurers issuing par-
ticipating contracts, such gross underwriting profit
shall not include, for computation of the tax pre-
scribed by this paragraph, the amounts refunded, or
paid as participation dividends, by such insurers to
the holders of such contracts.

4. The state does hereby preempt the field of im- State 1

posing excise or privilege taxes upon insurers, other faxation of

than title insurers, and no county, city, town or other
municipal subdivision shall have the right to impose
any such taxes upon such insurers.

5. If an authorized insurer collects or receives Collecting
insurerany such premiums on account of policies in force liable.

in this state which were originally issued by another
insurer and which other insurer is not authorized to
transact insurance in this state on its own account,
such collecting insurer shall be liable for and shall
pay the tax on such premiums.

6. This section shall be effective as to and shall Effective
govern the payment of all taxes falling due after the date.

effective date of this code.

SEC. .14.03 Tax Statement: The insurer shall file Taxc

with the Commissioner as part of its annual state- statem~ent.

ment a statement of premiums so collected or re-
ceived according to such form as shall be prescribed
and furnished by the Commissioner. In every such
statement the reporting of premiums for tax pur-

N [ 319 ]
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poses shall be on a written basis or on a paid-for basis
consistent with the basis required by the annual
statement.

IRetaliatory SEC. .14.04 Retaliatory Provision: 1. If pursuant
proisin. to the laws of any other state or country, any taxes,

fines, penalties, licenses, fees, deposits, or other obli-
gations or prohibitions, in the aggregate, or addi-
tional to or at a net rate in excess of any such taxes,
fines, penalties, licenses, fees, deposits or other obli-
gations or prohibitions imposed by the laws of this
state upon like foreign or alien insurers and their
agents and solicitors, are imposed on insurers of this
state and their agents doing business in such other
state or country, a like rate, obligation or prohibition
may be imposed by the Commissioner upon all in-
surers of such other state or country and their agents
doing business in this state, so long as such laws re-
main in force or are so applied.

Waiver by 2. The Commissioner may waive the requirement
commis-sioner, of paragraph one of this section to the extent that it

affects the amount to be charged by him for licenses
of agents or solicitors of all like insurers of any state.

Domicile of 3. For the purposes of this section an alien in-
alenInurr.surer, may be deemed to be domiciled in the state

wherein it has established its principal office or
agency in the United States. If no such office or
agency has been established, the domicile of the
alien insurer shall be deemed to be the country under
the laws of which it is formed.

"Ocean ma- SEC. .14.05 "Ocean Marine and Foreign Trade
rine and 4A.Frteothscd
foreign trade Insurances" Deie: o h purposes o hscd
insurances"ohr h
defined. ote hn as to article nineteen "ocean marine and

foreign trade insurances" shall include only:
Vessels. (1) Insurances upon vessels, crafts, hulls and of

interests therein or with relation thereto;
Other marine (2) Insurance of marine builders' risks, marine
risks, war risks, and contracts of marine protection and

indemnity insurance;

[ 320]1
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(3) insurance of freights and disbursements per- Freights.

tamning to a subject of insurance coming within this
definition,

(4) insurance of personal property and interests prpryi
transporta-therein, in course of exportation from or importation tion.

into any country, or in course of transportation coast-
wise, including transportation by land, water or air
from point of origin to final destination, in respect to,
appertaining to, or in connection with, any and all
risks or perils of navigation, transit or transportation,
and while being prepared for and while awaiting
shipment, and during any delays, storage, transship-
ment or reshipment incident thereto.

SEC. .14.06 Failure to Pay Tax: 1. Any insurer Failure topay tax.
failing to file its tax statement and to pay the speci-
fied tax on premiums for more than thirty (30) days
after date due shall be liable to a penalty of twenty-
five dollars ($25) for each additional day of delin- Penalty.

quency. In such event the tax may be collected by
distraint, and the penalty recovered by any action
instituted by the Commissioner in any court of com-
petent jurisdiction. The amount of any such penalty
collected shall be paid to the State Treasurer and
credited to the General Fund.

2. At his discretion the Commissioner may re- Rvcto

yoke the certificate of authority of any such delin- of authority.

quent insurer, such certificate of authority not to be
reissued until all taxes and penalties incurred by the
insurer have been fully paid and the insurer has
otherwise qualified for the certificate of authority.

SEC. .14.07 Refunds: In event any person has Refunds.

paid to the Commissioner any tax, license fee or other
charge in error or in excess of that which he is law-
fully obligated to pay, the Commissioner shall upon
written request made to him within six (6) years of
the date of such payment, make a refund thereof
either by crediting the amount toward payment of
ebprrges due or to become due from such person, or
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by making a cash refund. To facilitate such cash re-
funds the Commissioner may establish ',a revolving
fund out of funds appropriated by the legislature for
his use.

ARTICLE FIFTEEN

UNAUTHORIZED INSURERS

No solicita- SEC. .15.02 No Solicitation by Unauthorized In-
tion bA

unitorized sue:1 nisrrntthereunto authorized by the
insurer. Commissioner shall not solicit insurance business in

this state, nor transact insurance business in this
state except as provided in this article.

Representa- 2. No person shall, in this state, represent an un-
unauthorized authorized insurer except as provided in this article.

insuer. This provision shall not apply to any adjuster or at-
torney-at-law representing such an insurer from time
to time in this state in his professional capacity.

Penalty. 3. Each violation of this section shall constitute
a separate offense punishable by a fine of not less
than fifty dollars ($50) nor more than one thousand
dollars ($1,000).

Validity of SEC. .15.03 Validity of Contr-acts Illegally Effectu-
contracts ae:Acb,,legally atd ontract of insurance effectuated byan un-

ctac.authorized insurer in violation of the provisions of
this code shall be voidable except at the instance of
the insurer.

~Surpltis SEC. .15.04 "Surplus Line" Insurance in Un-
ance inur authorized Insurers: If certain insurance coverages
insre cannot be procured from authorized insurers, such

coverages, hereinafter designated as "surplus lines,"
may be procured from unauthorized insurers subject
to the following conditions:

Procured (1) The insurance must be procured through a
bhrokerh licensed surplus line broker.
Not procur- (2) The insurance must not be procurable, after

state. diligent effort has been made to do so from among a
majority of the insurers authorized to transact that
kind of insurance in this state and placing the in-
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surance in an unauthorized insurer must not be for Not to secure

the purpose of securing a lower premium rate than premnium.

would be accepted by any authorized insurer.
(3) At the time of the procuring of any such Affidavit

insurance an affidavit setting forth the facts referred by broker.

to in item two (2) of this section must be executed by
the surplus line broker. Such affidavit shall be filed
with the Commissioner within thirty (30) days after
the insurance is procured.

SEC. .15.05 Endorsement of Cont? act: Every in- Endorsement

surance contract procured and delivered as a surplus o' contract.

line coverage pursuant to this article shall have
stamped upon it and be initialed by or bear the name
of the surplus line broker who procured it, the fol-
lowing:

"This contract is registered and delivered as a
surplus line coverage under the insurance code of the
State of Washington, enacted in nineteen hundred
and forty-seven."

SEC. .15.06 Surplus Line-Insurance Valid: In- Surplus line
-Insurancesurance contracts procured as surplus line coverage valid.

from unauthorized insurers in accordance with this
article shall be fully valid and enforceable as to all
parties, and shall be given recognition in all matters
and respects to the same effect as like contracts is-
sued by authorized insurers.

SEC. .15.07 Licensing of Surplus Line Brokers: Licensing of
srlslneAny person deemed by the Commissioner to be com- br oers.e

petent and trustworthy and while maintaining an
office at a designated location in this state may be
licensed as a surplus line broker, as follows:

(1) Application to the Commissioner for the 1i- Application.

cense shall be made on forms furnished by the Com-
missioner.

(2) The license fee shall be one hundred dollars
($100) for each license year during any part of Fee.

which the license is in force. The license year shall
be from the date of issuance of the license.

[323]
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Bond. (3) Prior to issuance of license the applicant
shall file with the Commissioner and thereafter for
as long as the license remains in effect he shall keep
in force a bond in favor of the State of Washington in
the penal sum of fifteen hundred dollars ($1,500),
with authorized corporate sureties approved by the
Commissioner, conditioned that he will conduct busi-
ness under the license in accordance with the pro-
visions of this article and that he will promptly remit
the taxes provided by section .15.12. No such bond
shall be terminated unless not less than thirty (30)
days' prior written notice thereof is filed with the
Commissioner.

May accept SEC. .15.08 May Accept Business from Agents:
from agents. A licensed surplus line broker may accept and place

surplus line business for any insurance agent or
broker licensed in this state for the kind of insurance
involved, and may compensate such agent or broker
theref or.

Surpus'nes SEC. .15.09 Surplus Lines in Solvent Insurers: 1.
insurenst A surplus line broker shall not knowingly place

surplus line insurance with insurers unsound finan-
cially. The broker shall ascertain the financial condi-
tion of the unauthorized insurer before placing
insurance therewith. The broker shall not so insure
with any stock insurer having capital and surplus
amounting to less than two hundred thousand dollars
($200,000), or with any other type of insurer having
assets of less than two hundred thousand dollars
($200,QOO) of which not less than fifty thousand dol-
lars ($50,000) is surplus.

Penalty. 2. For any violation of this section the broker
shall be fined not less than twenty-five dollars ($25)
or more than two hundred and fifty dollars ($250),
his surplus line broker's license shall be revoked, and
the broker may not again be so licensed within a
period of two (2) years thereafter.
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SEC. .15.10 Records of Surplus Line Broker: Each Records of
licensed surplus line broker shall keep in his office in supu line

this state a full and true record of each surplus line
contract procured by him including a copy of the What records
daily report, if any, showing such of the following mus be

items as may be applicable:
(1) Amount of the insurance;
(2) ,gross premiums charged;
(3) return premium paid, if any;
(4) rate of premium charged upon the several

items of property;
(5) effective date of the contract, and the terms

thereof;
(6) name and address of the insurer;
(7) name and address of the insured;
(8) brief general description of property in-

sured and where located;
(9) other information as may be required by

the Commissioner. The record shall at all times be
open to examination by the Commissioner.

SEC. .15.11 Surplus Line Broker's Annual State- Surplus line

ment: 1. Each surplus line broker shall on or be- broer s

fore the first day of March of each year file with the statement.

Commissioner a verified statement of all surplus
line insurance transacted by him during the pre-
ceding calendar year.

2. The statement shall be on forms as prescribed wihat
and furnished by the Commissioner and shall show: mnust sh~ow.

(1) Gross amount of each kind of insurance
transacted;

(2) aggregate gross premiums charged;
(3) aggregate of returned premiums paid to

insureds;
(4) aggregate of net premiums;
(5) additional information as required by the

Commissioner.

SEC. .15.12 Tax on Surplus Lines: 1. On or be- Tax on

fore the first day of March of each year each surplus s"rPlus lines.
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line broker shall remit to the State Treasurer
through the Commissioner a tax on the premiums,
exclusive of sums collected to, cover federal and
state taxes and examination fees, on surplus line
insurance subject to tax transacted by him during
the preceding calendar year as shown by his annual
statement filed with the Commissioner, and at the
same rate as is applicable to the premiums of au-
thorized foreign insurers under this code. Such tax
when collected shall be credited to the general fund.

Allocation of 2. If a surplus line policy covers risks or ex-
sCtat. posures only partially in this state the tax so pay-

able shall be computed upon the proportion of the
premium which is properly allocable to the risks or
exposures located in this state.

Penalty for SEC. .15.13 Penalty for Failure to File Statement
failure to file
statement or or' Remit Tax: If any surplus line broker fails to
remit tax, file his annual statement, or fails to remit the tax

provided by section .15.12, prior to the first day of
April after the tax is due, he shall be liable for
a fine of twenty-five dollars ($25) for each day of
delinquency commencing with the first day of April.
The tax may be collected by distraint, or the tax
and fine may be recovered by an action instituted
by the Commissioner in any court of competent
jurisdiction. Any fine collected by the Commissioner
shall be paid to the State Treasurer and credited
to the General Fund.

Rlevocation SEC. .15.14 Revocation of License:, 1. The Comn-
of license. missioner shall revoke any surplus line broker's

license:

Mandatory (1) If the broker fails to file his annual state-
revocation. ment-or to remit the tax as required by this ar-

ticle; or
(2) if the broker fails to maintain an office in

this state, or to keep the records, or to allow the
Commissioner to examine his records as required
by this article; or
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(3) for any of the causes for which a general
broker's license may be revoked.

2. The Commissioner may suspend or revoke Discretionary

any such license whenever he deems suspension orreoain
revocation to be for the best interests of the people
of this state.

3. The procedures provided by this code for the Procedure.

suspension or revocation of general brokers' licenses
shall be applicable to suspension or revocation of
a surplus line broker's license.

4. No broker whose license has been so revoked flc-liccnsing.

or suspended shall again be so licensed within one
(1) year thereafter, nor until any fines or delin-
quent taxes owing by him have been paid.

SEC. .15.15 Legal Process Against Surplus Line Legal process

Insurer: 1. An unauthorized insurer shall be sued, agapist line
upon any cause of action arising in this state under insurer,

any contract issued by it as a surplus line contract,
pursuant to this article, in the superior court of the
county in which the cause of action arose.

2. Service of legal process against the insurer Service upon
may be made in any such action by service upon sji.'

the Commissioner. The Commissioner shall forth-
with mail the documents of process served, or a
true copy thereof, to the person designated by the
insurer in the policy for the purpose by prepaid
registered mail with return receipt requested. The
insurer shall have forty (40) days from the date
of service upon the Commissioner within which to
plead, answer, or otherwise defend the action. Upon
service of process upon the Commissioner in ac-
cordance with this provision, the court shall be
deemed to have jurisdiction in personarn of the in-
surer.

3. An unauthorized insurer issuing such policy Demed to
shall be deemed thereby to have authorized service 1'~v'srie

of process against it in the manner and to the effect
as provided in this section. Any such policy shall
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contain a provision stating the substance of this sec-
tion, and designating the person to whom the Com-
missioner shall mail process as provided in para-
graph two of this section.

Exemptions. SEC. .15.16 Exemptions: 1. The provisions of
nt atcl this article controlling the placing of insurance with

plicable to
rinsurance. unauthorized insurers shall not apply to reinsurance

or to the following insurances when so placed by
licensed agents or brokers of this state:

This article (1) Ocean marine and foreign trade insurances.
Fto (2 Insurance on subjects located, resident, or

ca e (2
nsuraces to be performed wholly outside of this state, or on

vehicles or aircraft owned and principally garaged
outside this state.

(3) Insurance on property or operation of rail-
roads engaged in interstate commerce.

(4) Insurance of aircraft owned or operated by
manufacturers of aircraft, or of aircraft operated
in schedule interstate flight, or cargo of such air-
craft, or against liability, other than Workmen's
Compensation and employer's liability, arising out
of the ownership, maintenance or use of such air-
craft.

Agents and 2. Agents and brokers so placing any such in-
brokers to
keep and surance with an unauthorized insurer shall keep a
preserve
records, full and true record of each such coverage in detail

as required of surplus line insurance under this
article. The record shall be preserved for not less
than five (5) years from the effective date of the
insurance and shall be kept available in this state
and open to the examination of the Commissioner.
The agent or broker shall furnish to the Commis-
sioner at his request and on forms as designated and
furnished by him a report of all such coverages so
placed in a designated calendar year.

Records of SEC. .15.17 Records of Insure ds: Every person
insres. for whom insurance has been placed with an unau-

thorized insurer pursuant to or in violation of this
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article shall, upon the Commissioner's order, produce
for his ex-Amination all policies and other documents
evidencig the insurance, and shall disclose to the
CommiLsioner the amount of the gross premiums
paid or agreed to be paid for the insurance. For
each refusal to obey such order, such person shall
be liable to a fine of not more than five hundred
dollars ($500).

ARTICLE SIXTEEN

DEPOSITS OF INSURERS

SEC. .16.01 Deposits of Insurers: The State Deposits of
Treasurer shall accept, when made through the Corn- insurers.

missioner, deposits of securities or funds by insurers
as follows:

(1) Deposits in amount as required to be made
as prerequisite to a certificate of authority to trans-
act insurance in this state. DepoSitat

Treasurer(2) Deposits of domestic or alien insurers in shallccept

amount as required to be made by the laws of other missioner.

states as prerequisite for authority to transact in-
surance in such other states.

(3) Deposits in amounts as result from appli-
cation of the retaliatory provision, section .14.04.

(4) Deposits in other additional amounts per-
mitted to be made by this code.

SEC. .16.02 In Trust for Policyholders: Each Held In trust
such deposit shall be held by the State Treasurer fo cy'-
in trust for the protection of all policyholders in
the United States of the insurer making it; except
that deposits of alien insurers shall be so held for
the security of such insurer's obligations arising out
of its insurance transactions in the United States,
and except as to deposits the purpose of which may
be further limited pursuant to the retaliatory provi-
sion, section .14.04.

SEC. .16.03 Securities Eligible for Deposit: All Securities
such deposits shall consist of cash funds or other eligible for

deposit.
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assets comprised of securities which are eligible for
*the investment of the funds of insurers under article
thirteen, and representing public obligations, cor-
porate bonds, and mortgages on real property located
in this state.

State SEC. .16.05 Record of Deposits: The State Treas-
Trveasrereito urer shall deliver to the insurer a receipt for all

funds and securities so deposited by it.
Conunis- 2. The Commissioner shall keep a record in
Moner to
keep record, permanent form of all funds and securities so depos-

ited. This record shall be open to the inspection of
the State Treasurer during all office hours.

State to3. The State Treasurer shall keep a record in
keep record. permanent form of all such funds and securities,

and which record shall be open to the inspection
of the Commissioner during all office hours. The
State Treasurer shall.state in his report to the legis-
lature the aggregate amount of all such deposits
held by him and of any transfers thereof counter-
signed by him.

Transfer of SEC. .16.06 Transfer of Securities: 1. No trans-
securities. fer of any funds or security so held on deposit,

whether voluntary or by operation of law, shall
be vali.d unless approved in writing by the Com-
missioner and countersigned by the State Treasurer
or by his authorized deputy or agent.

'Record of 2. A statement of each such transfer shall be
transfer, entered on the records of the State Treasurer and

of the Commissioner, showing .the name of the
insurer from whose deposit such transfer is made,
the name of the transferee, the par value of se-
curities having par value, and the asset value of
other securities as at last recent valuation.

Treasurer SEC. .16.07 Treasurer May Designate Deposi-
deiate tary: The State Treasurer may designate any sol-
depositary, vent trust company or other solvent financial

institution having trust powers domiciled in this
state, as the. State Treasurer's depositary to receive
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and hold any such deposit of a domestic insurer,
or of an alien insurer for which this state is the
port of entry into the United States. Any deposit
so held shall be at the expense of the insurer.

SEC. .16.08 State Responsible: The State of State
Washington shall be responsible for the safe keeping responsible.

and return of all funds and- securities deposited
pursuant to this article with the State Treasurer or
in any such depositary so designated by -him.

SEC. .16.09 Dividends and Substitutions: While Dividends
solvent and complying with this code an insurer an usi

shall be entitled
(1) to collect and receive interest and dividends cnuietan

accruing on the securities so held on deposit for dividends.

its account, and
(2) from time to time to exchange and sub- Substitute

stitute for any of such securities, other securities sec urities.

eligible for deposit and of at least equal value.

SEC. .16.10 Release of Deposit: 1. Any such Release of
required deposit shall be released in these instances deposit.

only:
(1) Upon extinguishment of all liabilities of When

the insurer for the security of which the deposit released.

is held, by reinsurance contract or otherwise.
(2) If any such deposit or portion thereof is

no longer required under this code.
(3) If the deposit has been made pursuant to

the retaliatory provision, section .14.04, it shall be
released in whole or in part when no longer so re-
quired.

(4) Upon proper order of a court of competent
jurisdiction the deposit shall be released to the re-
ceiver, conservator, rehabilitator, or liquidator of
the insurer for whose account the deposit is held.

2. No such release shall be made except on How release

application to and written order of the Comnmis- mnade.

sioner made upon proof satisfactory to him of the
existence of one of such grounds theref or. The Coin-
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missioner shall have no personal liability for any
such release of any deposit or part thereof so made
by him in good faith.

To wh~om 3. All releases of deposits or any part thereof
made. shall be made to the person then entitled thereto

upon proof of title satisfactory to the Commissioner.

Deposits 4. Deposits held on account of title insurers are
insurers. subject further to the provisions of article twenty-

nine.

Release of SEC. .16.11 Release of Existing Deposits: Any
deois part of any deposit of an insurer held by the State

Treasurer on the effective date of this code which
is in amount in excess of the deposit required or
permitted to be made by such insurer under this
code, shall, upon written order of the Commissioner,
be released; except, that no deposit held on account
of any registered policies heretofore issued by the
insurer shall be released except in accordance with
the conditioiis under which such deposit was made.

Voluntary SEC. .16.12 Voluntary Excess Deposit: An insurer
excess may deposit and maintain on deposit with the State

depoit. Treasurer through the Commissioner funds and
eligible securities in amount exceeding its required
deposit under this code by not more than one hun-
dred thousand dollars ($100,000), for the purpose
of absorbing fluctuations in the value of securities
held in its required deposit, and to facilitate the ex-
change and substitution of such required securities.
During the solvency of the insurer any such excess
deposit or any part thereof shall be released to it
upon its request. During the insolvency of the in-
surer such excess deposit shall be released only as
provided in section .16.10.

Not subject SEC. .16.13. Not.Subject to Levy: No judgment
to levy, creditor or other claimant of an insurer shall levy

upon any deposit held pursuant to this article, or
upon any part thereof.
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ARTICLE SEVENTEEN

AGENTS, BROKERS, SOLICITORS, AND ADJUSTERS

SEC. .17.01 "Agent" Defined: "Agent" means -'Agent."
any person appointed by an insurer to solicit appli-
cations for insurance on its behalf, and if author-
ized so to do, to effectuate and countersign insurance
contracts except as to life or disability insurances,
and to collect premiums on insurances so applied
for or effectuated.

SEC. .17.02 "Broker" Defined: "Broker" means "Broker.".
any person who, on behalf of the insured, for com-
pensation as an independent contractor, for com-
mission, or fee, and not being an agent of the
insurer, solicits, negotiates, or procures insurance
or reinsurance or the renewal or continuance thereof,
or in any manner aids therein, for insureds or pros-
pective insureds other than himself.

SEC. .17.03 "Solicitor" Defined: "Solicitor" "Solicitor."

means an individual authorized by an agent or broker,
to solicit applications for insurance as a representa-
tive of such agent or broker and to collect premiums
in connection therewith. An individual employed
by, and devoting full time to clerical work with
incidental taking of insurance applications and re-
ceiving premiums in the office of the agent or broker
is not deemed to be a solicitor if his compensation
is not related to the volume of such applications,
insurances, or premiums.

SEC. .17.04 Service Representatives: Individuals Service rep-
other than an officer, manager, or general agent of resentatives.

the insurer, employed on salary by an insurer or
general agent to work with and assist agents in
soliciting, negotiating, and effectuating insurance
in such insurer or in the insurers represented by
the general agent, are deemed to be service repre-
sentatives and are not required to be licensed.

SEC. .17.05 "Adjuster" Defined: 1. "Adjuster" "Adjuster."

means any person who, for compensation as an in-
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dependent contractor or as an employee of an inde-
pendent contractor, or for fee or commission,
investigates or reports to his principal relative to
claims arising under insurance contracts, on behalf
solely of either the insurer or the insured. An at-
torney-at-law who adjusts insurance losses from
time to time incidental to the practice of his profes-
sion, or an adjuster of marine losses, or a salaried
employee of an insurer or of a general agent, is not
deemed to be an "adjuster" for the purposes of this
article.

"Indepen- 2. "Independent adjuster" means such an ad-
adjster." juster representing the interests of the insurer.

"Public 3. "Public adjuster" means an adjuster em-
adjuster." ployed by and represeiating solely the financial in-

terests of the insured named in the policy.

License SEC. .17.06 License Required: 1. No person shall
required. in this state act as or hold himself out to be an

agent, broker, solicitor, or adjuster unless then
licensed therefor by this state.

Must be 2. No agent, solicitor, or broker shall solicit
licesd or or take applications for, procure, or place for others

,1nd of
insurance, any kind of insurance for which he is not then li-

censed.

Penalty. 3. Any person violating this section shall be
liable to a fine of not to exceed five hundred dol-
lars ($500) and imprisonment for not to exceed six
(6) months for each instance of such violation.

General SEC. .17.07 General Qualifications for License:
Itulilc- F or the protection of the people of this state the

license. Commissioner shall not issue or renew any such

license except in compliance with this article, nor
to, nor to be exercised by, any person found by
him to be untrustworthy, or incompetent, or who
has not established to the satisfaction of the Com-
missioner that he is qualified therefor in accordance
with this article.
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SEc. .17.08 Controlled Business: 1. The Comn- buies
missioner shall not grant an agent's, solicitor's, or
broker's license to any person if the Commissioner
has reasonable cause to believe that:

(1) During either of the two (2) calendar years When license
immediately preceding the request for renewal of be eneed.
any such license the aggregate amount of commis-
ions represented by the controlled business procured
by or through the licensee exceeded the aggregate
amount of commissions represented by all other in-
surance business procured by or through him; or

(2) the circumstances of the applicant for such
license or of any such licensee are such as to cause
the Commissioner reasonably to believe that during
the twelve-month period immediately following is-
suance or renewal of the license, if so issued or
renewed, the aggregate amount of commissions to
be represented by such controlled business would
exceed the aggregate amount of commissions to be
represented by all other insurance business to be
procured by or through such applicant or licensee.

2. "Controlled business" means insurance pro- Meinition of
"controlledcured or to be procured by or through such person business."

upon:
(1) His own life, person, or property or those

of his spouse or relatives by blood or marriage to
the second degree;

(2) the life, person, or property of his employer,
or his firm, or of any officer, director, stockholder,
or member of his employer or firm, other than mem-
bers of mutual insurers, or of any spouse of such
employer, officer, director, stockholder, or member;

(3) the life, person, or property of his ward,
or his employees; or upon persons or property under
his supervision or control as trustee under any in-
denture or decree, or as administrator or executor
of any estate.

3. The vendor who is title holder of property conditioal

being sold under an installment purchase contract owner.
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shall not be deemed to be the owner of such prop-
erty for the purposes of this section.

Appiain SEC. .17.09 Applications for License: 1. Appli-
forlienecation for any such license shall be made to the Com-

missioner upon forms as prescribed and furnished
by him. As a part of or in connection with any such
application the applicant shall furnish information
concerning his identity, personal history, experience,

How made, business record, purposes, and other pertinent facts,
as the Commissioner may reasonably require.

Ap~lication 2. If the applicant is a firm or corporation, the
corporation, application shall show, in addition, the names of

all members and officers, and shall designate each
individual who is to exercise the powers to be con-
ferred by the license upon such firm or corporation.
The Commissioner shall require each such individual
to furnish information to him as though for an in-
dividual license.

Misrepre- 3. Any person willfully misrepresenting any
sentation. fact required to be disclosed in any such application

shall be l iable to penalties as provided by this code.

Number of SEC. .17.10 Number of Applications: -1. The
applications, filing of personal data by an individual in connection

with one (1) application for an agent's license shall
be sufficient, regardless of the number of insurers
to be represented by the agent or the number of sub-
sequent applications by the same applicant.

commis- 2. The Commissioner may, for his -information
roeure in frrom time to time require any licensed agent, or
mation at oiiooboe, ajse, spl
any time. solctr or boeor ajseto supyhim with

the information called for in an application for
license.

Exainina- SEC. .17.11 Examinations for License: 1. Each
tions for
license, applicant for license as agent, broker, solicitor, or

adjuster shall prior to the issuance of any such
When license, personally take and pass to the satisfaction
required. of the Commissioner an examination given by the
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Commissioner as a test of his qualifications and com-
petence; but this requirement shall not apply to:

(1) Applicants for limited licenses, as travel in- When not

surance agents only, under section .17.19. required.

(2) Applicants who within the five-year period
next preceding date of application have been
licensed in this state under a license requiring quali-
fications similar to qualifications required by the
license applied for and who are deemed by the Com-
missioner to be fully qualified and competent.

(3) Applicants for license as nonresident agent
or as nonresident broker who have fulfilled qualifica-
tion requirements in their state of residence and who
are deemed by the Commissioner to be fully qualified
and competent.

(4) Applicants for an agent's or solicitor's license
covering the same kinds of insurance as an agent's
or solicitor's license then held by them.

2. Applicants for the renewal of licenses in force Application

on the effective date of this code or issued thereafter for renewal.

shall not be required to take an examination except
as provided in paragraph three of this section.

3. The Commissioner may at any time require When Comn-
any licensed agent, broker, solicitor, or adjuster to misioner

examinationtake and successfully pass an examination testing for continu-

his competence and qualifications as a condition torenewal.
the continuance or renewal of his license, if the
licensee has been guilty of violation of this code, or
has so conducted his affairs under his license as to
cause the Commissioner reasonably to desire further
evidence of his qualifications.

SEC. .17.12 Scope of Examination: 1. Each such Scope of

examination shall be , s the Commissioner prescribes eaiain

and shall be of sufficiant scope reasonably to test
the applicant's knowledge relative to the kinds of
insurance which may be dealt with under the license
applied for, and of the duties and responsibilities of,
and laws of this state applicable to, such a licensee.
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Ocean ma- 2. Examination as to ocean marine and related
rine and
related
coverages. coverages may bc waived by the Commissioner as

to any applicant deemed by the Commissioner to be
qualified by past experience to deal in such insur-
ances.

Manual. 3. The Commissioner shall prepare and make
available to insurers, general agents, brokers, agents,
and applicants a printed manual specifying in gen-
eral terms the subjects which may be covered in
any examination for a particular license.

Written SEC. .17.13 Examinations-Form, Time, Fee:
and oral. 1. The answers of the applicant to any such exami-

nation shall be written by the applicant under the
Commissioner's supervision, and any such written
examination may be supplemented by oral exami-
nation at the Commissioner's discretion.

Where and 2. The Commissioner shall give examinations at
when. such times and places within this state as he deems

necessary reasonably to serve the convenience of
both the Commissioner and applicants.

Waiti 3. The Commissioner may require a waiting
orexamnton period of reasonable duration before giving a newexaintin.examination to an applicant who has failed to pass

a previous similar examination.
Fee. 4. For each examination taken, the Commis-

sioner shall collect in advance the fee provided in
section .14.01.

Examina- SEC. .17.14 Examinations by Life Insurers:
tions by life
Insurers. 1. An applicant for license as agent of a life insurer

may, in lieu of examination by the Commissioner,
take and pass a similar examination given and super-

Conditions, vised by the insurer if the following conditions are
complied with:

Course of (1) The insurer must have filed with and had
study
approved, approved by the Commissioner an outline of the

course of study and instruction in good faith to be
given such applicants by or on behalf of the insurer.
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(2) The applicant must have completed such Completed
course..

(3) The examination must be in writing and be Examination

taken by the applicant in person and without aid, Aflswers

and the questions and answers thereto must be kept peevd

on file as required by the Commissioner.
(4) The official or representative of the insurer Certificate

to the Comn-in charge of the examination, must certify to the missioner.

Commissioner the results thereof and grade received
prior to issuance of the license applied for.

2. Any such course of study and instruction and Course may
Includeexamination may cover both life isurance and dis- disability

ability insurance if both such insurances are trans- isrne
acted by the insurer and if the applicant is to be
licensed as to both.

3. The Commissioner may at any time withdraw Privilege

from an insurer the privilege of giving examinations withdrwn.

as provided in this section and may reexamine at
any time any applicant or agent previously given
an examination by any insurer.

SEc. .17.15 Agent's and Broker's Qualifications: Agent's and
broker's1. To qualify for an agent's or broker's license an qualifica-

applicant must otherwise comply with this code tions.

therefor and must
(1) be twenty-one (21) years of age or over, if Age.

an individual;
(2) be a bona fide resident of and actually re- Residence.

side in this state, or if a corporation, be other than
an insurer and be domiciled in this state, except as
provided in section .17.33;

(3) be empowered to be an agent or broker, as Be empow-

the case may be, under its members' agreement, if a agreeent

firm, or by its articles of incorporation, if a corpora- o rils

tion;
(4) successfully pass any examination as re- Pass

quired under section .17.11; examination.

(5) be a trustworthy person; Be trust-

(6) not intend to use or use the license for the worthy.
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Not to write
controlled purpose principally of writing controlled business,
business. as defined in section .17.08;
Be appointed (7) if for an agent's license, be appointed as its
agent. agent by one (1) or more authorized insurers, sub-

ject to issuance of the license;
Experience (8) if for broker's license, have had experience
for broker's
license, either as an agent, solicitor, adjuster, general agent,

broker, or as an employee of insurers or represen-
tatives of insurers, or special education or training
of sufficient duration and extent reasonably to satisfy
the Commissioner that he possesses the competence
necessary to fulfill the responsibilities of broker.

Issuance 2.IthComsinrfdstathaplct
or refusal. 2.IthComsinrfnstathaplct

is so qualified and that the license fee has been paid,
he shall issue the license. Otherwise, the Commis-
sioner shall refuse to issue the license.

Appointment SEC. .17.16 Appuintment of Agents and Revoca-
of agents, tions: 1. Each insurer on appointing an agent in

this state shall file written notice thereof in duplicate
with the Commissioner on forms as prescribed and
furnished by him, and shall pay the filing2 fee there-
for as provided in section .14.01. If then licensed, or
as soon as licensed, the Commissioner shall mail one
(1) copy of the appointment to the agent.

2. Each such appointment shall continue in force

Duration of until:I
appointment. (1) The Commissioner notifies the insurer thai,

the person so appointed is no longer licensed as an
agent by this state; or

(2) the appointment is revoked by the insurer
by written notice of such revocation to the agent.
The insurer shall forthwith file a duplicate copy of
such notice of revocation with the Commissioner.
No fee shall be charged for filing such copy.

Revocation. 3. Revocation of an appoiiAment by the insurer
shall be deemed to be effective as of the date desig-
nated in the notice as being the effective date if the
notice is actually received "wy the agent prior to such
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designated date; otherwise, as of the earlier of the
following dates:

(1) The date such notice of revocation was Ww~n

received by the agent. effectve.f

(2) The date such notice, if mailed to the agent
at his last address of record with the insurer, in due
course should have been received by the agent.

SEC. .17.17 Contents of Licenses-Agents, Brok- Licenses-

ers, Solicitors: 1. Agents', solicitors', and brokers' brokes,

licenses shall be in form as the Commissioner pre-soitr.

scribes, and shall set forth
(1) the name and address of the licensee; or if Contents.

he is required to have a place of business, the ad-
dress of the place of business;

(2) if the agent or broker is a firm or corpora-
tion, the name of each individual authroized [author-
ized] to exercise the powers conferred by the license;

(3) the kind or kinds of insurance the licensee
is thereby licensed to handle;

(4) if an agent's license for life or disability in-
surances only, the nameof the insurer as to which
he is so licensed, and a separate license shall be
required as to each such insurer;

(5) if a solicitor's license, the name and address
of the agent or broker represented by the solicitor;

(6) the conditions under which the license is
granted;

(7) the date of issuance and date of expiration
of the license.

2. The Commissioner is not required to issue a Separate

separate license to each agent licensed for life or dis- eachs lfor

ability insurances only. In lieu thereof he may issue agn o

to the 'nsurer his license certificate setting forth the required.

names and addresses of the insurer's agents so
licensed in this state. Each such license certificate
shall be serially numbered and shall constitute of-
ficial evidence of the licensing of each licensee
designated therein. Any such insurer may furnish
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its agents so licensed with evidence of authority to'
represent the insurer, upon such form as is sub-
mitted to and approved by the Commissioner.

Licenses to SEC. .17.18 Licenses to Firms and Corporations:
firms and
corporations. 1. A firm or corporation shall not be licensed as an

agent or broker unless each individual to be em-
powered and designated in the license to exercise
the powers conferred thereby is qualified as though
he were the sole individual to be so empowered. A
nonresident of this state shall not be so designated
or empowered. Exercise or attempted exercise of
such powers by an individual not so designated, with
the knowledge or consent of the licensee, shall con-
stitute cause for the revocation or suspension of the
license.

Trade name. 2. Licenses shall be issued in a trade name only
upon proof satisfactory to the Commissioner that
the trade name has been lawfully registered.

SEC. .17.19 Limited License: The Commissioner
Limited
license. may issue limited licenses as travel insurance agents

to persons selling transportation tickets of a common
carrier of persons or property who shall act as such
agents only as to transportation ticket policies of
disability insurance or baggage insurance on personal
effects.

When sep- SEC. .17.20 Number of Licenses Required-Agent:
arate license
required. 1. An agent appointed by an insurer for life insur-

ance, or for life and disability insurances, or for dis-
ability insurance only, shall be separately licensed as
to such insurer.

One license 2. An agent is required to have but one license
required. inclusive of all other kinds or combination of kinds

of insurance he is licensed to handle, regardless of
the number of insurers for whom he is appointed as
agent for such insurances or any of them.

Mvinimum SEC. .17.21 Minimum License Combinations: Ex-
license com-binations. cept as provided in section .17.19, an agent's license

shall not be issued unless it includes, and the appli-
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cant is qualified for, one (1) or more of the following
kinds of insurance:

(1) Casualty.
(2) Disability.
(3) Life.
(4) Marine and transportation.
(5) Property.
(6) Surety.
(7) Vehicle.

SEC. .17.23 May Place Rejected Business: A lb- may Place
censed agent appointed by an insurer as to life or
disability insurances may, if with the knowledge and
consent of such insurer, place any portion of a life
or disability risk which has been rejected by such
insurer, with other authorized insurers without being
licensed as to such other insurers.

SEC. .17.24 Scope of Broker's License: A broker's sco~e of

license shall be issued to cover all kinds of insurance license.

only. The Commissioner shall not issue a broker's
license limited to particular kinds of insurance.

SEC. .17.25 Broker's Bond: 1. Every applicant for Broker's

a broker's license or for the renewal of a broker's bond.

license existing on the effective date of this code shall
file with the application or request for renewal and
shall thereafter maintain in force while so licensed
a bond in favor of the people of the State of Wash-
ington, executed by an authorized corporate surety
approved by the Commissioner, in the amount of
twenty-five hundred dollars ($2,5 00). The bond may Amnount.

be continuous in form, and total aggregate liability
on the bond may be limited to the payment of
twenty-five hundred dollars ($2,500). The bond
shall be contingent on the accounting by the broker
to any person requesting the broker to obtain insur-
ance, for moneys or premiums collected in connec-
tion therewith.

2. Any such bond shall remain in force until the Duration.

surety is released from liability by the Commissioner,
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or until the bond is cancelled by the surety. Without
prejudice to any liability accrued prior to such can-
cellation, the surety may cancel the bond upon thirty
(30) days advance notice in writing filed with the
Commissioner.

Broker's SEC. .17.26 Broker's Authority and Commissions:
authority. 1. A broker, as such, is not an agent or other repre-

sentative of an insurer, and does not have power, by
his own acts, to bind the insurer upon any risk or
with reference to any insurance contract.

2. An insurer or agent shall have the right to pay
to a broker licensed under this article, and such
broker shall have the right to receive from the in-

commis- surer or agent, the customary commissions upon in-
sions.

surances placed in the insurer by the broker.

Agent, SEC. .17.27 Agent, Broker License Combinations:
ces cm A licensed agent may be licensed as a broker and be

binations. a broker as to insurers for which he is not then li-
censed as agent. A licensed broker may be licensed
as and be an agent as to insurers appointing him as
agent. The sole relationship between a broker and
an insurer as to which he is licensed as an agent
shall, as to transactions arising during the existence
of such agency appointment, be that of insurer and
agent.

Solicitor's SEC. .17.28 Solicitor's Qualifications: The Coin-
uiifl. missioner shall license as a solicitor an individual

only who meets the following requirements:
Residence. (1) Is a resident of this state.

Principal (2) Intends to and does make the soliciting and
vocaion. handling of insurance business under his license his

principal vocation.
To represent ()I orpeetadb mlydb u n
btn(3Istrersnanbeepoebybut one
agent or cesdaetobrk.
broker. (1) 1iesdaeto rkr

Passed (4) Has passed any examination as required un-
examination. der this article.
Otherwise (5) Is otherwise qualified under this code.
qualifled.
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SEC. .17.29 Application for Solicitor's License: fAPr,,aj~

The Commissioner shall issue a solicitor's license license.

only upon application by the applicant and the re-
quest of the agent or broker to be represented, upon
such forms as the Commissioner shall prescribe and
furnish.

SEC. .17.30 Solicitor's License Fee, Custody, and soicitor's
Cancellation: 1. The fee for issuance or renewal of
a solicitor's license shall be paid by the agent or Fee.
broker by whom the solicitor is employed.

2. The solicitor's license shall be delivered to and Custody.
shall remain in the possession of the employing agent
or broker. Upon termination of such employment, Cancellation.

the license shall likewise terminate and shall be re-
turned to the Commissioner for cancellation.

SEC. .17.31 Limitations Upon Solicitors: 1. ALitaon
solicitor's license shall not cover any kind of insur- uoigtr0

ance for which the agent or broker by whom he is
employed is not then licensed.

2. A solicitor shall not have power to bind an in-
surer upon or with reference to any risk or insurance
contract, or to countersign insurance contracts.

3. Any individual while licensed as a solicitor
shall not be licensed as an agent or broker.

SEC. .17.32 Responsibility of Employer: All busi- Respfonsibil-
ity o

ness transacted by a solicitor under his license shall employer.

be in the name of the agent or broker by whom he is
employed and the agent or broker shall be responsi-
ble for all acts or omissions of the solicitor within
the scope of such employment.

SEC. .17.33 Nonresident Agents, Brokers: 1. TheNorsdn
Commissioner may license as a life insurance agent agents,

only, or as a broker, a person who is otherwise quali-
fied therefor under this code but who is not a resi-
dent of or domiciled in this state, if by the laws of
the state or province of his residence or domicile a Reciprocity.
similar privilege is extended to residents of or cor-
porations domiciled in this state.
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stmar to 2. Any such licensee shall be subject to the same
resident, obligations and limitations, and to the Commi.,sion-

er's supervision as though resident or domiciled in
this state, subject to section .14.04.

Power of 3. No such person shall be so licensed unless he
attorney.

files the powe~r of attorney provided for in section
.17.34, and, if a corporation, it must have complied
with the laws of this state governing the admission
.of foreign corporations.

Commis- SEC. .17.34 Process Against Nonresident Li-
sioner ap-
pointed tocensees: 1. Each licensed nonresident agent or
receive broker shall appoint the Commissioner as his attor-

servce. ney to receive service of legal process issued against
the agent or broker in this state upon causes of ac-
tion arising within this state. Service upon the Com-
missioner as attorney shall constitute effective legal
service upon the agent or broker.

Appointment 2. The appointment shall be irrevocable for as
irrevocable.

long as there could be any cause of action against the
agent or broker arising out of his insurance transac-
tions in this state.

Service. 3. Duplicate copies of such legal process against
such agent or broker shall be served upon the Com-
missioner either by a person competent to serve a
summons, or through registered mail. At the time of
such service the plaintiff shall pay to the Commis-
sioner two dollars ($2), taxable as costs in the action.

coammis- 4. Upon receiving such service, the Commissioner
wards a shall forthwith send one of the copies of the process,

COPY. by registered mail with return receipt requested, to
the defendant agent or broker at his last address of
record with the Commissioner.

cjommis- 5. The Commissioner shall keep a record of the
keeps record, day and hour of service upon him of all such legal

process. No proceedings shall be had against the de-
fendant agent or broker, and such defendant shall not
be required to appear, plead, or answer until the ex-
piration of forty (40) days after the date of service
upon the Commissioner.
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SEC. .17.38 Qualifications for Adjuster's License: tgaila

The Commissioner shall license as an adjuster only uster's

an individual who has otherwise complied with this
code therefor and who has furnished evidence satis-
factory to the Commissioner that he is qualified as
follows:

(1) Is twenty-one (21) or more years of age. Age.

(2) Is a bona fide resident of this state, or is Residence.
a resident of a state which will permit residents of
this state to act as adjusters in such other state.

(3) Is a trustworthy person. Trustworthy.

(4) Has had experience or special education Experience.

or training with reference to the handling Of loss Education.

claims under insurance contracts, of sufficient dura-
tion and extent reasonably to make him competent
to fulfill the responsibilities of an adjuster.

(5) Has successfully passed any examination Examination.

as required under this article.
(6) If for a public adjuster's license, has filed Dond.

the bond required by section .17.43.

SEC. 17.39 Separate Licenses: The Commis- Separate

sioner may license an individual as an independentlies.
adjuster or as a public adjuster, and separate li-
censes shall be required for each type of adjuster.
An individual may be concurrently licensed under
separate licenses as an independent adjuster and
as a public adjuster. The full license fee shall be
paid for each such license.

SEC. .17.40 Form of Adjuster's License: The AdJuster's

Commissioner shall prescribe the form of adjuster's license.

license, and which shall contain:
(1) the name of the adjuster, and the address Contents.

of his place of business;
as(2) a statement as to whether he is so licensed

aanindependent adjuster or as a public adjuster;
(3) date of issuance and date of expiration of

the license;
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(4) other statements proper to the purposes
of the license.

Powers con- SEC. .17.41 Powers Conferred by Adjuster's Li-
ferred b
adjuster's cense: An adjuster shall have authority under his

licese. license only to investigate or report to his principal
upon claims as limited under section .17.05 on behalf
only of the insurers if licensed as an independent
adjuster, or on behalf only of insureds if licensed
as a public adjuster. An adjuster licensed concur-
rently as both an independent and a public adjuster
shall not represent both the insurer and the insured
in the same transactioni.

Agen may SEC. .17.42 Agent May Adjust-Out-of-State
js, Adjusters: 1. On behalf of and as authorized by an

insurer for which he is licensed as agent, an agent
may from time to time act as an adjuster and in-
vestigate and report upon claims without being
required to be licensed as an adjuster.

Out-of-state 2. No license by this state shall be required of
adjstes. a nonresident independent adjuster, for the adjust-

ment in this state of a single loss, or of losses arising
out of a catastrophe common to all such losses.

Public SEC. .17.43 Public Adjuster's Bond: 1. Prior to
bond, the issuance of a license as public adjuster, the appli-

cant therefor shall file with the Commissioner and
shall thereafter maintain in force while so licensed
a surety bond in favor of the people of the State of
Washington, executed by an authorized corporate
surety approved by the Commissioner, in the amount
of twenty-five hundred dollars ($2,500). The bond
may be continuous in form, and total aggregate lia-
bility on the bond may be limited to the payment
of twenty-five hundred dollars ($2,500). The bond
shall be contingent on the accounting by the adjuster
to any insured whose claim he is handling, for
moneys or any settlement received in connection
therewith.
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2. Any such bond shall remain in force until Du~rationi.

the surety is released from liability by the Com-
missioner, or until cancelled by the surety. Without
prejudice to any liability accrued prior to cancella-
tion, the surety may cancel a bond upon thirty (30)
days' advance notice in writing filed with the Com-
missioner.

3. Such bond shall be required of any adju-ter when
acting as a public adjuster as of the effective dateq
of this code, or thereafter under any unexpired
license heretofore issued.

SEC. .17.44 Report of Losses: 1. Every adjuster Report of
flre losses if

who investigates any fire loss claim under any in- indication

surance contract covering property located in this
state, shall promptly report to the Commissioner
any facts or circumstances found and from which
he believes fraud has been committed or attempted.

2. Upon completing the adjustment of any fire Wherepay-

loss requiring claim payments aggregating one hun- or mor..

dred dollars ($100) or more, for damage to or de-
struction of property located in this state, under
any policy or policies issued by an unauthorized
insurer, an adjuster shall promptly report the de-
tails thereof to the Commissioner, upon forms pre-
scribed and furnished by him. Such report shall
state the names of the insurers and insured involved,
amount of insurance on the property carried in each
insurer, the amount of the claim and the amount
paid by each insurer on account thereof, the cir-
cumstances of the loss, and other information as
the Commissioner requests.

3. Upon the Commissioner's request each ad- Reports of

juster shall in similar manner report to the Corn- other losses.

missioner relative to losses and claims investigated
or adjusted, and arising under other insurance con-
tracts issued by unauthorized insurers.

SEC. .17.45 Place of Business: Every licensed Place of

agent, broker, and adjuster, other than an agentbuies
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licensed for life or disability insurances only, shall
have and maintain in this state, or, if a nonresident
agent or nonresident broker, in the state of his
domicile, a place of business accessible to the public.
Such place of business shall be that wherein the
agent principally conducts transactions under his
licenses. The address of his place of business shall
appear on all licenses of the licensee, and the li-
censee shall promptly notify the Commissioner of
any change thereof.

Display of SEC. .17.46 Display of License: 1. The license
licese. or licenses of each agent, other than licenses as to

life or disability insurances only, or of each broker
Agents. or adjuster shall be displayed in a conspicuous place

in that part of his place of business which is cus-
tomarily open to the public.

Solicitors. 2. The license of a solicitor shall be so displayed
in the place of business of the agent or broker by
whom he is employed.

Records to SEC. .17.47 Record of Agents, Brokers, Adjus-
be kept. ters: 1. Every agent, or broker, or adjuster shall

keep at his address as shown on his license, a record
of all transactions consummated under his license.
This record shall be in organized form and shall
include:

Agnsand (1) If an agent or broker,
brkrs. (a) a record of each insurance contract pro-

cured, issued, or countersigned, together with the
names of the insurers and insureds, the amount of
premium paid or to be paid, and a statement of
the subject of the insurance.

(b) the names of any other licensees from
whom business is accepted, and of persons to whom
commissions or allowances of any kind are promised
or paid.

Adjusters. (2) If an adjuster, a record of each investiga-
tion or adjustment undertaken or consummated, and
a statement of any fee, commission, or other com-
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pensation received or to be received by the adjuster
on account of such investigation or adjustment.

(3) Such other and additional information as
shall be customary, or as may reasonably be re-
quired by the Commissioner.

2. All such records as to any particular trans- Available for

action shall be kept available and open to the in- five years.

spection of the Commissioner at any business time
during the five (5) years immediately after the date
of the completion of such transaction.

3. This section shall not apply as to life or Exception.

disability insurances.

SEC. .17.48 Reporting and Accounting for Pre- Reporting
and ac-

miums: 1. An agent or any other representative counting to

of an insurer involved in the procuring or issuance Isrr

of an insurance contract shall report to the insurer
the exact amount of consideration charged as pre-
mium for such contract, and such amount shall like-
wise be shown in the contract and in the records of
the agent. Each willful violation of this provision Penalty.

shall constitute a misdemeanor.
2. All funds representing premiums or return Received In

trust
premiums received by an agent, solicitor or broker, capacity.

shall be so received in his fiduciary capacity, and
shall be promptly accounted for and paid to the
insured, insurer, or agent as entitled thereto.

3. Any agent, solicitor, or broker who, not being
lawfully entitled thereto, diverts or appropriates Penalty.

such funds or any portion thereof to his own use,
shall be guilty of larceny by embezzlement, and
shall be punished as provided in the criminal stat-
utes of this state.

SEC. .17.49 Sharing Commissions: 1. No agent, Sliaring

general agent, solicitor, or broker shall compen- " isos

sate or offer to compensate in any manner any per-
son other than an agent, general agent, solicitor, or Wh~en not

broker, licensed in this or any other state or province, allowed.

for procuring or in any manner helping to procure
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applications for or to place insurance in this state.
This provision shall not prohibit the payment of
compensation not contingent upon volume of busi-
ness transacted, in the form of salaries to the regular
employees of such agent, general agent, solicitor or
broker.

When li- 2. No such licensee shall be promised or al-censee does
not have lowed any compensation on account of the procuring

ofene of applications for or the placing of kinds of in-
surance which he himself is not then licensed to
procure or place.

Penalty. 3. The Commissioner shall suspend or revoke
the licenses of all licensees participating in any vio-
lation of this section.

one yer SEC. .17.50 Expiration and Renewal of Licenses:Ilce ns.e fr
life insur- 1. Agents' licen ses for life, or life and disability, or

aneagents. disability inpurances only, and all brokers', solicitors',
and adjusters' licenses shall expire as at 12: 01 A. M.
O'clock on the first day of April next following date
of issuance.

Three year 2. Agents' licenses for all other kinds of in-lies for
other insur- surance or combinations thereof shall expire as at

anc aens.12: 01 A. M. o'clock on the first day of April three
(3) years after the first day of April nearest to the
date of issuance of the license.

Riequest for 3. Subject to the right of the Commissioner to
renewal. suspend, revoke, or refuse to renew any license as

provided in this code, any such license may be
renewed into another like period by filing with
the Commissioner on or before the expiration date
a written request, by or on behalf of the licensee, for
such renewal accompanied by payment of the re-
newal fee as specified in section .14.01. An agent or
broker shall make and file renewal requests on
behalf of his solicitors.

4. If request and fee for renewal of license is
filed with the Commissioner prior to expiration of
the existing license, the licensee may continue to
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act under such license, unless sooner revoked or
suspended, until the issuance of renewal license or
until the expiration of five (5) days after the Corn- Renewal.
missioner has refused to renew the license and has
mailed notice of such refusal to the licensee. Any
request for renewal not so filed until after date of
expiration may be considered by the Commissioner
as an application for a new license.

SEC. .17.51 Temporary Licenses: 1. The COrn- Tremporary

missioner may issue an agent's or broker's temporary broker's

license in the following circumstances:
(1) To applicants for licensing as agent of a To wh~om

life insurer, and pending completion of the course su.

of instruction and examination provided for in sec-
tion .17.14.

(2) To the surviving spouse or next of kin or to
the administrator or executor of a licensed agent
or broker becoming deceased.

(3) To the spouse, next of kin, employee, or legal
guardian of a licensed agent or broker becoming dis-
abled because of sickness, insanity, or injury.

(4) To a surviving member of a firm or surviving
officer or employee of a corporation licensed as agent
or broker upon the death of an individual designated
in the firm or corporation's license to exercise pow-
ers thereunder.

2. An individual to be eligible for any such Requisite

temporary license~ must be qualified as for a per- .catlons
manent license except as to experience, training,
or the taking of any examination.

3. Any fee paid to the Commissioner for issu- Fee credited

ance of a temporary license as specified in section permanent
.14.01 shall be credited toward the fee required for liense

a permanent license which is issued to replace the
temporary license prior to the expiration of such
temporary license.

SEC. .17.52 Temporary Licenses - Duration, Tepry

Powers: 1. No such temporary license shall be ef- license-~
-12
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fective for more than ninety (90) days in any twelve-
month period, and the Commissioner may refuse so
to license again any person who has previously been
so licensed.

No additional 2. An individual requesting temporary agent's
licenses, license on account of death or disability of an agent,

shall not be so licensed for any insurer as to which
such agent was not licensed at the time of death
or commencement of disability.

Controlled 3. No person writing or renewing any "con-
business. trolled business," as defined in this article, under

any temporary license, shall be entitled to receive
any commission or other compensation on account
thereof unless and until prior to the expiration of
the temporary license such person fully qualifies for
and receives a permanent license in replacement of
the temporary license. Otherwise, the licensee under
such temporary license may exercise the same pow-
ers as under a like permanent license.

Grounds for SEC. .17.53 Denial, Suspension, Revocation of
su nsion Licenses: 1. The Commissioner may suspend, re-

cation. voke, or refuse to renew any license issued under
this article or any surplus line broker's license fol"
any cause specified in any other provision of this
code, or for any of the following causes:

Any grounlds (1) For any cause for which issuance of the
for reusl license could have been refused had it then existed

and been known to the Commissioner.
Violations (2) If the licensee willfully violates or know-

of law. ingly participates in the violation of any provision
of this code.

miiep-escn- (3) If the licensee has obtained or attempted
tatiori ;ffacts or to obtain any such license through willful misrepre-
failure to
pas sentation or fraud, or has failed to pass any ex-

amination required under this article.
Misapro- (4) If the licensee has misappropriated or con-

funds.o verted to his own use or has illegally withheld
moneys required to be held in a fiduciary capacity.
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(5) If the licensee has, with intent to deceive, M~e

materially misrepresented the terms or effect of cotat

any insurance contract; or has engaged or is about
to engage in any fraudulent transaction.

(6) If the licensee has been guilty of "twist- "'wst""

ing," as defined in section .30.18, or of rebating, as
defined in article thirty.

(7) If the licensee has been convicted, by final Felony.

judgment, of a felony.
(8) If in the conduct of his affairs under the Incompetent.

license, the licensee has shown himself to be, and
is 2o deemed by the Commissioner, incompetent, or
untrustworthy, or a source of injury and loss to
th(! public.

(9) If the licensee has dealt with, or attempted Exceeding

to deal with, insurances or to exercise powers rela- authority'.

tive to insurance outside the scope of his licenses.
2, The license of any firm or corporation may Fim n

be so suspended, revoked, or refused for any of
such causes as relate to any individual designated
in the license to exercise its powers.

3. The holder of any license which hat been surrender.
revoked or suspended shall surrender the license
certificate to the Commissioner at the Commission-
er's request.

SEC. .17.54 Proced?,re for Refusal, Suspension, or ;Levocation

Revocation: 1. The Commissioner shall revoke or vi'ction of
felony with-

refuse to renew any such license immediately and out hearing,

without hearing, upon conviction of the licensee of
a felony by final judgment of any court of c-)m-
petent jurisdiction.

2. The Commissioner may suspend, revoke, or
refuse to renew any such license:

(1) By order given to the licensee not less than Order with
daysprio tothe ffecivedatetherofright o

fl-fteen (15) dyprototeefciedethefheari ng.

subject to the right of the licensee to have a hearing
as provided in section .04.01 and pending such hear-
ing the license shall be suspended; or
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Order with (2 banodroherg aspvid
right of (2 y aoreonLirngmadeaspoie
appeal. in section .04.09 effective as of ten (10) days after

date of the giving of the order, subject to the right
of the licensee to appeal to the Superior Court for
Thurston County as provided in article four.

Duration of SEC. .17.55 Duration of Suspension: Every order
suspension, suspending any such license shall specify the period

during which suspension will be effective, and which
period shall in no event exceed twelve (12) months.

Power SEC. .17.56 Power to Fine: After hearing and in
to line, addition to or in lieu of the suspension, revocation, or

refusal to renew any such license, the Commissioner
may levy a fine upon the licensee in amount not less
than twenty-five dollars ($25) and not more than
two hundred and fifty dollars ($250). The order
levying such fine shall specify the period within
which the fine shall be fully paid, and which period
shall be not less than fifteen (15) nor more than
thirty (30) days from the date of the order. Upon
failure to pay any such fine when due, the Commis-
sioner shall revoke the licenses of the licensee if not
already revoked, and the fine shall be recovered in
a civil action brought in behalf of the Commissioner
by the Attorney General. Any fine so collected shall
be paid by the Commissioner to the State Treasurer
for the account of the General Fund.

Reinstate- SEC. .17.57 Reinstatement or Re-licensing: The
inent or Commissioner shall not reinstate the license of or re-re-licensing.

license any licensee or former licensee as to whom a
license has been suspended, revoked, or renewal re-
fused, until any cause for the suspension, revocation,
or refusal of such license is no longer existing, or
until any fine theretofore levied upon the licensee
pursuant to sections .17.56 and .17.58 has been fully
paid.

SEC. .17.58 Fine in Lieu: 1. Upon the hearing of
an appeal from an order suspending, revoking, or
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refusing to renew any license issued under this arti- Cor a

cle, the court, if it finds that the licensee is guilty of sionrevoa-
tion, orviolation of the law and if it deems the suspension, denial of

revocation, or refusal too severe a penalty under the license.

facts as found, may impose a fine of not more than
five hundred dollars ($500) in lieu thereof, and pay-
ment of such fine within ten (10) days thereafter
shall reinstate, restore or renew, the license.

2. If it appears that a license of the licensee has Exception.

theretofore been suspended, revoked, or refused for
a similar offense, the court shall not have jurisdic-
tion to impose a fine in lieu of the action required by
the order appealed from.

ARTICLE EIGHTEEN

THE INSURANCE CONTRACT

SEC. .18.01 Scope of Article: The applicable pro- s co0Pe of1

visions of this article shall apply to insurances other
than ocean marine and foreign trade insurances. This
article shall not apply to life or disability insurance
policies not issued for delivery in this state nor de-
livered in this state.

SEC. .18.02 Power to Contract: 1. Any person of Legal
capacity

competent legal capacity may contract for insurance, to contract.

2. A minor .lot less than fifteen (15) years of age Minor~s.

as at nearest birthday may, notwithstanding such
minority, contract for life or disability insurance on
his own life or body, for his own benefit or for the
benefit of his father, mother, spouse, child, brother,
sister, or grandparent, and may exercise all rights
and powers with respect to or under the contract as
though of full legal age, and may surrender his in-
terest therein and give a valid discharge for any
benefit accruing or money payable thereunder. The
minor shall not, by reason of his minority, be en-
titled to rescind, avoid, or repudiate the contract, or
any exercise of a right or privilege thereunder, ex-
cept, that such minor, not otherwise emancipated,
shall not be bound by any unperformed agreement to
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pay, by promissory note or otherwise, any premium
on any such insurance contract.

Insurable SEc. .18.03 Insurable Interest Required-Per-
interest
required. .sonal Insurances: 1. Any individual of competent

legal capacity may procure or effect an insurance
contract upon his own life or body for the benefit of
any person. But no person shall procure or cause to

Personal be procured any insurance contract upon the life or
insranes.body of another individual unless the benefits under

such contract are payable to the individual insured
or his personal representatives, or to a person having,
at the time when such contract was made, an insur-
able interest in the individual insured.

Personal 2. If the beneficiary, assignee or other payee un-
reiesena der any contract made in violation of this section

recoer. receives from the insurer any benefits thereunder
accruing upon the death, disablement or injury of
the individual insured, the individual insured or
his executor or administrator as the case may be,
may maintain an action to recover such benefits from
the person so receiving them.

"Insurable 3. "Insurable interest" as used in this section and
interest." in section .18.06 includes only interests as follows:

(1) In the case of individuals related closely by
Relatives. blood or by law, a substantial interest engendered by

love and affection; and
Economic (2) in the case of other persons, a lawful and
interest, substantial economic interest in having the life,

health or bodily safety of the individual insured
continue, as distinguished from an interest which
would arise only by, or would be enhanced in value
by, the death, disablement or injury of the individual
insured.

Purchaser (3) An individual heretofore or hereafter party
of share of acotctr
business. to acnrtoroption for the purchase or sale of an

interest in a business partnership or firm, or of shares
of stock of a close corporation or of an interest in
such shares, has an insurable interest in the life of
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each individual party to such contract and for the
puirposes of such contract only, in addition to any
insurable interest which may otherwise exist as to
the life of such individual.

SEC. .18.04 Insurable Interest Required-Prop- Insurable
Interest

erty Insurances: 1. No contract of insurance on required.

property or of any interest therein or arising there-
from shall be enforceable except for the benefit of Property

persons having an insurable interest in the things insurances.

insured.
2. "Insurable interest" as used in this section "Insurable

means any lawful and substantial economic interest Itrs.

in the safety or preservation of the subject of the
insurance free from loss, destruction, or pecuniary
damage.

SEC. .18.05 Interest of the Insured: When the interest of

name of a person intended to be insured is specified hisrd

in the policy, such insurance can be applied only
to his own proper interest. This section shall not
apply to life and disability insurances.

SEC. .18.06 Application for Insurance Required: A ~~iato
No life or disability insurance contract upon an alice

individual, except a contract of group life insurance rqurd

or of group or blanket disability insurance as de-
fined in this code, shall be made or effectuated unless
at the time of the making of the contract the in-
dividual insured, being of competent legal capacity
to contract, in writing applies therefor or consents
thereto, except in the following cases:

(1) A spouse may effectuate such insurance Exceptions.

upon the other spouse.
(2) Any person having an insurable interest

in the life of a minor, or any person upon whom a
minor is dependent for support and maintenance,
may effectuate insurance upon the life of the minor.

SEC. .18.07 Alteration of Application: 1. Any Alteration

application for insurance in writing by the applicant application.
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shall be altered solely by the applicant or by his
written consent, except that insertions may be made
by the insurer for administrative purposes only in
such manner as to indicate clearly that such inser-
tions are not to be ascribed to the applicant. Viola-
tion of this provision shall be a misdemeanor.

Alteration 2. Any insurer issuing an insurance, contract
by nsued.upon such an application unlawfully altered by its

officer, employee, or agent shall nut have available
in any action arising out of such contract, any de-
fense which is based upon the fact of such altera-
tion, or as to any item in the application which was
so altered.

When SEC. .18.08 Application as Evidence: 1. No ap-
applications
admissible niainfrteisac f isrneo
as evidence. piainfrtesuncofany isrnepolicy o

contract shall be admissible in evidence in any
action relative to such policy or contract, unless a
true copy of the application was attached to or
otherwise made a part of the policy when issued
and. delivered. This provision shall not apply to
policies or contracts of industrial life insurance.

Demand for 2. If any policy of life or disability insurance
appition. delivered in this state is reinstated or renewed, and

the insured or the beneficiary or assignee of the
policy makes written request to the insurer for a
copy of the application, if any, for such reinstate-
ment or renewal, the insurer shall, within fifteen
(15) days after receipt of such request at its home
office or at any of its branch offices, deliver or mail
to the person making such request, a copy of such

Effect of application. If such copy is not so delivered or
refusal, maled, the insurer shall be precluded from intro-

ducing the application as evidence in any action or
proceeding based upon or involving the policy or
its reinstatement or renewal.

Warranties SEC. .18.09 Warranties and Misrepresentations
resnttinsin Negotiation, Applications: 1. Except as provided

not material, in paragraph two of this section, no oral or written
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misrepresentation or warranty made in the nego-
tiation of an insurance contract, by the insured or
in his behalf, shall be deemed material or defeat or
avoid the contract or prevent it attaching, unless Ecpii

the misrepresentation or warranty is made with theExeti.
intent to deceive.

2. In any application for life or disability in- Statements

surance made in writing by the insured, all state- detidrp

ments therein made by the insured shall, in the
absence of fraud, be deemed representations and
not warranties. The falsity of any such statement
shall not bar the right to recovery under the con-
tract unless such false statement was made with
actual intent to deceive or unless it materially af-
fected either the acceptance of the risk or the 1hazard
assumed by the insurer.

SEC. .18.10 Approval of Forms: 1. No insurance rol

policy form other than surety bond forms, or appli- Oflornms
cation form where written application is required~
and is to be attached to the policy, or printed life~
or disability rider or endorsement form shall be by Conun i5.

issued, delivered, or used unless it has been filed with stoner.

and approved by the Commissioner. This section
shall not apply to policies, riders or endorsements
of unique character designed for and used with re-
lation to insurance upon a particular subject.

2. Every such filing shall be made not less than Filing.

fifteen (15) days in advance of any such issuance,
delivery, or use. At the expiration of such fifteen
(15) days the form so filed shall be deemed ap-
proved unless prior thereto it has been affirmatively
approved or disapproved by order of the Commis-
sioner. The Commissioner may extend by not more
than an additional fifteen (15) days the period within Extension

which he may so affirmatively approve or disapprove Iof ine.

any such form, by giving notice of such extension
before expiration of the initial fifteen-day period.
At the expiration of any such period as so extended,
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and in the absence of such prior affirmative approval
or disapproval, any such form shall be deemed ap-

Withdrawal proved. The Commissioner may withdraw any such
of approval, approval at any time for cause. By approval of

any such form for immediate use, the Commissioner
may waive any unexpired portion of such initial
fifteen-day waiting period.

Grounds 3. The Commissioner's order disapproving any
stated, such form or withdrawing a previous approval shall

state the grounds therefor.
4. No such form shall knowingly be so issued

or del-Ivered as to which the Commissioner's ap-
proval does not then exist.

Exemption. 5. The Commissioner may, by order, exempt
from the requirements of this section for so long as
he deems proper, any insurance document or form or
type thereof as specified in such order, to which in his
opinion this section may not practicably be applied,
or the filing and approval of which are, in his opin-
ion, not desirable or necessary for the protection of
the public.

Disapproval. SEc. .18.11 Gr ounds for Disapproval: 1. The
Commissioner shall disapprove any such form of
policy, application, rider, or endorsement, or with-
draw any previous approval thereof, only

Grounds (1) if it is in any respect in violation of or does
for
disapproval, not comply with this code; or

(2) if it does not comply with any controlling fil-
ing theretofore made and approved; or

(3) if it contains or incorporates by reference
any inconsistent, ambiguous or misleading clauses,
or exceptions and conditions which unreasonably or
deceptively affect the risk purported to be assumed
in the general coverage of the contract; or

(4) if it has any title, heading, or other indica-
tion of its provisions which is misleading; or

(5) if purchase of insurance thereunder is being
solicited by deceptive advertising.
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2. In addition to the grounds for disapproval of be~nei

any such form as provided in paragraph one of this
section, the Commissioner may disapprove any form
of disability insurance policy if the benefits provided
therein are unreasonable in relation to the premium
charged.

SEC. .18.12 Standard Forms: 1. The Commis- Standard

sioner shall, after hearing, from time to time promul- frs

gate such rules and regulations as may be necessary
to effect reasonable uniformity in all basic contracts
of fire insurance which are commonly known as the Fire

standard form fire policies and may be so referred to Isrne

in this code, and in the usual supplemental coverages,
riders, or endorsements thereon or thereto, to the end
that there be a reasonable concurrency of contract
where two (2) or more insurers insure the same
subject and risk. All such forms heretofore approved
by the Commissioner and for use as of immediately
prior to the effective date of this code, may continue
to be so used until the further order of the Commis-
sioner made pursuant to this paragraph or pursuant
to any other provision of this code.

2. The Commissioner may from time to time, Disability

after hearing, promulgate such rules arnd regulations insurance.

as he deems necessary to establish reasonable mini-
mum standard conditions and terminology for basic
benefits to be provided by disability insurance con-
tracts which are subject to articles twenty and
twenty-one, for the purpose of expediting his ap-
proval of such contracts pursuant to this code. No
such promulgation shall be inconsistent with stand-
ard provisions as required pursuant to section .18.13,
nor contain requirements inconsistent with require-
ments relative to the same benefit provision as
formulated or approved by the National Association
of Insurance Commissioners.

SEC. .18.13 Standard Provisions: 1. Insurance Stnndard

contracts shall contain such standard provisions as fvso.
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are required by the applicable articles of this code
pertaining to contracts of particular kinds of in-
surance. The Commissioner may waive the required

Grounds use of a particular standard provision in a particular
forwaier.insurance contract form if

(1) he finds such provision unnecessary for the
protection of the insured, and inconsistent with the
purposes of the contract, and

(2) the contract is otherwise approved by him.
Commlis- 2. No insurance contract shall contain any pro-
sioner may
authorize vision inconsistent with or contradictory to any such

vorbleto standard provision used or required to be used, but
insured. the Commissioner may, except as to the standard

provisions of individual disability insurance con-
tracts as required under article twenty, approve any
provision which is in his opinion more favorable
to the insured than the standard provision or op-
tional standard provision otherwise required. No
endorsement, rider, or other documents attached
to such contract shall vary, extend, or in any respect
conflict with any such standard provision, or with
any modification thereof so approved by the Com-
missioner as being more favorable to the insured.

Similar 3. In lieu of the standard provisions required
provisions, by this code for contracts for particular kinds of

insurance, substantially similar standard provisions
required by the law of a foreign or alien insurer's
domicile may be used when approved by the Com-
missioner.

Policy SEC. .18.14 Content of Policies in General: 1.
contents. The written instrument, in which a contract of

insurance is set forth, is the policy.
2. A policy shall specify:

Names. (1) The names of the parties to the contract.
The insurer's name and type of organization shall
be clearly shown in the policy.

Subject. (2) The subject of the insurance.
Risks. (3) The risks insured against.

[ 364

CH. 79.]



SESSION LAWS, 1947. [H 9

(4) The time at which the insurance there- Duration.

under takes effect and the period during which the
insurance is to continue.

(5) A statement of the premium, other than as Premium.

to surety bonds, and if other than life, disability, or
title insurance, the premium rate.

(6) The conditions pertaining to the insurance, Conditions.

3. If under 'the contract the exact amount of
premiums is determinable only at termination of Informnation

the contract, a statement of the basis and rates upon mium not
determin-

which the final premium is to be determined and able.

paid shall be furnished any policy examining bureau
-having jurisdiction or to the insured upon request.

4. This section shall not apply to surety insur- Notcbl
toplsure

ance contracts. Insurance.

SEC. .18.15 Additional Contents: A policy may Additional
containprovisions

cnanadditional provisions, which are not incon- permitted.

sistent with this code, and which are
(1) required to be so inserted by the laws of the

insurer's state of domicile; or
(2) necessary, on account of the manner in

which the insurer is constituted or operated, to state
the rights and obligations of the parties to the con-
tract.

SEC. .18.16 Charter, By-law Provisions: No Charter,

policy shall contain any provision purporting toprovIsions.
make any portion of the charter, by-laws, or other
constituent document of the insurer a part of the
contract unless such portion is set forth in full in the
policy. Any policy provision in violation of this
section shall be invalid.

SEC. .18.17 "Premium" Defined: "Premium" as "Premium."

used in this code means all sums charged, received,
or deposited as consideration for an insurance con-
tract or the continuance thereof. Any assessment,
or any "membership," "policy," "survey," "inspec-
tion," "service" or similar fee or charge made by
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the insurer in consideration for an insurance con-
tract is deemed part of the premium.

praeiu SEc. .18.18 Stated Premium Must Include All
must include Charges: 1. The premium stated in the policy shall

alcharges.
be inclusive of all fees, charges, premiums, or other
consideration charged for the insurance or for the
procurement thereof.

No other 2. No insurer or its officer, employee, agent,
phergited. solicitor, or other representative shall charge or

receive any fee, compensation, or consideration for
insurance which is not included in the premium
specified in the policy.

Penalty. 3. Each violation of this section is a gross mis-
demeanor.

Modification SEC. .18.19 Must Contain Entire Contract: No
must be

patof the agreement in conflict with, modifying, or extending
."rtrat. any contract of insurance shall be valid unless in

writing and made a part of the policy.

Unlawful SEC. .18.20 Limiting Actions, Jurisdiction: 1. No
proisins.insurance contract delivered or issued for delivery

in this state and covering subjects located, resident,
or to be performed in this state, shall contain any
condition, stipulation, or agreement

Construction. (1) requiring it to be construed according to
the laws of any other state or country except as
necessary to meet the requirements of the motor
vehicle financial responsibility laws of such other
state or country; or

Jurisdiction. (2) depriving the courts of this state of the
jurisdiction of action against the insurer; or

Limitation (3) limiting right of action against the insurer
of ctin. to a period of less than one (1) year from the time

when the cause of action accrues in connection with
all insurances other than property and marine and
transportation insurances. In contracts of property
insurance, or of marine and transportation insur-
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ance, such limitation shall not be to a period of less
than one (1) year from the date of the loss.

2. Any such condition, stipulation, or agreement Suich
in violation of this section shall be void, but such ae voi

voiding shall not affect the validity of the other pro-
visions of the contract.

SEC. .18.21 Execution of Policies: 1. Every insur- Exction

ance contract shall be executed in the name of and of policies,

on behalf of the insurer by its officer, employee, or
representative duly authorized by the insurer.

2. A facsimile signature of any such executing Facsimfle

officer, employee, or representative may be used in sgaue

lieu of an original signature.
3. No insurance contract heretofore or hereafter When

unauthorized
issued and which is otherwise valid shall be ren- facsimile

dered invalid by reason of the apparent execution immaterial.
thereof on behalf of the insurer by the imprinted
facsimile signature of any individual not authorized
so to execute as of the date of the policy, if the policy
is countersigned with the original signature of an
individual then so authorized to countersign.

SEC. .18.23 Duration of Binders: 1. A "binder" is "Bindier."~

used to bind insurance temporarily pending the issu-
ance of the policy. No binder shall be valid beyond
the issuance of the policy as to which it was given, Duration.

or beyond ninety (90) days from its effective date,
whichever period is the shorter.

2. If the policy has not been issued a binder may Extension.

be extended or renewed beyond such ninety (90)
days upon the Commissioner's written approval, or
in accordance with such rules and regulations rela-
tive thereto as the Commissioner may promulgate.

SEC. .18.24 Liability of Agents on Binder: The Liability of
ofagents onCommissioner may suspend or revoke the license ofbinder.

any agent issuing or purporting to issue any binder
as to any insurer named therein as to which he is
not then authorized so to bind.
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UnderSEC. .18.25 Underwriters' and Combination Poli-
policy. cies: 1. Two (2) or more authorized insurers may

jointly issue, and shall be jointly and severally liable
on, an underwriters' policy hearing their names.
Any one insurer may is.7iie policies in the n~ame of an
underwriter's department and such policies shall
plainly show the true name of the insurer.

Combination 2. Two (2) or more authorized insurers may,
policy, with the Commissioner's ayrroval, issue a combina-

tion policy which shall contain provisions subs un-
tially as follows:

Required (1) That the insurers executing the policy shall
provisions. be severally liable for the full amount of any loss or

damage, according to the terms of the policy, or for
specified percentages or amounts thereof, aggregat-
ing the full amount of insurance under the policy.

(2) That service of process, or of any notice or
proof of loss required by such policy, upon any of the
insurers executing the policy, shall constitute ser-
vice upon all such insurers.

Not ap- to3. This section shall not apply to co-surety oh-
co-sureties. ligations.

Delivery SEC. .18.26 Delivery of Policy: .1. Subject to the
of policy, insurer's requirements as to payment of premium,

every policy shall be delivered to the insured or to
the person entitled thereto within a reasonable pe-
riod of time af ter its issuance.

Delivery of 2. In event the original policy is delivered or is
duplicate. so requ.ired to be delivered to or for deposit with

any -vender, mortgagee, or pledgee of any motor ve-
hicle or aircraft, and in which policy any interest of
the vendee, mortgagor, or pledgor in or with refer-
ence to such vehicle or aircraft is insured, a duplicate
of such policy, or memorandum thereof setting forth
the type of coverage, limits of liability, premiums for
the respective coverages, and duration of the policy,
shall be delivered by the vendor, mortgagee, or
pledgee to each such vendee, mortgagor, or pledgor
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named in the policy or coming within the group of
persons designated in the policy to be so included.
If the policy does not provide covera.re of legal lia-
bility for injury to persons or damage to the prop-
erty of third parties, a conspicuous statement of such
fact shall be printed, written, or stamped on the
face of such duplicate policy or memorandum.

SEC. .18.28 Renewal of Policy: Any insurance Rcenewal

policy terminating by its terms at a specified expira- o' poiic'.

tion date and not otherwise renewable, may be re-
newed or extended at the option of the insurer and
upon a currently authorized policy form and at the
premium rate then required therefor for a specific
additional period or periods by a certificate or by
endorsement of the policy, and without requiring
the issuance of a new policy.

SEC. .18.29 Cancellation by Insurer: 1. Cancella- Cancellationi

tion by the insurer of any policy which by its terms by Insurer.

is cancellable at, the option of the insurer, or of any
binder based on such policy, may be effected as to
any interest only upon compliance with either or
both of the following:

(1) Written notice of such cancellation must be Notice to

actually delivered or mailed to the insured or to his isrd

representative in charge of the subject of the insur-
ance not less than five (5) days prior to the effective
date of the cancellation.

(2) Like notice must also be so delivered or Notice to
other parties

mailed to each mortgagee, pledgee, or other person I Intercst.

shown by the policy to have an interest in any loss
which may occur thereuinder.

2. The mailing of any such notice shall be ef- Mailing

fected by depositing it in a sealed envelope, directed notice.

to the addressee at his last address as known to the
insurer or as shown by the insurer's records, with
proper prepaid postage affixed, in a letter depository
of the United States Post Office. The insurer shall
retain in its records any such item so mailed, to.
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gether with its envelope, which was returned by the
Post Office upon failure to find, or deliver the mail-
ing to, the addressee.

Amfdavit 3. The affidavit of the individual making or super-
d; mailing. vising such a mailing shall constitute prima facie

evidence of such facts of the mailing as are therein
affirmed.

Repayment 4. The portion of any premium paid to the insurer
premium. on account of the policy, unearned because of the

cancellation and in amount as computed on the pro
rata basis, must be actually paid to the insured or
other person entitled thereto as shown by the policy
or by any endorsement thereon, or be mailed to the
insured or such person as soon as practicable follow-
ing such cancellation. Any such payment may be
made by cash, or by cheque, bank draft, or money
order.

Life or 5. This section shall not apply to contracts of life
disability
insurance, or disability insurance without provision for can-

cellation prior to the date to which premiums have
been paid.

Cancllaion SEC. .18.30 Cancellation by the Insured-ZSurren-
Cancellto
by thed der: 1. Cancellation by the insured of any policy

which by its terms is cancellable at the insured's
option or of any binder based on such policy may be
effected by written notice thereof to the insurer and

Surrender surrender of the policy or binder, for cancellation
of policy, prior to or on the effective date of such cancellation.

In event the policy or binder has been lost or de-
stroyed and cannot be so surrendered, the insurer
may in lieu of such surrender accept and in good
faith rely upon the insured's written statement set-
ting forth the fact of such loss or destruction.

Repament 2. As soon as practicable following such cancel-
of unearned lation the insurer shall pay to the insured or to the

premum, person entitled thereto as shown by the insurer's
records, any unearned portion of any premium paid
on the policy as computed on the customary short
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rate or as otherwise specified in the policy. If no
premium has been paid on the policy, the insured
shall be liable to the insurer for premium for the pe-
riod during which the policy was in force.

3. The surrender of a policy to the insurer for Presumption

any cause by any person named therein as having surndr

an interest insured thereunder shall create a pre-
sumpti on that such surrender is concurred in by all
persons so named.

4. This section shall not apply to life insurance Life

policies or to annuity contracts. annuities.

SEC. .18.31 Cancellation by the Commissioner: Cancellation
The Commissioner may order the immediate can- msinr

cellation of any policy the procuring or effectuation
of which was accomplished through or accompanied
by a violation of this code, except in cases where the
policy by its terms is not cancellable by the insurer
and the insured did not k~nowingly participate in any
such violation.

SEC. .18.32 Annulment of Liability Policies: NO Annulment
of liabilityinsurance contract insuring against ]oss or damage policies.

through legal liability for the bodily injury or death
by accident of any individual, or for damage to the
property of any person, shall be retroactively an-
nulled by any agreement between the insurer and
insured after the occurrence of any such injury,
death, or damage for which the insured may be liable,
and any such annulment attempted shall be void.

SEC. .18.34 Dividends Payable to the Real Party: Dividends

1. Every insurer issuing participating policies, shall fh to a

pay dividends, unused premium refunds or savings pry

distributed on account of any such policy, only to
the real party in interest entitled thereto as shown
by the insurer's records, or to any person to whom
the right thereto has been assigned in writing of
record with the insurer, or given in the policy by
such real party in interest.
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Whol dermed 2; Any person who is shown by the insurer's rec-
ords to have paid for his own account, or to have
been ultimately charged for, the premium for insur-
ance provided by a policy in which another person
is the nominal insured, shall be deemed such real
party in interest proportionate to premium so paid
or so charged. This paragraph shall not apply as to
any such dividend, refund, or distribution 'which
would amount to less than one dollar ($1).

Group 3. This section shall not apply to contracts of
policies.

group life insurance, group annuities, or group dis-
ability insurance.

Intervening SEC. .18.35 lnterv~ning Breach: If any breach of
brech. a warranty or condition in any insurance contract

occurs prior to a loss under the contract, such breach
shall not avoid the contract nor avail the insurer to
avoid liability, unless the breach exists at the time
of the loss,

Assignment SEC. .18.36 Assignment of Policies: Subject to
of policies, the terms of the policy relating to its assignment, life

insurance policies, other than industrial or group
life insurance policies, and disability policies pro-
viding benefits for accidental death, whether such
policies were heretofore or are hereafter issued, and
under the terms of which the beneficiary may be
changed upon the sole request of the insured, may be
assigned either by pledge or transfer of title, by an
assignment executed by the insured alone and de-
livered to the insurer, whether or not the pledgee
or assignee is the insurer. Industrial life insurance
policies may be made assignable only to a bank or
trust company. Any such assignment shall entitle
the insurer to deal with the assignee as the owner or
pledgee of the policy in accordance with the terms of
the assignment, until the insurer has received at its
home office written notice of termination of the as-
signment or pledge, or written notice by or on behalf
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of some other person claiming some interest in the
policy in conflict with the assignment.

SEC. .18.37 Payment Discharges Insurer: When- P~ 'a~e

ever the proceeds of, or payments under a life or dis- Isrr

ability insurance policy, heretofore or hereafter is-
sued, become payable and the insurer makes pay-
ment thereof in accordance with the terms of the
policy, or in accordance with any written assignment
thereof pursuant to section .18.36, the person then
designated in the policy or by such assignment as
being entitled thereto, shall be entitled to receive
such proceeds or payments and to give full acquit-
tance therefor, and such payment shall fully dis-
charge the insurer from all claims under the policy
unless, before payment is made, the insurer has re-
ceived at its home *Office, written notice by or on
behalf of some other person that such other person
claims to be entitled to such payment or some inter-
est in the policy.

SEC. .18.38 Minor May Give Acquittance: Any Minor may
gieacminor domiciled in this state who has attained the qutance.

age of eighteen (18) years, shall be deemed com-
petent to receive and to give full acquittance and
discharge for, periodical payments in aggregate
amount not exceeding two thousand dollars ($2,000)
in any one year, made by a life insurer as benefits
payable upon the death of the insured, and in com-
pliance -with the provisions of a life insurance policy
or settlement agreement, if such policy or agreement
specifically provides for payments direct to such
minor. No such minor shall be deemed competent
to alienate the right to, or to anticipate, such pay-
ments.

SEC. .18.39 Payment of Proceeds-Simultaneous Payment
Deaths: Where the individual insured and the bene- of proceeds-

ficiary designated in a life insurance policy or policy deaths.

insuring against accidental death have died and there
is not sufficient evidence that they have died other-
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wise than simultaneously, the proceeds of the policy
shall be distributed as if the insured had survived
the beneficiary, unless otherwise expressly provided
in the policy.

SEC. .18.40 Exemption of Proceeds-Disability:
The proceeds or avails of all contracts of disability
insurance and of provisions providing benefits on ac-
count of the insured's disability which are supple-
mental to life insurance or annuity contracts hereto-
fore or hereafter effectod shall be exempt from all
liability for any debt of the insured, and 'from any
debt of the beneficiary existing at the time the pro-
ceeds are made available for his use.

Exemption SEC. .18.41 Exemption of Proceeds-Life: 1. The
of roceeds

]Wfe. lawful beneficiary, assignee, or payee of a life in-
surance policy, other than an annuity, heretofore or
hereafter effected by any person on his own life, or
on the life of another, in favor of a person other than
himself, shall be entitled to the proceeds and avails
of the policy against the creditors and representa-
tives of the insured and of the person effecting the
insurance, and such proceeds and avails shall also
be exempt from all liability for any debt of such ben-
eficiary, existing at the time the proceeds or avails
are made available for his own use.

2. The provisions of paragraph one of this sec-
tion shall apply

(1) whether or not the right to change the bene-
ficiary is reserved or permitted in the policy; or

(2) whether or not the policy is made payable
to the person whose life is insured or to his estate
if the beneficiary, assignee or payee shall predecease
such person; except, that this paragraph shall not be
construed so as to defeat any policy provision which
provides for disposition of proceeds in the event the
beneficiary shall predecease the insured.
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3. The exemptions provided by paragraph one of Wh~eC ex-

this section, subject to the statute of limitations, shall not apply.

not apply
(1) to any claim to or interest in such proceeds To claim

or avails by or on behalf of the insured, or the per- by Insured.

son so effecting the insurance, or their administra-
tors or executors, in whatever capacity such claim
is made or such interest is asserted; or

(2) to any claim to or interest in such proceeds Fraudulent

or avails by or on behalf of any person to whom transfer.

rights thereto have been transferred with intent to
defraud creditors; but an insurer shall be liable to
all such creditors only as to amounts aggregating not
to exceed the amount of such proceeds or avails re-
maining in the insurer's possession at the time the
insurer receives at its home office written notice by
or on behalf of such creditors, of claims to recover
for such transfer, with specification of the amounts
claimed; or

(3) to so much of such proceeds or avails as Premims
equals the amount of any premiums or portion In t to

defraud
thereof paid for the insurance with intent to defraud creditors.

creditors, with interest thereon, and if prior to the
payment of such proceeds or avails the insurer has
received at its home office written notice by or on
behalf of the creditor, of a claim to recover for pre-
miums paid with intent to defraud creditors, with
specification of the amount claimed.

4. For the purposes of paragraph one of this sec- When policy
payable to a

tion a policy shall also be deemed to be payable to a ~r ohe
person other than the insured if and to the extent
that a facility-of-payment clause or similar clause
in the policy permits the insurer to discharge its ob-
ligation after the death of the individual insured by
paying the death benefits to a person as permitted
by such clause.

5. No person shall be compelled to exercise any No
rights, powers, options or privileges under any such compson.

policy.
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of roceds SEC. .18.42 Exemption of Proceeds-Group Life:
-group life. 1. A policy of group life insurance or the proceeds

thereof payable to the individual insured or to the
beneficiary thereunder, shall not be liable, either be-
fore or after payment, to be applied to any legal or
equitable process to pay any liability of any person
having a right under the policy. The proceeds
thereof, when not made payable to a named bene-
ficiary or to a third person pursuant to a facility-of-
payment clause, shall not constitute a part of the
estate of the individual insured for the payment of
his debts.

When this 2. This section shall not apply to group life in-
appl abe.surance policies issued under section .24.04 (debtor

groups) to the extent that such proceeds are applied
to payment of the obligation for the purpose of
which the insurance was so issued.

Exemptioli SEC. .18.43 Exemption of Proceeds, Commutation
of proceeds-
annuities.. -Annuities: 1. The benefits, rights, privileges and

options which under any annuity contract heretofore
or hereafter issued are due or prospectively due the
annuitant who paid the consideration for the an-
nuity contract, shall not be subject to execution nor
shall the annuitant be compelled to exercise any
such rights, powers or options, nor shall creditors
be allowed to interfere with or terminate the con-
tract, except:

E),.eptols. (1) As to amounts paid for or as premium on any
such annuity with intent to defraud creditors, with
interest thereon, and of which the creditor has given

Amounts the insurer written notice at its home office prior to
pEad in the making of the payments of the annuitant out of
creditors. which the creditor seeks to recover. Any such notice

shall specify the amount claimed or such facts as
will enable the insurer to ascertain such amount, and
shall set forth such facts as will enable the insurer
to ascertain the insurance or annuity contract, the
person insured or annuitant and the payments sought
to be avoided on the ground of fraud.
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(2) The total exemption of benefits presently Amounts in
due and payable to any annuitant periodically or at 'pernontIi

stated times under all annuity contracts under which
he is an annuitant, shall not at any time exceed two
hundred and fifty dollars ($250) per month for the
length of time represented by such installments, and
that such periodic payment in excess of two hundred
and fifty dollars ($250) per month shall be subject
to garnishee execution to the same extent as are
wages and salaries.

(3) If the total benefits presently due and pay- Power

able to any annuitant under all annuity contracts o ors
under which he is an annuitant, shall at any time
exceed payment at the rate of two hundred and fifty
dollars ($250) per month, then the court may order
such annuitant to pay to a judgment creditor or apply
on the judgment, in installments, such portion of
such excess benefits as to the court may appear just
and proper, after due regard for the reasonable re-
quirements of the judgment debtor and his family,
if dependent upon him, as well as any payments re-
quired to be made by the annuitant to other creditors
under prior court orders.

2. The benefits, rights, privileges or options ac- Rights not
cruing under such contract to a beneficiary or as- prsube

signee shall not be transferable nor subject to com- to commil-

mutation, and if the benefits are payable periodically
or at stated times, the same exemptions and exri~p
tions contained herein for the annuitant, shall apply
w~.th respect to such beneficiary or assignee.

3. An annuity contract within the meaning of "Annuity

this section shall be any obligation to pay certain contract.

sums at stated times, during life or lives, or for a
specified term or terms, issued for a valuable con-
sideration, regardless of whether or not such sums
are payable to one (1) or more persons, jointly or
otherwise, but does not include payments under life
insurance contracts at stated times during life or
lives, or for a specified term or terms.
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Spouses' SEC. .18.44 Spouses' Rights in Life Insurance
f1 ht Policy: 1. Every life insurance policy heretofore or

policy, hereafter made payable to or for the benefit of the
Insurance spouse of the insured, and every life insurance policy

ospouse. heretofore or hereafter assigned, transferred, or in
any way made payable to a spouse or to a trustee for
the benefit of a spouse, regardless of how such as-
signment or transfer is procured, shall, unless con-
trary to the terms of the policy, inure to the separate
use and benefit of such spouse. Except, that the

Insurance beneficial interest of a spouse in a policy upon the life
on life soss
of child, of a child of the spuehowever such interest is

created, shall be deemed to be a community interest
and not a separate interest, unless expressly Other-
wise provided by the policy.

Presump- 2. In any life insurance policy heretofore or here-
consent after issued upon the life of a spouse the designa-
of spouse.

tion heretofore or hereafter made by such spouse of
a beneficiary in accordance with the terms of the
policy, shall create a presumption that such bene-
ficiary was so designated with the consent of the
other spouse, but only as to any beneficiary who is
the child, parent, brother, or sister of either of the
spouses. The insurer may in good faith rely upon
the representations made by the insured as to the
relationship to him of any such beneficiary.

Forms for SEC. .18.46 Forms for Proof of Loss Furnished:
Froof of
furnished. Any insurer shall furnish, upon written request of

any person claiming to have a loss under any insur-
ance contract, forms of proof of loss for completion
by such person. But such insurer shall not, by rea-
son of the requirement so to f urnish forms, have any
responsibility for or with reference to the comple-
tion of such proof or the manner of any such com-
pletion or attempted completion.

Following SEC. .18.47 Claim Administration Not Waiver:
acts do no
Frjuice None of the following acts by or on behalf of an in-

,.urer: surer shall be deemed to constitute a waiver of any
[ 3783]
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provision of a policy or of any defense of the insurer
thereunder:

(1) Acknowledgment of the receipt of notice ofg Anotice.g

loss or of claimn under the policy.
(2) Furnishing forms for reporting a loss or formishin

claim, for giving information relative thereto, or for
making proof of loss, or receiving or acknowledging
receipt of any such forms or proofs completed or un-
completed.

(3) Investigating any loss or claim under any Invesigting.

policy or engaging in negotiations looking toward a Ngtaig

possible settlement of any such loss or claim.

SEC. .18.48 Discrimination Prohibited: No in- Ditinn-

surer shall make or permit any unfair discrimination prohibited.

in favor of particular individuals or persons, or be-
tween insureds or subjects of insurance having sub-
stantially like insuring, risk, and exposure factors,
or expense elements, in the terms or conditions of
any insurance contract, or in the rate or amount of
premium charged theref or, or in the benefits payable
or in any other rights or privileges accruing there-
under. This provision shall not prohibit fair dis-
crimination by a life insurer as between individuals
having unequal expectations of life.

SEC. .18.51 Validity of Noncomplying Forms: nvalidity 

Any insurance policy, rider, or endorsement here- '"g forms.

after issued and otherwise valid, which contains any
condition or provision not in compliance with the
requirements of this code, shall not be rendered in-
valid thereby, but shall be construed and applied in
accordance with such conditions and provisions as
would have applied had such policy, rider, or en-
dorsement been in full compliance with this code.

ConstructionSEC. .18.52 Construction of Policies: Every insur- of policies.
ance contract shall be construed according to the
entirety of its terms and conditions as set forth in
the policy, and as amplified, extended, or modified

[ 37a I
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by any rider, endorsement, or application attached
to and made a part of the policy.

ARTICLE NINETEEN

RATES

Insurances SEC. .19.01 Scope of the Article: 1. Except as is
note ofhi otherwise expressly provided the provisions of this

tarticle. article apply to all insurances upon subjects located,
resident or to be performed in this state except:

(1) Life insurance;
(2) disability insurance;
(3) reinsurance, except as to joint reinsurance as

provided in section .19.36;
(4) insurance against loss of or damage to air-

craft, their hulls, accessories, and equipment, or
against liability, other than Workmen's Compensa-
tion and employers' liability, arising out -)f the own-
ership, maintenance or use of aircraft;

(5) insurance of vessels or craft, their cargoes,
marine builders' risk.,, marine protection and indem-
nity; and such other risks commonly insured under
marine, as distinguished from inland marine, insur-
ance contracts as may be defined by ruling of the
Commissioner for the purposes of this provision;

(6) title insurance.
Exception 2. Except, that every insurer shall, as to disability
as to
disability insurances, before using file with the Commissioner
in.surance.

its manual of classification, manual of rules and
rates, and any modifications thereof.

SEC. .19.02 Rate Standard: Premium rates for
Rate
standard, insurance shall not be excessive, inadequate, or un-

fairly discriminatory. This section does not apply to
casualty insurance.

Making SEC. .19.03 Making of Rates: Rates shall be used,
of rates, subject to the other provisions of this article, only if

made in accordance with the following provisions:
Fire1  n (1) In the case of insurances under standard fire
transpor- policies and that part of marine and transportation
tation.
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insurances not exempted under section .19.01, man-
ual, minimum, class or classification rates, rating
schedules or rating plans, shall be made and adopted;
except as to specific rates on inland marine risks in-
dividually rated, which risks are not reasonably sus-
ceptible to manual or schedule rating, and which
risks by general custom of the business are not writ-
ten according to manual rates or rating plans.

(2) In the case of casualty and s. ret insur- Casualty

ances: Insurance.

(a) The systems of expense provisions included Exes

in the rates for use by any insurer or group of in- provision,.

surers may differ from those of other insurers or
groups of insurers to reflect the requirements of the
operating methods of any such insurer or group with
respect to any kind of insurance, or with respect to
any subdivision or combination thereof for which
subdivision or combination separate expense provi-
sions are applicable.

(b) Risks may be grouped by classifications for Risks.

the establishment of rates and minimum premiums.
Classification rates may be modified to produce rates
for individual risks in accordance with rating plans
which establish standards for measuring variations
in hazards or expense provisions, or both. Such
standards may measure any differences among risks
that can be demonstrated to have a probable effect
upon losses or expenses.

(3) Due consideration in making rates for all Conisidera-

insurances shall be given to: to be given.

(a) Past and prospective loss experience within Loss
and outside this state; and in the case of rates for experience.

fire insurance, to the loss experience of insurers as
to insurance against fire during a period of not less
than the most recent five-year period for which such
experience is available.

(b) Conflagration and catastrophe hazards, Conflagration

where present. hazarstrp.

[3811
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Underwriting
profit and (c) A reasonable margin for underwriting profit

CH. 79.]

gences. and contingencies.
Dividends. (d) Dividends, savings and unabsorbed premium
savings and b
unabsorbed deposits allowed or returned byinsurers to their
premiums, policyholders, members, or subscribers.

Other (e) All other relevant factors within and outside
relevant
f actors, this state.

Rates filed (4) In addition to other factors required by this
may relate
to insurer's section, rates filed by an insurer on its own behalf

plans. may also be related to the insurer's plan of operation
and plan of risk classification.

Uniformity (5) Except to the extent necessary to comply
reoted with section .19.02 uniformity among insurers in any

matter within the scope of this section is neither re-
quired nor prohibited.

FiiinX SEC. .19.04 Filing Required: 1. Every insurer
Items to be shall, before using, file with the Commissioner every
Coms manual of classifications, manual of rules and rates,
sioner. and every rating plan as to surety insurances, and

every rating schedule, minimum rate, class rate, and
rating rule as to other insurances, and every modifi-
cation of any of the foregoing which it proposes. The
insurer need not so file any rate on individually
rated risks as described in item (1) of section .19.03;
except that any such specific rate made by a rating
organization shall be filed. This section does not
apply to casualty insurance.

Information 2. Every such filing shall state its proposed c'-
contained fective date and shall indicate the character andin flitng,

extent of the coverage contemplated. When a filing
is not accompanied by the information upon which
the insurer supports such filing, and the Commis-

Commis-

ioer may sioner does not have sufficient information to deter-
ad n.tona mine whether the filing meets the requirements of
information.

this article, he may require the insurer to furnish

Filin the information upon which it supports the filing.
may e An insurer may offer in support of any filing
supported.
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(1) the experience or judgment of the insurer or Eprec

rating organization making the filing,
(2) tlie experience of other insurers or rating Experience

organizations, or insurers.

(3) any other factors which the insurer or rating Other

organization deems relevant. A filing and any SUP- factors,

porting information shall be open to public inspec- Public

tion only after the filing becomes effective. Inspection.

3. Where a filing is required no insurer shall make Policyf
or issue an insurance contract or policy except in ac- to filing.

cordance with its filing then in effect, except as is
provided by section .19.09.

1flf ~ - Bueau 1. f athorzedFilings by
SEC. .190 Filiungs bureu 1.I50 uhoie bureau.

by an insurer, the Commissioner shall accept, in lieu Licensed

of filings by the insurer, filings on its behalf made ganizaio.

by a rating organization then licensed as provided
in this article.

2. As to fire insurance under a standard form Fir.' Insurer

fire policy, an insurer may so authorize a rating aythotiz
partial filing

organization to make all its filings only, and may notbyrtn

make a portion of such filings on its own behalf and
authorize a rating organization %'o make other such
filings. Except, that an insurer which prior to the
first day of January, nineteen hundred and forty-
seven, made its own filings in this state as to a par- Exceptions.

ticular class of fire risks, and its filings in this state
as to other classes of fire risks were made by a rat-
ing organization authorized by the insurer so to do,
may:

(1) Continue to make all its own filings as to Specific

such specific class of risks or authorize a rating risks.

organization to make its filings as to such specific
class of risks or any part thereof, and

(2) authorize a different rating organization to Cl-a.nge of

make all only of its filings as to all other classes of zaton

risks insured by it in this state against fire under the
stakldard form fire pulicy; or

(3) make all its own filings as to all classes of

[ 383 1
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Risks risks insured by it against fire under the standard
exnser form fire polic, or make all its own such filings

fi ng. except as to any which may relate to arvy such
specific class of risks, which filings so excepted the
insurer may authorize a rating organization to make;
or

Insurer may (4) authorize a rating organization to make all
authorize
filings to be only of its flnsas to all classes or risks insured b

or anization itagainst fiein thsstate udrthe standard form
all isks. fire policy.

Review and SEc. .19.06 Review and Disapproval of Filings:
of I'l injgs.a 1. The Commissioner shall review a filing as soon

Commis- as reasonably possible after made, to determine
review, whether it meets the requirements of this article.

2. Except as provided in section .19.07:
Effective (1) No such filing shall become effective within
date ofdyfiigo-
filing, fifteen (15) dasafter date of fiigwith the Com
May be pro eetne h
extended missioner, which peidmay bexnddbyth
by Com Commissioner for an additional period not to exceed

fifteen (15) days if he gives notice within such wait-
ing period to the insurer or rating organization
which made the filing that he needs such additional

Commis- time for the consideration of the filing. The Coin-
sioner may .

waive missioner may, upon application and for cause
period. shown, waive such waiting period or any part

thereof as to a filing which he has not disapproved.
Filing (2) A filing shall be deemed to meet the require-
meets re-
uiremss ments of this article unless disapproved by the Corn-

disapproved, missioner within the waiting period or any exten-

sion thereof.
Casuralte 3. This section does not apply to casualty insur-
excepted. ance.

fi ings. SEC .19.07 Special Filings: The following spe-
Effective cia filings, when not covre by a prvosfiling,until re- alceru pvis
viewed by salbcm
Commis- shl eoeeffective when filed and shall be
sinner, deemed to meet the requirements of this article

until such time as the Commissioner reviews the
[ 384]1
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filing and for so long thereafter as the filing remains
in effect:

(1) Special filings with respect to surety or Surety or

guaranty bonds required by law or by court or tns

executive order or by order, rule or regulation of a
public body.

(2) Specific rates on inland marine risks in- inland

dividually rated by a rating organization, which risks riks

are not reasonably susceptible to manual or schedule
rating, and which risks by general custom of the
business are not written according to manual rates
or rating plans.

SEC. .19.08 May Waive Filing: Under such rules may waive

and regulations as he shall adopt the Commissioner fln
Commis-

may, by order, suspend or modify the requirement stoner toadopt rules
of filing as to any kind of insurance, subdivision or atnd, reu-

combination thereof, or as to classes of risks, the
rates for which cannot practicably be filed before
they are used. Such orders, rules and regulations Insurer. to
shall be made known to insurers and rating organi- b oiid

zations affected thereby. The Commissioner may coininis-
stoner may

make such examination as he may deem advisable make ex-

to ascertain whether any rates affected by such aminations.

order meet the standard prescribed in section .19.02.

SEC. .19.06 Excess Rates: Upon written applica- Excess

tion of the insured, stating his reasons therefor, rates.
filed with and approved by the Commissioner, a rate Written

in excess of that provided by a filing otherwise apiain

applicable may be used on any specific risk.

SEC. .19.10 Disapproval of Filing: If within the Disa Poval

waiting period .or any extension thereof as provided o lIrr

in section .19.06, the Commissioner finds that a filing Notice to-
does not meet the requirements of this article, he Insurer.

shall disapprove such filing, and shall give notice of
such disapproval, specifying the respect in which he
finds the filing fails to meet such requirements, and
stating that the filing shall not become effective, to
the insurer or rating organization which made the

-13
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inuac filing. This section does not apply to casualty insur-
excepted. ance.

Disaproal' SEC. .19.11 Disapproval of Special Filing: 1. If
of special within thirty (30) days after a special filing subjectfiling. to section .19.07 has become effective,'the Commis-
Notice to sioner finds that the filing does not meet the re-
insurer. quirements of this article, he shall disapprove the

filing and shall give notice to the insurer or rating
organization which made the filing, specifying in
what respects he finds that the filing fails to meet
such requirements and stating when, within a rea-
sonable period thereafter, the filing shall be deemed
no longer effective.

Prior con- 2. Such disapproval shall not affect any contract
affeted. made or issued prior to the expiration of the period

set forth in the notice of disapproval.

Subsequent SEC. .19.12 Subsequent Disapproval: 1. If at any
disapproval, time subsequent to the applicable review period pro-

vided in section .19.06 or section .19.11, the Commis-
]fearing sioner finds that a filing does not meet the require-
upon
notied ments of this article, he shall, after a hearing, notice

of which was given to every insurer and rating
organization which made such filing, issue his order
specifying in what respect he finds that such filing
fails to meet the requirements, of this article, and

Casualty stating when, within a reasonable period thereafter,
exetd the filing shall be deemed no longer effective. Th~is

paragraph does not apply to casualty insurance.
Prior con- 2. Such order shall not affect any contract or
tracts not
affected, policy made or issued prior to the expiration of the

period set forth in the order.

Any person 3. Any person aggrieved with respect to any fil-
aggrieved igte nefcohrta h nue rrtn
may apply igte nefcohrta h nue rrtn
for hearing, organization which made the filing, may make writ-

ten application to the Commissioner for a hearing
thereon. The application shall specify the grounds
to be relied upon by the applicant. If the Commis-
sioner finds that the application is made in good
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faith, that the applicant would be so aggrieved if his
grounds are established, and that such grounds
otherwise justify holding the hearing, he shall,
within thirty (30) days after receipt of the applica-
tion, b-old a hearing as required in paragraph one of
this section.

SEC. .19.14 Rating OrganiZation-No Discrimi- Rating or-

nation-" Subscriber" Defined: 1. Every rating or- "usrbr
deflned.

ganization operating in this state shall furnish its piscrimina-

services without di~crimination as between its sub- subscribers

scribers.
2. "Subscriber," for the purposes of this article subscribers.

and whera the context does not otherwise specify,
means any insurer which employs the services of a
rating organization for the purpose of making fl-
ings, whether or not the insurer is a "member" of
such rating organization.

3. This article is not intended to and does not Members.

govern or affect the "membership" relation as such
between a rating organization and insurers who are
its "members."

SEC. .19.15 Subscribership N ot Required: Nosucrb-
provision of this code shall require, or be deemed to required,

require, any insurer to be a subscriber of, or in any
other respect affiliated with, any rating organization.

SEC. .19.16 Rating Organization License: NO Rating
organization

rating organization shall do business in this state i ce n se.

or make filings with the Commissioner unless then
licensed by the Commissioner as a rating organiza-
tion.

SEC. .19.17 Application for License: 1. Any per- Application

son, whether domiciled within or outside this state, frlcne

except as provided in paragraph two of this section,
may make application to the Commissioner for a
license as a rating organization for such kinds of
insurance or subdivisions thereof, if for casualty or
surety insurances, or for such subdivision, class of

[ 3871
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risks or a part or combination thereof, if for other
insurances, as are specified in its application, and
shall file therewith:

Exhibits t (1) A copy of its constitution, its articles of

appomin. agreement or association, or its certificate of incor-
poration, or trust agreement, and of its by-laws,
rules and regulations governing the conduct of its
business;

List of (2) A list of its members and a list of its sub-
subscribers
and scries
members. rbes
Resident (3) The name and address of a resident of this
agent, state upon whom notices or orders of the Commis-

sioner or process affecting such rating organization
may be served, and

Statement of (4 Asttmnofisaa
qualiication, 4 tteeto t qualifications asarating

organization.
For standard 2. Any raigorganization posigto act asform fire rtn rpsnpolicy, such as to insurance under standard form fire

policies, shall be licensed only if all the following
conditions are complied with:

Residence (1) The applicant and the operators of such
requirement. rating organization shall be domiciled in and shall

actually reside in this state.
Ownership (2) The ownership of such raigorganizationin trust for rtn
subsproiet shall be vested in trustees for all its subscribers
organization, under such trust agreement as is approved by the

Commissioner, and the rating organization ihall be
and shall be conducted as a non-profit public service
institution.

Connections (3) Such rating organization shall not be con-
limited to
subscriber nected with any insurer or insurers except to the
relationship.

extent that any such insurer may be a subscriber
to its services.

Issuance SEC. .19.18 Issuance of License: 1. If the Coin-
of license.

Findins by missioner finds that the applicant for a license as a
stoner. rating organization is competent, trustworthy and

otherwise qualified so to act, and that its constitution,
articles of agreement or association or certificate of

[ 388)1
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incorporation or trust agreement, and its by-laws,
rules and regulations governing the conduct of its
business conform to the requirements of law, he
shall, upon payment of a license fee of twenty-five License fee.
dollars ($25), issue a license specifying the kinds of
insurance, or subdivisions or class of risk or part or
combination thereof for which the applicant is au-
thorized to act as a rating organization.

2. The Commissioner shall grant or deny in Granted or

whole or in part every such application within sixty within
sixty days.

(60) 'days of the date of its filing with him.
3. A license issued pursuant to this section shall License

effectivereman sonerthree year,reanin effect for three (3) years unless sonrunless
suspended or revoked by the Commissioner. revoked.

SEc. .19.19 Suspension, Revocation of License: commois-
ioner may

1. The Commissioner may, after a hearing, suspend 'usevor
or revoke the license issued to a rating organization
for any of the following causes:

(1) If he finds that the licensee no longer meets 'Failure of

the qualifications for the license. t.ns

(2) For failure to comply with an order of the No~n-com-~

Commissioner within the time limited by the order, eP odes

or any extension thereof which the Commissioner
may grant.

2. The Commissioner shall-not so suspend or re- Time for
appeals and

1,. icese or filue t wit anordr fnal deter-voke a lies o alr ocomply wtanodrminations of
until the time prescribed by this code for an appeal codiinso

from such order to the superior court has expired revocation.

or if such appeal has been taken, until such order
has been affirmed.,

3. The Commissioner may determine when a commis-
sioner's dis-

suspension or revocation of license shall become cretion asto duration
and effectiveeffective. A suspension of license shall remain in date of

effect for the period fixed by him, unless he modifiesreoaon
or rescinds the suspension, or until the order, failure
to comply with which constituted grounds for the
suspension, is modified, rescinded or reversed.
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Notice of SEC. .19.20 Notice of Changes: Every rating or-
Mst notify ganization salnotifythComsinrpmtl
commis- gshlth ''" '"11tYV1

sioner. of every change in
Constitution, (1) its cntuioits articles of are ntorarticles, by-cosiuinagem t
laws, etc. association, or its certificate of incorporation, or trust

agreement, and its by-laws, rules and regulations
governing the conduct of its business;

List ofsubscibers (2) its list of members and subscribers;,
susriesd'
members. (3) the name and address of the resident of this
Saet.r state designated by it upon whom notices or orders

of the Commissioner or process affecting such rating
organization may be served.

Subscriber- SEC. .19.21 Subscriberships: 1. Subject to rules
ships.

and regulations which have been approved by the
Insurer may Commissioner as reasonable, each rating organiza-
subscribeundcr ap- to hl emtayisrrt usrb oisrt
proved rules to hl emtayisrrt usrb oisrt
and regu- igsrieo
lations. In evcs for any kind of insurance orsubdivision

thereof, for which it is authorized to act as a rating
organization, subject to paragraph two of section
.19.05.

Notices of 2. Notice of proposed changes in such rules and
proposedchanfes reultnssalbtoecsusie.
in rule and reuain hl egiventoecsucrb.
regulations. 3. An insurer shall not concurrently be a sub-
Insurer to
be subscriberto ne r- scriber to the services of more than one rating or-
to nez tto-
for partiu_ ganization as to the same subdivision, class of risk
lar class
of risk, or part or combination of a kind of insurance.
irae 4. As to fire insurance under standard form fire

under
standard policies, an insurer may not concurrently be a sub-
form. scriber to the services of more than one rating or-

ganization, except as provided in paragraph two of
section .19.05.

rles ofd SEC. .19.22 Review of Rules and Refusal to Ad-
refusal to
admit mit Insurers: 1. The reasonableness of any rule or
insurers, regulation in its application to subscribers, or the

refusal of any rating organization to admit an in-
surer as a subscriber, shall, at the request of any

Rleview upon subscriber or any such insurer, be reviewed by thenotice and
hearing. Commissioner at a hearing held upon notice to the

rating organization, and to the subscriber or insurer.

1390]
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2. If the Commissioner finds that such rule or Commis-
order rule orregulation is unreasonable in its application to sub- regulation

scribers, he shall order that such rule or regulation ble s~ub-

shall not be applicable to subsiribers who are not non-megmber.

members of the rating organization.
3. If a rating organization fails to grant or reject Reiw o

insuer' forsubcri rsh witin dmitan isrrsapplication fo usierip wti subscriber.

thirty (30) days after it was made, the insurer may
request a review by the Commissioner as if the ap-
plication had been rejected. If the Commiissioner
finds that the insurer has been refused admittance
to the rating organization as a subscriber without Collmis-

stoner may
justification, he shall order the rating organization rule.

to admit the insurer as a subscriber. If he finds that
the action of the rating organization was justified,
he shall make an order affirrhing its action.

SEC. .19.23 Subscriber Committees: The sub- Subscriber

scribers of any rating organization may, from time mittees.

to time, individually or through committees repre-
senting various subscribers, consult with the rating
organization with respect to matters within this
article which affect such subscribers.

SEC. .19.24 Rules Cannot Affect Dividends: No Rules cannotaffect
rating organization shall adopt any rule the effect dividends.

of which would be to prohibit or regulate the pay-
ment of dividends, savings or unabsorbed preiiium
deposits allowed or returned by insurers to their
policyholders, members or subscribers.

SEC. .19.25 Cooperation Among Rating Organi- Cooperation
among

zations: 1. Cooperation among rating organizations ga,'to

or among rating organizations and insurers in rate
making or in other matters within the scope of this
article is hereby authorized, if the filings resulting
from such cooperation are subject to all the provi-
sions of this article which are applicable to filings
generally.

2. The Commissioner may review such coopera- Review by
Commis-

tive activities and practices and if, after a hearing, stoner.
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Commis- hefnstaansuhatvtorpatcisnar
stonier mayhefnstaansuhatvtorpatcisnar
require dis-
continuance, or unreasonable or otherwise inconsistent with the

provisions of this code, he may issue a written order
specifying in what, respect such activity or prac-
tice is so unfair, unreasonable,' or inconsistent, and
requiring the discontinuance of such activity or
practice.

Technical SEC. .19.26 Technical Services: Any rating or-
services.

ganization may subscribe for or purchase actuarial,
technical or other services, and such services shall be
available to all subscribers without discrimination.

Records and SEC. .19.27 Records and Examination: Each rat-
examination.

ing organization shall keep an accurate and complete
record of all work performed by it, and of all its

Records to receipts and disbursements. Such rating organiza-
be exam-

ied bynorn- tion and its records shall be examined bythe o
missioner at such times and in such manner as is
provided in article three of this code.

Deviations SEC. .19.28 Deviations: 1. Every subscriber to
timibied.a rating organization shall adhere to the filings made

on its behalf by such organization, and shall not
deviate therefrom except as provided in this section.

PFxceptions. 2. Any such subscriber may make written appli-
cation to the Commissioner for permission to file a

Uponper- deviation, and shall at the same time send a copy of
comiis- the application to the rating organization. The
gatd application shall specify the deviation dsrd n

cation, n~lietebasis thereof. In the case of deviations as speci-
and hearing, fied in paragraph four of this section, the application

shall be accompanied by the data upon which the
applicant relies. The Commissioner shall forthwith
set a date for a hearing on the application and give
notice thereof to the applicant and to the rating
organization. If the rating organization informs the
Commissioner that it does not desire a hearing he
may, upon consent of the applicant, waive the
hearing.
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3. As to fire insurance under standard form fire Uniform

policies, any such deviation shall be only by a uni- insrace

form percentage of addition to or decrease from all standard
form

rates resulting from all filings relative tu such in- p o ticy.
surance made by the rating organization oin behalf
of such applicant and then in effect.

In considering the application for permission to stistics
file such deviation the Commissioner shall give con- lc;fo
sideration to the availab- statistics and the appli- considered.

cable principles for rate making as provided in
section .19.03.

4. As to insurance other than that designated in uniformpercentage
paragraph three of this section, any such deviation inuane
shall be only by a uniform percentage decrease or
increase to be applied to the premiums produced
by the rating system so filed for a kind of insurance,
or for a class of insurance which is found by the
Commissioner to be a proper rating unit for the
application of such uniform percentage decrease or
increase, or for a subdivision of a kind of insurance
(1) comprised of a group of manual classifications
which is treated as a separate unit for rate making
purposes, or (2) for which separate expense pro-
visions are included in the filings of the rating organi-
zation.

5. If upon such hearing the Commissioner finds o-s
the proposed deviation to be justified, and -that rantappli-
premiums and rates resulting therefrom would not 'fnigs.f

be inadequate, excessive, or unfairly discriminatory,
he shall issue his order permitting the deviation
to be filed and such deviation shall thereupon be-
come effective. If he finds otherwise, he shall issue
his order denying the application.

6. Each deviation permitted to be filed shall be Effective
period of

effective for a period of not less than one (1) year deviation.

from the date of such permission unless terminated
sooner with the approval of the Commissioner.
Every such deviation shall terminate upon a ma-
terial change of the basic rate from which the devia-
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tion is made. The Commissioner shall determine
whether a change of the basic rate is so material as
to require such termination of deviations.

Casu alty 7. This section does not apply to casualty insur-
insurance
excepted. ance.

An ~ub- SEC. .19.29 Appeal by Minority: 1. Any sub-

apa to scriber to a rating organization may appeal to the
stoner. Commissioner from the rating organization's action

or decision in approving or rejecting any proposed
change in or addition to the rating organization's
filings. The Commissioner shall, after a hearing on
the appeal:

commis- (1) Issue an order approving the rating organi-
sioner ma~y
aprov do- zation's action or decision or directing it to give

dircct f ur- further consideration to such proposal; orther con-
sideration. (2) If the appeal is from the rating organiza-
May orderaddition tion's action or decision in rejecting a proposed addi-to filings. tion to its filings, lie may, in event he finds that the

action or decision was unreasonable, issue an order
directing the rating organization to make an addition
to its filings, on behalf of its subscribers, in a
manner consistent with his findings, within a reason-
able time after the issuance of such order.

Ap~a pn 2. If such appeal is based upon the rating organi-
make filing zation's failure to make a filing on behalf of such
based on
expens subscriber which is based on a system of expense

proisins.provisions which differs, in accordance with the right
granted in item (2) of section .19.03, from the
system of expense provisions included in a filing
made by the rating organization, the Commissioner
shall, if he grants the appeal, order the rating organi-
zation to make the requested filing for use by the
appellant. In deciding the appeal the Commissioner
shall apply the standards set forth in section .19.02
and section .19.03.

Service to SEC. .19.30 Service to Insureds: Every rating
Insueds. organization and every insurer which makes its own

rates shall, within a reasonable time after receiving
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written request therefor and upon payment of such ast ae
tobe

reasonable charge as it may make, furnish to any furnished.
insured affected by a rate made by it, or to the
authorized representative of such insured, all per-
tinent information as to such rate.

SEC. .19.3 1 Complaints of Insureds: Every rating ointss

organization and every insurer which makes its own Ratin~

rates shall provide within this state reasonable toTprovide
me~ans for

means whereby any person aggrieved by the appli- licarings.

cation of its rating system may be heard, in person
or by his authorized representative, on his written
request to review the manner in which such rating
system has been applied in connection with the in-
surance aflarded him. If the rating organization or
insurer fails to grant or reject such request within
thirty (30) days after it is made, the applicant may
proceed in the same manner as if his application had
been rejected. Any party affected by the action of APPeals to0

such rating organization or such insurer on such loner.

request may, within thirty (30) days after written
notice of such action, appeal to the Commissioner,
who, after a hearing held upon notice to the appel-
lant and to the rating organization or insurer, may
affirm or reverse such action.

SEC. .19.32 Advisory Organizations-Definition: Advisory or-

1. E-'-...ry group, association or other organization of -deinitiofl.

insurers, whether located within or outside this
state, which assists insurers which make their own
filings or rating organizations in rate making, by
the collection and furnishing of loss or expense sta-
tistics, or by the submission of recommendations,
but which does not make filings under this article,
shall be known as an advisory organization.

2. This section does not apply to subscribers'
committees provided for in section .19.23.

SEC. .19.33 Prerequisites to Operating as Advi- Prerec1 ui-sites to oper-

sory Organization: Every advisory organization 'avsor or-

before serving as such to any rating organization or ganizatios
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Fomiesit independently filing insurer doing business in this
sioner, state, shall file with the Commissioner:
Constitution., lAcn fis t rilso
articles, by- ()Acp ofisconstitution,itarclso
laws, etc. agreement or association or its certificate of incor-

poration and of its by-laws, rules and regulations
governing its activities;

List of
members. (2) A list of its members;

agsient (3) The name and address of a resident of this
agent. state upon whom notices or orders of the Com-

missioner or process issued at his direction may be

Examinationsevdan
by Commis- (4) An agreement that the Commissioner may
stoner.

examine such advisory organization in accordance
with the provisions of section .03.01.

Desist
ordets.SEC. .19.34 Desist Orders: ,If, after a hearing,

Hendingan the Commissioner finds that the furnishing of in-
order br formation or assistance by an advisory organization,
sioner, as referred to in section .19.32, involves any act or

practice which is unfair or unreasonable or other-
wise inconsistent with the provisions of this code,
he may issue a written order specifying in what
respects such act or practice is unfair or unreason-
able or so otherwise inconsistent, and requiring the
discontinuance of such act or practice.

isquaofia- SEC. .19.35 Disqualification of Data: No insurer
which makes its own filing nor any rating organiza-

Must be tion shall support its filings by statistics or adopt
from com-
org.zation. rate-making recommendations, furnished to it by an

advisory organization which has not complied with
this article or with any order of the Commissioner
involving such statistics or recommendations issued
under section .19.34. If the Commissioner finds such
insurer or rating organization to be in violation of
this section he may issue an order requiring the dis-
continuance of the violation.

Joint under- SEC. .19.36 Joint Underwriting or Joint Reinsur-
writing or
ont rane ance: 1. Every group, association or other organi-

zation of insurers which engages in joint underwrit-
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ing or joint reinsurance, shall be subject to regulation Seuljetiton

with respect thereto as is provided in this section,
subject, however, with respect to joint underwriting,
to all other provisions of this article, and, with
respect to joint reinsurance, to section .19.27 and
sections .01.08 and .19.43; and to article three of this
code.

2. If, after a hearing, the Commissioner finds Hearing,
findingsan

that any activity or practice of any such group, orders by

association or other organization is unfair or un- "loner.

reasonable or otherwis~i inconsistent with the provi-
sions of this article, he may issue a written order
specifying in what respects such activity or practice
is unfair, or unreasonable or so inconsistent, and re-
quiring the discontinuance of the activity or practice.

SEC. .19.37 Recording and Reporting of Loss and Recording
Pxpense ExTperience: 1. The Commissioner shall of loss and

expense
promulgate reasonable rules and statistical plans, experience.

reasonably adapted to each of the rating systems on reulsian

file with him, which may be modified from time to bny c Con- r

time and which shall be used thereafter by each
insurer in the recording and reporting of its loss
and countrywide expense experience, in order that
the experience of all insurers may be made avail-
able at least annually in such form and detail as may
be necessary to aid him in determining whether
rating systems comply with the standards set forth
in sections .19.02 and .19.03. Such rules and plans
may also provide for the recording and reporting of
expense experience items which are specially ap-
plicable to this state and are not susceptible of deter-
mination by a prorating of countrywide expense
experience.

2. In promulgating such rules and plans, the Filed ratings
to be con-

Commissioner shall give due consideration to the rue ob
uniform If

rating systems on file with him and, in order that practicable.

such rules and plans may be as uniform as is prac-
ticable among the several states, to the rules and
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to the form of the plans used for such rating systems
in other states.

perienc. 3. Noinsurer shall be requireduorcodo
reonl baled repotisls experience onaclassification basis
rating
system. that is inconsistent with the rating system filed by it.
Commis- 4.The Commissioner may designate one or morestoner may
deinyt rating organizations or other agencies to assist him

ata. in gathering such experience and making compila-
tions thereof, and such compilations shall be made
available, subject to reasonable rules promulgated
by the Commissioner, to insurers and rating organi-
zations.

commis- 5. Reasonable rules and plans may be promul-
make r.l e. gated by the Comsinrfrteinterchange oand regula-Comsinrfrtef
tions. data necessary for the application of rating plans.

of SEC. .19o38Exchange of Information: Every
ion. SE..93

rating organization and insurer may exchange in-
formation and experience data with insurers and
rating organizations in this and other states and may
consult with them with respect to rate making and
the application of rating systems.

False or SC.1.9Fleor MilaigIfrain Nomisleading SE.193Fas vseazg nomlonInformation. person shall willfully withhold information from, or
knowingly give false or misleading information to,
the Commissioner, any statistical agency designated
by the Commissioner, any rating organization, or any
insurer, which will affect the rates or premiums
chargeable under this article.

Assigned SEC. .19.40 Assigned Risks: Agreements may be
risks. maeaogcasualty isrswthrespect t h
Agreementsmaeaogisrrwihtte
and rate equitable apportionment among them of insurance

appC.,al oft which may be afforded applicants who are in good
sioner. faith entitled to but who are unable to procure such

insurance through ordinary methods and such in-
surers may agree among themselves on the use of
reasonable rate modifications for such insurance,
such agreements and rate modifications to be sub-
ject to the approval of the Commissioner.
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SEC. .19.41 Examination of Contracts: 1. The Examination

Commissioner may permit the organization and
operation of examining bureaus for the examination
of policies, daily reports, binders, renewal certifi- Examining

bureaus may
cates, endorsements, and other evidences of insur- bitted-

ance or of the cancellation thereof, for the purpose
of ascertaining that lawful rates are being charged.

2. A bureau shall examine documents with re- After hearing

gard to such kinds of insurance as the Commissioner sioner may

may, after hearing, reasonably require to be sub- examination.

mitted for examination. A bureau may examine
documents as to such other kinds of insurance as
the issuing insurers may voluntarily submit for
examination.

3. No bureau shall operate unless licensed by the Bureau mustbe licensed
Commissioner as to the kinds of insurance as tasinds ofe

which it is permitted so to examine. To qualify for
a license a bureau shall:

(1) Be owned in trust for the benefit of all the Must be
owned in

insurers regularly using its services, under a trust trust under
approved

agreement approved by the Commissioner. agreement.

(2) Make its services available without discrimi- Must make
services

nation to all authorized insurers applying therefor, avilabed

subject to such reasonable rules and regulations as crimination.

to the obligations of insurers using its services, as to
the conduct of its affairs, and as to the correction of
errors and omissions in documents examined by it
as are approved by the Commissioner.

(3) Have no manager or other employee who is Limitation on

connected with any rating organization, or who is employees.

an employee of an insurer other than to the extent
that he is an employee of the bureau owned by in-
surers through such trust agreement.

(4) Pay to the Commissioner a fee of ten dollars License fee.

($10) for issuance of its license.

4. Such license shall be of indefinite duration License for
indefinite

and shall remain in force until revoked by the Coin- term.

missioner or terminated at the request of the bureau.
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After hearingThComsinrmyrvkteafr
Commis- TeCmisoemareoetelicense,afe
r.eoke hearing,

nulicne. (1) if the bureau is no longer qualified therefor;
Nouacorn- (2) if the bureau fails to comply with a proper
pliance. order of the Commissioner;
Violations. (3) if the bureau violates or knowingly partici-

pates in the violation of any provision of this code.
Appealst 5. Any person aggrieved by any rule, regulation,
stoner. act or omission of a bureau may appeal to the Com-

missioner therefrom. The Commissioner shall hold
a hearing upon such appeal, and shall make such
order upon the hearing ashe deems to be proper.

Supervision 6. Every such bureau operating in this state shall
missioner, be subject to the supervision of the Commissioner,

and the Commissioner shall examine it as provided
in article three of this code.

Records to 7. Every examining bureau shall keep adequate
be kpt. records of the outstanding error's and omissions

found in coverages examined by it and of its receipts
and disbursements, and shall hold as confidential all
information contained in documents submitted to it
for examination.

Preference 8. The Commissioner shall not license an addi-rights of
bureaus. tional bureau for the examination of documents

relative to a kind of insurance if such documents are
being examined by a then existing licensed bureau.
Any examining bureau operating in this state imme-
diately prior to the effective date of this code under
any law of this state repealed as of such date, shall
have prior right to apply for and secure a license
und,.r this section.

Rate SEC. .19.42 Rate Agreements: Two (2) or more
agreements,

Insurers insurers mutually may agree to adhere to rates,
may age.rating plans, rating systems or underwriting prac-

tices or uniform modifications thereof, all subject
to the following conditions:

Agreement (1Al of tetrso h gemnssalbto be In1)Al tetrsothagemnssllb
wvriting. in writing executed on behalf of each such insurer.
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(2) An executed copy o-;' every such writteh To be flied

agreement and of every modification thereof shall missioner.

be filed with the Commissioner.
(3) Within a reasonable length of time after Must bed

every such filing, the Commissioner shall either Issioner

approve or disapprove such agreement or modifica-
tion. No such agreement or modification shall be
effective unless and until approved by the Commis-
sioner.

(4) The Commissioner shall not approve any cjormis;1
such agreement or modification which: to approve.

(a) Constitutes or would tend to result in an comestition.
unreasonable restraint upon free competition;

(b) contains terms otherwise tending to injure Again~st

the public interest. Fnutere~st.

(5) No cause of action shall lie in favor of any Nocacuse of

insurer which is party to any such agreement breach.

against any other insurer party thereto on account
of any breach thereof.

(6) All rate filings covered by such agreement Subject toother
shall be subject to the provisions of this article or ap, plicable

of other applicable law.
(7) The Commissioner may after a hearing commis-

sioner after
thereon and for cause withdraw any approval previ- hearing may

withdraw
ously given any such agreement or modification. approval.

SEC. .19.43 Penalties: Any person violating any Penalttes.

provision of this article shall be subject to a penalty
of not more than fifty dollars ($50) for each such
violation, but if such violation is found to be willful
a penalty of not more than five hundred dollars
($500) for each such violation may be imposed.
Such penalties may be in addition to any other pen-
alty provided by law.

ARTICLE TWENTY

DISABILITY INSURANCE

SEC. .20.01 Scope of Article: This article ap- scope of
plies to all disability insurance contracts other than article.

contracts of group or blanket disability insurance.
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This article shall not be deemed to apply to any con-
tract of Workmen's Compensation insurance, or to
disability benefits supplemental to life insurance
and life annuities and included within the definition
of life insurance under this code.

Format of SE...0FomtoDiaityPlce:N
disability c..00FomtoDiaiiyPlie:N
policies, disability policy shall be issued or delivered to any

person in this state unless it otherwise complies with
this code, and complies with the following:

Effective and (1) The times at which the insurance takes
termination
dates, effect and terminates shall be stated i a portion of

the policy above the evidence of its execution by the
insurer.

Insurance (2) The policy shall not purport to insure more
on one
person. than one (1) person, unless it provides "family ex-

pense disability insurance" as defined ii- this article.
Size of (3) Every printed portion thereof and of any
print, endorsements or attached papers shall be plainly

printed in type of which the face is not smaller than
ten point.

Description (4) Except in the case of transportation ticket
of policy-
print size, policies, a brief description of the policy shall be

printed on its first page and on the filing back in
type with the face not smaller than fourteen point.

Exceptions. (5) The exceptions of the policy shall be printed
with the same prominence as the benefits to which
they apply.

Print size (6 Ifa prin "pocyb
for provision ()Iany prinof the poiypurports, b
rne ucin. reason of the circumstances under which a loss is

incurred, to reduce any indemnity to an amount
less than that provided for the same loss occurring
under ordinary circumstances, such portion shall be
printed in bold-faced type with greater prominence
than any other portion of the text of the policy.

Form (7) Each such policy form, and rider or endorse-
number. ment to be made a part thereof, shall be identified

by a form number in the lower left-hand corner of
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the first page of each folio and of each separately
printed page thereof.

SEC. .20.03 Standard Provisions Required: Ex- Standa~rd

cept as otherwise prov ided by this article, every required.

disability policy shall contain certain standard pro-
visions, which shall be in the words, and in the order
of the number, of each provision as set forth in this
article and shall be preceded in every policy by the
caption, "Standard Provisions."~

SEC. .20.04 Designation of Insurer: In each such Designation

standard provision wherever the word "insurer"~ is of insurer.

used, there shall be substituted therefor "company,"
''corporation,'' ''association,'' ''society,'' "exchange,"~
or such other word as will properly designate the
insurer.

SEC. .20.05 Standard Provision Number 1-The Standard
Contract: There shall be a standard provision rela- number 1-

the contract.
tive to the contract which shall be in one of the fol-
lowing three forms. Form (A) shall be used in poli- Three fojrms

cies which do not provide for reduction of indem- A, B, and C.

nity on account of change of occupation, and form
(B) shall be used in policies which do so provide.
Form (C) shall be used in all policies providing for
reduction of indemnity on account of phange of oc-
cupation only as respects part of the accident cover-
age or part of the health coverage thereunder. If
form (B) or form (C) is used and the policy pro-
vides indemnity against loss from sickness, the words
"gor contracts sickness" may be inserted therein im-
mediately after the words "in the event that the in-
sured is injured." If form (C) is used and the policy
provides indemnity 'against loss from sickness the
words "or sickness" may be inserted therein imme-
diately after the words "where the injuries."

(A) 1. This policy includes the endorsements Form A.

and attached papers, if any, and contains the entire
contract of insurance. No reduction shall be made in
any indemnity herein provided by reason of change
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in the occupation of the insured or by reason of his
doing any act or thing pertaining to any other occu-
pation.

Form B. (B) 1. This policy includes the endorsements
and attached papers, if any; and contains the entire
contract of insurance except as it may be modified
by the insurer's classification of risks and premium
rates in the event that the insured is injured after
having changed his occupation to one classified by
the insurer as more hazardous than that stated in
the policy, or while he is doing any act or thing per-
taining to any occupation so classified, except ordi-
nary duties about his residence or while engaged in
recreation, in which event the insurer will pay only
such portion of the indemnities provided in the pol-
icy as the premium paid would have purchased at
the rate but within the limits so fixed by the insurer
for such more hazardous occupation.

If the law of the state in which the insured re-
sides at the time this policy is issued requires that
prior to its issue a statement of the premium rates
and classification of risks pertaining to it shall be
filed with the state official having supervision of in-
surance in such state, then the premium rates and
classificat-'.n of risks mentioned in this policy shall
mean only such as have been last filed by the insurer
in accordance with such law, but if such filing is not
required by such law, then they shall mean the in-
surer's premium rates and classification of risks last
made effective by it in such s tate prior to the occur-
rence of the loss for which the insurer is liable.

Form C. (C) 1. This policy includes the endorsemnents
and attached papers, if any, and contains the entire
contract of insurance except as it may be modified
by the insurer's classification of risks and premium
rates in the event that the insured is injured after
having changed his occupation to one classified by
the insurer as more hazardous than that stated in
the policy, or while he is doing any act or thing per-
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tamning to any occupation so classified, except ordi-
nary duties about his residence or while engaged in
recreation, in which event the insurer will pay only
such portion of the indemnities provided in the pol-
icy as the premium paid would have purchased at
the rate but within the limits so fixed by the insurer
for su ch more hazardous occupation. No such men-
tioned modification or reduction shall be effective
with respect to indemnities which by the terms of
the policy, including any riders attached thereto, are
not subject to modification or reduction where the
injuries do not arise out of or in the course of the
insured's occupation or employment.

If the law of the state in which the insured re-
sides at the time this policy is issued requires that
prior to its issue a statement of the premium rates
and classification of risks pertaining to it shall be
filed with the state official having supervision of
insurance in such state then the premium rates and
classification of risks mentioned in this policy shall
mean only such as have been last filed by the insurer
in accordance with such law, but if such filing is not
required by such law they shall mean the insurer's
premium rates and classification of risks last made
effective by it in such state prior to the occurrence
of the loss for which the insurer is liable.

SEC. .20.06 Standard Provision Number 2-Con- standard
provision

tract Changes: Except in the case of transportation num~ber 2-

ticket policies, there shall be a standard provision changes.

relative to change in the contract, which shall be in
the following form:

2. No statement made by the applicant for in- Form.

surance not included herein shall avoid the policy or
be used in any legal proceeding hereunder. No
agent has authority to change this policy or to waive
any of its provisions. No change in this policy shall
be valid unless approved by an executive officer of
the insurer and such approval be endorsed hereon.
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Standard SEC. .20.07 Standard Provision Number 3-Re-
provision
number 3- instatement: Except in the case of policies which
reinstate-
ment, do not provide for renewal, there shall be a standard
Three formsprvsotorisae ntfth
provided: poionrelative trenaem tofhepolicy
A, B, and c. after lapse, which shall be in any of the three fol-

lowing forms: Form (A) shall be used in policies
which insure only against loss from accident; form
(B) shall be used in policies which insure only
against loss from sickness; and form (C) shall be
used in policies which insure against loss from both
accident and sickness. .

Form A. (A) 3. if default be made inl the payment of
the agreed premium for this policy, the subsequent
acceptance of a premium by the insui er or by any
of its duly authorized agents shall reinstate the pol-
icy, but only to cover loss resulting from accidental
injury thereafter sustained.

Form B. (B) 3. If default be made in the payment of
the agreed premium for this policy, the subsequent
acceptance of a premium by the insurer or by any
of its duly authorized agents shall reinstate the pol-
icy but only to cover such sickness as may begin
more than ten (10) days after the date of such
acceptance.

Form C. (C) 3. If default be made in the payment of
the agreed premium for this policy, the subsequent
acceptance of a premium by the insurer or by any of
its duly authorized agents shall reinstate the policy
but only to cover accidental injury thereafter sus-
tained and such sickness as may begin more than ten
(10) days after the date of such acceptance.

providion SE~C. .20.08 Standard Provision Number 4-No-
notice of tice ofClaim: There shall be a standard provision
claim, relative to time of notice of claim, which shall be in
Three forms
provided: any of the three following forms: Form (A) shall
A. B, and C. be used in policies which insure only against loss

from accident; form (B) shall be used in policies
which insure only against loss from sickness, and
form (C) shall be used in policies which insure
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against loss from both accident and sickness and in
all schedule type policies. If form (A) or form (C)
is used the insurer may at its option add thereto the Words

optional
following: "In event of accidental death immediate for A and C

notice thereof must be given to the insurer." The frs
words in parentheses [parenthesis] may be used
only in schedule type policies.

(A) 4. Written notice of injury on which claim Form, A.

may be based must be given to the insurer within
twenty (20) days after the date of the accident caus-
ing such injury.

(B) 4. Written notice of sickness on which Form Bl.
claim may be based must be given to the insurer
within ten (10) days after the commencement o.%
the disability from such sickness.

(C) 4. Written notice of injury or of sickness Form C.

(if covered by this policy) on which claim may be
based must be given to the insurer within twenty
(20) days after the date of the accident causing such
injury or within ten (10) days after the commence-
ment of disability from such sickness.

SEC. .20.09 Standard Provision Number 5-Suffi- Standard
provision

ciency of Notice: There shall be a standard provision nubr5

relative to sufficiency of notice of claim, which shall of notice.

be in the following form and in which the insurer
shall insert in the blank space such office and its
location as it may desire to designate for such pur-
pose of notice.

5. Such notice given by or in behalf of the in- Form.

sured or beneficiary, as the case may be, to the
insurer at ................................... or to any authorized
agent of the insurer, with particulars sufficient to
identify the insured, shall be deemed to be notice
to the insurer. Failure to give notice within the
time provided in this policy shall not invalidate any
claim if it shall be shown not to have been reason-
ably possible to give such notice and that notice
was given as soon as was reasonably possible.
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Standard SEC. .20.10 Standard Provision Number 6-Forms
provision
number 6-- for Proof: Teeshall be a standard prvso 1eaforms forThrprvsorea
proof. tive to furnishing forms for the convenience of the

insured in submitting proof of loss, as follows:
6. The insurer upon receipt of such notice, will

furnish to the claimant such forms as are usually
Form, furnished by it for filing proofs of loss. If such forms

are not so furnished within fifteen (15) days after
the receipt of such notice, the claimant shall be
deemed to have complied with the requirements of
this policy as to proof of loss upon submitting within
the time fixed in the policy for filing proofs of loss,
written proof covering the occurrence, character and
extent of the loss for which claim is made.

Standard SEC. .20.11 Standard Provision Number 7-Time
nubr -for Filingoof There shall bastnrdprovision

time for Pof easadr
Miing proof. relative to filing proof of loss which shall be in the
Forms ap: one of the following forms appropriate to-the indem.-

prae:
Ar,'.antd C.nities provided. The words in parentheses [paren-

thesis] may be used only in schedule type policies.
Form A. (A) 7. Affirmative proof of loss must be fur-

nished to the insurer at its said office within ninety
(90) days after the date of the loss for which claim
is made.

Form B. (B) 7. Affirmative proof of loss must be fur-
nished to the insurer at its said office within ninety
(90) days after the termination of the period of dis-
ability for which the insurer is liable.

Form C. (C) 7. Affirmative proof of loss must be fur-
nished to the insurer at its said office in case of claim
for loss of time from disability (if covered by this
policy) within ninety (90), days after the termina-
tion of the period for which the insurer is liable,
and in case of claim for any other loss, within ninety
(90) days after the date of such loss.

Standard SEC. .20.12 Standard Provisions Number 8-Ex-
provisions
number 8- amination and Autopsy: Except in the case of trans-
examination
and autopsy. portation ticket policies, there shall be a standard
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provision, relative to examination of the person of
the insured and relative to autopsy, which shall be
in the following form:

8. The insurer shall have the right and oppor- Form.

tunity to examine the person of the insured when
and so ofken as it may reasonably require during
the pendency of claim hereunder, and also the right
and opportunity to make an autopsy in case of death
where it is not forbidden by law.

SEC. .20.13 Standard Provision Number 9-In- Standard

demnities Payable When: There shall be a standard nubr -

provision relative to the time within which pay - =he

ments other than those for loss of time on account Two forms

of disability shall be made. Suich provision shall be forms
in either of the following two forms and may be adB

omitted from any policy providing only indemnity
for loss of time on account of disability. The insurer
shall insert in the blank space either the word "im-
mediately" or- appropriate language to designate such
period of time, not more than sixty (60) days, as it
desires. Form (A) shall be used in policies which
do not provide indemnity for loss of time on account
of disability and form (B) in policies which do so
provide and in all schedule type policies.

(A) 9. All indemnities provided in this policy Form A.

will be paid................................... after receipt of due
proof.

(B) 9. All indemnities provided in this policy Form B.

for loss other than that of time on account of dis-
ability will be paid ...............................................after
receipt of due proof.

SEC. .20.14 Standard Provision Number 10- Standard
provision

Periodical Payment of Indemnities: There shall be numnber 10--
periodical

a standard provision relative to periodical payments Facejtois
of indemnity for loss of time on account of disability.
Such provision shall be in the following form and
may be omitted from any policy not providing for
such indemnity. The insurer shall insert in the
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blank space of the form any period of time not ex-
ceeding sixty (60) days. The words in parentheses
[parenthesis] may be used only in schedule type
policies.

Form. 10. Upon request of the insured and subject to
due proof of loss all accrued indemnity for loss of*
time on account of disability (if covered by this
policy) will be paid at the expiration of each
.......................... during the continuance of the period
for which the insurer is liable, and any balance re-
maining unpaid at the termination of such period
will be paid immediately upon receipt of due proof.

Standard SEC. .20.15 Standard Provision Number 11-In-
prviinnubr 11- demnities, to Whom Payable: There shall be a

indemnities,
to whom standard provision relative to indemnity payments
payable.

which shall be in either of the two following forms.
Two forms Form (A) shall be used in policies which designate

rovided:
A and B. a beneficiary and in all schedule type policies, and

form (B) in policies which do not designate any
beneficiary other than the insured:

Form A. (A) 11. Indemnity for loss of life of the insured
is payable to the beneficiary if surviving the insured,
and otherwise to the estate of the insured. All other
indemnities of this policy are payable to the insured.

Form B. (B) 11. All the indemnities of this policy are
payable to the insured.

Standard SEC. .20.16 Standard Provision Number 1 2-Can-
provision
number 12- cel lation by the Insured: Except in the case of trans-
cancellation
by the praintce oiis hr hl easadr
insured. praintce oiis hr hl easadr

provision providing for cancellation of the policy
at the instance of the insured, which shall be in the
following form:

Form. 12. If the insured shall at any time change his
occupation to one classified by the insurer as less
hazardous than that stated in the policy, the insurer,
upon written request of the insured, and surrender
of the policy, will cancel the same and will return
to the insured the unearned premium.
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SEC. .20.17 Standard Provision Number 13- Standard

Rights of Beneficiary: There shall be a standard rights o

provision relative to the rights of the beneficiary beneflciary.

under the policy. Such provision shall be in the
following form and may be omitted from any policy
not designating a beneficiary. The words in paren-
theses [parenthesis] may be used only in schedule
type policies.

13. Consent of the beneficiary (if designated in Form.

this policy) shall not be requisite to surrender or
assignment of this policy, or to change of beneficiary,
or to any other changes in the policy.

SEC. .20.18 Standard Provision Number 14 - Standard
provision

Time for Suits: There shall be a standard provision number 14-
time for

limiting the time within which suit may be brought suits.
upon the policy, as follows:

14. No action at law or in equity shall be brought For..

to recover on this policy prior to the expiration of
sixty (60) days after proof of loss has been filed
in accordance with the requirements of this policy,
nor shall such action be brought at all unless brought
within two (2) years from the expiration of the time
within which proof of loss is required by the policy.

SEC. .20.19 Standard Provision Number 15 - Standard
provision

Time Limitations: There shall be a standard provi- number 15--
time

Sion relative to time limitations of the policy, as limitations.

follows:
15. If any time limitation of this policy with Form.

respect to giving notice of claim or furnishing proof
of loss is less than that permitted by the law of the
state in which the insured resides at the time this
policy is issued, such limitation is hereby extended
to agree with the minimum period permitted by such
law.

SEC. .20.20 Optional Standard Provisions: 1. A Optional

disability policy issued or delivered to any person in provisions.

this state and containing any provision set forth
below shall embody such provisions in the words

[411 ]
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and figures and in the order set forth for optional
standard provisions by this article:

Cancellation. (1) Relative to cancellation at the instance of
the insurer.

Limitation ()Lmtn~teaon ft u
on indemnity., 2 iiig h muto indemnity t u

less than the amount stated in the policy and for
which the premium has been paid.

deducion. (3) Providing for the deduction of any premium
from the amount paid in settlement of claim.

Other
insurance. (4) Relative to other insurance by the same

insurer.
Age limits. (5) Relative to the age limits of the policy.

Such provisions are hereby designated "optional
standard provisions."

ftthA' rer 2. The insurer may at its option omit from the
policy any such optional standard provision.

Must follow 3. Such optional standard provisions, if inserted
standard
provisions, in the policy, shall immediately succeed the standard

provisions named in this article.

snad SEC. .20.21 O~ptonal Stadad rovision ivum-
provision ber 16-Cancellation by Insurer: There may be an
number 16-.
cacllton optional standard provision relative to cancellation

of the policy at the instance of the insurer, as follows:
Frorm. 16. The insurer may cancel this policy at any

time by written notice delivered to the insured or
mailed to his last address, as shown by the records
of the insurer, together with cash or the insurer's
check for the unearned portion of the premiums
actually paid by the insured, and such cancellation
shall be without prejudice to any claim originating
prior thereto.

Optional SEC. .20.22 Optional Standard Provision Num-
standard
provision ber 17-Reduction of Indemnities-Other Insurance:
number 17-
reduction Thrmabeastnadeliv
of indemni- Teemybanoptional stnadprovision rltv
ties-other rdcin ~ aon
insurance, to rdcinof thle amutof indemnity to a sum

less than that stated in the policy, as follows:
Form. 17. If the insured shall carry with another com-

pany, corporation, association or society other in-
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surance covering the same loss without giving writ-
ten notice to the insurer, then in that case the insurer
shall be liable only for such portion of the indemnity
promised as the said indemnity bears to the total
amount of like indemnity in all policies covering
such loss, and for the return of such part of the
premium paid as shall exceed the pro rata for the
indemnity thus determined.

SEC. .20.23 Optional Standard Provision Num- optional
standard

ber 1 8-Deduction of Premiums: There may be an provision

optional standard provision relative to deduction of deduction of
premiums.

premium upon settlement of claim, as follows:
18. Upon the payment of claim hereunder any Form.

premium then due and unpaid or covered by any
note or written order may be deducted therefrom.,

SEC. .20.24 Optional Standard Provision Num- Optional
standard

ber 19-Excess Insurance: There may be an optional provision
bybe exces

standard provision relative to other insurance insurce

the same insurer. It shall be in the one of the fol- Four forms
lowing forms appropriate to the indemnities pro- provided:

forms A, B,
vided. In the blank spaces the insurer shall insert C and D.
such upward limits of indemnity as are specified in
the insurer's classification of risks on file with the
Commissioner. In lieu of the phrase "like policy
or policies" the insurer may, with the Commis-
sioner's approval, designate a specific kind or kinds
of policies.

(A) 19. If a like policy or policies, previously For- A.
issued by the insurer to the insured be in force con-
currently herewith, making the aggregate indemnity
in excess of $ .............. the excess insurance shall
be void and all premiums paid for such excess shall
be returned to the insured.

(B) 19. If a like policy or policies, previously Formn B

issued by the insurer to the insured be in force con-
currently herewith, making the aggregate indemnity
for loss of time on account of disability in excess of
$ ............. weekly, the excess insurance shall be void
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and all premiums paid for such excess shall be re-
turned to the insured.

Form C. (C) 19. If a like policy or policies, previously
issued by the insurer to the insured be in force con-
currently herewith, making the aggregate indemnity
for loss other than that of time on account of dis-
ability in excess of $ .............. or the aggregate in-
demnity for loss of time on account of disability in
excess of $.............. weekly, the excess insurance of
either kind shall be void and all premiums paid for
such excess shall be returned to the insured.

Form D. (D) 19. Insurance effective at any one time on
any person under ticket policies in this insurer is lim-
ited to ......................... such policies, and the insurer
will return to the insured all premiums paid for
ticket policies in excess thereof.

Optional SEC. .20.25 Optional Standard Provision Num-
standard
provision her 20-Age Limits: There may be an optional
number 20--
age limits, standard provision relative to the age limits of the

policy. It shall be in the following form and in the
blank spaces the insurer shall insert such number
of years as it elects:

Form. 20. The insurance under this policy shall not
cover any person under the age of .....years nor
over the age of .....years. Any premium paid to
the insurer for any period not covered by this policy
will be returned upon request.

Insured' s SEC. .20.26 Insured's Violation of Law: Any
of law, provision in a disability policy which affects the
Required
Provision. liability of the insurer because of any violation of

law by the insured shall provide in substance that
the insurer shall not be liable for death, injury
incurred or disea.:Ie contracted, to which a con-
tributing cause is the insured's commission of, or
attempt to commit an assault or felony or which
occurs while the insured is engaged in an illegal occu-
pation.
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SEC. .20.27 Use of L'iquor-Narcotics: Any pro- iof-

vision in a disability policy which affects the lia- narcotics.

bility of the insurer because of the insured's use of pr~ln

intoxicating liquor or narcotics during the term of
the policy shall provide in substance that the insurer
shall not be liable for death, injury incurred or
disease contracted while the insured is under the
influence of narcotics unless administered on the
advice of a physician, or while the insured is intoxi-
cated.

SEC. .20.28 Misstatement of Age: Any provision Misstatement

in a disability policy which affects the liability of optial

the insurer because of a misstatement of age of the provision.

insured may provide that the policy shall in no
event cover any person under or over the ages as
specified therein, and shall provide in substance that
if the age of the insured has been misstated, any
amount payable under the policy shall be such as
the premium would have purchased at the correct Required

age, except that if the policy would not have been poiin

issued at the correct age under the insurer's rules
on file with the Commissioner, then the policy shall
be void; further, that any premium paid to the in-
surer for any period not covered by the policy will
be returned upon request.

SEC. .20.29 Facility of Payment: The insurer payieit.o

may include in the policy in position immediately optional
following Standard Provision Number 11, or imme- provision,

diately following the Standard Provisions and Op-
tional Standard Provisions, a clause which shall be
captioned "Facility of Payment," and which may
provide in substance, with such modifications as
may be required by the coverage provided by the 3,fleneiiry

notpolicy, that if there is no designated beneficiary as designated.

to all or any part of the insurance at the death of
the insured, whether such insurance represents a
death benefit or accrued but unpaid disability bene-
fits, then the amount of insurance payable for which
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there is no designated beneficiary, shall be payable
to the insured's estate, except that the insurer may
in such case, at its option, pay such insurance, if the
amount thereof does not exceed five hundred dollars
($500), to any one* or more of the following surviving
relatives of the insured: wife, husband, mother,
father, child or children, brothers or sisters. Pay-
ments so made shall discharge the insurer's obliga-
tion with respect to the amount of insurance so paid.

Noncancel- SEC. .20.30 Noncancellable Policies - Required
lable policies
-re 'ured Provisions: Every noncancellable disability policy,

in addition to the standard provisions, shall contain
in substance the following provision or provisions
which in the Commissioner's opinion are more favor-
able to the policyholder:

Incontest- (1) A provision that the contract shall be in-
able.

contestable as to any statement made in the applica-
tion after it has been in force during the lifetime,
and without disability of the insured for a period of
three (3) years from date of issue. This provision
shall not apply to any policy which does not provide
benefits for sickness for more than two (2) years.

Grace period. (2) A provision that the insured is entitled to a
grace period of not less than ten (10) days within
which the payment of any premium after the first
may be made, subject at the option of the insurer to
an interest charge not in excess of six per cent (6%7)
per annum. for the number of days of grace elapsing
before the payment of the premium, during which
period of grace the policy shall continue in full force,
but in case the policy becomes a claim by death, in-
jury or disablement of the insured occurring during
such period of grace before the overdue premiums

Premium or the deferred premiums of the current policy year,
deduction. if any, are paid, the amount of such premiums, to-

gether with interest on any overdue premium, may
be deducted from any amount payable under the
policy in settlement.
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SEC. .20.31 Reduction21 of Indemnities-Noncan- RecluctI11 11

cellable Policies: A policy of disability insurance, ]bpoliies

which provides in substance that the insured may
continue the policy in force for a period of not less
than five (5) years after its effective date, during
which period the insurer can not terminate it, may,
in lieu of Optional Standard Provision 17 set forth
in section .20.22, provide in substance that if the total
monthly amount of benefits promised in all policies Ratio of

ocertificates of accident, health ordisability isr arnigtor or n ~s ering to
ance upon the insured, whether payable weekly or benefits.

monthly, exceeds the average monthly earnings of
the insured for the period of two (2) years imme-
diately preceding a disability for which claim is
made, then the insurer will be liable only for such
proportionate amount of the promised benefits spec-
ified in the policy as the amount of such average
monthly earnings of the insured bears to the total
amount of monthly benefits promised under all such
policies or certificates upon the insured at the time
of such disability, and that such part of the pre-
miums paid during suc~h two (2) years as exceeds
the pro rata amount of the premiums for the bene-
fits actually paid thereunder will in such case, be
returned; but that:

(1) Such proration shall not reduce the total Redu~ction

monthly amount of the benefits payable, under all
such policies or certificates upon the insured, below
the sum of one hundred dollars ($100), or the sum
of the monthly benefits specified in such policies or
certificates, whichever is the lesser.

(2) Such proration shall not apply, to benefits Exceptions.
payable in the event of the entire and irrecoverable
loss of sight of both eyes, or the severance of both
hands or both feet, or one hand and one foot.

(3) If payments have been made under the pol- Prior%

icy for previous disability which existed within paymens.

three (3) calendar years prior to commencement of
the disability for which claim is made, and the aver-

-14
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age monthly earnings of the insured for the period
of t; io (2) years immediately preceding the previous
disability were greater in amount than the average
monthly carnings for the period of two (2) years im-
mediately preceding the current disability, then the
proportion of the average monthly earnings for the
earlier period in lieu of such earnings for the later
period will be taken as the basis for computing the
proportion of the benefits to be paid the insured
under this provision of the policy.,

Schedule SEC. .20.32 Schedule Type Policies Defined: As
type
poiicies used in this article, "schedule type policies" means
defined.

policies which by their terms afford insurance only
with respect to such and so many of the various types
of coverage described in the forms thereof as for
which separate premium charges are made and spec-
ified in a schedule on the first page thereof.

Transporta- SE...3TrnprainTcePoiyDfed
tion ticket SE..03TrnprainTcePoiyDfed

PeliC'nYd A transportation ticket policy is any ticket policy of
disability insurance sold at transportation stations,
ticket offices or travel bureaus by the employees of
railroads, steamship lines, air lines and other organi-
zations engaged in transporting persons as common
carriers, or by individuals or employees of persons
engaged in selling transportation on such common
carriers, having as its dominant feature the protec-
tion of the insured from a transportation hazard.

FaIMly SEC. .20.34 Family Expense Disability Insurance:expense
isuaility 1. Family expense disability insurance is that coy-

Dependents ering members of any one family including one or
underl8
years. both spouses and dependents under eighteen (18)

years of age, provided under a master policy issued
to the head of the family.

Any insurer 2.Any authorized disability insurer may issuemay issue. 2
family expense disability insurance.

3. A disability policy providing such family ex-
pense coverage, in addition to other provisions re-
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quired to be contained in disability policies under proviions

this article, shall contain the following provisions:
(1) A provision that the policy and the applica_ ~ttlr

tion of the head of the family shall constitute the
entire contract between the parties.

(2) A p3rovision that to the family group origi- Addition of
new

nally insured shall, on notice to the insurer, be added melmbers,

from time to time all new members of the family as
they become eligible for insurance in such family
group, and on the payment of such additional pre-
mium as may be required therefor.

SEC. .20.35 Franchise Plan: 1. Disability in- plI~an.

surance on a franchise plan is that issued to
(1) five (5) or more employees of a commonemlyr

employer, or to
(2) ten (10) or more members of any bona Trade,

association
fide trade or professional association or labor union, or union.

which association or union was formned and exists
for purposes other than that of obtaining insurance,
and under which such employees or members, with
or without their dependents, are issued individual
policies which may vary as to amounts and kinds
of coverage as applied for, under an arrangement
whereby the premiums on the policies are to be paid
to the insurer periodically by the employer, with or
without payroll deductions, or by the association, or
by some designated employee or officer of the asso-
ciation acting on behalf of the employer or associa-
tion members.

2. An insurer may charge different rates, pro- Rates and
provisions

vide different benefits, or employ different under- malIyd vary ifI

writing procedure for individuals insured under a criminatory.

franchise plan, if such rates, benefits, or procedures
as used do not discriminate as between franchise
plans, and do not discriminate unfairly as between
individuals insured under franchise plans and indi-
viduals otherwise insured under similar policies.
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Extebided SEC. .20.36 Extended Disability Benefit: A dis-
benefit. ability insurance contract which provides a reason-
Limitation, able amount of disability indemnity for both acci-

dental injuries and sickness, other than a contract
of group or blanket insurance, may provide a benefit
in amount not exceeding two hundred dollars ($200)
payable in event of death from any causes. Such
benefit shall be deemed to constitute th-, payment of
disability benefits beyond the period for which other-
wise payable, and shall not be deemed to constitute
life insurance.

Installment SEC. .20.37 Installment Settlements: The re-
ments. quirement for the payment of the accidental death
Permissable ~ o

on ond- bneft o adisability insurance contract within the
tions. period set forth in Standard Provision No. 9 of the

policy as prescribed by section .20.13 shall be deemed
complied with by payment of such benefit in in-
stallments in compliance with the following con-
ditions:

Election in (1 Thplcprvdpamn
writing, by ()Te poiyshall poiefor thepamn
insurer orbeeiir spcfd
beneflciary, of such benefit to a named bnfcayinspcfe

installments, as elected in writing by the insured
during his lifetime or by the beneficiary, and which
election is made a part of the policy.

Election by (2) If such election for the pyetof theinsured notpamn
alienation benefit in installments was made by the insured,

the- benefit shall not be subject to commutation, or
to alienation by the beneficiary.

Pay ment of (3) The first of such installments shall be
first in-
stallment, payable, and shall actually be paid to the beneficiary,

within the period designated for payment of in-
demnities generally under such Standard Provision
No. 9.

lIncontcsta- SEC. .20.38 Incontestability After Reinstate-
bility after
reinstate- ment: The reinstatement of any policy of noncan-
inent.

cellable disability insurance hereafter delivered or
issued for delivery in this state shall be contestable
only on account of fraud or misrepresentation of
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facts material to the reinstatement and only for the
same period following reinstatement as is provided
in the policy with respect to the contestability thereof
after the original issuance of the policy.

ARTICLE TWENTY-ONE

GROUP AND BLANKET DISABILITY INSURANCE

SEC. .21.01 Group Disability Insurance Defined: Gru

Group disability insurance is that form of disability insurance
defined.

insurance provided by a master policy issued to an
employer, to a trustee appointed by an employer
or employers, or to an association of employers
formed for purposes other than obtaining such in-
surance, covering, with or without their dependents,
the employees, or specified categories of the em-
ployees, of such employers or their subsidiaries or
affiliates, or issued to a labor union, or to an associa-
tion of employees formed for purposes other than
obtaining such insurance, covering, with or without
their dependents, the members, or -,pecified cate-
gories of the members, of the labor union or associa-
tion, or issued pursuant to section .21.03.

SEC. .21.02 "Employees"-"Employer" Defined: "%mployees',
The term "employees" as used in this article shall, defined.

be deemed to include as employees of a single em- Employees.

ployer, the compensated officers, managers, and em-
ployees of the employer and of subsidiary or affiliated
corporations of a corporation employer, and the
individual proprietors, partners, and employees of
individuals and firms of which the'business is con-
trolled by the insured employer through stock own-
ership, contract or otherwise. The term "employer" Employer.
as used in this article shall be deemed to include any
municipal corporation or governmental unit, agency
or department thereof as well as private individuals,
firms, corporations and other persons.

SEC. .21.03 Health Care Groups: A policy of Health
care groups.

group disability insurance may be issued to a cor-
poration, as policyholder, existing primarily for the
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Limitation. purpose of assisting individuals who are its sub-
scribers in securing medical, hospital, dental, and
other health care services for themselves and their
dependents, covering all and not less than five hun-
dred (500) such subscribers and dependents, with
respect only to medical, hospital, dental, and other
health care services.

"Blanket" SC 2.4"lne"Dsblt nuac e
disability SC 2.4"lne"Dsblt nuac e
insurance fined: 1. Any policy or contract of disability in-
defined.

surance which conforms with the description and
complies with the requirements contained in one
of the following five (5) items shall be deemed a
blanket disability insurance policy:

Common ()Apolicy issued toanycomnarirfcarrier of ()At comncrirf
passengers. passengers, which carrier shall be deemed the policy-

holder, covering a group defined as all persons who
may become such passengers, and whereby such
passengers shall be insured against loss or damage
resulting from death or bodily injury either while,,
or as a result of, being such passengers.

Volunteer, (2) A policy issued in the name of any vol-
lance or unteer fire department, first aid or ambulance squad
police or-ganization. or volunteer police organization, which shall be

deemed the policyholder, and covering all'the mem-
bers of any such organization against loss from
accidents resulting from hazards incidental to duties
in connection with such organizations.

Community (3) A policy iseintenameofayetb
organiztionisudithofayetb
for volun-

tee wrkrs lshed org~anization whether incorporated or not,
having community recognition and operated for the
welfare of the community and its members and not
for profit, which shall be deemed the policyholder,
and covering all volunteer Workers who serve with-
out pecuniary compensation and the members of
the organization, against loss from accidents occur-
ring while engaged in the actual performance of
duties on behalf of such organization or in the
activities thereof.

[ 422 ]



SESSION LAWS, 1947. [C1u. 79.

(4) A policy issued to an employer, who shall ElPoyers.
be deemed the policyholder, covering any group
of employees defined by reference to exceptional
hazards incident to such employment, insuring such
employees against death or bodily injury resulting
while, or from, being exposed to such exceptional
hazards.

(5) A policy covering students or employees Co~l

issued to a college, school, or other institution of Institutions.

learning or to the head or principal thereof, who
or which shall be deemed the policyholder.

2. Nothing contained in this section shall be Liability of

deemed to affect the liability of policyholders for 1Eoicdrsunaff ected.
the death of or injury to, any such member of such
group.

3. Individual applications shall not be required iniida

from individuals covered under a blanket disability not required,

insurance contract.

SEC. .21.05 Standard Provisions, Group, Blanket Standard
provisions,

Policies: Every policy of group or blanket disability g :ou?
insurance shall contain in substance the provisions Policies.

as set forth in sections .21.06 to .21.09 inclusive, or iprequIeds

provisions which in the opinion of the Commissioner
are more favorable to the individuals insured, or
at least as favorable to such individuals and more
favorable to the policyholder. No such policy of Prohibted

group or blanket disability insurance shall contain
any provision relative -to notice or proof of loss, or
to the time for paying benefits, or to the time within
which suit may be brought upon the policy, which
in the opinion of -the Commissioner is less favorable
to the individuals insured than would be permitted
by the standard provisions required for individual
disability insurance policies.

SEC. .21.06 The Contract, Representations: The contract,

There s9hall be a provision that a copy of the appli-
cation, if any, of the policyholder shall he attached
to the policy when issued; that all statements made
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by the policyholder or by the individuals insured
shall in the absence of fraud be deemed represen-
tations and not warranties, and that no statement
made by any individual insured shall be used in
any contest unless a copy of the instrument contain-
ing the statement is or has been furnished to such
individual or to his beneficiary, if any.

Payment of SEC. .12.07 Payment of Premiums: There shall
be a provision that all premiums due under the
policy shall be remitted by the employer or em-
ployers of the persons insured, by the policyholder,
or by some other designated person acting on be-
half of the association or group insured, to the
insurer on or before the due date thereof with such
period of grace as may be specified therein.

Certificates. SEc. .2 1.08 Certificates: In group disability in-
surance policies there shall be a provision that the
insurer shall issue to the employer, the policyholder,
or other person or association in whose name such
policy is issued, for delivery to each insured em-
ployee or member, an individual certificate setting
forth in summary form a statement of the essential
features of the insurance coverage, and to whom
the benefits thereunder are payable. If family mem-
bers are insured, only one certificate need be issued
for each family. This section shall not apply to
blanket disability insurance policies.

Ate limi- SEc. .21.09 Age Limitations: There shall be a
Ions, provision specifying the ages, if any there be, to

which the insurance provided therein shall be lim-
ited; and the ages, if any there be, for which addi-
tional restrictions are placed on benefits, and the
additional restrictions placed on the benefits at
such ages.

Examination SEC. .21.10 Examination and Autopsy: There
andauopy.may be a provision that the insurer shall have the

right and opportunity to examine the person of the
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insured employee, member or dependent when and
so often as it may reasonably require during the
pendency of claim under the policy anid also the
right and opportunity to make an autopsy in case
of death where it is not prohibited by law.

SEC. .21.11 Payment of Benefits: The benefits b~agent of

payable under any policy or contract of group or
blanket disability insurance shall be -payable to the
employee or other insured member of the group Payable to

employee,
oto the beneficiary designated by himn, other than memsurdr

the policyholder, employer or the association or b esine y

any officer thereof as such, subject to provisions of
the policy in the event there is no designated bene-
ficiary as to all or any part of any sum payable at
the death of the individual insured.

SEC. .21.12 Readjustment of Premiums-Divi- fl'eadius t-

dends: Any contract of group disability insurance premium.

may provide for the readjustment of the rate of
premium based on the experience thereunder at
the end of the first year or of any subsequent year
of insurance thereunder, and such readjustment may
be made retroactive only for such policy year. Any
refund under any plan for readjustment of the
-rate of premium based on the experience under group
policies heretofore or hereafter issued, and any divi- Dividends.

dend paid under such policies may be used to reduce
the employer's share of the cost of the coverage,
-except that if the aggregate refunds or dividends
under such group policy and any other group policy
or contract issued to the policyholder exceed the
aggregate contributions of the employer toward the
cost of the coverages, such excess shall be applied
by the policyholder for the sole benefit of insured
employees.
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ARTICLE TWENTY-TWO

Casualty CASUALTY INSURANCE
i1surane. SEC. .22.02 Assigned Risk Plans: The Commis-
Assigned
risk plans. sioner shall, after consultation with the insurers li-

censed to write motor vehicle lia 'bility insurance in
Commis- this state, approve a reasonable plan or plans for
sioner to
approve plan. the equitable apportionment among such insurers

of applicants for such insurance who are in good
faith entitled to but are unable to procure insurance
through ordinary methods and, when such plan, has
been approved, all such insurers shall subscribe
thereto and shall participate therein. Any applicant
for such insurance, any person insured under such

Appeals to plan and any insurer affected may appeal to the
stoner. Commissioner from any ruling or decision of the

manager or committee designated to operate such
plan.

ARTICLE TWENTY-THREE

Life insur- LIFE INSURANCE AND ANNUITIES
ance andannuities. SEC. .23.01 Scope of Article: The provisions of
Srcpe.o this article apply to contracts of life insurance and

annuities other than group life insurance, group
annuities, and, 'except for sections .23.26, .23.27,
.23.34, and .23.35, other than industrial life insurance.

Standard SEC. .23.02 Standard Provisions Required: 1.
provisions
required. No policy of life insurance other than industrial,

group and pure endowments with or without return
of premiums or of premiums and interest, shall be
delivered or issued for delivery in this state unless

Annuity it contains in substance all of the provisions required
contracts
excluded, by section .23.03 to section .23.13 inclusive. This

provision shall not apply to annuity contracts.
Single 2. Any of such provisions or portions thereof
premium
or term not applicable to single premium or term policies

poliies, shall to that extent not be incorporated therein.

Grace SEC. .23.03 Grace Period: There shall be a pro-period, vision that the insured is entitled to a grace period
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of one (1) month, but not less than thirty (30) days,
within which the payment of any premium after Interest
the first may be made, subject at the option of the optional.

insurer to an interest charge not in excess of six
per cent (6%) per annum for the number of days
of grace elapsing before the payment of the premium,
during which periods of grace the policy shall con-
tinue in force, but in case the policy becomes a claim
during the grace period before the overdue premium
is paid, or the deferred premiums of the current pol- Premium
icy year, if any, are paid, the amount of such pre- deduction.

mium. or premiums with interest thereon may be de-
ducted in any settlement under the policy.

SEC. .23.04 Entire Contract: In all such policies Entire

other than those containing a clause making thecota.
policy incontestable from date of issue, there shall
be a provision that the policy and the application
theref or, if a copy thereof has been endorsed upon
or attached to the policy at issue and made a part
thereof, shall constitute the entire contract between
the parties, and that all statements made by the ap-
plicant or by the insured, shall, in the absence of
fraud, be deemed representations and not warran-
ties.

SEC. .23.05 Incontestability: There shall be a Incontesta-
provision that the policy shall be incontestable after billty.

it has been in force during the lifetime of the in-
sured for a period of two (2) years from its date
of issue, except for nonpayment of premiums and
except, at the option of the insurer, as to provisions
relative to benefits in event of total and permanent
disability and as to provisions which grant addi-
tional insurance specifically against accidental death.

SEC. .23.06 Misstatement of Age: There shall Misstate-
ment of

be a provision that if it is found that the age of age.

the insurer (or the age of any other individual con-
sidered in determining the premium) has been
misstated, the amount payable under the policy

[427 3
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shall be such as the premium would have purchased
at the correct age or ages, according to the insurer's
rate at date of issue.

Participalltion SEC. .23.07 Par ticipation in Surplus: 1. In all
in surpls policies which provide for participation in the in-

surer's surplus, there shall be a provision that the
policy shall so participate annually in the insurer's
divisible surplus as apportioned by the insurer, be-

To be in flning not later than the end of the third policy
not latfer gi
than end of year. Aypolicy cotiigprovision frana
third year. AnVotiigfrana

participation beginning at the end of the first policy
year, may also provide that each dividend shall

Mnah borai be paid subject to the payment of the premiums for
pemium. the next ensuing year. The insured under any annual

dividend policy shall have the right each year to
have the current dividend arising from such par-
ticipation either paid in cash, or applied in accord-
ance with such other dividend option as may be
specified in the policy and elected by the insured.

Failure of
insured to The policy shall further provide which of the op-
elect. tions shall be effective if the insured shall fail to

notify the insurer in writing of his election within
the period of grace allowed for the payment of pre-
mium.

Exceptions. 2. This section shall not apply to paid-up non-
forfeiture benefits nor paid-up policies issued on
default in payment of premiums.

Policy loan. SEC. .23.08 Policy Loan: 1. There shall be a pro-
To be made vision that after three (3) full years' premiums
after pay-
ment of three hv enpi hroteisrra n ie
premium. while the policy is in force, will advance, on proper

assignment or pledge of the policy and on the sole
security thereof,' at a specified rate of interest not

Maximum exceeding six per cent (6%) per annum, or if pay-
intret ato.able in advance such interest shall not exceed the

rate of five and seven-tenths per cent (5-7/10%y), a
sum to be determined as follows:
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(1) If such policy is issued prior to the opera-
tive date of section .23.35, the sum, including any
interest paid in advance but not beyond the end
of the current policy year, shall be equal to or at Amnount if

Insured prior
the option of the owner of the policy less than, the to operative

date of
reserve at the end of the current policy year on Sec. .23.35.

the policy and on any dividend additions thereto,
less a sum not more than two and one-half per cent
(2 / _%) of the amount insured by the policy and
of any dividend additions thereto. The policy may May defer

contain a provision by which the insurer reserveslon
the right to defer the making of the loan, except
when made to pay premiums, for a period.not ex-
ceeding six (6) months after the date of application
theref or.

(2) If such policy is issued on or after such Amount If
insured on or

operative date, the sum, including any interest to after oper-
ofiv S e3..

the end of the current policy year shall not exceedofSe.2.5
the cash surrender value at the end of the current
policy year, as required by section .23.35.

2. Such policy shall further provide that the Deductions

insurer may deduct from such loan value any by insurer.

existing indebtedness on the policy (unless such
indebtedness has already been deducted in deter-
mining the cash surrender value) and any unpaid
balance of the premium for the current policy year;
and that if the loan is made or repaid on a date
other than the anniversary of the policy, the insurer
shall be entitled to interest for the portion of the
current policy year at the rate of interest specified
in the policy.

3. Such policy may further provide that if the iNon-pay-

interest on the loan is not paid when due, it shall loan.

be added to the existing indebtedness and shall bear
interest at the same rate; and that if and when the
total indebtedness on the policy, including interest
due or accruing, equals or exceeds the amount of Termination.

the loan value thereof which would otherwise exist
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at such time, the policy shall terminate in full set-
tlement of such indebtedness and become void; ex-
cept, that it shall be stipulated in the policy that
no such termination shall be effective prior to the

Notice of expiration of at least thirty (30) days after notice
-termination, of the pendency of the termination was mailed by

the insurer to the insured and the assignee, if any,
at their respective addresses last of record with the
insurer.

May defer 4. The insurer shall provide in any policy is-
polan onssu ed sued on or after the operative date of section .23.35
a fter oper-ative date that the making of any loan, other than a loan toof Sec. .23.35.

pay premiums, may be deferred for not exceeding
six (6) months after the application for the loan
has been received by it.

Table of SEC. .23.09 Table of Values and Options:Thrvalues andThr
options, shall be a table showing in figures the loan value,

if any, and any options available under the policy
each year upon default in premium payments, dur-
ing at least the first twenty (20) years of the policy,
or for its life if maturity or expiry occurs in less
than twenty (20) years.

Nonfor- SEC. .23.10 Nonforfeiture Options: There shall
feiture
options, be a provision specifying the option to which the

policyholder is automatically entitled in the absence
of the election of other nonforfeiture options upon
default in premium payment after nonforfeiture
values become available.

Table of SEC. .23.11 Table of Intalens If the plcinstallments,.f~samns f plc
If not provides for payment of its proceeds in installments
included in
poliyCorn- or as an annuity, a table showing the amount and
missioner
mnay author- period of such installments or annuity shall be in-
I'e filing
of tables. clude1 in the policy. Except, that if in the judgment

of the Commissioner it is not practical to include
certain tables in the policy, the requirements of
this section may be met as to such policy by the
insurer filing such tables with the Commissioner.

[430]1

CH. 79.]



SESSION LAWS, 1947. EH 9

SEC. .23.12 Reinstatement: There shall be a pro- Rleinstate-ment.
vision that the policy may be reinstated at any time
within three (3) years after the date of default in
the payment of any premium, unless the policy has
been surrendered for its cash value, or the period
of any extended insurance provided by the policy Conditions.

has expired, upon evidence of insurability satisfac-
tory to the insurer and the payment of all overdue
premiums, and payment (or, within the limits per-
mitted by the then cash values of the policy, rein-
statement) of any other indebtedness to the insurer ma~ximrn
upon the policy with interest as to both premiums
and indebtedness at a rate not exceeding six per
cent (6%o) per annuma compounded annually.

SEC. .23.13 Settlement on Proof of Death: There Settlement
on proof of

shall be a provision that when a policy, becomes a death.

claim by the death of the insured, settlement shall
be made upon receipt of due proof of death and
surrender of the policy.

.SEC. .23.14 Annuities and Pure Endowment Anlnuities

Contracts--Standard Provisions Required: No an- conts
standardnuity or pure endowment contract, other than rever- provisions

sionary annuities, or survivorship annuities, or group required.

annuities, shall be delivered or issued for delivery
in this state unless it contains in substance each 'of
the provisions specified in sections .23.15 to .23.21
inclusive. Any of such provisions not applicable to
single premium annuities or single premium pure
endowment contracts shall not, to that extent, be
incorporated therein.

This section shall not apply to contracts for de- Exception.

ferred annuities included in, or upon the lives of
beneficiaries under, life insurance policies.

SEC. .23.15 Annuities and Pure Endowment Con- Annuities
and pure

tracts-Grace Period: In such contracts, there shall endowment
contracts-

be a provision that there shall be a period of grace graced

of one (1) month, but *not less than thirty (30) days,peid
within which any stipulated payment to the insurer
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Interest fa
optional faling due after the first may be made, subject at the

option of the insurer, to an interest charge thereon at
a rate to be specified in the contract but not exceed-
ing six per cent (6%) per annum for the number of
days of grace elapsing before such payment, during
which period of grace, the contract shall continue in
full force; but in case a claim arises under the con-

Premium tract on account of death prior to expiration of the
deduction, period of grace before the overdue payment to the

insurer of the deferred payments of the current con-
tract year, if any, are made, the amount of such pay-
ments, with interest on any overdue payments, may
be deducted from any amount payable under the
contract in settlement.

Annuities SEC. .23.16 Annuities and Pure Endowment Con-
endowmren tracts-Incontestability: If any statements, other
contracts--
incontesta- than those relating to age, sex, and identity, are re-

bility. quired as a condition to issuing such an annuity or
pure endowment contract, and subject to section
.23.18, there shall be a provision that the contract
shall be incontestable after it has been in force dur-
ing the lifetime of the person or of each of the persons
as to whom such statements are required, for a
period of two (2) years from its date of issue, except
for nonpayment of stipulated payments to the in-
surer; and at the option of the insurer, such contract
may also except any provisions relative to benefits in
the event of total and permanent disability and any
provisions which grant insurance specifically against
death by accident.

Annuities SEC. .23.17 Annuities and Pure Endowment Con-
and pure
enoats tracts-the Entire Contract: In such contracts there
cthcen shall be a provision that the contract shall constitute

the entire contract between the parties, or, if a copy
of the application is endorsed upon or attached to the
contract when issued, a provision that the contract
and the application therefor shall constitute the en-
tire contract between the parties.
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SEC. .23.18 Annuities and Pure Endowment Con- Annuities

tracts-Misstatement- of Age or Sex: In such coni- con trs

tracts there shall be a provision that if the age or sex 'eto g

of the person or persons upon whose life or lives the or sex,

contract is made, or if any of them has been mis-
stated, the amount payable or benefit accruing under
the contract shall be such as the stipulated payment
or payments to the insurer would have purchased
according to the correct age or sex; and that if the
insurer shall make or has made any overpayment or
overpayments on account of any such misstatement,
the amount thereof, with interest at the rate to be
specified in the contract but not exceeding six per
cent (67r,) per annum, may be charged against the
current or next succeeding payment or payments to
be made by the insurer under the contract.

SEC. .23.19 Annuities and Pure Endowment Con- Annuities
and pure

tracts-Dividends: If such contract is participating, endowment
contracts-

there shall be a provision that the insurer shall an- dividends.

nually ascertain and apportion any divisible surplus
accruing on the contract.

SEC. .23.20 Annuities and Pure Endowment Con- Annuitiesand pure
tracts-Nonforfeiture Benefits: Such contracts isonendowmen
sued after the operative date of section .23.36 shal fetr

contain: benefits.
Contracts

(1) A provision that in the event of default in issued after

any stipulated payment, the insurer will grant a date, of33

paid-up nonforfeiture benefit on a plan stipulated
in the contract, effective as of such date, of such value
as is hereinafter specified.

(2) A statement of the mortality table and in-
terest rate used in calculating the paid-up nonfor-
feiture benefit available under the contract.

(3) An explanation of the manner in which the
paid-up non-forfeiture benefits are altered by the ex-
istence of any paid-up additions credited to the con-
tract or any indebtedness to the insurer on the
contract.
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Annuities SEC. .23.21 Annuities and Pure Endowment Con-and pure
enomnts trcsRistatement: In such contracts there shall

ment. be a provision that the contract may be reinstated
at any time within one (1) year from the date of de-
fault in making stipulated payments to the insurer,

Conditions, unless the cash surrender value has been paid, but
all overdue stipulated payments and any indebted-
ness to the insurer on the contract shall be paid or
reinstated, with interest thereon at a rate to be
specified in the contract but not exceeding six per

Maximum cent (6%7) per annum. payable annually, and in cases
interest.

where applicable, the insurer may also include a
requirement of evidence of insurability satisfactory
to the insurer.

Reversion- SEC. .23.22 Reversionary Annuities-Standard
ary annuitiesstandard Provisions Required: No contract for a reversionary
provisions
required, annuity shall be delivered or issued for delivery in

this state unless it contains in substance each of the
provisions specified in sections .23.23 and .23.24. Any
of such provisions not applicable to single premium
annuities shall not, to that extent, be incorporated
therein.

Exceptions. This section shall not apply to group annuities or
to annuities included in life insurance policies.

eversion- SEC. .23.23 Reversionary Annuities-Provisions
ary annuities
-provisions Same as for Other Annuities: Any such reversion-
same as
for other ary annuity contract shall contain the provisions

annitis. specified in sections .23.15 to .23.19 inclusive, except
that under section .23.15 the insurer may at its

Insurer may option provide for an equitable reduction of the
provide
reduction of amount of the annuity payments in settlement of
payments In
settemnt an overdue or deferred payment in lieu of providing
prem ums for a deduction of such payments from an amount

payable upon a settlement under the contract.

Rieversion- SEC. .23.24 Reversionary Annuities-Reinstate-
ary annuities
-reinstate- ment: In such reversionary annuity contracts there
ment. shall be a provision that the contract may be rein-

stated at any time within three (3) years from the
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date of default in making stipulated payments to CondItions.

the insurer, upon production of evidence of insur-
ability satisfactory to the insurer, and upon condition
that all overdue payments and any indebtedness
to the insurer on account of the contract be paid,
or, within the limits permitted by the then cash
values of the contract, reinstated, with interest as Maximum

to both payments and indebtedness at a rate to beinest
specified in the contract but not exceeding six per
cent (6%) per annum. compounded annually.

SEC. .23.25 Supplemental Benefits: The Coin- splmn

missioner may make reasonable rules and regula- Commnis

tions concerning the conditions in provisions granting smtonerr may,
akd rulesadditional benefits in event of the insured's acci- ainseg.a

dental death, or in event the insured becomes to-
tally and permanently disabled, which are a part
of or supplemental to life insurance' contracts.

SEC. .23.26 Limitation of Liability: 1. The in- Limitation
of liability.

surer may in any life insurance policy or annuity May limit to
or pre ndowentcontract limit its liability to a 'ull reserveor pre ndowentand dividend

additionsdeterminable amount not less than the full reserve to policy.
of the policy and of dividend additions thereto in
event only of death occurring:

(1) As a result of war, or any act of war, de- War and
militarydlared or undeclared, or of service in the military, service.

naval or air forces or in civilian forces auxiliary
thereto, or from any cause while a member of any
such military, naval or air forces of any country
at war, declared or undeclared.

(2) As a result of suicide of the insured, whether Suicide.

sane or insane, within two (2) years from date of
issue of the policy.

(3) As a result of aviation under conditions Aviation.
specified in the policy.

2. An insurer may specify conditions pertain- Other
ing to the items of paragraph one of this section conditions.

which in the Commissioner's opinion are more fa-
vorable to the policyholder.
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Incontesta- SE..32InotsaiiyAtrRitte n:
bility after SE..32InotsaiiyAtrRitte n:

ment The reinstatement of any policy of life insurance
or contract of annuity hereafter delivered or issued
for delivery in this state may be contestable on
account of fraud or misrepresentation of facts ma-
terial to the reinstatement only for the some period
following reinstatement as the policy provides with
respect to contestability after original issuance.

Premium SEC. .23.29 Premium Deposits: 1. A life insurer
deposits.
Subject to may, under such policy provisions or agreements as

Moval ofIM'1ns have been approved by the Commissioner consistent
stoner, with this section, contract for and accept premium

deposits it'. addition to the regular premiums speci-
fied in the policy, for the purpose of payinr future
premiums, or to facilitate conversion of the policy,
or to increase the benefits thereof.

Accumula 2. The unused accumulation from such deposits
tion. shall be held and accounted for as a premium deposit

fund, and the policy or agreement shall provide for
the manner of application of the premium deposit
fund to the payment of premiums otherwise in
default and for the disposition of the fund if it is
not sufficient to pay the next premium.

3. Such fund shall
Surrender (1) be avial pnsurrei'der ofthpoiyof policy. aalbeuo h oiy

in addition to the cash surrender value; and
Death of (2 paal thinuesdetorpn
insured or ()be pybeuponthinue'dahorpn
maturity mauivo oiy
of policy. maurtyo the plc;and
toayment ()be paid to the insured whenever the cash

tinsured. (3
surrender value together with the premium deposit
fund equals or exceeds the amount of insurance
provided by the policy, unless the amount of the
deposit does not exceed that which may be required
to facilitate conversion of the policy to another plan
in accordance with its terms.

paymient as 4. No part of the premiu- n deposit fund shall
policy or bepitoteisrduirg
agreement. bepi oteisrddrrgthe continuance of

the policy except at such times and in such amounts
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as is specified in the policy or in the deposit agree- policy
ment. settlements.

SEC. .23.30 Policy Settlements: Any life insurer
shall have the power to hold under agreement the
proceeds of any policy issued by it, upon such terms
and restrictions as to revocation by the policyholder ccordi,'ng tootrcwith
and control by beneficiaries, an ihsc xm-insured or

and wth sch eemp-beneficiary.
tions from* the claims of creditors of beneficiaries
other than the policyholder as set forth in the policy
or as agreed to in writing by the insurer and the
policyholder. Upon maturity of a policy in the event
the policyholder has made no such agreement, the
insurer shall have the power to hold the proceeds
of the policy under an agreement with the bene-
ficiaries. The insurer shall not be required to segre-
gate funds so held but may hold them as part of
its general assets.

SEC. .23.31 Indebtedness Deducted From Pro- Indebtedness
deductedceeds: In determining the amount due under any from

life insurance policy heretofore or hereafter issued, proceeds.

deduction may be made of
(1) any unpaid premiums or installments Unpaid

thereof for the current policy year due under the premiums.

terms of the policy, and of
(2) the amount of principal and accrued in- Loan

principal
terest of any policy loan or other indebtedness and interest.

against the policy then remaining unpaid, such prin-
cipal increased by unpaid interest and compounded
as provided in this article.

SEC. .23.32 Miscellaneous Proceeds: Upon the Miscellane-

death of the insured and except as is otherwise ex- uprces

pressly provided by the policy or premium deposit
agreement, a life insurer may pay to the surviving
spouse, children, beneficiary, or other person other
than the insured's estate, appearing to the insurer
to be equitably entitled thereto, sums then held by
it and comprising:
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Advance(1 Prmus iadac, wih -
premiums (1 rmuspaid iadncand wihpre-
paid. miums did not fall due prior to such death, or funds

held on deposit for the payment of future premiums.
Dividends (2) Dividends theretofore declared on the pol-

decard. icy and held by the insurer under the insured's
option.

Dividends (3) Dividends becoming payable on or after
pybe

afe=eath, the death of the insured.

Dealing in SEC. .23.33 Dealing in Dividends: No life insurer
dividends.

nor any of its representatives, agents, or affiliates,
shall buy, take by assignm-ent other than in con-
nection with policy loans, or otherwise deal or
traffic in any rights to dividends existing under par-
ticipating life insurance policies issued by the in-
surer.

Prohibited SEC. .23.34 Prohibited Policy Plans: No life
polcyplas.insurer shall hereafter issue for delivery or deliver

in this state any life insurance policy:
Beaefts on (1) Issued under any plan for the segregation
another o nomteaia n
policyhle.O policyholders itmah aiclgroups adpro-

viding benefits for a surviving policyholder of a
group arising out of the death of another policy-
holder of such group, or under any other similar
plan.

Benefits (2) Poingbenefits or values forsuvin
contingentPrvdnsuiig
oenaio or continuing policyholders contingent upon the
of other lapoies1
policies. lase or termination of the poiisof other policy-

holders, whether by death or otherwise.
Standard SEC. .23.35 Standard Nonforfeiture Law-Life
nonforfel-
ture law- InuacCntat 1Tiseio
life insur- Inuac otat:1 hss~inshall be known
ance
contracts, as the Standard Nonforfeiture Law.

2. Nonforfeiture Provisions-Life: In the case
of policies issued on or after the operative date of
this section as defined in paragraph eight, no policy
of life insurance, except as stated in paragraph
seven, shall be delivered or issued for delivery in
this state unless it shall contain in substance the
following provisions, or corresponding provisions
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which in the opinion of the Commissioner are at
least as favorable to the defaulting or surrendering
policyholder:

(1) That, in the event of default in any pre- Default In
preimmium. payment, the insurer will grant, upon proper p aymnent.

request not later than sixty (60) days after the
due date of the premium in default, a paid-up non-
forfeiture benefit on a plan stipulated in the policy,
effective as of such due date, of such value as may
be hereinafter specified.

(2) That, upon surrender of the policy within Surrender

sixty (60) days after the due date of any premium of polcy.
payment in default after premiums have been paid
for at least three (3) full years in the case of or-
dinary insurance or five (5) full years in the case
of industrial insurance, the insurer will pay, in lieu
of any paid-up nonforfeiture benefit, a cash sur-
render value of such amount as may be hereinafter
specified.

(3) That a specified paid-up nonforfeiture ben- Election

efit shall become effective as specified in the policy byed.o
unless the person entitled to make such election
elects another available option not later than sixty
(60) days after the due date of the premium in
default.

(4) That, if the policy shall have become cashi

paid-up by completion of all premium payments or if pemniums

if it is continued under any paid-up nonforfeiture continued
under paid-

benefit which became effective on or after the UP ronforfei-

third policy anniversary in the case of ordinary
insurance or the fifth policy anniversary in the case
of industrial insurance, the insurer will pay, upon
surrender of the policy within thirty (30) days
after any policy anniversary, a cash surrender value
of such amount as may be hereinafter specified.

(5) A statement of the mortality table and Mortality
table and

interest rate used in calculating the cash surrender interest rate
used in corn-

values and the paid-up nonforfeiture benefits avail- puting value
and benefits.
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Table of able under the policy, together with a table showing
values andrrneifay pidu
benefits, the cash surrne value, ianand pi-pnon-

forfeiture benefit, if any, available under the policy
on each policy anniversary either during the first
twenty (20) policy years or during the term of the
policy, whichever is shorter, such values and bene-
fits to be calculated upon the assumption that there
are no dividends or paid-up additions credited to the
policy and that there is no indebtedness to the
insurer on the policy.

Additional (6) A statement that the cash surrender values
statements
required. and the paid-up nonforfeiture benefits available

under the policy are not less than the minimum
values and benefits required by or pursuant to the
insurance law of this state; an explanation of the
manner in which the cash surrender values and
the paid-up nonforfeiture benefits are altered by
the existence of any paid-up additions credited to
the policy or any indebtedness to the insurer on
the policy; if a detailed statement of the method
of computation of the values and benefits shown
in the policy is not stated therein, a statement that
such method of computation has been filed with the
insurance supervisory official of the state in which
the policy is delivered; and a statement of the
method to be used in calculating the cash surrender
value and paid-up nonforfeiture benefit available
under the policy on any policy anniversary beyond
the last anniversary for which such values and
benefits are consecutively shown in the policy.

Inp abl~e Any of the foregoing provisions or portions
be thereof not applicable by reason of the plan of in-

O''tte.d.
surance may, to the extent inapplicable, be omitted
from the policy.

Insurer's The insurer shall reserve the right to defer the
defer pfay- pyent of any cash surrender value for a period
sutrender of six (6) months after demand therefor with sur-
value. render of the policy.
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3.- Cash Surrender Value-Life: Any cash sur- Cash sur.

render value available under the policy in the event -life.
of default in a premium payment due on any policy
anniversary, whether or not required by paragraph Minimum

on defaulttwo of this section, shall be an amount not less than of premium

the excess, if any, of the present value, on such payment.

anniversary, of the future guaranteed benefits
which would have been provided for by the policy
including any existing paid-up additions, if there
had been no default, over the sum of (a) the then Ratio.

present value of the adjusted premiums as defined
in paragraph five of this section, corresponding to
premiums which would have fallen due on and
after such anniversary, and (b) the amount of any
indebtedness to the insurer on account of or secured
by the policy. Any cash surrender value available Minimumm

within thirty (30) days after any policy'anniversary premiums or
nonforfeiture

under any policy paid-up by completion of all pre- benefits.

mium payments or any policy continued under any
paid-up nonforfeiture benefits, whether or not re-
quired by such paragraph two, shall be an amount
not less than the present value, on such anniversary,
of the future guaranteed benefits provided for by
the policy including any existing paid-up additions,
decreased by any indebtedness to the insurer on
account of or secured by the policy.

4. Paid-up Nonforfeiture Benefit-Life: Any Paicd;up

paid-up nonforfeiture benefit available under the benefit-life.

policy in the event of default in a premium payment
due on any policy anniversary shall be such that
its present value as of such anniversary shall be
at least equal to the cash surrender value then
provided for by the policy or, if none is provided
for, that cash surrender value which would have
been required by this section in the absence of the
condition that premiums shall have been paid for at
least a specified period.

5. The Adjusted Premium-Life: The adjusted The adjusted

premiums for any policy shall be calculated on an F e
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annual basis and shall be such uniform percentage
of the respective premiums specified in the policy
for each policy year, excluding extra premiums on
a substandard policy, that the present value, at the

Method of date of issue of the policy, of all such adjusted pre-
computing.

miums shall be equal to the sum of (I) the then
present value of the future guaranteed benefits pro-
vided for by the policy; (II) two per cent (2%) of
the amount of insurance, if the insurance be uni-
form in amount, or of the equivalent uniform
amount, as hereinafter defined, if the amount of
insurance varies with duration of the policy; (III)
forty per cent (40%) of the adjusted premium for
the first policy year; (IV) twenty-five per cent
(25%o) of either the adjusted premium for the first
policy year or the adjusted premium for a whole
life policy of the same uniform or equivalent uni-
form amount with uniform premiums for the whole
of life issued at the same age for the same amount

excee to of insurance, whichever is less. Provided, however,
amutofo That in applying the percentages specified in (III)

level amount adaoen
equivalent. ad(IV) aoenoadjusted premium shall be

deemed to exceed four per cent (4%o) of the amount
of insurance or level amount 'equivalent thereto.
Whenever the plan or term of a policy has
been changed, either by request of the insured

Change in or automatically in accordance with the provisions
plan or term plc h neto hne
of policy, of the plc, tedate of icponof thechne

policy for the purposes of determining a nonf or-
feiture benefit or cash surrender value shall be the
date as of which the age of the insured is determined
for the purposes of the changed policy.

Policy In the case of a policy providing an amount of
= of insurance varying with duration of the policy, the

insurance. equivalent level amount thereof for the purpose of
this paragraph shall be deemed to be the level
amount of insurance provided by an otherwise simi-
lar policy, containing the same endowment benefit
or benefits, if any, issued at the same age and for
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the same term, the amount of which does not vary
with duration and the benefits under which have
the same present value at the date of issue as the
benefits under the policy.

All adjusted premiums and present values re-
ferred to in this section shall be calculated on the
basis of the Commissioners 1941 Standard Ordinary
Mortality Table for ordinary insurance and the 1941 Basis of

Standard Industrial Mortality Table for industrial adjusted

insurance and the rate of interest, not exceeding andi present

three and one-half per cent (31/27o) per annum,vaus

specified in the policy for calculating cash surrender
values and paid-up nonforfeiture benefits. Provided,
however, That in calculating the present value of
any paid-up term insurance with accompanying Paid up term
pure endowment, if any, offered as a nonforfeiture with accom-

benefit, the rates of mortality assumed may be not enldowmnt.

more than one hundred and thirty per cent (130%7)
of the rates of mortality according to such applicable
table. Provided, further, that for insurance issued Insurance

on a substandard basis, the calculation of any such substandard

adjusted premiums and present values may be based basis.

on such other table of mortality as may be specified
by the insurer and approved by the Commissioner.

6. Calculation of Values-Life: Any cash sur- Calculation
o! values-render value and any paid-up nonforfeiture benefit, litf e.

available under the policy in the event of default Itemis to be
in a premium payment due at any time other than considered.

on the policy anniversary, shall be calculated with
allowance for the lapse of time and the payment
of fractional premiums beyond the last preceding
policy anniversary. All values referred to in para-
graphs three, four and five of this section may be
calculated upon the assumption that any death
benefit is payable at the end of the policy year of
death. The net value of any paid-up additions, other
than paid-up term additions, shall be not less than
the dividends used to provide such additions. Not-
withstanding the provisions of paragraph three of
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this section, additional benefits payable (a) in the
event of death or dismemberment by accident or
accidental means, (b) in the event of total and
permanent disability, (c) as reversionary annuity
or deferred reversionary annuity benefits, (d) as de-
creasing term insurance benefits provided by a rider
or supplemental policy provision to which, if issued
as a separate policy, this section would not apply,
and (e) as other policy benefits additional to life in-
surance and endowment benefits, and premiums for
all such additional benefits, shall be disregarded in
ascertaining cash surrender values and nonforfei-
ture benefits required by this section, and no such
additional benefits shall be required to be included
in any paid-up nonforfeiture benefits.

Exceptions. 7. Exceptions: This section shall not apply to
any reinsurance, group insurance, pure endowment,
annuity or reversionary annuity contract, nor to any
term policy of uniform amount, or renewal thereof,
of fifteen (15) years or less expiring before age
sixty-six (66), for which uniform premiums are pay-
able during the entire term of the policy, nor to any
term policy of decreasing amount on which each
adjusted premium, calculated as specified in para-
graph five of this section, is less than the adjusted
premium so calculated, on such fifteen (15) year
term policy issued at the same age and for the same
initial amount of insurance, nor to any policy which
shall be delivered outside this state through an
agent or other representative of the insurer issuing
the policy.

Operative 8. Operative Date: After the effective date of this
section, any insurer may file with the Commissioner
a written notice of its election to comply with the
provisions of this section after a specified date before
July first, nineteen hundred and forty-eight. After
the filing of such notice, then upon such specified
date (which shall be the operative date for such in-
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surer), this section shall become operative with re-
spect to the policies thereafter issued by such insurer.
If an insurer makes no such election, the operative
date of this section for such insurer shall be July
first, nineteen hundred and forty-eight.

SEC. .23.36 Calculation of Nonforfeiture Benefits Calculation
of nonforfei-on Annuities: 1. Nonforfeiture Benefits: Any paid- ture benefis

up nonforfeiture benefit available under any annuityonauies
or pure endowment contract pursuant to section
.23.20, in the event of default in a consideration due
on any contract anniversary shall be such that its
present value as of such anniversary shall be not
less than the excess, if any, of the present value, on
such anniversary, of the future guaranteed benefits
(excluding any total disability benefits attached to
such contracts) which would have been provided for
by the contract including any existing paid-up addi-
tions, if there had been no default, over the sum of
(a) the then present value of the net considerations
defined in paragraph two of this section correspond-
ing to considerations which would have fallen due on
and after such anniversary, and (b) the amount of
any indebtedness to the company on the contract,
including interest due or accrued. In determining the
benefits referred to in this section and in calculating
the net considerations referred to in such paragraph
two, in the case of annuity contracts under which an
election may be made to have annuity payments
commence at optional dates, the annuity payments
shall be deemed to commence at the latest date per-
mitted by the contract for the commencement of such
payments and the considerations shall be deemed to
be payable until such date, which, however, shall
not be later than the contract anniversary nearest
the annuitant's seventieth birthday.

2. Net Considerations: The net considerations for Net consid-

any annuity or pure endowment contract referred toertos

in paragraph one of this section shall be calculated
on an annual basis, shall be such that the present
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value thereof at date of issue of the annuity shall
equal the then present value of the future benefits
thereunder (excluding any total disability benefits
attached to such contracts) and shall be not less than
the following percentages of the respective con-
siderations specified in the contracts for the respec-
tive contract years:

First Year....................50 %
Second and Subsequent Years ... 921/%

Provided, however, that in the case of participating
annuity contracts the percentages hereinbef ore spec-
ified for the second and subsequent contract years
may be decreased by five.

Basis of 3. Basis of Calculation: All net considerations
calculation.

and present values referred to in this section shall
be calculated on the basis of the 1937 Standard An-
nuity Mortality Table (or such table with reasonable
adjustment of the age of the life or lives on which
the contract is based) and the rate of interest not
exceeding three per cent (3%o) per annum specified
in the contract for calculating cash surrender values,
if any, and paid-up nonforfeiture benefits.

Calculations 4. Calculations on Default: Any cash surrender
on efalt.value and any paid-up nonforfeiture benefit, avail-

able under any such contract in the event of default
in the payment of any consideration due at any time
other than on the contract anniversary, shall be cal-
culated with allowance for the lapse of time and
the payment of fractional considerations beyond the
last preceding contract anniversary. All values here-
in referred to may be calculated upon the assumption
that any death benefit is payable at the end of the
contract year of death.

Proportion- 5. Proportionate Payments: An insurer may
ate payments. provide in lieu of the paid-up values provided in

paragraph one of this section, for a paid-up annuity
or pure endowment contract in an amount bearing
the same proportion to the original annuity or pure
endowment contract as the number of considerations
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which have been paid to the insurer bear to the total
number of considerations required to be paid to the
insurer under contract, and if there be any indebted-
ness to the insurer under the contract the amount of
such paid-up annuity or pure endowment shall be
reduced by an amount bearing the same proportion
to such paid-up annuity or pure endowment as such
indebtedness bears to the current cash value (if any)
on such paid-up annuity or pure endowment, com-
puted according to the standard adopted by the in-
surer in accordance with this code.

6. Deferment of Payment: If an insurer pro- Deferment

vides for the payment of a cash surrender value, itofpyet
shall reserve the right to defer the payment of such
value for a period of six (6) months after demand
therefor with surrender of the contract.

7. Lump Sum in Lieu: Notwithstanding the re- Lump sum
quirements of this section, any deferred annuity con-n .

tract may provide that if the annuity allowed under
any paid-up nonforfeiture benefit would be less than
one hundred twenty dollars ($120) annually,. the in-
surer may at its option grant a cash surrender value
in lieu of such paid-up nonforfeiture benefit of such
amount as may be required by paragraph three of
this section.

8. Operative Date: If no election is made by an Opgerative

insurer for an operative date prior to July first, nine- e

teen hundred forty-eight, such date shall be the
operative date for this section.

ARTICLE TWENTY-FOUR

GROUP LIFE AND ANN~UITIES

SEC. .24.01 Must Meet Group Requirements: 1. Mrupt meet

No contract of life insurance shall-.hereafter be de- quirements.

livered or issued for delivery in this state insuring
the lives of more than one individual unless to one
of the groups as provided for in this article, and un-
less in compliance with the other provisions of this
article.
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This section 2 aa
not a.pi- 2Pagraph one of this section shall not apply
ceale to contracts of life insurance
insurance
contracts. (1) insuring only individuals related by mar-

riage,'by blood, or by legal adoption; or
(2) insuring only individuals having a common

interest through ownership of a business enterprise,
or of a substantial legal interest or equity therein, and
who are actively engaged in the management there-
of.

Employee SEC. .24.02 Employee Groups: The lives of agroups.
group of individuals may be insured under a policy
issued to an employer, or to the trustees of a fund
established by an employer, which employer or
trustee is deemed the policyholder, insuring em-
ployees of the employer for the* benefit of persons
other than the employer, subject to the following re-
quirements:

Employee (1) The employees eligible for insurance under
eligigle. the policy shall be all of the employees of the em-

ployer, or all of any class or classes thereof deter-
mined by conditions pertaining to their employment.
The policy may provide that the term "employees"
shall include the employees of one or more sub-
sidiary corporations, and the employees, individual
proprietors, and partners of one or more affiliated
corporations, proprietors or partnerships if the busi-
ness of the employer and of such affiliated corpo-
rations, proprietors or partnerships is under com-
mon control through stock ownership, contract or
otherwise. The policy may provide that the term
"lemployees" shall include the individual proprietor
or partners if the employer is an individual pro-
prietor or a par 'tnership. The policy may provide
that the term "employees" shall include retired em-
ployees.

Employer (2) The premium for the policy shall be paid by
must pay odr
part of the policyhodr either wholly from the employer's
premium.

funds or funds contributed by him, or partly from
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such funds and partly from funds contributed by
the insured employees. No policy may be issued on
which the entire premium is to be derived from
funds contributed by the insured employees. A pol-
icy on which part of the premium is to be derived
from funds contributed by the insured employees
may be placed in force only if at least seventy-five
per cent (75%o) of the then eligible employees, ex-
cluding any as to whom evidence of individual in-
surability is not satisfactory to the insurer, elect to
make the required contributions. A policy on which
no part of the premium is to be derived from funds
contributed by the insured employees must insure
all eligible employees, or all except any as to whom
evidence of individual insurability is not satisfactory
to the insurer.

(3) The policy must cover at least twenty-five Twenty-five

(25) employees at date of issue. employees.

(4) The amounts of insurance under the policy Amounts of

must be based upon some plan precluding individual isrne

selection either by the employees or by the em-
ployer or trustees. No policy may be issued which
provides insurance on any employee which together
with any other insurance under any group life in-
surance policies issued to the employer or to the Limitations.

trustees of a fund established by the employer ex-
ceeds twenty thousand dollars ($20,000); except, that
this limitation shall not apply to amounts of group
insurance issued in connection with a pension plan
which do not exceed the amount required at normal
retirement date to provide the pension specified by
the plan.

SEC. .24.03 Dependents of Employees:' 1. Insur- Dependents

ance under any group life insurance policy issued of employees.

pursuant to section .24.02 may, if seventy-five per
cent (75%o) of the then insured employees elect, be
extended to insure the spouse and minor children,
or any class or classes thereof, of each insured em-
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ployee who so elects, in amounts in accordance with
a plan which precludes individual selection by the
employees or by the employer or trustee and which
on the life of any one family member shall not be in
excess of fifty per cent (50%) of the insurance on the
life of the insured employee o:- the amount shown in
the schedule below, whichever is less:

Age of Family Member Maximum
at Death Insurance

Under 6 months ................. $100
6 months and under 2 years ....... $200
2 years and under 3 years ........ $400
3 years and under 4 years ........ $600
4 years and under 5 years ........ $800
5 years and over ............... $1,000

Premiums. Premiums for the insurance on such family mem-
bers shall be paid by the policyholder, either from
the emrployer's funds or funds contribute±d by him, or
from funds contributed by the insured employees, or
from both.

corsigof 2.' Such a spouse insured pursuant to this section
spouse, shall have the same conversion right as to the in-

surance on his or her life as is vested in the employee
under this article.

Debtor SEC. .24.04 Debtor Gop:The lives of a group
groups. of individuals may be insured under a policy issued

to a creditor, who shall be deemed the policyhaolder,
to insure debtors of the creditor, subject to the fol-
lowing requirements:

Classes (1) The debtors eligible for insurance under the
of debtors
eligible, policy shall be all of the debtors of the creditor whose

indebtedness is repayable in installments, or all of
any class or classes thereof determined by condi-
tions pertaining to the indebtedness or to the pur-
chase giving rise to the indebtedness. The policy
may provide that the term "debtors" shall include
the debtors or one or more subsidiary corporations,
and the debtors of one or more affiliated corpora-
tions, proprietors or partnerships if the business of
the policyholder and of such affiliated corporations,
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proprietors or partnerships is under common control
through stock ownership, contract, or otherwise.

(2) The premium for the policy shall be paid by Premium.
the policyholder, either from the creditor's funds, or
from charges collected from the insured debtors, or
from both. A poilicy on which part or all of the
premium is to be derived from the collection from
the insured debtors of identifiable charges not re-
quired of uninsured debtors shall not include, in the
class or classes of debtors eligible for isurance,
debtors under obligations outstanding at uis date of
issue without evidence of individual insurability un-
less at least seventy-five per cent (75 %) of the then 7df5US

eligible debtors elect to pay the requi; eei charges. Pay.
A policy on wnich no part of the premiimi is to be
derived from the collection of such identifiable
charges must insure all eligible debtors, or all except
any as to whom evidence of individual insurability
is not satisfactory to the insurer.

(3) The policy may be issued only if the group Isuac

of eligible debtors is then receiving new entrants at
the rate of at least one hundred (100) persons yearly,
or may reasonably be expected to receive at least
one hundred (100) new entrants during the first
policy year, and only if the policy reserves to the
insurer the right to require evidence of individual
insurability if less than seventy-five per cent (75%)
of the new entrants become insured.

(4) The amount of insurance on the life of any Limitation

debtor shall at no time exceed the amount owed byamut
him which is repayable in installments to the
creditor, or five thousand dollars ($5,000), which-
ever is less.

(5) The insurance shall be payable to the policy- Payable

holder. Such payment shall reduce or extinguish 'hoe.Y

the unpaid indebtedness of the debtor to the extent
of such payment.
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Effect of
usury law. (6) Payment by the debtor insured under any

such group life insurance contract of the premium
charged the creditor by the insurer for such insur-
ance pertaining to the debtor, shall not be deemed to
constitute a charge upon a loan in violation of any
usury law.

Labor union SEC. .24.05 Labor Union Groups: The lives of a
groups.

group of individuals may be insured under a policy
issued to a labor union, which shall be deemed the
policyholder, to insure members of such union for
the benefit of persons other than the union or any
of its officials, representatives or agents, subject to
the following requirements:

Members (1) The members eligible for insurance under
eligible, the policy shall be all of the members of the union,

or all of any class or classes thereof determined by
conditions pertaining to their employment, or to
membership in the union, or both.

Premium. (2) The premium for the policy shall be paid by
the policyholder, either wholly from the union's
funds, or partly from such funds and partly from
funds contributed by the insured members specifi-

Union must cally for their insurance. No policy may be issued of
premium, which the entire premium is to be derived from

funds contributed by the insured members specifi-
cally for their insurance. A policy on which the
premium is to be derived in part from funds con-
tributed by the insured members specifically for
their insurance may be placed in force only if at

75% must least seventy-five per cent (75%7) of the then eligible
contribute.

members, excluding any as to whom evidence of in-
dividual insurability is not satisfactory to the in-
surer, elect to make the required contributions. A
policy on which no part of the premium is to be
derived from funds contributed by the insured inem-
bers specifically for their insurance must insure all
eligible members, or all except any as to whom evi-
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dence of individual insurability is not satisfactory
to the insurer.

(3) The policy must cover at least twenty-five Twenty-five
(25) members at date of issue. members.

(4) The amounts of insurance under the policy Amounts of
must be based upon some plan precluding individual insurance.

selection either by the members or by the union.
No policy may be used which provides insurance on
any union member wrhich together with any other
insurance under any group life insurance policies
issued to the union, exceeds twenty thousand dol-
lars ($20,000).

SEC. .24.06 Public Employee Associations: The Publicemployee
lives of a group of individuals may be insured under associations.

a policy issued to an association of public employees
formed for purposes other than obtaining in~surance
and having, when the policy is placed in force, a
membership in the classes eligible for insurance of
not less than seventy-five per cent (75%7) of the
number of employees eligible for membership in
such classes, which association shall be deemed the
policyholder, to insure members of such association
for the benefit of persons other than the association
or any of its officials, subject to the following re-
quirements:

(1) The persons eligible for insurance under Persons
the policy shall be all of the members of the as- eligible.

sociation, or all of any class or classes thereof
determined by conditions pertaining to their em-
ployment, or to membership in the association, or
both.

(2) The premium for the policy shall be paid by Premium.
the policyholder, either from the association's own
funds, or from charges collected from the insured
members specifically for the insurance, or from both.
Any charges collected from the insured members
specifically for the insurance, and the dues of the
association if they include the cost of insurance, shall
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Pay-ol. be collected through deductions by the employer
from the salaries of the members. Such deductions
from salary may be paid by the employer to the
association or directly ' to the insurer. No policy may
be placed in force unless and until at least seventy-

75% must five per cent (75%) of the then eligible members of
be covered.

the association, excluding any as to whom evidence
of individual insurability is not satisfactory to the
insurer, have elected to be covered and have au-
thorized their employer to make the required de-
ductions from salary.

Determina- (3) Charges collected from the insured mem-
tion of
charges. bers specifically for the insurance, and the dues

of the association if they include the cost of in-
surance, shall be determined according to each at-
tained ge or in not less than four (4) reasonably
spaced attained age groups. In no event shall the
rate of such dues or charges be level for all mem-
bers regardless of attained age.

Fifty (4) The policy must cover at least fifty (50)
persons. persons at date of issue.
Amounts of (5) The amounts of insurance under the policy
insurance, must be based upon some plan precluding individual

selection either by the members or by the associa-
tion. Such amounts shall in no event exceed three
thousand dollars ($3,000) in the case of any mem-
ber, and shall not exceed five hundred dollars ($500)
in the case of retired members and members over
age sixty-five (65).

"Public, As used herein, "public employees" means em-
ployees of the United States government, or of any
state, or of any political subdivision or instrumen-
tality of any of them.

Trustee SEc. .24.07 Trustee Groups: The lives of a group
groups.

of individuals may be insured under a policy issued
to the trustees of a fund established by two (2)
or more employers in the same industry or by two
(2) or more labor unions, which trustees shall be
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deemed the policyholder, to insure employees of
the employers or members of the unions for the
benefit of persons other than the employers or the
unions, subject to the following requirements:

(1) The persons eligible for insurance shall be Persn

all of the employees of the employers or all of theelgb.
members of the unions, or all of any class or classes
thereof determined by conditions pertaining to their
employment, or to membership in the unions, or to
both. The policy may provide that the term "em-
ployees" shall include the individual proprietor or
partners if an employer is an individual proprietor
or a partnership. The policy may provide that the
term "employees" shall include the trustees or their
employees, or both, if their duties Are connected
with such trusteeship. The policy may provide that
the term "employees" shall include~ retired em-
ployees.

(2) The premium for the policy shall be paid Premium.

by the trustees wholly from funds contributed by
the employers of the insured persons. Such funds
may be derived by the employers in part from contri-
butions by the employees insured. The policy must
insure all eligible persons, or all except any as to
whom evidence of individual insurability is not sat-
isfactory to the insurer.

(3) The policy must cover at least one hun- One hundred

dred (100) persons at date of issue. pros

(4) The amounts of insurance under the Policy Amounts of

must be based upon some plan precluding individual insurance.

selection either by the insured persons or by the
policyholder, employers, or unions. No policy may
be issued which provides insurance on any person
which together with any other insurance under any
group life insurance policies issued to the trustees
exceeds ten thousand dollars ($10,000); except, that
this limitation shall not apply to amounts of group
insurance issued in connection with a pension plan
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which does not exceed the amount required at nor-
mal retirement date to provide the pension specified
by the plan.

Washingtogn SEC. .24.09 Washington State Patrol Groups:
State Paro
groups. The lives of a group of individuals may be insured

under a policy issued to the commanding officer,
which commanding officer shall be deemed the pol-
icyholder, to insure not less than twenty-five (25)
of the members of the Washington State Patrol. Such
policy shall be for the benefit of benificiaries as
designated by the individuals so insured, and the
premium thereon may l paid by such members.
Not less than seventy-five per cent (75%) of all
eligible members of such Vashington State Patrol,
or of any unit thereof determined by conditions per-
taining to their employment, may be so insured.

Standard SEC. .24.10 Standard Provisions Required: No
provisions
required. policy of group life insurance shall be delivered or

issued for delivery in this state unless it contains
in substance the standard provisions as required
by sections .24.11 to .24.20 inclusive, or provisions
which in the opinion of the Commissioner are more
favorable to the individuals insured, or at least as
favorable to such individuals and more favorable
to the policyholder; except that:'

Exceptions. (1) Provisions set forth in sections .24.16 to
.24.20 inclusive shall not apply to policies issued to
a creditor to insure its debtors.

Nonforfel.. (2)i If the goplife insurance poiyis on ature benefits,.ru plc
plan of insurance other than the term plan, it shall
contain a nonforfeiture provision or provisions which
in the opinion of the Commissioner is or are equi-
table to the insured persons and to the policyholder,
but such nonforfeiture benefits are not required to
be the same as those required for individual life
insurance polIicies.

Group life- SEC. .24.11 Group Life-Standard Provision-
standard
provision- Grace Period: There shall be a provision that thegrace period.
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policyholder is entitled to a grace period of thirty-
one (31) days for the payment of any premium due
except the first, during which grace period the death
benefit coverage shall continue in force, unless the
policyholder has given the insurer written notice
of. discontinuance in advance of the date of discon-
tinuance and in accordance with the terms of the
policy. The policy may provide that the policy-
holder shall be liable to the insurer for the pay-
ment of a pro rata premium for the time the policy
was in force during such grace period.

SEC. .24.12 Group Life-Standard Provision- Group iffe
--standard

Incontestability: There shall be a provision that in

the validity of the policy shall not be contested, bility.

except for nonpayment of premiums, after it has
been in force for two (2) years from its date of
issue; and that no statement made by an individual
insured under the policy relating to his insurability
shall be used in contesting the validity of the in-
surance with respect to which such statement was
made after such insurance has been in force prior
to the contesr jZor a period of two (2) years during
such individual's lifetime nor unless it is contained
in a written instrument signed by him.

SEC. .24.13 Group Life-Standard Provision- Group life
-standard

the Contract-Representations: There shall be a poiin

provision that a copy of the application, if any, of tatiosen

the policyholder shall be attached to the policy when
issued and become a part of the contract; that all
statements made by the policyholder or by the
persons insured shall be deemed representations and
not warranties, and that no statement made by any
person insured shall be used in any contest unless
a copy of the instrument containing the statement
is or has been furnished to such person or to his
beneficiary. 1

SEC. .24.14 Group Life-Standard Provision- Groupdlife
standrd

Insurability: There shall be a provision setting =in
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forth the conditions, if any, under which the insurer
reserves the right to require a person eligible for
insurance to furnish evidence of individual insur-
ability satisfactory to the insurer as a condition to
part or all of his coverage.

Group .'f SEC. .24.15 Group Life-Standard Provision-
-,tandard

P"Is" tMissta'tement of Age: There shall be a provision
of age, specifying an equitable adjustment of premiums or

of benefits or of both to be made in the event the
age of a person insured has been misstated, such
provision to contain a clear statement of the method
of adjustment to be used.

-s~tandard S~..4.16 GopLife-Standard Poiin
enfcay Beneficiary: There shall be a provision that any

sum becoming due by reason of the death of the
individual insured shall be payable to the bene-
ficiary designated by such individual, subject to
the provisions of the policy in the event there is
no designated beneficiary, as to all or any part of
such sum, living at the death of the individual in-
sured and subject to any right reserved by the
insurer in the policy and set forth in the certificate
to pay at its option a part of such sum not exceeding
two hundred and fifty dollars ($250) to any person
appearing to the insurer to be equitably entitled
thereto by reason of having incurred funeral or
other expenses incident to the last illness or death
of the individual insured.

Gup life SE-C. .24.17 Group Life-Standard Provision-
perifcates Certificates: There shall be a provision that the

insurer will issue to the policyholder for delivery
to each individual insured an individual certificate
setting forth a statement as to the insurance protec-
tion to which he is entitled, to whom the insurance
benefits are payable, and the rights and conditions
set forth in sections .24.18, .24.19 and .24.20, follow-
ing.
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SEC. .24.18 Group Life-Standard Provision- Gru ie

Conversion on Termination' of Eligibility: There 'vrio n

shall be a provision that if the insurance, or any por-ofeiblty
tion of it, on an individual covered under the policy,
other than the child of an employee insured pur-
suant to section .24.03, ceases because of termination
of employment or of membership in the class or
classes el igible for coverage under the policy, such
individual shall be entitled to have issued to him Individual

policy to
by the insurer, without evidence of insurability, an be Issued.

individual policy of life insurance without disability
or other supplementary benefits, provided applica-
tion for the individual policy shall be made, and
the first premium paid to the insurer, within thirty-
ene (31) days after such termination, and provided
further that,

(1) the individual policy shall, at the option Fooj1 f1

of such individual, be on any one of the forms, policy.

except term insurance, then customarily issued by
the insurer at the age and for the amount applied
for;

(2) the individual policy shall be in an amount Amout

not in any event in excess of the amount of life Policy-
insurance which ceases because of such termination
nor less than one thousand dollars ($1,000) unless
a smaller amount of coverage was provided for such
individual under the group policy, provided that
any amount of insurance which matures on the date
of such termination or has matured prior thereto
under the group policy as an endowment payable
to the individual insured, whether in one sum or
in installments or in the form of an annuity, shall
not, for the purposes of this provision, be included
in the amount which is considered to cease because
of such termination; and

(3) the premium on the individual policy shall Premium.

be at the insurer's then customary rate applicable
to the form and amount of the individual policy, to
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the class of risk to which such individual then be-
longs, and to his age attained on the effective date
of the individual policy.

Groe lft- SEC. .24.19 Group Life-Standard Provision-
covesion o Conversion on Termination of Policy: There shall
termination prvso ifteolc
of policy, be a poionthat iftegroup poiyterminates

or is amended so as to terminate the insurance of
any class ol' insured individuals, every individual
insured thereunder at the date of such termination,
other than a child of an employee insured pursuant
to section .24.03, whose insurance terminates and
who has been so insured for at least five (5) dears
prior to such termination date shall be entitled to
have issued to him by the insurer an individual
policy of life insurance, subject to the same condi-
tions and limitations as are provided by section
.24.18 above, except that the group policy may pro-
vide that the amount of such individual policy shall
not e-"7.eed the smaller of (a) the amount of the
individual's life insurance protection ceasing be-
cause of the termination or amendment of the group
policy, less the amount of any life insurance for
which he is or becomes eligible under any group
policy issued or reinstated by the same or another
insurer within thirty-one (31) days of such termi-
nation and (b) two thousand dollars ($2,000).

Grop life- SEC. .24.20 Group Life-Standard Provision-
tanda%
provision- Death Pending Conversion: There shall be a pro-
death

pneonin vision that if a person insured under the group policy
dies during the period within which he would have
been entitled to have an individual policy issued to
him in accordance with sections .24.18 and .24.19, and
before such an individual policy shall have become
effective, the amount of life insurance which he
would have been entitled to have issued to him under
such individual policy shall be payable as a claim
under the group policy, whether or not applica-
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tion for the individual policy or the payment of the
first premium therefor has been made.

SEC. .24.21 Limitation of Liability: 1. The in- Limitatin

surer may in any group life insurance contract pro-oflaity
vide that it is not liable, or is liable only in a re-
duced amount, for losses resulting:

(1) From war or any act of war, declared or un- War.

declared, or of service in the military, naval or air
forces or in civilian forces auxiliary thereto, or from
any cause while a member of any such military, naval
or air forces, of any country at war, declared or un-
declared.

(2) From aviation under conditions specified in Aviation.

the policy.
2. The insurer may in any such contract provide Attainm~ent

that any amount of insurance in excess of one thou- oitf ave.
sand dollars ($1,000) on an individual life may be
reduced to one thousand dollars ($1,000) or to any
greater amount upon attainment of any age not less
than-age sixty-five (65) or upon the anniversary of
the policy nearest attainment of such age.

SEC. .24.24 Readjustment of Premium: Any group Readjust-
ment of

life insurance contract may provide for a readjust- premium.

ment of the premium rate based on experience under
that contract, at the end of the first or of any subse-
quent year of insurance, and which readjustment
may be made retroactive for such policy year only.

SEC. .24.26 Application of Dividends, Rate Re- Ap~lication

ductions: Any policy dividends hereafter declared , radteos

or reduction in rate of premiums hereafter made or
continued for the first or any subsequent year of in-
surance, under any policy of group life insurance
heretofore or hereafter issued to any policyholder
may be applied to reduce the policyholder's part of
the cost of such insurance, except that if the aggre-
gate dividends or refunds or credits under such group
policy and any other group policy or contract issued
to the policyholder exceed the aggregate contribu-
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tions of the policyholder toward the cost of the cover-
ages, such excess shall be applied by the policyholder
for the sole benefit of insured individuals.

ARTICLE TWENTY-FIVE

INDUSTRIAL LIFE INSURANCE

Scope of SEC. .25.01 Scope of Article: The provisions of
article. this article apply only to industrial life insurance

contracts.
'Industrial" SEC. .25.02 Industrial Life Insurance Defined:
life
insurance, "Industrial" life insurance is any life insurance pro-

vided by an individual insurance contract issued in
face amount of less than one thousand dollars
($1,000), under which premiums are payable
monthly or oftener, and bearing the words "indus-
trial policy" printed upon the policy as a part of the
descriptive matter.

Cornpliance SEC. .25.03 Compliance Required: No policy of
requred. industrial life insurance shall be delivered or be is-

sued for delivery in this state after January first,
nineteen hundred and forty-eight, except in compli-
ance with the provisions of this article and with other
applicable provisions of this code.

Standard SC 2.4Sadr rvsosRqie:Nprovisions SC 2.4Sadr rvsosRqie:N
required. such policy shall be so issued or delivered unless it

contains in substance the provisions as required by
this article, or provisions which in the opinion of the
Commissioner are more favorable to the policy-
holder.

Grace period. SEC. .25.05 Grace Period: There shall be a pro-
vision that the insured is entitled to a grace period
of four (4) weeks within which the payment of any
premium after the first may be made, except that in
policies the premiums for which are payable
monthly, the period of grace shall be one (1) month
but not less than thirty (30) days; and that during
the period of grace the policy shall continue in full
force, but if during the grace period the policy be-

[ 462]

CH. 79.]



SESSION LAWS, 1947. [E 9

comes a claim, then any overdue and unpaid pre-
miums may be deducted from any settlement under
the policy.

SEC. .25.06 Entire Contract: There shall be a pro- Entire

vision that the policy shall constitute the entirecota.

contract between the parties, or, if a copy of the appli-
cation is endorsed upon or attached to the policy
when issued, a provision that the policy and the ap-
plication therefor shall constitute the entire contract.
If the application is so made a part of the contract,
the policy shall also provide that all statements made
by the applicant in such application shall, in the ab-
sence of fraud, be deemed to be representations and
not warranties.

SEC .25.07 Incontestability: There shall be a pro- Incontesta-

vision that the policy shall be incontestable after it
has been in force during the lifetime of the insured
for a period of two (2) years from its date of issue
except for nonpayment of premiums, and except, at
the option of the insurer, as to supplemental provi-
sions providing benefits for total and permanent dis-
ability or specifically for accidental death.

SEC. .25.08 Misstatement of Age: There shall be osl'ttement

a provision that if it is found that the age of the
individual insured, or the age of any other individual
considered in determing [determining] the premium,
has been misstated, any amount payable or benefit ac-
cruing under the policy shall be such as the premium
would have purchased at the correct age or ages.

SEC. .25.09 Participation: If a participating pol- Participation.

icy, there shall be a provision that the insurer shall
annually ascertain and apportion any divisible sur-
plus accruing on the policy, and that dividends
arising from such apportionment shall be credited
annually beginning not later than the fifth contract
year. This provis4ion shall not prohibit the payment
of additional dividends on default of payment of
premiums o.l. termination of the policy.
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Nonforfeit- SE..51NnfretrBeeisThesal
ure benefits. SE..51 ofretrBeeisThesal

be a provision for nonforfeiture benefits as required
by section .23.35.

Cs SEC. .25.11 Cash Surrender Value: There shall be
value. a provision for a cash surrender value as required by

section .23.35.

Reinstate- SEC. .25.12 Reinstatement: There shall be a pro-
ment. vision that the policy may be reinstated at any time

within two (2) years from the due date of the pre-
mium in default unless the cash surrender value has
been paid, or the extension period expired, upon the
production of evidence of insurability satisfactory to
the insurer and the payment of all overdue premiums
and payment or reinstatement of any unpaid loans
or advances made by the insurer against the policy
with interest at a rate not exceeding six per cent
(6%) per annum and payable annually.

Settlement. SEC. .25.13 Settlement: There shall be a provisicn
that when the policy becomes a claim by the death
of the insured, settlement shall be made upon receipt
of due proof of death or after a specified period not
exceeding two (2) months after receipt of such proof.

Authority SEC. .25.14 Authority to Alter Contract: There
to alter
contract. shall be a provision that no agent shall have the

power or authority to waive, change or alter any of
the terms or conditions of any policy; except that, at
the option of the insurer, the terms or conditions
may be changed by an endorsement signed by a duly
authorized officer of the insurer.

Beneficiary'. SEC. .25.15 Beneficiary: 1. Each such policy shall
have a space on the front or back page of the policy
for the name of the beneficiary designated with a
reservation of the right to designate or change the
beneficiary after the issuance of the policy.

C "a ne o f 2. The policy may also provide that no designa-
beneary.tion or change of beneficiary shall be binding on the

insurer until endorsed on the policy by the insurer,
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and that the insurer may refuse to endorse the name
of any proposed beneficiary who does not appear to
the insurer to have an insurable interest in the life
of the insured..

SEC. .25.16 Facility of Payment Clause: Such a Facility of

policy may also provide that if the beneficiary desig- =inse

nated in the policy does not surrender the policy
with due proof of death within the period stated in
the policy, which shall not be less than thirty (30)
days after the death of the insured, or if the bene-
ficiary is the estate of the insured or is a minor, or
dies before the insured or is not legally competent
to give a valid release, then the insurer may make
payment thereunder to the executor or administrator
of the insured, or to any of the insured's relatives by
blood or legal adoption or connection by marriage,
or to any person appearing to the insurer to be equita-
bly entitled thei, to by reason of having been named
beneficiary, or by reason o:7 having incurred expense
for the maintenance, medical attention or burial of
the insured. Such policy may also include a similar
provision applicable to any other payment due under
the policy.

SEC. .25.17 Premiums Paid Direct: In the case of 1111'us
weekly premium policies, there may be a provision
that upon proper notice to the insurer while pre-
miums on the policy are not in default beyond the
grace period, of the intention to pay future premiums
directly to the insurer at its home office or any office
designated by the insurer for the purpose, the in-
surer will, at the end of each period of a year from
the due date of the first premium so paid, for which
period such premiums are so paid continuously with-
out default beyond the grace period, refund a stated
percentage of the premiums in an amount which
fairly represents the savings in collection expense.

SEC. .25.18 Conversion-Weekly Premium Poli- Conversion-
weekly

cies: There shall be a provision in the case of weekly premium
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premium policies granting, upon proper written re-
quest and upon presentation of evidence of the in-
surability of the insured satisfactory to the insurer,
the privilege of conver',ing his weekly premium in-
dustrial insurance to any fcrm of life insurance with
less frequent premium payments regularly issued by
the insurer, in accordance with terms and conditions
agreed upon with the insurer. The privilege of mak-
ing such conversion need be granted only if the
insurer's weekly premium industrial policies on the
life insured, in force as premium paying insurance
and on which conversion is requested, grant benefits
in event of death, exclusive of additional accidental
death benefits and exclusive of any dividend addi-
tions, in an amount not less than the minimum
amount of such insurance with less frequent pre-
mium payments issued by the insurer at the age of
the insured on the plan of industrial or ordinary in-
surance desired.

Conversion- SEC. .25.19 Conversion-Monthly Premium Poli-
monthly
poiis cies: There shall be a provision, in the case of

monthly premitini industrial policies, granting, upon
proper written request and upon presentation of
evidence of the insurability of the insured satisfac-
tory to the insurer, the privilege of converting his
monthly pre~mium industrial insurance to any form
of ordinary life insurance regularly issued by the
insurer, in accordance with terms and conditions
agreed upon with the insurer. The privilege of mak-
ing such conversions need be granted only if the
insurer's monthly premium industrial policies on the
life insured, in force as premium paying insurance
and on which conversion is requested, grant benefits
in event of death, exclusive of additional accidental
death benefits and exclusive of any dividend addi-
tions, in an amount not less than the minimum
amount of ordinary insurance issued by the insurer
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at the age of the insured on the plan of ordinary in-
surance desired.

SEC. .25.20 Title on Policy: There shall be a title Title on

on the face of each such policy '-)riefly describing its policy.

form.

SjEc. .25.21 Application to Term and Specified Application

Insurance: Any of the provisions required by this aipecifled
article or any portion thereof which are not ap-
plicable to single premium or term policies or to
policies issued or granted pursuant to nonforfeiture
provisions, shall to that extent not be incorporated
therein.

SEC. .25.22 Prohibited Provisions: No such pol- Prohibited

icy shall contain: provisions.

(1) A provision by which the insurer may Other

deny liability under the policy for the reason that frmsm

the insured has previously obtained other insurance insurer.
from the same insurer.

(2) A provision giving the insurer the right Disease.

to declare the policy void because the insured has
had any disease or ailment, whether specified or
not, or because the insured has received institu- Received

tional, hospital, medical or surgical treatment or treatment.

attention, except a provision which gives the in-
surer the right to declare the policy void if the Exception.

insured has, within two (2) years prior to the issu-
ance of the policy, received institutional, hospital,
medical or surgical treatment or attention and if
the insured or claimant under the policy fails to
show that the condition occasioning such treatment
or attention was not of a serious nature or was not
material to the risk.

(3) A provision giving the insurer the right Previous
rejection

to declare the policy void because the insured had o! insured.

lxaen rejected for insurance, unless such right be
conditioned upon a showing by the insurer, that
knowledge of such rejection would have led to a
refusal by the insurer to make such contract.

[467]1

[CH. 79.



CH. 79.]SESSION LAWS, 1947.

Limitation SEC. .25.23 Limitation of Liability: The insurer
of liability. may in any such policy limit its liability for the

same causes and to the same extent as is provided
in section .23.26 for other life insurance contracts.

ARTICLE TWENTY-SIX
MARINE AND TRANSPORTATION INSURANCE

ARTICLE TWENTY-SEVEN
PROPERTY INSURANCE

Over- SEC. .27.01 Over-Insurance Prohibited: 1. Over-
prohibited. insurance shall be deemed to exist if property or an

insurable interest therein is insured by one or more
insurance contracts against the same hazard in any
amount in excess of the fair value of the property
or of such interest, as determined as of the effective
date of the insurance or of any renewal thereof.

"Fair value.' 2. For the purposes of this section only the
term "fair value" means the cost of replacement
less such depreciation as is properly applicable to
the subject insured.

Urlawful 3. No person shall knowingly issue, place, pro-
act. cure, or accept any insurancc contract which would

result in over-insurance of the property or interest
therein proposed to be insured, except as is pro-
vided in section .27.02.

Penalty. 4. Each violation of this section shall subject
the violator to the penalties provided by this code.

Replcmn SEC. .27.02 Replacement Insurance: By any
InsuraLnet e. contract of insurance of real property or of any

insurable interest therein, the insurer may in con-
nection with a special provision or endorsement
made a part of the policy insure the cost of repair
or replacement of such property, if damaged or
destroyed by a hazard insured against, and without
deduction of depreciation.
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ARTICLE TWENTY-EIGHT

SURETY INSURANCE

SEC. .28.0 1 Requirements Deemed Met By Require-

Surety Insurer: Whenever by law or by rule of any deemed met
court, public official, or public body, any surety bond, insurer.

recognizance, obligation, stipulation or undertaking
is required or is permitted to be given, any such
bond, recognizance, obligation, stipulation, or under-
taking which is otherwise proper and the condi-
tions of which are guaranteed by an authorized
surety insurer, or by an unauthorized surety insurer
as a surplus line pursuant to article fifteen of this
code, shall be approved and accepted and shall be
deemed to fulfill all requirements as to number of
sureties, residence or status of sureties, and other
similiar requirements, and no justification by such
surety shall be necessary.

SEC. .28.02 Fiduciary Bonds, Expense: Any Fiduciary
bonds,fiduciary required by law to give bonds, may include expense.

as part of his lawful expense to be allowed by the
court or official by whom he was appointed, the
reasonable amount paid as premium for such bonds
to the authorized surety insurer or to the surplus
line surety insurer which issued or guaranteed such
bonds.

SEC. .28.03 Court Bonds, Costs: In any pro- court bonds,
ceeding the party entitled to recover costs may in- css

clude therein such reasonable sum as was paid to
such surety insurer as premium for any bond or
undertaking required therein, and as may be al-
lowed by the court having jurisdiction of such pro-
ceeding.

SEC. .28.04 Public Officers' Bonds, Costs: The Public
premium fo od ie ysuch surety insurers bonidE., costs.

for appointive or elective public officers and for
such of their deputies or employees as are required
to give bond shall be paid by the state, political
subdivision, or public body so served.
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Release from SEC. .28.05 Release From Liability: A surety
liability, insurer may be released from its liability on the

same terms and conditions as are provided by law
for the release of individuals as sureties.

ARTICLE TWENTY-NINE

TITLE INSURERS

Scopeo of SEC. .29.01 Scope of Article: 1. This article re-
rtxle. lates only to title insurers.

Does not 2. None of the provisions of this code shall be
a'Eracyto. deemed to apply to persons engaged in the business

of preparing and issuing abstracts of title to property
and certifying to the correctness thereof so long
as such persons do not guarantee or insure such
titles,

l Iflea- SEC. .29.02 Qualifications: A title insurer shall
u OflS. not be entitled to have a certificate of authority

unless it otherwise qualifies therefor, nor unless:
Stock (1) It is a stock corporation.
corporation.

Tract (2) It owns and maintains a complete set of
indexes, tract indexes of the county in which its principal

office within this state is located.

Guaranty (3) It deposits and keeps on deposit with the
fudepst State Treasurer through the Commissioner a guar-

anty fund in amount as set forth in section .29.03
and comprised of cash or securities of the kind made
eligible under this code for the investment of funds
of domestic life insurers.

Amount of SEC. .29.03 Amount of Deposit: 1. The amount
deposit. of the required guaranty fund deposit shall be de-

termined by the population, as at last official United
States or official state census, of the county within
which the insurer is to be authorized to transact
its business, as follows:
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County3 Population Amount of Guaranty Fund
More than but not more than Deposit Required

0 15,000 $10,000.00 Schedule.
15,000 35,000 $15,000.00
35,000 60,000 $25,000.00
60,000 100,000 $50,000.00

100,000 150,000 $75,000.00
150,000 300,000 $100,000.00
300,000 500,000 $150,000.00
500,000 $200,000.00

2. An insurer with a guaranty fund deposit minimum

amounting to not less than two hundred thousand deposit,

dollars ($200,000) may be authorized to transact
business throughout the entire state.

SEC. .29.04 Additional Counties: 1. Subject to Additional

paragraph two of this section a title insurer may beconis
authorized to transact business in two (2) or more
counties by having a guaranty fund deposit in the
largest amount reqjuired for any one (1) of such
counties.

2. A title insurer having its principal offices in Additional

one county may be authorized to transact business deposit.

in another county in which is located the principal
offices of another title insurer if its guaranty fund
deposit otherwise required is increased by the
amount required for such additional county as de-
termined pursuant to section .29.03.

SEC. .29.05 Deposit Fee: 1. On or before the Deposit fee.
second Monday in January of each year the insurer
shall pay to the State Treasurer for the use of the
state a deposit fee in amount equal to one-tenth
of one per cent (1/10 of 1%) of the value of the
guaranty fund deposit of the insurer as of the pre-
ceding December thirty-first.

2. Upon termination of the guaranty fund de- Computation
of fee uoposit, such deposit fee shall be computed upon the terminaio

value of the deposit as of the first day of January of deposit.

of the calendar year in which termination takes
place, and shall be due and payable prior to the
release of the securities comprising the deposit.
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Failure to 3. Upon failure of the insurer to pay the de-
pay fe, posit fee within thirty (30) days after date due,

the State Treasurer shall sell sufficient of the se-
curities comprising the deposit to pay the fee.

Imarment SEC. .29.06 Impairment of Deposit: If an in-
of deoi. insurer's guaranty fund deposit becomes impaired

for any cause, the Commissioner shall forthwith
give notice thereof -to the insurer, requiring that the
impairment be cured within thirty (30) days after
the date of the notice. If the impairment is not so
cured, the Commissioner shall forthwith revoke
the insurer's certificate of authority.

Ley f SEC. .29.07 Levy of Ex-ecutionUpnD ost
upo dpost.Ifan insurer fails to satisfy any judgment against

it arising out of its liability under any title insurance
policy or certificate of title issued, insured, or as-
sumed by it, within thirty (30) days after the final-
ity of the judgment became fixed, the judgment may
be enforced against the insurer's guaranty fund
deposit through the following procedure:

J udgmne nt (1) The judgment creditor shall peiinthe
ereditor toptto
petition. court wherein the judgment is entered and as part

of the same cause, truthfully setting forth the facts
regarding the insurer's failure to satisfy the judg-
ment as required by this section.

Special (2) Upon such petition the court shall direct
exeutin.issuance of a special execution directed to the Sher-

iff of Thurston County, requiring that the sheriff sell
so much of the securities on deposit as may be re-
quired to satisfy the judgment and pay the costs
of the levy.

Service (3) The court's' order for issuance of the special
on State
Treasurer, execution shall also direct that a copy of the judg-

ment and of the petition be served upon the State
Treasurer within five (5) days after the date of
the order.

Securties (4) Upon issuance of such special execution
sheriff, and upon such service upon the State Treasurer, the
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State Treasurer shall deliver to such sheriff suffi-
cient of such securities as may be required for sale
to satisfy the judgment and to pay such costs.

SEC. .29.08 Registration of Securities: The se- Registration

curities comprising the guaranty fund deposit shall o' securities.

be registered in the name of or endorsed or assigned
to the State Treasurer.

SEC. .29.09 Condition of Deposit: 1. The securi- Condition

ties comprising the guaranty fund deposit shall be of deposit.

held by the State Treasurer as a special guaranty
fund securing the faithful performance by the in-
surer of all its undertakings and liabilities as to
any title guaranteed or insured by it.

2. Such deposit shall not be subject to any other Insurance
liabilitiesliabilities of the insurer until after all its liabilities have priority.

named in paragraph one of this section have been
discharged.

SEC. .29.10 Termination of Deposit: 1. A guar- Teirnination

anty fund deposit shall be terminated only upon the of diiposit.

existence of any of the following conditions:
(1) Upon termination of all liabilities of the Termination

insurer, other than through reinsurance, under all of liabilities.

guaranties or insurau~ces of titles made, issued, or as-
sumed by it.

(2) Upon reinsurance of all such liabilities of Reinsurance

the insurer, with the Commissioner's approval, in isurer.

another insurer holding a certificate of authority
as a title insurer in this state.

2. For the purposes of this section only, all When
liabilityliability of the insurer with regard to a title guar- deemed

anteed or insured by it shall be deemed terminated terminated.

upon the expiration of twenty-one (21) years from
the date of the guaranty or insurance, unless prior
thereto a claim of loss has been made with reference
thereto and settlement of such loss then remains
pending.
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Release of SEC. .29.11 Release of Securities: 1. Upon any
securities, termination of the guaranty fund deposit, the State

Treasurer shall release the securities comprising
it to the insurer after the following conditions have
been complied with:

Application. (1) The insurer shall make written application
for such release, verified by the oaths of its presi-
dent and secretary.

Examination (2) The State Treasurer shall in due course
rc~rr following upon such application make such exami-

nation of the records of the insurer, and of the in-
surer's officers under oath, as he deems reasonably
necessary to determine that the conditions for ter-
mination of the deposit have been met.

Revocation 2. Upon release of the securities, the Commis-
of certificate
of authority. sioner shall revoke the insurer's certificate of au-

thority.

Special SEC. .29.12 Special Reserve Fund: 1. Each title
resrv fu d.insurer shall annually apportion to a special reserve

fund an amount determined by applying the rate of
twenty-five cents ($0.25) for each one thousand
dollars ($1,000) of net increase of insurance it has
in force as at the end of such year. Such apportion-
ment shall be continued or resumed as needed to
maintain the special reserve fund at an amount
equal to not less than the guaranty fund deposit
required of the insurer.

Is an 2. The special reserve fund shall be held by
additional

uaanty the insurer as an additional guaranty fund, and shall
fuundr. be used only for the payment of losses after the

insurer's liquid resources available for the payment
of losses, other than such special reserve fund or
the guaranty fund deposit, have beien exhausted.

Computation 3. For the purposes of computing the special
o; lnd. reserve fund as provided in paragraph one of this

section, net increase of insurance! in force resulting
from reinsurance of the risks of another title in-
surer shall not be included to the extent that a like
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special reserve fund on such insurance is main-
tained by the ceding insurer.

SEC. .29.13 Investments: The funds of a domes- Investments.

tic title insurer, other than those representing its
guaranty fund deiposit, shall be invested as fol-
lows:

(1) Funds in amount not less than its required Special

special reserve shall be kept invested in invest-
ments eligible for domestic life insurers.

(2) Other funds may be invested in: Other funds.

(a) The insurer's plant and equipment.
(b) Stocks and bonds of abstract companies

when approved by the Commissioner.
(c) Investments eligible for the investment of

funds of any domestic insurer.

SEC. .29.14 Premium Rates: 1. Premium rates Premium

for the insuring or guaranteeing of titles shall not
be excessive, inadequate, or unfairly discrimina-
tory.

2. Each title insurer shall forthwith file with Schbeduled
with Comn-the Commissioner a schedule showing the premium missioner.

rates to be charged by it. Every addition to or modi-
fication of such schedule or of any rate therein con-
tained shall likewise be filed with the Commissioner,
and no such addition or modification shall be effec-
tive until expiration of fifteen (15) days after date
of such filing.

3. The Commissioner may order the modifica- Modificationof rates.
tion of any premium rate or schedule of premium
rates found by 14im after a hearing to be excessive,
or inadequate, or unfairly discriminatory. No such
order shall require retroactive modification.

SEC. .29.15 Taxation of Title Insurers: Title in- Taxation
of title

surers and their property shall be taxed by this insurers.

state in accordance with the general laws relating
to taxation, and not otherwise.
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ARTICLE THIRTY

UNFAIR PRACTICES AND FRAUDS

Unfair SEC. .30.01 Unfair Practices in General: 1. No
general. person engaged in the business of insurance shall

engage in unfair methods of competition or in unfair
or deceptive acts or practices in the conduct of such
business as such methods, acts, or practices are de-
fined pursuant to paragraph two of this section.

comnmis- 2. In addition to such unfair methods and un-
deiner unfir fair or deceptive acts or practices as are expressly
ratios. defined and prohibited by this code, the Commis-

sioner may from time to time by regulations pro-
mulgated only after a hearing thereon, define other
methods of competition and other acts and practices
in the conduct of such business reasonably found by
him to be unfair or deceptive.

Effective 3. No such regulation shall be made effective
date of such
regulations, prior to the expiration of thirty (30) days after

the date of the order on hearing by which it is
promulgated.

regilions o 4. The Commissioner shall forthwith file a copy
regrltios.ofevery such regulation in the office of the County

Auditor of each county of this state.

Orders to 5. If the Commissioner has cause to believ 'e that
cease and an esnis violating aysuch regulation h hldesist,. n esnayh hl

order such person to cease and desist therefrom.
The Commissioner shall deliver such order to such

Delivery, person direct or mail it to the person by registered
mail with return receipt requested. If the person
fails to comply therewith before expiration of ten
(10) days after the cease and desist order has been

Penalty. received by him, he shall forfeit to the people of this
state a sum not to exceed two hundred and fifty
dollars ($250) for each violation committed there-
after, such penialty to be recovered by an action
prosecuted by the Commissioner.

co,, acts SEC. .30.02 Anti-Compact Law: 1. No person
prohiVbite d, shall either within or outside of this state enter into
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any contract, understanding or combination with
any other person to do jointly or severally" any act
or engage in any practice for the purpose of

(1) controlling the rates to be charged for Controlling

insuring any risk or any class of risks in this state; rates.

Of'

(2) unfairly discriminating against any person Unfair dis-

in this state by reason of his plan or method of crimination.

transacting insurance, or by reason of his affiliation
or nonaffiliation with any insurance organization; or

(3) establishing or perpetuating any condition Injurinf free

in this state detrimental to free competition in the compet tion.

business of insurance or injurious to the insuring
public.

2. This section shall not apply relative to oceanInuac,
section doesmarine and foreign trade insurances, not apply.

3. This section shall not be deemed to prohibit Articleno

the doing of things permitted to be done in accord- affected.

ance with the provisions of article nineteen of this
code.

4. Whenever the Commissioner has knowledge Cower of
of any violation of this section he shall forthwithsonr
order the offending person to discontinue such prac-
tice immediately or show cause to the satisfaction
of the Commissioner why such order should not be
complied with. If the offender is an insurer or a
licensee under this code and fails to comply with
such order within thirty (30) days after receipt
thereof, the Commissioner may forthwith revoke the Penalty.

offender's certificate of authority or licenses.

SEc. .30.03 False Financial Statements: No per- False
fnancial

son shall knowingly file with any public official nor statements.

knowingly make, publish, or disseminate any fi-
nancial st:-te-nent of an insurer which does not ac-
curately state the insurer's financial condition.

SEc. .30.04 False Information and Advertising: False
informationNo person shall knowingly make, publish, or dis- and

seminate any false, deceptive or misleading repre- avriig
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sentation or advertising in the conduct of the busi-
ness of insurance, or relative to the business of
insurance or relative to any person engaged therein.

Advertise- SEC. .30.05 Advertisement Must Show Name,
ment mut
show nae, Domicile: Every advertisement of, by, or on behalf
domicile. of an insurer shall set forth the name in full of the

insurer and the location of its home office or princi-
pal office, if any, in the United States (if an alien
insurer).

Insurer SEC. .30.06 Insurer Name: No person who is
name. not an insurer shall assume or use any name which

deceptively infers or suggests that it is an insurer.
Advertise- SEC. .30.07 Advertisement of Financial Condi-
ment of
financial tion: 1. Every advertisement by or on behalf of

conitin. any insurer purporting to show its financial condi-
L-ist verified tion may be in a condensed form but shall in sub-
statement. stance correspond with the insurer's last verified

statement filed with the Commissioner.
Actual 2. No insurer or person in its behalf shall adver-
assets, tise assets except those actually owned and possessed

by the insurer in its own exclusive right, available
for the payment of losses and claims, and held for
the protection of its policyholders and creditors.

Defamation SEC. .30.08 Defamation of Insurers: No person
of insurers, shall make, publish, or disseminate, or aid, abet or

encourage the making, -publishing, or dissemination
of any information or statement which is false or
maliciously critical and which is designed to injure
in its reputation or business any authorized insurer
or any domestic corporation or reciprocal being
formed pursuant to this code for the purpose of be-
coming an insurer.

Misrepresen- SEC. .30.09 Misrepresentation of Policies: No
poliies. person shall make, issue or circulate, or cause to be

made, issued or circulated any misrepresentation of
the terms of any policy or the benefits or advantages
promised thereby, or the dividends or share of sur-
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plus to be received thereon, or use any name or title
of any policy or class of policies misrepresenting the
nature thereof.

SEC. .30.10 Dividends Not To Be Guaranteed: NO Dividends
not to beinsurer, agent, broknr, solicitor, or other person, shall guaranteed.

guarantee or agree to tn;, payment of future divi-
dends or future refunds of unused premiums or sav-
ings in any speciflc or approximate amounts or per-
centages on account of any insurance contract.

SEC. .30.11 Polltical Contributions: 1. No insurer Political

or fraternal benefit SOL-ety doing business in this cnrbtos

state shall directly or indirectly pay or use, or offer,
consent or agree to pay or use any money or thing
of value for or in aid of any political party; nor for
or in aid of any candidate for any political office, nor
for the nomination for such office; nor for reimburse-
ment or indemnification of any person for money or
property so used.

2. Any individual who violates any provision of Penalt .

this section. or who participates in, aids, abets, ad-
vises, or consents to any such violation, or who
solicits or knowingly receives any money or thing
of value in violation of this section, shall be guilty
of a gross misdemeanor and shall be liable to the
insurer or society for the amount so contributed or
received.

SEC. .30.12 Misconduct of Directors, Officers, Em- Misconduct

ployees: No director, officer, ageqt, attorney-in-fact, offr icors,

or employee of an insurer shall: employees.

(1) Knowingly receive or possess himself of any Receive

of its property, otherwise than in payment for a just prpet

demand, and with intent to defraud, omit to make wrongfully.

or to cause or direct to be made, a full and true entry
thereof in its books and accounts; nor,

(2) make or concur in making any false entry, F'alse entries

or concur in omitting to make any material entry, in in records.

its books or accounts; nor,.
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F'alse (3) knowingly concur in making or publishing
statement, any written report, exhibit or statement of its af-

fairs or pecuniary condition containing,.! any material
statement which is false, or omit or concur in omit-
ting any statement required by law to be contained
therein; nor,

Fail to (4) -aigthe custody or control of its books,
make proper hvn
entries in willfully fail to make any proper entry in the books

books. of the insurer as required by law, or to exhibit or
allow the same to be inspected and extracts to be
taken therefrom by any person entitled by law to
inspect the same, or take extracts therefrom; nor,

Fail to dis- (5) if a notice of an application for an injunction
close service otele pcssrth
of process. or ohrlgal poesaffecting orinvolvingth

property or business of the insurer is served upon
him, fail to disclose the fact of such service and the
time and place of such application to the other di-
rectors, officers, and managers thereof; nor,

Fail to make (6) fail to make any report or statement law-
reports. fully required by a public officer.

Guilt of SEC. .30.13 Guilt of Directors: A director of an
dirctos. insurer is deemed to have such knowledge of its

affairs as to enable him to determine whether any
act, proceeding, or omission of its directors is a
violation of any provision of this article. If present
at a meeting of directors at which any act, proceed-
ing, or omission of its directors which is a violation
of any such provision occurs, he must be deemed to
have concurred therein unless at the time lie causes
or in writing requires his dissent therefrom to be
entered on the minutes of the directors.

Presumption If absent from such meeting, he must be deemed
of concur-
rence of to have concurred in any such violation if the facts
absent
director, constituting such violation appear on the records or

minutes of the proceedings of the board of directors,
and he remains a director of the insurer for six (6)
months thereafter without causing or in writing
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requiring his dissent from such violation to be
entered upon such record or minutes.

SEC. .30.14 Rebates: 1. Except to the extent Rebates

provided for in an applicable filing with the Corn- unlawful,

missioner then in effect, no insurer, general agent,
agent, broker, or solicitor shall, as an inducement to
insurance, or after insurance has been effected, di-
rectly or indirectly, offer, promise, allow, give, set
off, or pay to the insured or to any employee of the
insured, any rebate, discount, abatement, or reduc-
tion of premium or any part thereof named in any
insurance contract, or any commission thereon, or
earnings, profits, dividends, or other benefit, or any
other valuable consideration or inducement whatso-
ever which is not expressly provided for in the
policy.

2. Paragraph one of this section shall not apply Exception.

as to commissions paid to a licensed agent, general
agent, broker, or solicitor for insurance placed on his
own property or risks, if the aggregate of such com-
missions does not exceed five per cent (5%7) of the
total net commissions received by the agent, general
agent, broker, or solicitor during the same twelve-
month period.

3. This section shall not apply to the allowance Customary
discountsby any marine insurer, or marine insurance agent, permitted.

general agent, broker, or solicitor, to any insured, in
connection with marine insurance, of such discount
as is sanctioned by custom among marine insurers
as being additional to the agent's or broker's commis-
sion.

SEc. .30.15 Illegal Inducements: No insurer, gen- Iliegal

eral agent, agent, broker, solicitor, or other person Idcmns

shall, as an inducement to insurance, or in connection
with any insurance transaction, provide in any policy
for, or offer, or sell, buy, or offer or promise to buy
or give, or promise, or allow to the insured or pros-

-- 16
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pective insured or to any other person on his behalf
in any manner whatsoever:

Securities. (1) Any shares of stock or other securities issued
or at any time to be issued or any interest therein or
rights thereto; or,

.Contract (2) any special advisory board contract, or other
for profits, contract, agreement, or understanding of any kind,

offering, providing for, or promising any profits or
special returns or special dividends; or,

Prizes. (3) any prizes, goods, wares, or merchandise of
an aggregate value in excess of one dollar ($1).

License SEC. .30.16 License Revocation for Rebates: The
revocation
for rebates. Commissioner shall revoke the certificates of au-

thority or licenses of any insurer, general agent,
agent, broker, or solicitor guilty of violating any
provision contained in sections .30.14 and .30.15. No
such insurer, general agent, agent, broker, or solici-
tor shall, following any such revocation, be eligible
for a certificate of authority or license within one
(1) year after such revocation.

Rieceiving SEC. .30.17 Receiving Rebate: 1. No insured per-
rebate, son shall receive or accept, directly or indirectly, any

rebate of premium or part thereof, or any favor, ad-
vantage, share in dividends, or other benefits, or any
valuable consideration or inducement not specified
or provided for in the policy, or any commission on
any insurance policy to which he is not lawfully en-
titled as a licensed agent, broker, or solicitor. The
retention by the nominal policyholder in any group
life insurance contract of any part of any dividend
or reduction of premium thereon contrary to the
provisions of section .24.26, shall be deemed the ac-
ceptance and receipt of a rebate and shall be punish-
able as provided by this code.

Reduction of 2. The amount of insurance whereon the insured
insurance, has so received or accepted any such rebate or any

such commission, other than as to life or disability
insurances, shall be reduced in the proportion that
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the amount or value of the rebate or commission
bears to the premium for such insurance. In addition
to such reduction of insurance, if any, any such in- penalty.
sured shall be liaible to a fine of not more than two
hundred dollars ($200).

SEC. .30.18 "Twisting" Prohibited: No person "Twisting"

shall 'by misrepresentations or by misleading com- prohibited.

parisons, induce or tend to *induce any insured to
lapse, terminate, forfeit, surrender, retain, or con-
vert any insurance policy.

SEC. .30.19 Illegal Dealing in Premiums: 1. No i*iegin
person shall willfully collect any sum as premium premiums.

for insurance, which insurance is not then provided
or is not in due course to be provided by an insurance insurance

policy issued by an insurer as authorized by this not provided.

code.
2. No person shall willfully collect as premium over-

for insurance any sum in excess of the amount actu-chrig
ally expended or in due course is to be expended for
insurance applicable to the subject on account of
which the premium was collected.

3. No person shall willfully or knowingly fail to Failure to

return to the person entitled thereto within a rea-reunxcs
sonable length of time any sum collected as premium
for insurance in excess of the amount actually ex-
pended for insurance applicable to the subject on ac-
count of which the premium was collected.

4. Each violation of this section which does not penalty.
amount to a felony shall constitute a misdemeanor.

oiEC. .30.20 Hypothecation of Notes Prohibited: It Ilypotlieca-
tion of notes

shall be unlawful for any insurer or its representa- proiited.

tive, or any agent or broker, to hypothecate, sell, or
dispose of an promissory note, received in payment
for any premium or part thereof on any contract of
life insurance or of disability insurance applied for,
prior to delivery of the policy to the applicant.

SEC. .30.21 Misrepresentations in Application for Misrepresen-

Insurance: Any agent, solicitor, broker, examining faIprplce
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physician or other person who makes a false or fraud-
ulent statement or representation in or relative to an
application for insurance in an insurer transacting
insurance under the provisions of this code, shall be
guilty of a misdemeanor, and the license of any such
agent, solicitor, or broker so guilty shall be revoked.

Willful SEC. .30.22 Willful Destruction or Injury of Prop-
orijuyo erty: Any person, who, with intent to defraud or

proprty. prejudice the insurer thereof, willfully burns or in
any manner injures or destroys property which is,
insured at the time against loss or damage by fire or
by any other casualty, under such circumstances not
making the offense arson, is guilty of a felony.

False SEC. .30.23 False Claims or Proofs: Any person,
pros who, knowing it to be such:

(1) Presents, or causes to be presented, a false or
fraudulent claim, or any proof in support of such a
claim, for the payment of a loss under a contract of
insurance; or,

Penalty. (2) prepares, makes, or subscribes any false or
fraudulent account, certificate, affidavit, or proof of
loss, or other document or writing, with intent that
it be presented or used in support of such a claim,
is guilty of a gross misdemeanor.

Rate war SEC. .30.24 Rate War Prohibited: 1. Any insurer
prohibited. which precipitates, or aids in precipitating or con-

ducting a rate war and by so doing writes or issues
a policy of insurance at a ]ess rate than permitted un-
der its schedules filed with the Commissioner, or be-
low the rate deemed by him to be proper and ade-
quate to cover the class of risk insured, shall have its
certificate of authority to do business in this state
susper'ded until such time as the Commissioner is
satisfied that it is charging a proper rate of premium.

2. Any insurer which has precipitated, or aided
in precipitating or conducting a rate war for the
purpose of punishing or eliminating competitors or
stiflig competition, or demoralizing the business, or
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for any other purpose, and has ordered the cancella- Co.missions
,"nnot be

tion or rewriting of policies at a rate lower than charged back
that provided by its rating schedules where such rate
war is not in operation, and has paid or attempted to
pay to the insured any return premiums, on any
risk so to be rewritten, on which its agent has re-
ceived or is entitled to receive his regular commis-
sion, such insurer shall not be allowed to charge
back to such agent any portion of his commission on
the ground that the same has not been earned.

ARTICLE THIRTY-ONE

MERGERS, REHABILITATION, LIQUIDATION

SEC. .31.01 Merger or Consolidation: 1. Subject merger or

to the provisions of section .08.08, relating to the te'n.0iia

mutualization of stock insurers, section .09.35, relat-
ing to the conversion or reinsurance of mutual in-
surers, and section .10.33, relating to the consolida-
tion or convers ion of reciprocal insurers, a domestic
insurer may merge or consolidate with another in-
surer, subject to the following conditions:

(1) The plan of merger or consolidation Must Approved

be submitted to and be approved by the Commis- s Z1nceo m m'

sioner in advance of the merger or consolidation.
(2) The Commissioner shall not approve any Plan must

such plan unless, after a hearing, he finds that it is be fair.

fair, equitab~le, consistent with law, and that no rea-
sonable objection exists. If the Commissioner fails
to approve the plan, he shall state his reasons for Disapproval.

such failure in his order made on such hearing.
(3) No director, officer, member, or subscriber Certain fees

of any such insurer, except as is expressly provided prohibited.

by the plan of merger or consolidation, shall receive
any fee, commission, other compensation or valuable
consideration whatsoever, for in any manner aiding,
promoting or assisting in the merger or consolida-
tion.

(4) Any merger or consolidation as to an incor- Bsns

porated domestic insurer shall in other respects be lwaplies.

[485]1

[Cn. 79.



Cii.70.]SESSION LAWS, 1947.

governed by the general laws of this state relating to
Approval business corporations. Except, that as to domestic

= eti mutual insurers, approval by two-thirds (2,4 of its
Insurers. members who vote thereon pursuant to such notice

and procedure as was approved by the Commissioner
shall constitute approval of the merger or consolida-
tion as respects the insurer's members.

When 2. Reinsurance of all or substantially all of the
reinsurance
deemed insurance in force of a domestic insurer by another

cosoidtin.insurer shall be deemed a consolidation for the pur-
poses of this section.

SEC. .31.02 Scope: For the purposes of this ar-
ticle, other than as to section .31.01, and in addition
to persons included under section .3 1.11, the term

"Insurer." "insurer"~ shall be deemed to include all persons pur-
porting tvo be engaged as insurers in the business of
insurance in this state, and to persons in process of
organization to become insurers.

G rounds for SEC. .3 1.03 Grounds for Rehabilitation: The Coin-
rehabilita- .
tion, missioner may apply for an order directing him to

rehabilitate a domestic insurer upon one or more of
the following grounds: That the insurer

Insolvency. (1) is insolvent; or,

Refusal to be (2) has refused to submit its books, records, ac-
examined. counts or affairs to the reasonable examination of the

Commissioner; or,
Violation (3) has failed to comply with the Commissioner's
of Commis-
sioner's order, made pursuant to law, to make good an in-
orders.

pairment of capital (if a stock insurer) or an im-
pairment of surplus (if a mutual or reciprocal in-
surer) within the time prescribed by law; or,

Unauthorized (4) has transferred or attempted to transfer
merger, substantially its entire property or business, or has

entered into any transaction the effect of which is
to merge substantially its entire property or business
in that of any other insurer without first having ob-
tained the written approval of the Commissioner;
or,
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(5) is found, after examination, to be in such Hazardous

condition that its further transaction of business will conditionl.

be hazardous to its policyholders, or to its creditors,
or to its members, subscribers, or stockholders, or to
the public; or,

(6) has willfully violated its charter or any law Violation of

of this state; or, catr

(7) has an officer, director, or manager who has Refusal of
officer orrefused to be examined under oath, concerning its director to

affairs, for which purpose the Commiissioner is au- testify.
thorized to conduct and to enforce by all appropriate
and available means any such examination under
oath in any other state or territory of the United
States, in which any such officer, director or mana-
ger may then presently be, to the full extent per-
mitted by the laws of any such other state or terri-
tory, this special authorization considered; or,

(8) has been the subject of an application for the Receiver
appointed orappointment of a receiver, trustee, custodian or se- apPointment

questrator of the insurer or of its property, or if aImiet
receiver, trustee, custodian, or sequestrator is ap-
pointed by a federal court or if such appointment is
imminent; or,

(9) has consented to such an order through a ma- Consent to

jority of its directors, stockholders, members, or appointmnent.

subscribers; or,
(10) has failed to pay a final judgment rendered Failure to

,ayfinal
against it in any state upon any insurance contract uidgmet.

issued or assumed by it, within thirty (30) days
after the judgment became final or within thirty
(30) days after time for taking an appeal has ex-
pired, or within thirty (30) days after dismissal of
an appeal before final determination, whichever date
is the later.

SEC. .3 1.04 Order of Rehabilitation-Termination: Odro
11 rer ofit

1. An order to rehabilitate a domestic insurer shal tiohailta
direct the Commissioner forthwith to take possession
of the property of the insurer and to conduct the busi-
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ness thereof, and to take such steps toward removal
of the causes and conditions which have made reha-
bilitation necessary as the court may direct.

Order of -2. If at any time the Commissioner deems that
liquidation, further efforts to rehabilitate the insurer would be

useless, he may apply to the court for an order of
liquidation.

Termination 3. The Commissioner, or any interested person
of rehabilita-
tion proceed- upon due notice to the Commissioner, at any time

ing. may apply for an order terminating the rehabilita-
tion proceeding and permitting the insurer to re-
sume possession of its property and the conduct of
its business, but no such order shall be granted ex-
cept when, after a full hearing, the court has deter-
mined that the purposes of the proceedings have been
fully accomplished.

Grounds for SEC. .3 1.05 Grounds for Liquidation: The Coin-
liquidation, missioner may apply for an order directing him to

liquidate the business of a domestic insurer or of the
United States branch of an alien insurer having
trusteed assets in this state, regardless of whether
or not there has been a prior order directing him
to rehabilitate such insurer, upon any of the grounds
specified in section .31.03 or upon any one or more
of the following grounds: That the insurer

Ceased (1) has ceased transacting business for a period
business, of one (1) year; or,

Insolvency. (2) is an insolvent insurer and has commenced
voluntary liquidation or dissolution, or attempts to
commence or prosecute any action or proceeding to
liquidate its business or affairs, or to dissolve its

Voluntary corporate charter, or to procure the appointment of
liquidation, a receiver, trustee, custodian, or sequestrator under

any law except this code; or,
No certificate (3) has not organized or completed its organiza-
of authority. tion and obtained a certificate of authority as an in-

surer prior to the expiration or revocation of its
solicitation permit.
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SEC. .31.06 Order of Liquidation: 1. An order to order of

liquidate the business of a domestic insurer shall liquidation.

direct the Commissioner forthwith to take posses-
sion of the property of the insurer, to liquidate its
business, to deal with the insurer's property and
business in his own name as Commissioner or in the
name of the insurer as the court may direct, to give
notice to all creditors who may have claims against
the insurer to present such claims.

2. The Commissioner miay apply under this ar- Dissolution.

ticle for an order dissolving the corporate existence
of a domestic insurer:

(1) Upon his application for an order of liquida-
tion of such insurer, or at any time after such order
has been granted; or,

(2) upon the grounds specified in item three of
section .31.05, regardless of whether an order of
liquidation is sought or has been obtained.

SEC. .31.07 Liquidation of Alien Insurers: An or- Liuidation
ofale

der to liquidate the business of the United States insurers.

branch of an alien insurer having trusteed assets in
this state shall be in the same terms as those pre-
scribed for domestic insurers, except that only the
assets of the business of such United States branch
shall be included therein.

SEC. .31.08 Conservation of Assets of Foreign In- Conservation
of assets of

surer: The Commissioner may apply for an order foreign

directing him to conserve the assets within this state
of a foreign insurer upon any one or more of the
following grounds:

(1) Upon any of the grounds specified in items Grounds.

one to nine inclusive of section .3 1.03 and in item two
of section .31.05.

(2) That its property has been sequestrated in its
domiciliary sovereignty or in any other sovereignty.

SEC. .31.09 Conservation of Assets of Alien In- conservation
The Cmmisionermay pply or a ordeof ssosurer: Th omsinrmyapyfra re alitenIn isu'rer.

directing him to conserve the assets within this state
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Grounds, of an alien insurer upon any one or more of the
following grounds:

(1) Upon any of the grounds specified in items
one to nine inclusive of section .31.03 and in item
two of section .31.05; or,

(2) that the insurer has failed to comply, within
the time designated by the Commissioner, with an or-
der of the Commissioner pursuant to law to make
good an impairment of its trusteed funds; or,

(3) that the property of the insurer has been se-
questrated in its domiciliary sovereignty or else-
where.

Foreign SEC. .31.10 Order of Conservation or Ancillary
or alien Liquidation of FrinorAleInurs1.nodrInsurers. oeg le .A re

to conserve the assets of a foreign or alien insurer
shall direct the Commissioner forthwith to take pos-

Order of session of the property of the insurer within this
conservation, state and to conserve it, subject to the further di-

rection of the court.
Ancillary 2. Whenever a domiciliary receiver is appointed
receiver, for any such insurer in its domiciliary state which

is also a reciprocal state, as defined in section .31.11,
the court shall on application of the Commissioner
appoint the Commissioner as the ancillary receiver
in this state, subject to the provisions of the Uniform
Insurers Liquidation Act.

Uniform SEC. .31.11 Uniform Insurers Liquidation Act:
insurers This section and sections .31.12 to .31.18 inclusive
liquidationIact comprise and may be cited as the Uniform Insurers
Definitions. Liquidation Act. For the purposes of this act:

"Insurer." (1) "Insurer" means any person, firm, corpora-
tion, association, or aggregation of persons doing an
insurance business and subject to the insurance su-
pervisory authority of, or to liquidation, rehabilita-
tion, reorganization, or conservation by, the Commis-
sioner, or the equivalent insurance supervisory of-
ficial of another state.
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(2) "Delinquency proceeding" means any pro- "Delin- po

ceeding comnmenced against an insurer for the pur- ce'edijng!Y"

pose of liquidating, rehabilitating, reorganizing, or
conserving such insurer.

(3) "State" means any state of the United States, "State."

and also the District of Columbia, Alaska, Hawaii and
Puerto Rico.

(4) "Foreign country" means territory not in "Foreign

any state. country."

(5) "Domiciliary state" means the state in which "Doiniciliary

an insurer is incorporated or organized, or, in the state."

case of an insurer incorporated or organized in a
foreign country, the state in which such insurer,
having become authorized to do business in such
state, has, at the commencement of delinquency
proceedings, the largest amount of its assets held in
trust and assets held on deposit for the benefit of its
policyholders or policyholders and creditors in the
United States; and an1' such insurer is. deemed to be
domiciled in such state.

(6) "Ancillary state" means any state other than "Axncilary

a domiciliary state.ste.
(7) "Reciprocal state" means any state other "Reciprocal

than this state in which in substance and effect the stte."

provisions of this act are in force, including the pro-
visions requiring that the Insurance Commissioner
or equivalent insurance supervisory official be the
receiver of a delinquent insurer.

(8) "General assets" means all property, real, "General

personal, or otherwise, not specifically mortgaged, ast.

pledged, deposited, or otherwise encumbered for
the security or benefit of specified persons or a lim-
ited class or classes of persons, and as to such specific-
ally encumbered property the term includes all such
property or its proceeds in excess of the amount
necessary to discharge %t±he sum or sums secured
thereby. Assets held in trust and assets held on de-
posit for the security or benefit of all policyholders,
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or all policyholders and creditors in the United
States, shall be deemed general assets.

"Preferred (9) "Preferred claim" means any claim with re-
claim." spect to which the law of a state or of the United

States accords priority of payment from the general
assets of the insurer.

"Special (10) "Special deposit claim" means any claim
cli. secured by a deposit made pursuant to statute for the

security or benefit of a limited class or classes of per-
sons, but not including any general assets.

"Secured (11) "Secured claim" means any claim secured
claim," by .mortgage, trust, deed, pledge, deposit as security,

escrow, or otherwise, but not including special de-
posit claims or claims against general assets. The
term also includes claims which more than four (4)
months prior to the commencement of delinquency
proceedings in the state of the insurer's domicile
have become liens upon specific assets by reason of
judicial process.

"Receiver." (12) "Receiver" means receiver, liquidator, re-
habilitator, or conservator as the context may re-
quire.

Conduct of SEC. .31.12 Conduct of Delinquency Proceedings
delinquency
proce edings Against Insurers Domiciled in This State: 1. When-

insuer. ever under the laws of this state a receiver is to be
domiciled in
this state, appointed in delinquency proceedings for an in-

surer domiciled in this state, the court shall appoint
the Commissioner as such receiver. The court shall

Commis- direct the Commissioner forthwith to take posses-
sioner Is
receiver. sion of the assets of the insurer and to administer the

same under the orders of the court.

Cominis- 2. As domiciliary receiver the Commissioner
title, shall be vested by operation of law with the title

to all of the property, contracts, and rights of action,
and all of the books and records of the insurer wher-
ever located, as of the date& of entry of the order di-
recting him to rehabilitate or liquidate a domestic
insurer, or to liquidate the United States branch of

[ 492

Cii. 79.]



SESSION LAWS, 1947. [H 9

an alien insurer domiciled in this state, and he shall
have the right to recover the same and reduce the
same to possession; except that ancillary receivers
in reciprocal states shall have, as to assets located
in their respective states, the rights and powers
which are hereinafter prescribed for ancillary re-
ceivers appointed in this state as to assets located
'in this state.

3. The filing or recording of the order directing Friling o
possession to be taken, or a certified copy thereof, in rerdiag

the office where instruments affecting title to prop-noie
erty are required to be filed or recorded shall impart
the same notice as would be imparted by a deed, bill
of sale, or other evidence of title duly filed or re-
corded.

4. The Commissioner as domiciliary receiver Bond.

shall be responsible on his official bond for the proper
administration of all assets coming into his posses-
sion or control. The court may at any time require
an additional bond from him or his deputies if
deemed desirable for the protection of the assets.

5. Upon taking possession of the assets of an in- Conduct

surer the domiciliary receiver shall, subject to the di-buies
rection of the court, immediately proceed to conduct Liquidate.

the business of the insurer or to take such steps as
are authorized by the laws of this state for the pur- R .organize.

pose of liquidating, rehabilitating, reorganizing, or
conserving the affairs of the insurer.

6. In connection with delinquency proceedings Commis-
the Commissioner may appoint one or more special apontma

deputy commissioners to act for him, and may em-asitn.
ploy such counsel, clerks, and assistants as he deems
necessary. The compensation of the special deputies,
counsel, clerks, or assistants and all expenses Of Payment

taking possession of the insurer and of conducting sation.

the proceedings shall be fixed by the receiver, sub-
ject to the approval of the court, and shall be paid
out of the funds or assets of the insurer. Within the
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limits of the duties imposed upon them special dep-
uties shall possess all the powers given to, and, in
the exercise of those powers, shall be subject to all
of the duties imposed upon the receiver with respect
to such proceedings.

Conduct of SEC. .31.13 Conduct of Delinquency Proceedings
delinquencyAgisInuesntDmcedi ,1 Sa:
proceedings Agis nsrrLo Dmcld iTisSte:1
agaiflnt Whenever under the laws of this state an ancillary
domiciled in
this state, receiver is to be appointed in delinquency proceed-

ings for an insurer not domiciled in this state, the
court shall appoint the Commissioner as ancillary

comis- receiver. The Commissioner shall file a petition re-
ancillary questing the appointment (a) if he finds that there

recever. are sufficient assets of such insurer located in this
state to justify the appointment of an ancillary re-
ceiver, or (b) if ten (10) or more persons resident
in this state having claims against such insurer file
a petition with the Commissioner requesting the ap-
pointment of such ancillary receiver.

Domiciliary 2. The domiciliary receiver for the purpose of
receiver iuiaigdoiie rcpoa
has tle iudtn an insurer dmcldin a reirclstate,

shall be vested by operation of law with the title to
all of the property, contracts, and rights of action,
and all of the books and records of the insurer located
in this state, and he shall have the immediate right
to recover balances due from local agents and to
obtain possession of any books and records of the
insurer found in this state. He shall also be entitled
to recover the other assets of the insurer located in
this state except that upon the appointment of an
ancillary receiver in this state, the ancillary receiver

Duties of shall during the ancillary receivership proceedings
receiller, have the sole right to recover such other assets. The

'-ancillary receiver shall, as soon as practicable, liqui-
date from their respective securities those special
deposit claims and secured claims which are proved
and allowed in the ancillary proceedings in this state,
and shall pay the necessary expenses of the proceed-
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ings. All remaining assets he shall promptly trans-
fer to the domiciliary receiver. Subject to the fore-
going provisions the ancillary receiver and his depu-
ties shall have the same powers and be subject to
the same duties with respect to the administration
of such assets, as a receiver of an insurer domiciled
in this state.

3. The domiciliary receiver of an insurer domi- Suits in
ciled in a reciprocal state may sue in this state to this state.

recover any assets of such insurer to which he may
be entitled under the laws of this state.

*SEC. .31.14 Claims of Nonresidents Against Doi- cllms of

mestic Insurers: 1. In a delinquency proceeding be- ~dets
doeticgun in this state against an insurer domiciled in this insurers.

state, claimants residing in reciprocal states may file
claims either with the ancillary receivers, if any,
in their respective states, or with the domiciliary Filing

receiver. All such claims must be filed on or before ""ams,
the last date fixed for the filing of claims in the domi-
ciliary delinquency proceedings.

2. Controverted claims belonging to claimants Proving
controverted

residing in reciprocal states may either (a) be proved claims.

in this state as provided by law, or (b), if ancillary
proceedings have been commenced in such reciprocal
states, may be proved in those proceedings. In the
event a claimant elects to prove his claim in ancil-
lary proceedings, if notice of the claim and oppor-
tunity to appear and be heard is afforded the domi-
ciliary receiver of this state as provided in section
.31.15 with respect to ancillary proceedings in this
state, the final allowance of such claim by the courts
in the ancillary state shall be accepted in this state
as conclusive as to its amount, and shall also be ac-
cepted as conclusive as to its priority, if any, against
special deposits or other security located within the
ancillary state.

SEC. .31.15 Claims Against Foreign Insurers: 1. claims
against

In a delinquency proceedings in a reciprocal state foreign
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against an insurer domiciled in that state, claimants,
against such insurer, who reside within this state
may file claims either with the ancillary receiver, if

Filing, any, appointed in this state, or with the domiciliary
receiver. All such claims must be filed on or before
the last date fixed for the filing of claims in the domi-
ciliary delinquency proceeding.

Proving 2. Controverted claims belonging to claimants
claims. residing in this state may either (a) be proved in

the domiciliary state as provided by the law of that
state, or (b), if ancillary proceedings have been com-
menced in this state, be proved in those proceedings.
In the event that any such claimant elects to prove
his claim in this state, he shall file his claim with the
ancillary receiver in the manner provided by the
law of this state for the proving of claims against in-
surers domiciled in this state, and he shall give no-
tice in writing to the receiver in the domiciliary

Notice of state, either by registered mail or by personal ser-
hearing, vice at least forty (40) days prior to the date set for

hearing. The notice shall contain a concise statement
of the amount of the claim, the facts on which the
claim is based, and the priorities asserted, if any. If
the domiciliary receiver, within thirty (30) days
after the giving of such notice, shall give notice in
writing to the ancillary receiver and to the claimant,
either by registered mail or by personal service, of~
his intention to contest such claim, he'shall be en-
titled to appear or to be represented in any proceed-
ing in this state involving the adjudication of the

Allowance, claim. The final allowance of the claim by the courts
of this state shall be accepted as conclusive as to its
amount, and shall also be accepted as conclusive as
to its priority, if any, against special deposits or
other security located within this state.

Priority SEC. .31.16 Priority of Certain Claims: 1. In a de-
of certain
claims. linquency proceeding against an insurer domiciled in

this state, claims owing to residents of ancillary
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states shall be preferred. claims if like claims are' Residents
and non-

preferred under the laws of this state. All such residents.
claims whether owing to residents or nonresidents
shall be given equal priority of payment from gen-
eral assets regardless of where such assets are 1o- General

cated. assets.

2. In a delinquency proceeding against an in- Reciprocity.

surer domiciled in a reciprocal state, claims owing
to residents of this state shall be preferred if like
claims are preferred by the laws of that state.

3. The owners of special deposit claims against Special

an insurer for which a receiver is appointed in this cla.imos.t

or any other state shall be given priority against
their several special deposits in accordance with the
provisions of the statutes governing the creation and
maintenance of such deposits. If there is a deficiency Deficiency.

in any such deposit so that the claims secured thereby Shiaring in

are not fully discharged therefrom, the claimants assets.

may share in the general assets, but such sharing
shall be deferred until general creditors, and also
claimants against other special deposits who have re-
ceived smaller percentages from their' respective
special deposits, have been paid percentages of their
claims equal to the percentage paid from the special
deposit.

4. The owner of a secured claim against an in- secured

surer for which a receiver has been appointed in thisclis
or any other state may surrender his security and
file his claim as a general creditor, or the claim may
be discharged by resort to the security, in which case
the deficiency, if any, shall be treated as a claim
against the general assets of the insurer on the same
basis as claims of unsecured creditors. If the amount Deficiency

is claim
of the deficiency has been adjudicated in ancillary against

general
proceedings as provided in this act, or if it has been assets.

adjudicated by a court of competent jurisdiction in
proceedings in which the domiciliary receiver has
had notice and opportunity to be heard, such amount
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shall be conclusive; otherwise the amount shall be
determined in the delinquency proceeding in the
domiciliary state.

Attachmen~t SEC. .31.17 Attachment and Garnishment of As-
and
garnishment sets: During the pendency of delinquency proceed-

ings in this or any reciprocal state no action or pro-
ceeding in the nature of an attachment, garnishment,
or execution shall be commenced or maintained in
the courts of this state against the delinquent in-
surer or its assets. Any lien obtained by any such
action or proceeding within four- (4) months prior
to the commencement of any such delinquency pro-
ceeding or at any time thereafter shall be void as
against any rights arising in such delinquency pro-
ceeding.

Constitution- SEC. .31.18 Constitutionality- Uniformity of In-
ality. terpretation: 1. If any provision of this act or the

application thereof to any person or circumstances
is held invalid, such invalidity shall not affect other
provisions or applications of the act which can be
given effect without the invalid provision or applica-
tion, and to this end the provisions of this act are de-
clared to be severable.

Uniform in- 2. This Uniform Insurers Liquidation Act shall
terpretation. be so interpreted and construed as to effectuate its

general purpose to make uniform the law of those
states that enact it. To the extent that its provisions,
when applicable, conflict with other provisions of
this article, the provisions of this act shall control.

Commence- SEC. .31.19 Commencement of a Proceeding: 1.ment of a
proceeding. Proceedings under this article involving a domestic

insurer shall be commenced in the superior court for
the county in which is located the insurer's home

Venue. office. Proceedings under this article involving other
insurers shall be commenced in the Superior Court
for Thurston County.

Order to 2. The Commissioner shall commence any such
sho case.proceeding, the Attorney General representing him,
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by an application to the court or to any judge thereof,
for an order directing the insurer to show cause why
the Commissioner should not have the relief prayed
for. On the return of such order to show cause, and Court order.

after a full hearing, the court shall either deny the
application or grant the application together with
such other relief as the nature of the case and tile in-
terests of policyholders, creditors, stockholders,
members, subscribers, or the public may require.

SEC. .31.20 Injunctions: 1. Upon application by Injunctions.

the Commissioner for such an order to show cause
or at any time thereafter, the court may without no-
tice issue an injunction restraining the insurer, its Enjoining

officers, directors, stockholders, members, subscrib- wastad

ers, agents, and all other persons from the transac- transfers.

tion of its business or the waste or disposition of its
property until the further order of the court.

2. The court may at any time during a proceed- Other

ing under this article issue such other injunctions injunctions.

or orceers as may be deemed necessary to prevent
interference with the Commissioner or the proceed-
ing, or waste of the assets of the insurer, or the com-
mencement or prosecution of any actions, or the
obtaining of preferences, judgments, attachments
or other liens, or the making of any levy against the
insurer or against its assets or any part thereof.

SEC. .31.21 Removal of Proceedings: At any time Removal of

after the commencement of a proceeding under this proceedings.

article the Commissioner may apply to the court for
an order changing the venue of, and removing the
proceeding to Thurston County, or to any other
county of this state in which he deems that such pro-
ceeding may be most economically and efficiently
conducted.

SEC. .31.22 Deposit of Moneys Collected: The Deposit

moneys collected by the Commissioner in a proceed- 0collmected.

ing under this article, shall be, from time to time,
deposited in one or more state or national banks,
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savings banks, or trust companies, and in the case of
the insolvency or voluntary or involuntary liquida-
tion of any such depositary which is an institution
organized and supervised under the laws of this
state, such dep~osits shall be entitled to priority of
payment on an equality with any other priority
given by the banking law of this state. The Com-
missioner may in his discretion deposit such moneys
or any part thereof in a national bank or trust com-
pany as a trust fund.

Exemption SEC. .31.23 Exemption from Filing Fees: The
from filing
fees. Commissioner shall not be required to pay any fee

to any public officer in this state for filing, record-
ing, issuing a transcript or certificate, or authenticat-
ing any paper or instrument pertaining to the exer-
cise by the Commissioner of any of the powers or
duties conferred upon him under this article, whether
or not such paper or instrument be executed by the
Commissioner or his deputies, employees, or attor-
neys of record and whether or not it is connected
with the commencement of an action or proceeding
by or against the Commissioner, or with the subse-
quent conduct of such action or proceeding.

Borrowing SEC. .31.24 Borrowing on Pledge of Assets: Foron pledg of
aesdgepupseo facilitating the rehabilitation, liqui-

dation, conservation or dissolution of an insurer pur-
suant to this article the Commissioner may, subject
to the approval of the court, borrow money and ex-
ecute, acknowledge and deliver- notes or other evi-
dences of indebtedness therefor and secure the re-
payment of the same by the mortgage, pledge,
assignment, transfer in trust, or hypothecution of any
or all of the property whether real, personal or
mixed of such insurer, and the Commissioner, sub-
ject to the approval of the court, shall have power
to take any and all other action necessary and proper
to consummate any such loans .and to provide for
the repayment thereof. The Commissioner shall be
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under no obligation personally or in his official capa-
city as Commissioner to repay any loan made pur-
suant to this section.

SEC. .31.25 Report to the Legislature: The Corn- Ile oto the

missioner shall transmit to the legislature in his leg slar-ture,

annual report, the names of all insurers proceeded
against under this article together with such facts
as shall acquaint the policyholders, creditors, stock-
holders, and the public with the proceedings. To
that end the special deputy commissioner in charge
of any such insurer shall file annually with the Com-
missioner a report of the affairs of the insurer.

SEC. .31.26 Date Rights Fixed on Liquidation: Date rights
fixed onThe rights and liabilities of the insurer and of its liquidation.

creditors, policyholders, stockholders, members, sub-
scribers, and all other persons interested in its estate
shall, unless otherwise directed by the court, be fixed
as of the date on.which the order directing the liqui-
dation of the insurer is filed in the office of the clerk
of the court which made the order, subject to the
provisions of section .31.30 with respect to the rights
of claimants holding contingent claims.

SEC. .31.27 Voidable Transfers: 1. Any transfer Voidable

of, or lien upon, the property of an insurer which is transfers,

made or created within four (4) months prior to the
granting of an order to show cause under this article
with the intent of giving to any creditor or of en-
abling him to obtain a greater percentage, of his debt Preference.

than any other creditor of the same class and which
is accepted by such creditor having reasonable cause
to believe that such a preference will occur, shall be
voidable.

2. Every director, officer, employee, -stockholder, Who liable.

member, subscriber, and any other person acting
on behalf of such insurer who shall be concerned in
any such act or deed and every person receiving
thereby any property of such insurer or the benefit
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thereof shall be personally liable therefor and shall
be bound to account to the Commissioner.

Recovery. 3. The Commissioner as liquidator, rehabilitator
or conservator in any proceeding under this article,
may avoid any transfer of, or lien upon the property
of an insurer which any creditor, stockholder, sub-
scriber or member of such insurer might have
avoided and may recover the property so transferred
unless such person was a bona fide holder for value
prior to the date of the granting of an order to show
cause under this article. Such property or its value
may be recovered from anyone who has received
it except a bona fide holder for value as above
specified.

Priorityo SEC. .3 1.28 Priority of Claims for Compensation:
claims for Cmesto
Lompensa- 1. Copnainactually owing to employees other
tion, than officers of an insurer, for services rendered

within three (3) months prior to the commencement
of a proceeding against the insurer under this article,

3 months, but not exceeding three hundred dollars ($300) for
each such employee, shall be paid prior to the pay-
ment of any other debt or claim, and in the discretion

$300. of the Commissioner may be paid as soon as prac-
ticable after the proceeding has been commenced;
except, that at all times the Commissioner shall
reserve such funds as will in his opinion be suffi-
cient for the expenses of administration.

Othe~r laws 2. Such priority shall be in lieu of any other
not appi roiymyb
cabpl similar proiywhich mybe authorized bylaw

as to the wages or compensation of such employees.

Offsets SEC. .31.29 Offsets: 1. In all cases of mutual
allowed, debts or mutual credits between the insurer and

another person in connection with any action or
proceeding under this article, such credits and
debts shall be set off and the balance only shall be
allowed or paid, except as provided in paragraph two
of this section.
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2. No offset shall be allowed in favor of any such Exceptions.

person where (a) the obligation of the insurer to Not provable

such person would not at the date of the entry of claim.
any liquidation order, or otherwise, as provided in
section .31.26, entitle him to share as a claimant in
the assets of the insurer, or (b) the obligation of the Assigned for

insurer to such person was purchased by or trans- off-set.

ferred to such person with a view of its being used
as an offset, or (c) the obligation of such person is Assessment

to pay an assessment levied against the members of or subscrip-

a mutual insurer, or against the subscribers of a
reciprocal insurer, or is to pay a balance upon a sub-
scription to the capital stock of a stock insurer.

SEC. .31.30 Allowance of Certain Claims: 1. NO Allowance
ofcertaincontingent claim shall share in a distribution of the claims.

assets of an insurer which has been adjudicated to Contingent

be insolvent by an order made pursuant to section claims-
.31.31 except that such claims shall be considered, if
properly presented, and may be allowed to share When

where allowed.

(1) such claim becomes absolute against theCli
insurer on or before the last day fixed for filing of becomes

absolute.
proofs of claim against the assets of such insurer, or

(2) there is a surplus and the liquidation is Insurer is

thereafter conducted upon the basis that such in- solvent.

surer is solvent.
2. Where an insurer has been so adjudicated Claim on

to be insolvent any person who has a cause of action insurace

against an insured of such insurer under a liability policy.
insurance policy issued by such insurer, shall have
the right to file a claim in the-liquidation proceed-
ing, regardless of the fact that such claim may be
contingent, and such claim may be allowed

(1) if it may be reasonably inferred from the Judgment

proof presented upon such claim that such personobanle
would be able to obtain a judgment upon such cause
of action against such insured; and,
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No further (2) if such person shall furnish suitable proof,
claims. unless the court for good cause shown shall other-

wise direct, that no further valid claims against such
insurer arising out of his cause of action other than
those already presented can be made; and,

Limitation (3) if the total liability of such insurer to all
on total
liability, claimants arising out of the same act of its insured

shall be no greater than its maximum liability
would be were it not in liquidation.

When judg- No judgment against such an insured taken after
ment not
evidence of the date of the entry of the liquidation order shall
liability or
damages. be considered in the liquidation proceedings as evi-

dence of liability, or of the amount of damages, and
no judgment against an insured taken by default,
inquest or by collusion prior to the entry of the liqui-
dation order shall be considered as conclusive evi-
dence in the liquidation proceeding either of- the
liability of such insured to such person upon such
cause of action or of the amount of damages to which
such person is therein en~titled.

Allowance 3. No claim of any secured claimant shall be
of several
claims, allowed at a sum greater than the difference between

the value of the claim without security and the value
of the security itself as of the date of the entry of
the order of liquidation or such other date set by the
court for fixation of rights and liabilities as provided
in section .31.26 unless the claimant shall surrender
his security to the Commissioner in which event the
claim shall be allowed in the full amount for which
it is valued.

Time to file SEC. .31.31 Time to File Claims: 1. If upon the
claims. granting of an order of liquidation under this article

or at any time thereafter during the liquidation pro-
ceeding, the insurer shall not be clearly solvent, the
court shall after such notice and hearing as it deems

Order of proper, make an order declaring the insurer to be
Inslvecy.insolvent. Thereupon, regardless of any prior notice

which may have been given to creditors, the Coin-
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missioner shall notify all persons who may have
claims against such insurer and who have not filed
proper proofs thereof, to present the same to him,
at a place specified in such notice, within four (4)
months from the date of the entry of such order, or,
if the Commissioner shall certify that it is necessary,
within such longer time as the court shall prescribe.
The last day for the filing of proofs of claim shall Notice.

be specified in the notice. Such notice shall be
given in a manner determined by the court.

2. Proofs of claim may be filed subsequent to the Subsequent

date specified, but, no such claim shall share in the filing,

distribution of the assets until all allowed claims,
proofs of which have been filed before said date,
have been paid in full with interest.

SEC. .31.32 Report for Assessment: Within three Report for

(3) years from the date an order of rehabilitation orasemnt
liquidation of a domestic mutual insurer or a domes-
tic reciprocal insurer was filed in the office of the When made.

clerk of the court by which such order was made, Contents.

the Commissioner may make a report to the court
setting forth

(1) the reasonable value of the assets of the
insurer;

(2) the insurer's probable liabilities; and,
(3) the probable necessary assessment, if any,

to pay all claims and expenses in full, including
expenses of administration.

SEC. .3 1.33 Levy of Assessment: 1. Upon the Levy of

basis of the report provided for in section .31.32asemnt
including any amendments thereof, the court, ex
parte, may levy one or more assessments against all
members of such insurer who, as shown by the rec-
ords of the insurer, were members (if a mutual
insurer) or subscribers (if a reciprocal insurer) at
any time within one (1) year prior to the date of
issuance of the order to show cause under section
.31.19.
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What 2. Such assessment or assessments shall cover
coes the excess of the probable liabilities over the reason-

able value of the assets, together with the estimated
cost of collection and percentage of uncollectibility
thereof. The total of all assessments against any

Limitation, member or subscriber with respect to any policy,
whether levied pursuant to this article or pursuant
to any other provisions of this code, shall be for no
greater amount than that specified in the policy or
policies of the member or subscriber and as limited
under this code; except that if the court finds that
the policy was issued at a rate of premium below

Exception, the minimum rate lawfully permitted for the risk
insured, the court may determine the upper limit
of such assessment upon the basis of such minimum
rate.

Non-assess- 3. No assessment shall be levied against any
abl plcies
not ssssed, member or subscriber with respect to any nonassess-

able policy issued in accordance with this code.

Order to pay SEC. .31.34 Order to Pay Assessment: After
assessment, levy of assessment as provided in section .3 1.33, upon

the filing of a further detailed report by the Com-
missioner, the court shall issue an order directing
each member (if a mutual insurer) or each sub-
scriber (if a reciprocal insurer) if he shall not pay
the amount assessed against him to the Commis-
sioner on or before a day to be specified in the order,
to show cause why he should not be held liable to
pay such assessment together with costs as set forth
in section .31.36 and why the Commissioner should
not have judgment therefor.

Assessment SEC. .31.35 Publication and Transmittal of As-
order. sessment Order: The Commissioner shall cause a

notice of such assessment order setting forth a brief
summary of the contents of such order to be

Publication. (1) published in such manner as shall be di-
rected by the court; and,
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(2) enclosed in a sealed envelope, addressed
and mailed postage prepaid to each member or sub- Transmittal.

scriber liable thereunder at his last known address
as it appears on the records of the insurer, at least
twenty (20) days before the return day of the order
to show cause provided for in section .31.34.

SEC. .31.36 Judgment Upon the Assessment: Judgment
upon the

1. On the return day of the order to show cause pro- assessment.

vided for in section .31.34 if the member or sub-
scriber does not appear and serve verified objections
upon the Commissioner, the court shall make an
order adjudging that such member or subscriber is
liable for the amount of the assessment against him
together with ten dollars ($10) costs, and that the
Commissioner may have judgment against the mem-
ber or subscriber therefor.

2. If on such return day the member or Sub- Objections.

scriber shall appear and serve verified objections
upon the Commissioner there shall be a full hear-
ing before the court or a referee to hear and deter- Hearing.

mine, who, after such hearing, shall make an order
either negativing the liability of the member or sub-
scriber to pay the assessment or affirming his lia-
bility to pay the whole or some part thereof together
with twenty-five dollars ($25) costs and the neces- costs.
sary disbursements incurred at such' hearing, and
directing that the Commissioner in the latter case
may have judgment therefor.

3. A judgment upon any such order shall have Force and
effect of

the same force and effect, and may be entered and judgment

docketed, and may be appealed from as if it were a
judgment in an original action brought in the court
in which the proceeding is pending.

ARTICLE THIRTY-TWO
FRATERNAL

SEC. .32.01 Fraternal Benefit Society Defined: Fraternal

Any corporation, society, order, or voluntary asso- oe%
ciation, without capital stock, organized and carried
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on solely for the mutual benefit of its members and
their beneficiaries, and not for profit, and having a
lodge system with ritualistic form of work and rep-
resentative form,' of governent, and which shall
make provision for the payment of benefits in ac-
cordance with section .32.05 hereof, is hereby de-
clared to be a fraternal benefit society.

Lodge system SEC. .3 2.02 Lodge System Defined: Any society
defined.

having a supreme governing or a legislative body
and subordinate lodges or branches by whatever
name known, into which members shall be elected,
initiated, and admitted in accordance with its con-
stitution, laws, rules, regulations, and prescribed
ritualistic ceremonies, which subordinate lodges or
branches shall be required by the laws of such so-
cieties to hold regular or stated meetings at least
once in each month, shall be deemed to be operat-
ing on the lodge system.

Representa- SEC. .32.03 Representative Form of Government
tive form of

overnment Defined: Any such society shall be deemed to have
a representative form of government when it shall
provide in its constitution and laws for a supreme
legislative or governing body, composed of represen-
tatives elected either by the members or by dele-
gates elected directly or indirectly by the members,
together with such other members as may be pre-
scribed by its constitution and laws: Provided, That
the elective members shall constitute a majority in
the number and have not less than two-thirds (2/)
of the votes, nor less than the votes required to
amend its constitution and laws: Provided further,
That the meetings of the supreme or governing body,
and the election of officers, representatives, or dele-
gates shall be held as often as once in four (4) years.
The members, officers, representatives, or delegates
of a fraternal benefit society shall not vote by proxy.

Exemptions. SEC. .32.04 Exemptions: Except as herein pro-
vided, such societies shall be governed by the provi-
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sions of this article and shall be exempt from all
other provisions of the insurance laws of this state,
not only in governmental relations with the state,
but for every other purpose, and no law hereinafter
enacted shall apply to them unless they be expressly
designated therein.

SEC. .32.05 Benefits: (1) Every society trans- Benefits.

acting business under this article shall provide for
the payment of death benefits, and may provide for
the payment of benefits in case of temporary or per-
manent physical disability, either as the result of
disease, accident or old age: Provided, That the pe- Death and

niod of life at which the payment of benefits for dis beneflt'

ability on account of old age shall commence, shall
not be under seventy (70) years, and may provide 70 years

for monuments or tombstones to the memory of the a~g e f'or
dsabli

deceased members and for the payment of funeral payments.

benefits. Such society shall have the power to give
a member, when permanently disabled or on attain-
ing the age of seventy (70), all or such portion of
the face value of his certificates as the laws of the
society may provide: Provided, That nothing in
this article contained shall be so construed as to
prevent the issuing of benefit certificates for a term
of years less than the whole of life which are pay- May. issue

able upon the death or disability of the member for term of

occurring within the terms for which the benefit years.

certificates may be issued. Such society shall, upon
written application of the members, have' the power
to accept a part of the periodical contributions in
cash, and charge the remainder, not exceeding one-
half of the periodical contributions, against the cer- May charge

tificate with interest payable or compounded an- ,anriton
against

nually at a rate not lower than four per cent (4%) certificate.
per annum: Provided, That this privilege shall not Applicable
be granted except to societies which have readjusted onir to

sceties with
or may hereafter readjust their rates of contribu- readjustedcontributions.
tion and to contracts affected by such readjustment.
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Exteded o (2) Any society which shall show by the annual
protelion. valuation hereinafter provided for that it is accumu-

lating and maintaining the reserve necessary to
enable it to do so, under a table of mortality not
lower than the American Experience Table and four
per cent (4%) interest, may grant to its members,
extended and paid-up protection or such withdrawal
equities as its constitution and laws may provide:
Provided, That such grants shall in no case exceed
in value the portion of the reserve to the credit of
such members to whom they are made.

membrshp (3) Power and authority is hereby given to a so-
Into classes, ciety to divide its membership into separate classes,

each class having a separate form of contract of
similar or general plan and character in its purpose,
and that the assets or mortuary collections made
from the members of each class respectively shall
be carried and maintained separate for such class,
and that the required reserve accumulation of such
class, if the contract therefor provides for such fund,
shall be set apart and held specifically and sepa-
rately for the use and benefit of such particular
class, and shall not thereafter be mingled with the
assets or mortuary collections of any other class of
the society.

Beneficiaries. SEC. .32.06 Beneficiaries: The payment of death
Relatives, benefits shall be confined to wife, husband, relative

by blood to the fourth degree ascending or de-
scending, father-in-law, mother-in-law, son-in-law,
daughter-in-law, stepfather, stepmother, step-chil-
dren, children by legal adoption, or to a person or
persons dependent upon the member, or the member
or applicant, may with the consent of the society,

Home. make his or her estate the beneficiary: Provided,
maintained
by the That if after the issuance of the original certificate
society. the- member shall become dependent upon a home

maintained by the society for the dependent mem-
bers or upon a subordinate lodge or society of the
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order of which lie is a member, or upon an incorpo-
rated charitable institution, he shall have the privi-
lege with the consent of the society, of making such
home, lodge, society or institution his beneficiary.
Within the above restrictions each member shall
have the right to designate his beneficiary, and,
from time to time, have the same changed in acr-ord-
ance with the laws, rules, or regulations of the so-
ciety, and no beneficiary shall have or obtain any
vested interest in the said benefit until the same has
become due and payable upon the death of the said
member: Provided, That any society may, by its Beneficiaries

laws, limit the scope of beneficiaries within the above Jim ted.

classes.

SEC. .32.07 Qualifications for Membership: Any Qualification
for mern-

society may admit to beneficiary membership any bership.

person not less than sixteen (16) and not more than
sixty (60) years of age, who has been examined by Age lim'ita-

a legally qualified practicing physician and whose tions.

examination has been supervised and approved in TM edica t

accordance with the laws of the society: Provided,
That any beneficiary member of such society who
shall apply for a certificate providing for disability General or

social
benefits, need not be required to pass an additional members.

medical examination therefor. Nothing herein con-
tained shall prevent such society from accepting
general or social members, or from admitting any
person to beneficiary membership who is not less
than sixteen (16) nor more than sixty (60) years
of age, without medical examination: Provided, Certificate

liited if is-That such person so admitted shall have made a s'ued without
medical

declaration of insurability acceptable to the society: examination.
And provided further, That the amount of the cer-
tificate issued to such person admitted without medi-
cal examination shall not exceed the sum of one
thousand dollars ($1,000).

SEC. .32.08 Certificate: Every certificate issued Certificate.

by any such society shall specify the amount of
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benefit provided thereby and the plan of insurance
upon which it is written and shall provide that the
certificate, the charter or articles of incorporation,
or if a voluntary association, the articles of associa-
tion, the constitution and laws of the society, and

Form. the application for membership signed by the appli-
cant, and all amendments to each thereof shall con-
stitute the agreement between the society and the
member, and copies of the same certified by the
secretary of the society, or corresponding officer,
shall be received in evidence of the terms and condi-
tions thereof, and any changes, additions or amend-
ments to said charter or articles of incorporation, or
articles of association if a voluntary association,
constitution or laws duly made or enacted subse-
quent to the issuance of the benefit certificates, shall
bind the member and his beneficiaries and shall
govern and control the agreement in all respects the
same as though such changes, additions or amend-
ments had been made prior to and were in force at
the time of the application for membership.

Funds. SEC. .32.09 Funds: (1) Any society may create,
maintain, invest, disburse, and apply an emergency,
surplus or other similar fund in accordance with its

Use of sur- law. Unless otherwise provided in the contract,
lus subject

to, laws such funds shall be held, invested, and disbursed
of society.

for the use and benefit of the society, and no mem-
ber or beneficiary shall have or acquire individual
rights therein or become entitled to any apportion-
ment or the surrender of any part thereof, except
as provided in section .32.05 of this article. The
funds from which benefits shall be paid and the
funds from which the expenses of the society shall
be defrayed, shall be derived from periodical or
other payments by the members of the society and
accretions of said funds: Provided, That no society,
domestic or foreign, shall hereafter be incorporated
or admitted to transact business in this state, which
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does not provide for stated periodical contributions Coti

sufficient to provide for meeting the mortuary obli- obiatos

gations contracted, when valued upon the basis of
the National Fraternal Congress Table of Mortality
as adopted by the National Fraternal Congress, Au-
gust twenty-third, eighteen hundred and ninety-
nine, or any higher standard with interest assump-
tion not more than four per cent (4%7) per annum,
nor write or accept members for temporary or
permanent disability benefits except upon tables
based upon reliable experience, with an interest
assumption not higher than four per cent (4%o) per
annum.

(2) Deferred payments or installments of claims Mainteance

shall be considered as -fixed liabilities on the hap- mneet
iabilities.

pening of the contingency upon which such pay-
ments or installments are thereafter to be paid.
Such liability shall be the present value of such
future payments or installments upon the rate of
interest and mortality assumed by the society for
valuation, and every society shall maintain a fund
sufficient to meet such liability regardless of pro-
posed future collections to meet any such liabilities.

SEC. .32.10 Investments: Every society shall in- Investments.

vest its funds only in securities permitted by the
laws of this state for the investment of the assets
of life insurance companies: Provided, That any
foreign society permitted or seeking to do business
in this state, which invests its funds in accordance
with the laws of the state in which it is incorporated,
shall be held to meet the requirements of this article
for the investment of funds.

SEC. .32.11 Distribution of Funds: Every pro- Distribution

vision of the laws of the society for payment by ofns
members of such society, in whatever form made,
shall distinctly state the purpose of the same and
the proportion thereof which may be used for ex-
penses, and no part of the mo~ney collected for mor-
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tuary or disability purposes, or the net accretions
of either for any of said funds, shall be used for
expenses.

Organization. SEC. .32.12 Organization: Seven (7) or more
Persons, persons, citizens of the United States, and a major-

ity of whom are citizens of this state, who desire to
form a fraternal benefit society, as defined by this
article, may make and sign, giving their addresses,
and acknowledge before some officer competent to
take acknowledgment of deeds, articles of incor-
poration, in which shall be stated:

Cooae. First.-The proposed corporate name of the so-
ciety, which shall not so closely resemble the name
of any society or insurance company already trans-
acting business in this state as to mislead the public
or to lead to confusion.

Purposes. Second.-The purpose for which it is formed,
which shall not include more liberal powers than
are granted in this article: Provided, That any
lawful social, intellectual, educational, charitable,
benevolent, moral, or religious advantages may be
set forth among the purposes of the society, and the
mode in which its corporate powers are to be
exercised.

Oficers. Third.-The names, residences, and official titles
of all the officers, trustees, directors, or other per-
sons who are to have and exercise the general con-
trol and management of the affairs and funds of the
society for the first year or until the ensuing election
at which all such officers shall be elected by the su-
preme legislative or governinig body, which election

Articles, shall be held not later than one (1) year from the
by-Ilaws, date of issuance of the permanent certificate. Such
rules, reg-
ulations, ap- articles of incorporation and duly certified copies of
plication nd
form of the constitution and laws, rules and regulations, and
ce,,tiflcate
to oe flied, copies of all proposed forms of benefit certificates,

applications therefor and circulars to be issued by
such society, and a bond in the sum of five thousand
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dollars ($5,000), with sureties approved by the Corn- Biond.

missioner, conditioned upon the return of the ad-
vanced payments, as provided in this section, to
applicants, if the organization is not completed with-
in one (1) year, shall be filed with the Commis- Preliminary

sionier, who may require such further information by com-~

as he deems necessary, and if the purposes of the
society conform to the requirements of this article,
and all provisions of law have been complied with,
the Commissioner shall so certify and retain and re-
cord, or file, the articles of incorporation, and furnish
the incorporators a preliminary certificate authoriz-
ing said society to solicit members as hereinafter
provided.

Upon receipt of said certificate from the Commis- soflctain

sioner, said society may solicit members for the pur- letion from.

pose of completing its organization and shall collect
from each applicant the amount of not less than one
(1) regular monthly payment, in accordance with its
table of rates as provided by its constitution and
laws, and shall issue to each such applicant, a re-
ceipt for the amount so collected. But no such so- Minimum

number ofciety shall incur any liability other than for such applications.

advanced payments, nor issue any benefit certifi-
cate, nor pay or allow, or offer or promise tcq pay
or allow, to any person any death or disability bene-
fit until actual bona fide applications for death bene-
fit certificates have been secured upon at least five
hundred (500) lives for at least one thousand dol-
lars ($1,000) each, and all such applicants for death
benefits shall have been regularly examined by le-
gally qualified practicing physicians, and certifi-
cates of such examinations have been duly filed and
approved by the chief medical examiner of such so- Branches

ciety, nor until there shall be established ten (10) or lodges.

subordinate lodges or branches into which said five
hundred applicants have been initiated, nor until
there has been submitted to the Commissioner,
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memers. under oath of the president and secretary, or corre-
sponding officers of such society, a list of such ap-
p~licants, giving their names, addresses, date exam-
ined, date approved, date initiated, name and number
of the subordinate branch of which each applicant
is a member, amount of benefits to be granted, rate
of stated periodical contributions which shall be
sufficient to provide for meeting the mortuary obli-
gation contracted, when valued for death benefits
upon the basis of the National Fraternal Congress
Table of Mortality, as adopted by the National Fra-
ternal Congress, August twenty-third, eighteen hun-
dred and ninety-nine, or any higher standard at the
option of the society, and for disability benefits by
tables based upon reliable experience and for com-
bined death and permanent total disability benefits

Sworn by tables based upon reliable experience, with an
statement ineetasmtonohihrtaforprct
paid in.

(4%) per annum, nor until it shall be shown to the
Commissioner by the sworn statement of the trea-
surer, or corresponding officer of such society, that
at least five hundred ($500) applicants have each
paid in cash at least one (1) regular monthly pay-
ment as herein provided per one thousand dollars
($1,000) of indemnity to be effected, which pay-
ments in the aggregate shall amount to at least
twenty-five hundred dollars ($2,500), all of which
shall be credited to the mortuary or disability fund
on account of such applicants, and no part of which
may be used for expenses.

maents Said advanced payments shlduring teperiod
of organization, be held in trust, and, if the organi-
zation is not completed within one (1) year as here-
inafter provided, returned to said applicants.

Examination The Commissioner may make such examination
by Com-missioner, and require such further information as he deems

advisable, and upon presentation of satisfactory evi-
dence that the society has complied with all the
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provisions of law, he shall issue to such society a Certgifate

certificate to that effect. Such certificate shall be -issioner,

prima facie evidence of the existence of such society
at the date of such certificate. The Commissioner
shall cause a record of such certificate to be made
and a certified copy of such record may be given in
evidence with like effect as the original certificate.

No preliminary certificate granted under the pro- Limitation

visions of this section shall be valid after one (1) Opelminary

year from its date, or after such further period, not certifcate.

exceeding one (1) year, as may be authorized by
the Commissioner, upon cause shown, unless the
five hundred (500) applicants herein required have
been secured and the organization has been com-
pleted as herein provided, and the articles of incor-
poration and all proceedings thereunder shall be-
come null and void in one (1) year from the tk4te of
said preliminary certificate, or at the expiration of
said extended period, unless such society shall have
completed its organization an~d commenced busi-
ness as herein provided. When any domestic society
shall have discontinued business for the period of
one (1) year, or has less than four hundred (400)
members, its charter shall become null and void.

Every society shall have the power to make a Society
may make

constitution and by-laws for the government of the cositto

society, the admission of its members, the manage-
ment of its affairs, and the fixing and readjusting of
the rates of contribution of its members from time
to time; and it shall have the power to change, alter,
add to or, amend such constitution and by-laws and
shall have such other powers as are necessary and
incidental to carrying into effect the objects and pur-
poses of the society.

SEc. .32.13 Powers Retained-Reincorporation- Powers re-

Amendments: Any society now engaged in trans- tcorora-
acting business in this state may exercise, after the amendments.

passage of this act, all of the rights conferred thereby,
and all of the rights, powers and privileges now ex-
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ercised or possessed by it under its charter or articles
of incorporation not inconsistent with this act, if
incorporated; or, if it be a voluntary association, it
may incorporate hereunder. But no society already
organized shall be required to reincorporate here-
under, and any such society may amend its articles
of incorporation from time to time in the manner
provided herein or in its constitution and laws and
all such amendments shall be filed as original articles
of incorporation are required to be filed, and shall
become operative upon such filing, unless a later
time be provided in such amendments or in its
articles of incorporation, constitution or laws.

Mergers and SEC. .32.14 Mergers and Transfers: No domestic
transfers.

Contract in society shall merge with or accept the transfer of the
writing, membership or funds of any other society unless

such merger or transfer is evidenced by a contract
in writing, setting out in full the terms and condi-
tions of such merger or transfer which shall be filed

Approva~ as original articles of incorporation are required to
b %rds vt

oo~ovrnngbe filed, together with a sworn statement of the
b financial condition of each of said societies, by its

president and secretary, or corresponding officers,
and a certificate of such officers duly verified under
oath of said officers of each of the contracting soci-
eties, that such merger or transfer has been ap-
proved by a vote of two-thirds (2/,) of the members
of the supreme legislative or governing body of
each of said societies.

Exaniination Upnthe submission of said cnrtfinancial
and approval Uo otat
by Corn- staemnt andisonrshl
missioner, ttmet n certificates, teCmisoe hl

examine the same, and, if he shall find such finan-
cial statements to be correct and the said contract
to be in conformity with the provisions of this sec-
tion, and that such merger or transfer is just and
equitable to the members of each of said societies,
he shall approve said merger or transfer, issue his
certificate to that effect and thereupon the said
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contract of merger or transfer shall be of full force
and effect.

In case such contract is not approved, the fact of Wlen not

its submission and its contents shall not be disclosed Closd by

by the State Insurance Commissioner. onr

SEC. .32.15 Annual License: Societies which are Annual
now authorized to transact business in this state may lcne

continue such business until the first day of April
next succeeding the passage of this act, and the au-
thority of such societies may thereafter be renewed
annually, but in all cases to determine on the first
day of the succeeding April: Provided, That the Renewal.

license shall continue in full force and effect until
the new license be issued or specifically refused. For
each such license or renewal the society shall pay
the Commissioner ten dollars ($10). A duly cer- Primpafacie

tified copy or duplicate of such license shall beevdn,
prima facie evidence that the licensee is a fraternal
benefit society within the meaning of this article.

SEC. .32.16 Admission of Foreign Society: NO Admi1ssion

foreign society now transacting business, organized s0'oie.

prior to the passage of this act, which is not now License re-:

authorized to transact business in this state, shall qieet

transact any business herein without a license from
the Commissioner. Any such society shall be en- Fllngswltii

titled to a license to transact business within this si 'n er.s

state upon filing with the Commissioner a duly cer-
tified copy of its charter or articles of association;
a copy of its cOnstitution and laws, certified by its
secretary or corresponding officer, a power of attor-
ney to the Commissioner as hereinafter provided;
a statement of its business under oath of its presi- Statement

dent and secretary, or corresponding officers, in the
form required by the Commissioner, duly verified
by an examination made by the supervising insur-
ance official of its home state or other state satis-
factory to the Commissioner of this state; a cer-
tificate from the proper official in its home state,
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COPtract. poine or cutythat the society is legay
organized; a copy of its contract, which must show
that benefits are provided for by periodical, or other
payments by persons holding similar contracts, and

Other In- upon furnishing the Commissioner such other in-
formation re-
quired by formation as he may deem necessary to a proper
stoner. exhibit of its business and plan of working, and

upon showing that its assets are invested in accord-
ance with the laws of the state, territory, district,
province, or country where it is organized, he shall
issue a license to such society to do business in
this state until the first day of the succeeding April:
Provided, That such license shall continue in full
force and effect until the new license be issued or
specifically refused. Any foreign society desiring
admission to this state shall have the qualifications
required of domestic societies organized under this
article and have its assets invested as required by
the laws of the state, territory, district, country, or

License fee, province where it is organized. For each such li-
cense or renewal the society shall pay the Com-
missioner ten dollars ($10). When the Commis-

Renewal. sioner refuses to license any society, or revokes its
authority to do business in this state, he shall reduce
his ruling, order or decision to writing and file the

Decision in same in his office, and shall furnish a copy thereof,
comtnfs- together with a statement of his reasons, to the
stoner. officers of the society, upon request, and the action
Review, of the Commissioner shall be reviewable by proper

proceedings in any court of competent jurisdiction
within the state: Provided, That nothing contained
in this or the preceding section shall be taken or
construed as preventing any such society from con-
tinuing in good faith all contracts made in this state
during the time such society was legally authorized
to transact business herein.

Power of 3.7Pwro tonyadSrieo
attorney SEc..3.7PwroAtonyadSvief
and service
of process. Process: Every society, whether domestic or for-

eign, now transacting business in this state shall,
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within thirty (30) days after this act takes effect, Ape, ~n t ,1 It
sIofler In

and every such socirnty hereafter applying for ad- writing."
mission, shall before being licensed, appoint in writ-
ing the Insurance Commissioner and his successors
in office to be its true and lawful attorney, upon
whom all legal process in any action or proceeding
against it shall be served, and in such writing shall
agree that any lawful process against it which is
served upon such attorney shall be of the same legal
force and validity as if served upon the society and
that the authority shall continue. in force so long as
any liability remains outstanding'in this state.

Copies of such appointment, certified by said Service to
be made In

Commissioner, shall be deemed sufficient evidence duplicate

thereof, and shall be admitted in evidence with the mnissioner.

same force and effect as the original thereof might
be admitted. Service shall only be made upon such
attorney, must be made in duplicate upon the Com-
missioner, in his absence upon the person in charge
of his office, and shall be deemed sufficient service
upon such society: Provided, That no such service
shall be valid or binding against any such society
when it is required thereunder to file its answer,
pleading or defense in less than forty (40) days Forty days

from the date of mailing the copy of such servicefoanwr
to such society. When legal process against any
such society is served upon said Commissioner, he Co ob

shall forthwith forward by registered mail, one of society.

the duplicate copies prepaid and directed to its sec-
retary or corresponding officer. Legal process shall
not be served upon any such society except in the
manner provided herein.

SEC. .32.18 Place of Meeting-Location of Office: Place of
meeting-

Any domestic society may provide that the meetings location of
office.

of its legislative or governing body may be held in
any state, district, province, or territory wherein
such society has subordinate branches and all busi-
ness transacted at such meetings shall be as valid
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in all respects as if such meetings were held in this
state. But its principal office shall be located in
this state.

No personal SEC. .32.19 No Personal Liability: Officers and
liabtlity.

members of the supreme, grand, or any subordinate
body of any such incorporated society shall not be
individually liable for the payment of any disability
or death benefit provided for in the laws and agree-
ments of such society, but the same shall be payable
only out of the funds of such society and in the
manner provided by its laws.

Waiver of SEC. .32.20 Waiver of the Provisions of the Laws:
the provi-
tsionswof The constitution and laws of the society may pro-

vide that no subordinate body, nor any of its sub-
ordinate officers or members shall have the power
or authority to waive any of the provisions of the
laws and constitution of the society, and the same
shall be binding on the society and each and every
member thereof and on all beneficiaries of members.

Benefits not SEC. .32.21 Benefits Not Attachable: No money
attachable.

or other benefit, charity or relief or aid to be paid,
provided, or rendered by any such society shall be
liable to attachment, garnishment, or other process,
or to be seized, taken, appropriated, or applied by,
any legal or equitable process, or operation of law
to pay any debt or liability of a member or bene-
ficiary or any other person who may have a right
thereunder, either before or after payment.

Constitution SEC. .32.22 Constitution and Laws-Amendment:
and laws--
amendment. Every society transacting business under this act,

shall file with the Commissioner a duly certified copy
of all amendments of or additions to its constitution

Prima facie and laws, within ninety (90) days after the enact-
evidence. ment of the same. Printed copies of the constitution

and laws as amended, changed, or added to, certified
by the secretary or corresponding officer of the soci-
ety shall be prima facie evidence of the legal adop-
tion thereof.
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SEC. .32.23 Annual Reports: Every society trans- Aeports

acting business in this state shall annually, on or To be filed
with Corn-before the fifteenth day of March, file with the Corn- missioner.

missioner in such form as he may require, a state-
ment under oath of its president and secretary, or
corresponding officers, of its condition and standing
on the thirty-first day of December next preceding,
and of its transactions for one (1) year ending on
that date, and also shall furnish such other informa-
tion as the Commissioner may deem necessary to a
proper exhibit of its business and plan of working.
The Commissioner may at other times require any
further statement he may deem necessary to be made
relating to such society.

In addition to the annual report herein required, Annual re

each society shall annually report to the Commis- cetinfits

sioner in valuation of its certificates in force on the
thirty-first day of December last preceding exclud-
ing those issued within the year for which the
report is filed, in cases where the contributions for
the first year in whole or in part are used for cur-
rent mortality and expenses: Provided, That the
first report of valuation shall be made as of Decem-
ber thirty-first, nineteen hundred and thirty-one.
Such report of valuation shall show,,, as contin-
gent liabilities, the present mid-year value of the
promised benefits provided in the constitution and
laws of such society under certificates then sub-
ject to valuation; and, as contingent assets, the
present mid-year value of the future net contribu-
tions provided in the constitution and laws as the
same are in practice actually collected. At the ?igt~0, l

option of any society, in lieu of the above, the valu-
ation may show the net value of the certificates
subject to valuation hereinbefore provided, and
said net value, when computed in case of monthly
contributions, may be the mean of the terminal
values for the end of the preceding and of the
current insurance years. Such valuation shall be
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Certification certified by acompetent accountant or acuror,
of epot. at the request and expense of the society, verified

by the actuary of the department of insurance of
the home state of the society, and shall be filed with
the Commissioner within ninety (90) days after
the submission of the last preceding annual report.

Legal Th legal miiu standard of valuation for allstandard h
of valuation. certificates, except for disability benefits, shall be

the National Fraternal Congress Table of Mortality
as adopted by the National Fraternal Congress
August twenty-third, eighteen hundred and ninety-
nine, or, at the option of the society, any higher
table, or at its option, it may use a table based upon
the society's own experience of at least twenty years
and covering not less than one hundred thousand
(100,000) lives with interest assumption not more
than four per cent (4%7) per annum. Each such
valuation report shall set forth clearly and fully the
mortality and interest basis and the method of val-
uation. Each society shall value its certificates
according to the plan named therein. Any society
providing for disability benefits shall keep the net
contributions for such benefits in a fund separate
and apart from all other benefit and expense funds
and the valuation of all other business of the society:
Provided, That where a combined contribution table
is used by a society for both death and permanent
total disability benefits, the valuation shall be ac-
cording to tables of reliable experience and in such
case a separation of the funds shall not be required.

Report to An annual report of such valuation and an ex-be mailed to
members. planation of the facts concerning the condition of the

society thereby disclosed shall be printed and mailed
to each beneficiary member of the society not later
than June first of each year, or, in lieu thereof, such
report of valuation and showing of the society's con-

Publication dition as thereby disclosed may be published in the
optional, society's official paper and the issue containing the

same mailed to each beneficiary member of the
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society. The laws of such society shall provide that contri

if the stated periodical contributions of its members, btos

together with the admitted assets, are insufficient
to mature its certificates in full, and to provide for
the creation and maintenance of the funds required
by its laws, additional, increased or extra rates of
contribution shall be collected from- the members to
meet such deficiency; and such laws may provide
that, upon the written application or consent of the
member, his certificate may be charged with its pro-
portion of any deficiency disclosed by valuation,
with interest not exceeding five per cent (5%o) per
annum.

SEC. .32.24 Provisions to Insure Future Security: Provisions
to insure

If the valuation of the certificates as hereinbefore future

provided, on December thirty-first, nineteen hun- secrity,.

dred and thirty-one, shall show that the present deiiny
value of future net contributions together with the
admitted assets is less than ninety per cent (90%)
of present value of the promised benefits and ac-
crued liabilities, such society shall be required there-
after to reduce such deficiency not less than ten
per centum (10%) of the total deficiency on said Failure to

December thirty-first, nineteen hundred and thirty- Improve.

one, at each succeeding triennial valuation. If at
any succeeding triennial valuation such society does
not show such percentage of improvement, the Corn- Commis-

sner may
missioner shall direct that it thereafter comply with sotitute

p roceedings
the requirements herein specified. If the next suc- to dissolve or

may revoke
ceeding triennial valuation after the receipt of such license.
notice shall show that the society has not made the
percentage of improvement required herein, the
Commissioner may, in the absence of good cause
shown for such failure, institute proceedings for the
dissolution of such society in accordance with the
provisions of section .32.25 of this act, or in the case
of a foreign society, he may cancel its license to
transact business in this state.
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Fakeure-t Any such society shown 15y any triennial valua-
quired im- Dcme
proveme'nt tion subsequent to Deebrthirty-first, ninetLeen
asmtors. hundred and thirty-one, not to have made the im-

provements herein required, shall, within one (1)
year thereafter, complete such deficient improve-
ment, or thereafter as to all new members ad-
mitted be subject, so far as stated rates of contri-
butions are concerned, to the provisions of section
.32.12 of this act applicable to the organization of

Newv new societies: Provided, That the contributions
membrs. and funds of such new members shall be kept sep-

Accounts to arate and apart from the other funds of the society
besearte.until the required improvement shall be shown by

valuation. If such required improvement is not
shown by the succeeding triennial valuation, then
the said new members shall be placed in a separate
class and their certificates valued as an independent
society in respect to contributions and funds.

Examina- SEC. .32.25 Examinations of Domestic Societies:
dometic The Commissioner, or his deputy or examiner, shall

societies
missioneraye the power of visitation and examination into

the affairs of any domestic society. He may employ
assistants for the purpose of such examinations,
and he or his deputy, or examiner, shall have free
access to all the books, papers, and documents that
relate to the business of the society and may summon
and qualify as witness under oath and examine its
officers, agents, and employees or other persons in
relation to the affairs, transactions, and condition
of the society.

Expense of The expense of such examination shall be paid by
exaintin.the society examined, upon statement furnished by

the Commissioner, and the examination shall be
made at least once in three (3) years.

Failure to Whenever af ter examination the Commissioner
comply with
this act, is satisfied that any domestic society has failed to

comply with any provisions of this act, or is exceed-
ing its powers, or is not carrying out its contracts in
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good faith, or is transacting business fraudulently,
or whenever any domestic society, after the existence
of one (1) year or more, shall have a membership
of less than four hundred (400), or shall determine
to discontinue business, the Commissioner may pre-
sent the facts relating thereto to the Attorney Gen- Quo wr

eral, who shall, if he deem the circumstances war- theAttorney

rant, commence an action in quo warranto in a court
of competent jurisdiction, and such court shall there-
upon notify the officers of such society of a hearing,
and if it shall then appear that such society should
be closed, said society shall be enjoined from carry-
ing on any further business, and the Commissioner Inju~nction~

shall be appointed receiver of such society, as is mont ofnt
Commis-

COsioner asprovided in c tse of insolvency of insurance cr-receiver.
panies, and shall proceed at once to take possession
of the books, papers, moneys and other assets of the
society, and shall forthwith, under the direction of
the court, proceed to close the affairs of the society
and to distribute its funds to those entitled thereto.

No such proceedings shall be commenced by the P~reliminary

Attorney General against any such society until, notice.

after notice has been duly served on the chief execu-
tive officers of the society and a reasonable opportu-
nity given to it, on a date to be named in said notice,
to show cause why such proceedings should not be
commenced.

SEC. .32.26 Application for Receiver, Etc.: No Application
for receiver.

application for injunction against or proceedings for cec
the dissolution of or appointment of a receiver for
any such domestic society or branch thereof shall be
entertained by any court in this state unless the
same is made by the Attorney General.

SE~c. .32.27 Examination of Foreign Societies: Examn~ation

The Commissioner, or any person whom he may ap- societies.
point, may examine any foreign society transacting
or applying for admission to transact business in
this state. The said Commissioner may employ as-
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sistants, and he, or any person he may appoint, shall
have free access to all the books, papers, and docu-
ments that relate to the business of the society, and
may summon and qualify as witness under oath and
examine its officers, agents, and employees and

commis- other persons in relation to the affairs, transactions
sctonma and condition of the society. He may, in his discre-
lieu other ex-
aminations. tion, accept in lieu of such examinations, the exami-

nation of the insurance department of the state,
territory, district, province, or country where such

Expense. society is organized. The actual expenses of exam-
iners making any such examination, shall b e paid by
the society upon statement furnished by the Com-
missioner.

Revocation If any such society or its officers refuses to sub-
licnseon mit to such examination or to comply with the pro-

failure to
submit. visions of the section relative thereto, the authority

of such society to write new business in this state
shall be suspended or license refused until satisfac-
tory evidence is furnished the Commissioner, relat-
ing to the condition and affairs of the society, and
during such suspension the society shall not write
new business in this state.

No adverse SEC. .32.28 No Adverse Publjications: Pending,
publications.

Service of during or after an examination or investigation of
copycmrs any such society, either domestic or foreign, the
sioner an
opportunity Commissioner shall make public no financial state-
to answer
or make ment, report or finding, nor shall he permit to be-

showna. come public any financial statement, report, or find-
ing affecting the status, standing, or rights of any
such society, until a copy thereof shall have been
served upon such society, at its home office, nor until
such society shall have been afforded a reasonable
opportunity to answer any such financial statement,
report, or finding and to make such showing in con-
nection therewith as it may desire.

Revocation SEC. .32.29 Revocation of License: When the
of license.

Commissioner on investigation is satisfied that any
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foreign society transacting business under this act Nhotic canse

has exceeded its powers, or has failed to comply
with any provisions of this act, or is conducting busi-
ness fraudulently, or is not carrying out its contracts
in good faith he shall notify the society of his find-
ings, and state in writing the grounds of his dissatis-
faction and after reasonable notice require said
society, on a date named, to show cause why its li-
cense should not be revoked. If on the date named Comis-
in said notice such objections have not been removed revoke.

to the satisfaction of the said Commissioner or the
society does not present good and sufficient reasons
why its authority to transact business in this state
should not at that time be revoked, he may revoke
the authority of the society to continue business in
this state. All decisions and findings of theCorn- Review.

missioner made under the provisions of this section
may be reviewed by proper proceedings in any court
of competent jurisdiction as provided in section .32.16
of this act.

SEC. .32.30 Exemption of Certain Societies: ofxemrtin
Nothing c'.ontained in this act shall be construed to societies.

affect or apply to grand or subordinate lodges of
Masons, Odd Fellows, Improved Order of Red Men,
Fraternal Order of Eagles, Loyal Order of Moose,
or Knights of Pythias, exclusive of the insurance
department of the Supreme Lodge of Knights of
Pythias, the Grand Aerie Fraternal Order of Eagles,
and the Junior Order of United American Mechan-
ics, exclusive of the beneficiary degree or insur-
ance branch of the National Council Junior Order
United American Mechanics, or societies which
limit their membership to any one hazardous occu-
pation, nor to similar societies which do not issue
insurance certificates, nor to any association of local
lodges of a society now doing business in this state
which provides death benefits not exceeding three
hundred dollars ($300) to any one person, or dis-
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ability benefit not exceeding three hundred dollars
($300) in any one year to any one person, or both,
nor to any contracts of reinsurance business on such
plan in this state, nor to domestic societies which
limit their membership to the employees of a par-
ticular city or town, designated firm, business house
or corporation, nor to domestic lodges, orders or
associations of a purely religious, charitable and
benevolent description, which do not provide for a
death benefit of more than one hundred dollars
($100), or for disability benefits of more than one
hundred and fifty dollars ($150) to any one person
in any one year: Providedc always, That any such
domestic order or society which has more than five
hundred (500) members, and provides for death or
disability benefits, and any such domestic lodge,
order or society which issues to any person a cer-
tificate providing for the payment of benefits, shall
not be exempt by the provisions of this section, but
shall comply with all the requirements of this ar-
ticle. The Commissioner may require from any
society such information as will enable him to deter-
mine whether such society is exempt from the pro-
visions of this article.

No society, which is exempt by the provisions of
this section from the requirement of this article shall
give or allow or promise to give or allow, to any per-
son any compensation for procuring new members.

Any fraternal benefit society, heretofore organ-
ized and incorporated and operating within the defi-
nition set forth in sections .32.01, .32.02, and .32.03
of this act, providing for benefits in case of death or
disability resulting solely from accidents, but which
does not obligate itself to pay death or sick benefits,
may be licensed under the provisions of this act, and
shall have all the privileges and shall be subject to
all the provisions and regulations of this article,
except that the provisions of this article requiring
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medical examinations, valuations of benefit certifi-
cates, and that the certificate shall specify the
amount of benefits, shall not apply to such society.

SEC. .32.3 1 May Provide Accident and Health may pro-
vide accident

Benefits: Any corporation, society, order or volun- and heath

tary association operating within the definition set societies
organizedforth in sections .32.01, .32.02, and .32.03 of this act, during first
world war

organized during the war in which the United States to assist
the United

entered on April sixth, nineteen hundred and seven- States or
with mem-

teen, with the purposes-of assisting the government bership of
veterans.

of the United States in maintaining and increasing
the production of commodities essential for the pros-
ecution of that war, and of developing loyalty to the
United States, or whose membership is limited to
veterans of that war, may be licensed under the pro-
visions of this act and shall have all the privileges
and shall be subject to all the provisions and regu-
lations of this article, except that the provisions
of this article requiring death benefits of at least
one thousand dollars ($1,000), medical examina-
tions, valuations of benefit certificates, shall not ap-
ply to such society, but such society may provide
benefits in case of death or disability resulting solely
from accidents in an amount not exceeding one thou-
sand dollars ($1,000) and may also provide for death
or funeral benefits, or both, not exceeding one hun-
dred dollars ($100) each, and for sick or disability
benefits not exceeding five hurfdred dollars ($500)
to any one person, in any one year. Any corpora- Filings with

and aproval
tion, society, order, or voluntary association organ- by thep

Insurance
ized under the provisions of this section shall file Department

with the Insurance Department a copy of all its rates
and policy forms, which rates and policy forms must
be approved by the said Insurance Department be-
fore becoming effective; and all such rates and forms
shall be observed by said society until amended rates
or forms shall have been filed with and approved by
the said Insurance Department.
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Taxation. SEC. .32.32 Taxation: Every fraternal benefit
Exemption, society organized or licensed under this act is here-

by declared to be a charitable and benevolent insti-
tution, and all of its funds shall be exempt from all
and every state, county, district, municipal, and
school tax, other than taxes on reali estate and office
equipment.

Penalties. SEC. .32.33 Penalties: Any person who shall so-
orocingo licit membership for, or in any manner assist in
members, procuring membership in any fraternal benefit so-

ciety not licensed to do business in this state, or
who shall solicit membership for, or in any manner
assist in procuring membership in any such society

Misde- not authorized as herein provided, to do business as
meanor. herein defined in this state, shall be guilty of a mis-
Punishment, demeanor and upon conviction thereof shall be pun-

ished by a fine of not less than fifty [dollai'z-] ($50)
* nor more than two hundred dollars ($200).

Violations. Any society, or any officer, agent, or employee
thereof neglecting or refusing to comply with, or
violating any of the provisions of this article, the
penalty for which neglect, refusal, or 'violation is

Punishment, not specified in this section shall be fined not exceed-
ing two hundred dollars ($200) upon conviction
thereof.

Assignment SEC. .32.34 Assignment of Certificates-Payment
of certifl-
cae-Fy Discharges Society: Sections .18.36 and .18.37 shall
scity be applicable to frafernal benefit societies, as though

such societies were "insurers" as such term is used
in such sections, and to the certificates providing
death benefits or disability benefits issued by such
societies.

Juvenile SEC. .32.35 Juvenile Benefits: Any fraternal
beneits. benefit society operating on the lodge system and

authorized to transact the business of fraternal in-
surance in this state, r ay provide in its constitution
and by-laws, in additiDn to other benefits rrovided
for therein, for the payment of death or annuity
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beriefits upon the lives of children between the ages
of one (1) and eighteen (18) years at next birthday.
Any such society may at its option organize and Branches

operate branches for such children and membershipP
in local lodges and initiation therein shall not be
required of such children, nor shall they have any
voice in the management of the society. The total R3eInls

benefits payable, as above provided, shall in no c .ase
exceed the amount of twio thousand dollars ($2,000).

SEC. .32.36 Valuation of Contributions: The Valuation of
contribu-

death benefit contributions to be made upon such tions.

certificates shall be based upon the "Standard In-
dustrial Mortality Table," or the "English Life Table
Number Six," and a rate of interest notgreater than
four per cent (4%) per annum or upon a higher
standard: Provided, That contributions may be arb

waived, or returns may be made from any surplus
held in excess of reserve and other liabilities, as pro-
vided in the by-laws; And provided, further, That May be

extra contributions shall be made if the reserves
hereafter provided for become impaired.

SEC. .32.37 Funds Kept Separate: Any society Funds kept

entering into such insurance agreements shall main- Reserve.

tain in all such contracts the reserve required by the
standard of mortality and Interest adopted by the
society for computing contributions as provided in
section .32.36: Provided, That a society may pro-
vide that when a child reaches the minimum age for
initiation into membership in such society, any
benefit certificate issued hereunder may be sur-
rendered for cancellation and exchanged for any Transfer of

reserve to
other forms of certificate issued by the society. new

Upon the issuance of such new certificate, any re- crilae
serve upon the original certificate herein provided
for shall be transferred to the credit of the new cer-
tificate. Neither the person who originally made No vested

right in new
application for benefits on account of such child, certiflcate.

nor the beneficiary named in such original certificate,
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tbenedr nor the person who paid the contribution, shall have
by new
member, any vested right in such new certificate, the free

nomination of a beneficiary under the new certificate
to be left to the child so admitted to benefit mem-
bership.

Annual SEC. .32.38 Annual Report: A statement of all
business transacted on account of juvenile benefit
insurance, showing assets and liabilities, shall be in..
cluded by any society availing itself of the privileges
of this act, in its annual report to the Insurance
Commissioner. The assets, funds and liabilities re-
quired hereby shall not be terminated, rescinded or
modified, nor shall the funds be divested for any
use other then as specified in section .32.37, as long
as any certificate issued hereunder remains in force,
and this requirement shall be recognized and en-
forced in any liquidation, reinsurance, merger, or
other change in the condition of the status of the
society.

Expense SE..23 ExeeFud Ansoitshl
fund.SE..23 ExesFud Ansoitshl

have the right to provide in its laws and the cer-
tificates issued hereunder for specified payments on
account of the expense or general fund, which pay-
ments shall or shall not be mingled with the general
fund of the society as its constitution and by-laws
may provide.

Termina- SEC. .32.40 Termination of Membership: In thetion of
membership. event of the termination of membership in the

society by the person responsible for the support of
any child on whose account a certificate may have
been issued, as provided herein, the certificate may
be continued for the benefit of the estate of the
child: Provided, The contributions are continued or
for the benefit of any other person responsible for
the support and maintenance of such child, who
shall assume the payment of the required contribu-
tions.
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SEC. .32.41 Fraternal Mutual Property Insurers: Frateral

1. A domestic mutual property insurer which is FJ"~rJt,
affiliated with and is comprised exclusively of mem- Deflnition.

bers of a specified fraternal society, which society
conducts its business and secures its membership
on the lodge system, having ritualistic work and
ceremonies, is herein designated as a fraternal mu-
tual insurer.

2. Only fraternal mutual property insurers Limited to

which were authorized insurers immediately prior tI,oriz'euon
effective

to the effective date of this code may hereafter be date of code.

so authorized.
3. Such an insurer shall be subject to the ap- Exemptions.

plicable provisions of this code governing domestic
mutual insurers except only as to the provisions
relative to annual meeting, taxes, fees and licenses.
Such an insurer shall pay for its annual license and License fee.

filing its annual statement, the sum of ten dollars
($10). Such an insurer shall pay the expense of
.examinations of it by the Commissioner, upon state-
ment furnished by the Commissioner.

4. Such an insurer may insure corporations, as- Who insurer

sociations, and firms owned by and affiliated withmaInue
such society and operated for the benefit of its mem-
bers, and may insure corporations and firms a ma-
jority of whose shareholders or members are
members of such society.

5. Such an insurer doing business on the assess- Assessmentpremum pan:premium
ment peimpa:plan.

(1) Shall be exempt also from the provisions Exemption.

of this code governing financial qualifications.
(2) Shall not be authorized to transact any Limited toPrerty

kind of insurance other than property insurance, =srnce.

nor have authority to accept reinsurance.
6. Such an insurer doing business on the cash Cash pr-

premium plan: mu ln

(1) May be authorized to transact additional M~~ay bedau-~

kinds of insurance, other than life or title insurance, transact
other

subject to the same requirements as to surplus funds Insurance
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and reserves as apply to domestic mutual insurers
on the cash premium plan.

May accept ()Myacp enuac fsc id
other busi- (2 a cetrisrneonlyofsckid
smifro of insurance as it is authorized to transact direct

insurers, and only from insurers likewise affiliated with and
composed solely of the members of the same desig-
nated fraternal society.

Fraternal
mutial ife SEC. .32.42 Fraternal Mutual Life Insurers: 1. A

insurers. mutual life insurer which is affiliated with and in-
Defniton.sures exclusively members of a specified fraternal

society, which society conducts its business and
secures its membership on the lodge system, having
ritualistic work and ceremonies, is herein designated
as a fraternal mutual life insurer.

Exceptions. 2. Such an insurer shall be subject to the ap-
plicable provisions of this code governing mutual

Licenlse fee, life insurers except only as to the provisions relative
to annual meeting, taxes, fees and licenses. Such an
insurer shall pay for its annual license and filing its
annual statement, the sum of ten dollars ($10). Such

Examnina- an insurer shall pay the expense of examinations of
tions. it by the Commissioner, upon statement furnished

by the Commissioner.

ARTICLE THIRTY-THREE
STATE FIRE MARSHAL

State Fire SE.330 SttFie aralThComs
Marshal. c..30 SttFieMrhlThComs

sioner shall ex officio be State Fire Marshal. The
Commissioner shall receive no additional compensa-
tion on account of his services as State Fire Marshal.

Deputy SEC. .33.02 Deputy State Fire Marshals: 1. TheSt ate Fire
Marshals. State Fire Marshal may appoint a Chief Deputy

State Fire Marshal and such additional deputy state
fire marshals as he deems necessary for the discharge
of his duties pursuant to this article, and shall fix
their compensation and from time to time prescribe
their respective duties. The State Fire Marshal may
terminate any such appointment at any time.
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2. Any power or duty vested fin the State Fire Poweer-ma

Marshal by this article may be exercised or dis deuy

charged by any deputy state fire marshal acting in
the name and by the authority of the State Fire
Marshal.

3. The Commissioner may also designate as an commis-
sioner may

ex officio resident fire marshal, the chief of any desgnae

organized fire department within this state, and may fire marshal.

revoke any such designation so made.I

SEc. .33.03 Examination of Premises: 1. The Examination

State Fire Marshal or any deputy state fire marshal of premises.
Where fires

shall have authority at all times of day and night, have
occurred.

in the performance of duties imposed by this article,
to enter upon and examine any building or premises
,where any fire has occurred and other buildings and
premises adjoining or near thereto.

2. The State Fire Marshal or any deputy state Fire

fire marshal shall have authority at any reasonable hzrs

hour to enter into any public building or premises
or any building or premises used for public purposes
to inspect for fire hazards.

3. Within his jurisdiction a resident fire marshal Residentfire marshal.
may exercise like powers as are conferred by para-
graphs one and two of this section upon the State
Fire Marshal. Such power in a resident fire marshal
shall not be to the exclusion of any power of the
State Fire Marshal or of any deputy state fire
marshal.

SEc. .33.04 Safety Standards: 1. In jurisdic- =SIrds,

tions within this state other than those in which SInsecio

there is in force a comprehensive local fire prevention except

and safety code, the State Fire Marshal or any wellings.

deputy fire marshal shall have authority to enter
upon all premises and into all buildings except
private dwellings for the purpose of inspection to
ascertain if any fire hazard exists, and to. require
conformance with minimum standards for the pre-
vention of fire and for the protection of life and
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property against fire and panic as to use of premises,
and may adopt by reference nationally recognized
standards applicable to local conditions.

Enforcement 2. A resident fire marshal shall have authority
of fire and
safety laws, to enforce within his jurisdiction such ordinances

and laws relative to fire prevention and safety and
use of premises as may be in force therein. In
areas outside those covered by such local fire preven-
tion and safety codes, the jurisdiction of any such
resident fire marshal shall be subordinate to that of
the State Fire Marshal.

Request by 3.Iaracoeebyscfiepeetnad
local naea oee y uhfr reeto n
authority, safety codes the State Fire Marshal may, upon re-

quest by the chief fire official or the local governing
body or of taxpayers of such area, assist in the en-
forcement of any such code.

Removal SEC. .33.05 Removal of Fire Hazards: 1. If the
of fire
hazards. State Fire Marshal or his deputy finds in any build-
Written ing or premises subject to their inspection under this
order.

article, any combustible material or inflammable
conditions or fire hazards dangerous to the safety of
the building, premises, or to the public, he shall by
written order require such condition to be remedied,
and such order shall forthwith be complied with by
the owner or occupant of the building or premises.

Ajp eal to 2. An owner or occupant aggrieved by any such
Stat Fire
Marshal, order made by a deputy state fire marshal may

within five (5) days after the date of the order ap-
peal to the State Fire Marshal. If the State Fire
Marshal confirms the order, the order shall remain
in force and be complied with by the owner or
occupant.

Failure to 3 n we rocpn aln ocml
comply. 3 n we rocpn aln ocml

with any such order not appealed from or with any
Fine, order so confirmed shall be punishable by a fine of

not less than ten dollars ($10) nor more than fifty
dollars ($50) for each day such failure exists.
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SEC. .33.06 Reports and Investigation of Fires: Reports andinvestigation
1. The chief of each organized fire department, or of fires.

Notification
the sheriff having jurisdiction over areas not within to State Fire
the jurisdiction of any fire department, shall forth- Marshal.

with notify the State Fire Marshal of all fires of
criminal, suspected, or undetermined origin occur-
ring within the jurisdiction of such fire department
or sheriff.

2. The State Fire Marshal may investigate any Investigation.

fire for the purpose of determining its cause or
origin or the extent of the loss, or both.

SEC. .33.07 Examination of Witnesses: In the Examination
of witnesses.

conduct of any investigation into the cause, origin,
or loss resulting from any fire, the State Fire
Marshal shall have the same power and rights
relative to securing the attendance of witnesses and
the taking of testimony under oath as is conferred
upon the Commissioner under section .03.07. False
swearing by any such witness shall be deemed to be
perjury and shall be subject to punishment as such.

SEC. .33.08 Prosecution of Arsonists: If as the Prscto

result of any such investigation, or because of any Information

information received by him, the State Fire Marshal cout~ngse

is of the opinion that there is evidence sufficient to attorney.

charge any person with any crime, he may cause
such person to be arrested and charged with such
offense, and shall furnish to the prosecuting attorney
of the county in which the offense was committed,
the names of witnesses and all pertinent and ma-
terial evidence and testimony within his possession
relative to the offense.

SEC. .33.09 Records of Fires: The State Fire Records

Marshal shall keep on file in his office all reports of o ie

fires made to him or to the Commissioner pursuant
to this code. Such records shall at all times during
business hours be open to public inspection; except,
that any testimony taken in a fire investigation may,
in the discretion of the State Fire Marshal, be with-
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held from public scrutiny. The State Fire Marshal
may destroy any such report after five (5) years
from its date.

FireSE..31 FiePeeto:TeSaeFrprevention,. E..31 iePeeto:TeSaeFr
Marshal may from time to time disseminate within
this state information concerning the causes, preven-
tion, and reduction of damage from fire.

Annual SEC. .33.11 Annual Report: The State Fire
report.

Marshal shall submit annually as of the first day of
January a report to the Governor of this state. The
report shall contain a detailed statement of his of-
ficial acts pursuant to this article.

Forms, SEC. .33.12 Forms, Blanks, Circulars: All forms,
blanks
circulars. blanks, circulars, posters and such reports as may

be required pursuant to the provisions of this article,
shall be furnished at the expense of the state.

Hearings SEC. .33.13 Hearings and Appeals: The Coin-and appeals.
missioner, as State Fire Marshal, shall be subject
to and may avail himself of the applicable provisions
of article four, relating to hearings and appeals.

Acts re- SEC.
pealed or peld
amended. peld

ARTICLE THIRTY-FOUR

ACTS REPEALED OR AMENDED

.34.01 The following acts are hereby re-
Sections 1, 3, 5, 8, 9, 10, 11, 12, 13, 15, 16,

18, 19, 20, 21, 22, 25, 28, 29, 30, 31, 33, 35, 38, 39, 40,
41, 42, 43, 46, 47, 48, 50, 51, 52, 53, 54, 55, 56, 58, 60,
61, 62, 63, 64, 65, 66, 67, 68, 69, 70, 71, 72, 76, 77, 78,
80, 81, 82, 88, 89, 90, 91, 93, 94, 95, 96, 97, 98, 99, 103,
102, 103, 104, 105, 1051/, 107, 108, 109, 110, 111, 112,
113, 114, 115, 116, 117, 118, 119, 120, 121, 122, 123,
124, 125, 126, 127, 128, 129, 130, 131, 132, 133, 134,
135, 136, 137, 138, 139, 140, 141, 142, 143, 144, 145,
146, 147, 148, 149, 150, 161, 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, 179,
180, 181, 183, 184, 185, 186, 190, 191, 192, 195, 196,
197, 198, 199, 200, 201, 203, 204, 205, 206, 207, 208,
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209, 214, 215, 216, 217, 218, 219, 220, 221, 222, 223,
224, 225, 226, 227, 230, 231, 232, 233, 234, 236, 237,
238, of chapter 49, Laws of 1911 (sections 7032, 7034,
7036, 7039, 7040, 7041, 7042, 7043, 7044, 7047, 7048,
7050, 7051, 7052, 7053, 7054, 7070, 7072, 7073, 7074,
7075, 7077, 7079, 7082, 7083, 7084, 7085, 7086, 7087,
7091, 7092, 7093, 7095, 7096, 7097, 7098, 7099, 7100,
7101, 7103, 7105, 7106, 7107, 7108, 7109, 7110, 7111,
7112, 7113, 7114, 7115, 7116, 7117, 7121, 7122, 7123,
7125, 7126, 7127, 7133, 7134, 7135, 7136, 7138, 7139,
7140, 7141, 7142, 7143, 7144, 7146, 7147, 7148, 7149,
7150, 7151, 7153, 7154, 7155, 7156, 7157, 7158, 7159,
7160, 7161, 7162, 7163, 7164, 7165, 7166, 7167, 7168,
7169, 7170, 7171, 7172, 7173, 7174, 7175, 7176, 7177,
7178, 7179, 7180, 7181, 7182, 7183, 7184, 7185, 7186,
7187, 7188, 7189, 7190, 7191, 7192, 7193, 7194, 7195,
7196, 7197, 7198, 7199, 7200, 7201, 7202, 7203,
7204, 7205, 7206, 7207, 7208, 7209, 7210, 7211, 7212,
7213, 7214, 7215, 7216, 7217, 7218, 7219, 7220, 7221,
7222, 7223, 7225, 7226, 7227, 7229, 7230, 7231, 7232,
7243, 7244, 7245, 7248, 7249, 7250, 7251, '7252, 7253,
7254, 7256, 7257, 7258, 7259, 7260, 7261, 7262, 7267,
7268, 7269, 7270, 7271, 7272, 7273, 7274, 7275, 7276,
7277, 7278, 7279, 7280, 7283, 7284, 7285, 7286, 7287,
7290, 7291, 7292, Rem. Rev. Stat. respectively, or
sections 2908, 2910, 2912, 2915, 2916, 2917, 2918,
2919, 2920, 2922, 2923, 2925, 2926, 2927, 2928, 2929,
2932, 2935, 2936, 2937, 2938, 2940, 2942, 2945, 2946,
2947, 2948, 2949, 2950, 2954, 2955, 2956, 2958, 2959,
2960, 2961, 2962, 2963, 2964, 2966, 2968, 2969, 2970,
2971, 2972, 2973, 2974, 2975, 2976, 2977, 2978, 2978a,
2979, 2983, 2984, 2985, 2987, 2988, 2989, 2995, 2996,
2997, 2998, 3000, 3001, 3002, 3003, 3004, 3005, 3006,
3008, 3009, 3010, 3011, 3012, 3013, 3015, 3016, 3017,
3018, 3019, 3020, 3021, 3022, 3023, 3024, 3025, 3026,
3027, 3028, 3029, 3030, 3031, 3032, 3033, 3034, 3035,
3036, 3037, 3038, 3039, 3040, 3041, 3042, 3043, 3044,
3045, 3046, 3047, 3048, 3049, 3050, 3051, 3052, 3053,
3054, 3055, 3056, 3057, 3058, 3059, 3060, 3061, 3062,
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3063, 3064, 3065, 3066, 3067, 3068, 3069, 3070, 3071,
3072, 3073, 3074, 3075, 3076, 3077, 3078, 3079, 3080,
3081, 3082, 3083, 3084, 3085, 3087, 3124, 3125, 3127,
3128, 3129, 3130, 3134, 3135, 3136, 3122, 3123, 3137,
3138, 3139, 3140, 3141, 3143, 3144, 3145, 3088, 3089,
3090, 3091, 3096, 3097, 3098, 3099, 3100, 3101, 3102,
3103, 3104, 3105, 3106, 3107, 3108, 3109, 3112, 3113,
3114, 3115, 3116, 3118, 3119, 3146, Pierce Code); also
sections 1, 2, 3, 4, 6, 7, 9, of chapter CLXII, Laws of
1901 (sections 5654-1, 5654-2, 5654-3, 5654-4, 5654-6,
5654-7, Rem. Rev. Stat., and sections 3148, 3149,
3150, 3151, 3152, 3153, 3154, Pierce Code); also sec-
tion 2 of chapter 49, Laws of 1911 as last amended
by section 1 of chapter 175, Laws of 1927 (section
7033, Rem. Rev. Stat. or section 2909, Pierce Code),
section 4 of chapter 49 of the Laws of 1911 as last
amended by section 1 of chapter 226, Laws of 1939
(section 7035, Rem. Rev. Stat., or section 2911, Pierce
Code), section 1 of chapter 2, Laws of 1909 (section
3147, Pierce Code), section 6 of chapter 49, Laws
of 1911, as last amended by section 1 of chapter 82,
Laws of 1917 (section 7037, Rem. Rev. Stat., or
section 2913, Pierce Code), section 7 of chapter 49,
Laws of 1911, as last amended by section 1 of
chapter 133, Laws of 1919 (section 7038, Rem. Rev.
Stat., or section 2914, Pierce Code), section 13 /.
of chapter 49, Laws of 1911, as last amended by
section 3 of chapter 177, Laws of 1915 (section 7045,
Rem. Rev. Stat., or section 2920a, Pierce Code),
section 14 of chapter 49, Laws of 1911, as last
amended by section 4 of chapter 177, Laws of 1915
(section 7046, Rem. Rev. Stat., or section 2921, Pierce
Code), section 8 of chapter 55, Laws of 1901, as last
amended by section 112 of chapter 180, Laws of
1935 (section 11205, Rem. Rev. Stat., or section
7056, Pierce Code), section 17 of chapter 49, Laws
of 1911, as last amended by section 1 of chapter
193, Laws of the Extraordinary Session of 1925
(section 7049, Rem. Rev. Stat., or section 2924, Pierce
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Code) section 23 of chapter 49, Laws of 1911, as
last amended by section 1, chapter 102, Laws of 1939.
(sections 7054-1, 7055, 7056, 7057, 7058, 7059, 7060,
7061, 7062, 7063, 7064, 7065, 7066, 7067, 7068, Rem.
Rev. Stat., respectively, or sections 2930, 2930-1,
2930-2, 2930-3, 2930-4, 2930-5, 2930-6, 2930-7, 2930-8,
2930-9, 2930-10, 2930-11, 2930-12, 2930-13, 2930-14 of
Pierce Code, respectively), section 24 of chapter 49,
Laws of 1911, as last amended by section 24 of chap-
ter 177, Laws of 1915 (section 7069, Rem. Rev. Stat.,
or section 2931, Pierce Code) section 26 of chapter
49, Laws of 1911, as last amended by section 1 of
chapter 28, Laws of 1945 (section 7071, Rem. Rev.
Stat., or section 2933, Pierce Code), section 1 of chap-
ter 49, Laws of 1933 (section 7071-1, Rem. Rev. Stat.,
or section 2933-1, Pierce Code), section 32 of chapter
49, Laws of 1911, as last amended by section 1 of
chapter 97, Laws of 1915 (section 7076, Rem. Rev
Stat., or section 2939, Pierce Code), section 34 of
chapter 49, Laws of 1911, as last amended by section
1 of chapter 192, Laws of 1915 (section 7073, Rem.
Rev. Stat., or section 2941, Pierce Code), section
36 of chapter 49, Laws of 1911, as last amended by
section 1 of chapter 84, Laws of 1931 (section 7080,
Rem. Rev. Stat., or section 2943, Pierce Code),
section 16 of chapter 177, Laws of 1915, as last
amended by section 1 of chapter 197, Laws of the
Extraordinary Session of 1925 (section 7081, Rem.
Rev. Stat., or section 2944, Pierce Code), section 44
of chapter 49, Laws of 1911, as last amended by
section 1 of chapter 107, Laws of 1927 (section 7088,
Rem. Rev. Stat., or section 2951, Pierce Code), sec-
tion 45 of chapter 49, Laws of 1911, as last amcnded
by section 1 of chapter 66, Laws of 1937 (section
7089, Rem. Rev. Stat., or section 2952-21, Pierce
Code), section 1 of chapter 66, Laws of 1937 (section
7089-1, 7089-2, 7089-3, 7089-4, 7089-5, Rem. Rev. Stat.,
respectively, or sections 2952-22, 2952-23, 2952-24,
2952-25, 2952-26, Pierce Code, respectively), section
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1 of chapter 18, Laws of 1915 (section 7090, Rem.
,Rev. Stat., or section 2953, Pierce Code), section 57
of chapter 49, Laws of 1911, as last amended by
section 10 of chapter 177, Laws of 1915 (section 7102,
Rem. Rev. Stat., or section 2965, Pierce Code), sec-
tion 59 of chapter 49, Laws of 1911, as last amended
by section 2 of chapter 265, Laws of 1927 (section
7104, Rem. Rev. Stat., or section 2967, Pierce Code),
section 74 of chapter 49, Laws of 1911, as last
amended by section 2 of chapter 88, Laws of 1935
(section 7119, Rem. Rev. Stat., or section 2981, Pierce
Code), section 3 of chapter 88, Laws of 1935 (section
7119a, Rem. Rev. Stat., or section 2981-1, Pierce
Code), section 4 of chapter 88, Laws of 1935 (section
7119b, Rem. Rev. Stat., or section 2981-2, Pierce
Code), section 5 of chapter 88, Laws of 1935 (sec-
tion 7119c, Rem Rev. Stat., or section 2981-3,
Pierce Code), section 6 of chapter 88, Laws of 1935
(section 7119d, Rem. Rev. Stat., or section 2981-4,
Pierce Code), section 75 of chapter 49, Laws of
1911, as last amended by section 1 of chapter 164,
Laws of 1941 (section 7120, Rem. Rev. Stat., or sec-
tion 2982, Pierce Code), section 79 of chapter 49,
Laws of 1911, as last amended by section 1 of chapter
109, Laws of 1913 (section 7124, Rem. Rev. Stat.,
or section 2986, Pierce Code), section 1 of chapter 69,
Laws of 1939 (section 7126a, Rem. Rev. Stat., or
section 2988a, Pierce Code), section 83 of chapter
49, Laws of 1911, as last amended by section 2 of
chapter 109, Laws of 1913 (section 7128, Rem. Rev.
Stat., or section 2990, Pierce Code), section 1 of
chapter 40, Laws of 1941 (section 7128-1, Rem. Rev.
Stat., or section 2990-21, Pierce Code), section 84
of chapter 49, Laws of 1911, as last amended by sec-
tion 1 of chapter 47, Laws of 1919 (section 7129, Rem.
Rev. Stat., or section 2991, Pierce Code), section 85
of chapter 49, Laws of 1911, as last amended by
section 3 of chapter 40, Laws of 1941 (section 7130,
Rem. Rev. Stat., or section 2992, Pierce Code),
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section 86 of chapter 49, Laws of 1911, as last
amended by section 1 of chapter 39, Laws of 1937
(section 7131, Rem. Rev. Stat., or section 2993,
Pierce Code), section 1 of chapter 73, Laws of
1941 (section 7131a, Rem. Rev. Stat., or section
2993-5 1, Pierce Code), section 1 of chapter 48, Laws
of the Extraordinary Session of 1933, as last amended
by sections 1, 2, 4, 9, 11, 13, of chapter 42, Laws of
1937 (sections 7131-1, 7131-2, 7131-4, 7131-9, 7131-11,
7131-13, Rem. Rev. Stat., respectively, or sections
3136-21, 3136-22, 3136-24, 3136-29, 3136-31, 3136-33
of Pierce Code), sections 3, 5, 6, 8, 10, 12, 14, 15, 16,
17, of chapter 42, Laws of 1937 (sections 7131-3,
7131-5, 7131-6, 7131-8, 7131-10, 7131-12, 7131-14,
7131-15, 7131-16, 7131-17, Rem. Rev. Stat., respec-
tively, or sections 3136-23, 3136-25, 3136-26, 3136-28,
3136-30, 3136-32, 3136-34, 3136-35, 3136-36, 3136-37,
Pierce Code, respectively), section 2 of chapter 48,
Laws of the Extraordinary Session of 1933, as last
amended by section 7 of chapter 42, Laws of 1937
(section 7131-7, Rem. Rev. Stat., or section 3136-27,
Pierce Code), section 87 of chapter 49, Laws of 1911,
as last amended by section 1 of chapter 38, Laws of
1937 (section 7132, Rem. Rev. Stat., or section 2994,
Pierce Code), section 92 of chapter 49, Laws of 1911,
as last amended by section 1 of chapter 111, Laws
of 1941 (section 7137, Rem. Rev. Stat., or section
2999, Pierce Code), section 10 of chapter 49, Laws of
1911, as last amended by section 1 of chapter 37,
Laws of 1915 (section 7145, Rem. Rev. Stat., or sec-
tion 3007, Pierce Code), section 106, chapter 49,
Laws of 1911, as last amended by section 12 of
chapter 177, Laws of 1915 (section 7152, Rem. Rev.
Stat., or section 3014, Pierce Code), section 178 of
chapter 49, Laws of 1911, as last amended by section
1 of chapter 36, Laws of 1915 (section 7224, Rem.
Rev. Stat., or section 3086, F~ierce Code), section 1
of chapter 118, Laws ut 1939 (section 7230a,
Rem. Rev Stat., or section 3128-21, Pierce Code),
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section 187 of chapter 49, Laws of 1911 as last
amended by section 1, chapter 124, Laws of 1929 (sec -
tion 7233, Rem. Rev, Stat., or section 3131, Pierce
Code), section 1 of chapter 124, Laws of 1929, as
last amended by section 2 of chapter 40, Laws of
1941 (section 7234, Rem. Rev. Stat., or section
3131-2a, Pierce Code), sections 3, 4, 5, 6, of chapter
124, Laws of 1929 (sections 7235, 7237, 7238, 7239,
'7240, 7241, Rem. Rev. Stat., respectively, or sections
3131-2b, 3131-2c, 3131-2d, 3131-2d (2nd par.), 3131-2d
(3rd par.), 3131-2e, Pierce Code), section 189 of
chapter 49, Laws of 1911, as last amended by section
7 of chapter 124, Laws of 1929 (section 7242, Rem.
Rev. Stat., or section 3131-2f, Pierce Code), sections
187, 188, 189 of chapter 49, Laws of 1911, as last
amended by sections 8, 9 of chapter 124, Laws of
1929 (sections 7242a, 7242b, Rem. Rev. Stat., respec-
tively, or sections 3131g, 3131h, Pierce Code, re-
spectively), section 1 of chapter 300, Laws of 1927,
as last amended by sections 1, 2, 3, 4, 5, 6, 7, 8 of
chapter 79, Laws of 1939 (sections 7242-1, 7242-2,
7242-2a, 7242-2b, 7242-3, 7242-4, 7242-5, Rem. Rev.
Stat., respectively, or sections 3-11.9-51, 3119-52, 3119-
53, 3119-54, 3119-55, 3119-56, 3119-57, Pierce Code),
section 1 of chapter 116, Laws of 1933 (section 7246,
Rem. Rev. Stat., or section 3120, Pierce Code), sec-
tion 193 of chapter 49, Laws of 1911, as last amended
by section 2 of chapter 116, Laws of 1933 (section
7246-1, Rem. Rev. Stat., or section 3120a, Pierce
Code), section 194 of chapter 49, Laws of 1911, as
last amended by section 1 of chapter 208, Laws of
1943 (section 7247, Rem. Rev. Stat., or section 3121,
Pierce Code), section 202 of chapter 4n0, Lsws of
1911, as last amended by section 14 of chapter 177,
Laws of 1915 (section 7255, Rem. Rev. Stat., or sec-
tion 3142, Pierce Code), section 210 of chapter 49,
Laws of 1911, as last amended by section 1 of chapter
194, Laws of 1919 (section 7263, Rem. Rev. Stat., or
section 3092, Pierce Code), section 211 of chapter 49,
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Laws of 1911, as last amended by section 1 of chapter
227, Laws of 1943 (section 7264, Rem. Rev. Stat., or
section 3093, Pierce Code), section 212 of chapter
49, Laws of 1911, as last amended by section 1 of
chapter 99, Laws of 1939 (section 7265, Rem. Rev.
Stat., or section 3094, Pierce Code), section 213 of
chapter 49, Laws of 1911, as last amended by section
1 of chapter 101, Laws of 1931 (section 7266, Rem.
Rev. Stat., or section 3095, Pierce Code), section 228
of chapter 49, Laws of 1911, as last urnended by sec-
tion 2 of chapter 101, Laws of 1931. (section 7281,
Rem. Rev. Stat., or section 3110, Pierce Code), section
229 of chapter 49, Laws of 1911, as last amended by
section 3 of chapter 101, Laws rf 1931 (section 7282,
Rem. Rev. Stat., or section 311 1, Pierce Code), sec-
tion 235 of chapter 49, Laws of 1911 as last amended
by section 1 of chapter 112, Laws of 1941 (section
7288, Rem. Rev. Stat., or section 3117, Pierce Code),
section 1 of chapter 62, Laws of 1921 (section 7289,
Rem. Rev. Stat., or section 3117-1, Pierce Code),
section 1 of chapter 159, Laws of 1919, as last
amended by section 1 of chapter 26, Laws of 1933
(section 7293, Rem. Rev. Stat., or section 3119-1,
Pierce Code), section 2 of chapter 159, Laws of 1919,
as last amended by section 2 of chapter 102, Laws of
1931 (section 7294, Rem. Rev. Stat., or section 3119-2,
Pierce Code), section 3 of chapter 159, Laws of 1919,
as last amended by section 3 of chapter 102, Laws of
1931 (section 7295, Rem. Rev. Stat., or section 3119-3,
Pierce Code), section 4 of chapter 159, Laws of 1919,
as last amended by section 4 of chapter 102, Laws of
1931 (section 7296, Rem. Rev. Stat., or section 3119-4,
Pierce Code), section 5 of chapter 159, Laws of 1919
(section 7297, Rem. Rev. Stat., or section 3119-5,
Pierce Code), section 6 of chaptef 159, Laws of 1919
(section 7298, Rem. Rev. Stat., or section 3119-6,
Pierce Code), section 1 of chapter iZ, Laws of 1927
(section 569, Rem. Rev. Stat., or section 7854-1,
Pierce Code), section 2 of chapter 92, Laws of 1927,

[ 547 ]

[Cu. 79.



CH. 79.]SESSION LAWS, 1947.

as last amended by section 1 of chapter 179, Laws
of 1939 (section 7230-1, Rem. Rev. Stat., or section
7854-2, Pierce Code), section 1 of chapter 110, Laws
of 1945 (section 7033-1, Rem. Rev. Stat-., or section
666-18, Pierce Code), section 1 of chapter 49, Laws
of 1945 (section 7068-5, Rem. Rev. Stat., or section
663-51, Pierce Code), sections 1, 2, 3, 4 of chapter 97,
Laws of 1939 (sections 7230-2, 7230-3, 7230-4, 7230-5,
Rem. Rev. Stat., or sections 3136-51, 3136-52, 3136-53,
3136-54, Pierce Code), and all other acts or parts of
acts inconsistent with the provisio ns of this act.

Act SEC. .34.02 Act Amended: Section 73, chapter 49,
amened. Laws of 1911 as last amended by section 1 of chapter

103, Laws of 1939, the same being section 7118 of
Remington's Revised Statutes or section 2980 of the
Pierce Code, is amended to read as follows:

Filing of Every insurer as to caulyinsurance salflrate andcaulysllfe
schedules, with the Insurance Commissioner its rates and rat-

ing schedules, or it may adopt advisory rules and
Efiective rates of rating organizations. Unless disapproved

filing. by the Commissioner prior thereto, any such filing
shall become effective upon expiration of thirty
days from date of filing.

Adherence Every such insurer and its agents shall adhere to
to iligs. its filings, and shall not amend such filings or deviate

therefrom until it sha'l1 have filed amen datory sche-
dules or rates or notice of such deviation with the

Amendment Commissioner for a period of thirty days; except
of filing, that such amendatory schedules or deviations shall

not become effective if disapproved by the Commis-
sioner within such thirty-day period.

Waier of The Commissioner may waive any such waiting
period, period or any part thereof as to any filing by giving

notice thereof to the insurer.

Passed the Senate February 20, 1947.
Pa.5sed the House February 27, 1947.
Approved by the Governor March 7.,1947.
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