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CHAPTER 85
INSURANCE
HOUSE BILL 94-1169
BY REPRESENTATIVES Owen, Schauer, and Tucker;
also SENATOR Norton.

CONCERNING CAPTIVE INSURANCE COM PANIES.

Be it enacted by the General Assembly of the Sate of Colorado:

SECTION 1. 10-6-102, Colorado Revised Statutes, 1987 Repl. Val., asamended,
is amended to read:

10-6-102. L egidativedeclar ation. Itisthe policy of thegeneral assembly and the
intent and purpose of this article to simplify the procedures for organizing and
regulating the operationsof captiveinsurancecompanieswithinthestate of Colorado,
TO ENCOURAGE THE FORMATION OF SUCH COMPANIES WHILE RETAINING THE
INTEGRITY, FINANCIAL SOLVENCY, AND STABILITY OF INSURANCE OPERATIONS, AND
thereby promoting the economic devel opment and the general welfare of the people
of the state of Colorado.

SECTION 2. 10-6-103, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is REPEALED AND REENACTED, WITH AMENDMENTS, to read:

10-6-103. Definitions. AS USED IN THIS ARTICLE, UNLESS THE CONTEXT
OTHERWISE REQUIRES:

(1) "AFFILIATED COMPANY" MEANSANY COMPANY THAT DIRECTLY ORINDIRECTLY
OWNS OR CONTROLS A PURE CAPTIVE INSURANCE COMPANY AND ANY COMPANY
OWNED OR CONTROLLED, DIRECTLY OR INDIRECTLY, BY A PARENT OR SUBSIDIARY .

(2) "CAPTIVEINSURANCE COMPANY " MEANSA PURE CAPTIVEINSURANCE COMPANY
OR A GROUP CAPTIVE INSURANCE COMPANY .

Capital letters indicate new material added to existing statutes, dashes through words indicate deletions from existing
statutes and such material not part of act.
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(3) "COMMISSIONER" MEANS THE COMMISSIONER OF INSURANCE.

(4 "GROUP' MEANS ANY ASSOCIATION OF INDIVIDUAL PROFESSIONAL
PRACTITIONERS, CORPORATIONS, PARTNERSHIPS, LIMITED LIABILITY COMPANIES, OR
ASSOCIATIONS WITH SUBSTANTIALLY SIMILAR OR RELATED RISKS, THE MEMBERS OF
WHICH COLLECTIVELY OWN, CONTROL, OR HOLD WITH POWER TO VOTE ALL OF THE
OUTSTANDING VOTING SECURITIES OR OTHER OWNERSHIP INTEREST OF A GROUP
CAPTIVE INSURANCE COMPANY.

(5) "GROUP CAPTIVE INSURANCE COMPANY" MEANS ANY DOMESTIC INSURANCE
COMPANY LICENSED UNDER THE PROVISIONS OF THIS ARTICLE FOR THE PURPOSE OF
MAKING INSURANCE AND REINSURANCE, INCLUDING ANY COMPANY ORGANIZED
UNDER THE FEDERAL "LIABILITY RISK RETENTION ACT OF 1986", AS AMENDED, 15
U.S.C. secs. 3901 T03905. SUCH INSURANCE AND REINSURANCE SHALL BELIMITED
TO THE RISKS, HAZARDS, AND LIABILITIES OF ITS GROUP MEMBERS AND EMPLOY EE
BENEFITS COVERAGES.

(6) "IMPAIRMENT" MEANS THAT A CAPTIVE INSURANCE COMPANY'S PERMISSIBLE
ASSETS ARE LESS THAN ITSLIABILITIES, INCLUDING AS A LIABILITY THE AGGREGATE
AMOUNT OF ANY OUTSTANDING CAPITAL STOCK, OR THAT ITSCAPITAL AND SURPLUS
ARE LESS THAN THE CAPITAL AND SURPLUS ESTABLISHED PURSUANT TO SECTION
10-6-116.

(7) "INSOLVENCY" MEANS THAT A CAPTIVE INSURANCE COMPANY'S PERMISSIBLE
ASSETS ARE LESS THAN ALL OF ITS LIABILITIES, EXCLUDING FROM SUCH LIABILITIES
THE AGGREGATE AMOUNT OF ANY OUTSTANDING CAPITAL STOCK.

(8) "PARENT" MEANS A CORPORATION, PARTNERSHIP, OR INDIVIDUAL WHO
DIRECTLY OR INDIRECTLY OWNS, CONTROLS, OR HOLDSWITH POWER TO VOTE MORE
THAN FIFTY PERCENT OF THEOUTSTANDING VOTING SECURITIESOR OTHER OWNERSHIP
INTEREST OF A PURE CAPTIVE INSURANCE COMPANY .

(9) "PURE CAPTIVE INSURANCE COMPANY" MEANS ANY DOMESTIC INSURANCE
COMPANY LICENSED UNDER THE PROVISIONS OF THIS ARTICLE FOR THE PURPOSE OF
MAKING INSURANCE AND REINSURANCE. SUCH INSURANCE AND REINSURANCE SHALL
BE LIMITED TO THE RISKS, HAZARDS, AND LIABILITIESOF ITSPARENT AND AFFILIATED
ENTITIES ALONG WITH EMPLOY EE BENEFITS COVERAGES.

SECTION 3. 10-6-105, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is amended to read:

10-6- 105 Employeebeneflts mlnlmum cover ages. (1) Aﬁyeapﬁvems#aﬁee

INSURANCE COMPANY ISSUING EMPLOYEE BENEFITS COVERAGES AS APPROVED BY
THE COMMISSIONER, IN ITS PLAN OF OPERATION SHALL PROVIDE THE MINIMUM
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MANDATED INSURANCE COVERAGES REQUIRED OF INSURANCE COMPANIES IN THE
STATE.

(2) (a) (Deleted by amendment, L. 91, p. 1224, 4, effective May 24, 1991.)

SECTION 4. 10-6-106, Colorado Revised Statutes, 1987 Repl. Vol., isamended
toread:

10-6-106. Names of companies. No captive insurance company shall adopt the

name of any exi sting company transactingastntarbdshess; nor any namesositHar
astobe-caledtatedto-mistead WHICH MAY BE MISLEADING TO the public.

SECTION 5. 10-6-107, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is amended to read:

10-6-107. For mation and oper atlon of captlve insurance companles
(1) W : - 1
they No PERSON SHALL ENGAGE IN THE BUSINESS OF INSURANCE AS A CAPTIVE
INSURANCE COMPANY WITHOUT FIRST APPLY ING FOR AND OBTAINING A CERTIFICATE
OF AUTHORITY FROM THE COMMISSIONER STATING THAT SUCH PERSON COMPLIES
WITH THELAWSOF THISSTATE. APPLICANTS shall submit articlesof incorporation or
other documents of organization

for examination. Afterbeing IF ACCEPTED AND
approved by them; the COMMISSIONER AND THE ATTORNEY GENERAL, said articlesor
other documentsof organizationshall befil edaﬁdfeeereleel-wh&weﬁrequrred-by-law
in the office of the secretary of state. A copy of said articles or other documents of
organization, certified by the secretary of state, shall befiled with the commissioner.
AMENDMENTS TO ORGANIZATIONAL DOCUMENTS SHALL BE FILED WITH THE
COMMISSIONER AND IN THE OFFICE OF THE SECRETARY OF STATE.
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INSURANCE COM PANY CERTIFICATE OF AUTHORITY SHALL FILE A DETAILED PLAN OF
OPERATION, WHICH SHALL INCLUDE A FEASIBILITY STUDY AND ANY OTHER
INFORMATION DEEMED RELEVANT BY THE COMMISSIONER IN ASCERTAININGWHETHER
THE PROPOSED CAPTIVE INSURANCE COMPANY WILL BE ABLE TO MEET ITS POLICY
OBLIGATIONS. THECOMMISSIONERISAUTHORIZED TOREFUSE TOISSUEA CERTIFICATE
OF AUTHORITY UNTIL THE COMMISSIONER ISREASONABLY SATISFIED THAT THE PLAN
OF OPERATION CONTAINS SUFFICIENT INDICATION OF A SUCCESSFUL INSURANCE
OPERATION.

INSURANCE COMPANY SHALL PAY TO THEDIVISION OF INSURANCE A NONREFUNDABLE
APPLICATION FEE OF FIVE HUNDRED DOLLARS IN ADDITION TO ANY REASONABLE
EXPENSES TO BE PAID PURSUANT TO SECTION 10-6-120. EACH CAPTIVE INSURANCE
COMPANY SHALL PAY AN ANNUAL LICENSE FEE OF FIVE HUNDRED DOLLARS.

(5) THE PRINCIPAL AND HOME OFFICE OF EVERY CAPTIVE INSURANCE COMPANY
INCORPORATED UNDER THISARTICLE SHALL BE IN THE STATE OF COLORADO. EVERY
CAPTIVE INSURANCE COMPANY SHALL MAINTAIN SUCH BOOKS AND RECORDSIN THIS
STATE AS WILL ENABLE THE FINANCIAL EXAMINATION OF THE COMPANY BY THE
COMMISSIONER.

(6) GROUPCAPTIVEINSURANCE COMPANIESSHALL LIMIT THEIREXPOSURE TOLOSS
ON ANY ONE RISK OR HAZARD TO AN AMOUNT NOT TO EXCEED TEN PERCENT OF
CAPITAL AND SURPLUS, UNLESS SUCH RISK OR HAZARD IS REINSURED THROUGH AN
INSURANCE COMPANY WHICH ISLICENSED OR ACCREDITED IN THISSTATE, OR UNLESS
OTHER SAFEGUARDS TO ITSFINANCIAL SOLVENCY AND STABILITY ARE IN PLACE AND
ARE ACCEPTABLE TO THE COMMISSIONER.

SECTION 6. 10-6-108, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is REPEALED AND REENACTED, WITH AMENDMENTS, to read:

10-6-108. Control of operations. THE BUSINESS OF EACH CAPTIVE INSURANCE
COMPANY SHALL BE MANAGED BY A BOARD OF DIRECTORS OR OTHER GOVERNING
BODY CONSISTING OF NOT LESS THAN THREE PERSONS. THE ORGANIZATIONAL
DOCUMENTSORBYLAWSSHALL PROVIDEFORTHE TERMS, MEETINGS, AND ELECTIONS
OF THE DIRECTORS AND OFFICERS OF THE GOVERNING BODY. NO INDIVIDUAL MAY
SERVE AS A DIRECTOR OR OFFICER WHO HAS BEEN CONVICTED OF FRAUD INVOLVING
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ANY FINANCIAL INSTITUTION OR OF A FELONY INVOLVING MISUSE OF FUNDS.

SECTION 7. 10-6-113, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is amended to read:

10-6- 113 Authorlty to do busmess (1) N&eapﬂvems#anee—eempaﬁy—%

of authorlty ISSUED TOA CAPTIVE INSURANCE COM PANY shall expire on June 30 each
year and shall be renewed annually, UPON PAYMENT OF ALL REQUIRED FEES AND
FILING OF ALL LAWFULLY REQUIRED REPORTS, if the company has continued to
comply with the laws of this state.

appHeaﬂen—faLHeeﬁse WIthInS-Xt-yTHIRTY BU&NEssdaysfromtheday thed|V|S|on
OF INSURANCE receives bet-la—fhe—apphea&eﬂ—aﬁd—fhe—appheabb—fee A COMPLETE

FILING thed|V|S|on shall a

DECISION ON THE APPLICATION.

SECTION 8. 10-6-114, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is amended to read:

10-6-114. Reportsand statements. (1) Every captiveinsurance company doing
business in this state er-erbefere-thefirst-day-of-Marehin-each-year; shall render to
the commissioner areport, signed and sworn to by its chief officers, of its condition

as of Hae—preeeelmg—t-kwﬁ-y—ﬂrst—day—ef—eeeemb& THE END OF EACH FISCAL YEAR
WhICh shaII i

aiay—fuﬁha;detar}s—ef—e)epmdrﬂfes—and BE IN A FORM PRESCRIBED BY THE

COMMISSIONER AND CONTAIN such ether mformatlon whreh AS the comm|SS|oner

REPORT SHALL BE FILED WITHIN SIXTY DAYS FOLLOWING THE COM PANY S FISCAL
YEAREND. THEFISCAL YEARSHALL BE THECALENDARYEARFORALL GROUPCAPTIVE
INSURANCE COMPANIES. THE COMMISSIONER MAY REQUIRE THAT THE ANNUAL
REPORT INCLUDE THE INFORMATION SET FORTH IN THE THEN-CURRENT CONVENTION
BLANK OF THE NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS, INCLUDING
ANY INSTRUCTIONS, PROCEDURES, AND GUIDELINESCONSISTENT WITH THISARTICLE.

(2) The commissioner may prescribe the format and frequency of other reports To
BE FILED, which may include, but shall not be limited to, summary |0oss reports,
quarterlyflnanC|aI statements, and audited ANNUAL financial statements, aspermitted
by-ter AND OTHER PROFESSIONAL REPORTS.
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SECTION 9. 10-6-115, Colorado Revised Statutes, 1987 Repl. Vol., asamended,
is amended to read:

10-6-115. Groundsand procedur efor suspension or revocation of certificate
- review by commissioner. (1) The certificate of authority of a captive insurance
company to do business in this state may be revoked or suspended by the
commissioner for any feasen—speemed—m VIOLATION OF this artlcle INCLUDING
WITHOUT LIMITATION « v

eemmlssreneﬁfeﬁaﬁy—efthefollmmmg feasens—
(a) Insolvency or impairment; as-aefinedn-section16-3-242;

(b) Failureto meet the requirements of section 10-6-116;

(c) Refusal or failureto submit anannual report, asrequired by section 10-6-114,
or any other report required by law or by lawful order of the commissioner;

(d) Failureto comply with the provisions of its own charter, other organizational
documents, er bylaws, OR APPROVED PLAN OF OPERATION, if such failurerendersits
operation hazardous to the public or to its policyholders;

(e) Failureto submit to examination; er-ary-tegal-obtigationretativethereto;

(f) Refusal ORFAILURE topay the cost of examination, REQUIRED PREMIUM TAXES,
OR OTHER PENALTY OR FEE ASSESSED as authorized by law;

(g) Use of methods which, although not otherwise specifically proscribed by law,
nevertheless render its operation hazardous or its condition unsound; with-respeetto

temotorhoders

(h) ReFusaL oRrfailure otherW| seto comply W|th t-heTHISARTICLE ORANY OTHER
laws of this state. i#-s Y

(2) If thecommissioner finds upon examination, hearing, or other evidencethat any
captive insurance company has committed any of the acts specified in subsection (1)
of this section, the commissioner may, AFTER NOTICE AND HEARING IN ACCORDANCE
WITHARTICLE4 OF TITLE 24, CR.S, suspend or revoke such certifi cate of authorlty

ef—appealspursaaﬁt—teseeﬂeﬁ—%ﬂrﬂ:eeeﬂa—eR—s THECOMMISSlONERMAY ISSUE

AN ORDERAPPOINTING A SUPERVISORTOMONITOR THE OPERATIONSOF THECOMPANY

IF THE COMMISSIONER DEEMS IT IN THE BEST INTEREST OF THE PUBLIC OR OF THE
POLICYHOLDERS OF THE COMPANY. THE COMMISSIONER MAY COMMENCE A
DELINQUENCY ACTION PURSUANT TO PART 4 OF ARTICLE 3 OF THIS TITLE OR A
LIQUIDATION ORREHABILITATION ACTION PURSUANT TOPART 5 OF ARTICLE 30OF THIS
TITLE.
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(3) ANY FINAL DECISION OF THE COMMISSIONER ON ANY MATTER PURSUANT TO
THIS SECTION SHALL BE SUBJECT TO JUDICIAL REVIEW BY THE COURT OF APPEALS
PURSUANT TO SECTION 24-4-106 (11), C.R.S.

SECTION 10. 10-6-116, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended to read:

10-6-116. Capital and surplus requirements. (1) No captive insurance
company issued a certificate of authority shall be permitted to do any businessinthis
state unless it tspessessedof-an-actual MAINTAINSTOTAL capital and anraceumutated
surplus of not less than thefeHewing: FIVE HUNDRED THOUSAND DOLLARS.

(1.5) UPON AWRITTEN FINDING BY THE COMMISSIONER THAT THE APPROVED PLAN
OF OPERATION OR THE OPERATIONAL RESULTSOF THE CAPTIVEINSURANCE COMPANY

REQUIREEITHERADDITIONAL CAPITAL ORA LARGERSURPLUSTHAN REQUIRED BY THIS
SECTION, THE COMMISSIONER MAY REQUIRE THAT ADDITIONAL CAPITAL OR SURPLUS,
ORBOTH, BEOBTAINED. ADDITIONAL CAPITAL ORSURPLUSMAY BE TENDERED IN THE
FORM OF AN IRREVOCABLE LETTER OF CREDIT AS SET FORTH IN SUBSECTION (2) OF
THIS SECTION.

- SECURITIES ACCEPTABLE TO THE
COMMISSIONER IN THE AMOUNT OF THREE HUNDRED THOUSAND DOLLARS, OR SUCH
GREATER AMOUNT AS DETERMINED BY THE COMMISSIONER, SHALL BE HELD BY THE
COMMISSIONER OR UNDER THE JOINT CONTROL OF THE COMMISSIONER AND THE
CAPTIVEINSURANCE COMPANY . THE COMMISSIONER SHALL ACCEPT AN IRREVOCABLE
LETTER OF CREDIT, IN A FORM ACCEPTABLE TO THE COMMISSIONER, ISSUED OR
CONFIRMED BY A QUALIFIED UNITED STATES FINANCIAL INSTITUTION AS DEFINED IN
SECTION 10-1-102 (9.5) ON BEHALF OF A CAPTIVE INSURANCE COMPANY IN LIEU OF
SECURITIES. ALL SECURITIES OR LETTERS OF CREDIT JOINTLY HELD SHALL BE THE
SOLE PROPERTY OF SUCH CAPTIVE INSURANCE COMPANY AND SHALL BE FREE AND
CLEAR OF ANY CLAIM OR ENCUMBRANCE.
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(3) ““““ v, e-CommtSSHon “i;“‘
of-al-petieyhotders-wherevertocated: JOINTLY HELD SECURITIES OR LETTERS OF

CREDIT, WHEREVERLOCATED, SHALL BEDEEMED TOBEHELD FORTHEBENEFIT OFALL
CAPTIVE INSURANCE COMPANY POLICYHOLDERS.

(4) THE COMMISSIONER SHALL RELEASE FUNDSHELD UNDER JOINT CONTROL UPON
A SHOWING SATISFACTORY TO THE COMMISSIONER THAT ALL DEBTS, OBLIGATIONS,
AND LIABILITIES OF THE CAPTIVE INSURANCE COMPANY HAVE BEEN PAID AND
DISCHARGED, OR ADEQUATE PROVISIONS FOR PAYMENT AND DISCHARGE HAVE BEEN
MADE THEREFOR, AND THE CAPTIVE INSURANCE COMPANY'S ORIGINAL CERTIFICATE
OF AUTHORITY HAS BEEN RETURNED TO THE COMMISSIONER.

SECTION 11. 10-6-120, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is REPEALED AND REENACTED, WITH AMENDMENTS, to read:

10-6-120. Examinations and investigations. (1) THE COMMISSIONER OR ANY
PERSON SOAUTHORIZED HASTHEAUTHORITY TOEXAMINE THE FINANCIAL CONDITION,
AFFAIRS, AND MANAGEMENT OF ANY APPLICANT OR CAPTIVE INSURANCE COMPANY
OPERATING UNDER THE LAWSOF THISSTATE. FOR SUCH PURPOSE THE COMMISSIONER
SHALL HAVE FREE ACCESS TO ALL THE BOOKS, PAPERS, AND DOCUMENTS RELATING
TO THE BUSINESS OF THE COMPANY, AND THE COMMISSIONER MAY SUMMON
WITNESSESAND ADMINISTER OATHSAND AFFIRMATIONSIN THE EXAMINATION OF THE
DIRECTORS, TRUSTEES, OFFICERS, AGENTS, OR EMPLOY EES OF SUCH COMPANY AND
ANY OTHER PERSON IN RELATION TO ITS AFFAIRS, TRANSACTIONS, AND CONDITIONS.
THEREASONABLECOST OF EXAMINATIONSOF CAPTIVE INSURANCE COMPANIESSHAL L
BE PAID BY THE COMPANY EXAMINED AND SHALL INCLUDE THE EXPENSES OF THE
COMMISSIONER AND THE COMMISSIONER'S ASSISTANTS.

(2) THE COMMISSIONER MAY USE OTHER INDEPENDENT PROFESSIONALS, SUCH AS
QUALIFIED ACTUARIES, RISK MANAGERS, CERTIFIED PUBLIC ACCOUNTANTS, OR
EXAMINERS OF INSURANCE COMPANIES. THE COMMISSIONER MAY ALSO ACCEPT, AS
APART OF THEEXAMINATION, REPORTSOR PORTIONS THEREOF MADE BY THE PERSONS
SPECIFIED IN THIS SUBSECTION (2). ALL REASONABLE EXPENSES AND CHARGES OF
SUCH PERSONS SO RETAINED SHALL BE PAID DIRECTLY BY THE CAPTIVE INSURANCE
COMPANY BEING EXAMINED.

SECTION 12. 10-6-121, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is REPEALED AND REENACTED, WITH AMENDMENTS, to read:

10-6-121. Legal investments. (1) GROUPCAPTIVEINSURANCE COMPANIESSHALL
COMPLY WITH THE INVESTMENT REQUIREMENTS AND LIMITATIONS APPLICABLE TO
OTHER INSURANCE COMPANIES UNDER THE LAWS OF THIS STATE AS DESCRIBED IN
SECTIONS 10-1-102 (1.5), 10-1-102 (9), 10-3-213 T0 10-3-242, AND 10-3-802.

(2) (8) PURE CAPTIVE INSURANCE COMPANIES SHALL NOT BE SUBJECT TO ANY
RESTRICTIONS ON INVESTMENTS WHATSOEVER; EXCEPT THAT THE COMMISSIONER
MAY PROHIBIT OR LIMIT ANY INVESTMENT THAT THREATENS THE SOLVENCY OR
LIQUIDITY OF ANY SUCH COMPANY OR IF SUCH INVESTMENTS ARE NOT MADE IN
ACCORDANCE WITH THE APPROVED PLAN OF OPERATION.

(b) A PURE CAPTIVE INSURANCE COMPANY MAY MAKE LOANS TO ITS PARENT
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COMPANY IF APPROVED WITHIN ITSPLAN OF OPERATIONS.

(3) INLIEU OF A FIDELITY BOND, THE OFFICERS, DIRECTORS, OR MANAGERS OF A
CAPTIVE INSURANCE COMPANY SHALL DEMONSTRATE SUFFICIENT SAFEGUARDS TO
PROTECT THE FUNDS OF THE CAPTIVE INSURANCE COMPANY .

SECTION 13. 10-6-122, Colorado Revised Statutes, 1987 Repl. Val., is
REPEALED AND REENACTED, WITH AMENDMENTS, to read:

10-6-122. Reinsurance. (1) EXCEPT ASOTHERWISE PROVIDED IN SUBSECTION (2)
OF THIS SECTION, ANY CAPTIVE INSURANCE COMPANY AUTHORIZED TO DO BUSINESS
IN THIS STATE MAY TAKE CREDIT FOR RESERVES ON RISKS CEDED TO A REINSURER
PURSUANT TO THE PROVISIONS OF SECTION 10-3-118 AND ANY APPLICABLE
REGULATIONS.

(2) NOTWITHSTANDING THE PROVISIONSOF SUBSECTION (1) OF THISSECTION, ANY
CAPTIVE INSURANCE COMPANY MAY CEDE RISKSTO A REINSURER NOT MEETING THE
STANDARDSOF SAID SUBSECTION (1) AND MAY TAKE RESERVE CREDITSIFTHECAPTIVE
INSURANCE COMPANY RECEIVESPRIORWRITTEN APPROVAL FROM THECOMMISSIONER.

SECTION 14. 10-6-125, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended to read:

10 6- 125 _Filing of rateﬁ (1) A—H—eapﬂvems#anee—eempaﬁres—shw—frbﬁfmg

ef-fee&veelateef—naﬁ—m A GROUP CAPTIVE INSURANCE COM PANY SRATES RATE
CLASSIFICATION SYSTEMS, OR FUNDING LEVELS SHALL BE SUFFICIENT TO FUND
EXPECTED OPERATIONS AND EXPENSES. THE COMMISSIONER MAY REQUIRE THAT A
PURE CAPTIVE INSURANCE COMPANY FILE RATING OR FUNDING DATA IF SUCH PURE

CAPTIVEINSURANCE COMPANY PROVIDESORPLANSTOPROVIDEEMPLOYEEBENEFITS.

INSURANCEAPPLI EDTOAND PAI DBY EMPLOY EESOFA CAPTIVEINSURANCE COMPANY
SHALL NOT BE EXCESSIVE, INADEQUATE, OR UNFAIRLY DISCRIMINATORY.

SECTION 15. 10-6-127, Colorado Revised Statutes, 1987 Repl. Val., isamended
toread:

10-6-127. Guar anty fund cover age- not requir ed. (1) Any provisionof thelaw
to the contrary notwithstanding, no captive insurance company shall be compelled to
joinor contribute financially toany plan, pool, association, or guaranty or insolvency
fundinthis state; nor shall any captiveinsurance company or itsinsured receive any
benefit from such plan, pool, association, or guaranty or insolvency fund for claims
arising out of operations of such captive insurance company.
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(2) ALL POLICY FORMS OR OTHER EVIDENCE OF COVERAGE SHALL CLEARLY
DISCLOSE THAT GUARANTY FUND COVERAGE ISNOT AVAILABLE.

SECTION 16. 10-6-128, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended to read:

10-6-128. Tax on premiumscollected - exemptions- penalties. (1) All captive
i nsurance companies doing busi nessinthis state shall pay to the division of insurance
-& AN ANNUAL tax on the gross amount of all premiums collected, er-centracted-for
LESSPREMIUMSOR PREMIUM CREDITSRETURNED TO POLICYHOLDERS, on palicies or
contracts of insurance covering property or risks in this state and on risks and
property situated in any other state in which the insurer +s-hetteensed-and-pen
whrehﬁe HAS NOT PAID prernl um tax rs—et-l=ie|=wr's;e-|E)areI-eHE)etyab+e—e|um=|g—t-he—yea|=

(2) Thetax imposed by subsection (1) of this section shall be the greater of:

(@) Fivethousand dadllars; or

(b) (1) One-half of one percent of the first twenty-five million dollars, plus
one-quarter of one percent of the next fifty million dollars, plus one-tenth of one
percent of each dollar thereafter of the direct premiums COLLECTED, of the captive
insurance company, ane PLUS:

(I1) One-quarter of one percent of the first twenty million dollars, plus one-tenth
of one percent of each dollar thereafter of assumed reinsurance premiums. er
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Prernlum tax shaII
payable |n connectlon W|th the recel pt of assets in exchange for the assumption of
EXISTING loss reserves and other I|ab|I|t|es eFmethaLm%mdaLeernmeﬁ

(2.5) THEMINIMUM TAX PROVIDED FOR IN PARAGRAPH (&) OF SUBSECTION (2) OF
THIS SECTION SHALL BE DUE AND PAYABLE ON THE FIRST DAY OF MARCH OF EACH
FISCAL YEAR, ACCOMPANIED BY SUCH FORMS AS MAY BE PRESCRIBED BY THE
COMMISSIONER. THE BALANCE OF THE TAX WHEN PAYABLE FOR EACH FISCAL YEAR
SHALL BE PAID ON FORMS PRESCRIBED BY THE COMMISSIONER TOGETHER WITH THE
REPORT REQUIRED UNDER SECTION 10-6-114 (1). THE COMMISSIONER MAY BY RULE
REQUIRE PARTIAL PAYMENTS, TO BE MADE IN QUARTERLY INSTALLMENTS, OF THE
BALANCE OF THE TAX PAYABLE.

(3) Thetaxesprovidedfor inthissection shall constituteall taxes collectible under
the laws of this state against any such captive insurance companies, and no other
occupation tax or other taxes shall belevied or collected from any captiveinsurance
company by the state or any county, city, or townwithin this state, except ad valorem
taxes on real and personal property used in the production of income.
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SECTION 17. Article 6 of title 10, Colorado Revised Statutes, 1987 Repl. Val.,
as amended, isamended BY THE ADDITION OF A NEW SECTION to read:

10-6-128.5. Penalties. (1) THECOMMISSIONERMAY CHARGEA LATE FEE OFUPTO
ONE HUNDRED DOLLARS PER DAY FOR ANY REQUIRED OR REASONABLY REQUESTED
REPORT WHICH IS RECEIVED AFTER THE FILING DEADLINE.

(2) ANY COMPANY FAILING TOPAY TAXESASSPECIFIED IN THISARTICLE SHALL BE
LIABLE TO PAY A PENALTY OF UP TO ONE HUNDRED DOLLARS FOR EACH DAY OF
DELINQUENCY. IFTHETAX PAID ISLESSTHAN THE FULL AMOUNT PRESCRIBED BY THIS
ARTICLE, INTEREST AT THE RATE OF ONE PERCENT PERMONTH OR FRACTION THEREOF
ON THE UNPAID AMOUNT SHALL BE CHARGED FROM THE DATE PAYMENT WAS DUE
UNTIL THEDATEFULL PAYMENT ISRECEIVED, AND A PENALTY OFUPTOTWENTY-FVE
PERCENT OF THE UNPAID AMOUNT MAY BE ASSESSED. THE AMOUNT OF TAXES AND
THE PENALTIES COLLECTED SHALL BE TRANSMITTED TO THE STATE TREASURER AND
CREDITED TO THE GENERAL FUND.

(3) THE ASSESSMENT OF ANY FEE OR PENALTY AGAINST A CAPTIVE INSURANCE
COMPANY SHALL BE SUBJECT TO THE COMPANY'SRIGHT TO REQUEST A HEARING AND
TOJUDICIAL REVIEW BY THE COURT OF APPEALSPURSUANT TOSECTION 24-4-106 (11),
CRS

(4) ANY DIRECTOR, TRUSTEE, OFFICER, AGENT, OR EMPLOYEE OF A CAPTIVE
INSURANCE COMPANY OR ANY OTHER PERSON WHO KNOWINGLY OR WILLFULLY
MAKESANY MATERIALLY FALSE CERTIFICATE, ENTRY, OR MEMORANDUM UPON ANY
OF THE BOOKS OR PAPERS OF ANY CAPTIVE INSURANCE COMPANY OR UPON ANY
STATEMENT FILED OR OFFERED TO BE FILED IN THE DIVISION OF INSURANCE OR USED
IN THE COURSE OF ANY EXAMINATION, INQUIRY, OR INVESTIGATION WITH THE INTENT
TO DECEIVE THE COMMISSIONER OR ANY PERSON APPOINTED BY THE COMMISSIONER
TO MAKE SUCH EXAMINATION COMMITS A CLASS 2 MISDEMEANOR AND SHALL BE
PUNISHED AS PROVIDED IN SECTION 18-1-106, C.R.S.

SECTION 18. 10-6-129, Colorado Revised Statutes, 1987 Repl. Val., as
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amended, is amended to read:

10-6-129. Rules of commissioner. The commissioner may establish and from
time to time amend such reasonabl e rul es ane-regutations as are necessary to enable
the commissioner to carry out the commissioner's duties under this article, including
regutations RULES concerning the establishment and nature of oss reserves.

SECTION 19. 10-6-130, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended to read:

10-6- 130 Lawsappllcable (1) Fheprovisonsofsection-16-3-102(3)-shat-rot

v THE PROVISIONS OF LAW GENERALLY
APPLICABLE TO INSURANCE COMPANIES SHALL NOT APPLY TO CAPTIVE INSURANCE
COMPANIES EXCEPT AS SPECIFICALLY PROVIDED IN THIS ARTICLE AND EXCEPT THAT
CAPTIVEINSURANCE COMPANIESARE SUBJECT TO PARTS3AND 4OF ARTICLE2OF THIS
TITLE AND PARTS 7, 11, AND 12 OF ARTICLE 3 OF THIS TITLE.

HAstrance-compantes: GROUP CAPTIVE INSURANCE COM PANIESARE SUBJECT TOTHE
PROVISIONS OF SECTION 10-3-208 (3), PART 2 OF ARTICLE 1 OF THISTITLE, ARTICLE
2 OF THISTITLE, AND PARTS 8 AND 14 OF ARTICLE 3 OF THISTITLE.

(3) THE MALPRACTICE REPORTING REQUIREMENTS OF SECTIONS 10-1-124 TO
10-1-124.9 SHALL APPLY TO CAPTIVE INSURANCE COMPANIES.

SECTION 20. Repeal. 10-6-104, 10-6-109, 10-6-110, 10-6-111, 10-6-112,
10-6-117, 10-6-118, 10-6-119, 10-6-123, 10-6-124, and 10-6-126, Colorado
Revised Statutes, 1987 Repl. Val., as amended, are repealed.

SECTION 21. Safety clause. The general assembly hereby finds, determines,
and declares that this act is necessary for the immediate preservation of the public
peace, health, and safety.

Approved: April 6, 1994



