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A bill

TO AMEND THE SOUTH CAROLINA CODE OF LAWS BY AMENDING SECTION 38‑90‑10, RELATING TO DEFINITIONS, SO AS TO INCLUDE REFERENCES TO FOREIGN CAPTIVE INSURANCE COMPANIES AND TO ADD TERMS; BY AMENDING SECTION 38‑90‑20, RELATING TO REQUIREMENTS OF CAPTIVE INSURANCE COMPANIES, SO AS TO AMEND MEETING REQUIREMENTS AND OUTLINE COMPONENTS OF A PLAN OF OPERATION; BY AMENDING SECTION 38‑90‑40, RELATING TO CAPITALIZATION REQUIREMENTS, SO AS TO GIVE DISCRETION TO THE DIRECTOR; BY AMENDING SECTION 38‑90‑60, RELATING TO INCORPORATION OPTIONS AND REQUIREMENTS, SO AS TO INCLUDE FOREIGN CAPTIVE INSURANCE COMPANIES; BY AMENDING SECTION 38‑90‑70, RELATING TO REPORTS, SO AS TO CHANGE A DEADLINE AND INCLUDE REFERENCES TO FOREIGN CAPTIVES INSURANCE COMPANIES; BY AMENDING SECTION 38‑90‑75, RELATING TO DISCOUNTING OF LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES, SO AS TO ALLOW A SPONSORED CAPTIVE INSURANCE COMPANY TO FILE ONE ACTUARIAL OPINION; BY AMENDING SECTION 38‑90‑80, RELATING TO INSPECTIONS AND EXAMINATIONS, SO AS TO MAKE THE EXAMINATION OF SOME CAPTIVE INSURANCE COMPANIES OPTIONAL AND TO INCLUDE REFERENCES TO FOREIGN CAPTIVE INSURANCE COMPANIES; BY AMENDING SECTION 38‑90‑140, RELATING TO TAX PAYMENTS, SO AS TO AMEND REQUIRED TAX PAYMENTS FOR A SPONSORED CAPTIVE INSURANCE COMPANY; BY AMENDING SECTION 38‑90‑165, RELATING TO DECLARATION OF INACTIVITY, SO AS TO ALLOW FOR THE SUBMISSION OF A WRITTEN APPROVAL; BY AMENDING SECTION 38‑90‑175, RELATING TO THE CAPTIVE INSURANCE REGULATORY AND SUPERVISION FUND CREATED, SO AS TO INCREASE THE ALLOWED TRANSFER OF COLLECTED TAXES; AND BY AMENDING SECTION 38‑90‑215, RELATING TO PROTECTED CELLS, SO AS TO REMOVE LICENSING REQUIREMENTS.

[bookmark: ew_8c1b91fc6]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_f855a85d1][bookmark: dl_43dccf211]SECTION 1.	Section 38‑90‑10 (1), (6), and (21) of the S.C. Code is amended to read:

[bookmark: cs_T38C90N10_904ec82b1][bookmark: ss_T38C90N10S1_lv1_1fb48a7b1]	(1) “Alien captive insurance company” means an insurance company formed to write insurance business for its parents and affiliates and licensed pursuant to the laws of an alien jurisdiction which imposes statutory or regulatory standards in a form acceptable to the director on companies transacting the business of insurance in such jurisdiction.

[bookmark: ss_T38C90N10S6_lv1_0d20ba924]	(6) “Branch captive insurance company” means an alien captive insurance company licensed by the director to transact the business of insurance in this State through a business unit with a principal place of business in this State.

[bookmark: ss_T38C90N10S21_lv1_5150f97fb]	(21) “Participant” means an entity as defined in Section 38‑90‑240, and any affiliates of that entity, that are insured by a sponsored captive insurance company, where the losses of the participant are limited through a participant contract to the assets of a protected cell.

[bookmark: bs_num_2_2b4c1bf3f][bookmark: dl_a8d1c69a1]SECTION 2.	Section 38‑90‑10 of the S.C. Code is amended by adding:

[bookmark: ns_T38C90N10_0c3f51b16][bookmark: ss_T38C90N10S34_lv1_c94359b5f]	(34) “Alien adversary” means any alien government or nongovernment person determined by the United States Secretary of Commerce to have engaged in a long‑term pattern or serious instances of conduct significantly adverse to the national security of the United States or the security and safety of United States citizens.
[bookmark: ns_T38C90N10_3b9ee8da7][bookmark: ss_T38C90N10S35_lv1_715186785]	(35) “Corporation controlled by an alien adversary” means a legal entity engaged in commerce that:
[bookmark: ss_T38C90N10Sa_lv2_01590189d]		(a) is wholly owned by an alien adversary;
[bookmark: ss_T38C90N10Sb_lv2_36d83a842]		(b) has an alien adversary as a dominant shareholder, directly or indirectly;
[bookmark: ss_T38C90N10Sc_lv2_488ccd916]		(c) is wholly owned by a citizen of an alien adversary; or
[bookmark: ss_T38C90N10Sd_lv2_3943e4138]		(d) has one or a number of citizens of an alien adversary whose cumulative ownership is as a dominant shareholder.
[bookmark: ns_T38C90N10_3a314af8d][bookmark: ss_T38C90N10S36_lv1_e6502d3be]	(36) “Dominant shareholder” means the single owner of ten percent or more of a legal entity engaged in commerce’s stock, securities, or other indicia of ownership; or multiple owners of twenty percent or more of a legal entity engaged in commerce’s stock, securities, or other indicia of ownership.

[bookmark: bs_num_3_5e046c50b][bookmark: dl_c6cfe1522]SECTION 3.	Section 38‑90‑20 of the S.C. Code is amended to read:

[bookmark: cs_T38C90N20_30975716c][bookmark: ss_T38C90N20SA_lv1_aba74e5fa]	Section 38‑90‑20.	(A) A captive insurance company, when permitted by its articles of incorporation, articles of organization, operating agreement, or charter, may apply to the director for a license to provide any and all insurance, except workers’ compensation insurance written on a direct basis, authorized by this title; however:
[bookmark: ss_T38C90N20S1_lv2_6220319bf]		(1) a pure captive insurance company may not insure any risks other than those of its parent, affiliated companies, controlled unaffiliated business, risks assumed from a risk pool for the purpose of risk sharing, or a combination of them;
[bookmark: ss_T38C90N20S2_lv2_a84ed7fae]		(2) an association captive insurance company may not insure any risks other than those of the member organizations of its association and their affiliated companies;
[bookmark: ss_T38C90N20S3_lv2_06ab02adf]		(3) an industrial insured captive insurance company may not insure any risks other than those of the industrial insureds that comprise the industrial insured group and their affiliated companies;
[bookmark: ss_T38C90N20S4_lv2_6c59a2140]		(4) a special purpose captive insurance company may provide insurance or reinsurance, or both, for risks as approved by the director;
[bookmark: ss_T38C90N20S5_lv2_c46bbee3a]		(5) a captive insurance company may not provide personal motor vehicle or homeowner’s insurance coverage written on a direct basis;
[bookmark: ss_T38C90N20S6_lv2_0035ebd91]		(6) a captive insurance company may not accept or cede reinsurance except as provided in Section 38‑90‑110.
[bookmark: ss_T38C90N20SB_lv1_90235e5e6]	(B) To conduct insurance business in this State a captive insurance company shall:
[bookmark: ss_T38C90N20S1_lv2_ba2e777e0]		(1) obtain from the director a license authorizing it to conduct insurance business in this State;
[bookmark: ss_T38C90N20S2_lv2_42c7bdeba]		(2) beginning the year immediately following the issuance of its license, annually hold at least one board of director’s meeting, or in the case of a reciprocal insurer, a subscriber’s advisory committee meeting, or in the case of a limited liability company a meeting of the managing board, at which a majority of the directors are quorum is physically present in this State, provided that at least two board members or subscriber advisory committee members, as applicable, must be physically present in this State;
[bookmark: ss_T38C90N20S3_lv2_4119c1a39]		(3) maintain its principal place of business in this State, or in the case of a branch captive insurance company, maintain the principal place of business for its branch operations in this State; and
[bookmark: ss_T38C90N20S4_lv2_e46d51299]		(4) appoint a resident registered agent to accept service of process and to otherwise act on its behalf in this State. In the case of a captive insurance company:
[bookmark: ss_T38C90N20Sa_lv3_c9738a64d]			(a) formed as a corporation, a nonprofit corporation, or a limited liability company, whenever the registered agent cannot with reasonable diligence be found at the registered office of the captive insurance company, the director must be an agent of the captive insurance company upon whom any process, notice, or demand may be served;
[bookmark: ss_T38C90N20Sb_lv3_0563ca1fb]			(b) formed as a reciprocal insurer, whenever the registered agent cannot with reasonable diligence be found at the registered office of the captive insurance company, the director must be an agent of the captive insurance company upon whom any process, notice, or demand may be served.
[bookmark: ss_T38C90N20SC_lv1_40a85d8f1][bookmark: ss_T38C90N20S1_lv2_b1be21bcc]	(C)(1) Before receiving a license, a captive insurance company:
[bookmark: ss_T38C90N20Sa_lv3_5a86a13f1]			(a) formed as a corporation or a nonprofit corporation, shall file with the director a certified copy of its articles of incorporation and bylaws, a statement under oath of its president and secretary showing its financial condition, and any other statements or documents required by the director;
[bookmark: ss_T38C90N20Sb_lv3_b77c5d841]			(b) formed as a limited liability company, shall file with the director a certified copy of its articles of organization and operating agreement, a statement under oath by its managers showing its financial condition, and any other statements or documents required by the director;
[bookmark: ss_T38C90N20Sc_lv3_cbb871d89]			(c) formed as a reciprocal shall:
[bookmark: ss_T38C90N20Si_lv4_44c8b537c]				(i) file with the director a certified copy of the power of attorney of its attorney‑in‑fact, a certified copy of its subscribers’ agreement, a statement under oath of its attorney‑in‑fact showing its financial condition, and any other statements or documents required by the director; and
[bookmark: ss_T38C90N20Sii_lv4_64f07f871]				(ii) submit to the director for approval a description of the coverages, deductibles, coverage limits, and rates and any other information the director may reasonably require. If there is a subsequent material change in an item in the description, the reciprocal captive insurance company shall submit to the director for approval an appropriate revision and may not offer any additional kinds of insurance until a revision of the description is approved by the director. The reciprocal captive insurance company shall inform the director of any material change in rates within thirty days of the adoption of the change.
[bookmark: ss_T38C90N20S2_lv5_ac6b54583]		(2) In addition to the information required by item (1), an applicant captive insurance company shall file with the director evidence of:
[bookmark: ss_T38C90N20Sa_lv6_cfa56c873]			(a) the amount and liquidity of its assets relative to the risks to be assumed;
[bookmark: ss_T38C90N20Sb_lv6_c7458c83c]			(b) the adequacy of the expertise, experience, and character of the person or persons who will manage it;
[bookmark: ss_T38C90N20Sc_lv6_b3e15245f]			(c) the overall soundness of its plan of operation;
[bookmark: ss_T38C90N20Sd_lv6_1982a5b09]			(d) the adequacy of the loss prevention programs of its parent, member organizations, or industrial insureds as applicable; and
[bookmark: ss_T38C90N20Se_lv6_5210b0d7a]			(e) such other factors considered relevant by the director in ascertaining whether the proposed captive insurance company will be able to meet its policy obligations.
[bookmark: ss_T38C90N20S3_lv5_b98827379]		(3) In addition to the information required by items (1) and (2) an applicant sponsored captive insurance company shall file with the director:
[bookmark: ss_T38C90N20Sa_lv6_d8ace575c]			(a) a business plan demonstrating how the applicant will account for the loss and expense experience of each protected cell at a level of detail found to be sufficient by the director, and how it will report the experience to the director;
[bookmark: ss_T38C90N20Sb_lv6_a964817e1]			(b) all contracts or sample contracts between the sponsored captive insurance company and any participants; and
[bookmark: ss_T38C90N20Sc_lv6_9923173c6]			(c) a statement that expenses will be allocated to each protected cell in an equitable manner.
[bookmark: ss_T38C90N20S4_lv5_1c5da9558]		(4) Information submitted pursuant to this section is confidential as provided in Section 38‑90‑35 except that information is discoverable by a party in a civil action or contested case to which the captive insurance company that submitted the information is a party, upon a specific finding by the court that:
[bookmark: ss_T38C90N20Sa_lv6_c84f84524]			(a) the captive is a necessary party to the action and not joined only for the purposes of evading the confidentiality provisions of this chapter;
[bookmark: ss_T38C90N20Sb_lv6_cb0324ade]			(b) the information sought is relevant, material to, and necessary for the prosecution or defense of the claim asserted in litigation; and
[bookmark: ss_T38C90N20Sc_lv6_0f256455c]			(c) the information sought is not available through another source.
[bookmark: ss_T38C90N20SD_lv1_d5b6fee70][bookmark: ss_T38C90N20S1_lv2_4133a0c02]	(D)(1) A captive insurance company shall pay to the department a nonrefundable fee of two hundred dollars for processing its application for license. In addition, the director may retain legal, financial, and examination services from outside the department to examine and investigate the application, the reasonable cost of which may be charged against the applicant in an amount that is determined to be appropriate by the director given the nature, scale, and complexity of the application being investigated.
[bookmark: ss_T38C90N20S2_lv2_b36b0a13a]		(2) Section 38‑13‑60 applies to examinations, investigations, and processing conducted pursuant to the authority of this section.
[bookmark: ss_T38C90N20S3_lv2_ade85d6f8]		(3) In addition, a captive insurance company shall pay a license fee for the year of registration of three hundred dollars and an annual renewal fee of five hundred dollars.
		(4) The department may charge a fifteen‑dollar fee for any document requiring certification of authenticity or the signature of the director.
[bookmark: ss_T38C90N20SE_lv1_9a2694d0b]	(E) If the director is satisfied that the documents and statements filed by the captive insurance company comply with the provisions of this chapter, the director may grant a license authorizing the company to do insurance business in this State until March first at which time the license may be renewed.
[bookmark: ss_T38C90N20SF_lv1_64ae65c54]	(F) A foreign or alien captive insurance company, upon approval of the director, may become a domestic captive insurance company by complying with all of the requirements of law relative to the organization and licensing of a domestic captive insurance company of the same or equivalent type in this State and by filing with the Secretary of State its articles of association, charter, or other organizational document, together with appropriate amendments to them adopted in accordance with the laws of this State bringing those articles of association, charter, or other organizational document into compliance with the laws of this State. After this is accomplished, the captive insurance company is entitled to the necessary or appropriate certificates and licenses to continue transacting business in this State and is subject to the authority and jurisdiction of this State. In connection with this redomestication, the director may waive any requirements for public hearings. It is not necessary for a company redomesticating into this State to merge, consolidate, transfer assets, or otherwise engage in any other reorganization, other than as specified in this section.
[bookmark: ss_T38C90N20SG_lv1_08a0a9795][bookmark: ss_T38C90N20S1_lv2_adda4a4f2]	(G)(1) A captive insurance company and any protected cell, upon approval of the director, may include within its plan of operation that it will:
[bookmark: ss_T38C90N20Sa_lv3_ebdc12b71]			(a) receive payments of premium in a specified non‑U.S. currency and pay claims on insured losses in a specified non‑U.S. currency;
[bookmark: ss_T38C90N20Sb_lv3_284184cf9]			(b) authorize the payment of claims in a specified non‑U.S. currency; and
[bookmark: ss_T38C90N20Sc_lv3_4023b793e]			(c) hold a specified non‑U.S. currency as capital, surplus, or net assets, or any combination thereof.
[bookmark: ss_T38C90N20Sd_lv3_472da7b5f]			(d) The non‑U.S. currency may only be the currency of the country in which the owner of insured of the captive insurance company or protected cell is located and may not be the currency of an alien adversary.
[bookmark: ss_T38C90N20S2_lv2_626751e80]		(2) Notwithstanding the foregoing, all amounts paid to the department pursuant to this chapter must be paid in United State currency, and all reports and other information required to be submitted to the department pursuant to this chapter must be converted to United States currency, based on exchange rates as may be approved by the department.
[bookmark: ss_T38C90N20S3_lv2_ff340fa78]		(3) In determining the exchange rate between United States currency and the non‑U.S. currency, the captive insurance company must use the applicable exchange rate as published by the United States Department of the Treasury as of the applicable date of conversion.
[bookmark: ss_T38C90N20S4_lv2_d3ea6fa53]		(4) For the purposes of calculating the amount of premium tax due under this chapter, a policy issued by a captive insurance company payable in non‑U.S. currency is deemed to be of an equivalent value in United States currency based on the conversion date as may be approved by the department and is payable in United States currency when due.

[bookmark: bs_num_4_f2a3467bc][bookmark: dl_2d973608e]SECTION 4.	Section 38‑90‑40(A)(1)(d) of the S.C. Code is amended to read:

[bookmark: ss_T38C90N40Sd_lv1_b74ac21c3][bookmark: cs_T38C90N40_2b16a477b]			(d) in the case of a sponsored captive insurance company, not less than two hundred fifty thousand dollars an amount determined by the director after giving due consideration to the company’s business plan, feasibility study, and pro formas, including the nature, scale, and complexity of the risks to be insured;

[bookmark: bs_num_5_5755df37b][bookmark: dl_3d0183c7a]SECTION 5.	Section 38‑90‑60(C) of the S.C. Code is amended to read:

[bookmark: cs_T38C90N60_7392934f3][bookmark: ss_T38C90N60SC_lv1_fcd242c0b]	(C) In the case of a captive insurance company licensed as a branch captive insurance company, the alien or foreign captive insurance company must register to do business in this State after the certificate of authority has been issued.

[bookmark: bs_num_6_3686a49b5][bookmark: dl_9a591e665]SECTION 6.	Section 38‑90‑70 of the S.C. Code is amended to read:

[bookmark: cs_T38C90N70_8a91b711c][bookmark: ss_T38C90N70SA_lv1_77187b801]	Section 38‑90‑70.	(A) A captive insurance company may not be required to make an annual report except as provided in this chapter. The director has the authority to waive or grant an extension to the requirements of this section.
[bookmark: ss_T38C90N70SB_lv1_96184aaf2][bookmark: ss_T38C90N70S1_lv2_c8b928128]	(B)(1) A captive insurance company shall submit annually to the director a report of its financial condition, verified by oath of two of its executive officers. The report must be submitted no later than March first for risk retention groups and no later than July first for all other captive insurance companies.
[bookmark: ss_T38C90N70S2_lv2_dafcaf33a]		(2) A captive insurance company, other than a risk retention group, may make a written application to file the annual report on a fiscal year end that is consistent with the parent company’s fiscal year end. If an alternative date is granted, the:
[bookmark: ss_T38C90N70Sa_lv3_7322b1ea4]			(a) income statement and premium schedule of the annual report must be filed before March first of each year for each calendar year‑end, verified by oath of two of its executive officers; and
[bookmark: ss_T38C90N70Sb_lv3_053b5be2a]			(b) entire annual report must be filed no more than sixty one hundred eighty days after the fiscal year end, except as otherwise approved by the director.
[bookmark: ss_T38C90N70SC_lv1_6645f2443]	(C) In addition to the annual report, a branch captive insurance company shall file with the director a copy of all reports and statements required to be filed under the laws of the jurisdiction in which the alien or foreign captive insurance company is formed, verified by oath of two of its executive officers. The reports and statements of the alien or foreign captive insurance company must be submitted within sixtyone hundred eighty days after the fiscal year end of the alien or foreign captive insurance company except as otherwise approved by the director. If the director finds that the reports and statements filed by the alien or foreign captive insurance company in its domiciliary jurisdiction provides adequate information concerning the financial condition of the alien or foreign captive insurance company to satisfy the laws of this State, the director may waive the requirement for completion of the Captive Annual Report for business written in the alien or foreign jurisdiction.
[bookmark: ss_T38C90N70SD_lv1_07fa8bf4d]	(D) Except as provided in Section 38‑90‑40, a captive insurance company shall report using generally accepted accounting principles, unless the director approves the use of statutory accounting principles, with useful or necessary modifications or adaptations required or approved or accepted by the director for the type of insurance and kinds of insurers to be reported upon, and as supplemented by additional information required by the director. Except as otherwise provided, an association captive insurance company, an industrial insured group, and a risk retention group shall file its report in the form and manner required by Section 38‑13‑80, and each industrial insured group and each risk retention group shall comply with the requirements provided for in Section 38‑13‑85. The director by regulation shall prescribe the forms in which pure captive insurance companies and industrial insured all other captive insurance companies shall report. Information submitted pursuant to this section is confidential as provided in Section 38‑90‑35, except for reports submitted by a risk retention group.

[bookmark: bs_num_7_07c518072][bookmark: dl_823843752]SECTION 7.	Section 38‑90‑75 of the S.C. Code is amended by adding:

[bookmark: ns_T38C90N75_d7316122c][bookmark: ss_T38C90N75SD_lv1_e24a193de]	(D) The director may allow a sponsored captive insurance company to file one actuarial opinion pursuant to this section on a consolidated basis covering the sponsored captive insurance company and its unincorporated protected cells and incorporated protected cells.

[bookmark: bs_num_8_d228d397d][bookmark: dl_e7c404cf5]SECTION 8.	Section 38‑90‑80 of the S.C. Code is amended to read:

[bookmark: cs_T38C90N80_eb4be39d2][bookmark: ss_T38C90N80SA_lv1_e4f410f7e]	Section 38‑90‑80.	(A)(1) At least once every five years, and whenever the director determines it to be prudent, the director personally, or by a competent person appointed by the director, shall thoroughly inspect and examine each risk retention group or industrial insured insurance company to ascertain its financial condition, its ability to fulfill its obligations, and whether it has complied with this chapter. The director, at his discretion, may physically visit the risk retention group or industrial insured insurance company. The expenses and charges of the examination must be paid to the State by the company or companies examined and the department shall issue its warrants for the proper charges incurred in all examinations.
[bookmark: ss_T38C90N80S2_lv2_4a41586d9]		(2) A captive insurance company that is not a risk retention group or industrial insured captive insurance company must may be examined three years following the date of licensure and at the discretion of the director thereafter.
[bookmark: ss_T38C90N80SB_lv1_b75808e82]	(B) All examination reports, preliminary examination reports or results, working papers, recorded information, documents and copies of documents produced by, obtained by, or disclosed to the director or any other person in the course of an examination made under this section are confidential and are not subject to subpoena and may not be made public by the director or an employee or agent of the director without the prior written consent of the company, except to the extent provided in this subsection.
[bookmark: ss_T38C90N80S1_lv2_9479bd7ef]		(1) Nothing in this subsection prevents the director from using this information in furtherance of the director’s regulatory authority under this title.
[bookmark: ss_T38C90N80S2_lv2_162692463]		(2) The director may grant access to this information to public officers having jurisdiction over the regulation of insurance in any other state or country, or to law enforcement officers of this State or any other state or country or agency of the federal government at any time, so long as the officers receiving the information agree in writing to hold it in a manner consistent with this section.
[bookmark: ss_T38C90N80S3_lv2_b7b6743e0]		(3) The confidentiality provisions of this subsection do not extend to final reports produced by the director in inspecting or examining a risk retention group. In addition, nothing contained in this subsection limits the authority of the director to use and, if appropriate, make public a preliminary examination report, examiner or insurer work papers or other documents, or other information discovered or developed during the course of an examination in the furtherance of a legal or regulatory action which the director considers appropriate.
[bookmark: ss_T38C90N80SC_lv1_2d70caa11]	(C) This section applies to all business written by a captive insurance company;  however, the examination for a branch captive insurance company must be of branch business and branch operations only, as long as the alien or foreign captive insurance company provides annually to the director, a certificate of compliance, or its equivalent, issued by or filed with the licensing authority of the jurisdiction in which the alien or foreign captive insurance company is formed and demonstrates to the director’s satisfaction that it is operating in sound financial condition in accordance with all applicable laws and regulations of that jurisdiction.
[bookmark: ss_T38C90N80SD_lv1_5baabeb00]	(D) To the extent that the provisions of Chapter 13 do not contradict the provisions of this section, Chapter 13 applies to captive insurance companies licensed under this chapter.

[bookmark: bs_num_9_94586f78b][bookmark: dl_faa17325f]SECTION 9.	Section 38‑90‑140(H) of the S.C. Code is amended to read:

[bookmark: cs_T38C90N140_12ee411e1][bookmark: ss_T38C90N140SH_lv1_7a4878186]	(H) In the case of a sponsored captive insurance company, with respect to any:
		(1) unincorporated protected cells, the aggregate taxes to be paid as calculated under subsections (A) and (B) must be calculated and paid on a consolidated basis;
		(2) incorporated protected cells that are affiliates of the sponsor, the aggregate taxes to be paid as calculated under subsections (A) and (B) must be calculated and paid on a consolidated basis;  and
[bookmark: up_ecacb54ae]		(3) incorporated protected cells that are not affiliates of the sponsor, the aggregate taxes to be paid as calculated under subsections (A) and (B) shall apply to each incorporated protected cell the aggregate taxes to be paid with respect to the sponsored captive insurance company and its unincorporated protected cells and incorporated protected cells, as calculated under subsections (A) and (B), must be calculated and paid on a consolidated basis as one captive insurance company.

[bookmark: bs_num_10_b542557d3][bookmark: dl_a3ced8eee]SECTION 10.	Section 38‑90‑165 of the S.C. Code is amended to read:

[bookmark: cs_T38C90N165_bd3d58acd][bookmark: ss_T38C90N165SA_lv1_7760f4964]	Section 38‑90‑165.	(A) The director may declare inactive by orderwritten approval a captive insurance company other than a risk retention group or association captive if such captive insurance company has no outstanding insurance liabilities and agrees to cease providing insurance coverage.
[bookmark: ss_T38C90N165SB_lv1_de77ba916]	(B) During the period the captive insurance company is inactive, the director may by written approval:
[bookmark: ss_T38C90N165S1_lv2_c62bb6d76]		(1) reduce the minimum free and unimpaired paid‑in capital or surplus, or combination thereof, to no less than twenty‑five thousand dollars;
[bookmark: ss_T38C90N165S2_lv2_13cf01d34]		(2) modify the minimum premium tax applicable to the captive insurance company to an amount no less than two thousand dollars and the captive insurance company shall pay no other premium taxes; and
[bookmark: ss_T38C90N165S3_lv2_997c5aa8f]		(3) exempt the captive insurance company from the requirement to file such reports as set forth in the orderwritten approval.

[bookmark: bs_num_11_1cc92590a][bookmark: dl_e24a6775a]SECTION 11.	Section 38‑90‑175(A) of the S.C. Code is amended to read:

[bookmark: cs_T38C90N175_a0fc58974][bookmark: ss_T38C90N175SA_lv1_f565df1ce]	(A) There is created a fund to be known as the “Captive Insurance Regulatory and Supervision Fund” for the purpose of providing the financial means for the director to administer Chapter 87 and Chapter 90 of this title and for reasonable expenses incurred in promoting the captive insurance industry in the State. The transfer of twenty forty percent of the taxes collected by the department pursuant to Chapter 90 of this title, and all fees and assessments received by the department pursuant to the administration of this chapter must be credited to this fund. All fees received by the department from reinsurers who assume risk only from captive insurance companies, must be deposited into the Captive Insurance Regulatory and Supervision Fund. All fines and administrative penalties must be deposited directly into the South Carolina general fund.

[bookmark: bs_num_12_aaaaa5ed9][bookmark: dl_c36f44fff]SECTION 12.	Section 38‑90‑215(B)(2) and (C)(2) of the S.C. Code is amended to read:

[bookmark: cs_T38C90N215_15087ffd2][bookmark: ss_T38C90N215S2_lv1_2cb415536]		(2) An unincorporated protected cell must meet have the free and unimpaired paid‑in capital and surplus requirements applicable in an amount determined by the director after giving due consideration to a special purpose captive insurance company the protected cell’s business plan, feasibility study, and pro formas, including the nature, scale, and complexity of the risks to be insured, and either:
[bookmark: ss_T38C90N215Sa_lv2_2d25fed8b]			(a) establish loss and loss expense reserves for business written through the unincorporated protected cell;  or
[bookmark: ss_T38C90N215Sb_lv2_ec71c817d]			(b) the business written through the unincorporated protected cell must be:
[bookmark: ss_T38C90N215Si_lv3_1feb1ab82]				(i) fronted by an insurance company licensed pursuant to the laws of:
[bookmark: ss_T38C90N215SA_lv4_e4512ddd6]					(A) any state;  or
[bookmark: ss_T38C90N215SB_lv4_68f635097]					(B) any jurisdiction if the insurance company is a wholly owned subsidiary of an insurance company licensed pursuant to the laws of any state;
[bookmark: ss_T38C90N215Sii_lv3_327659fd4]				(ii) reinsured by a reinsurer authorized or approved by this State;  or
[bookmark: ss_T38C90N215Siii_lv3_d2a8ffe2b]				(iii) secured by a trust fund in the United States for the benefit of policyholders and claimants funded by an irrevocable letter of credit or other asset acceptable to the director. The amount of security provided by the trust fund may not be less than the reserves associated with those liabilities, including reserves for losses, allocated loss adjustment expenses, incurred but unreported losses, and unearned premiums for business written through the participant’s protected cell. The director may require the sponsored captive to increase the funding of a trust established pursuant to this item. If the form of security in the trust is a letter of credit, the letter of credit must be established, issued, or confirmed by a bank chartered in this State, a member of the federal reserve system, or a bank chartered by another state if that state‑chartered bank is acceptable to the director. A trust and trust instrument maintained pursuant to this item must be in a form and upon terms approved by the director.

[bookmark: ss_T38C90N215SC_lv1_d3fbd52bb][bookmark: ss_T38C90N215S2_lv4_f72127d1d]		(2) Except as specifically set forth in this chapter, each incorporated protected cell of a sponsored captive insurance company shall be licensed and treated as a special purpose captive insurance company have free and unimpaired paid‑in capital and surplus in an amount determined by the director after giving due consideration to the protected cell’s business plan, feasibility study, and pro formas, including the nature, scale, and complexity of the risks to be insured.

[bookmark: bs_num_13_lastsection][bookmark: eff_date_section]SECTION 13.	This act takes effect upon approval by the Governor.
‑‑‑‑XX‑‑‑‑
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