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733.010 Assets allowed. In any determi-
nation of the financial condition of an insurer,
there shall be allowed as assets only such
assets as are owned by the insurer and which
consist of :

(1) Cash in the possession or control of
the insurer, including the true balance of any
deposit in a solvent bank or trust company.

(2) Investments held in accordance with
the Insurance Code, and due or accrued in-
come items in connection therewith to the ex-
tent considered by the commissioner to be
collectible.

(3) Premium notes, policy loans, liens
and other like policy assets on life insurance
policies and accrued interest thereon, in an
amount not exceeding the loan value of the
policy.

(4) Due premiums, deferred premiums,
instalment premiums, and written obligations
taken for premiums, to the extent allowed by
the commissioner.

(5) The amount recoverable from a rein-
surer which'is approved or accepted under
ORS 731.508 on ceded reinsurance, and
amounts receivable on assumed reinsurance
representing funds withheld by a solvent ced-
ing insurer under a reinsurance treaty.

(6) Deposits or equities recoverable from
underwriting associations, syndicates and
reinsurance funds, or from any suspended
banking institution, to the extent deemed
by the commissioner to be available for the
payment of losses and claims,

(7) The unaccrued portion of taxes paid
prior to the due date on real property.

(8) The pro rata unexpired portions of
any certificates issued pursuant to ORS
735.125.

(9) Other assets considered by the com-
missioner to be available for the payment of
losses and claims, at values determined by
him,

[1967 ¢.359 §208; 1971 c.321 §18]

733.020 Assets not allowed. In addition
to assets impliedly excluded by ORS 733.010,
the following expressly shall not be allowed
as assets in any determination of the finan-
cial condition of an insurer:

(1) Good will, trade names and other
like intangible assets,

(2) Advances to officers, other than pol-
icy loans, whether secured or not, and ad-
vances to employes, agents and other per-
sons on personal security only.
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(3) Stock of such insurer owned by it,
or any material equity therein or loans se-
cured thereby, or any material proportionate
interest in such stock acquired or held
through the ownership by such insurer of an
interest in another firm, corporation or busi-
ness unit,

(4) Tangible personal property, except
such property as the insurer is otherwise
permitted to acquire and retain as an invest-
ment under the Insurance Code and which is
deemed by the commissioner to be available
for the payment of losses and claims or
which is otherwise expressly allowable, in
whole or in part, as an asset.

(5) The amount, if any, by which the
book value of any investment as carried in
the ledger assets of the insurer exceeds the
value thereof as determined under the Insur- *

ance Code.
[1967 ¢.359 §209]

733.030 Liabilities in genmeral. In any
determination of the financial condition of
an insurer, liabilities to be charged against
its assets shall be caleulated in accordance
with the Insurance Code and shall include:

(1) The amount necessary to pay all of
its unpaid losses and claims incurred on or
prior to the date of the statement, whether
reported or unreported to the insurer, to-
gether with the expenses of adjustment or
settlement thereof.

(2) For insurance other than specified in
subsections (3) and (4) of this section, the
amount of reserves equal to the unearned
portions of the gross premiums charged on
policies in force, calculated in accordance
with the Insurance Code.

(3) For life insurance policies:

(2) Reserves on life insurance benefits,
valued according to the tables of mortality,
rates of interest, and valuation methods ap-
plicable thereto which are adopted pursuant
to the insurance code,

(b) Reserves for disability benefits for
both active and disabled lives.

(c) Reserves for accidental death bene-
fits.

(d) Any additional reserves considered
to be necessary by the commissioner.

(4) For health insurance policies, the
amount of reserves required pursuant to
ORS 733.080.

(5) Taxes, expenses and other obliga-
tions due or accrued at the date of the state-
ment. .
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(6) Any additional reserves for asset val-
uation contingencies or loss contingencies
required by the Insurance Code or consid-
ered to be necessary by the commissioner for
the protection of policyholders and stock-

holders of the insurer,
[1967 ¢.359 §210]

733.040 Reinsurance credit. The com-
missioner shall disallow as credit against the
liabilities of a ceding insurer any reinsur-
ance with an insurer not approved or ac-

cepted under ORS 731.508.
[1967 c.359 §211]

733.050 Increase of inadequate reserves.
If the commissioner determines that an in-
surer's reserves, however calculated or esti-
mated, are inadequate, he shall require the
insurer to maintain reserves in such addi-
tional amount as is needed to make them

adequate.
[1967 c.359 §212]

783.060 Unearned premium reserve, (1)
Every insurer shall maintain an unearned
premium reserve on all policies in force.

(2) The commissioner may require that
such reserves shall be equal to the unearned
portions of the gross premiums in force as
calculated pro rata on each respective risk
from the policy’s date of issue. In the ab-
sence of such requirement, the unearned pre-
mium reserve shall be equal to the pro rata
unearned portions of the gross premiums in
force as calculated by an approximation
method approved by the commissioner. After
adopting a method of computing such re-
serves, an insurer shall not change methods
without approval of the insurance super-
visory official of the insurer’s domicile.

(3) This section does not apply to:

(a) Marine and transportation insurance
on trip risks not terminated.

(b) Health insurance.

(¢) Title insurance,

(d) Life insurance,
[1967 c.359 §213)

783.070 TUnearned premium reserve for
marine and transportation insurance trip
risks. As to marine and transportation in-
surance, the entire amount of premiums on
trip risks not terminated shall be deemed un-
earned. The commissioner may require the
insurer to carry a reserve equal to 100 per-
cent of premiums on trip risks written dur-
ing the month ended as of the date of state-

ment.
[1967 c.359 §214]
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733.080 Reserves for health insurance.
For all health insurance policies the insurer
shall maintain reserves which place a sound
value on its liabilities under such policies and
which are not less than the reserves accord-
ing to appropriate standards set forth in
rules issued by the commissioner. Except for
policies of credit health insurance, such re-
serves for nondisabled lives shall not be less
in the aggregate than the pro rata gross un-
earned premiums for such policies calculated

in accordance with ORS 733.060.
[1967 ¢.359 §215; 1971 ¢.231 §18]

733.090 Unearned premium reserve and
fund for title insurance. (1) Each title in-
surer shall maintain a reserve for unearned
premiums on its policies in force, which
shall be charged as a liability in any determi-
nation of its financial condition. Such un-
earned premium liability shall be separate
from and in addition to the insurer’s liability
for incurred but unpaid losses and loss ex-
penses.

(2) The amount of the unearned pre-
mium reserve shall be determined as follows:

(a) For each domestic title insurer, the
reserve shall equal three percent of all gross
premiums on title insurance policies issued
by it during the preceding 15 years.

(b) For each foreign or alien title in-
surer, the reserve relating to its policies
insuring titles to real property in this state
shall equal three percent of all gross pre-
miums on such policies issued by it during
the preceding 15 years. The portion of the
unearned premium reserve of a foreign in-
surer relating to its policies insuring real
property located elsewhere shall be as pre-
scribed or permitted by the laws of the in-
surer’'s domicile, unless found by the com-
missioner to be inadequate for the reason-
able protection of the insurer’s policyholders
in this state. In the event of such a finding,
the insurer shall maintain unearned premium
reserves upon such business thereafter writ-
ten in an amount not less than the reserves
required on its business in this state.

(3) A separate and distinct fund, known
as the Title Insurance Unearned Premium
Reserve Fund, shall be maintained by each
title insurer in its treasury, as additional se-
curity to holders of its title insurance poli-
cies. The amount of the fund shall at least
equal the amount of the unearned premium
reserve liability determined in accordance
with subsection (2) of this section. This fund
shall be in addition to the insurer’s deposit
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with the State Treasurer and deposits re-
quired to be maintained with officials of
other jurisdictions. The fund, to the extent
of the unearned premium reserve on business
in this state, shall be invested as provided
for funds of a domestic insurer, except that
ORS 733.630, 733.670 and 733.690 shall not
be applicable to investment of the fund. The
remainder of the fund may be similarly in-
vested, or may be invested as permitted by
the laws of the insurer’s domicile. The in-
surer shall keep a separate record of the
cash and investments of the fund, giving
complete identification of the assets belong-
ing to the fund and showing full particulars
as to withdrawals and additions. No title in-
surance policies shall be issued by an insurer
during a period when its unearned premium

reserve fund is below the required amount.
[1967 ¢.359 §216]

783.100 Contingency reserve liability
for mortgage insurance. A mortgage insurer
shall establish a contingency reserve liability
for the protection of policyholders against
the effect of adverse economic cycles. The
contingency reserve shall be maintained out
of net premiums received (gross premiums
less premiums returned to policyholders)
less the unearned premium reserve appli-
cable thereto. The amount of the contin-
gency reserve shall equal 50 percent of all
such net earned premiums on policies of
mortgage insurance issued by the insurer

during the preceding 10 years.
[1967 ¢.359 §217; 1969 ¢.692 §7]

733.110 Reserves on life insurance and
annuity policies, in general, (1) The com-
missioner shall annually value, or cause to
be valued, the reserve liabilities, hereinafter
called reserves, for all outstanding life insur-
ance policies of every insurer doing business
in this state. He may certify the amount of
any such reserves, specifying the mortality
table or tables, rate or rates of interest, and
methods (net level premium method or oth-
ers) used in the calculation of such reserves.
In the case of an alien insurer, such valua-
tion shall be limited to its United States
business.

(2) In calculating such reserves, the
commissioner may use group methods and
approximate averages for fractions of a year
or otherwise.

(3) In lieu of the valuation of reserves
required by this section, the commissioner
may accept in his discretion the valuation
made by the insurer. In the case of any for-
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eign or alien insurer he may accept any valu-
ation made, or caused to be made, by the
insurance supervisory official of any other
jurisdiction if such valuation complies with
the minimum standard provided in ORS
733.120 or 733.130, and if that official ac-
cepts as sufficient and valid for all legal pur-
poses the certificate of valuation of the com-
missioner of this state when such certificate
states the valuation to have been made in a
specified manner according to which the ag-
gregate reserves would be at least as large
as if they had been computed in the manner
prescribed by the law of that official’s juris-
diction.

(4) The commissioner may vary the
standard of mortality for insurance issued
on a substandard basis.

(5) Reserves for any category of policies
or benefits may be calculated, at the option
of the insurer, according to any standards
which produce greater aggregate reserves
for such category than those calculated ac-
cording to the minimum standards provided
in ORS 733.120 or 733.130. In such case,
with respect to the calculation of reserves
for policies to which ORS 733.130 applies,
the rate or rates of interest used shall not be
higher than the corresponding rate or rates
of interest used in calculating any nonfor-
feiture benefits provided for therein. How-
ever, reserves for participating life insurance
policies may be calculated according to a
rate of interest lower than the rate of inter-
est used in calculating the nonforfeiture ben-
efits in such policies. If such lower rate
differs from the rate used in the calculation
of the nonforfeiture benefits by more than
one-half percent, 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 non-
forfeiture benefits in such policies as the
commissioner approves.

(6) An insurer which previously has
adopted a standard of valuation producing
greater aggregate reserves than those calcu-
lated according to the minimum standard
provided in ORS 733.120 or 733.130 may, with
the approval of the commissioner, adopt an-
other standard of valuation not lower than
the minimum standard,

(7) If the gross premium charged by an
insurer on any policy is less than the net pre-
mium for the policy according to the mor-
tality table, rate of interest and method used
in calculating the reserve thereon, there
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shall be maintained on such policy a defi-
ciency reserve in addition to all other re-
serves required by law. For each such policy
the deficiency reserve shall be the present
value, according to such standard, of an an-
nuity of the difference between such net pre-
mium and the gross premium charged for
the policy, running for the remainder of the
premium paying period.

[1967 ¢.359 §218]

733.115 Establishing reserves for vari-
able life insurance and annuity policies. Re-
serves for variable life insurance and annuity
policies shall be established in accordance
with actuarial procedures that recognize the
variable nature of the benefits provided, any
mortality guarantees, and the valuation re-

quirements of ORS 733.130.
[1973 c.435 §24]

733.120 Minimum valuation standards
for life insurance policies issued prior to
operative date of standard nonforfeiture law.
(1) This section applies only to life insur-
ance policies issued prior to the operative
date defined in ORS 743.204.

(2) The minimum standard for the valu-
ation of life insurance policies, other than
annuities, issued before January 1, 1918, is
the method and basis of valuation applied by
the insurance department of this state in the
valuation of such contracts before January
1, 1918.

(3) The minimum standard for the valu-
ation of life insurance policies, other than
annuities, issued on and after January 1,
1918, is the one year preliminary term meth-
od of valuation, on the basis of the American
Experience Table of Mortality with interest
at three and one-half percent.

(4) The minimum standard for the valu-
ation of annuities issued on and after Janu-
ary 1, 1918, is McClintock’s “Table of Mor-
tality Among Annuitants” with interest at
four percent. However, annuities deferred
10 or more years and written in connection
with life insurance shall be valued on the
same basis as that used in computing the
consideration or premium therefor, or upon
any higher standard at the option of the
insurer,

[Formerly 739.030]

733.130 Minimum valuation standards
for life insurance policies issued on or after
operative date of standard nonforfeiture
law. (1) This section applies only to life in-
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surance policies issued on or after the opera-
tive date defined in ORS 743.204.

(2) The minimum standard for the valu-
ation of all such policies is the Commission-
ers Reserve Valuation Method defined in
subsection (3) of this section, interest as pro-
vided in ORS 733.132, and the following
tables:

(a) For all ordinary policies of life in-
surance issued on the standard basis, ex-
cluding any disability and accidental death
benefits in such policies—the Commissioners
1941 Standard Ordinary Mortality Table for
such policies issued prior to the operative
date of subsection (5) of ORS 743.216, and
the Commissioners 1958 Standard Ordinary
Mortality Table for such policies issued on
or after such operative date. However, for
any category of such policies issued on fe-
male risks, all modified net premiums and
present values referred to in this section
may be calculated according to an age not
more than three years younger than the
actual age of the insured.

(b) For all industrial life insurance poli-
cies issued on the standard basis, excluding
any disability and accidental death benefits
in such policies—the 1941 Standard Indus-
trial Mortality Table for such policies issued
prior to the operative date of subsection (7)
of ORS 743.216, and the Commissioners 1961
Standard Industrial Mortality Table for such
policies issued on or after such operative
date.

(¢) For individual annuity and pure en-
dowment policies, excluding any disability
and accidental death benefits in such policies:

(A) The 1937 Standard Annuity Mortal-
ity Table or, at the option of the insurer, the
Annuity Mortality Table for 1949, Ultimate,
or any modification of either of these tables
approved by the commissioner, for such pol-
icies issued prior to the operative date de-
fined in ORS 733.134 for such policies.

(B) The 1971 Individual Annuity Mortal-
ity Table or any modification of such table
approved by the commissioner, for such pol-
icies issued on or after such operative date,

(d) For annuity and pure endowment
benefits purchased under group annuity and
pure endowment policies, excluding any dis-
ability and accidental death benefits pur-
chased under such policies:

(A) The Group Annuity Mortality Table
for 1951, any modification of such table ap-
proved by the commissioner or, at the option
of the insurer, any of the tables or modifica-
tions of tables specified for individual annuity
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and pure endowment policies, for such bene-
fits purchased prior to the operative date de-
fined in ORS 733.134 for such policies.

(B) The 1971 Group Annuity Mortality
Table or any modification of such table ap-
proved by the commissioner, for such bene-
fits purchased on or after such operative
date.

(e) For total and permanent disability
benefits in or supplementary to ordinary pol-
icies—for policies issued on or after January
1, 1966, the tables of Period 2 disablement
rates and the 1930 to 1950 termination rates
of the 1952 Disability Study of the Society
of Actuaries, with due regard to the type of
benefit; for policies issued on or after Janu-
ary 1, 1961, and prior to January 1, 1966,
either such tables or, at the option of the
insurer, the Class (3) Disability Table
(1926) ; and for policies issued prior to Janu-
ary 1, 1961, the Class (3) Disability Table
(1926). Any such table shall, for active
lives, be combined with a mortality table
permitted for calculating the reserves for
life insurance policies.

(f) For accidental death benefits in or
supplementary to policies—for policies is-
sued on or after January 1, 1966, the 1959
Accidental Death Benefits Table; for policies
issued on or after January 1, 1961, and prior
to January 1, 1966, either such table or, at
the option of the insurer, the Inter-Company
Double Indemnity Mortality Table; and for
policies issued prior to January 1, 1961, the
Inter-Company Double Indemnity Mortality
Table. Either table shall be combined with
a mortality table permitted for calculating
the reserves for life insurance policies,

(8) For group life insurance, life insur-
ance issued on a substandard basis and other
special benefits—such tables as may be ap-
proved by the commissioner.

(3) The reserve according to the Com-
missioners Reserve Valuation Method, for
the life insurance and endowment benefits of
a policy providing for a uniform amount of
insurance and requiring the payment of uni-
form premiums is the excess, if any, of the
present value, at the date of valuation, of
such future guaranteed benefits provided for
by such policy, over the then present value
of any future modified net premiums there-
for. The modified net premiums for any
such policy shall be such uniform percentage
of the respective contract premiums for such
benefits 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 pro-
vided for by the policy and the excess of
paragraph (a) over paragraph (b) of this
subsection:

(2) 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
annum payable on the first and each subse-
quent anniversary of such policy on which a
premium falls due; provided, however, that
such net level annual premium shall not ex-
ceed the net level annual premium on the 19
year premium whole life plan for insurance
of the same amount at an age one year high-
er than the age at issue of such policy.

(b) A net one year term premium for
such benefits provided for in the first policy
year.

(4) Reserves according to the Commis-
sioners Reserve Valuation Method shall be
calculated by a method consistent with the
principles of subsection (3) of this section
for:

(a) Life insurance policies providing for
a varying amount of insurance or requiring
the payment of varying premiums, Any ex-
tra premiums charged because of impair-
ments or special hazards shall, however, be
disregarded in the determination of modified
net premiums.

(b) Annuity and pure endowment poli-
cies.

(c) Disability and accidental death bene-
fits in all policies.

(d) All other benefits, except life insur-
ance and endowment benefits in life insur-
ance policies.

(5) In no event shall an insurer’s aggre-
gate reserves for all life insurance policies,
excluding disability and accidental death
benefits and annuity and pure endowment
policies, be less than the aggregate reserves
calculated in accordance with the method set
forth in subsection (3) of this section and
the mortality table or tables and rate or
rates of interest used in calculating nonfor-
feiture benefits for such policies.

[Formerly 739.035; 1969 c.431 §1; 1973 c.636 §1]

733.132 Interest rates in minimum
standard for valuation of life insurance pol-
icies. This section applies only to life insur-
ance policies issued on or after the operative
date defined in ORS 743.204. The interest
rates in the minimum standard for the val-
uation of all such life insurance policies are
as follows:

820
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(1) For life insurance policies, excluding
annuity and pure endowment policies, is-
sued:

(a) Prior to January 1, 1969—three and
one-half percent.

(b) From January 1, 1969, to December
31, 1973:

(A) In the case of single premium pol-
icies—four percent.

(B) In other cases—three and one-half
percent.

(¢) From January 1, 1974, to December
31, 1985—four percent.

(d) January 1, 1986, and after—three
and one-half percent.

(2) For annuity and pure endowment
policies issued:

(a) Prior to January 1, 1969—three and
one-half percent.

(b) From January 1969, to the opera-
tive date defined in ORS 733.134 for such
policies:

(A) In the case of single premium im-
mediate policies, and deferred annuity and
pure endowment benefits purchased under
group annuity and pure endowment policies
—four percent.

(B) In all other cases—three and one-
half percent.

(c) From the operative date defined in
ORS 733.134 for such policies to December
31, 1985:

(A) In the case of single premium pol-
icies, and deferred annuity and pure endow-
ment benefits purchased under group annu-
ity and pure endowment policies—six per-
cent.

(B) In all other cases—four percent.

(d) January 1, 1986, and after—three

and one-half percent.
[1973 c.636 §3]

733.134 Election by insurer to use 1971
Individual Annuity Mortality Table. An in-
surer may file with the commissioner a writ-
ten notice of its election to use the 1971 In-
dividual Annuity Mortality Table, or a mod-
ification thereof approved by the commis-
sioner, after a specified operative date no
earlier than January 1, 1974, and no later
than January 1, 1979, for individual annuity
and pure endowment policies; and may file
with the commissioner a written notice of its
election to use the 1971 Group Annuity Mor-
tality Table, or any modification thereof ap-
proved by the commissioner, after a speci-
fied operative date no earlier than January

1, 1974, and no later than January 1, 1979,
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for annuity and pure endowment benefits
purchased under group annuity and pure
endowment policies. The operative date for
such use shall be January 1, 1979, if no spec-

ified operative date is so elected.
[1973 c.636 §4]

733.136 Certain life insurance benefits
as annuity or pure endowment policies; ef-
fective date of issuance of certain policies.
(1) For the purposes of ORS 733.130, 733.132
and 733.134, and notwithstanding ORS
731.154 and 731.170, benefits under optional
modes of settlement of life insurance pro-
ceeds are considered annuity or pure endow-
ment policies to the extent such benefits sub-
stantially have the actuarial characteristics
of such policies.

(2) For the purposes of ORS 733.130
and ORS 733.132, annuity and pure endow-
ment benefits purchased under group an-
nuity and pure endowment policies, and life
insurance benefits purchased on a single
premium basis under group life insurance
policies, are considered policies issued on the

date of such purchases.
[1973 c.636 §5]

733.140 Disallowance of “wash” trans-
actions. (1) The commissioner shall disal-
low as an asset or as a credit against liabili-
ties any reinsurance found by him after a
hearing thereon to have been arranged for
the purpose principally of deception as to the
ceding insurer’s financial condition as of the
date of any financial statement of the in-
surer. Without limiting the general purport
of the foregoing provision, reinsurance of
any substantial part of the insurer’s out-
standing risks contracted for in fact within
four months prior to the date of any such
financial statement and canceled in fact
within four months after the date of such
statement, or reinsurance under which the
reinsurer bears no substantial insurance risk
or substantial risk of net loss to itself, shall
prima facie be deemed to have been arranged
for the purpose principally of deception.

(2) The commissioner shall disallow as
an asset any deposit, funds or other assets
of the insurer found by him after a hearing
thereon:

(a) Not to be in good faith the property
of the insurer, and

(b) Not freely subject to withdrawal or
liquidation by the insurer at any time for the
payment or discharge of claims or other ob-
ligations arising under its policies, and

(¢) To be resulting from arrangements



§ 733.150

INSURANCE

made principally for the purpose of decep-
tion as to the insurer’s financial condition as
of the date of any financial statement of the
insurer.

[1967 c.359 §221]

733.150 Alternative accounting for as-
sets and liabilities. Assets may be allowed as
deductions from corresponding liabilities,
liabilities may be charged as deductions from
assets, deductions from assets may be
charged as liabilities, and deductions from
liabilities may be allowed as assets, in ac-
cordance with the form of annual statement
prescribed by the commissioner, or otherwise

in his discretion.
[1967 c.359 §222]

733.160 Valuation of various assets. (1)
All amply secured obligations having a fixed
term and rate of interest held by an insurer
shall be valued on either the basis specified
in paragraph (a) or (b) of this subsection,
as elected by the insurer:

(a) If purchased at par, at the par value;
if purchased above or below par, on the basis
of the purchase price adjusted so as to bring
the value to par at maturity and so as to
yield in the meantime the effective rate of
interest at which the purchase was made, or
in lieu of such method, according to a meth-
od of valuation elected by the insurer and
approved by the commissioner, Unless other-
wise provided by valuation approved by the
commissioner, no obligation shall be carried
at a value above the call price for the entire
issue during any period within which the ob-
ligation may be so called; or

(b) At market value or book value, but
in no event at an aggregate value exceeding
the aggregate of the values calculated ac-
cording to paragraph (a) of this subsection.

(¢) Purchase price shall in no case be a
higher amount than the actual market value
at the time of purchase, plus actual broker-
age, transfer, postage or express charges
paid in the acquisition of such obligations.

(2) (a) Except as provided in paragraph

(b) of this subsection, securities other than
obligations held by an insurer may be valued
at their market value if market value, in the
judgment of the commissioner, can reason-
ably be ascertained. Otherwise, they shall be
valued at their fair value determined by a
generally accepted method of appraisal or, in
the insurer’s discretion, at cost when cost is
lower than market value or such appraised
8

value. Preferred or guaranteed stocks while
paying full dividends may be carried at a
fixed value in lieu of market value, according
to a method of computation approved by the
commissioner.

(b) Securities, other than obligations,
whose issuer is a subsidiary of, or is under
common ownership or control with, the hold-
ing insurer shall be valued according to a
method of computation approved by the com-
missioner.

(3) Real property shall be valued as fol-
lows:

(a) Real property acquired pursuant to
a mortgage loan or contract of sale shall be
valued at an amount not greater than the
unpaid principal of the defaulted loan or con-
tract at the date of such acquisition, to-
gether with any taxes and expenses paid or
incurred in connection with such acquisition,
and the cost of improvements thereafter
made by the insurer and any amounts there-
after paid by the insurer on assessments
levied for improvements in connection with
the property.

(b) Other real property held by an in-
surer shall be valued at an amount not in ex-
cess of the cost of the acquired property and
the cost of improvements thereafter made
by the insurer, less a reasonable allowance
for depreciation. ‘

(4) Purchase money mortgages on real
property referred to in paragraph (a) of
subsection (3) of this section shall be valued
in an amount not exceeding the acquisition
cost of the real property covered thereby or
90 percent of the fair value of such real
property, whichever is less.

(5) Other assets shall be valued at cost
of acquisition less any repaid portion there-
of, unless the commissioner determines that

another value is proper.
[1967 c.359 §223; 1971 c.231 §19]

733.170 Accounts and records. An in-
surer shall keep its books, records, accounts
and transaction source data in such manner
that the commissioner may readily verify its
statements of financial condition and ascer-
tain whether the insurer is unimpaired, has
given proper treatment to policyholders and

has complied with the Insurance Code.
[Formerly 738.430]

783.180 [Formerly 739.075; repealed by 1973
c.435 §27]

733.190 [Formerly 739.080; repealed by 1973

c.435 §27]
22
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733.200 [Formerly 739.085; repealed by 1973
c.435 §27)]

733.210 Commissioner’s determinations.
In making any determination or prescribing
rules relating to items such as are reported
in the form of annual statement required to
be filed by an insurer, the commissioner
shall give consideration to the pertinent rec-
ommendations made from time to time by
the National Association of Insurance Com-
missioners, and to customary and general
practice in insurance accounting.

[1967 c.359 §228)

733.220 Establishment and regulation
of separate accounts to fund life insurance
or annuities. (1) A domestic insurer au-
thorized to transact life insurance may es-
tablish one or more separate accounts and
may allocate thereto amounts, including but

not limited to proceeds applied under option--

al modes of settlement or under dividend
options, to provide for life insurance or an-
nuities or benefits incidental thereto, pay-
able in fixed or variable amounts or both.

(2) The income, gains and losses, real-
ized or unrealized, from assets allocated to a
separate account shall be credited to or
charged against the account without regard
to other income, gains and losses of the in-
surer.

(3) Except with the approval of the
commissioner, and under the conditions he
may prescribe as to investments and other
matters that shall recognize the guaranteed
nature of the benefits, assets representing
reserves for benefits guaranteed as to dollar
amount and duration, and for funds guaran-
teed as to principal amount or stated rate of
interest, shall not be maintained in a sep-
arate account.

(4) Unless otherwise approved by the
commissioner, and notwithstanding ORS
733.160, assets allocated to a separate ac-
count shall be valued at their market value
on the date of valuation or, if there is no
readily available market, they shall be val-
ued as provided under the terms of the pol-
icy, the rules or other written agreement
applicable to the separate account. Except
as may be otherwise prescribed by the com-
missioner under subsection (3) of this sec-
tion, however, the portion if any of the as-
sets of a separate account equal to the in-
surer’s reserves for guaranteed benefits and

funds shall be valued in accordance with the
rules applicable to the insurer’s general as-
sets.

(5) Amounts allocated to a separate ac-
count in the exercise of the power granted
by this section are owned by the insurer,
and the insurer is not, nor shall it hold itself
out to be, a trustee with respect to such
amounts. If, and to the extent, it is so pro-
vided under the applicable policies, the por-
tion of the assets of a separate account
which equals the reserves and other policy
liabilities for such account shall not be
chargeable with liabilities arising out of any
other business the insurer conducts.

(6) No sale, exchange or other transfer
of assets may be made by an insurer be-
tween any of its separate accounts or be-
tween any other investment account and one
or more of its separate accounts unless:

(a) In the case of a transfer into a sep-

*arate account, the transfer is made solely

to establish the account or to support the
operation of the policies applicable to the ac-
count;

(b) In the case of other transfers, the
commissioner has approved the transfer as
being equitable; and

(¢c) The transfer is made in the form of
cash or, with the approval of the commis-
sioner, securities having a readily deter-
minable market value.

(7) The same separate account may not
be used for both variable annuities and vari-
able life insurance.

(8) The insurer shall maintain in each
separate account assets with a value at least
equal to the reserves and other policy liabil-

ities for such account.
[1973 c.435 §6]

733.230 Transactions of separate ac-
counts registered with Securities and Ex-
change Commission; application of laws and
rules to members of separate account man-
agement committee. (1) Notwithstanding
any other provisions of law a domestic in-
surer may:

(a) With respect to a separate account
registered with the federal Securities and
Exchange Commission as a unit investment
trust, exercise voting rights, in connection
with any securities of a regulated investment
company registered under the Federal In-
vestment Company Act of 1940 and held in
such account, in accordance with instruc-
tions from persons having interests in such
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account, ratably as determined by the in-
surer; and

(b) With respect to a separate account
registered with the federal Securities and
Exchange Commission as a management in-
vestment company, establish for such ac-
count a committee, board, or other body, the
members of which need not be otherwise
affiliated with the insurer and may be elect-
ed by the vote of persons having interests
in such account, ratably as determined by
the insurer. Such committee, board or other
body may have the power, exercisable alone
or in conjunction with others, to manage the
separate account and the investment of its
assets.

(2) The insurer or such committee, board
or other body may make such other provi-
sions in respect to the separate account as
may be considered necessary to comply with
any applicable federal or state laws, if the

commissioner approves such provisions as

not being hazardous to the insurer’s policy-
holders or the public in this state.

(3) Any provision of the Insurance Code
or rule of the commissioner applicable to the
officers or directors of an insurer and relat-
ing to conflicts of interest will also apply to
members of a separate account’s committee,
board or other similar body. No officer or
director of an insurer nor any member of the
committee, board or body of a separate ac-
count shall receive directly or indirectly any
commission or any other compensation with
respect to the purchase or sale of assets of

the separate account.
[1973 c.435 §7]

INVESTMENTS

733.510 Investments of insurers. (1)
Funds of a domestic insurer shall be invest-
ed, reinvested and used in the manner and
subject to the conditions, restrictions and
limitations set forth in ORS 733.510 to
733.780.

(2) Investments of a foreign or alien in-
surer which would be authorized for a like
domestic insurer shall be allowed as assets
in any determination of its financial condi-
tion. Other investments of a foreign or alien
insurer which are authorized by the laws of
its domicile may be so allowed at the discre-

tion of the commissioner.
[Formerly 738.235]

733.520 Current operating requirements
exempted. Funds of an insurer necessary to
satisfy normal current operating require-
ments are not subject to ORS 733.510 to
733.780. Normal current operating require-
ments include, but are not limited to, the ac-
quisition of personal property necessary or
convenient in the operation of the insurer’s

business.
[1967 ¢.359 §230)

783.530 ‘‘Corporation,’ “sovereign,”
“political subdivision” defined. As used in
ORS 733.510 to 733.780:

(1) “Corporation” means a corporation,
joint stock association or business trust or-
ganized and existing under the laws of a
sovereign.

(2) “‘Sovereign’ means the United
States, or a state, or Canada or a province
thereof.

(3) “Political subdivision” means an in-
corporated county, city, town, village, munic-
ipality, or subdivision thereof, or a public
corporation, district, agency, commission, au-
thority or instrumentality, or subdivision

thereof.
[1967 ¢.359 §231]

733.540 “Obligation” defined. As used
in ORS 733.510 to 733.780, “obligation”
means a bond, debenture, note, warrant, cer-

tificate or other evidence of indebtedness.
[1967 c.359 §232]

733.550 “Amply secured obligation” de-
fined. As used in ORS 733.510 to 733.780,
“amply secured obligation” means an obliga-
tion which is not in default and as to which
no default is imminent, and which satisfies
the requirements of one or more of the fol-
lowing subsections:

(1) An obligation of a sovereign or politi-
cal subdivision thereof, if it is issued, assumed
or guaranteed by the governmental unit in-
volved and is payable either from:

(a) Taxes levied or which may be levied
by such governmental unit; or

(b) Adequate special revenues pledged
or otherwise appropriated or required by
law to be used for the purpose of such pay-
ment, provided the law authorizing the issu-
ance of the obligation requires that adequate
rates be fixed, maintained and collected at all
times so as to produce sufficient revenue or
earnings to pay all operating expenses, main-
tenance charges, and the principal, interest
and dividends on the obligation. An obliga-
tion payable solely out of special assessments
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on real property benefited by local improve-
ments shall not be considered amply secured
unless the total amount so payable is less
than 50 percent of the market value of the
real property (including any improvements
thereon) and constitutes a lien on such prop-
erty.

(2) An obligation issued, assumed or
guaranteed by a corporation, if the corpora-
tion is solvent, has not been in default on any
of its obligations during the preceding three
years, and if the obligation is secured by the
pledge of property the market value of which
exceeds the amount of the obligation by 25
percent or more. Obligations which are the
subject of ORS 733.580 and 733.600 are not
included within the provisions of this sub-
section.

(3) An obligation found to be amply se-
cured under regulations duly promulgated by
the commissioner. In making such regula-
tions the commissioner shall give considera-
tion to regulations pertaining to amply se-
cured obligations issued from time to time by
the National Association of Insurance Com-
missioners, and shall consider the financial
condition of the issuing, assuming or guaran-
teeing corporation as well as the existence
or absence of any pledge of property as se-
curity.

[1967 c.359 §233]

733.560 “Unencumbered” defined. As
used in ORS 733.510 to 733.780, ‘“‘unencum-
bered” means the nonexistence of any lien,
burden or charge having priority over the
lien securing the insurer’s investment. The
following shall not be considered encumbran-
ces on real property or leasehold interests
therein:

(1) Reservations of mineral, oil or tim-
ber rights, easements, rights of way, sewer
rights or rights of walls.

(2) Liens for taxes or assessments not
delinquent.

(3) Building restrictions or other re-
strictive covenants common to the commun-
ity.

(4) Where the loan is secured by a lien
upon real property, a lease under which
rents or profits are reserved to the owner, if
in any event the security for the loan would
be a first lien upon the real property except
for such lease.

(5) Where the loan is secured by a lien
on a leasehold, a prior lien on the real prop-
erty, provided the security for the loan is a
first lien upon the leasehold and there exists
no provision preventing the insurer from

continuing the lease in force for the dura-
tion of the lease or no condition or rights of
reentry or forfeiture under which such lien
can be cut off, subordinated or otherwise
disturbed so long as the lessee’s obligations

under the lease are discharged.
[1967 ¢.359 §234]

733.570 “Improved real property” de-
fined. As used in ORS 733.510 to 733.780,
“improved real property’ means:

(1) Farmland used for tillage, crop or
pasture;

(2) Real estate on which permanent im-
provements, or improvements under con-
struction or in process of construction, suit-
able for residence, institutional, commercial
or industrial use, are situated; and

(3) Real estate to be developed for the
use or uses set forth in subsection (2) of
this section on which improvements, or im-
provements under construction or in process
of construction, such as streets, sidewalks,
sewers and utilities which will become an in-
tegral part of such development, are situated

or abut.
[1967 c.359 §235]

%33.580 Investment of required capitali-
zation. (1) Funds of an insurer at least
equal to its required capitalization shall be
invested and kept invested as follows:

(a) In amply secured obligations of the
United States, a state or a political subdivi-
sion of this state.

(b) In loans secured by first liens upon
improved, unencumbered real property
(other than leaseholds) in this state where:

(A) The lien does not exceed 50 percent
of the appraised value of the property and
the loan is for a term of five years or less;

(B) The lien does not exceed 6623 per-
cent of the appraised value of the property
provided there is an amortization plan mort-
gage, deed of trust or other instrument
under the terms of which the instalment
payments are sufficient to repay the loan
within a period of not more than 25 years;
or

(C) The investment is insured or guar-
anteed by the Federal Housing Administra-
tion, the United States Veterans’ Adminis-
tration, or under Title I of the Housing Act
of 1949 (providing for slum clearance and
redevelopment projects) enacted by Congress
on July 15, 1949,

(¢) In certificates of deposit or other in-
vestments described in subsection (4) of
ORS 733.650, to the extent such investments
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are insured by the Federal Deposit Insurance
Corporation or the Federal Savings and
Loan Insurance Corporation.

(2) Investments made pursuant to this
section shall be kept free of any lien or
pledge. The term “lien or pledge” as used
in this section shall not include a deposit of
securities with a sovereign, nor assets held
in trust for the benefit or protection of all

or any class of policyholders of an insurer.
[Formerly 738.238]

738.590 Investment in obligations of
sovereign, political subdivision thereof or
corporation. Funds of an insurer may be in-
vested in amply secured obligations of a
sovereign, political subdivision thereof or
corporation, Expressly included, but not by
way of limitation, are obligations of the fol-
lowing federal agencies and authorities: Fed-
eral Home Loan Banks, Federal Land Banks,
Home Owners Loan Corporation, Public
Housing Authorities (to the extent that such
obligations are secured by a pledge of annual
contributions to be paid by the United States
or an agency thereof), and Federal Interme-
diate Credit Banks.

[Formerly 738.245]

788.600 Investment in mortgage loans.
(1) Funds of an insurer may be invested in:

(a) Loans secured by first liens upon im-
proved, unencumbered real property (other
than leaseholds) in the manner and subject
to the same terms and conditions set forth
in paragraph (b) of subsection (1) of ORS
733.580, except that the property may be
located within the boundaries of any sover-
eign; for loans described in subparagraph
(B) of such paragraph, the maximum per-
mitted ratio of the loan to the appraised
value shall be 80 rather than 6624 percent,

and the maximum term of the loan shall be

30 rather than 25 years.

(b) Loans secured by first liens upon a
leasehold of improved, unencumbered real
property located within the boundaries of
any sovereign if:

(A) The leasehold has a period of not
less than 20 years to run from the date of
the loan, inclusive of the term which may be
provided by an enforceable option of renew-
al, the loan does not exceed 70 percent of the
fair market value of the leasehold together
with any improvements located thereon
which are subject to the lien, the terms of
the loan provide for amortization payments
to be made by the borrower on the principal
thereof at least once in each year in amounts

sufficient to completely amortize the loan
within a period of four-fifths of the term of
the leasehold, and the insurer is entitled to
be subrogated to all rights of the lessee un-
der the leasehold; or

(B) The investment is insured or guar-
anteed in the manner provided in subpara-
graph (C) of paragraph (b) of subsection
(1) of ORS 733.580.

(2) A loan upon the security of real
property or a leasehold interest therein
which is a participation in or a part of a
series or issue shall not be made unless the
insurer holds a senior participation or simi-
lar security interest in the mortgage or deed
of trust giving it substantially the rights of
a first mortgagee.

(3) Nothing in ORS 733.510 to 733.780
shall prohibit an insurer from renewing or
extending a proper loan secured by a first
lien upon real property or a leasehold inter-
est therein made pursuant to this section or
to ORS 733.580 for the original or a lesser
amount even though such amount is a great-
er percentage of the current fair market
value of the real property or leasehold than
would otherwise be permitted under such

sections.
[Formerly 738.255]

738.610 Investment in real property. (1)
Funds of an insurer may be invested in in-
come-producing real property, leases thereon
or vendors’ interests therein under contracts
of sale. Real property and leaseholds so ac-
quired may be leased or sublet.

(2) Real property may also be acquired
by an insurer:

(a) For its own business use or to pro-
tect or enhance other real property acquired
and held under ORS 733.510 to 733.780; or

(b) In satisfaction or liquidation of obli-
gations previously owned, or in exchange or
part payment for property previously owned,
or as a dividend, or by gift, devise, merger
or consolidation.

(3) Real property acquired under this
section shall be disposed of within five years
after it ceases to be income-producing or to
be used by the insurer for its business opera-
tion, whichever is later; provided, however,
that any real property so acquired which
qualifies as an investment under ORS 733.510
to 733.780 may be retained and held if ap-
proved as an investment in the manner pre-
scribed by ORS 733.730 and 733.740. The
commissioner may extend the time limit pre-
scribed in this subsection if the interests of
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the insurer will suffer by a “forced sale” of
the property.
[Formerly 738.265]

738.620 Investment in stocks of corpo-
ration. (1) Funds of an insurer may be in-
vested in stocks (including trust certificates)
of solvent corporations organized and carry-
ing on a business under the laws of a sover-
eign as follows:

(a) Preferred or guaranteed stocks if
the corporation is not in default or arrears
as to any preferred or guaranteed dividend
and has continuously and regularly paid
such dividends during the preceding three
years or has paid cash dividends for five
years on common stock.

(b) Common stocks if:

(A) The obligations and preferred stock,
if any, of such corporation are eligible for
investment under ORS 733.510 to 733.780;

(B) Cash dividends on such common
stock have been paid during each of five
years preceding the date of acquisition; and

(C) The stock is registered on a national
securities exchange regulated under the Se-
curities Exchange Act, or if of a type not
commonly so registered is regularly traded
on a broad national or regional basis.

(2) An insurer shall not invest so as to
own or control more than five percent of the
voting power outstanding of a corporation,
nor shall it invest in the obligations or stocks
of a corporation if the insurer, directors,
trustees and officers own or control, or as a
result thereof shall own and control, in the
aggregate more than 50 percent of the vot-

ing power.
[Formerly 738.275]

%33.630 Imnvestment in stocks or obliga-
tions of subsidiaries. (1) Except as provided
in subsections (2) and (3) of this section,
funds of an insurer may be invested in the
stocks or obligations of one or more corpora-
tions without regard to the provisions and
limitations of ORS 733.590, 733.620, 733.770
and paragraph (a) of subsection (1) of
733.780 if such a corporation is engaged, or
will be engaged, in the kind of business or ac-
tivity which is related to the insurance busi-
ness as described in ORS 733.635, provided 80
percent or more of the shares of such corpora-
tion having voting powers are owned by the
insurer either by itself or with prior approval
of the commissioner in cooperation with one
or more other persons.

(2) Except as provided in subsection (4)
of this section, the amount of funds so in-

vested shall not exceed, in the aggregate, 50
percent of the amount of the insurer’s com-
bined capital and surplus, unless such invest-
ment is made pursuant to a plan of acquisition
which has been approved by the commissioner.

(3) The limitations of ORS 733.770 shall
apply to funds invested in a subsidiary de-
scribed in subsections (3) to (12) of ORS
733.635.

(4) Funds invested in one or more subsid-
iary corporations described in subsection (9)
of ORS 733.635 shall not be subject to the
limitation prescribed in subsection (2) of this
section and shall not be considered in deter-
mining the aggregate limitation presented in

subsection (2) of this section.
[1967 ¢.359 §241; 1969 c.285 §1]

733.635 Approved activities of corpora-
tions in which investments authorized. Invest-
ments authorized by ORS 733.630 may be
made in corporations engaged, or which will
be engaged, in one or more of the following
insurance or ancillary businesses:

(1) Any kind of insurance business author-
ized by the jurisdiction in which it is incorpo-
rated.

(2) Any kind of business primarily related
to the insurance business carried on by the
parent.

(3) Acting as an insurance agent for its
parent or for any of its parent’s insurer sub-
sidiaries or intermediate insurer subsidiaries.

(4) Investing, reinvesting or trading in
securities for its own account, that of its par-
ent, any subsidiary of its parent, or any affili-
ate or subsidiary.

(5) Management of any investment com-
pany subject to or registered pursuant to the
Federal Investment Company Act of 1940, as
amended, including related sales and services.

(6) Acting as a broker dealer subject to
or registered pursuant to the Securities Ex-
change Act of 1934, as amended.

(7) Rendering investment advice to gov-
ernments, government agencies, corporations
or other organizations or groups.

(8) Rendering other services related to the
operations of an insurance business including,
but not limited to, actuarial, loss prevention,
safety engineering, data processing, account-
ing, claims, appraisal and collection services.

(9) Ownership and management of assets
or property which the parent could itself own
and manage.

(10) Acting as administrative agent for a
government instrumentality which is per-
forming an insurance function.
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(11) Financing of insurance premiums.

(12) Owning a corporation or corporations
engaged or organized to engage exclusively in
one or more of the businesses specified in sub-

sections (1) to (11) of this section.
[1969 c.285 §3]

733.640 Lending funds; limitations on
loans., (1) Funds of an insurer may be in-
vested in loans secured by pledges of obliga-
tions and stocks eligible for investment
under ORS 733.510 to 733.780. As of the
date the loan is made, it shall not exceed in
amount 80 percent of the market value of
the collateral pledged, No such loan shall be
made for the purpose of providing funds to
purchase or carry stocks registered on a na-
tional securities exchange.

(2) Funds of an insurer may be invested
in loans secured by personal property or fix-
tures if such loan is:

(a) In connection with a loan on the
security of real property or a leasehold as
provided in ORS 733.580 or 733.600;

(b) In an amount not exceeding 20 per-
cent of the amount loaned on the real prop-
erty or leasehold;

(c) For a term of not more than five
years;

(d) Secured by a security interest which
constitutes a first lien, except for taxes not
then delinquent, on tangible, permanent per-
sonal property of the borrower kept and
used on the premises, other than stocks of
goods held for sale or transfer in the ordi-
nary course of business or items which by
normal use will be consumed or depleted dur-
ing the period of the loan; and

(e) In an amount, the ratio of which to
the value of the security does not exceed the
ratio of the companion loan to the value of
the real property or leasehold.

(3) Funds of an insurer may be loaned
to its own life insurance policyholder upon
the security of such life insurance policy.
The loan shall not exceed the cash value of
the policy.

{Formerly 738.285]

733.650 Investment of funds in certain
obligations and other specified items. Funds
of an insurer may be invested in the follow-

(1) Obligations secured by a mortgage
or deed of trust payment of which is guaran-
teed by a policy of mortgage insurance,

(2) Obligations issued, assumed or guar-
anteed by the International Bank for Recon-
struction and Development.
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(3) Bank and bankers’ acceptances and
other hills of exchange of the kind and na-
ture made eligible by law for purchase in the
open market by federal reserve banks.

(4) Deposits, certificates of deposits, ac-
counts or savings or certificate shares or
accounts of or in banks, trust companies,
savings and loan associations or building and
loan associations insured with the Federal
Deposit Insurance Corporation or with the
Federal Savings and Loan Insurance Corpo-
ration or qualified to do business under the
laws of this state.

(5) Obligations issued by trustees or re-
ceivers of a corporation created or existing
under the laws of a sovereign which, or the
assets of which, are being administered
under the direction of a court having juris-
diction if the obligation is adequately secured
as to principal and interest.

(6) Transportation equipment used
wholly or in part within a sovereign, or ade-
quately secured trust certificates of partici-
pation or similar obligations or contracts
evidencing an interest in such transportation
equipment, where the investor is entitled to
receive a determined or determinable portion
of rental, purchase or other obligatory pay-
ments for use or purchase of the equipment.

(7) Purchase contracts or lease-purchase
agreements executed under the Federal Pub-
lic Buildings Purchase Contract Act of 1954,
or the Post Office Department Property Act
of 1954,

(8) Stock of the Federal Home Loan
Bank to the extent of the minimum required
by the Federal Home Loan Bank Act. An
insurer acquiring such stock may exercise
all rights and powers given to members under
such Act, including but not by way of limita-
tion the right to obtain advances or borrow
money from such bank and to pledge colla-
teral as security therefor.

(9) Obligations issued, assumed or guar-
anteed by the Inter-American Development
Bank,

(10) Loans guaranteed by the State
Scholarship Commission pursuant to ORS
348.505 to 348.620.

(11) Obligations issued, assumed or

guaranteed by the Asian Development Bank,
[Formerly 738.295; 1969 c.336 §9; 1969 c.692 §8; 1973

c.514 §1]

733.652 Investment of funds of separate
accounts. Except as may be prescribed by
the commissioner under subsection (3) of
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ORS 733.220 for reserves for guaranteed
benefits and funds:

(1) Amounts allocated to a separate ac-
count and accumulations thereon may be in-
vested and reinvested without regard to the
requirements and limitations prescribed by
ORS 733.510 to 733.780, except as expressly
provided for separate accounts under such
sections; and

(2) The investments in separate ac-
counts shall not be considered in applying
the investment limitations applicable to the

general investments of the insurer.
[1978 c.435 §9]

788.654 Limitation on amount of sep-
arate account investments. An insurer shall
not invest the funds of a separate account
80 as to have more than 10 percent of the
market value of the assets of the account
invested in or secured by the stocks, obliga-
tions or property of any one person or politi-
cal subdivision, or invested in a single parcel
of real property or any other single invest-
ment. This section does not apply to:

(1) Funds equaling 25 percent of the
market value of the total assets in the sep-
arate account; or

(2) Investments in, or loans upon, the
security of the general obligations of a sov-

ereign.
(1973 c.485 §10]

783.656 Limitation on securities owned
or controlled by separate account invest-
ments. An insurer shall not invest the funds
of a separate account so as to own or con-
trol, under the insurer’s general and separate
accounts in the aggregate, more than 10 per-
cent of the voting power outstanding of any
issuer of securities. Securities held in sep-
arate accounts, the voting rights in which
are exercisable only in accordance with in-
structions from persons having interests in
such accounts, shall not be considered in ap-
plying this section.

[1973 c.435 §11]

7383.658 Applicability of separate ac-
count investment limitations. The limitations
provided in ORS 733.654 and 733.656 do not
apply to the investment of separate account
funds in the securities of an investment com-
pany registered under the Federal Invest-
ment Company Act of 1940 if the invest-
ments of the investment company comply in

substance with ORS 733.654 and 733.656.
[1973 c.435 §12]

733.660 Investment of funds in data
processing system. Funds of an insurer may
be invested in mechanical and electronic com-
puters and equipment which constitute a
data processing system used by the insurer,
if the cost of such system is at least $50,000
and is to be amortized in full in not more
than 10 years. The amount of such invest-
ment which may be allowed as an asset in
any determination of the financial condition
of the insurer shall not exceed the excess of
the insurer’s assets over all liabilities and
required capitalization.

[1967 c.350 §244]

783.670 Investment of funds under
“prudent man” rule. (1) Funds of an in-
surer may be invested in a manner not ex-
pressly prohibited under ORS 732.325 and
733.780, provided such investments are made
in the exercise of the judgment and care
under the circumstances then prevailing
which men of prudence, discretion and in-
telligence exercise in the management of
their own affairs not in regard to specula-
tion but in regard to the permanent disposi-
tion of their funds, considering the probable
income as well as the probable safety of
their capital.

(2) Funds invested under this section
shall not exceed in the aggregate the lesser
of:

(a) Seven and one-half percent of the
insurer’s assets,

(b) The excess of the insurer’s assets
over all liabilities and required capitalization.

(3) If the commissioner has reason to
believe that loans or investments made pur-
suant to this section are not adequately se-
cured or are not yielding an income he may
direct the insurer to report to him under
oath the amount of such loans or invest-
ments, the security therefor and its market

value,
[Formerly 738.305]

733.680 Acquisition and retention of
personal property generally; purchases or
loans for protection of investment property.
(1) An insurer may acquire and retain per-
sonal property received as a dividend, gift
or devise, or pursuant to a lawful plan of
merger, consolidation or reorganization or
bona fide agreement of bulk reinsurance, or
in satisfaction or liquidation of an obligation,
or in exchange or part payment for real or
personal property previously owned or to
protect or enhance such property.

(2) An insurer may make purchases or
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loan sums necessary to protect, preserve or
enhance investment property, real or per-
sonal, which it is otherwise authorized to
acquire or hold.

(3) The commissioner shall allow as as-
sets in any determination of the financial
condition of the insurer only such property
or investments acquired or retained under
this section as are consistent with the cus-

tomary operations of an insurer.
[Formerly 738.315]

733.690 Investment of funds in title
plant. Funds of a title insurer may be in-

vested in its title plant.
[1967 ¢.359 §247]

733.700 Investment of funds in health
care service facilities. Funds of a health
care service contractor may be invested in
all real and personal property used exclu-
sively by the contractor to provide author-

ized health care services.
[1967 c.359 §248)

733.710 Investments authorized by prior
law; date of eligibility of investment, (1) An
investment which was legal and proper im-
mediately before June 8, 1967, shall be con-
sidered a proper investment and shall be sub-
ject to extension or renewal,

(2) Eligibility of an investment shall be

determined as of the date of its acquisition.
[Formerly 738.325]

733.720 Investments subject to addi-
tional limitations and requirements. Except
as may be expressly provided to the contrary
in ORS 733.510 to 733.780, all investments
shall be subject to the qualifications, restric-
tions and limitations set forth in ORS

733.510 to 733.780.
[Formerly 738.333)

733.730 Approval by board of directors
of investments and deposits. (1) Investments
and sales or exchanges thereof, except for
policy loans of an insurer issuing life insur-
ance policies, shall be approved by the board
of directors or a committee thereof charged
with the duty of investing the funds of the
insurer.

(2) Deposits shall be made in banks or
banking institutions approved by the board

of directors.
[Formerly 738.335])

783.740 Record of investments required.
As to each investment, an insurer shall make
a written record in permanent form, signed

by a person authorized by the board of direc-
tors or by a committee thereof charged with
the duty of investing the funds, The record
shall show the authorization and approval of
the investment and in addition shall contain:

(1) In the case of mortgage loans: The
name of the borrower; the location and legal
description of the property; a physical de-
scription and the appraised value of the se-
curity as determined by a competent and
qualified appraiser; the amount of the loan,
rate of interest and terms of repayment,

(2) In the case of obligations: The name
of the obligor; description of the security
and record of earnings; the amount invested
and the rate of interest or dividend; the ma-
turity and yield based upon the purchase
price.

(3) In the case of corporate stocks: The
name of the issuing corporation; the record
of earnings and of dividends paid for the
preceding three years for preferred stock
and for the preceding five years for common
stock; a summary of the financial statement
of the corporation as of the end of the pre-
ceding fiscal year; the exchange, if any, on
which the stock is listed: the amount in-
vested and the number of shares acquired
and held.

(4) In the case of real estate, leaseholds
or vendors’ interests under contracts of sale
therein: The location and legal description
of the property; a physical description and
the appraised value of the property and in-
terest therein; the purchase price and terms:
the amount of any lien known to be against
the property; if of a leasehold, the terms of
the outstanding lease: if a vendor's interest
under a contract of sale, the terms and
status of payments under the contract.

(5) In the case of all investments: The
amount of any expenses and commissions
incurred on account of the 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; the name of
any director, trustee or officer of the insurer,
having a direct, indirect, or contingent inter-
est in the loan, security or property, or who
would derive, directly or indirectly, any bene-
fit therefrom, and the nature of such inter-

est or benefit.
[Formerly 738.345]

733.750 Disposal of investments on or-
der of Insurance Commissioner. After a hear-
ing, the commissioner may by written order
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require the disposal of an investment which
he finds to be made or retained in violation
of the Insurance Code, or of an investment
which he, for good cause, determines to be
prejudicial to, and to impair the security of,
the stockholders or policyholders of the in-

surer.
[Formerly 738.355]

788.760 Insurance required on buildings
on property which is security for loan. On
loans secured by liens upon real property or
leasehold interests therein, the buildings and
other improvements located on the premises
shall be kept insured against loss or damage
from fire in an amount not less than the un-
paid balance of the obligation or the insur-
able value of the property, whichever is the
lesser. The fire insurance policy or policies
shall be payable to the insurer, or a trustee
for its benefit, and continued in force until
the loan is repaid or satisfied. Such policy or
policies shall be held by the insurer or the
trustee, unless the commissioner has deter-
mined that a different method of protecting
the insurers against loss is satisfactory and
has given prior approval of such method to

the insurer.
[1967 ¢.359 §254; 1969 ¢.336 §10]

733.770 Limitations on investments in
any one person or single parcel of real estate.
An insurer shall not have any combination
of investments in or secured by the stocks,
obligations, and property of one person,
corporation or political subdivision in excess
of 10 percent of the insurer’s assets, nor
shall it invest more than 10 percent of its
assets in a single parcel of real property or

in any other single investment. This section
does not apply to:

(1) Investments in, or loans upon, the
security of the general obligations of a sov-
ereign;

(2) Policy loans by insurers issuing life
insurance policies;

(3) Investments by a title insurer in its
title plant, or in real property not in excess
of 50 percent of the insurer’s combined capi-
tal and surplus; or

(4) Investments by a health care service
contractor in all real or personal property
used exclusively by such contractor to pro-
vide authorized health care services or in
real property used primarily for its home
office.

[Formerly 738.375]

733.780 Prohibited investments. (1) An
insurer shall not make investments:

(a) Which at the time of purchase or
acquisition are not interest-bearing or divi-
dend or income-paying, or are in default in
any respect; or

(b) From which the insurer is not en-
titled to receive for its exclusive account and
benefit the interest, dividends or income.

(2) Paragraph (a) of subsection (1) of
this section shall not apply to property ac-
quired under ORS 733.610, T733.670 or
733.680 if the property is acquired with the
intent and expectation that it will be income-
producing,

(3) An insurer shall not invest its funds
in any investment or security found by the
commissioner to be designed to evade any

prohibition of the Insurance Code.
[Formerly 738.385]
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