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ACCOUNTING

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

(1) Cash n the possession or control of the
msuret, including the true balance of any deposit
i a solvent bank or trust company

{2) Tnvestments held 1n accordance with the
Insurance Code, and due or accrued mcome 1tems
1n connection therewith to the extent considered
by the director to be collectible

(3) Premum notes, policy loans, hiens and
other hke pohcy assets on life insurance policies
and accrued interest thereon, 1n an amount not
exceeding the loan value of the pohicy

(4) Due premiums, deferred premiums,
mstalment premiums, and written obligations
taken for premiums, to the extent allowed by the
director

(5) The amount. recoverable from a remnsurer
which 15 approved or accepted under ORS
731 508 on ceded remnsurance, and amounts
recervable on assumed remsurance representing
funds withheld by a solvent ceding insurer under
a relinsurance treaty

(6) Deposits or equities recoverable from
underwriting associations, syndicates and rein-
surance funds, or from any suspended banking
mstitution, to the extent deemed by the director
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) Other assets considered by the director to
be available for the payment of losses and claims,
at values determined by the director 11967 ¢ 359
$208, 1971 ¢ 421 §18, 1979 ¢ B18 41]

733.020 Assets not allowed. In addition
to assets impledly excluoded by ORS 733 010, the
following expressly shall not be allowed as assets
m any determination of the financial condition of
an mnsurer

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

(2) Advances to officers, other than policy
loans, whether secured or not, and advances to
employes, agents and other persons on personal
secunty only

(3} Stock of such insurer owned by 1t, or any
material equity theremn or loans secured therehy,
or any materal proportionate interest n such

stock acquired or held through the ownership by
such insurer of an interest 1 another firm, cotpo-
ration or business unit

{4) Tangible personal property, except such
property as the mnsurer 15 otherwise permitted to
acquire and retain as an investment under the
Insurance Code and which 15 deemed by the
director to be available for the pavment of losses
and claims or which 15 otherwise expressly
allowable, in whole or 1n part, as an asset

{5) The amount, 1f any, by which the bock
value of any mvestment as carried m the ledger
assets of the insurer exceeds the vaiue thereof as
determined under the Insurance Code [1967 c 359
§209)

733.030 Liabilities in general. In any
determination of the finanmal condition of an
msurer, lrabtlities 1o be charged against 1ts assets
shall be calculated in accordance with the Insur-
ance Code and shall include

{1) The amount necessary to pay all of its
unpaid losses and claims meurred on or prior to
the date of the statement, whether reported or
unreported to the msurer, together with the
expenses of adjustment or settlement thereof

{2) For msurance other than specified
subsections {3) and (4) of this section, the
amount of reserves equal to the unearned por-
tions of the gross premiums charged on policies 1n
force, ealculated r accordance with the Insur-
ance Code

(3} For hife isurance policies

(a) Reserves on life insurance henefits, valued
according to the tables of mortality, rates of
interest, and valuation methods applicable
thereto whrch are adopted pursuant to the Insur-
ance Code

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

(¢) Reserves for accidental death benefits

{d) Any additional reserves considered to be
necessary by the director

{4) For health msurance pohecies, the amount
of reserves required pursuant to ORS 733 080

(5) Taxes, expenses and other obhgations due
or accrued at the date of the statement

(6) Any additional reserves for asset valua-
Lion contingencies or loss contingencies requirad
by the Insurance Code or considered to be neces-
sary by the director for the protection of pol-
wyholders and stockholders of the insurer [1967
¢ 350 §210j

733.040 Reinsurance credit The direc-
tor shall disallow as credit against the habihities
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of a ceding mmsurer any reinsurance with an
insurer not approved or accepted under ORS
731 508 [1967 ¢ 359 §211]

733.050 Increase of 1nadequate
reserves. If the director determines that an
mnsurer's reserves, however calculated or esti-
mated, are inadequate, the director shall require
the msurer to mamntamn reserves in such addi-
tional amount as 15 needed to make them ade-
quate {1967 c 359 §212]

733.060 Unearned premium reserve.
(1) Every msurer shall mamntain an unearned
premium reserve on all policies 1n force

(2) The director may require that such
reserves shall be equal to the unearned portions of
the gross premiums 1n force as calculated pro rata
on each respective risk from the policy’s date of
1ssue In the absence of such requirement, the
unearned premum reserve shall be equal to the
pro rata unearned portions of the gross premums
in force as calculated by an approximation
method approved by the director After adopting
a method of computing such reserves, an insurer
shall not change methods without approval of the
msurance supervisory official of the insurer’s
domicile

(3) This section does not apply to

(a) Manne and transportation insurance on
trip nisks not terminated

(b) Health insurance
(¢) Title insurance

(d) Home protection insurance under policies
1ssued by a home protection insurer

{(e) Lafe insurance [1967 ¢ 3569 §213, 1981 ¢ 247 §9]

733.070 Unearned premium reserve
for marine and transportation insurance
trip risks. As to marine and transportation
insurance, the entire amount of premiums on trip
risks not terminated shall be deemed unearned
The director may require the mnsurer to carry a
reserve equal to 100 percent of premmums on trip
nsks wnitten during the month ended as of the
date of statement (1967 ¢ 359 §214]

733.080 Reserves for health insurance.
For all health mnsurance pohicies the insurer
shall maintain reserves which place a sound value
on 1ts habilities under such pohicies and which are
not less than the reserves according to appropn-
ate standards set forth in rules 1ssued by the
director Except for policies of credit health
insurance, such reserves for nondisabled lves
shall not be less 1n the aggregate than the pro rata
gross unearned premums for such pohcies calcu-
lated 1n accordance with ORS 733 060 [1967 ¢ 359
§215, 1871 c 231 §18]

733.090 Unearned premium reserve
and fund for title insurance. (1) Each title
msurer shall mamntain a reserve for unearned
premiums on its policies 1n force, which shall be
charged as a hability in any determination of 1its
financial condition Such unearned premium lha-
bility shall be separate from and n addition to
the insurer’s hability for meurred but unpad
losses and loss expenses

(2) The amount of the unearned premum
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 pohicies 1ssued by 1t
durmg the preceding 15 years

(b) For each foreign or ahen title insurer, the
reserve relating to 1ts policies msuring titles to
real property in this state shall equal three per-
cent of all gross premums on such policies 1ssued
by 1t during the preceding 15 years The portion
of the unearned premium reserve of a foreign
insurer relating to 1ts policies isuring real prop-
erty located elsewhere shall be as prescribed or
permitted by the laws of the nsurer’s domicile,
unless found by the director to be inadequate for
the reasonable protection of the insurer’s pol-
1cyholders 1n this state In the event of such a
finding, the insurer shall mantain unearned pre-
mium reserves upon such business thereafter
written 1n an amount not less than the reserves
required on 1ts business 1n this state

(3) A separate and distinct fund, known as
the Tatle Insurance Unearned Premium Reserve
Fund, shall be mantained by each title insurer in
1ts treasury, as additional security to holders of its
title insurance policies The amount of the fund
shall at least equal the amount of the unearned
premium reserve hability determined 1n accord-
ance with subsection (2) of this section Thas fund
shall be 1n addition to the msurer’s deposit with
the State Treasurer and deposits required to be
maintamed with officials of other jurisdictions
The fund, to the extent of the unearned premum
reserve on business 1n 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 mnvestment of the fund
The remainder of the fund may be symilarly
invested, or may be invested as permitted by the
laws of the msurer’s domicile The nsurer shall
keep a separate record of the cash and nvest-
ments of the fund, giving complete 1dentification
of the assets belonging to the fund and showing
full particulars as to withdrawals and additions
No title insurance policies shall be 1ssued by an
nsurer during a period when 1ts unearned pre-
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tmwm reserve fund 13 helow the required amount
[1967 ¢ 349 §216)

733.095 Unearned premium reserve
for home protection insurance. A home pro-
tection insurer shall maintemn a reserve for
unearned premwums, unpaid losses and claims
incurred whether reported or unreported to the
nsurer and the expenses of adjustment or setile-
ment, of such losses and claims, 1n an aggregate
amount of not less than 40 percent of the aggre-
gate of premiums charged on the msurer's pol-
1c1es currently in force [1981 ¢ 247 311

733.100 Countingency reserve hahility
for mortgage insurance. A mortgage mnsurer
shall establish a contingency reserve habihty for
the protection of policyholders against the effect
of adverse economic cycles The contingency
reserve shall be mantained out of net premmms
received (gross premiums less premiums returned
to pohicyholders) less the unearned premum
reserve apphcable thereto The amount of the
contingency reserve shall equal 50 percent of all
such net earned premimums on policies of mortgage
insurance 1ssued by the msurer during the preced-
ing 10 years [1967c 359 5217 1969 c 682 §7)

733.119 Reserves on life insurance and
annuity policies, in general. (1} The director
shall annually value, or cause to be valued, the
reserve liabihities, or “reserves,” for all outstand-
ng life 1nsurance policies of every insurer doing
business 1n this state The director may certify
the amount of any such reserves, specifying the
mortality table or tables, rate or rates of nterest,
and methods (net level premium method, Com-
missioners Reserve Valuation Method or others)
used 1 the calculation of such reserves In the
case of an alien msurer, such valuation shall be
limited to 1ts Umited States business

(2) In calculating such reserves, the director
may use group methods and approximate aver-
ages for fractions of a year or otherwise

(3) In heu of the wvaluation of reserves
required by this section, the director has the
discretion to accept the valuation made by the
insurer In the case of any forergn or alien msurer
the director may accept any valuation made, or
caused to be made, by the insurance supervisary
official of any other jurisdiction if such valuation
complies with the minimum standard provided in
the Standard Valuation Law, and if that offrc1al
accepts as sufficient and vahd for all legal pur-
poses the certificate of valuation of the director of
this state when such certificate declares the valu-
ation to have been made 1n a specified manner
according to which the aggregate reserves would
be at least as large as 1f they had been computed

in ithe manner prescribed by the law of that
official’s junisdiction

(4) In no event shall an 1nsurer’s aggregate
reserves for all hfe insurance policies to which
ORS 733 123 applies, other than annuity and
pure endowment pohicies and excluding disablity
and accidental death benefits, be less than the
aggregate reserves calculated 1in accordance with
the Commissioners Reserve Valuation Method
and the mortality tables and rates of 1nterest used
1n calculating nonforfeiture benefits for such pol-
0188

(6) Reserves for any category of policies or
benefits may be calculated, at the option of the
wnsurer, aceording to any standards which pro-
duce greater aggregate reserves for such category
than those calculated according to the mimmum
standards provided 1n the Standard Valuation
Law In such case, with respect to the calculation
of reserves for policies to which ORS 733 123
apphes, other than annuity and pure endowment
policies, the rate or rates of interest used shall not
be higher than the corresponding rate or rates of
mterest used in calculating any nonforferture
benefits provided for 1n such policies

(6) An insurer which previously has adopted
a standard of valuation producing greater aggre-
gate reserves than those calculated according to
the mimimum standard provided i the Standard
Valuation Law may with the approval of the
director adopt another standard of valuation pro-
ducing aggregate reserves not lower than those
produced by the mammum standard [1967 c 358
§218, 1977 ¢ 520 §%, 1981 ¢ 609 §3]

733,115 Establishing reserves for vari-
able life insurance and annuity policies,
Reserves for variable life mnsurance and annuity
policies shall be established 1n accordance with
actuanal procedures that recognize the vanahble
nature of the benefits provided, any mortahty
guaranteee, and the valuation requirements of the
Standard Valuation Law [1973 ¢ 435 $24 1981 ¢ 609
§4]

733.120 Minimum reserve valuation
standard for life insurance policies issued
before operative date of Standard Nonfor-
feiture Law. The mimmum reserve valuation
standard for all hfe insurance policies 1ssued prior
to the operative date defined 1n ORS 743 204 for
the Standard Nonforfeiture Law for Lafe Insur-
ance 15 the mmmum standard provided by the
laws of this state m effect immediately prior to
that date [Formerly 739 030, 1977 ¢ 320 §10, 1981 ¢ 609 §5]

733.123 Minimum reserve valuation
standard for life insurance policies issued
on or after operative date of Standard Non-
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forfeiture Law., The mimimum reserve valua-
tion standard for all hfe insurance policies 1ssued
on or after the operative date defined in ORS
743 204 for the Standard Nonforfeiture Law for
Life Insurance comprises the Commussioners
Reserve Valuation Method defined in ORS
733 127, interest as provided 1n ORS 733 129 and
733 132 and the following tables

(1) For all policies of ordinary hife msurance
1ssued on the standard basis, excluding any dis-
abihty and accidental death benefits i such
policies

(a) The Commussioners 1941 Standard Ordr-
nary Mortahty Table for such policies 1ssued
prior to the operative date of ORS 743 216 (5)
For any category of such policies 1ssued on female
risks, all modified net premiums and present
values referred to 1n the Commussioners Reserve
Valuation Method may be calculated according to
an age not more than six years younger than the
actual age of the msured

(b} The Comrmssioners 1958 Standard Ordi-
nary Mortahty Table for such policies 1ssued on
or after the operative date of ORS 743 216 (3) but
prior to the operative date of ORS 743 215 as part
of the Standard Nonforfeiture Law for Lafe Insur-
ance For any category of such policies 1ssued on
female risks, all modified net premiums and pre-
sent values referred to mm the Commissioners
Reserve Valuation Method may be calculated
according to an age not more than six years
younger than the actual age of the msured

{¢) For such policies 1ssued on or after the
operative date of ORS 743 215 as part of the
Standard Noenforfeiture Law for Lafe Insurance

(A) The Commussioners 1980 Standard Ordi-
nary Mortality Table,

(B) At the option of the insurer for any one or
more specified plans of hfe insurance, the Com-
missioners 1980 Standard Ordinary Mortality
Table with Ten-Year Select Mortality Factors
instead of such table without Ten-Year Select
Mortality Factors, or

(C) Any mortality table for ordinary insur-
ance adopted after 1980 by the National Associa-
tion of Insurance Commissioners that 1s
approved under rules 1ssued by the director for
use n determining the mmimum reserve valua-
tion standard for such policies

(2) For all industnal hfe insurance policies
1ssued on the standard basis, excluding any dis-
abihity and accidental death benefits i such
policies

(a) The 1941 Standard Industrial Mortality

Table for such poheies 1ssued prior to the oper-
ative date of ORS 743 216 (7)

(b) For such policies 1ssued on or after such
operative date, the Commissioners 1961 Stan-
dard Industrial Mortality Table or any mortality
table for industrial hfe insurance adopted after
1980 by the National Association of Insurance
Commissioners that 1s approved under rules
1ssued by the director for use in determining the
mimmum reserve valuation standard for such
policies

(3) For individual annuity and pure endow-
ment policies, excluding any disabihity and acci-
dental death benefits 1n such policies

(a) The 1937 Standard Annuity Mortahty
Table or, at the option of the insurer, the Annuity
Mortality Table for 1949, Ultimate, or any modi-
fication of either of these tables approved by the
director, for such policies 1ssued prior to the
operative date defined in ORS 733 134 for such
policies

(b) For such policies 1ssued on or after such
operative date, the 1971 Individual Annuity Mor-
tahity Table, any individual annuity mortahty
table adopted after 1980 by the National Associa-
twn of Insurance Commissioners that 1s
approved under rules 1ssued by the director for
use 1n determiming the mimimum reserve valua-
tion standard for such policies, or any modaifica-
tion of these tables approved by the director

(4) For annuity and pure endowment benefits
purchased under group annuity and pure endow-
ment policies, excluding any disability and acci-
dental death benefits purchased under such
policies

{(a) The Group Annuity Mortality Table for
1951, any modification of such table approved by
the director or, at the option of the insurer, any of
the tables or modifications of tables specified for
individual annuity and pure endowment policies,
for such benefits purchased prior to the operative
date defined 1n ORS 733 134 for such policies

(b) For such benefits purchased on or after
such operative date, the 1971 Group Annuity
Mortality Table, any group annuity mortality
table adopted after 1980 by the National Associa-
tion of Insurance Commissioners that 1s
approved under rules ssued by the director for
use 1n determining the mimimum reserve valua-
tion standard for such benefits, or any modifica-
t1on of these tables approved by the director

(5) For total and permanent disability bene-
fits 1n or supplementary to ordinary policies, the
following tables, which shall for active lives be
combined with a mortahity table permitted for
calculating the reserves for life insurance policies

{(a) For pohcies 1ssued prior to January 1,
1961, the Class (3) Disability Table (1926)
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(b) For policies 1ssued on or after January 1,
1961, but prior te January 1, 1966,.the Class (3)
Disability Table {1926) or, at the option of the
msurer, the tables of Period 2 disablement rates
and the 1930 to 1950 termination rates of the
1452 Dhsabhity Study of the Society of Actuaries,
with due regard to the type of benefit

{¢) For policies tasued on or after January 1,
1966, the tables of Perod 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, or any tables of
disablement rates and termination rates adopted
after 1980 by the National Association of Insur-
ance Comrussioners that are approved under
rules 1ssued by the director for use 1n determining
the minimum reserve valuation standard for such
benefits

(6} For accidental death benefits in or supple-
mentary to policies, the following tables, which
shall be combined with a mortahty table permit-
ted for caleulating the reserves for Iife insurance
policies

{a} For policies 1ssued prior to January 1,
1961, the Inter-Company Double Indemnity
Moartality Table

(b} Fer pohcies 1ssued on or after January 1,
1961, but prior to January 1, 1966, the Inter-
Company Double Indemnity Mortality Table or,
at the option of the insurer, the 1959 Accidental
Death Benefits Tahble

{c) For pohcies 1ssued on or after January 1,
1966, the 1959 Accidental Death Benefits Table
or any accidental death benefits table adopted
after 1380 by the National Association of Insur-
ance Commissioners that 18 approved under rules
1ssued by the director for use 1n determining the
minunum reserve valuation standard for such
henefits

{7) For group Lfe insurance, life insurance
1ssued on a substandard basis and other special
benefits, such tables as may be approved by the
director [Formerly 733 130]

733.125 Standard Valuation Law. ORS
733 110, 733 120, 733 123, 733 127, 733 129,
733 132, 733 134, 733 136 and this section may be
cited as the Standard Valuation Law [1981 ¢ 600 §2)

733.127 Reserve Valuation Method.
The reserve valuation method which shall be
used to calculate the mimmum reserves for pol-
1c1es to which ORS 733 123 applies 1s defined by
this section, and may be cited as the Commis-
sioners Reserve Valuation Method The applica-
ble method for a given benefit plan and vear of
paolicy 1ssue 18 determined by one or more of the
followng subsections, as provided therein

(1) Except as otherwise provided m subsec-
tion {4) of this section, which reiates to ETOSBE
premium deficiency reserves, the reserve accord-
g to the Commissioners Reserve Valuation
Method for the hfe insurance and endowment
benefits of a pohiey providing for a uniform
amount of insurance and requiring the payment
of uniform premiums 13 the excess, If any, of the
pregent value at the valuation date of such future
guaranieed benefits provided for by the policy
over the present value at the valuation date of all
future modified net premrums for these benefits
The modified net premiums for these policy bene-
fits shall be such uniform percentage of the
respective policy premiums charged each year for
these benefits that the present value, at the date
of msue of the policy, of all the modified net
premiums shall equal the sum of the present value
at the policy 1ssue date of these policy benefits
and “A” minus “B,” where these amounts are
defined as follows

{a) “A” equals the net level annual premium
equal to the present value, at the date of 1ssue of
the pelicy, of these policy benefits provided for
after the first policy year, divided by the present
value at the pohey 1ssue date of an annuity of one
per annum payable on the first and each subse-
quent anmversary of the policy on which a pre-
mitn fails due However, *A” shall not exceed the
net level annual premum on the 19-vear pre-
mium whele hife plan for insurance of the same
amount at an age one vear higher than the age at
1s5ue of the subyect pohey

(b) “B” equals the net one year term premium
for these benefits provided for m the first poliey
year

{2) Except as otherwise provided in subsec-
tions (3) and (4) of this section, reserves accord-
g to the Commissioners Reserve Valuation
Method shall be calculated by a method consis-
tent with the principles of subsection (1) of this
section for

(a) Life insurance pohicies providing & vary-
ing amount of insurance or requiring the payment
of varying premiums Any extra premiums
charged because of 1mpairments or special haz-
ards shall, however, be disregarded 1n the deter-
mnation of modified net premiums

(b} Group annuity and pure endowment pol-
1cies 1ssued 1n conjunction with a retirement or
deferred compensation plan established or mam-
taned by an employer, an employe organzation,
or both However, this paragraph does not apply
to a retirement or deferred compensation plan
that provides mdiwidual retirement acecounts or
individual retirement annuities governed by sec-
tion 408 of the federal Internal Revenue Code
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{¢) Disability and aceidental death benefits in
all policies

(d) All other benefits that are not otherwise
provided tor 1 this section

(3) {a) This subsection applies to a policy
otherwise subject to subsections (1) and {2} of
this section

(A} Which 15 15sued on or after January 1,
1936,

{B) For which the pohcy premium charged
the first policy year exceeds that n the second
policy year, such difference bemg referred to 1n
this section as the “excess first year premim”,

{C) For which no additional benefit commen-
surate with the excess first year premum 18
provided 1 the first policy year, and

(D)) Which provides an endowment henefit or
a cash surrender value or a combination thereof
m an amount greater than the excess first year
premuum

{b) For such a policy, the “assumed ending
date” as used 1n this section means the first policy
anmwversary on which the sum of any endowment
benetit and any cash surrender value then avail-
able 15 greater than the excess first year premium

{¢) Except as provided in subsection (4) of
this section, the reserve according to the Com-
missioners Reserve Valuation Method for a pol-
1wy to which this subsection appliwes, for each
pohcy anmiversary on ot before the assumed end-
ing date, 15 the greater of

{A) The reserve calculated under subsections
{1} and (2) of this section, and

(B} The teserve calculated under subsections
{1} and (2} of this section but with

{1} The amount defmed hy paragraph (a) of
subsection (1) of this section being reduced by 15
percent of the amount of the excess first year
premium,

(1) All present values of benefits and pre-
miums bemng determined without reference to
benefits or prermmums provided for by the pohcy
after the assumed ending date,

{111) The pohcy being considered to mature on
the assumed ending date as an endowment, and

{1v} The cash surrender value provided on the
assumed ending date being considered as an
endowment beneht

{4)(a) If 1n any pohcy year the gross premium
charged by an nsurer on a pelicy, other than an
annuity or pure endowment pohicy, 1 less than
the valuation net premnum for the pohey caleu-
lated by the method actually used by the msurer

in determining the reserve for the poliey but
using the minimum valuation standards of mor-
tality and rate of mterest, the mimmum reserve
required for that policy according to the Commus-
sioners Reserve Valuation Method 1s the reserve
caleulated according to the mortality table, rate of
interest and method actually used by the msurer
tor that policy, or the reserve calculated by the
method actually used for that pohcy but using the
mmimum valuation standards of mortality and
rate of nterest and replacing the valuation nst
premmum by the actual gross premum in each
plicy year for which the valuation net premum
exceeds the actual gross premum, whichever
reserve is greater

{b}A) This paragraph applies to a policy to
which subsection (3) of this section apphes

(B) For such a policy, paragraph (a) of this
subsection shall be apphed as 1if the method
actually used by the msurer in determming the
reserve for the policy were the method described
n subsections {1} and (2) of this section rather
than subsection {3) of thas section The mununum
reserve at each pohcy anmversary of the pohcy
according to the Commissioners Reserve Valua-
t1on Method shall he the greater of the minimum
reserve calculated in accordance with subsection
{3) of this section and th: mmmum reserve
calculated 1n accordance with this subsection

(5)}(a) This subsection applhes to an annuity
or pure endowment pohicy other than a pohey to
which paragraph (b) of subsection (2) of this
section applies The reserve method defined by
this subsection may also be referred to as the
Commssioners Annuity Reserve Method

{b) The reserve according to the Commis-
s1oners Reserve Valuation Method for a policy to
which this subsection apphes, excluding dis-
ability and accidental death benefits mn the pol-
1cy, 15 the greatest excess, for policy periods
starting at the date of valuation and running to
successively later policy year ends, of the respec-
tive present value of future guaranteed benefits,
including guaranteed nonforfeiture benefits, over
the respective present value of future valuation
conswderations derived from future gross consid-
erations required to be paid before the end of the
respective perod

(¢) The future guaranteed benefits ghall be
determined by using the mortahty table, 1if any,
and the interest rate or rates specified n the
policy for determmmng guaranteed benefits The
valuation considerations shall be those portions
of the respective gross considerations that are
applied under the terms of the policy to deter-
mme nonforferture values
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(6)(a) This subsection apphes to

(A) A hfe insurance policy which provides for
a determination from time to time by the insurer
of the amounts of future premiums on the basis of
current estimates of future expertence

(B) A hfe mnsurance or annuity policy or
benefit which 1s of such a nature that the mim-
mum reserves cannot reasonably be determined
by the methods described in subsections (1) to (5)
of this section

(b) The minimum reserve for such a policy or
benefit according to the Commuissioners Reserve
Valuation Method shall be a reserve that com-
phes with such rules as may be 1ssued by the
drrector that require the minimum reserve to be

(A) Approprniate 1n relation to the benefits
and the pattern of premwums for that pohey or
benefit, and

(B) Calculated by a method which 1s consis-
tent with the principles of the Standard Valua-
tion Law (1981 c 609 §7)

733.129 Interest rates for minimum
reserve valuation standard. (1) The interest
rates used in the mimimum reserve valuation
standard shall be, for the policies and benefits
specified 1 this subsection, the rates defined n
this section as applicable to the particular year of
1ssue of the policy or benefit or year of increase of
the polhicy fund Such rates, referred to in the
Standard Valuation Law and the Standard Non-
forferture Law for Life Insurance as “catendar
vear statutory valuation interest rates,” shall
apply to

(a) Lafe msurance policies 1ssued on or after
the operative date defined 1n ORS 743 215 as part
of the Standard Nonforfeiture Law for Life Insur-
ance

(b} Indwvidual annuity and pure endowment
policies 1ssued on or after January 1, 1982

(c) Annuity and pure endowment benefits
purchased under group annuity and pure endow-
ment policies on or after January 1, 1982

(d) The net increase, if any, in each year after
January 1, 1982, in the amounts held under
guaranteed mnterest policies

(2)(a) Except as provided 1in paragraph (b) of
this subsection, the calendar year statutory valu-
ation interest rate, “I,” shall be determined as
follows wath the result rounded to the nearer one-
quarter of one percent

(A) For hife insurance,

I=03+W(R, - 03)+-(R, 09)
(referred to as “formula A"),
where R, 1s the lesser of R and 09,

R, 1s the greater of R and 09,

the reference interest rate defined 1n
subsection (4) of this section, and
W 1s the weighting factor defined 1n
subsection (3) of this section

(B) For single premium immediate annuities
and for immedhate annuity benefits, involving life
contingencies, ansing from single premium defer-
red and annual premium annuities with cash
settlement options or from guaranteed interest
policies with cash settlement options,

I=03+W(R- 03)

{referred to as “formula B™),

where R and W have the same meaning
as 1n subparagraph (A) of this
paragraph

(C) For single premium deferred and annual
premium annuities with cash settlement options
and guaranteed interest policies with cash settle-
ment options, valued on an 18sue-year basis

(1) Except as provided 1n subparagraph (B) of
this paragraph, formula A for “I” shall apply to
such annuities and guaranteed interest policies
with guarantee durations 1n excess of 10 years,
and

(n) Formula B for “I” shall apply to such
anmuties and guaranteed interest policies with
guarantee durations of 10 years or less

(D) For single premium deferred and annual
premium annuities with no cash settlement
options and for guaranteed interest policies with
no cash settlement options, formula B for “I”
shall apply

(E) For single premium deferred and annual
premium annuities with cash settlement options
and guaranteed interest policies with cash settle-
ment options, valued on a change-in-fund basis,
formula B for “I” shall apply

(b) For hfe imnsurance policies, if the calendar
year statutory valuation interest rate, “I,” for a
particular subject 1ssue year as determined by
formula A differs from “I” as determined by this
subsection for policies 1ssued 1n the last preceding
1ssue year by less than one-half of one percent, “I”
for the subject 1ssue year shall equal “I” as deter-
mined by this subsection for the last preceding
1ssue year For purposes of applying this para-
graph, “I” for 1ssue year 1980 for life insurance
policies shall be determined, and considered
“determined by this subsection,” by using formula
A and a reference interest rate of 8 92 percent,
and “I” shall be determined according to this
subsection for each year after 1980 regardless of
when ORS 743 215 becomes operative as part of
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the Standard Nonforfeiture Law for Life Insur-
ance

(¢) An nsurer may elect to value annuties
with cash settlemeni options and guaranteed
interest polictes with cash settlement options on
either an 1ssue-year basis or a change-mn-fund
basis Single premium deferred and annual pre-
mium annuities with no cash settlement options
and guaranteed nterest pohicies with no cash
settlement options must be valued on an 1ssue-
year basis As used n this section

{A) The “i1ssue-year” basis of valuation means
a valuation basis under which the interest rate
used n the minimum reserve valuation standard
1s fuxed for the entire duration of the annuity or
guaranteed 1interest policy at the calendar year
valuation interest rate for the year of 1ssue of the
policy, and

(B) The “change-in-fund” basis of valuation
means a valuation basis under which the interest
rate used 1n the mimimum reserve valuation stan-
dard 1s apphcable to each change 1n the fund held
under the annuity or guaranteed mterest pohcy
and 1s fixed at the calendar year valuation inter-
est rate for the calendar year of such change

(3) The weighting factor, “W,” referred to n
the formulas for “I” in subsection (2) of this
section shall be determined as follows

{a) For life insurance,

Guarantee Duration Weighting
Factors (W)
10 years or less a0
More than 10 years but
not more than 20
years 45
More than 20 years 35

where “guarantee duration” means the maximum
number of vears the hfe mmsurance can remam 1n
force under the original policy on a basis guaran-
teed m the policy, or under options to convert to
plans of hfe insurance with premum rates or
nonforfeiture values or both which are guaran-
teed 1n the onginal pohicy

(b) For single premium 1mmediate annuities
and for immediate annuity benefits, involving hife
contingencies, arising from single premium defer-
red and annual premwum annuities with cash
settlement options or from guaranteed nterest
policies with cash settlement options,

W = 80

(c) For single premium deferred and annual
premium annuities and guaranteed interest pol-
1c1es, except as provided in paragraph (b} of this
subsection, “W” shall be determined from sub-
paragraphs (A), (B) and (C) of this paragraph,

according to the rules and definitions in sub-
paragraphs (D) and (E) of this paragraph

(A) For annwities and guaranteed inierest
pohicies valued on an 1ssue-year basis,
Weighting Factor {W}

by
Plan Type

Guarantee Duration PlanA PlanB PlanC
5 years or less 80 80 50
More than 5 years, but not

more than 10 years 78 b0 50
More than 10 yeats, but

not mere than 20 years 65 50
More than 20 years 45 35 35

(B) For anmnties and
guaranteed mterest
pohicies valued on a
change-in fund basis,
“W” equals

the factor shown in
subparagraph (A) of
this paragraph
increased by 15 25 05
For annuities with cash
settlement options and
guaranted nterest
pohicies with cash
settlement options,
valued on an 153ue-year
basis, which do not
guarantee interest rales
on considerations which
are recewed more than
one year after policy
1ssue, and for annuities
and guaranteed interest
policies, valued on a
change-in-fund basis,
which do not guarantee
mterest rates on
considerations which
are received more than
one year beyond the

v aluation date, “W”
equals the factor shown
1 subparagraph (A) of
this paragraph, or
derived 1n subparagraph
(B) of this paragraph 1if
apphicable, increased

by 05 05 05

(D) For single premium deferred and annual
premium annuities with cash settlement options
and guaranteed mnterest policies with cash settle-
ment options, the “guarantee duration” used m
determining “W” 1s the number of years for which
the policy guarantees interest rates which are n
excess of the calendar year statutory valuation
mnterest rate that applies to life insurance policies
of the same issue year which have a “guarantee
duration” as defined for life insurance which 1s 1n

5]
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excess of 20 years For single premium deferred
and annual premium annuities with no cash set-
tlement options and guaranteed interest policies
with no cash settlement options, the “guarantee
duration” used 1n determining “W” 15 the number
of years from the date of policy 1ssue to the date
annuity benefits are scheduled to commence

{E) “Plan Type” as used in determining “W”
15 defined as follows

(1) Under Plan Type A, at all times the
policyholder either cannot withdraw funds or
may withdraw funds only (1) with an adjustment
to reflect changes 1n interest rates or asset values
smce receipt of the funds by the insurer, (2)
without such an adjustment but in instalments
over five years or more, or (3) as an immediate hfe
annuity

(1) Under Plan Type B, before expiration of
the interest rate guarantee the pohcyholder exther
cannot withdraw funds or may withdraw funds
only (1) with an adjustment to reflect changes in
Interest rates or asset values since receipt of the
funds by the insurer, or (2) without such an
adjustment but 1n instalments over five years or
more After the expiration of the interest rate
guarantee, funds may be withdrawn without such
an adjyustment 1n a single sum or 1n mstalments
without 2 minimum period

(1) Under Plan Type C, the pohicyholder
may withdraw funds before expiration of the
Interest rate guarantee 1n a single sum or
instalments over less than five years exther (1)
without an adjustment to reflect changes 1n inter-
est rates or asset values since receipt of the funds
by the insurer, or (2) subject only to a fixed
surrender charge stipulated in the policy as a
percentage of the funds

(4)(a) The reference interest rate, “R,”
referred to in the formulas for “I” 1n subsection
(2) of this section shall be the appheable one of
the following averages except as provided 1n para-
graph (b) of this subsection

(A) For Iife insurance, the lesser of the aver-
age over the period of 36 months and the average
over the pertod of 12 months, each ending on
dJune 30 of the year next preceding the year of
policy 1ssue, of the Moody’s Corporate Bond
Yield Average Monthly Average Corporates as
published by Moody’s Investors Service, Inc

(B} For single premum immediate annuities
and for immediate annuity benefits, involving life
contingencies, arising from single premium defer-
red and annual premium annuities with cash
settlement options or from guaranteed interest
pohcies with cash settlement options, the average

over the period of 12 months, ending on June 30
of the year of policy 1ssue, of the Moody’s Corpo-
rate Bond Yield Average - Monthly Average Cor-
porates as published by Moedy's Investors
Service, Inc

(C) For single premium deferred and annual
premium annuities with cash settlement options
and guaranteed interest policies wath cash settle-
ment options, valued on an 1ssue-year basis, with
a guarantee duration as defined for determining
“W” 1n excess of 10 years, except as provided 1n
subparagraph (B) of this paragraph, the lesser of
the average over the period of 36 months and the
average over the period of 12 months, each ending
on June 30 of the year of policy 1ssue, of the
Moody’s Corporate Bond Yield Average Monthly
Average Corporates as published by Moody's
Investors Service, Inc

(D) For single premium deferred and annual
premum annuities with cash settlement options
and guaranteed interest pohcies with cash settle-
ment options, valued on an 1ssue-year basis, with
a guarantee duration as defined for determining
“W” of 10 years or less, except as provided in
subparagraph (B) of this paragraph, the average
over the period of 12 months, ending on June 30
of the year of policy 13sue, of the Moody’s Corpo-
rate Bond Yield Average - Monthly Average Cor-
porates as published by Moody’s Investors
Service, Inc

{E) For single premium deferred and annual
premium annuities with no cash settlement
options and for guaranteed nterest policies with
no cash settlement options, except as provided 1n
subparagraph (B) of this paragraph, the average
over the period of 12 months, ending on June 30
of the year of policy 1ssue, of the Moody’s Corpo-
rate Bond Yield Average - Monthly Average Cor-
porates as published by Moody’s Investors
Service, Inc

(F) For single premum deferred and annual
premwm annuittes with cash settlement options
and guaranteed interest policies with cash settle-
ment options, valued on a change-in-fund bass,
except as provided in subparagraph (B) of this
paragraph, the average over the period of 12
months, ending on June 30 of the year of the
change 1n the fund, of the Moody’s Corporate
Bond Yield Average - Monthly Average Corpo-
rates as published by Moody’s Investors Service,
Inc

{(b) In the event the Moody’s Corporate Bond
Yield Average - Monthly Average Corporates 1s
no longer pubhished by Moody’s Investors Serv-
1ce, Inc, or in the event the National Association
of Insurance Commissioners determines that the
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Moody's Corporate Bond Yield Average -
Monthly Average Corporates as published by
Moody’s Investors Service, Inc 1s no longer
appropriate for the determination of the refer-
ence nterest rate, an alternative method for
determination of the reference interest rate
which 1s adopted by the National Association of
Insurance Commssioners and by rules 1ssued by
the director may be substituted for the method
provided in paragraph (a) of this subsection {1981
¢ 609 §9)

733 130 [Formerly 739 035, 1969 ¢ 431 §1, 1873 ¢ 636
§1, 1977 ¢ 320 §11 1981 ¢ 609 §6 renumbered 733 123]

733.132 Interest rates in minimum
standard for valuation of insurance pol-
icies. For hfe nsurance, this section apphes
only to pohcies 1ssued on or after the operative
date defined in ORS 743 204 for the Standard
Nonforfeiture Law for Life Insurance, but prior
to the operative date defined m ORS 743 215 as
part of such law For annuity and pure endow-
ment policies, this section apphes only to pohicies
1ssued on or after the operative date defined 1n
ORS 743 204 but prior to January 1, 1982 For the
purpose of this section the defimition of “policy” 15
modified as provided in ORS 733 136 (2) The
mnterest rates i1 the mimimutn reserve valuation
standard for all such pohicies are as follows

(1) For Lfe insurance policies, excluding
annuity and pure endowment policies, 1ssued

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

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

(A) For single premwum policies—four per-
cent

(B) For other policies—three and one-half
percent

(¢} From January 1, 1974, to December 31,
1977 —{four percent

{(d) On or after January 1, 1978

(A) For single premwm policies—five and
one-half percent

(B) For other policies—four and one-half
percent

(2) For annuity and pure endowment pohcies
15sued

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

{b} From January 1, 1969, to the operative
date defined 1n ORS 733 134 for the use of a 1971
Annuity Mortalhity Table for such policies

(A) For single premum 1mmediate policies,
and deferred annuity and pure endowment bene-

fits purchased under group anmuity and pure
endowment policies---four percent

(B) For other policies—three and one-half
percent

(¢) From the operative date defined n ORS
733 134 for such policies to December 31, 1977

(A) For single premium 1mmediate pohicies,
and deferred annuity and pure endowment bene-
fits purchased under group annuity and pure
endowment policies—s1x percent

(B) For other polhicies—four percent

(d) On or after January 1, 1978, or the oper-
ative date defined mn QRS 733 134 for such poi-
1c1es 1if later

(A) For single premium 1mmediate polhcies,
and deferred annuity and pure endowment bene-
fits purchased under group annuity and pure
endowment policies—seven and one-half percent

(B) For individual single premum deferred
annuity and pure endowment policies—five and
one-half percent

(C) For other policies—four and one-half
percent [1973 c 636 $3 1977 ¢ 320 §12, 1981 ¢ 609 §8]

733.134 Election by msurer to use

1971 Individual Annuity Mortality Table.

An nsurer may file with the director a wntten
notice of 1ts election to use

(1) The 1971 Individual Annuity Mortahty
Table, or a modification thereof approved by the
director, after a specified operative date no earher
than January 1, 1974, and no later than January
1, 1979, for individual annuity and pure endow-
ment pohcies The operative date for such use
shall be January 1, 1979, 1f no specified operative
date 15 so elected

(2) The 1971 Group Annuity Mortality
Table, or any modification thereof approved by
the director, after a specified operative date no
earlier than January 1, 1974, and no later than
January 1, 1979, 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 specified
operative date 1 so elected {1973 ¢ 636 §4. 1981 ¢ 609
§10]

733.136 Certain life insurance benefits
as annuity or pure endowment policies;
date of purchase as date of issuance. (1) For
the purposes of the Standard Valuation Law, and
notwithstanding ORS 731 154 and 731 170, bene-
fits under optional modes of seitlement of hfe
insurance proceeds are considered annuity or
pure endowment policies to the extent such bene-
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fits substantially have the actuamal charac-
teristics of such policies

(2) For the purposes of the Standard Valua-
tien Law, annuity and pure endowment benefits
purchased under group annuity and pure endow-
ment policies, and hie insurance benefits pur-
chased on a single premium basis under group hie
Insurance policies, are considered policies 1ssued
on the date of such purchases [1973 ch36 5, 1981
c 809 §11)

733.140 Disallowance of “wash” trans-
actions. (1) The director shall disallow as an
asset or as a credrt against liabilities any rem-
surance found by the director after a hearing
thereon to have been arranged for the purpose
principally of deception as to the cedmg insurer’s
hinancial condition as of the date of anv financial
statement of the insurer Without hmiting the
general purport of the foregoing provision, rein-
surance of any substantial part of the msurer’s
outstanding risks contracted for mn fact within
four months prior to the date of any such finan-
caal statement and canceled i fact withmn four
months after the date of such statement, or
remsurance under which the reinsurer bears no
substantial insurance risk or substantial rgk of
net loss to tself, shall prima facie be deemed to
have been arranged for the purpose principally of
deception

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

(2) Not tc be 1n good faith the property of the
msurer, and

(b) Nat freely subject to withdrawal or Liqui-
dation by the isurer at any tume for the payment
or discharge of claims or other obhgations arismg
under 1ts policies, and ’

(¢} To be resulting from arrangements made
principally for the purpose of deception as to the
nsurer’s fmancial condition as of the date of any
financial statement of the msurer (1967 ¢ 350 §221]

733.150 Alternative accounting for
assets and liabilities. Assets may be allowed
as deductions from corresponding liabilittes, ha-
bilities may be charged as deductions from assets,
deductions from assets may be charged as lia-
bilities, and deductions from habilities may be
allowed as assets, m accordance with the form of
annual statement prescribed by the director, or
otherwise in the discretion of the director (14987
¢ 358 §222) )

733.160 Valuation of various assets.
(2) All amply secured obligations having a fixed
term and rate of interest held by an insurer shall

be valued on either the basis specified 1n para-
graph (a} or (b} of this subsection, as elected hy
the msurer

(a) If purchased at par, at the par value, 1f
purchased above or below par, on the basis of the
purchase price adjusted so as to bring the value to
par at maturity and s¢ as to yield in the meantime
the effective rate of interest at which the pur-
chase was made, or mn leu of such method,
gecording to a method of valuation elected by the
msurer and approved by the director Unless
otherwise provided by valuation approved by the
director, no obligation shall be carried at a value
above the call price for the entire 1ssue during any
period within which the obligation may be so
called, or

{b} At market value or book value, but i no
event at an aggregate value exceeding the aggre-
gate of the values calculated according to para-
graph {(a} of this subsection

(¢} Purchase price shall in no case be a higher
amount than the actual market value at the time
of purchase, plas actual brokerage, transfer,
postage or express charges paid in the acquisition
of such obhgations

(2){a) Except as provided in paragraph (h) of
this subsection, securities other than obligations
held by an 1nsurer may be valued at their market
value 1f market value, 1n the judgment of the
director, can reasonably be ascertammed Other-
wise, they shall be valued at thewr farr value
determmed by a generally accepted method of
appraisal or, 1n the msurer’s discretion, at cost
when cost 1s lower than market value or such
appraised value Preferred or gpuaranteed stocks
while paying full drvidends may be carred at a
fixed value 1n heu of market value, according to a
method of computation approved by the direcior

{b} Securities, other than obhgations, whose
1ssuer 15 a subsidiary of, or 15 under common
ownership or control with, the holding nsurer
shall be valued according to a method of com-
putation approved by the director

(3) Real property shall be valued as follows

(a) Real property acquired pursuant to a
mortgage loan or contract of sale shall be valued
at an amount not greater than the unpaid prin-
cipal of the defavlted loan or contract at the date
of such acquisiticn, together with any taxes and
expenses paid or mcurred 1 connection with
such acquisition, and the cost of improvements
thereafter made by the msurer and any amounts
thereafter paid by the msurer on assessments
levied for improvements n connection with the
property
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(b) Other real property held by an insurer
shall be valued at an amount not 1n excess of the
cost of the acquired property and the cost of
improvements thereafter made by the nsurer,
less a reasonable allowance for depreciation

(4) Purchase money mortgages on real prop-
erty referred to in paragraph (a) of subsection (3)
of this section shall be valued 1n 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 1s less

(5) Other assets shall be valued at cost of
acquisition less any repaid portion thereof, unless
the director determines that another value 1s
proper [1967 ¢ 359 §223, 1971 ¢ 231 £19]

733.170 Accounts and records. An
insurer shall keep 1ts books, records, accounts and
transaction source data 1n such manner that the
director may readily verify its statements of
financial condhition and ascertan whether the
insurer 1s unimpanired, has given proper treatment
to policyholders and has comphed with the Insur-
ance Code [Formerly 738 430]

733 180 [Formerly 739075 repealed by 1873 ¢ 435
§27]

733 190 ([Formerly 739 080, repealed by 1973 ¢ 435
§27]

733 200 [Formerly 739 085, repealed by 1973 c 435
§271

733.210 Director’s determinations. In
making any determination or prescribing rules
relating to 1tems such as are reported in the form
of annual statement required to be filed by an
msurer, the director shall give consideration to
the pertinent recommendations made from time
to time by the National Association of Insurance
Commussioners, and to customary and general
practice 1 insurance accounting [1967 c 359 §228]

733.220 Establishment and regulation
of separate accounts to fund life insurance
or annuities. (1) A domestic insurer author-
1zed to transact life insurance may establish one
or more separate accounts and may allocate
thereto amounts, mcluding but not hmted to
proceeds apphed under optional modes of settle-
ment or under dividend options, to provide for
life 1nsurance or annuities or benefits incidental
thereto payable in fixed or vanable amounts or
both

(2) The income, gains and losses, realized or
unreahized, 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 insurer

(3) Except with the approval of the director,
and under the conditions the director may pre-

scribe as to investments and other matters that
shall recognize the guaranteed nature of the bene-
fits, assets representing reserves for benefits
guaranteed as to dollar amount and duration, and
for funds guaranteed as to principal amount or
stated rate of interest, shall not be maintained in
a separate account

(4) Unless otherwise approved by the direc-
tor, and notwithstanding ORS 733 160, assets
allocated to a separate account shall be valued at
their market value on the date of valuation or, if
there 15 no readily available market, they shall be
valued as provided under the terms of the policy,
the rules or other written agreement apphcable to
the separate account Except as may be otherwise
prescribed by the director under subsection (3} of
this section, however, the portion 1if any of the
assets of a separate account equal to the mnsurer’s
reserves for guaranteed benefits and funds shall
be valued 1n accordance with the rules applhcable
to the insurer’s general assets

(5) Amounts allocated to a separate account
mn the exercise of the power granted by this
section are owned by the nsurer, and the msurer
15 not, nor shall 1t hold 1tself out to be, a trustee
with respect to such amounts If, and to the
extent, 1t 1s so provided under the apphicable
pohicies, the portion of the assets of a separate
account which equals the reserves and other pol-
icy liabiities for such account shall not be
chargeable with habihities anising out of any other
business the insurer conducts

(6) No sale, exchange or other transfer of
assets may be made by an insurer between any of
1ts separate accounts or between any other
investment account and one or more of 1ts sepa-
rate accounts unless

{a) In the case of a transfer into a separate
account, the transfer 1s made solely to establish
the account or to support the operation of the
policies applicable to the account,

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

(¢) The transfer is made mn the form of cash
or, with the approval of the director, securities
having a readily determinable market value

(7) The same separate account may not be
used for both vanable annuities and variable life
nsurance

(8) The nsurer shall mamntan in each sepa-
rate account assets with a value at least equal to
the reserves and other policy liabihues for such
account [1973 ¢ 435 §6]

733.230 Transactions of separate
accounts registered with Securities and
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Exchange Commission, application of laws
and rules to members of separate account
management committee. (1) Notwithstand-
1ng any other provismons of law a domestic msurer
may

{a) With respect to a separate account regis-
tered with the federal Securities and Exchange
Commission as a unit wvestment trust, exercise
voting rights, in connection with any securities of
aregulated wivestment company registered under
the Federal Investment Company Act of 1940 and
held in such account, 1n accordanee with mstrue-
tions from persons having interests 1n such
account, ratably as determined by the nsurer,
and

{b}) With respect to a separate account regs-
tered with the federal Secunties and Exchange
Comumuission as a management mvestment com-
pany, establish for such account a committee,
board, or other body, the members of which need
not be otherwise affihated with the insurer and
may be elected by the vote of persons having
wnterests 1n such aceount, ratably as determined
by the insurer Such committee, board or other
hody may have the power, exercizable alone or 1n
conjunciion with others, to manage the separate
account and the investment of 1ts assets

(2) The msurer or such commttee, board or
other body may make such other provisions in
respect to the separate account as may be consid-
ered necessary to comply with any apphcable
federal or state laws, 1f the director approves such
provisions as not betng hazardous to the insurer's
policyholders or the public 1n this state

(3) Any provision of the Tnsurance Code or
rule of the director apphcable to the officers ar
directors of an insurer and relating 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 msurer nor any
member of the comnuttee, board or body of a
separate account shall recetve directly or indi-
rectly any commission or any other compensa-
tion with respect to the purchase or sale of assets
of the separate account [1973 ¢ 425 §7)

INVESTMENTS

733.510 Investments of insurers. (1)
Funds of a domestic msurer shall be mvested,
remvested and used 1n the manner and subject to
the conditions, restrictions and hmitations set
forth in ORS 733 510 to 733 780

(2} Investments of a foreign or alien msurer
whuch would be suthorized for a iike domestic
mnsurer shall be allowed as assets 1n any determ:-

nation of its financial condition Other invest-
ments of a foreign or ahien insurer which are
authorized by the laws of 1ts domicile may be so
allowed at the discretion of the director [Formerly
738 235]

733.520 Current gperating require-
ments exempted. Funds of an insurer neces-
sary to satisfy normal current operating
requirements are not subject to ORS 733 510 to
733 780 Normal current operating requirements
mciude, but are not hmited to, the acquisition of
persohal property necessary or convenlent 1n the
operation of the insurer’s business [1967 « 359 §230)

733.530 “Corporation,” “sovereign,”
“political subdivision” defined, As used 1n
ORS 733 510 to 733 780

{1) “Corporation” means a corporation, joint
stock association or busitiess trust orgamzed and
existng under the laws of a sovereign

{2) “Sovereign™ means the United States, ora
state, or Canada or a province thereof

(3) “Political subdivision™ means an incorpo-
rated county, city, town, village, mumcipality, or
subdivision thereof, or a public corporation, dis-
trict, agency, commission, authomty or mnstru-
mentality, ot subdivision thereof [1857 ¢ 350 §231)

733 540 “Obligation” defined. As used
m QRS 733 510 to 733 780, “obhgation” means a
bond, debenture, note, warrant, certificate or
othet evidence of indebtedness [1967 ¢ 359 §232)

733.560 “Amply secured obligation™
defined. As used 1n ORS 733510 to 733 780,
“amply secured obligation” means an obligation
which 15 not 1n default and as to which no default
18 uniminent, and which satishies the reguire-
ments of one ot more of the following subsections

(1) An obhgation of a savereign or pohitical
subdivision thereof, 1f 1t 1s issued, assumed or
guaranteed by the governmental umt mwvolved
and 15 payable either from

(a} Taxes levied or which may be ievied by
such governmental umit, or

{b} Adequate special revenues pledged or oth-
erwise appropriated or requared by law to be used
for the purpose of such payment, provided the law
authorizing the 1ssuance of the obligation
requires that adequate rates be fixed, maintained
and collected at all times so as to produce suffici-
ent revenue or earmings to pay all operating
eXpenses, mawntenance charges, and the prn-
cipal, mterest and dividends on the obhgation
An obligation payable solely out of special assess-
ments on real property benefited by local
improvements shall not be considered amply
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secured unless the total amount so payable 15 less
than 50 percent of the market value of the real
property (including any 1mprovements therson)
and constitutes a hien on such property

(2} An obligation wsued, assumed or guaran-
teed by a corporation, if the corporation 1s sol-
vent, has not been n default on any of 1its
obhgations during the preceding three years, and
if the obhigation 15 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 mcluded withanh the provi-
g1ons of ths subsection

(3) An obligation found to be amply secured
under regulations duly promulgated by the direc-
tor In making such regulations the director shall
give consideration to regulations pertainmng to
amply secured obhgations 1ssued from time to
time by the National Association of Insurance
Commissioners, and shall consider the financial
condition of the 1ssuing, assuming or guarantee-
ing corporation as well as the existence or absence
of any pledge of property as security [1967 ¢ 359
5§29

733.560 “Unencumbered” defined. As
used 1n ORS 733 510 to 733 780, “unencumbered”
means the nonexistence of any lien, burden or
charpe having prionty over the lien securing the
insurer’s mvestment The followmg shall not be
consilered encumbrances on real property or
leasehald 1nterests therein

{1) Reservations of mineral, o1l or tumber
rights, easements, rights of way, sewer nights or
nghts of walls

(2) Liens for taxes or assessments not delin-
quent

(3) Building restrictions or other restrictive
covenants common to the communmty

{4) Where the loan 13 secured by a hen upon
real property, a lease under which rents or profits
are reserved to the owner, if m any event the
security for the loan would be a first hen upon the
real property except for such lease

(5) Where the loan 15 secured by a lien on &
leasehold, a prior lien on the real property, pro-
vided the security for the loan 1s a first hen upon
the leasehold and there exists no provision pre-
venting the msurer from continuing the lease 1n
force for the duration 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 praperiy”
defined. As used m ORS 733 510 to 733 780,
“smproved real property” means

{1) Farmland used for tillage, crop or pasture,

{2) Real estate on which permanent umprove-
ments, or improvements under construction or n
process of construction, smtable for residence,
nstitutional, commercial or indusirial use, are
situated, and

{3) Real estate to be developed for the use or
uges set forth 1 subsection {2) of this section on
which improvements, or improvements under
construction or m process of construction, such
as streets, sidewalks, sewers and utihties which
will become an integral part of such development,
are situated or abut [1967 ¢ 358 §235)

733.575 Prohibited use of funds as
compensating balances. Except as providedin
ORS 733 578, funds of an insurer shall not be
used as compensating balances for loans to other
persons, or otherwise pledged for the benefit of
other persons [1975 ¢ 232 §2]

733.5678 Conditions necessary for
investments used to provide compensating
balances. Investments of an msurer of the kind
described 1n ORS 733 850 (4) that are made for
ithe purpose of providing compensating balances
for other persons will not be prohibited by ORS
733 575 or 733 780 whale the following conditions
are met

(1} The investment 1s made 1n the name of
and remains the sole property of the insurer,

{2) The 1nvestment 18 not subject to appro-
priation n any manner by any person, incladmg
the person for whom the compensating balance 1s
being provided, the mnstitution n whach the
deposit 18 made and other creditors of such per-
s0ns,

{(3) The msurer holds an rrevocable written
walver from the depositary wnstitution, in a form
satisfactory to the director, waiving all right, title
and interest mn or to any set-off, banker's ar
stmilar hen or other secunty interest in such
investment or any funds represented thereby,

{4) The investment 1s unrestricted as to nght
of withdrawal except for such restrictions as may
be usual and customary for such investments
under ORS 733 650 (4} when no compensating
balance 15 involved, and

{5) The mnsurer 1s recerving & reasonable fee,
taking 1nto consideration its return on other
funds, for providing the compensating balance
wnvolved (1975 ¢ 232 §3]

733.580 Investment of required cap-
italization. (1) Funds of an insurer at least equal
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to 1ts required capitahzation shall be invested and
kept invested as follows

(a} In amply secured obligations of the
United States, a state or a political subdivision of
this state

(b} In loans secured by first hens upon
mmproved, unencumbered real property (other
than leaseholds) 1n this state where

(A) The hen does not exceed 50 percent of the
appraised value of the property and the loan 1s for
a term of five years or less,

(B) The hen does not exceed 66-2/3 percent
of the apprased value of the property provided
there 1s an amortization plan mortgage, 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 15 insured or guaranteed
by the Federal Housing Administration, the
United States Veterans' Admimistration, or
under Title I of the Housing Act of 1949 (provid-
ing for slum clearance and redevelopment proj-
ects) enacted by Congress on July 15, 1949

(¢} In certificates of deposit or other invest-
ments described in ORS 733 650 (4), to the extent
such investments are insured by the Federal
Deposit Insurance Corporation or the Federal
Savings and Loan Insurance Corporation

(2) Investments made pursuant to this sec-
tion shall be kept free of any hen or pledge The
term “hen or pledge” as used 1n this section shall
not mclude a deposit of securities with a sov-
ereign, nor assets held 1n trust for the benefit or
protection of all or any class of policyholders of an
msurer |Formetly 738 238]

733.590 Investment in obligations of
sovereign, politieal subdivision thereof or
corporation. Funds of an insurer may be
invested in amply secured obligations of a sov-
ereign, political subdivision thereof or corpora-
tion Expressly included, but not by way of
limitation, are obhgations of the following federal
agencies and authorities Federal 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
Intermediate Credit Banks [Formerly 738 245]

733.600 Investment in mortgage loans.
(1) Funds of an insurer may be mvested 1n

{a) Loans secured by first hiens upon
improved, unencumbered real property (other

than leaseholds) 1n the manner and subject to the
same terms and conditions set forth mn ORS
733 580 (1}(b}, except that the property may be
located within the boundares of any sovereign,
for loans described 1in subparagraph (B) of such
paragraph, the maximum permitted ratio of the
loan to the appraised value shall be 80 rather than
66-2/3 percent, and the maximum term of the
loan shall be 30 rather than 25 years

{(b) Loans secured by first hens upon a lease-
hold of improved, unencumbered real property
located within the boundanes of any sovereignf

(A} The leasehold has a period of not less
than 20 years to run from the date of the loan,
mclusive of the term which may be provided by
an enforceable option of renewal, 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 pay-
ments to be made by the borrower on the prin-
cipal thereof at least once 1n each year 1n amounts
sufficient to completely amortize the loan within
a period of four-fifths of the term of the leasehold,
and the insurer 1s entitled to be subrogated to all
rights of the lessee under the leasehold, or

(B) The investment 1s insured or guaranteed
in the manner provided in ORS 733 580
(1)(b)C)

(2) A loan upon the securnty of real property
or a leasehold interest therein which 1s a par-
ticipation 1n or a part of a series or 1ssue shall not
be made unless the msurer holds a senior par-
ticipation or sumilar security interest in the mort-
gage or deed of trust miving 1t substantially the
rights of a first mortgagee

(3) Nothing 1n ORS 733 510 to 733 780 shall
prohibit an insurer from renewing or extending a
proper loan secured by a first hen upon real
property or a leasehold interest theremn made
pursuant to this section or to ORS 733 580 for the
original or a lesser amount even though such
amount 1s a greater percentage of the current fair
market value of the real property or leasehold
than would otherwise be permitted under such
sections [Formerly 738 255]

733.610 Investment in real property.
(1) Funds of an insurer may be mvested in
income-producing real property, leases thereon or
vendors’ interests therein under contracts of sale
Real property and leaseholds so acquired may be
leased or sublet

{2) Funds of an insurer may be invested in
real property that the insurer intends to improve,
as described 1n ORS 733 570 (2), for resale, with-
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out regard to whether the property is wncome-
producing and without regard 1o ORS 733 780
(1}{a) Funds invested under this subsection shall
not exceed 10 percent. of the msurer’s assets, and
funds nvested under this subsection or ORS
733 670 shall not exceed 1n the aggregate the
excess of the insurer’s assets over all habiities
and required capitaliration

-

(3) Real property may also be acquired by an
nsurer

{(a) For 1ts own business use or to protect or
enhance other real property acquired and held
under ORS 733 510 to 733 780, or

{b) In satisfaction or hquidation of obhga-
twns previously owned, or 1n exchange or part
payment for property previously owned, or as a
dividend, or by @ift, devise, merger or conschda-
tion

{4) Real property acquired under subsection
{1) or (3} of this section shall be disposed of
within five years after 1t ceases to be ncome-
producing or to be used by the insurer for 1ts
husiness operation, whichever 1s later Real prop-
erty acquired under subsection (2) of this section
ghall be disposed of within five years after
acquisition However, any real property acquired
in accordance with this section that qualifies as
an investment under ORS 733 510 to 733 780
may be retamned and held if approved as an
investment m the manner prescribed by ORS
733 730 and 733 740 The director may extend
the time limit prescribed 1n this subsection if the
interests of the nsurer will suffer by a “forced
sale” of the property [Formerly 738 265 197% ¢ 846 §1]

733.620 Investment in stocks of corpo-
ration. (1} Funds of an msurer may he mvested
i stocks (ancluding trust certificates) of solvent
corporations organ:zed and carrying on a busi-
ness under the laws of a sovereign as follows

{(a) Preferred or guaranteed stocks 1f the
corporation 1s not i default or arrears as to any
preferred or guaranteed dividend and has contin-
uously and regularly paid such dividends during
the preceding three vears or-has’paid cash divi-
dends for five years on common stock

(b} Commeon stocks 1f

{A) The obligations and preferred stock, if
any, of such corporation are ehigible for mvest-
ment 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 15 registered on a national
securities exchange regulated under the
Securities Exchange Act, or 1if of a type not

commonly so registered s regularly traded on a
hiroad national ¢r regional basis

(2} An nsurer shall not invest so as to own or
control more than five percent of the voting
power outstanding of a cotporation, nor shall 1t
mvest 1n the chligations or stocks of a corpora-
tion 1f the nsurer, directors, trustees and officers
own or control, or as a result thereof shall own
and contral, 1n the aggregate more than 30 per-
cent of the voting power [Formerly 738 275]

733 630 Investment in stocks or obliga-
tions of subsidiaries. (1) Except as provided
1 subsectzons (2) and (3) of this section, funds of
an msurer may be invested mn the stocks or
oblhigations of one or mare corporations without
regard to the provisions and hmitations of ORS
733 530, 733 620, 733 770 and 733 780 {1){a) if
such a corporation 15 engaged, or will be engaged,
i1 the kind of business or activity which 15 related
to the msurance business as described mn ORS
733 635, provided B0 percent or more of the
shares of such corporation having voting powers
are owned by the msurer either by itself or with
prior approval of the director i cooperation with
one or more other persons

{2) Except as provided m subsection (4) of
this sectwon, the amount of funds so invested shall
not exceed, mn the aggregate, 50 percent of the
amount of the wnsurer’s combined capital and
surplus, unless such investment 15 made pursuant
to a plan of accquusition which has been approved
by the director

{3) The lmitastions of ORS 733 770 shall
apply to funds invested 1n a subsichary described
mn ORS 733 635 (3) to (12}

f4) Funds invested 11t one or more subsidiary
corporations described i ORS 733 635 (9) shall
not be subject to the hmitation prescribed 1
subsection (2) of this section and shall not be
considered mn determunng the aggregate himita-
tion presented mn subsection (2) of this section
[1967 c 358 §241, 1969 ¢ 255 §1]

743.635 Approved activities of corpo-
rations in which investments authorized.
Investments authorized by ORS 733 630 may be
made 1n corporations engaged, or which will be
engaged, in one or more of the following nsur-
ance or ancillary businesses

(1) Anyv kind of insurance business author-
1zed by the junsdiction 1m which 1t 18 mncorpo-
rated

{2) Any kind of business primarily related to
the msurance busimess carried on by the parent

(3) Acting as an 1nsurance agent for its parent
or for any of 1ts parent’s msurer subsichanes or
mntermediate insurer subsidianes

700



ACCOUNTING AND INVESTMENTS

733.650

{4) Tnvesting, rewnvesting or trading 1n
securities for 1ts own account, that of 1ts parent,
any subsidiary of its parent, or any affihate or
subsichary

(5) Management of any investment company
subject to or registered pursuant to the Federal
Investment Company Act of 1949, as amended,
including related sales and services

{6) Actmg as a broker dealer subject to or
remstered pursuant to the Securities Exchange
Act of 1934, as amended

(7} Rendering mvestment advice ta govern-
ments, government agencies, corporatlions or
other organizations or groups

(8) Rendering other services related to the
operations of an msurance business including,
but not himted 1o, actvanal, ioss prevention,
safety engineering, data processing, accounting,
claims, apprasal and collection services

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

{10} Acting as admimistrative agent for a
government instrumentality which 1s performmg
an msurance function

{11} Finaneing of mmsurance premums

(12) Owming a corporation or corperations
engaged or orgatmized 1o engage exclusively 1n one
or more of the businesses specified m subsections
{1) to (11} of this sectron [1965 ¢ 285 33]

733.640 Lending funds; limitations on
loans. {1) Funds of an insurer may be invested
i loans secured by pledges of obligations and
stocks eligible for investment under ORS 733 510
to 733 780 Asof the date the loan 1s made, 1t shall
not exceed m 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 catry stocks registered on a national
securities exchange

(2} Funds of an insurer may be invested 1in
loans secured by personal property or fixtures if
such loan 1s

(a) In connection with a loan on the secunty
of real property or a leasehold as provided 1n ORS
733 580 gr 733 600, .

{b} In an amount not exceeding 20 percent. of
the amount loaned on the real property or lease-
hold,

{c} For a term of not more than five years,

{(d) Secured by a security mterest which con-
stitutes a first len, except for taxes not then
delinquent, on tangmble, permanent personal

property of the borrower kept and used on the
premses, other than stocks of goods held for sale
or transfer in the ordinary course of business ar
1tems which hy normal use will be consumed aor
depleted durmg the perod of the loan, and

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

(3} Funds of an msurer may be loaned to its
own life insurance policyholder upon the security
of such Iife msurance policy The loan shall not
exceed the cash vaiue of the pohey [Formerly
738 285

733.850 Investment of funds in certain
obligations and other specified items.
Funds of an mnsurer may be invested 1n the
following

(1) Obligations secured by a mortgage or deed
of trust payment of which 135 guaranteed by a
pohcy of mortgage msurance

(2) Obhgations ssued, assumed or guaran-
teed by the International Bank for Reconstruc-
tion and Development.

{3) Bank and bankers’ acceptances and other
bills of exchange of the kind and nature made
eligible by law for purchase 1n the open market by
federal reserve hanks

(4) Deposits, certificates of deposits,
accounts or savings or certificate shares or
accounts of or 1in banks, trust compames, savings
and loan associations or building and loan asso-
ciations msured with the Federal Deposit Insur-
ance Corporation or with the Federal Savings and
Loan Insurance Corporation or qualified to do
busmess under the laws of this state

{5) Obligations 18sued by trustees or receivers
of a corporation created or existing under the
laws of a sovereign which, or the assets of whach,
are being admimstered under the direction of a
court having jurisdiction if the obligation 15 ade-
quately secured as to prmeipal and interest

(8) Transportation equipment used whelly or
1n part, within a sovereign, or adequately secured
trust certaficates of participation or sinular obh-
gations or contracts evidencing an interest 1n
such transportation equipiment, where the 1nves-
tor 15 entitled to receive a determined or deter-
munable portien of rental, purchase or other
obligatory payments for use or purchase of the
equipment

{7} Purchase contracts or lease-purchase
agreements executed under the Federal Pubhe
Buildings Purchase Contract Act of 1954, or the
Post Cffice Department Property Act of 1954
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{8) Stock of the Federal Home Loan Bank to
the extent of the mmimum required by the
Federal Home Loan Bank Act An insurer acquir-
ing such stock may exercise all rights and powers
given to members under such Act, including but
not by way of hmtation the rght to obtam
advances or borrow money from such bank and to
pledge collateral as security therefor

{9) Obhgations 1ssued, assumed or guaran-
teed by the Inter-American Development Bank

{10} Loans guaranteed by the State Schol-
arship Commission pursuant to ORS 348 505 to
348 695

{11) Obligations 1ssued, assumed or guaran-
teed by the Asian Development Bank

(12} Obligations 1ssued, assumed or guaran-
teed hy the African Development Bank [Formerly
T8 205 1960 ¢ 336 §9 1969 cHO2 §B, 1973 c 514 §1, 1985
¢ 456 §2]

733 652 Investment of funds of sepa-
rate accounts. Except as may be prescribed by
the director under ORS 733 220 (3) for reserves
for guaranteed benefits and funds

{1) Amounts allocated to a separate account
and accumulations thereon may be invested 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 mmvestments 1 separate accounts
shall not be considered 1n applying the mvest-
ment limitations applicable to the general invest-
ments of the 1nsurer [1973 ¢ 435 §9]

433 854 Limitation on amount of sepa-
rate account mvestments; exceptions. An
insurer shall not mvest the funds of a separate
account so as to have more than 10 percent of the
market value of the assets of the account invested
1n or secured by the stocks, obligations or prop-
erty of any one person or political subdivision, or
mvested 1n a smgle parcel of real property or any
other single mvestment This section does not
apply to

(1) Funds equaling 25 percent of the market
value of the total assets 1n the separate account,

 (2) Investments mn, or loans upon, the
secunty of the general obhgatons of a sovereign,
or

{3} Investments 1n certificates of deposits
msured by the Federal Deposit Insurance Corpo-
ration or the Federal Savings and Loan Insurance
Corporation [1973 c 435 §10, 1981 ¢ 472 §27]

733.656 Limitation on securities
owned or controlled by separate account

investments. An msurer shall not invest the
funds of a separate account so as to own oOr
control, under the 1nsurer's general and separate
accounts i the aggregate, more than 10 percent
of the voting power outstanding of any ssuer of
securities Securities held 1n separate accounts,
the voting rights 1n which are exercisable only in
accordance with mnstructions from perscns hav-
g mterests mn such accounts, shell not be con-
sudered 1n applying this section {1973 ¢ 435 §11]

733.668 Applicability of separate
account investment limitations. The hmita-
tions provided i ORS 733 6564 and 733 656 do
not apply to the investment of separate account
funds 11 the securities of an investment company
registered under the Federal Investment Com-
pany Act of 1940 if the investments of the invest-
ment company comply mn substance with CRS
733 654 and 733 656 [1973 ¢ 435 §12)

733.660 Investment of funds in data
processing system. Funds of an insurer may
be invested 1n mechanical and electronic comput-
ers and equipment which constitute a data pro-
cessimng system used by the insurer, if the cost of
such system 1s at least $50,000 and 1 to be
amortized 1n full m not more than 10 years The
amount of such investment 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 hablities
and required capitalization [1867 ¢ 358 §244)

733.670 Investment of funds under
“prudent investor” standard. (1) Funds of
an msuter may be invested 1n a manner not
expressly prohibited under GRS 732 325 and
733 780, provided such investments are made 1n
the exercise of the judgment and care under the
circumstances then prevailing which investors of
prudence, discretion and intelligence exercise in
the management of their own affairs not 1n regard
to speculation byt in regard to the permanent
disposition of their funds, considering the proba-
ble income as well as the probable safety of thewr
capital

{2) Funds invested under this section shall
not exceed seven and one-half percent of the
imsurer’s assets, and funds mmvested under this
section or ORS 733 610 (2) shall not exceed m the
aggregate the excess of the msurer’s assets over all
ltabalitres and required capitahization.

{3) If the director has reason to beheve that
loans or mnvestments made pursuant to this sec-
t10n are not adequately secured or are not yielding
an mncome the director may direct the msurer to
report under oath the amount of such loans or
nvestments, the security therefor and its market
value [Formerly 738 305, 1979 ¢ 846 §2)
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ACCOUNTING AND INVESTMENTS

733.740

733.680 Acquisition and retention of
personal property generally; purchases or
loans for protection of investment prop-
erty. (1) An msurer may acquire and retain
personal property received as a dividend, gift or
devise, or pursuant to a lawful plan of merger,
consolidation or recrgamization or bona fide
agreement of bulk remnsurance, or in satisfaction
or liquidation of an ebligation, or 1n exchange or
part payment for real or personal property pre-
viously owned or to protect or enhance such
property

(2) An wnsurer may make purchases or loan
sums necessary to protect, preserve or enhance
mvestment property, real or personal, which 1t 15
otherwise authorized to acquire or hold

(3) The director shall allow as assets 1n any
determimation of the financial condition of the
msurer only such property or investments
acquired or retamed under this section as are
consistent with the customary operations of an
msurer [Formerly 738 315]

733.685 Investment of funds by home
protection insurer. Funds of a home protec-
tion 1nsurer may be invested 1n tangible personal
property held by the insurer for the purpose of
performing or providing repairs or replacements
under its home protection policies Funds so
mnvested shall not exceed 25 percent of the assets
of the msurer that are allowable in determining
its financial condition under the Insurance Code,
unless otherwise allowed under rules 1ssued by the
director [1981 ¢ 247 §13)

733.690 Investment of funds in title
plant. Funds of a title insurer may be invested
n 1ts 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 1n all real and
personal property used exclusively by the con-
tractor to provide authonized health care services
(1967 ¢ 359 §248] '

733.710 Investments authorized by
prior law; date of eligibility of investment.
(1) An investment which was legal and proper
immediately before June 8, 1967, shall be consid-
ered a proper investment and shall be subject to
extensionh or renewal

(2) Ehgibility of an investment shall be deter-
mined as of the date of 1ts acquisition [Formerly
738 325]

733.720 Investments subject to addi-
tional limitations and requirements.

Except as may be expressly provided to the con-
trary in ORS 733 510 to 733 780, all investments

shall be subject to the qualhfications, restrictions
and hmtations set forth in ORS 733510 to
733 780 [Formerly 738 333]

733.730 Approval by board of directors
of investments and deposits. (1) Invest-
ments and sales or exchanges thereof, except for
policy loans of an insurer 1ssuing hfe msurance
policies, shall be approved by the board of direc-
tors or a commuttee thereof charged with the duty
of investing the funds of the msurer

(2) Deposits shall be made 1n banks or bank-
ing nstitutions approved by the board of direc-
tors [Formerly 738 335)

733.740 Record of investments
required. As to each investment, an insurer
shall make a wntten record 1n permanent form,
signed by a person authorized by the board of
directors or by a committee thereof charged with
the duty of investing the funds The record shall
show the authonzation and approval of the
investment and m 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 description and the
appraised value of the security 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 obhgor, description of the security and record
of earnings, the amount invested and the rate of
interest or dividend, the maturity and yield based
upon the purchase price

(3) In the case of corporate stocks The name
of the 1ssuing corporation, the record of earmings
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 preceding fiscal year, the exchange, 1f
any, on which the stock 15 listed, the amount
invested 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 prop-
erty, a physical description and the appraised
value of the property and interest therein, the
purchase price and terms, the amount of any hen
known to be against the property, if of a lease-
hold, 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
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733.750

INSURANCE

by whom and to whom payable 1if 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 nterest 1n the loan, security or prop-
erty, or who would derive, directly or indirectly,
any benefit therefrom, and the nature of such
interest or benefit [Formerly 748 345]

733.750 Disposal of investments on
order of director. After a hearing, the director
may by wrnitten order require the disposal of an
investment which the director finds to be made or
retained 1o violation of the Insurance Code, or of
an mnvestment which the director, for good cause,
determines to be prejudicial to, and to impair the
security of, the stockholders or policyholders of
the insurer (Formerly 738 355]

733.760 Insurance required on build-
1ngs on property which is security for loan.
On loans secured by hens upon real property or
leasehold interests therein, the bwuildings and
other improvements located on the premises shall
be kept insured against loss or damage from fire
1n an amount not less than the unpaid balance of
the obligation or the 1nsurable value of the prop-
erty, whichever 1s the lesser The fire msurance
policy or policies shall be payable to the insurer,
or a trustee for its benefit, and continued 1n force
until the loan 1s repaid or satisfied Such policy or
policies shall be held by the tnsurer or the trustee,
unless the director has determined that a daffer-
ent method of protecting the insurers against loss
15 satisfactory and has given prior approval of
such method to the insurer [1967 ¢ 359 §254, 1969
¢ 336 §10]

733.770 Limitations on investments in
property of any one person or single parcel
of real estate. (1) An mmsurer shall not have any
combination of investments 1n or secured by the
stocks, obligations, and property of one person,
corporation or political subdivision m excess of
10 percent of the msurer’s assets, nor shall it

nvest more than 10 percent of 1ts assets n a
single parcel of real property or in any other
single investment This subsection does not apply
Lo

{a) Investments 1n, or loans upon, the
security of the general obligations of a sovereign,

(b) Policy loans by nsurers 1ssuing hife insur-
ance policies,

(¢) Investments by a title msurer 1n 1its title
plant, or in real property not n excess of 50
percent of the nsurer’s combined capital and
surplus, or

{d) Investments by a health care service con-
tractor 1n all real or personal property used
exclusively by such contractor to provide author-
1zed health care services or in real property used
primarily for its home office

{2) Notwithstanding subsection (1) of this
section and subject to approval by the director in
writing, a domestic insurer organized before 1950
may mvest an amount not exceeding 15 percent
of 1ts assets 1n real property used primarnly for its
home office [Formerly 738 375, 1983 ¢ 732 §1]

733.780 Prohibited investments.
An msurer shall noi make investments

(1)

{a) Which at the time of purchase or acquisi-
tion are not interest-bearing or dividend or
mncome-paying, or are in default in any respect, or

(b) From which the insurer 1s not entatled to
recerve for 1ts exclusive account and benefit the
interest, dividends or income

{2) Paragraph (a) of subsection (1) of this
section shall not apply to property acquired under
ORS 733 610 733 670 or 733 680 1f the property
1s acquired with the intent and expectation that it
will be income-producing

(3) An 1nsurer shall not invest 1its funds 1n
any investment or security found by the director
to be designed to evade any prohibition of the
Insurance Code [Formerly 738 385|
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