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INTRODUCED BY

BY REQUEST OF YTHE INSURANCE COMMISSIONER

A BILI, FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TC SURPLUS LINES INSURANCE; ELIMINATING THE
PLACEMENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO
BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROUPS
TG  IDENTIFY A LICENSED INSURANCE PRODUCER WHEN REGISTERING
WITH THE DEPARTMENT OF INSURANCE; SUBJECTING SURPLUS LINES
PRODUCERS TO PROVISIONS OF THE MONTANA INSURANCE CODE
CONCERNING PREMIUM CHANGES AND CANCELLATION; AND AMENDING
SECTIONS 33-2-305, 33-2-306, 33-11-108, AND 33-15-1102,

MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. sSection 33-2-305, MCA, is amended to real:

"33-2-305. Licensing of surplus lines insurance

producer -~ fee and bond. (1) A person may not procure a

contract of surplus lines insurance with an unauthorized
insurer unless he is licensed as a resident property,
casualty, and surety insurance producer and possesses a
current surplus 1lines insurance license issued by the
commissioner.,

(2) The commissioner shall issue a surplus lines
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insurance license to any gqualified holder of a current
property, casualty, and surety insurance producer license
only if the insurance producer has:

{(a) remitted to the commissioner the annual fee
prescribed by 33-2-708;

(b) submitted to the commissioner a completed licgnse
application on a form supplied by the commissioner;

(c) been licensed as a property, casualty, and surety
insurance producer continuously for 5 years or more; and

(d) filed with the commissioner and theéereafter for as
long as the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of 510,000,
with authorized corporate sureties approved by the
cecmmissioner. The bond must be conditiconed that the
insurance producer will conduct business under the license
in accordance with the provisions of The Surplus Lines
Insurance l.aw and that he will promptly remit the taxes
provided in 33-2-311. The bond may not be terminated unless
the surety gives the surplus lines insurance producer, the
producing insurance producer, and the cemmissiconer at least
30 days' prior written notice rhereof.

{3) The license expires on April 1 after its date of
issue. A surplus lines insurance producer shall renew the
license on or before March 1 of each year upon payment of

the annual renewal fee prescribed in 33-2-708. A surplus

o INTRODUCED BILL
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lines insurance producer who fails to apply for a renewal of
the 1license on or before March 1 shall pay a fine of $100
hefore the commissioner renews the license.

(4) A corporation is eligible to be licensed as a
surplus lines insurance producer if:

(a) the corporate license lists the individuals within
the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers; and

{b) only those individuals 1listed on the corporate
license transact surplus lines insurance."

Section 2. Section 33-2-306, MCA, is amended to read:

"33-2-306. Surplus lines insurance producer's authority
under license —- acceptance of business from other insurance
producers ----ptacement—-fee. (1) Under a surplus lines
insurance ©producer license the licensee may place surplus
lines insurance, in compliance with The Surplus Lines
Insurance Law, with a foreign or alien insurer not
authorized to transact insurance in this state and may act
as a surplus lines insurance producar in this state for the
insurer.

(2y The surplus 1lines insurance praoducer may accept
surplus lines insurance from a licenzed insurance producer
of an authorized insurer or, if the commissioner agrees in
advarce, through an individual, partnership, or corporation

that has not been appointed as an insurance producer in this
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state and may compensate him therefor.

(3} A surplus lines insurance producer who places or
renews surplus lines insurance in accordance with subsection
{1) may ccllects

+8y an inspection fee for the actual costs of

inspecting the risk to be covereds-and

[a}

tb}) - a ptnf@i?ﬁ?”*feﬁ“ﬁf“GTS%”ﬁf*th&"pfﬁﬂfdm—ehangQ—tO
cover—the—costs-—of-tssuing-and-servicing-the-poticy-¥the-fee
may—not—be—iess—than~$}8—er—more—than—$i68."

Section 3. Section 33-11-108, MCA, is amended to read:

“33-.11-108. Notice and registration requirements of
purchasing groups. (1) A purchasing group that intends to do
business in this state shall furnish notice to the
commissioner that:

{a) identifies the state where the group is domiciled;

{b) specifies the Lines and classifications of
liability insurance that the purchasing group intends to
purchase;

{¢) identifies the insurer from which the purchasing
group intends to purchase its insurance and the domicile of
the insurer;

(d) identifies the insurance producer through which the

purchasing group intends to place its business;

tdy(e) identif:es the prircipal place of business of

the purchasing group; and
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te}(f) provides information required by the
commissioner to wverify that the purchasing group is
qualified under 33-11-102(6).

(2) The purchasing group shall register with and
designate the commissioner as 1ts agent solely for the
purpose of receiving service of legal documents or process.
However, Such reguirements do not apply in the case of a
purchasing group:

{a) {1) that was domiciled before April 2, 1986, in any
state of the United States; and

{ii) that was domiciled on and after October 27, 1985,
in any state of the United States;

{b) (i) that, before Octcber 27, 1986, purchased
insurance from an insurer licensed in any state; and

{ii) that, since Cctober 27, 1986, purchased its
insurance from an insurer licensed in any state;

(c} that was a purchasing group under the requirements
of the federal Product Liability Risk Retention Act of 1981
{15 U.S.C. 3901 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

(d) that does not purchase insurance that was not
authorized for purposes of an exemption under the federal
Product Liability Risk Retention Act of 1981, as in effect

before Qctober 27, 1986."

Section 4. Section 33-15-1102, MCA, is amended to read:
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"33-15-1102. bDefinitions., As used in this part, the
following definitions apply unless the context reguires
otherwise:

{1) "Anniversary date" means the month and day that
rates, rating plans, and rating systems are initially
applied to a policy in effect. The term includes each annual
anniversary thereafter unless the insurer establishes a
different date by a filing with the commissioner.

{2} "Cancellation" means the decision by the insurer to
terminate an insurance wolicy prior to the expiration of its
term,

{3) “Classification™ means an arrangement of insurance
risks 1into an underwriting or rating group according to a
classification system used by an insurer as a basis for

tabulating statistical experience and determining premium

rates.
{4) "Classification system" means a schedule of
classifications and a ruie used by an insurer for

determining the classifications applicable to an insured.
(5) "Insurer" means an insurer authorized to transact
property or casualty insurance in this state or  an

unauthorized insurer transacting surplus lines insurance in

this state.
(6) “Premium" means the contractual consideration

charged to an insured for insurance for a specified pericd

-6—
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of time, regardless of the timing of aétual charges.

{7) "Rate" means a monetary amount applied to the units
of exposure assigned to a classification and used by an
insurer to determine the premium for an insured.

(8) "Rating plan” means a rule used by an insurer to
calculate:

(a) the premium for an insured; and

{b) the parameter values used in such calculation after
application of «classification premium rates to units of
exposure.

[9) "Renewal” means an agreement between an insurer and
an insured to extend or continue an existing insurance

pelicy for 90 days or more."
New SECTION. Section 5. severability. If a part of

[this act]l is 1invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act} is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

-End-
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APPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOPMENT

HOUSE BILL NO. 297
INTRODUCED BY SPRING

BY REQUEST OF THE INSURANCE COM..ISSIONER

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SURPLUS LINES INSURANCE; ELIMINATING THE
PLACEMENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO
BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROUPS

TC IDENTIFY A LHIEENSER MONTA: A-LICENSED INSURANCE PRODUCER

WHEN REGISTERING WITH THE DEPARTMENT OF INSURANCE;
SUBJECTING SURPLUS LINES PRODPUCERS INSURERS TO PROVISIONS OF
THE MONTANA INSURANCE CODE CORCERNING PREMIUM CHANGES AND
CANCELLATION; AND AMENDING SECTIONS 1313-2-305, 33--2-306,

33-11-1068, AND 33-15-1102, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-2-305, MCA, is amended to read:
"33-2-305. Licensing of surplus lines insurance

producer —— fee and bond. (1) A person may not procure a

contract of surplus lines insurance with an unauthorized

insurer unless he is 1licensed as a resident property,

casualty, and surety 1insurance producer and possesses a

current surplus lines insurance license issued by the

commissioner.

{2} The commissioner shall issue a surplus lines
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insurance license to any gqualified holder of a current
property, casualty, and surety insurance producer license
only if the insurance producer has:

(a) renitted to the commissicner the annual [Fee
prescribed by 33-2-708;

{(b) submitted to the commissioner a conuleted license
application on a form supplied by the commissioner;

(c) been 1licensed as a property, casualty, and surety
insurance producer continuously for 5 years or more; and

(d} filed with the commissioner and thereafter for as
song  as  the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of $1¢,000,
with authorized corporate sureties approved by the
commissioner. The bond must be conditioned that the
insurance producer will coanduct business under the license
in accordance with the provisions of The Surplus Lines
Insurance Law and that he will promptly remit the taxes
provided in 33-2-311. The bond may not be terminated unless
the surety gives the surplus lines insurance producer, the
producing insurance producer, and the commissioner at least
30 days' prior written notice thereof.

{3) The 1license expires on April 1 after its date of
issue. A surplus lines insurance producer shall renew the
license on or before March 1 of each year upon payment of

the annual renewal fee prescribed in 33-2-708. A surplus

SECOND READING

-2- HB 297
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lines insurance producer who fails to apply for a renewal of
the license on or before March 1 shall pay a fine of $100
before the commissioner renews the license.

{4} A corporation is eligible te be licensed as a
surplus lines insurance producer if:

(a) the corporate license lists the individuals within
the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers; and

{b) only those individuals 1listed on the corporate
license transact surplus lines lnsurance."

Seciion 2. section 33-2-306, MCA, is amended to read:

*33-2-306. Surplus lines insurance preoducer's authority
under license -- acceptance of business from other insurance
producers ———-p acement--fee, (1} Under a surplus lines
insurance producer Llicense the licensee may place surplus
lines insurance, in compliance with The Surplus Lines
Insurance Law, with a foreign or alien insurer not
authorized to transact insurance in this state and may act
as a surplus lines insurance producer in this state for the
insurer.

(2) The surplus lines insurance producer may accept
surplus lines insurance from a licensed insurance producer
of an authorized insurer or, if the commissioner agrees in
advance, throuyh an individual, partnership, or corporation

that has not been app inted as an insurance producer in this

-3- HB 297
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state and may compensate him therefor.

{3) A surplus lines insurance producer who places or
renews surplus lines insurance in accordance with subsection
{l1l) may collects

ta} an inspection fee for the actual costs of
inspecting the risk to be coveredy-and

th}--a--pitacement--fee-o0f-8:-5%-0f-the-premium-charged-te
cover-the-costas-of-issuing-and-secvicing-the-poticy--The-£fee
may-nat-be-tess—-than-$t0-sr-mere-than-5180._"

Section 3. -Section 33-11-108, MCA, is amended to read:

®33-11-108. Notice and reygistration regquirements of
purchasing groups. (1) A purchasing group that intends to do
business in this state shall furnish notice to the
commissioner that:

{a) identifies the state where the group is domiciled;

(b} specifies the lines and classifications of
liability insurance that the purchasing group intends to
purchase;

(c) identifies the insurer from which the purchasing
group intends to purchase its insurance and the domicile of

the insurer;

(dy identifies the MONTANA-LICENSED insurance producer

OR MONTANA-L1 "ENSED SURPLUS INSURANCE LINES PRODUCER through

which the purchasing group intends to place its business;

€dr(e) identifies the principal place of business of

-4~ HB 297
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the purchasing group; and

te3(f) provides information required by the
commissioner to verify that the purchasing group is
qualified under 33-11-102(6).

(2) The purchasing group shall register with and
designate the commissioner as its agent =solely for the
purpose of rec :iving service of legal documents or process.
However, such requirements do net apply in the case of a
purchasing group:

{(a) {i) that was domiciled before April 2, 1986, in any
state of the United States; and

{ii) that was domiciied on and after October 27, 1986,
in any state of the United States:

(b) {1} that, before October 27, 1986, purchased
insurance from an insurer licensed in any state; and

(ii) that, since October 27, 1986, purchased its
insurance from an insurer licensed in any state;

(c) that was a purchasing group under the requirements
of the federal Product Liability Risk Retention Act of 1981
{15 U.S.C. 3901 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

{d) that doces not purchase insurance that was not
authorized Ffor purposes of an exemption under the federal

Product Liability Risk Retention Act of 1981, as in ettfect

befare October 27, 198B6."
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Section 4. section 33~15-1102, MCA, is amended to read:

"33-15-1102. Definitions. As wused in this part, the
tollowing definitions apply wunless the context reqguires
ctherwise:

(1) "Anniversary date" means the month and day that
rates, rating plans, and rating systems are initially
applied to a policy in effect. The term includes each annual
anniversary thereafter wunless the insurer establishes a
different date by a filing with the commissioner.

(2} "Cancellation" means the decision by the insurer to
terminate an insurance poiicy prior to the expiration of its
term.

{3) "Classification" means an arrangement of insurance
risks into an underwriting or rating group accerding to a
classification system used by an insurer as a basis for

tabulating statistical experience and determining premium

rates.
{4) "Classification system" means a schedule of
classifications and a rule used by an insurer for

determining the classifications applicable to an insured.
{5} "lisurer" means an insurer authorized to transact
property or casualty insurance in this state or an

unauthorized insurer transacting surplus lines insurance in

this_state.

(6) "Premium"” means the contractual consideration

-6- HB 297
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charged to an insured for insurance for a specified period
of time, regardless of the timing of actual charges.

{7) "Rate" means a monetary amount applied to the units
of exposure assigned to a classification and wused by an
insurer to determine the premium for an insured,

(8) "Rating plan" means a rule used by an insurer to
calculate:

{a) the premium for an insured; and

(b) the parameter values used in such calculation after
application of classification premium rates to units of
exposure.

{9) "Renewal" means an ajreement between an insurer and
an insured to extend or continue an existing insurance
policy for 90 days or more."

NEW SECTION. Section b. Severability. If a part of

[this act] is invalid, all wvalid parts that are severable
from the 1invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
sever«ble from the invalid applications,

-End-
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HOUSE BILL NO. 297
INTRODUCED BY SPRING

BY REQUEST OF THE INSURANCE COMHISSIONER

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SURPLUS LINES INSURANCE; ELIMINATING THE
PLACEMENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO
BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROQOUPS

TO IDENTIFY A BYCENSED MONTA! A-LICENSED INSURANCE PRODUCER

WHEN REGISTERING WITH THE DEPARTMENT oF INSURANCE;
SUBJECTING SURPLUS LINES PROBHEERS INSURERS TO PROVISIONS OF
THE MONTANA INSURARNCE CODE CONCERNING PREMIUM CHANGES AND
CANCELLATION; AND AMENDING SECTIONS 33-2-30%, 33--2-306,

33-11-108, AND 33-15-1102, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 33-2-305, MCA, is amended to read:
“33-2-305. Licensing of surplus lines insurance

producer -— fee and bond. (1) A person may not procure a

contract of surplus lines insurance with an unauthorized

insurer unless he 1is licensed as a resident property,

casualty, and surety insurance producer and possesses a

current surplus lines insurance license issued by the

commissicner.

[2) The commissioner shall issue a surplus lines
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insurance 1license to any qualified holder of a current
property, casualty, and surety insurance producer license
only if the insurance producer has:

{a) remitted to the commissioner the annual fee
prescribed by 33-2-708;

(b} submitted to the commissioner a completed license
application on a form supplied by the commissioner;

{c} been 1licensed as a property, casualty, and surekLy
insurance producer continuously for § years or more; and

{d) filed with the commissioner and thereafter for as
long as the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of §10,000,
with  authorized corporate sureties approved by the
commissioner. The bond must be conditioned that the
insurance producer will conduct business under the license
in accordance with the provisions o©f The Surplus Lines
Insurance Law and that he will promptly remit the taxes
provided in 33-2-311. The bond may not be terminated unless
the surety gives the surplus lines insurance producer, the
producing insurance producer, and the commissioner at least
30 days' prior written notice thereof.

{3) The license expires on April 1 after its date of
issue. A surplys lines insurance producer shall renew the
license on or before March 1 of each year upon payment of

the annual renewal fee prescribed in 33-2-708. A surplus
THIRD READING

-2- HB 297
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lines insurance producer who fails to apply for a renewal of
the license on or before March 1 shall pay a fine of $100
before the commissioner renews the license.

{4) A corporation is eligible tec be licensed as a
surplus lines insurance producer if:

{a) the corporate license lists the individuals within
the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers: and

{b) only those individuals 1listed on the corpcrate
license transact surplus lines insurance."

Seciion 2. section 33-2-306, MCA, is amended to read:

"33-2-306. Surplus lines insurance producer's auihority
under license -- acceptance of business from other insurance
producers ----p acement-—fee. (1} Under a surplus lines
insurance producer license the licensee may place surplus
lines insurance, in compliance with The Surplus Lines
Insurance Law, with a foreign or alien insurer not
authorized to transact insurance in this state and may act
as a surplus lines insurance producer in this state for the
insurer.

{2) The surplus lines Iinsurance producer may accept
surplus lines insurance from a licensed insurance producer
of an authorized insurer or, if the commissioner agrees in
advance, through an individual, partnership, or corparation

that has not been appinted as an insurance producer in this
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state and may compensate him therefor.

(3) A surplus 1lines insurance producer who places or
renews surplus lines insurance in accordance with subsection
{l) may collect=s

{23 an linspection fee for the actual costs of
inspecting the risk to be covered;-and

tby--a--placement--fee-of-B:5%-of-the-premivm-charged-teo
cover—the—cc:ts-uf—i3suing—and—ser%icing—the—poiicy:—?he—ﬁee
may-not-be-tess-than-9tf-or-more-than-5166."

Section 3. section 33-11-108, MCA, is amended to read:

"33-11-108. HKotice and registration reguirements of
purchasing groups. {1) A purchdsing group that intends to do
business in this state shall furnish notice to the
commissjioner that:

{a) identifies the state where the group is domiciled;

(b) specifies the lines and classifications of
liability insurance that the purchasing group intends to
purchase;

(c) identifies the insurer from which the purchasing
group intends to purchase its insurance and the domicile of

the insurer;

({d} identifies the MONTANA-LICENSED insurance producer

OR MONTANA-L] 'ENSED SURPLUS INSURANCE LINES PRODUCER through

which the purchasing group intends to place its business;

tdy(e) identifies the principal place of business of

-&- HB 297
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the purchasing group; and

te3(f) provides information required by the
comissioner to verify that the purchasing group is
qualified under 33-11-102(6).

{2) The purchasing group shall register with and
designate the commissioner as its agent solely for the
purpose of rec :iving service of legal documents or process.
However, such requirements do not apply in the case of a
purchasing group:

(a) (i) that was domiciled before April 2, 1986, in any
state of the United States; and

(ii)} that was domiciied on and after Qctober 27, 1984,
in any state of the United States;

{b) (i) that, before October 27, 1986, purchased
insurance from an insurer licensed in any state; and

(ii) that, since October 27, 1985, purchased its
insurance from an insurer licensed in any state;

(¢) that was a purchasing group under the requirements
of the federal Product Liability Risk Retention Act of 1981
(15 U.S.C. 3301 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

(d) that does not purchase insurance that was not
authorized Ffor purposes of an exemption under the federal

Product Liability Risk Retention Act of 1981, as in effect

before October 27, 1986."
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Section 4. Section 33-15-1102, MCA, is amended to read:

"33-15-1102. Definitions. As used in this part, the
following definitions apply unless the context requires
otherwise:

(1} "Anniversary date" means the month and day that
rates, rating plans, and rating systems are initially
applied to a policy in effect. The term includes each annual
anniversary thereafter unless the insurer establishes a
different date by a filing with the commissioner.

{(2) "Cancellation" means the decision by the insurer to
terminate an insurance policy prior to the expiration of its
term.

{3) T“Classification" means an arrangement of insurance
risks into an underwriting or rating group according to a
classification system used by an insurer as a basis for
tabulating statistical experience and determining premium
rates,

{4) “Classification system”™ means a schedule of
classifications and a rule wused by an insurer for
determining the classifications applicable to an insured.

(5) "lsurer" means an insurer authorized to transact
property or casualty insurance in this state or an

unauthorized insurer transacting surplus lines insurance in

this state.

{6 "Premium" means the contractual consideration

-6- HB 297
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charged to an insured for insurance for a specified period
of time, regardless of the timing of actual charges.

(7) "Rate" means a monetary amount applied to the units
of exposure assigned to a classification and used by an
insurer to determine the premium for an insured.

{(B) "Rating plan" means a rule used by an insurer to
calculate:

{a) the premium for an insured; and

{b) the parameter values used in such calculation after
application of classification premium rates to units of
exposure,

{9) "Renewal" means an ajreement between an insurer and
an insured to extend or continue an existing insurance
policy for 90 days or more."

NEW SECTION. Section 5. Severability. I1E a part of

[this act] is invalid, all wvalid parts that are severable
from the invalid part remain in effect. If a part of [this
act}l is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severcble from the invalid applications.

-End-
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HOUSE BILL NO, 297
INTRODUCED BY SPRING

BY REQUEST OF THE INSURANCE COMMISSIONER

A BILL FOR AN ACT ENTITLED: “BN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SURPLUS LINES INSURANCE; ELIMINATING THE
PLACEMENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO
BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROUPS

T3 IDENTIFY A BIEENSER MONTA! \-LICENSED INSURANCE PRODUCER

WHEN REGISTERING WITH THE DEPARTMENT OF INSURANCE;
SUBJECTING SURPLUS LINES PREBPUEERS INSURERS TO PROVISIONS OF
THE MONTANA INSURANCE CODE CONCERNING PREMIUM CHANGES AND
CANCELLATION; AND AMENDING SECTIONS 33-2-305, 213--2-306,

33-11-108, AND 33-15-1102, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 33-2-305, MCA, is amended to read:
®"33-2-305. Licensing of surplus lines insurance

producer —- fee and bond. (1) A person may not procure a

contract of surplus lines insurance with an unauthorized

insurer unless he is licensed as a resident property,

casualty, and surety insurance producer and possesses a

current surplus 1lines insurance 1license issued by the

commissioner.

(2) The commissioner shall issue a surplus lines
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insurance license to any qualified holder of a current
property, casualty, and surety insurance producer license
only if the insurance producer has:

{a) remitted to the commissioner the annual FEee
prescribed by 33-2-708;

(b) submitted to the commissioner a completed license
application on a Form supplied by the commissioner:

(c) been licensed as a property, casualty, and surety
insurance producer continuously for 5 years or more; and

{d) filed with the commissioner and thereafter for as
long as the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of $10,000,
with authorized corporate sureties approved by the
commissioner. The bond muyst be conditioned that the
insurance producer will conduct business under the license
in accordance with the provisions of The Surplus Lines
Insurance Law and that he will promptly remit the taxes
provided in 33-2-311. The bond may not be terminated unless
the surety gives the surplus lines insurance producer, the
producing insurance producer, and the commissioner at least
30 days’ prior written notice thereof.

(3) The license expires on April 1 after its date of
issue. A surplus lines insurance producer shall renew the
license on or befure March 1 of each year upon payment of

the annual renewal fee prescribed in 33-2-708. A surplus

REFERENCE BILL
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lines insurance producer who fails to apply for a renewal of
the license o1 or before March 1 shall pay a fine of $100
before the commissioner renews the license.

(4) A corporation is eligible to be licensed as a
surplus lines insurance producer if:

(a) the corporate license lists the individuals within
the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers; and

(b} only those individuals listed on the corporate
license transact surplus lines insurance."

Seciion 2. Section 33-2-306, MCA, is amended to read:

*33-2-306., Surplus lines insurance producer’'s auihority
under license -- acceptance of business from other insurance
producers ----p acement--fee, (1) Under a surplus lines
insurance producer license the licensee may place surplus
lines insurance, in compliance with The Surplus Lines
Insurance Law, with a foreign or alien insurer not
authorized to transact insurance in this state and may act
as a surplus lines insurance producer in this state for the
insurer.

(2) The surplus lines insurance producer may accept
surplus lines insurance from a licensed insurance producer
of an authorized insurer or, iF the commissioner agrees in
advance, through an individual, partnership, or corporation

that has not been appinted as an insurance producer in this

-3- HB 297
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state and may compensate him therefor.

(3) A surplus 1lines insurance producer whe places or
renews surplus lines insurance in accordance with subsection
(1) may collect~

ta¥ an 1inspection [Eee for the actual costs of
inspecting the risk to be covered;-and

thi--a--placement--fee-cf-8<-58-0f-the-premium-charged-to
eover-the-coasta-of-issuing-and-servicing-the-poticy--Fhe-£fee
may-not-be-}tess-than-5t6-or-more-chan-5106."

Section 3. section 33-11-108, MCA, is amended to read:

*313-11-108. Notice and regqgistration requirements of
purchasing groups. [l) A purchasing group that intends to do
business in this state shall Efurnish notice to the
commissioner that:

{a) identifies the state where the group is domiciled;

{b) specifies the lines and classifications of
liability insurance that the purchasing group intends to
purchase;

{cy 1identifies the insurer Erom which the purchasing
group intends to purchase its insurance and the domicile of
the insurer;

{d) identifies the MONTANA-LICENSED insurance producer

OR MONTANA-L]-'ENSED SURPLUS INSURANCE LINES PRODUCER through

which the purchasing group intends to place its business;

td){e) identifies the principal place of business of

-4~ HB 297




I U I

a O o~ o

10
11
12
13
14
15
1la
17
18
19
20
21
22
23
24

25

HB 0297/02

the purchasing group; and

tey{f) provides information required by the
commissioner to verify that the purchasing group is
qualified under 33-11-102(6).

(2) The purchasing group shall register with and
designate the commissioner as its agent solely for the
purpose of rec :iving service of legal documents ¢r process.
However, such requirements do not apply in the case of a
purchasing group:

{a) (i) that was domiciled before April 2, 1986, in any
state of the United States: and

{(ii) that was domiciied on and after October 27, 1986,
in any state of the United States;

(b) (i} that, before October 27, 1986, purchased
insurance from an insurer licensed in any state; and

(ii) that, s=since October 27, 1986, purchased its
insurance from an insurer licensed in any state;

{c) that was a purchasing group under the requirements
of the federal Product Liability Risk Retention Act of 1981
{15 U.S.C. 3901 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

{d) that does not purchase insurance that was not
authorized For purposes of an exemption under the federal

Product Liability Risk Retention Act of 1981, as in effect

before October 27, 1986."
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Section 4. section 33-15-1102, MCA, is amended to read:

*33-15-1102. Definitions. As used in this part, the
following definitions apply unless the context requires
otherwise:

{1) "Anniversary date" means the month and day that
rates, rating plans, and rating systems are initially
applied to a policy in effect. The term includes each annual
anniversary thereafter wunless the insurer establishes a
different date by a filing with the commissioner.

{2) "Cancellation" means the decision by the insurer to
terminate an insurance policy prior to the expiration of its
term.

{3) “Classification" means an arrangement of insurance
risks into an underwriting or rating group according to a
classification system used by an insurer as a basis for
tabulating statistical experience and determining premium
rates.

{4) "Classification system” means a schedule of
classifications and a rule used by an insurer for
determining the classifications applicable to an insured.

{5) ™1 . isurer™ means an insurer authorized to transact
property or casualty insurance in this state or an

unauthorized insurer transacting surplus lines insurance in

this state.

{6) "Premium” means the conkractual consideration

-6- HB 297



WO N e W N e

[
[

11
12
13
14

15

16
17
18
19
20

HB 0297/02

charged to an insured for insuyrance for a specified period
of time, regarcless of the timing of actual charges.

{7) "Rate" means a monetary amount applied to the units
of exposure assigned to a classification and used by an
insurer to determine the premium for an insured.

{8) “Rating plan* means a rule used by an insurer to
calculate:

{a} the premium for an insured; and

{b) the parameter values used in such calculation after
application of classification premium rates to units of
exposure.

{9) “Renewal" means an ajreement between an insurer and
an insured to extend or continue an existing insurance
policy for 90 days or more."

NEW SECTION. Section 5. sgeverability. If a part of

[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act) is invalid in cone or more of its applications, the part
remains in effect in all wvalid applications that are
sever~ble from the invalid applications.

-End-
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