
HOUSE BILL NO. 297 

INTRODUCED BY SPRING 
BY REQUEST OF THE INSURANCE COMMISSIONER 

JANUARY 21, 1991 

JANUARY 30, 1991 

JANUARY 31, 1991 

FEBRUARY 1, 1991 

FEBRUARY 2, 1991 

FEBRUARY 4, 1991 

FEBRUARY 5, 1991 

MARCH 12, 1991 

MARCH 14, 1991 

MARCH 15, 1991 

MARCH 16, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 100; NOES, O. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 47; NOES, 1. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED 

~ 
BY~ 

BY R~HE 

BILL NO. d).fJ 

INSURANCE COMMISSIONER 

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 

TO IDENTIFY A LICENSED INSURANCE PRODUCER WHEN REGISTERING 

WITH THE DEPARTMENT OF INSUHANCE; SUBJECTING SURPLUS LINES 

PRODUCERS TO PROVISIONS OF THE MONTANA INSURANCE CODE 

CONCERNING PREMIUM CHANGES ANO 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. Section 33-2-305, MCA, is amended to re~1: 

"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 lines insurance license 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 fee 

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 th,;reaft.t2r 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 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 

issuP. 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 

-2- INTRODUCED BILL 
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lines insurance producer who fails to apply for a renew3l of 

the license on or before March l shall pay a fine of SlOO 

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 ~ithin 

the corporation who have satisfied the requirements of 

part to becom~ surplus lines insurance producers; and 

t.his 

(b) only those individuals listed on the CO[porate 

license transact surplus lines insurance. 11 

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

"33-2-306. Surplus lines insurance producer's authority 

under license -- acceptance of business from other insurance 

producers ----pi~eement--fee. { 1) Under a surplus 1 ines 

insurance producer license the licensee may place surplt1s 

lines insurance, in compliance with The Surplus Lines 

Insura11ce Law, with a foreign or alien insurer not 

authorized to transacl insurance in this state and may act 

as a surplus lines insurance producer in this state for the 

insurer. 

{ 2) The surplus 1 i nes insurance prodncer may accept 

surplus lines insurance from a licen5ed insurar.ce producer 

of an authorized insurer or, if the commissioner agrees in 

advance, through ar1 individual 1 r~~tncrship, or corpo~alion 

that has r1ot been appoi~ted as an in~uranc~ p:oducPr 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 collecl~ 

tet an inspection fee for the actual costs of 

inspectinq ~l1e ris~ tc, he c~v?red7-~Md 

tb} a prde~~~~~--i~~-nf-87S~--5f-the-preffif~m-ehar9~a-to 

e~ver-~ft~-ee~t~-e£-i~~~~n9-~nd-~er~±e±~9-the-po~±ey,-~he-fee 

may-no~-be-;e99-the~-$t8-or-more-than-,¼88." 

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

"33-ll-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) 

(b) 

identifies the state where the group is domiciled; 

specifies the lines and classifications of 

liability insurance tl1dt the purchasing group intends to 

purchase; 

(C) identifies the insurer from which the purchasing 

group intends tc> pt1rchase its insurance and the domicile of 

the insurer; 

(~L identifies the insurance producer through which the 

e_urchasing group intends to place its busin_~~~-L 

tdt~J. identit ~es the pri r'c-ipal place of business of 

the purcha~ing grot'.p; and 

-4-
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qualified under 33-11-102(6). 

LC 0384/01 

by the 

group is 

12) The purchasing group shall register with and 

designate the commissioner as its agent solely for the 

purpose of receiving 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 domiciled 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) lhal, s.incc Octuber 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 effecl 

before October 27, 1986.'' 

Section 4. Section 33-15-1102, MCA, is amended to reaC: 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0384/01 

"33-15-1102. Definitions. As used in 

following definitions apply unless the 

otherwise: 

this pat"t, the 

context requires 

( 1) 

rates, 

''Anniversary date'' means the month and day that 

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 insuranr.e 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 slatistical experience and determining premium 

rates. 

I 4) 11 Classification system'1 means a schedule 

classifications and a rule used by an insurer 

of 

for 

determining the classifications applicable to an insured. 

(5) ''Inst1rer 11 means an insurer authorized to transact 

property or casualty insurance in this state or an 

unauthorized insurer transacting sur~lus lines insLlrance in 

lhis state. 

( 6) "Premiui1t" means thP contractual consideration 

charged to art in:; 1 ired tor insurance for a specified period 

-6-
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1 

2 

3 

of time, regardless of the timing of actual charges. 

of 

(7) ''Rate•• means a 

exposure assigned 

monetary amount applied to the units 

to a classification and used by an 

4 insurer to determine the premium fo~ an insured. 

5 (8) ''Rating plan'' means a rule used by an insurer to 

6 calculate: 

7 (a) the premium for an insl1red; and 

8 (b) the parameter values used in such calculation after 

9 application of classification premium rates to units of 

10 exposure. 

11 19) ''Renewill'' means an agreeme11t between an insurer and 

12 an insured to extend or continue an existing insurance 

13 policy for 90 days or more.'' 

14 m:w SECTION. Section 5. Severability. If a part of 

15 [this act] is invalid, all valid parts that are severable 

16 from the invalid part rem~in in effect. If a part of [this 

17 act) is invalid in one or more of its applications, the part 

18 remdins in effect in all valid applications that are 

19 severable from the invalid applications. 

-End-

' 
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APPROVED BY COMM. ON BUSINESS 
ANO ECONOM!C DEVELOPl£NT 

HOUSE BILL NO. 297 

INTRODUCED BY SPRING 

BY REQUEST OF THE INSURANCE CO/,L•:I SS I ONER 

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 

TO IDENTIFY A nfeENSEB MONTA: \-LICENSED INSURA!<CE PltODUCER 

WHEN REGISTERING WITH THE DEPARTMENT OF INSURANCE; 

SUBJECTING SURPLUS LINES PR8B~E6RS INSURERS TO PROVISIONS OF 

THE MONTANA INSURANCE CODE CONCERNING PREMIUM CHANGES AND 

CANCELLATION; AND AMENDING SECTIONS 33-2-305, 33--2-306, 

33-ll-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 re~d: 

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

producer -- fee and bondw (1) A person may not procure a 

contract of surplus lines insurance with an unauthorized 

insurer unless he is licensed as a r~~ident property, 

casualty, and surety insurance producer and possesses a 

current surplus lines insurance license issued by the 

commissioner. 

( 2) The com.Inissioner shall i SS"JE' a surplus lines 

k 
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HB 0297/02 

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 fee 

prescribed by 33-2-708; 

(b) submitted to the commissioner a com~.>leted 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 mo:e; and 

(d) filed with the commissioner and thereafter for as 

!ong as the licen~e re~ains 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 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 

issLae. A surplus lines insurance producer shall renew the 

license on or before March 1 of each year upon payment of 

tht_ .. annu,-,1 n"newol 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 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 

(bl only those individuals listed 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 auLhority 

under license -- acceptance of business from other insurance 

producers ----p·aeeme~t--ree. {l) Under a surplus lines 

insurance producer 

lines insurance, in 

Insurance Law, with 

license the licensee may place surplus 

compliance with The Surplus Lines 

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, throu~h an individual, partnership, or corl•Oratio11 

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 

(1) may collect~ 

t~t an inspection fee for the actual costs of 

inspecting the risk to be covered;-end 

tbt--a--plaeement--fee-of-8751-of-the-premittm-eharged-to 

eowe~-the-eo~ts-of-iss~ing-and-ser~icin9-the-poiiey.-~he-£ee 

may-net-be-~es~-theft-$%8-or-more-then-$199." 

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

•JJ-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) 

(b) 

liability 

purchase; 

identifies the state where the group is domiciled; 

specifies the lines and classifications of 

insurance that the purchasing group intends to 

(C) identifies the insurer from which the purchasing 

group intends to purchase its insurance and the domicile of 

the insurer; 

~ identifies the MONTANA-LICENSED insurance producer 

OR MONTANA-Ll :ENSED SURPLUS INSURANCE LINES PRODUCER through 

which _ _!__b_e_ purchasing group intends ~l_a~its business; 

td-}~ identifies the principal place of bt1siness of 

-4- HB 297 
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the purchasing g[oup; and 

t~till provides information required by the 

commissioner to verify that the purchasing group is 

qualified unJer 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 domiciled on and after October 27, 

in any state of the United States: 

1986, 

( b) (i) 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) thdt 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 ft_•deral 

Product Liability Risk Retention Act of 1981, as in ettect 

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 poiicy 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 fo< 

determining the classifications applicable to an insured. 

(5} ''I 1surer" means an insurer authorized to transact 

property or casualty insurance in this state or an 

unauthorized insurer tra:1sactin~lus lines insuran.::-e in 

this stab•. -------
( 6) ''Premium" means the contractua1 consideration 

-6- HB 297 
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1 charged to an insured for insurance for a specified period 

2 of time, regardless of the timing of actual charges. 

3 (7) "Rate" means a monetary amount applied to the units 

4 of exposure assigned to a classification and used by an 

5 insurer to determine the premium for an insured. 

6 (8) 11 Rating plan" means a rule used by an insurer to 

7 calculate: 

8 (a) the premium for an insured: and 

9 (b) the parameter values used in such calculation after 

10 applicat~on of classification premium rates to un~ts of 

11 exposure. 

12 (9) ''Renewal 11 means an a3reement between an insurer and 

13 an insured to extend or continue an existing insurance 

14 policy for 90 days or more. 0 

15 NEW SECTION. Section 5. Severability. If a part of 

16 {this act] is invalid, all valid parts that are severable 

17 from the invalid part remain in effect. If a part of [this 

18 act] is invalid in one or more of its applications, the part 

19 remains in effect in all valid applications that are 

20 severc·ble from the invalid applications. 

-End-
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HOUSE BILL NO. 297 

INTRODUCED BY SPRING 

BY REQUEST OF THE INSURANCE CO>U-: I SS ION ER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

LAWS RELATING TO SURPLUS LINES INSU~ANCE; ELIMINATING THE 

PLACEMENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO 

BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROUPS 

TO IDENTIFY A 1,f€BNSB9 MONTA: \-LICENSED INSURANCE PRODUCER 

liHEN REGISTERING WITH THE DEPARTMENT OF INSURANCE; 

SUBJECTING SURPLUS LINES PRBBHEBRS INSURERS TO PROVISIONS OF 

THE MONTANA INSURANCE CODE CONCERNING PREMIUM CHANGES AND 

CANCELLATION; ANO 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. section 33-2-305, MCA, is amended to reud: 

•31-2-305. 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 r~~id~n~ property, 

casualty, and surety insurance pro<lucer and possesses a 

current surplus lines insurance license issue<l by the 

commissioner. 

[2) The commissioner shall issue a surplus lines 

~na ""'""'"• cow,,;, 
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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 fee 

prescribed by 33-2-708; 

(b) submitted to the commissioner a completed license 

application on a form supplied by the commi~sioner; 

(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 licenae 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 accotdance 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 

JO 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 

1 iccn:,;e on or before March 1 of each year upon payment of 

the annui1l rpnewal 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 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 

licpnse transact surplus lines insurance." 

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

•JJ-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, throuyh an individual, partnership, or coq,oration 

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 

(1) may collect~ 

tat an inspection fee for the actual costs of 

inspecting the risk to be covered;-and 

tbt--a--placement--fee-0£-8051-of-the-prefflittm-e"arged-to 

eover-the-eosts-0E-iss~±"g-and-9er~±e±ng-the-poliey~-~ne-Eee 

may-not-he-le~5-~~an-$Y8-or-more-than-$l68.• 

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

"33-11-108. Notice and registration requirements of 

purchasing groups. (1) A purchrlsing group that intends to do 

business in this state shall furnish notice to the 

commissioner that: 

(a) 

(b) 

identifies the state where the group is domiciled; 

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; 

1~ identifies the MONTANA-LICENSED insurance producer 

O~R MONT~ANI\-Ll :E~SE:lJ S~UF<PLUS INSURANCE LINES PRODUCER through 

whi£~.·-~-!:!_~.....E.~!:..c~asinq group intends to pl_ace ~-s business; 

td}Jyl identifies the principal place of business of 
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the purchasing group; and 

tetill pcovides information required by the 

commissioner to verify that the purchasing group is 

qualified un<ler 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 domiciled 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, since October 27, 1986, purchased its 

insurance from an insurer licensed in any state: 

(c) thdt 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.H 
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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) "CancellationH 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) "l rsurer" means an insurer authorized to transact 

property or casualty insurance in this state or an 

unauthorized insurer transacting surplus lines insura~•~e in 

~!1_!_~~~!-~"!Y. 

(6) "Premium" means the contractual consideration 

-6- HB 297 
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l charged to an insured for insurance for a specified period 

2 of time, regardless of the timing of actual charges. 

3 (7) "Rate" means a monetary amount applied to the units 

4 of exposure assigned to a classification and used by an 

5 insurer to determine the premium for an insured. 

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

7 calculate: 

8 {aJ the premium for an insured; and 

9 (b) the parameter values used in such calculation after 

10 application of classification premium rates to units of 

11 exposure. 

12 (9) 11 Renewal" means an a3reement bet.wee>n an insurer and 

13 an insured to extend or continue an existing insurance 

14 policy for 90 days or more." 

15 NEW SECTION. Section 5. Severability. If a part of 

16 [this act] is invalid, all valid parts that are severable 

17 from the invalid part remain in effect. If a part of {this 

18 act} is invalid in one or more of its applications, the part 

19 remains in effect in all valid applications that are 

20 sever~·ble from the invalid applications. 

-End-
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HOUSE BILL NO. 297 

INTRODUCED BY SPRING 

BY REQUEST OF THE INSURANCE: CO~U-:ISSIONER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

LAWS RELATING TO SURPLUS LINES INSURANCE; ELIMINATING THE 

PLAC&MENT FEE; ALLOWING NONRESIDENT INSURANCE PRODUCERS TO 

BECOME SURPLUS LINES PRODUCERS; REQUIRING PURCHASING GROUPS 

TO IDENTIFY A LleBNSBB MONTAI \-LICENSED INSURANCE PIIODUCER 

WHEN REGISTERING WITH THE DEPARTMENT OF INSURANCE; 

SUBJECTING SURPLUS LINES PR9BB€BRS INSURERS 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. Section 33-2-305, HCA, 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 re~ident property, 

casualty, and surety insurance pcoducer and possesses a 

cucrent surplus lines insurance license issueJ by the 

commi.ssioner. 

( 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 fee 

prescribed by 33-2-708; 

(b) submitted to the coramissioner a completed license 

application on a form supplied by the commissioner: 

(c) been licensed as a ptopetty, casualty, and surety 

insurance producer continuously for 5 years or more; and 

(d) filed ~ith the commissioner and thereafter for as 

long as the licen~e 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 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 

JO days' prior written notice thereof. 

(3) The license expires on Aprill 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 annui1l renewal fee prescribed in 33-2-708. A surplus 

REFERENCE BILL 
-2- HB 297 



.... 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0297/02 

lines insurance producer who fails to apply for a renewal of 

the license 01 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.'' 

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

•33-2-306. Surplus lines insurance producer's aul.hor ity 

under license -- acceptance of business from other insurance 

producers ----p~aee•e"~--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 lldS not been app,,inted 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 collect~ 

tat an inspection fee for the actual costs of 

inspecting the risk to be covered;-aftd 

tbt--a--plncement--fee-ef-9~,,-ef-the-premium-ehnrged-te 

eover-the-ee~ts-of-i99a¼ng-and-8ervieing-~h@-poliey,-~h~-fee 

mny-not-be-½es~-than-$¼8-er-aor@-than-$¼88.• 

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

•33-11-1oe. Notice and registration requirements of 

purchasing groups. (l) A purchrlsing 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; 

1<!.L idenlifies the MONTANA-LICENSED insurance producer 

OR MONTANA-Ll :ENSED SURPLUS INSURANCE LINES PRODUCER through 

whi£~. ~_he_E_.u~'.hasing group intends to place its business; 

td)l~l identifies the principal place of business of 
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the purchasing group; and 

tetfil 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 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 domiciled on and after October 27, 1986, 

in any state of the United States; 

(b) (i) that, before october 21, 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) thdt was a purchasing group under the requirements 

of the federal Ptoduct Liability Risk Retention Act of 1981 

(15 U.S.C. 3901 through 3904) before it was amended by P.L. 

99-563, approved on Octouet 27, 1986; and 

Id) that does not purchase insurance that was not 

authorized for purposes of an exemption under the fpderal 

Product Liability Risk Retention Act of 1981, a~ 

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

•33-15-1102. Definitions. As used in this part, the 

following definitions apply unless the context requires 

otherwise: 

(1) "Anniversary dateM 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. 

12) "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) "l ~urer" means an insurer authorized to transact 

property or casualty insurance in this state or an 

unauthorized insurer transacting surplus lines insuran,:e in 

this stat,,. 

(6) "Premium" means the contractual consideration 
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1 charged to an insured for insurance for a specified period 

2 of time, regariless of the timing of actual charges. 

3 (7) "Rate" means a monetary amount applied to the units 

4 of exposure assigned to a classification and used by an 

5 insurer to determine the premium for an insured. 

6 (8) "Rating plan• means a rule used by an insurer to 

7 calculate: 

8 {a) the premium for an insured; and 

9 {b) the parameter values used in such calculation after 

10 application of classification premium rates to units of 

11 exposure. 

12 (9) "Renewal" means an a']r-eement between an insurer and 

13 an insured to extend or continue an existing insurance 

14 policy for 90 days or more." 

15 NEW SECTION. Section 5. Severability. If a part of 

16 (this act} is invalid, all valid pa[ts that are severable 

17 from the invalid part remain in effect. If a part of {this 

18 

19 

20 

act) is invalid in one O[ more of its applications, 

remains in effect in all valid applications 

severc•ble from the invalid applications. 

-End-
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