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SENATE BILL NO. 16 

INTRODUCED BY GAGE 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVIS~ THE 

LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

SERVICE COMPANIES: DIRECTING THE CODE COMMISSIONER TO CHANGE 

ANY REFERENCE TO THE TERM "SOLICITOR" TO "INSURANCE 

PRODUCER" WHEREVER IT APPEARS IN THE MONTANA CODE ANNOTATED; 

AND AMENDING SECTIONS 33-1-711, 33-2-7D5, 33-2-708, 

33-2-709, 33-3-401, 33-3-431, 33-7-406, 33-17-208, 

33-17-603, 33-20-303, 33-20-305, 33-22-502, 33-22-921, 

33-22-923, 33-22-924, 33-22-1501, 33-22-1504, 33-22-1513, 

33-22-1704, 33-23-302, 61-12-303, 61-12-304, AND 61-12-305, 

MCA. 11 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-711, MCA, is amended to read: 

"33-1-711. Appeals from the commissioner. (1) An appeal 

from the commissioner may be taken only from an order on 

hearing or with respect to a matter as to which the 

commissioner has refused a hearing. Any person who was a 

party to the hearing or whose pecuniary interests are 

directly and immediately affected by any order or reEJsal 

and who is aggrieved by an order or refusal may, within 30 
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days after the order has been mailed or delivered to the 

persons entitled to receive the same, the commissioner's 

order denying rehearing or reargument has been so mailed or 

delivered, or the comnissioner's refu~al to gr.;un. a hearing, 

appeal from the order on hearing or the refusal Jf a 

hearing. Any request for a stay of the com.missioner's Jrder 

must be made within 60 days, to run concurrently with the 30 

days for appeal. The appeal must be taken tc the district 

court of ~ewis and Clark County by filing written notice of 

appeal in the court and by filing a copy of the notice with 

the commissioner, except that in appeals from the suspension 

or revocation of the certificate of authority of a domestic 

insurer or of the license of an insurance producer or 

surplus lines insurance producer, the person taking the 

appeal may at his option, in lieu of the district court of 

Lewis and Clark Cour1ty, take the appeal to the district 

court of the county of Montana in which the insurer has its 

principal place of business or the licensee resides-

(2) Upon filing of the notice of appeal, the court has 

full jurisdiction and shall determine whether the filing 

operates as a stay of the order or action appeaJed from. 

(3) Within 20 days after filing of the copy of the 

notice of appeal in his office, the commissioner shall make 

and return to the court in which the appeal is pending a 

copy of his ordt-.•1 appealed from and a full and complete 

-2- INTRODUCED BILL 
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transcript, duly certified by the commissioner, of his 

record of the hearing upon which the order was issued, 

together with all exhibits and docJmentary evidence 

introduced at the hearing. IE the appeal is from an action 

of the commissioner with respect to which a hearing was 

refused, the commissioner shall, within the 20-day period, 

make and return to the court a full and complete transcript, 

duly certified by him, of all documents on file in his 

office directly relating to the matter as to which the 

appeal is taken. 

14) Upon receipt of the transcripts and evidence, the 

court shall hear the matter d~-novo as soon as reasonably 

possible thereafter. Upon the hearing of the appeal, the 
court shall consider the evidence contained in the 

transcript, exhibits, ar.d documents filed by the 

commissioner, together with additional proper evidence as 

may be offered by any party to the appeal. 

(5) After hearing the appeal, the court may affirm, 

modify, or reverse the order or action of the commissioner, 

in whole or in part, or remand the action to the 

commissioner for further proceedings in a~cordance with the 

court's direction. 

(6) Costs must be awarded as in civil actions. 

(7) Appeal may be taken to the supreme court from the 

judgment of the district court as in other civil cases to 
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of which the state is a party. A stay of the effectiveness 

judgment may be made only by order of the supreme court any 

upon the giving of security as that court considers proper. 

(8) This section does not apply to appeals as to 

matters covered by chapter 16.'' 

Section 2. Section 33-2-705, MCA, is amended to read: 

RJ]-2-705. Report on premiums and other consideration 

tax. ( 1) Each authorized insurer and each formerly 

authorized insurer with respect to premiums so received 

while an authorized insurer in this state shall file with 

the commissioner, on or before March 1 each year, a report 

in form as prescribed by the commissioner showing total 

direct premium income, including policy, membership, and 

other fees, premiums paid by application of dividends, 

refunds, savings, savings coupons, and similar returns or 

credits to payment of premiums for new or additional or 

extended or renewed insurance, charges for payment of 

premium in installments, and all other consideration for 

insurance from all kinds and classes of insurance, whether 

designated as a premium or otherwise, received by it a life 

insur€r or written by an insurer other than a life insure~ 

during the preceding calendar year on account of policies 

covering property, subjects, or risks located, resident, or 

to be performed in Mo11tana, with proper proportionate 

allocation of premium as to such property, subjects, or 

-4-
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risks in Montana insured under policies or contracts 

covering property, subjects, or risks located or resident in 

more than one state, after deducting from such total direct 

premium income applicable cancellations, returned premiums, 

the unabsorbed portion of any deposit premium, the amount of 

reduction in or refund of premiums allowed to industrial 

life policyholders for payment of premiums direct to an 

office of the insurer, all policy dividends, refunds, 

savings, savings coupons, and other similar returns paid or 

credited to-policyholders with respect to such policies. As 

to title insurance, ''premium'' includes the total charge for 

such insurance. No deduction shall be made of the cash 

surrender values of policies. Considerations received on 

annuity contracts shall not be included in total direct 

premium income and shall not be subject to tax. 

(2) Coincident with the filing of the tax report 

referred to in subsection (1) above, each such insurer shall 

pay to the commissioner a tax upon such net premiums 

computed at the rate of 2 3/4%. 

(3) That portion of the tax paid hereunder by an 

insurer on account of premiums received for fire insurance 

shall be separately specified in the repcrt as required by 

the commissioner, for apportionment as provided by law. 

Where insurance against fire is included with insurance of 

property against other perils at an undivided premium, the 
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insurer shall make such, reasonable allocation from such 

entire premium to the fire portion of the coverage as shall 

be stated in such report and as may be approved or accepted 

by the commissioner. 

(4) With respect to authorized insurers the premium tax 

provided by this section shall be payment in full and in 

lieu of all other demands for any and all state, county, 

city, district, municipal, and school taxes, licenses, fees, 

and excises of whatever kind or character, excepting only 

those prescribed by this code, taxes on real and tangible 

personal property located in this state, and Laxes payable 

under 50-3-109. 

{5) The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 

its taxes as required under this section. 

(6} In addition to the penalty provided for in 

subsection ( 5)' the commissioner may impose upon an insurer 

who fails to pay the tax required under this section a fine 

of $100 a day for each day the tax remains unpaid past th~ 

due date or 1% of the amount owed in tax, whichever is 

greater. 

(7) The commissioner may by rule provide a quarterly 

schedule for payment of portions of the premium tax under 

this section during the year in which such tax liability is 

accrued.'' 

-6-
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Section 3. Section 33-2-708, MCA, is amended to read: 

M]]-2-708. Fees and licenses. (1) Except as provided in 

33-17-212(2), the commissioner shall collect in advance and 

the persons served shall pay to the commissioner the 

following fees: 

(a) certificates of authority: 

(i) for filing applications for original certificates 

cf authority, articles of incorporation (except original 

articles of incorporation of domestic insurers as provided 

in subsection (l)(b)) and other charter documents, bylaws, 

financial statement, examination report, power of attorney 

to the commissioner, and all other documents and filings 

required in connection with the application and for issuance 

of an original certificate of authority, if 1ssued: 

(A) domestic insurers $ 600.00 

(B) foreign insurers . . • . . • . . . . . . . . . . . . . . . . . . . . 600.00 

(ii} annual continuation of certificate of authority 

(iii) reinstatement of certificate of 

600.00 

authority 

(iv) amendment of certificate of authority ..... 

25.00 

50.00 

(b) articles of incorporation: 

(i) filing original articles of incorporation of a 

domestic insurer, exclusive of (ees required to be paid by 

the corporation to the secretary of state . . . • . . . . . . 20.00 
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{ii) filing amendment of articles of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the secretary of state by a domestic corporation 

.................................................... 25.00 

(c) filing bylaws or amendment to bylaws where 

required .•........•................................ 10. 00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

25.00 ••••••••••••••••••••••••••••••••••••••• ■• ■ •••••••••• 

(e) i~surance producer's license: 

(i) application for original license, including 

issuance of license, if issued ...•......•.......•.. 15.00 

(ii) appointment of insurance producer, each insurer 

••••••••••••••• ■ ■ ■ •••••••••••••• ■ ••••••••••••••••••• 

(iii) temporary license ......................•. 

(iv) amendment of license (excluding additions 

license) or reissuance of master license .......... . 

( f) nonresident insurance producer's license: 

10.00 

15.00 

to 

15.00 

(i) application 

issuance of license, 

(ii) appointment 

for original license, including 

if issued .....•............. , . 100. 00 

of insurance producer, each insurer 

10.00 

(iii) annual renewal of license ............... . 10.00 

(iv) amendment of license (excluding additions to 

license) or re1ssuance of master license .......... . 10.00 

-8-
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(g} examination, if administered by the commissioner, 

for license as insurance producer, each examination 

15.00 

(h) surplus lines insurance producer license: 

(i) application for original license and for issuance 

of license, if issued .......••....••............... 

(ii) annual renewal of license •..............•. 

(i) adjuster 1 s license: 

50.00 

50.00 

(i) application for original license and for issuance 

of license, if issued ....................•......... 

(ii) annual renewal of license •........... , .... 

15.00 

15.00 

I j) insurance vending machine license, each machine, 

each year ..•.••..••.•..... , ••••••••••...••.•••..••• 10.00 

(k) commissioner's certificate under seal (except when 

on certificates of authority or licenses) , .•....... 10.00 

(1) copies of documents on file in the commissioner's 

office, per page .•........................•........ • 5 0 

(m) policy forms: 

(i) filing each policy form ..........•........ 25.00 

(ii) filing each application, rider, endorsement, 

amendment, insert page, schedule of rates, and clarification 

of risks ....••...•• , •.,, • • • • • • • • .. • · • • • • • · · · · • · • · · · · 10.00 

(iii) maximum charge if policy and all forms submitted 

at one time or resubmitted for approval within 180 days 

100.00 
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(n) applications for approval of prelicensing education 

courses: 

( i ) reviewing initial application ..•.......... 150,00 

(ii) periodic review .. . . . .•. .. . . . . . . . . . . . . . . . . . 50.00 

(2) The commissioner shall promptly deposit with the 

state treasurer to the credit of the general fund of this 

state all fines and penalties, those amounts received 

pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees 

and exam·ination and miscellaneous charges that are collected 

by him pursuant to Title 33 and the rules adopted under 

Title 33. 

(3) All fees are considered fully earned when received. 

In the event of overpayment, only those amounts in excess of 

$10 will be refunded." 

Section 4. Section 33-2-709, MCA, is amended to read: 

"33-2-709. Retaliatory fees, taxes, and other 

obligations. (1) When by or pursuant to the :aws of any 

other state or foreign country any taxes, licenses, and 

other fees, in the aggregate, and any fines, penalties, 

deposit requirements, or other material obligations, 

prohibitions, or restrictions are or would be imposed upon 

Montana insurers or upon the insurance producers or 

representatives of such insurers which are in excess of such 

taxes, licenses, and other fees, in the aggregate, or which 

are in excess of the fines, penalties, deposit ~equirements, 

-10-
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or other obligations, prohibitions, or restrictions directly 

imposed upon similar insurers or upon the insurance 

producers or representatives of such insurers of such other 

state or country under the statutes of this state, so long 

as such laws of such other state or country continue in 

force or are so applied, the same taxes, licenses, and other 

fees, in the aggregate, or fines, penalties, or deposit 

requirements or other material obligations, prohibitions, or 

restrictions of whatever kind shall be imposed by the 

commissioner upon the insurers or upon the insurance 

producers or representatives of suCh insurers of such other 

state or country doing business or seeking to do business in 

Montana. Any tax, license, or other fee or other obligation 

imposed by any city, county, or other political subdivision 

or agency of such other state or country on Montana insurers 

or their insurance producers or representatives shall be 

deemed to be imposed by such state or country within the 

meaning of this section. 

(2} This section shall not apply as to any fees in 

conjunction with the licensing of insurance producers, 

personal income taxes, ad valorem taxes on real or personal 

property, or special purpose obligations or assessments 

imposed by another state or by an agency of this state other 

than the department in connection with particL1lar kinds of 

insurance other lhan property insurance, except that 
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deductions from premium taxes or other taxes otherwise 

payable allowed on account of real estate or personal 

property taxes paid shall be taken into consideration by the 

commissioner in determining the proprlety and extent of 

retaliatory action under this section. 

( 3) {a) For the purposes of this section the domicile 

of an alien insurer, other than insurers :armed under the 

laws of Canada, shall be that state designated by the 

insurer in writing filed with the commissioner at time of 

admission to this state or within 6 months after January 1, 

1961, whichever date is the later, and may be any one of the 

following states: 

{ i) that in which the insurer was first authorized to 

transact insurance; 

(ii) that in which is located the insurer's principal 

place of business in the United States; 

(iii) that in which 1s held the larger deposit of 

trusteed assets of the insurer for the protection o[ its 

policyholders and creditors in the United States. 

(b) If the insurer makes no such designation, its 

domicile shall be deemed to be that state in which is 

located its principal place of business in the United 

States. 11 

Section 5. Section 33-3-401, MCA, is amendeJ to redd: 

"33-3-401. Home office and records penalty for 

-12-
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unlawful removal of records or assets. (l) Every domestic 

insurer shall have and maintain its principal place of 

business and home office in this state and shall keep 

therein complete records of its assets, transactions, and 

affairs in accordance with such methods and systems as are 

customary or suitable as to the kind or kinds of insurance 

transacted. Records of the insurer's ogerations and other 

financial records reasonably related to its insurance 

operations for the preceding 5 years must be maintained and 

be available to the commissioner or his duly constituted 

examiner. 

(2) Every domestic insurer shall have and maintain its 

assets in this state, except as to: 

(a) real property and personal property appurtenant 

thereto lawfully owned by the insurer and located outside 

this state; and 

(bl such property of the insurer as may be customary, 

necessary, and convenient to enable and facilitate the 

operation of its branch offices and regional home offices 

located outside this state as referred to in subsection (4) 

below. 

( 3 l Removal of all or a material part of the records or 

assets of a domestic insurer from this state except pursuant 

to a plan of merger or consolidation approved by tl1e 

commissioner under this code or for such reasonable purposes 

-13-
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and periods of time as may be approved by the commissioner 

in writing in advance of such removal or concealment of such 

records or assets or material part thereof from the 

commissioner is prohibited. Any person who removes or 

attempts to remove such records or assets or such material 

part thereof from the home office or other place of business 

or of safekeeping of the insurer in this state with the 

intent to remove the same from this state or ~ho conceals or 

attempts to conceal the same from the commissioner, in 

violation of this subsection, shall upon convicticn thereof 

be guilty of a felony punishable by a fine of not more than 

$10,000 or by imprisonment in the penitentiary :or not more 

than 5 years or by both such fine and imprisonment in the 

discretion of the court. Upon any removal or attempted 

removal of such records or assets or upon retention of such 

records or assets or material part thereof outside this 

state beyond the period therefor specified in the 

commissioner's consent under which the records were so 

removed thereat or upon concealment of or attempt to conceal 

records or assets in violation of this section, the 

conunissioner may institute delinquency proceedings against 

the insurer pursuant to the provisions of chapter 2, part 

13. 

(4) This section shall not be deemed to pruhibit or 

preve11t an insurer from: 

-14-
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(a) establishing and maintaining branch offices or 

regional home offices in other states where necessary or 

convenient to the transaction of its business and keeping 

therein the detailed records and assets customary and 

necessary for the servicing of its insurance in force and 

affairs in the territory served by such an office, as long 

as such records and assets are made readily available at 

such office for examination by the commissioner at his 

request; 

• (b) having, depositing, or transmitting funds and 

assets of the insurer in or to jurisdictions outside of this 

state as reasonably and customarily required in the regular 

course of its business; 

{c) making deposits 

provided by 33-2-604(3)." 

under custodial arrangements as 

Section 6. Section 33-3-431, MCA, is amended to read: 

"33-3-431. Borrowed surplus. (1) A domestic stock or 

mutual insurer may borrow money to deEray the expenses of 

its organization, provide it with surplus fu11ds, or for any 

purpose of its business, upon a written agreement that such 

money is required to be repaid only out of the insurer's 

surplus in excess of that stipulated in such agreement. The 

agreement may provide for interest "e~--exeeedtng--6%--per 

Bnntlffl at a tdte no greater than the rate established in 

25-9_:2Q_2, which interest shall or shall not constitute a 
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liability of the insurer as to its funds other than such 

excess of 

commlssion 

surplus, as stipulated in the agreement. No 

or promotion expense shall be paid in connection 

with any such loan. 

(2) Money so borrowed, together with the interest 

thereon if so stipulated in the agreement, shall not form a 

part of the insurer's legal liabilities except as to its 

surplus in excess of the amount thereof stipulated in the 

agreement or be the basis of any setoff; but until repaid, 

financial statements filed or published by the insurer shall 

show as a footnote thereto the amount thereof then unpaid 

together with any interest thereon accrued but unpaid. 

(3) Any such loan to a mutual insurer shall be subject 

to the commissioner's approval. The insurer 

advance of the loan, file with the commissioner a 

shall, in 

statement 

of the purpose of the loan and a copy of the proposed loan 

agreement. The loan and agreement shall be deemed approved 

unless within 15 days after date of such filing the insurer 

is notified of the commissioner's disapproval and the 

reasons therefor. The commissioner shall disapprove any 

proposed loan or agreement if he finds the loan is 

unnecessary or excessive for the purpose intended or that 

the terms of the loan agreement are not fair and equitable 

to the parties, and to other similar lenders, if any, to the 

insurer, or that the information so filed by the insurer is 
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inadequate. 

{4) Any such loan to a mutual insurer or substantial 

portion thereof shall be repaid by the insurer when no 

longer reasonably necessary for the purpose originally 

intended. No repayment of such loan shall be made by a 

mutual insurer unless 

commissioner. 

in advance approved by the 

(5) This section shall not apply to loans obtained by 

the insurer in ordinary course of business from banks and 

other financial institutions or to loans secured by pledge 

or mortgage of assets." 

Section 7. Section 33-7-406, MCA, is amended to read: 

"33-7-406. Annual statement -- penalty for failure to 

file o~--to-eomply. A-9oeiety-"egleeti~g-to-Eile-the-a"n~ai 

~tatement-¼ft-the-fo~m-aftd-within-tne-t±me-previded--±n--tn±~ 

~art-shall-fo~£e±t The commissioner may impose a fine upon a 

society not to exceed $100 for each day dttr±ng-wh±eh-~aek 

ne9ieet-eent±ntle~;-and,-ttpon-~ot±ee-by-the--eofflffl±3~±oner--to 

that--ef£eet 7 --its--attthor±ty--to--do-btl~iness-±n-this 3tate 

shall-eea~e-wh¼le-s~eh-defattit-eontinttes after March 1 thdt 

a society fails to file the annual statement required by 

33-7-404. The fine may not exceed Sl!_OOO." 

Section 8. Section 33-17-208, MCA, is amended to read: 

"33-17-208. Prelicensiqg education basic 

requirement. (1) (a) A person applying for a license to act 
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as an insurance producer for property, casualty, and surety 

insurance shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examination, unless he is exempted from 

the requirement under subsection {3}. 

(b) A person applying for a license to act as an 

insurance producer for life and disability insurance or as 

an enrollment representative for a health service 

corporation shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examination, unless he is exempted from 

the requirement under subsection (3). 

( 2 l A person applying for licenses to act as an 

insurance producer for both the property, casualty, and 

surety areas and the life and~ disability areas must meet 

the education requirements in all the areas of insurance. 

(3) The minimum prelice11sing education requirement does 

not apply to a person who: 

(a) has been licensed within the 12 preceding months as 

an insurance producer in another state that requires 

prelicensing education and has completed the education in 

the other state; 

(b) seeks a nonresident license, having been licensed 

as an insurance provider in his state of residence for at 

least 1 year; 
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{c) seeks a nonresident license and is from a state 

having a prelicensing education requirement; 

(d) seeks to reinstate a license lapsed for less than 2 

years; 

( e) 

( f) 

seeks a temporary license under 33-17-216; or 

is exempt from examination requirements 

33-17-212t5tl21_-" 

under 

Section 9. Sect ion 3 3-17-603, MCA, is amended to read: 

"33-17-603. Certificate of registration. (1) Except as 

provided in 33-17-604, a person may not act as or hold 

himself out to be an administrator in this state unless he 

holds a certificate of registration as an administrator. 

(2} An application for a certificate of registration 

must be accompanied by a fee of $100. The commissioner shall 

issue the certificate unless he finds that the applicant is 

not competent, trustworthy, financially responsible, or of 

good personal and business reputation or that the applicant 

has had a previous application for a license de11ied for 

cause within 5 years. 

(3) The certificate of registration is renewable 

annually on the-dat~-of-:isstH! ~- A request for re;1ewal 

must be accompanied by a renewal fee of ~100. 

(4) The certificate of registration may be suspend··d or 

revoked if, after notice and hearing, the commissioner finds 

that the administrator has violated any of the requirements 
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of this part or that the administrator is not competent, 

trustworthy, financially responsible, or of good personal 

and business reputation. 

(5} Unless the certification requirement is waived, a 

person who acts as an administrator ~ithout a certificate of 

registration is subject to a fine of not less than $500 or 

more than $1,500.'' 

Section 10. Section 33-20-303, MCA, is amended to read: 

"33-20-303. Incontestability. If any statements other 

than those relating to age,-~ex, and identity are required 

as a condition to issuing an annuity or pure endowment 

contract, other than a reversionary, survivorship, or 

annuity, and subject to 33-20-305, there shall 

group 

be a 

provision that the contract shall be incontestable after it 

has been in force during the lifetime of the person or of 

each of the persons as to whom such statements are required, 

for a period of 2 years from its date of issue, except for 

nonpayment of stipulated payments to the insurer; and at the 

option of the insurer such contract may also except any 

provisions relative to benefits in the event of disability 

and any provisions which grant insurance specifically 

against death by accident or accidental rneans. 11 

Section 11. Section 33-20-305, MCA, is amended to read: 

"33-20-305. Misstatement of age or sex. In an annuity 

or pure endowment contract, other than a reversionary, 
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survivorship, or group annuity, there shall be a provision 

that if the age or-9ex of the person or persons upon whose 

life or lives the contract is made, or of any of them, has 

been misstated, the amount payable or benefits accruing 

under the contract shall be such as the stipulated payment 

or payments to the insurer would have purchased accorqing to 

the correct age ot'-~ex and that if the insurer shall make or 

has made any overpayment or overpayments on account of any 

such misstatement, the amount thereof, with interest at the 

rate to be specified in the contract but not exceeding 6\ 

per annum, may be charged against the current or next 

succeeding payment· or payments to be made by the insurer 

under the contract.'' 

Section 12. Section 33-22-502, MCA, is amended to cead: 

•33-22-502. Required provisions of group policies. Each 

~tteh group disability insurance policy ~ha%¼ delivered or 

issued for delivery in this state must contain in substance 

the following provisions: 

(1) a provision that, in the absence of fraud, all 

statements made by applicants or the policyholder or by an 

insured person shall be deemed representations and not 

warranties and that no statement made for the purpose of 

effecting insurance shall avoid such insurance or reduce 

benefits unless contained in a written instrument signed by 

the policyholder or the insured person, a copy of which has 
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been furnished to such policyholder or to such person or his 

beneficiary; 

(2) a provision that the insurer will furnish to the 

policyholder for delivery to each employee or member of the 

insured group a statement in summary form of the essential 

features of the insurance coverage of such employee or 

member and to whom benefits thereunder are payable. If 

dependents are included· in the coverage, only one 

certificate need be issuei for each family unit. 

(3) a provision that to the group originally insured 

may be added from time to time eligible new employees or 

members or dependents, as the case may be, in accordance 

with the terms of the policy. 

(4) a provision that reads: 

Conformity with state statutes. A provision of this 

policy that on its effective date conflicts with the 

statutes of the state in which the insured resides on that 

date is hereby amended to conform to the minimum 

requirements of those statutes,'' 

Section 13. Section 33-22-921, MCA, is amended to read: 

"33-22-921. Discontinuance or nonrenewal -- altern.: te 

policy or certificate -- same insurer. (1) If a disability 

insurer discontinues or does not renew a medicare supplement 

policy product or certificate and offers an alternate 

medicare supplement policy or certificate to its insureds 
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within this state, it may not deny benefits under the 

replacing policy or certificate to an insured who receives 

treatment for a condition that was a covered expense under 

the replaced policy or certificate and is a covered expense 

under the replacing policy or certificate if the insured 

enrolls in and pays the premium for the replacing policy or 

certificate within 31 days after the termination of the 

replaced policy or certificate. 

(2} A disability insurer who discontinues or does not 

renew a medicare supplement policy product or certificate 

and offers an alternate medicate supplement policy or 

certificate shall base its premium for the alternate policy 

or certificate on the rates currently in place for that 

policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or certificate, any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 

policy or certificate.'' 

Section 14. Section 33-22-923, MCA, is amended to read: 

"33-22-923. Replacement policy or cert.ificate 

different insurer. (1) If a disability insurer reµlaces a 

medicare supplement policy or certificate, it may not deny 

benefits under the replacing policy or certificate to an 
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insured who receives treatment for a condition that was a 

covered expense under the replaced policy or certificate and 

is a covered expense under the replacing policy or 

certificate if the insured pays the premium for the 

replacing policy or certificate when due or within 31 days 

after the termination of the replaced policy or certificate. 

{2) An insurer who replaces a medicare supplement 

policy or certificate shall base its premium for the 

replacement policy or certificate on the rates currently in 

place for that policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or certificate, any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 

policy or certificate. 

(4) To receive the benefits of subsections (1) through 

(3), a person shall submit to the replacing insurer proof of 

prior coverage, evidence of benefits provided under the 

previous policy or certificate, and the effective date and 

the date of termination of coverage under the previous 

policy or certificate.'' 

Section 15. Section 33-22-924, MCA, is amended to read: 

11 33-22-924. Renewal requirement. (1) If a person pays a 

renewal premium on the date it is due or within 31 days 
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after it is due, an insurer may not refuse to renew a 

rnedicare supplement policy or certificate 

insurer: 

unless the 

(a) refuses to renew all policies or certificates in 

this state that are of the same form and iS$ued to persons 

of the same class; and 

(b) offers a replacement policy or -~~rtificate at 

actuarially justified rates. 

( 2) If an insurer refuses to renew all policies or 

certificates in this state that are of the same form and 

issued to persons of the same class, the policies or 

certificates will remain in force during the grace period 

stated in the replaced policy or certificate. An insurer's 

refusal to renew a policy or certificate may not affect a 

claim that arose under the ~ep½aeed discontinued policy or 

certificate during the period in which an insured was 

confined without interruption to a medical care facility for 

treatment." 

Section 16. Section 33-22-1501, MCA, 

read: 

is amended to 

"33-22-1501. Definitions. As used in this part, the 

following definitions apply: 

( l) "Association'' means the comprehensive health 

association created by 33-22-1503. 

( 2) "Association plan" means a policy of insurance 
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coverage offered by the association through the 

carrier. 

lead 

( 3) "Association plan premium" rnea.ns the charge 

determined pursuant to 33-22-1512 for membership in the 

association plan based on the benefits provided in 

33-22-1521. 

( 4) 

(a) 

''Eligible person'' means an individual who: 

is a resident of this state and applies for 

coverage under the association plan; and 

(b) unless the individual's eligibility is waived by 

the association, within 6 months prior to the date of 

application, has been rejected for disability insurance or 

health service benefits by at least two insurers, societies, 

or health service corporations, or has had a restrictive 

rider or preexisting conditions limitation, which limitation 

is required by at least two insurers, societies, or health 

service corporations, which has the effect of substantially 

reducing coverage from that received by a person considered 

a standard risk, 

( 5) "Health service corporation" means a corporation 

operating pursuant to Title 33, chapter 30, and offering or 

selling contracts of disability insurance. 

( 6) ''Insurance arrangement'' means any plan, program, 

contract, or other arrangement to the extent not exempt from 

inclusion by virtue of the provisions of the federal 
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Employee Retirement Income Security Act of 1974 under which 

one or more employers, unions, or other organizations 

provide to their employees or members, either directly or 

indirectly through a trust of a third-party administrator, 

health care services or benefits other than through an 

insurer. 

(7) "Insurer" means a company operating pursuant to 

Title 33, chapter 2 or 3, and offering or selling policies 

or contracts of disability insurance, as provided in Title 

33, chapter 22. 

(8) ''Lead carrier'' means the licensed administrator or 

insurer selected by the association to administer the 

association plan. 

( 9) ''Preexisting condition'' means any condition for 

which an applicant for coverage under the association plan 

has received medical attention during the 5 years 

immediately preceding the filing of an application. 

(10) ''Qualified plan'' means those health benefit plans 

certified by the commissioner as providing the minimum 

benefits required by 33-22-1521 or the actuarial equivalent 

of those benefits. 

means a fraternal benefit society ( 11) "Society" 

operating pursuant to Title 33, chapter 7, and offering or 

selling certificates of disability insurance.'' 

Section 17. Section 33-22-1504, MCI\, is amended to 
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read: 

"33-22-1504. Association board of directors 

organizatione (1) There is a board of directors of the 

association, consisting of eight individuals: 

(a) one from each of the seven participating members of 

the association with the highest annual premium volume of 

disability insurance contracts or health service corporation 

contracts, derived from or on behalf of residents in the 

previous calendar year, as determined by the commissioner: 

and 

(b) a member at large, appointed by the commissioner to 

represent the public interest, who shall serve in an 

advisory capacity only. 

(2} Each of the seven board members representing the 

association members is entitled to a ~eighted average vote, 

in person or by proxy, based on the association member's 

annual Montana premium volume. However, a board member may 

not have more than 50\ of the vote. 

(3) Members of the board may be reimbursed from the 

money of the association for expenses incurred by them due 

to their service as board members but may not otherwise be 

compensated by the association for their services. The costs 

of conducting the meetings of the association and its board 

of directors must be borne by participating members of the 

association in accordance with 33-22-1513." 
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Section 18. section 33-22-1513, MCA, is amended to 

read: 

"33-22-1513. Operation of association plan. (1) Upon 

acceptance by the lead carrier under 33-22-1516, an eligible 

person may enroll in the association plan by payment of the 

association plan premium to the lead carrier. 

( 2) Not less than 88% of the association plan premiums 

paid to the lead carrier may be used to pay claims and not 

more than 12% may be used for payment of the lead carrier's 

direct and indirect expenses as specified in 33-22-1514. 

(3) Any income in excess of the costs incurred by the 

association in providing reinsurance or administrative 

services must be held at inte"rest and used by the 

association to offset past and future losses due to claims 

expenses of the association plan or be allocated to reduce 

association plan premiums. 

(4) ~ Each participating member of the association 

Shall share the losses due to claims expenses of the 

association plan for plans issued or approved for issuance 

by the association and shall share in the operating and 

administrative expenses incurred or estimated to be incurred 

by the association incident to the conduct of its affairs. 

Claims expenses of the association plan that exceed the 

premium payments allocated to the payment of benefits are 

the liability of the association members. Association 
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members shall share in the claims expenses of the 

association plan and operating and administrative expenses 

of the association in an amount equal to the ratio of: 

t8t1iJ.. the association member's total disability 

insurance premium received from or on behalf of Mo~tana 

residents divided by; 

tbt(ii} the total disability premium received by all 

association members from or on behalf of Mo~tana residents, 

as determined by the commissioner. 

(b) __ For __ ___E_u~s_es of this subsection ill, "total 

disability insurance premium" does not include premiums 

received from disability income insurance, credit disability 

insurance, disability waiver in~~~~anc~_, or life insurance. 

(5) The association shall make an annual determination 

of each association member's liability, if any, and may make 

an annual fiscal yearend assessment if necessary. The 

associdtion may also, subject to the approval of the 

commissioner, provide for interim assessments against the 

association members as may be necessary to assure the 

financial capability of the association in meeting the 

incurred or estimated claims expenses of the association 

plan and operating and administrative expenses of the 

association until the association's next annual fiscal 

yearend assessment. Payment of an assessment is due within 

30 days of receipt by an association member of a written 
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notice of a fiscal yearend or interim assessment. Failure by 

a contributing member to tender to the association the 

assessment within 30 days is grounds for termination of 

membership. An association member that ceases to do 

disability ins~rance business within the state remains 

liable for assessments through the calendar year during 

which disability insurance business ceased. The association 

may decline to levy an assessment against an association 

member if the assessment, as determined pursuant to this 

section, would not exceed $10. 

(6) Any annual fiscal yearend or interim assessment 

levied against an association member may be offset, in an 

amount equal to the assessment paid to the association, 

against the premium tax payable by that association member 

pursuant to 33-2-705 for the year in which the annual fiscal 

yearend or interim assessment is levied. The insurance 

commissioner shall, each year the legislature meets in 

regular session, on or before January 15, report to the 

legislature the total amount of premium tax offset claimed 

by association members during the preceding biennium." 

Section 19. section 33-22-1704, MCA, is amended to 

read: 

"33-22-1704. Preferred provider agreements authorized. 

(1) Notwithstanding any other proviston of law to the 

contrary, a health care insurer may: 
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(a) enter into agreements with providers relating to 

health care services that may be rendered to insureds or 

subscribers on whose behalf the health care insurer is 

providing health care coverage, including preferred provide.r 

agreements relating to: 

{i) the amounts an insured may be charged for services 

rendered; and 

{ii) the amount and manner of payment to the provider; 

and 

( b) issue or administer policies or subscriber 

contracts in this state that include incentives for the 

insured to use the services of a provider that has entered 

into an agreement with the insurer pursuant to subsection 

( 1) (a). 

(2) A preferred provider agreement issued or delivered 

in this state may not unfairly deny health benefits for 

health care services covered. 

(3) ~n±~---part---dees--net--reqtt±re--that--aft--insttrer 

negotiate--er--enter--into--agreements--witn--any---~peeitie 

pro~±der--er--e½a~s--et--prov±derso Health care_insurers may 

place reasonable limits on the number or classes of 

preferred providers that satisfy the standards set forth by 

the health care insurer. However~ insurers may not 

discriminate against providers on th@ basis of __ ~0qion, 

race, cglor, national origin, age, sex, QI__!!:!~~~l status 
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and shall select preferred providers primarily on but not 

limited to cost and availability of covered services and the 

quality of services perform~,9:. __ by the providers~" 

Section 20. Section 33-23-302, MCA, is amended to read: 

"33-23-302. Cancellation or alteration of pol~ 

increase of premium rates sixty days' written notice 

required. Any insurer who insures a physician and surgeon, 

registered nurse, nursing home administrator, dentist, 

registered physical therapist, podiatrist, licensed 

pharmacist, psychologist, osteopath, chiropractor, 

optometrist, or veterinarian, duly licensed as--stten under 

the laws of this state, or a licensed hospital or long-term 

care facility as the_ employer of any such person against 

liability for error, omission, professional negligence, or 

performance of services without consent shaii ~ not cancel 

or alter the policy so insuring ~tlch the person or increase 

the premium rates thereon without first providing the 

insured 60 days' written notice of the insurer's intention 

to cancel or alter the policy or increase the premium 

rates." 

Section 21. Section 61-12-303, MCA, is amended to read: 

"61-12-303. Requirements for license. (1) No-¼-i-eense 

shBll-be-±s5ued-by-the The commissioner may not issue a 

license to a company until the company has filed with him 

the following: 
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{a) a formal application in such form and detail as the 

commissioner may require, executed under oath by its 

president or other principal officer; 

(b) a copy of the form of its contract; 

(c) a certified copy of its charter or articles of 

incorporation and its bylaws, if any; 

(d) a financial statement in such form and detail as 

the commissioner may require, executed on oath by its 

president or other principal officer; 

(e) a certificate from the ~tate-trea~~re~ commissioner 

that it has complied with 61-12-304 in all cases where a 

deposit of cash or a bond is required by this part; 

(f) a certificate from the corporation commissioner of 

the state of Montana, in the event it be a corporation, that 

it has complied with the corporation laws of said state. 

(2) No-ti-een~e-shaii-be-i-ss~ed-by-the The commissioner 

may not issue a license to a company until the company has 

paid to the commissioner $100 as an annual license fee, or 

the pro rata portion thereof necessary to be paid to the end 

of the current calendar year from the date of the 

application for ~tleh the license. 

{3) No-lieense-~haii-be-is~aed-by-tne The commissioner 

~- no_t __ issue_~ license until the company has satisfied him 

by ~tleM an examination as-he-may-ma~e and sueh evidence e~ 

file the _comm_issioner may require, in his discretion, that 
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~tteh the company has complied with the laws of the state of 

and Montana and that its management is trustworthy 

competent." 

Section 22. Section 61-12-304, MCA, is amended to read: 

•61-12-304. Deposits required. No--iteen~e--~he¼~--be 

granted The commissioner may not grant a license to a 

company e~-herein-deE±ned-exeept-a9-nereinaEter-~tated until 

it has deposited with the ~tate-trea~tlrer commissioner the 

sum of $25,000 in cash or in lieu thereof a bond in a form 

prescribed by the commissioner payable to the state of 

Montana in the sum of $25,000, with surety approved by the 

commissioner, conditioned upon the faithful performance of 

its service contracts and payment of any fines or penalties 

levied against it for failure to comply with this part7 

p~e¥idea,-however,--that. However, when any company,--e3 

herein--de£ined,-shall-pro~e proves to the commissioner that 

it has been in continuous, active operation in the state for 

a period of more than the preceding 5 years ±ffifflediately-last 

past and has a paid membership of more than 5,000 me~bers 

within the state or that there are more than 5,000 holders 

of its service contracts within the state and that it is 

22 being properly managed, is rendering to its members the 

23 

24 

25 

services promised to them, and is financially responsible, 

no--~tleh a cash deposit or bond ~n~~i-be is not require9 

while stteh the company remains in ~tteh lhat condition. The 
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is not req~±red-in-any 

the protection of the 

Section 23. Section 61-12-305, MCA, is amended to read: 

"61-12-305. Expi~etion Continuance of license. E~e~y 

Subject to paym~nt by January 1 of each year of the annual 

license fee required under 61-12-303, each license ¼~~tt~d 

herettnder-~he~~-exp½re-annttaliy-on-danttary-l--or--eaeh--year 

ttnle~~--sooner continues in force as long as the company is 

entitled to the license under this .e_art or until the license 

is revokedL er suspendedL a~--hereinerter--provided 

otherwise terminated.'' 

NEW SECTION. Section 24. Policy provisions 

or 

conformity with state statutes. Each policy regulated by 

this part must contain a provision as follows: 

Conformity with state statutes. A provision oE this 

policy that on its effective date conflicts with the 

statutes of the state in which the insured resides on that 

date is hereby amended to conform to the minimum 

requirements of those statutes. 

NEW SECTION. Section 25. casualty insurance policy 

conformity with state statutes. A casualty insurance policy 

relative to a risk resident, located, or to be performed in 

this state mu$t contain a provision as follows: 

Conformity with state statutes. A provision of this 

-36-



SB 0016/01 SB 0016/01 

l policy that on its effective date conflicts with the l provisions of Title 33, chapter 23, part 1, apply to 

2 statutes of the state in which the insured resides on that 2 [ section 25]. 

3 date is hereby amended to conform to the minimum 3 ( 3) [Section 26] is intended to be codified as an 

4 requirements of those -statutes. 4 integral part of Title 33, chapter 24, part 1, and the 

5 NEW SECTION. Section 26. Property insurance policy 5 provisions of Title 3 3, chapter 24, part 1, apply to 

6 conformity with state statutes. A property insurance policy 6 (section 26]. 

7 relative to a risk resident, located, or to be performed in 
-End-

8 this state must contain a provision as follows: 

9 Conformity with state statutes. A provision of this 

10 policy that on its effective date conflicts with the 

11 statutes of the state in which the insured resides on that 

12 date is hereby amended to conform to the minimum 

13 requirements of those statutes. 

14 NEW SECTION. Section 27. Name change short form 

15 amendment. Wherever it appears in 33-7-519, 33-17-206, 

16 33-18-210, and 33-18-501 or in insurance laws enacted by the 

17 52nd legislature, the code commissioner is directed to 

18 change the term ''solicitor'' to ''insurance producer". 

19 NEW SECTION. Section 28. Codification instruction. (1) 

20 (Sectlon 24) is intended to be codified as an integral part 

21 of Title 33, chapter 20, parts 1 and 12, and the provisions 

22 of Title 33, chapter 20, parts 1 and 12, apply to (section 

23 24]. 

24 (2) [Section 25] is intended to be codified as an 

25 integral part of Title 33, chapter 23, part 1, and the 
-38-
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SENATE BILL NO. 16 

INTRODUCED BY GAGE 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

BY REQUEST OF THE STATE AUDITOR 

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

LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

SERVICE COMPANIES; DIRECTING THE CODE COMMISSIONER TO CHANGE 

ANY REFERENCE TO THE TERM "SOLICITOR" TO "INSURANCE 

PRODUCER" WHEREVER IT APPEARS IN THE MONTANA CODE ANNOTATED; 

ANB AMENDING SECTIONS 33-1-704, 33-1-711, 33-2-705, 

33-2-708, 33-2-709, 33-3-401, 33-3-431, 33-7-406, 33-17-102, 

33-17-208, 33-17-603, 33-20-303, 33-20-305, 33-22-502, 

33-22-921, 33-22-923, 33-22-924, 33-22-1501, 33-22-1504, 

33-22-1511, 33-22-1512, 33-22-1513, 33-22-1514, 33-22-15li,_ 

33-22-1516, 33-22-1521, 33-ii-lT84, 33-23-302, 61-12-303, 

61-12-304, AND 61-12-305, MCA; AND REPEALING SECTION 

33-22-1522, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-711, MCA, is amended to read: 

•33-1-111. Appeals from the commissioner. {l) An appeal 

from the commissioner may be taken only from an order on 

hearing or with respect to a matter as to which the 

commissioner has refused a hearing. Any person who was a 

party to the hearing or whose pecuniary interests are 
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directly and immediately affected by any order or refusal 

and who is aggrieved by an order or refusal may, within 30 

days after the order has been mailed or delivered to the 

persons entitled to receive the same, the commissioner's 

order denying rehearing or reargument has been so mailed or 

delivered, or the commissioner's refusal to grant a hearing, 

appeal from the order on hearing or the refusal of a 

hearing. Any request for a stay of the commissioner's order 

must be made within 60 days, to run concurrently with the 30 

days for appeal. The appeal must be taken to the district 

court of Lewis and Clark County by filing written notice of 

appeal in the court and by filing a copy of the notice with 

the commissioner, except that in appeals from the suspension 

or revocation of the certificate of authority of a domestic 

insurer or of the license , of an insurance producer or 

surplus lines insurance producer, the person taking the 

appeal may at his option, in lieu of the district court of 

Lewis and Clark County, take the appeal to the district 

court of the county of Montana in which the insurer has its 

principal place of business or the licensee resides. 

(2) Upon filing of the notice of appeal, the court has 

full jurisdiction and shall determine whether the filing 

operates as a stay of the order or action appealed from. 

(3) Within 20 days after filing of the copy of the 

notice of appeal in his office, the commissioner shall make 

SECOND READING 
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and return to the court in which the appeal is pending a 

copy of his order appealed from and a full and complete 

transcript, duly certified by the commissioner, of his 

record of the hearing upon which the order was issued, 

together with all exhibits and documentary evidence 

introduced at the hearing. If the appeal is from an action 

of the commissioner with respect to which a hearing was 

refused, the commissioner shall, within the 20-day period, 

make and return to the court a full and complete transcript, 

duly certified by him, of all documents on file in his 

office directly relating to the matter as to which the 

appeal is taken. 

(4) Upon receipt of the transcripts and evidence, the 

court shall hear the matter de-nevo as soon as reasonably 

possible thereafter. Upon the hearing of the appeal, the 

court shall consider the evidence contained in the 

transcript, exhibits, and documents filed by the 

commissioner, together with additional proper evidence as 

may be offered by any party to the appeal. 

(5) After hearing the appeal, the court may affirm, 

modify, or reverse the order or action of the commissioner, 

in whole or in part, or remand the action to the 

commissioner for further proceedings in accordance with the 

court's direction. 

(6) Costs must be awarded as in civil actions. 
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(7) Appeal may be taken to the supreme court from the 

judgment of the district court as in other civil cases to 

which the state is a party. A stay of the effectiveness of 

any judgment may be made only by order of the supreme court 

upon the giving of security as that court considers proper. 

(8) This section does not apply to appeals as to 

matters covered by chapter 16.'' 

Section 2. Section 33-2-705, MCA, is amended to read: 

•JJ-2-705. Report on premiums and other consideration 

taxa (1) Each authorized insurer and each formerly 

authorized insurer with respect to premiums so received 

while an authorized insurer in this state shall file with 

the corrimissioner, on or before March 1 each year, a report 

in form as prescribed by the commissioner showing total 

direct premium income, including policy, membership, and 

other fees, premiums paid by application of dividends, 

refunds, savings, savings coupons, and similar returns or 

credits to payment of premiums for new or additional or 

extended or renewed insurance, charges for payment of 

premium in installments, and all other consideration for 

insurance from all kinds and classes of insurance, whether 

designated as a premium or otherwise, received by it a life 

insurer or written by an insurer other than a l _ _!Je insurer 

during the preceding calendar year on account of policies 

covering property, subjects, or risks located, resident, or 
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to be performed in Montana, with proper proportionate 

allocation of premium as to such property, subjects, or 

risks in Montana insured under policies or contracts 

covering property, subjects, or risks located or resident in 

more than one state, after deducting from such total direct 

premium income applicable cancellations, returned premiums, 

the unabsorbed portion of any deposit premium, the amount of 

reduction in or refund of premiums allowed to industrial 

life policyholders for payment of premiums direct to an 

office of the insurer, all policy dividends, refunds, 

savings, savings coupons, and other similar returns paid or 

credited to policyholders with respect to such policies. As 

to title insurance, .. premium" includes the total charge for 

such insurance. No deduction shall be made of the cash 

surrender values of policies. Considerations received on 

annuity contracts shall not be included in total direct 

premium income and shall not be subject to tax. 

(2) Coincident with the filing of the tax report 

referred to in subsection (1) above, each such insurer shall 

pay to the commissioner a tax upon such net premiums 

computed at the rate of 2 3/4\. 

(3) That portion of the tax paid hereunder by an 

insurer on account of premiums received for fire insurance 

shall be separately specified in the report as required by 

the commissioner, for apportionment as provided by law. 
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Where insurance against fire is included with insurance of 

property against other perils at an undivided premium, the 

insurer shall make such reasonable allocation from such 

entire premium to the fire portion of the coverage as shall 

be stated in such report and as may be approved or accepted 

by the commissioner. 

(4) With respect to authorized insurers the premium tax 

provided by this section shall be payment in full and in 

lieu of all other demands for any and all state, county, 

city, district, municipal, and school taxes, licenses, fees, 

and excises of whatever kind or character, excepting only 

those prescribed by this code, taxes on real and tangible 

personal property located in this state, and taxes payable 

under 50-3-109. 

(5) The commissioner may suspend or revoke the 

certificate of authority of any insurer which fails to pay 

its taxes as required under this section. 

(6) In addition to the penalty provided for in 

subsection (S), the commissioner may impose upon an insurer 

who fails to pay the tax required under this section a fine 

of $100 a day for each day the tax remains unpaid past the 

due date or 1% of the amount owed in tax, whichever is 

greater. 

(7) The commissioner may by rule provide a quarterly 

schedule for payment of portions of the premium tax under 
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this section during the year in which such tax liability is 

accrued." 

Section 3. Section 33-2-708, MCA, is amended to read: 

"33-2-708. Fees and licenses. (1) Except as provided in 

33-17-212(2), the commissioner shall collect in advance and 

the persons served shall pay to the commissioner the 

following fees: 

(a) certificates of authority: 

(i) for filing applications for original certificates 

of authority, articles of incorporation (except original 

articles of incorporation of domestic insurers as provided 

in subsection {l)(b)) and other charter documents, bylaws, 

financial statement, examination report, power of attorney 

to the commissioner, and all other documents and filings 

required in connection with the application and for issuance 

of an original certificate of authority, if issued: 

domestic insurers (A) 

(B) foreign insurers ••• , , ••...••.••••••..••• , • 

$ 600.00 

600.00 

(ii) annual continuation of certificate of au.thority 

600.00 

{iii) reinstatement of certificate of authority 

••••••. ••• • • ••• • •• • • •• • • • • • • . • • • • • •• • • . • • • . . • . • •• ••• 25.00 

(iv) amendment of certificate of authority . . . . . 50.00 

(b} articles of incorporation: 

( i) filing original articles of incorporation of a 
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domestic insurer, exclusive of fees required to be paid by 

the corporation to the secretary of state 

(ii) filing amendment of articles 

20.00 

of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the secretary of state by a domestic corporation 

(c) filing bylaws or amendment 

required 

to bylaws 

25.00 

where 

10.00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

25.00 

(e) insurance producer's license: 

(i) application for original license, including 

issuance of license, if issued •.••••••••••••••••••• 15.00 

(ii} appointment of insurance producer, each insurer 

(iii} temporary license ••...••...••••....••...• 

(iv) amendment of license (excluding additions 

license) or reissuance of master license ..••.•••.•• 

(f) nonresident insurance producer's license: 

10.00 

15.00 

to 

15.00 

(i) application for original license, including 

issuance of license, if issued ••••.•••••••••••••••• 100.00 

(ii) appointment of insurance producer, each insurer 

(iii} annual renewal of license 
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(iv) amendment of license (excluding additions to 

license) or reissuance of master license........... 10.00 

(g) examination, if administered by the commissioner, 

for license as insurance producer, each examination 

15.00 

lh) surplus lines insurance producer license: 

(i) application for original license and for issuance 

of license, if issued 

(ii) annual renewal of license .•............... 

(i) adjuster's license: 

50.00 

50.00 

(i) application for original license and for issuance 

of license, if issued .••.........................•. 15.00 

(ii) annual renewal of license................. 15.00 

(j) insurance vending machine license, each machine, 

each year •••..••.••••••..• • • • • • • • · · · · · · • · · · · · · · · · • • 10.00 

(k) commissioner's certificate under seal {except when 

on certificates of authority or licenses) .......••• 10.00 

(1) copies of documents on file in the commissioner's 

office, per page ••• . . ••••••••••.•. .• . . .. ••. . . . . . . • . .so 

(m) policy forms: 

(i) filing each policy form................... 25.00 

(ii) filing each application, rider, endorsement, 

amendment, insert page, schedule of rates, and clarification 

of risks . . • . • •• . •• . . . . . . .. . ... .• . . . . . . .• . •. . . . . . . . . 10.00 

(iii) maximum charge if policy and all forms submitted 
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at one time or resubmitted for approval within 180 days. 

100.00 

(n) applications for approval of prelicensing education 

courses: 

(i) reviewing initial application ••..•.•.••..• 150.00 

(ii) periodic review ••. . . .••.. .• ••••.. •• • ••• . • • 50.00 

(2) The commissioner shall promptly deposit with the 

state treasurer to the credit of the general fund of this 

state all fines and penalties, those amounts received 

pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees 

and examination and miscellaneous charges that are collected 

by him pursuant to Title 33 and the rules adopted under 

Title 33. 

(3) All fees are considered fully earned when received. 

In the event of overpayment, only those amounts in excess of 

$10 will be refunded." 

Section 4. Section 33-2-709, MCA, is amended to read: 

"33-2-709. Retaliatory fees, taxesr and other 

obligations. (l) When by or pursuant to the laws of any 

other state or foreign country any taxes, licenses, and 

other fees, in the aggregate, and any fines, penalties, 

deposit requirements, or other material 

prohibitions, er restrictions are or would be 

obligations, 

imposed upon 

Montana insurers or upon the insurance producers or 

representatives of such insurers which are in excess of such 
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taxes, licenses, and other fees, in the aggregate, or which 

are in excess of the fines, penalties, deposit requirements, 

or other obligations, prohibitions, or restrictions directly 

imposed upon similar insurers or upon the insurance 

producers or representatives of such insurers of such other 

state or country under the statutes of this state, so long 

as such laws of such other state or country continue in 

force or are so applied, the same taxes, licenses, and other 

fees, in the aggregate, or fines, penalties, or deposit 

requirements or other material obligations, prohibitions, or 

restrictions of whatever kind shall be imposed by the 

commissioner upon the insurers or upon the insurance 

producers or representatives of such insurers of such other 

state or country doing business or seeking to do business in 

Montana. Any tax, license, or other fee or other obligation 

imposed by any city, county, or other political subdivision 

or agency of such other state or country on Montana insurers 

or their insurance producers or representatives shall be 

deemed to be imposed by such state or country within the 

meaning of this section. 

12) This section shall not apply as to any fees in 

conjunction with the licensing of insurance producers, 

personal income taxes, ad valorem taxes on real or personal 

property, or special purpose obligations or assessments 

imposed by another state or by an agency of this state other 
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than the department in connection with particular kinds of 

insurance other than property insurance, except that 

deductions from premium taxes or other taxes otherwise 

payable allowed on account of real estate or personal 

property taxes paid shall be taken into consideration by the 

commissioner in determining the propriety and extent of 

retaliatory action under this section. 

13) la) For the purposes of this section the domicile 

of an alien insurer, other than insurers formed under the 

laws of Canada, shall be that state designated by the 

insurer in writing filed with the commissioner at time of 

admission to this state or within 6 months after January 1, 

1961, whichever date is the later, and may be any one of the 

following states: 

(i) that in which the insurer was first authorized to 

transact insurance; 

(ii) that in which is located the insurer's principal 

place of business in the United States; 

(iii) that in which is held the larger deposit of 

trusteed assets of the insurer for the protection of its 

policyholders and creditors in the united States. 

(b) If the insurer makes no such designation, its 

domicile shall be deemed to be that state in which is 

located its principal place of business in the United 

States.•• 

-12- SB 16 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0016/02 

Section 5. Section 33-3-401, MCA, is amended to read, 

"33-3-401. eome office and records penalty for 

unlawful reaoval of records or assets. (l) Every domestic 

insurer shall have and maintain its principal place of 

business and home office in this state and shall keep 

therein complete records of its assets, transactions, and 

affairs in accordance with such methods and systems as are 

customary or suitable as to the kind or kinds of insurance 

transacted. Records of the insurer 1 s operations and other 

financial records reasonably related to its insurance 

operations for the preceding 5 years must be maintained and 

be available to the commissioner or his duly constituted 

examiner. 

(2) Every domestic insurer shall have and maintain its 

assets in this state, except as to: 

(a) real property and personal property appurtenant 

thereto lawfully owned by the insurer and located outside 

this state; and 

·{b) such property of the insurer as may be customary, 

necessary, and convenient to enable and facilitate the 

operation of its branch offices and regional home offices 

located outside this state as referred to in subsection (4) 

below. 

{3) Removal of all or a material part of the records or 

assets of a domestic insurer from this state except pursuant 
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to a plan of merger or consolidation approved by the 

commissioner under this code or for such reasonable purposes 

and periods of time as may be approved by the commissioner 

in writing in advance of such removal or concealment of such 

records or assets or material part thereof from the 

commissioner is prohibited. Any person who removes or 

attempts to remove such records or assets or such material 

part thereof from the home office or other place of business 

or of safekeeping of the insurer in this state with the 

intent to remove the same from this state or who conceals or 

attempts to conceal the same from the commissioner, in 

violation of this subsection, shall upon conviction thereof 

be guilty of a felony punishable by a fine of not more than 

$10,000 or by imprisonment in the penitentiary for not more 

than 5 years or by both such fine and imprisonment in the 

discretion of the court. Upon any removal or attempted 

removal of such records or assets or upon retention of such 

records or assets or material part thereof outside this 

state beyond the period therefor specified in the 

commissioner 1 s consent under which the records were so 

removed thereat or upon concealment of or attempt to conceal 

records or assets in violation of this section, the 

commissioner may institute delinquency proceedings against 

the insurer pursuant to the provisions of chapter 2, part 

13, 
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(4) This section shall not be deemed to prohibit or 

prevent an insurer from: 

(a} establishing and maintaining branch offices or 

regional home offices in other states where necessary or 

convenient to the transaction of its business and keeping 

therein the detailed records and assets customary and 

necessary for the servicing of its insurance in force and 

affairs in the territory served by such an office, as long 

as such records and assets are made readily available at 

such office for examination by the commissioner at his 

request; 

(b) having, depositing, or transmitting funds and 

assets of the insurer in or to jurisdictions outside of this 

state as reasonably and customarily required in the regular 

course of its business; 

(c} making deposits under custodial arrangements as 

provided by 33-2-604(3)." 

Section 6. Section 33-3-431, MCA, is amended to read: 

"33-3-431. Borrowed surplus. (1) A domestic stock or 

mutual insurer may borrow money to defray the expenses of 

its organization, provide it with surplus funds, or for any 

purpose of its business, upon a written agreement that such 

money is required to be repaid only out of the insurer's 

surplus in excess of that stipulated in such agreement. The 

agreement may provide for interest net--exeeed¼ng--6%--per 
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ann~a at a rate no greater than the rate established in 

25-9-205, which interest shall or shall not constitute a 

liability of the insurer as to its funds other than such 

excess of surplus, as stipulated in the agreement. No 

commission or promotion expense shall be paid in connection 

with any such loan. 

(2) Money so borrowed, together with the interest 

thereon if so stipulated in the agreement, shall not form a 

part of the insurer's legal liabilities except as to its 

surplus in excess of the amount thereof stipulated in the 

agreement or be the basis of any setoff; but until repaid, 

financial statements filed or published by the insurer shall 

show as a footnote thereto the amount thereof then unpaid 

together with any interest thereon accrued but unpaid. 

(3) Any such loan to a mutual insurer shall be subject 

to the commissioner 1 s approval~ The insurer shall, in 

advance of the loan, file with the commissioner a statement 

of the purpose of the loan and a copy of the proposed loan 

agreement. The loan and agreement shall be deemed approved 

unless within 15 days after date of such filing the insurer 

is notified of the commissioner's disapproval and the 

reasons therefor. The commissioner shall disapprove any 

proposed loan or agreement if he finds the loan is 

unnecessary or excessive for the purpose intended or that 

the terms of the loan agreement are not fair and equitable 
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to the parties, and to other similar lenders, if any, to the 

insurer, or that the information so filed by the insurer is 

inadequate. 

(4) Any such loan to a mutual insurer or substantial 

portion thereof shall be repaid by the insurer when no 

longer reasonably necessary for the purpose originally 

intended. No repayment of such loan shall be made by a 

mutual insurer unless 

commissioner. 

in advance approved by the 

(5) This section shall not apply to loans obtained by 

the insurer in ordinary course of business from banks and 

other financial institutions or to loans secured by pledge 

or mortgage of assets." 

Section 7. Section 33-7-406, MCA, is amended to read: 

"33-7-406. Annual statement -- penalty for failure to 

file er--to-eomply. A-soeiety-negleeting-to-file-the-annttal 

stfttemeftC-in-Che-£orm-and-w¼th¼n-the-Cime-prov¼ded--in--Chis 

~art-sha¼¼-£er£ei~ The commissioner may impose a fine upon a 

society not to exceed $100 for each day dttring-whieh-stteh 

neg¼eet-~entinttes,-and7-npon-net¼ee-by-the--coffiffliss¼efte~--to 

that--e££eet7--¼ts--attthor¼ty--to--do-etts¼ness-in-th¼s-state 

sha¼l-eease-wh¼¼e-stteh-defattit-eontintt~s after March 1 that 

a society fails to file the annual statement required by 

33-7-404. The fine may not exceed $1,000," 

Section 8. Section 33-17-208, MCA, is amended to read: 
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"33-17-208. Prelicensing education basic 

requirement. (l) (a) A person applying for a license to act 

as an insurance producer for property, casualty, and surety 

insurance shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examination, unless he is exempted from 

the requirement under subsection (3). 

(b) A person applying for a license to act as an 

insurance producer for life and disability insurance or as 

an enrollment representative for a health service 

corporation shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examination, unless he is exempted from 

the requirement under subsection (3). 

(2) A person applying for licenses to act as an 

insurance producer for both the property, casualty, and 

surety areas and the life end or disability areas must meet 

the education requirements in all the areas of insurance. 

(3) The minimum prelicensing education requirement does 

not apply to a person who: 

(a) has been licensed within the 12 preceding months as 

an insurance producer in another state that requires 

prelicensing education and has completed the education in 

the other state; 

(b) seeks a nonresident license, having been licensed 
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as an insurance provider in his state of residence for at 

least 1 year; 

(c) seeks a nonresident license and is from a state 

having a prelicensing education requirement; 

(d) seeks to reinstate a license lapsed for less than 2 

years; 

(e) 

(f) 

seeks a temporary license under 33-17-216; or 

is exempt from examination requirements 

33-17-212t5tffi," 

under 

Section 9. Section 33-17-603, MCA, is amended to read: 

"33-17-603. Certificate of registration. (1) Except as 

provided in 33-17-604, a person may not act as or hold 

himself out to be an administrator in this state unless he 

holds a certificate of registration as an administrator. 

(2) An application for a certificate of registration 

must be accompanied by a fee of $100. The commissioner shall 

issue the certificate unless he finds that the applicant is 

not competent, trustworthy, financially responsible, or of 

good personal and business reputation or that the applicant 

has had a previous application foe a license denied for 

cause within 5 years. 

(3) The certificate of registration is renewable 

annually on the-~ate-e£-~s~tte ~. A request for renewal 

must be accompanied by a renewal fee of $100. 

(4) The certificate of registration may be suspended or 
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revoked if, after notice and hearing, the commissioner finds 

that the administrator has violated any of the requirements 

of this part or that the administrator is not competent, 

trustworthy, financially responsible, or of good personal 

and business reputation. 

(5) Unless the certification requirement is waived, a 

person who acts as an administrator without a certificate of 

registration is subject to a fine of not less than $500 or 

more than $1,500." 

Section 10. section 33-20-303, MCA, is amended to read: 

"33-20-303. Incontestability. If any statements other 

than those relating to age,-~ex, and identity are required 

as a condition to issuing an annuity or pure endowment 

contract, other than a reversionary, survivorship, or group 

annuity, and subject to 33-20-305, there shall be a 

provision that the contract shall be incontestable after it 

has been in force during the lifetime of the person or of 

each of the persons as to whom such statements are required, 

for a period of 2 years from its date of issue, except for 

nonpayment of stipulated payments to the insurer; and at the 

option of the insurer such contract may also except any 

provisions relative to benefits in the event of disability 

and any provisions which grant insurance specifically 

against death by accident or accidental means. 11 

Section 11. Section 33-20-305, MCA, is amended to read: 
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•JJ-20-305. Misstatement of age o~-sex. In an annuity 

or pure endowment contract, other than a reversionary, 

survivorship, or group annuity, there shall be a provision 

that if the age or-sex of the person or persons upon whose 

life or lives the contract is made, or of any of them, has 

been misstated, the amount payable or benefits accruing 

under the contract shall be such as the stipulated payment 

or payments to the insurer would have purchased according to 

the correct age er-~~x and that if the insurer shall make or 

has made any overpayment or overpayments on account of any 

such misstatement, the amount thereof, with interest at the 

rate to be specified in the contract but not exceeding 6% 

per annum, may be charged against the current or next 

succeeding payment or payments to be made by the insurer 

under the contract." 

Section 12. Section 33-22-502, MCA, is amended to read: 

"33-22-502. Required provisions of group policies. Each 

such group disability insurance policy sha¼¼ delivered or 

issued for delivery in this state must contain in substance 

the following provisions: 

(1) a provision that, in the absence of fraud, all 

statements made by applicants or the policyholder or by an 

insured person shall be deemed representations and not 

warranties and that no statement made for the purpose of 

effecting insurance shall avoid such insurance or reduce 
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benefits unless contained in a written instrument signed by 

the policyholder or the insured person, a copy of which has 

been furnished to such policyholder or to such person or his 

beneficiary; 

(2) a provision that the insurer will furnish to the 

policyholder for delivery to each employee or member of the 

insured group a statement in summary form of the essential 

features of the insurance coverage of such employee or 

member and to whom benefits thereunder are payable. If 

dependents are included in the coverage, only one 

certificate need be issued for each family unit. 

(3) a provision that to the group originally insured 

may be added from time to time eligible new employees or 

members or dependents, as the case may be, in accordance 

with the terms of the policy. 

(4) a provision OR THE EQUIVALENT THERETO that reads: 

Conformity with state statutes. A provision of this 

policy that on its effective date conflicts with the 

statutes of the state in which the insured resides on that 

date is hereby amended to conform to the minimum 

requirements of those statutes.'' 

Section 13. Section 33-22-921, MCA, is amended to read: 

•33-22-921. Discontinuance or nonrenewal -- alternate 

policy or certificate -- same insurer. (1) If a disability 

insurer discontinues or does not renew a medicare supplement 
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policy product or certificate and offers an alternate 

medicare supplement policy or certificate to its insureds 

within this state, it may not deny benefits under the 

replacing policy or certificate to an insured who receives 

treatment for a condition that was a covered expense under 

the replaced policy or certificate and is a covered expense 

under the replacing policy or certificate if the insured 

enrolls in and pays the premium for the replacing policy or 

certificate within 31 days after the termination of the 

replaced policy or certificate. 

(2) A disability insurer who discontinues or does not 

renew a medicare supplement policy product or certificate 

and offers an alternate medicare supplement policy or 

certificate shall base its premium for the alternate policy 

or certificate on the rates currently in place for that 

policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or certificate, any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 

policy or certificate." 

Section 14. Section 33-22-923, MCA, is amended to read: 

"33-22-923. Replacement policy or certificate 

different insurer. (1) If a disability insurer replaces a 
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medicare supplement policy or certificate, it may not deny 

benefits under the replacing policy or certificate to an 

insured who receives treatment for a condition that was a 

covered expense under the replaced policy or certificate and 

is a covered expense under the replacing policy or 

certificate if the insured pays the premium for the 

replacing policy or certificate when due or within 31 days 

after the termination of the replaced policy or certificate. 

(2) ·An insurer who replaces a medicare supplement 

policy or certificate shall base its premium for the 

replacement policy or certificate on the rates currently in 

place for that policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or certific~te, any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 

policy or certificate. 

(4) To receive the benefits of subsections (1) through 

(3), a person shall submit to the replacing insurer proof of 

prior coverage, evidence of benefits provided under the 

previous policy or certificate, and the effective date and 

the date of termination of coverage under the previous 

policy or certificate." 

Section 15. Section 33-22-924, MCA, is amended to read: 
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•33-22-924. Renewal requirement. (1) If a person pays a 

renewal premium on the date it is due or within 31 days 

after it is due, an insurer may not refuse to renew a 

medicare supplement policy or certificate 

insurer: 

unless the 

(a) refuses to renew all policies or certificates in 

this state that are of the same form and issued to persons 

of the same class; and 

{b) offers a replacement policy or certificate at 

actuarially justified rates. 

(2) If an insurer refuses to renew all policies or 

certificates in this state that are of the same form and 

issued to persons of the same class, the policies or 

certificates will remain in force during the grace period 

stated in the replaced policy or certificate. An insurer's 

refusal to renew a policy or certificate may not affect a 

claim that arose under the r@plse@d discontinued policy or 

certificate during the period in which an insured was 

confined without interruption to a medical care facility for 

treatment." 

Section 16. Section 33-22-1501, MCA, is amended to 

read: 

"33-22-1501. Definitions. As used in this part, the 

following definitions apply: 

( 1) "Association" means the comprehensive health 
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association created by 33-22-1503. 

( 2) "Association plan 11 means a policy of insurance 

coverage offered by the association thrott9h-tbe-¼ead-e8r~ier 

THAT IS CERTIFIED BY THE ASSOCIATION AS REQUIRED BY 

33-22-1521. 

( 3) "Association plan premium" means the charge 

determined pursuant to 33-22-1512 for membership in the 

association plan based on the benefits provided in 

33-22-1521. 

(4) "Eligible person" means an individual who: 

(a) is a resident of this state and applies for 

coverage under the association plan; and 

(b) unless the individual's eligibility is waived by 

the association, within 6 months prior to the date of 

application, has been rejected for disability insurance or 

health service benefits by at least two insurers, societies, 

or health service corporations, or has had a restrictive 

rider or preexisting conditions limitation, which limitation 

is required by at least two insurers, societies, or health 

service corporations, which has the effect of substantially 

reducing coverage from that received by a person considered 

a standard risk. 

(5) "Health service corporation" means a corporation 

operating pursuant to Title 33, chapter 30, and offering or 

selling contracts of disability insurance. 
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(6) "Insurance arrangement 11 means any plan, program, 

contract, or other arrangement to the extent not exempt from 

inclusion by virtue of the provisions of the federal 

Employee Retirement Income Security Act of 1974 under which 

one or more employers, unions, or other organizations 

provide to their employees or members, either directly or 

indirectly through a trust of a third-party administrator, 

health care services or benefits other than through an 

insurer. 

(7) 11 Insurer" means a company operating pursuant to 

Title 33, chapter 2 or 3, and offering or selling policies 

or contracts of disability insurance, as provided in Title 

33, chapter 22. 

(8) "Lead carrier'' means the licensed administrator or 

insurer selected by the association to administer the 

association plan. 

(9) "Preexisting condition'' means any condition for 

which an applicant for coverage under the association plan 

has received medical attention during the 5 years 

immediately preceding the filing of an application. 

tl8t-•eualtfted--plan•--means-those-health-beneftt-plans 

e~rt¼fied-by--the--eoftlllliesion~r--as--p~ovidiftg--the--minim~m 

beneftts--required-by-33-ii-l5ii-or-the-aetuarial-equivalent 

0£-those-benefite• 

fiiti..!..Ql 11 Society" means a fraternal benefit society 
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operating pursuant to Title 33r chapter 7, and offering or 

selling certificates of disability insurance." 

Section 17. Section 33-22-1504, MCA, is amended to 

read: 

•JJ-22-1504. Association board of directors 

organization. (1) There is a board of directors of the 

association, consisting of eight individuals~ 

(a) one from each of the seven participating members of 

the association with the highest annual premium volume of 

disability insurance contracts or health service corporation 

contracts, derived from or on behalf of residents in the 

previous calendar year, as determined by the 

and 

commissioner; 

(b} a member at large, appointed by the commissioner to 

represent the public interest, who shall serve 

advisory capacity only. 

in an 

(2) Each of the seven board members representing the 

association members is entitled to a weighted average vote, 

in person or by proxy, based on the association member's 

annual Montana premium volume. However, a board member may 

not have more than 50% of the vote. 

(3) Members of the board may be reimbursed from the 

money of the association for expenses incurred by them due 

to their service as board members but may not otherwise be 

compensated by the association for their services. The costs 
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of conducting the meetings of the association and its board 

of directors must be borne by participating members of the 

association in accordance with 33-22-1513. 11 

Section 18. Section 33-22-1513, MCA, is amended to 

read: 

"33-22-1513. Operation of association plan. (1) Upon 

acceptance by the lead carrier under 33-22-1516, an eligible 

person may enroll in the association plan by payment of the 

association plan premium to the lead carrier. 

(2) Not less than 88% of the association plan premiums 

paid to the lead carrier may be used to pay claims and not 

more than 12\ may be used for payment of the lead carrier's 

direct and indirect expenses as specified in 33-22-1514. 

(3) Any income in excess of the costs incurred by the 

association in providing reinsurance or administrative 

services must be held at interest and used by the 

association to offset past and future losses due to claims 

expenses of the association plan or be allocated to reduce 

association plan premiums. 

(4) ~ Each participating member of the association 

shall share the losses due to claims expenses of the 

association plan for plans issued or approved for issuance 

by the association and shall share in the operating and 

administrative expenses incurred or estimated to be incurred 

by the association incident to the conduct of its affairs. 
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Claims expenses of the association plan that exceed the 

premium payments allocated to the payment of benefits are 

the liability of the association members. Association 

members shall share in the claims expenses of the 

association plan and operating and administrative expenses 

of the association in an amount equal to the ratio of: 

tetl!J.. the association member•s total disability 

insurance premium received from or on behalf of Montana 

residents divided by; 

tbt1l.U_ the total disability premium received by all 

association members from or on behalf of Montana residents, 

as determined by the commissioner. 

(b) For purposes of this subsection 1.!l., "total 

disability insurance premium" does not include premiums 

received from disability income insurance, credit disability 

insurance, disability waiver insurance, or life insurance. 

(5) The association shall make an annual determination 

of each association member's liability, if any, and may make 

an annual fiscal yearend assessment if necessary. The 

association may also, subject to the approval of the 

commissioner, provide for interim assessments against the 

association members as may be necessary to assure the 

financial capability of the association in meeting the 

incurred or estimated claims expenses of the association 

plan and operating and administrative expenses of the 
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association until the association's next annual fiscal 

yearend assessment. Payment of an assessment is due within 

30 days of receipt by an association member of a written 

notice of a fiscal yearend or interim assessment. Failure by 

a contributing member to tender to the association the 

assessment within 30 days is 

membership. An association 

disability insurance business 

liable for assessments through 

grounds for termination of 

member that ceases to do 

within the state remains 

the calendar year during 

which disability insurance business ceased. The association 

may decline to levy an assessment against an association 

member if the assessment, as determined pursuant to this 

section, would not exceed $10. 

(6) Any annual fiscal yearend or interim assessment 

levied against an association member may be offset, in an 

amount equal to the assessment paid to the association, 

against the premium tax payable by that association member 

pursuant to 33-2-705 for the year in which the annual fiscal 

yearend or interim assessment is levied. The insurance 

commissioner shall, each year the legislature meets in 

regular session, on or before January 15, report to the 

legislature the total amount of premium tax offset claimed 

by association members during the preceding biennium." 

Sec;tioA-~9.- Sect i an _ ..J.3=-.22:-.l...:7.illl,,- - .MCA.- - .i.s... - ..a.meruled.. _..to.__ 

reed-:-
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•33-ii-l~84T--Pre£erred-proYider-agreements--attthoriaedT 

tlt--Notwithstending--eny--other--pro¥¼sion--o£--law--te-the 

eontrary7-a-hea¼tft-eare-ins~rer-mayT 

tat--enter-¼nto-agreements-with--~roviders--re¼at¼ng--te 

heaith--eare--serviees--that--may-be-rendered-to-insttreds-or 

s~bseribers-en-whese--behaif--the--hea¼th--eare--iftsttrer--±s 

providing-hea¼th-eare-eeverage,-ine¼ttd½ng-preferred-previder 

agreements-relating-to~ 

tit--the--amettnt~-an-insttred-may-be-charged-for-serviees 

rendered7-and 

tiit-the-emottftt-end-me"ner-er-payment-to--the--pro¥ide~7 

end 

tbt--½sette---er---administer---po¼ieies---or--sttbsc~iber 

centraets-in-this-state--that--ine¼ttde--ineentives--fer--the 

insttred--to--ase-the-serviees-0£-a-provide~-that-has-entered 

into-an-agreement-witn-the-±nsttrer--pnrs~ant--to--sabsection 

tlttetT 

t~t--A--pre£erred-~re¥ider-egreement-isstted-or-de±ivered 

in-this-stete-mey-not--~nfeir±y--de"y--heelth--be"erits--ror 

health-ea re-services-covered~ 

t3t--~h¼s---pert---does--not--reqttire--that--en--insttrer 

negotiate--or--enter--inte--agreefflents--with--any---speeifie 

prov¼der--or--eiass--of--providersa Hea¼th-care-insttrers-may 

piace--reasonabie--iifflits--on--the--nttmbe~--or--c¼asses---ot 

preferred--previders-thet-setisry-the-stenderds-set-rorth-by 
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the--health--eare--insttrer---Bowever7---¼ns~rers---mey---net 

diseriminate--againat--providera--on--the-basis-of-re¼igion7 

raee7-ee¼er7-nationa¼-origin7-a9e7-sex,--or--marita¼--statua 

and--aha¼¼--seleet--preferred-providers-primari¼y-en-but-not 

¼ifflited-te-eoat-and-a•ailability-of-eowered-serviees-and-the 

qttality-0£-aerviees-performed-by-the-providersT• 

Section 19. Section 33-23-302, MCA, is amended to read: 

•33-23-302. cancellation or alteration~~of policy 

increase of premium rates sixty days' written notice 

required. Any insurer who insures a physician and surgeon, 

dentist, registered nurse, nursing home administrator, 

registered physical therapist, podiatrist, licensed 

psychologist, osteopath, chiropractor, pharmacist, 

optometrist, or veterinarian, duly licensed ae--sttch under 

the laws of this state, or a licensed hospital or long-term 

care ·facility as the employer of any such person against 

liability for error, omission, professional negligence, or 

performance of services without consent sha¼½ ~ not cancel 

or a1ter the policy se insuring stteh the person or increase 

the premium rates thereon without first providing the 

insured 60 days' written notice of the insurer 1 s intention 

to cancel or alter the policy or increase the premium 

rates." 

Section 20. Section 61-12-303, MCA, is amended to read: 

"61-12-303. Requirements for license. (1) No-lieeft~e 
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she¼¼-be-isstted-by-~he The commissioner may not issue a 

license to a company until the company has filed with him 

the following: 

(a) a formal application in such form and detail as the 

commissioner may require, executed under oath by its 

president or other principal officer; 

(b) a copy of the form of its contract; 

(c) a certified copy of its charter or articles of 

incorporation and its bylaws, if any; 

(d) a financial statement in such form and detail as 

the commissioner may require, executed on oath by its 

president or other principal officer; 

(e) a certificate from the s~a~e-~reasttrer commissioner 

that it has complied with 61-12-304 in all cases where a 

deposit of cash or a bond is required by this part; 

(f) a certificate from the corporation commissioner of 

the state of Montana, in the event it be a corporation, that 

it has complied with the corporation laws of said state. 

(2) Ne-lieeftse-shall-be-iss~ed-by-ehe The commissioner 

may not issue a license to a company until the company has 

paid to the commissioner $100 as an annual license fee, or 

the pro rata portion thereof necessary to be paid to the end 

of the current calendar year from the date of the 

application for s~eh the license. 

(3} No-iieense-sftai½-be-i9~tted-by-tfte The commissioner 
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Dial,'. not issue a license TO A COMPANY until the company has 

satisfied him by stteh an examination as-he-mey-make and aneh 

evidence as--he the commissioner may require, in his 

discretion, that sneh the company has complied with the laws 

of the state of Montana and that its management is 

trustworthy and competent." 

Section 21. Section 61-12-304, MCA, is amended to read: 

"61-12-304. Deposits required. No--lieense--shall--be 

granted The commissioner may not grant a license to a 

company as-herein-defifted-except-ae-fterei~af~er-staCed until 

it has deposited with the seaee-ereasttrer commissioner the 

sum of $25,000 in cash or in lieu thereof a bond in a form 

prescribed by the commissioner payable to the state of 

Montana in the sum of $25,000, with surety approved by the 

commissioner, conditioned upon the faithful performance of 

its service contracts and payment of any fines or penalties 

levied against it for failure to comply with this part; 

previded,-heweyer7 --eha~. However, when any company7--as 

fterei"--def½n~d7-sha¼i-prove proves to the commissioner that 

it has been in continuous, active operation in the state for 

a period of more than the preceding 5 years immedia~e¼y-las~ 

past and has a paid membership of more than 5,000 members 

within the state or that there are more than 5,000 holders 

of its service contracts within the state and that it is 

being properly managed, is rendering to its members the 
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services promised to them, and is financially responsible, 

ne--sueh THE COMMISSIONER MAY NOT REQUIRE~ cash deposit or 

bond shall-be is-net reqtt¼red while sneh the company remains 

in stteh that condition. The foregoing cash deposit or bond 

is not regttired-ift-any-instanee-as a penalty, but is for the 

protection of the public only.• 

Section 22. Section 61-12-305, MCA, is amended to read: 

"61-12-305. expiration Continuance of license. Bvery 

Subject to payment by January 1 of each year of the annual 

license fee required under 61-12-303, each license issued 

ftereunder-sfta¼¼-ex~~re-ann~a¼¼y-en-danttary-¼--of--each--year 

ttnless--sooner continues in force as long as the company is 

entitled to the lice_nse u~Q~_:r_t_l'!l~art or until the license 

is revokedL e~ suspendedL a9--ftereina£~er--pr0Yided 

otherwise terminated." 

NEW SECTION. Section 23. Policy provisions 

or 

conforaity with state statutes. Each policy regulated by 

this part must contain a provision OR THE EQUIVALENT THERETO 

as follows: 

Conformity with state statutes. A provision of this 

policy that on its effective date conflicts with the 

statutes of the state in which the insured resides on that 

date is hereby amended to conform to the minimum 

requirements of those statutes. 

NEW SECTION. Section 24. casualty insurance policy 
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conformity with state statutes. A casualty insurance policy 

relative to a risk resident, located, or to be performed in 

this state must contain a provision OR THE EQUIVALENT 

THERETO as follows: 

Conformity with state statutes. A provision of this 

policy that on its effective date conflicts with the 

statutes 

date is 

of the state in which the insured resides on that 

hereby amended to conform to the minimum 

requirements of those statutes. 

NEW SECTION. Section 25. Property insurance policy -

conformity with state statutes. A property insurance policy 

relative to a risk resident, located, or to be performed in 

this state must contain a provision OR THE EQUIVALENT 

THERETO as follows: 

Conformity with state statutes. A provision of this 

policy that on its effective date conflicts with the 

statutes of the state in which the insured resides on that 

date is hereby amended to conform to the minimum 

requirements of those statutes. 

SECTION 26. SECTION 33-17-102, MCA, IS AMENDED TO READ: 

"33-17-102. Definitions. As used in this title, the 

following definitions apply: 

(l) 11Adjuster 11 means a person who, on behalf of the 

insurer, for compensation as an independent contractor or as 

the employee of an independent contractor or for fee or 
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commission investigates and negotiates settlement of claims 

arising under insurance contracts or otherwise acts on 

behalf of the insurer. The term does not include a: 

(a) licensed attorney who is qualified to practice law 

in this state; 

(b) salaried employee of an insurer or of a managing 

general agent; or 

(c) licensed insurance producer who adjusts or assists 

in adjustment of losses arising under policies issued by the 

insurer. 

( 2) "Adjuster license" means a document issued by the 

commissioner that authorizes a person to act as an adjuster. 

( 3) (a) .. Administrator" means a 

charges or premiums from residents 

connection with life, disability, 

person 

of this 

property, 

who collects 

state in 

or casualty 

insurance or annuities or who adjusts or settles claims on 

such coverage. 

(b) The term does not mean: 

(i) an employer on behalf of its employees or on behalf 

of the employees of one or more subsidiaries of affiliated 

21 corporations of the employer; 

22 

23 

24 

25 

(ii) a union on behalf of its members; 

(iii) (A) an insurer that is either authorized in this 

state or acting as an insurer with respect to a policy 

lawfully issued and delivered by it in and pursuant to the 
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(B) a health service 

33-30-101; 
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the insurer is authorized to 

corporation as defined in 

(iv) a life, disability, property, or casualty insurance 

producer who is licensed in this state and whose activities 

are limited exclusively to the sale of insurance; 

(v) a creditor on behalf of its debtors with respect to 

insurance covering a debt between the creditor and its 

debtors; 

{vi) a trust established in conformity with 29 U.S.C. 

186 or the trustees, agents, and employees of the trust; 

(vii) a trust exempt from taxation under section SOl(a) 

of the Internal Revenue Code or the trustees and employees 

of the trust; 

(viii) a custodian acting pursuant to a custodian 

account that meets the requirements of section 40l(f) of the 

Internal Revenue Code or the agents and employees of the 

custodian; 

(ix) a bank, credit union, or other financial 

institution that is subject to supervision or examination by 

federal or state banking authorities; 

(x) a company that issues credit cards and that 

advances for and collects premiums or charges from its 

credit card holders who have authocized it to do so, if the 
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company does not adjust or settle claims; or 

(xi) a person who adjusts or settles claims in the 

nocmal course of his practice or employment as an attorney 

and who does not collect charges or premiums in connection 

with life oc disability insurance or annuities. 

(4) 11 Administrator license 11 means a document issued by 

the commissioner that authorizes a person to act as an 

administrator. 

(5) "Consultant" means a person who for a fee examines, 

appraises, reviews, or evaluates an insurance policy, 

annuity, or pension contract, plan, or program or who makes 

recommendations or gives advice on an insurance policy, 

annuity, or pension contract, plan, or program. 

(6) "Consultant license" means a document issued by the 

commissioner that authorizes a person to act as an insurance 

consultant. 

(7) ''Controlled business" means insurance procured or 

to be procured by or through a person upon the life, person, 

property, or risks of himself, his spouse, his employer, or 

his business. 

(8) "Individual" means a private or natural person, as 

distinguished 

association. 

from a partnership, 

(9) "Insurance producer", except 

33-17-103: 

-40-

corporation, or 

as provided in 
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(a) 

( i) 

means: 

a person who solicits, negotiates, 

procures, delivers, renews, continues, or binds: 

effects, 

(A) policies of insurance for risks residing, located, 

or to be performed in this state: or 

(Bl membership contracts as defined in 33-30-101; 

(ii) a managing general agent. For purposes of this 

definition, a "managing general agent• is a person who, on 

behalf of an insurer, exercises general supervision over the 

business of the insurer in this state or in any other state, 

including the authority to contract with an insurance 

producer for the insurer and terminate those contracts. 

(b) does not mean a customer service representative. 

For purposes of this definition, a "customer service 

representative" means a salaried employee of an insurance 

producer who assists and is responsible to the insurance 

producer. 

(10) "License 11 means a document issued by the 

commissioner that authorizes a person to act as an insurance 

producer 

document. 

apparent, 

for 

The 

or 

the kinds of insurance specified in the 

license itself does not create actual, 

inherent authority in the holder to represent 

or commit an insurer to a binding agreement. 

(11) "Person" means an individual, partnership, 

corporation, association, or other legal entity. 
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(12) "Public adjuster" means an adjuster employed by and 

representing the interests of the insured. 11 

SECTION 27. SECTION 33-22-1511, MCA, IS AMENDED TO 

READ: 

"33-22-1511. Minimum 

association through the 

benefits of association plan. The 

association plan shall offer a 

policy that provides at least the benefits or-a-qualified 

plaft-ae required by 33-22-1521." 

SECTION 28. SECTION 33-22-1512, MCA, 

READ: 

IS AMENDED TO 

•33-22-1512. Association plan premium. The association 

shall establish the schedule of premiums to be charged 

eligible persons for membership in the association plan. The 

schedule of premiums may not be less than 150\ or more than 

400\ of the average premium rates charged by the five 

¼argest insurers with the largest premium amount of 

individual qttalified--p¼an plans of major medical insurance 

in force in this state. The premium rates of the five 

insurers used to establish the premium rates for each type 

of coverage offered by the association must be determined by 

the coIM\issioner from information provided annually by all 

insurers at the request of the commissioner. ~he-information 

reqnested--mttst--inelnde--the--nnmber--of-qtt~¼~fied-p¼ans-o~ 

actna~ial-eqttivalent-p¼ans--0£fered--by--eaeh--inettrer7--the 

ratee--eharged--by-the-ift9tlrer-for-eaeh-type-of-plaft-offered 
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by-the-inettrer7-and-any-ether-information--tfte--coffllftissiener 

eefts¼dera-neeessary• The association shall utilize generally 

acceptable actuarial principles and structurally compatible 

rates." 

SECTION 29. SECTION 33-22-1514, MCA, IS AMENDED TO 

READ: 

•3]-22-1514. Administration of association plan 

rules. t¼t--Any-member-of-the-assoeiation-may-sttbmit-te-the 

commissioner--po¼icies--to--be--proposed--to--serve--as--the 

association-p¼an,-~he-eoffll'ftissioner-sha¼¼-preseribe--by--ru¼e 

the-time-and-111.ftnner-0£-the-submission, 

tit.LU. Bpon--the--eolBll!issionerio-approva¼-of-the-po¼iey 

forms-and-contracts-sttbmitted,-the-a~eoeiation-sha¼¼--se¼ect 

pclieies--and--eontraets--by--a--member--or--members--0£-the 

&99oe¼at¼on-to-be--the--assoeiation--plan~ The association 

shall select one lead carrier to issue the ~~a¼i£¼ed-p¼ans 

association plan. The board of directors of the association 

shall prepare appropriate specifications and bid forms and 

may solicit bids from licensed administrators and the 

members of the association for the purpose of selecting the 

lead carrier. The selection of the lead carrier must be 

based upon criteria established by the board of directors. 

t3tffi The lead carrier shall perform all 

administrative and claims payment functions required by this 

section upon the commissioner's approval of the policy forms 
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and contracts submitted. The lead carrier shall provide 

these services for a period of at least 3 years, unless a 

request to terminate is approved by the association and the 

commissioner. The association and the commissioner shall 

approve or deny a request to terminate within 90 days of its 

receipt. A failure to make a final decision on a request to 

terminate within the specified period is considered an 

approval. The association shall invite submissions of policy 

forms from members of the association, including the lead 

carrier, 6 months prior to the expiration of each 3-year 

period. The association shall follow the procedure provided 

in subsection tit 1!...l in selecting a lead carrier for the 

subsequent 3-year period or, if a request to terminate is 

approved, on or before the end of the 3-year period. 

f4till The lead carrier shall provide all eligible 

persons involved in the association plan an individual 

certificate setting forth a statement as to the insurance 

protection to which the person is entitled, the method and 

place of filing claims, and to whom benefits are payable. 

The certificate must indicate that coverage was obtained 

through the association. 

f5till The lead carrier shall submit to the association 

and the commissioner on a semiannual basis a report of the 

operation of the association plan. The association must 

determine the specific information to be contained in the 
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report prior to the effective date of the association plan. 

t6tfil The lead carrier shall pay all claims pursuant 

to this part and shall indicate that the claim was paid by 

the association plan. Each claim payment must include 

information specifying the procedure involved in the event a 

dispute over the amount of payment arises. 

t1till The lead carrier must b~ reimbursed from the 

association plan premiums received for its direct and 

indirect expenses. Direct and indirect expenses include a 

prorated reimbursement for the portion of the lead carrier's 

administrative, printing, claims administration, management, 

and building overhead expenses, which are assignable to the 

maintenance and administration of the association plan. The 

association must approve cost accounting methods to 

substantiate the lead carrier•S cost reports consistent with 

generally accepted accounting principles. Direct and 

indirect expenses may not include costs directly related to 

the original submission of policy forms prior to selection 

as the lead carrier. 

t8till The lead carrier is, when carrying out its 

duties under this part, an independent contractor for the 

association and is individually liable for its actions, 

subject to the laws of this state." 

SECTION 30. SECTION 33-22-1515, KCA, IS AMENDED TO 

READ: 
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"33-22-1515. solicitation of eligible persons. (l) The 

association, pursuant to a plan approved by the 

commissioner, shall disseminate appropriate information to 

the residents of this state regarding the existence of the 

association plan and the means of enrollment. Means of 

communication may include use of the press, radio, and 

television, as well as publication in appropriate state 

offices and publications. 

(2) The association shall devise and implement means of 

maintaining public awareness of this part and shall 

administer this part in a manner which facilitates public 

participation in the association plan. 

(3) All licensed disability insurance 

engage in the selling or marketing of 

association p¼ans plan. The lead carrier 

producers may 

qttalifiea the 

shall pay an 

insurance producer's referral fee of $25 to each licensed 

disability insurance producer who refers an applicant to the 

association plan, if the applicant is accepted. The referral 

fees must be paid to 2l:'_ the lead carrier from money received 

as premiums for the association plan. 

(4) An insurer, society, or health service corporation 

that rejects or applies underwriting restrictions to an 

applicant for disability insurance must notify the applicant 

of the existence of the association plan, requirements for 

being accepted in it, and the procedure for applying to it.• 
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SECTION 31. SECTION 33-22-1516, MCA, IS AMENDED TO 

READ: 

"33-22-1516. Enrollaent by eligible person. (1) The 

association plan must be open for enrollment by eligible 

persons. An eligible person may enroll in the plan by 

submission of a certificate of eligibility to the lead 

carrier. The certificate must provide: 

(a) the name, address, and age of the applicant and 

length of the applicant's residence in this state: 

(b) the name, address, and age of spouse and children, 

if any, if they are to be insured; 

(c) written evidence that he fulfills 

elements of an eligible person, as defined in 

and 

(d) a designation of coverage desired. 

all of the 

33-22-1501: 

(2) Within 30 days of receipt of the certificate, the 

lead carrier shall either reject the application for failing 

to comply with the requirements of subsection (1) or forward 

the eligible person a notice of acceptance and billing 

information. Insurance is effective on the first of the 

month following acceptance. 

(3) An eligible person may not purchase more than one 

policy from the association plan. 

(4) A person who obtains coverage pursuant to this 

section may not be covered for any preexisting condition 
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during the first 12 months of coverage under the association 

plan if the person was diagnosed or treated for that 

condition during the 5 years immediately preceding the 

filing of an application. This subsection does not apply to 

a person who has had continuous coverage under an 

individual, family, or group policy during the year 

immediately preceding the filing of an application and whose 

cancellation date was within 30 days prior to the date of 

submission of a certificate of eligibility to the lead 

carrier for nonelective procedures. 

(S) A change of residence from Montana to another state 

immediately terminates eligibility for renewal of coverage 

under the association plan." 

SECTION 32. SECTION 33-22-1521, MCA, IS AMENDED TO 

READ: 

"33-22-1521. ettaiiried Association plan minimum 

benefits. A plan of health coverage must be certified as a 

qttaH,fied association plan if it otherwise meets the 

requirements of Title 33, chapters 15, 22 (excepting part 

7), and 30, and other laws of this state, whether or not the 

policy is issued in this state, and meets or exceeds the 

following minimum standards: 

(l) The minimum benefits for an insured must, subject 

to the other provisions of this section, be equal to at 

least 80\ of the covered expenses required by this section 
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in excess of an annual deductible that does not exceed 

$1,000 per person. The coverage must include a limitation of 

$5,000 per person on the total annual out-of-pocket expenses 

for services covered under this section. Coverage must be 

subject to a maximum lifetime benefit, but such maximums may 

not be less than $100,000. 

( 2) 

charges 

Covered 

for the 

expenses 

following 

must be the usual and customary 

services and articles when 

prescribed by a physician or other licensed health care 

professional provided for in 33-22-111: 

(a) hospital services; 

(b) professional services for the diagnosis or 

treatment of injuries, illness, or conditions, other than 

dental; 

(c) use of radium or other radioactive materials; 

(d) oxygen; 

(e) anesthetics; 

(f) diagnostic x-rays and laboratory tests, except as 

specifically provided in subsection (3); 

(g) services of a physical therapist; 

(h) transportation provided by licensed ambulance 

service to the nearest facility qualified to treat the 

condition; 

(i) oral surgery for the gums and tissues of the mouth 

when not performed in connection with the extraction or 
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repair of teeth or in connection with TMJ; 

(j) rental or purchase of medical equipment, which 

shall be reimbursed after the deductible has been met at the 

rate of 50%, up to a maximum of $1,000; 

(k) prosthetics, other than dental; and 

(1) services of a licensed home health agency, up to a 

maximum of 180 visits per year. 

(3) (a) Covered expenses for the services or articles 

specified in this section do not include: 

(i) drugs requiring a physician's prescription; 

(ii) services of a nursing home; 

(iii) home and office calls, except as specifically 

provided in subsection (2); 

(iv} rental or purchase of durable medical equipment, 

except as specifically provided in subsection (2); 

(v) the first $20 of diagnostic x-ray and laboratory 

charges in each 14-day period; 

(vi) oral surgery, except as specifically provided in 

subsection (2); 

(vii) that part of a charge for services or articles 

which exceeds the prevailing charge in the locality where 

the service is provided; or 

(viii) care that is primarily for custodial or 

domiciliary purposes which would not qualify as eligible 

services under medicare. 

-so- SB 16 



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 

SB 0016/02 

(b) Covered expenses for the services or articles 

specified in this section do not include charges for: 

(i) care or for any injury or disease either arising 

out of an injury in the course of employment and subject to 

a workers' compensation or similar law, for which benefits 

are payable under another policy of disability insurance or 

medicare; 

(ii) treatment for cosmetic purposes other than surgery 

for the repair or treatment of an injury or congenital 

bodily defect to restore normal bodily functions; 

(iii) travel other than transportation provided by a 

licensed ambulance service to the nearest facility qualified 

to treat the condition; 

(iv) confinement in a private room to the extent it is 

in excess of the institution's charge for its most common 

semiprivate room, unless the private room is prescribed as 

medically necessary by a physician; 

{v) services or articles the provision of which is not 

within the scope of authorized practice of the institution 

or individual rendering the services or articles; 

(vi) organ transplants, including bone marrow 

transplants; 

(vii) room and board for a nonemergency admission on 

Friday or Saturday; 

(viii) pregnancy, except complications of pregnancy; 
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( ix) routine well bab_y care; 

(x) complications to a newborn, unless no other source 

of coverage is available; 

(xi) sterilization or reversal of sterilization; 

(xii) abortion, unless the life of the mother would be 

endangered if the fetus were carried to term; 

(xiii) weight modification or modification of the body 

to improve the mental or emotional well-being of an insured; 

(xiv) artificial insemination or treatment for 

infertility; or 

(xv) breast augmentation or reduction." 

SECTION 33. SECTION 33-1-704, MCA, IS AMENDED TO READ: 

"33-1-704. Bearing procedure. (1) All hearings shall be 

open to the public unless closed pursuant to the provisions 

of 2-3-203. 

(2) The commissioner shall allow any party to the 

hearing to appear in person and by counsel, to be present 

during the giving of all evidence, to have a reasonable 

opportunity to inspect all documentary evidence and to 

examine witnesses, to present evidence in support of his 

interest, and to have subpoenas issued by the commissioner 

to compel attendance of witnesses and production of evidence 

in his behalf. 

(3) The commissioner shall permit to become a party to 

the hearing by intervention, if timely, any person who was 
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an original party thereto and whose pecuniary interests 

be directly and immediately affected by the 

commissioner's order made upon the hearing. 

(4) Except as provided in 33-31-404, rules of pleading 

er-ew¼de~ee need not be observed at any hearing, but the 

rules of evidence must be observed. 

(5) Upon written request seasonably made by a party to 

the hearing and at that person's expense, the commissioner 

shall cause a full stenographic record of the proceedings to 

be made by a competent reporter. If transcribed, a copy of 

such stenographic record shall be furnished to the 

commissioner without cost to the commissioner or the state 

and shall be a part of the commissioner's record of the 

hearing, If so transcribed, a copy of such stenographic 

record shall be furnished to any other party to such hearing 

at the request and expense of such other party. If no 

17 stenographic record is made or transcribed, the commissioner 

18 shall prepare an adequate record of the evidence and of the 

19 proceedings." 

20 NEW SECTION. SECTION 34. REPEALER. SECTION 33-22-1522, 

21 MCA, IS REPEALED, 

22 NEW SECTION. Section 35. l!laae change short form 

23 amendment. Wherever it appears in 33-7-519, 33-17-206, 

24 33-18-210, and 33-18-501 or in insurance laws enacted by the 

25 52nd legislature, the code commissioner is directed to 
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change the term 11 solicitor" to 11 insurance producer". 

NEW SECTION. Section 36. Codification instruction. (1) 

[Section z4 l_ll is intended to be codified as an integral 

part of Title 33, chapter 20, parts 1 and 12, and the 

provisions of Title 33, chapter 20, parts 1 and 12, apply to 

[section z4 23]. 

(2) [Section z5 ~] is intended to be codified as an 

integral part of Title 33, chapter 23, part 1, 

provisions of Title 33, chapter 23, part 1, 

{section z5 24]. 

and the 

apply to 

(3) {Section z6 ~] is intended to be codified as an 

integral part of Title 33, chapter 24, part 1, and the 

provisions of Title 33, chapter 24, part 1, apply to 

(section z6 25]. 

-End-
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SENATE BILL NO. 16 

INTRODUCED BY GAGE 

BY REQUEST OF THE STATE AUDITOR 

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

6 LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

7 SERVICE COMPANIES; DIRECTING THE CODE COMMISSIONER TO CHANGE 

8 ANY REFERENCE TO THE TERM "SOLICITOR" TO "INSURANCE 

9 PRODUCER" WHEREVER IT APPEARS IN THE MONTANA CODE ANNOTATED; 

10 ANB AMENDING SECTIONS 33-1-704, 33-1-711, 33-2-705, 

11 33-2-708, 33-2-709, 33-3-401, 33-3-431, 33-7-406, 33-17-102, 

12 33-17-208, 33-17-603, 33-20-303, 33-20-305, 33-22-502, 

13 33-22-921, 33-22-923, 33-22-924, 33-22-1501, 33-22-1504, 

14 

15 

16 

17 

18 

33-22-1511, 33-22-1512, 33-22-1513, 33-]2-1514, 33-22-1515, 

33-22-1516, 33-22-1521, 33-ii-1184, 33-23-302, 61-12-303, 

61-12-304, AND 61-12-305, MCA1 AND REPEALING 

33-22-1522, MCA." 

SECTION 

19 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

20 Section 1. Section 33-1-711, MCA, is amended to read: 

21 

22 

23 

24 

"33-1-711. Appeals from the coamissioner. (1) An appeal 

from the commissioner may be taken only from an order on 

hearing or with respect to a matter as to which the 

commissioner has refused a hearing. Any person who was a 

25 party to the hearing or whose pecuniary interests are 

~na•..,;• .. •••<OUMI 

There are no changes in this bill 
and will not be reprinted. Please 
refer to yellow copy for complete 
text. 

SB 0016/02 

THIRD READING 
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HOUSE COMMITTEE OF THE WHOLE AMENDMENT 
Senate Bill 16 

Representative T. Nelson 

April 4, 1991 11:52 am 
Page 1 of 2 

Mr. Chairman: I move to amend Senate BiJl 16 (third reading copy 
-- blue). 

And, that such amendments to Senate Bill 16 read as follows: 

1. Page 22, lines 17 through 22. 
Strike: line 17 through 22 in their entirety 
Insert: "Conformity with Montana statutes. The provisions of 

this policy conforms to the minimum requirements of Montana 
law and control over any conflicting statutes of any state 
in which the insured resides on or after the effective date 
of this policy." 

2. Page 36, lines 20 through 24. 
Strike: lines 20 through 24 in their entirety 

Insert: "Conformity with Montana statutes. The provisions 
of this policy conforms to the minimum requirements of 
Montana law and control over any conflicting statutes of any 
state in which the insured resides on or after the effective 
date of this policy." 

3. Page 37, lines 5 through 9. 
Strike: lines 5 through 9 in their entirety 

Insert; •conformity with Montana statutes. The provisions 
of this policy conforms to the minimum requirements of 
Montana law and control over any conflicting statutes 0f any 
state in which the insured resides on or after the effective 
date of this policy." 

4. Page 37, lines 15 through 19. 
Strike: lines 15 through 19 in their entirety 

Insert: •conformity with Montana statutes. The provisicns 
of this policy conforms to the minimum r~quirements of 
Montana law and control over any conflicting statutes of any 
state in which the insured resides on or after the effective 
date of this policy.• i 

5. Page 53, line 20. 
Following: line 19 

c~P'l'. 
REJECT 

5C:,,;'>(l)I 4'- I 
7111 r:; ::cw. llpli 

April 4, 1991 
Page 2 of 2 

Insert: "Section 33 Section 33-22-229, MCA, is amended to read: 
"33-22-229. Conformity with state statutes. There must be a 

EQUIVILANT THERETO as follows: 
1th ~ Montana Statutes: 1tin') IJP8 
hiefl e" its effeeti e •Ate ie in ee 
e€ the elate i~ whieh the i~eured r 
~cPe~~ affle"~e~ te eenfePM te ·the •i 

-'--1 .......... ..__..,..__ .. L"" :,f ~uch stat:t1tes. The provisions of this policy 
conforms to the minimum requirements of Montana law and 
control over any conflicting statutes of any state in which 
~he insured resides on or after the effective date of this 
policy."""" 

') 

HOUSE 
5/3 /(, 
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SENATE BILL NO, 16 

INTRODUCED BY GAGE 

BY REQUEST OF THE STATE AUDITOR 

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

LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

SERVICE COMPANIES: DIRECTING THE CODE COMMISSIONER TO CHANGE 

ANY REFERENCE TO THE TERM "SOLICITOR" TO 11 INSURANCE 

PRODUCER" WBEREVER IT APPEARS IN THE MONTANA CODE ANNOTATED; 

MIB AMENDING SECTIONS 33-1-704, 33-1-711, 33-2-705, 

33-2-708, 33-2-709, 33-3-401, 33-3-431, 33-7-406, J3-17-102, 

33-17-208, 33-17-603, 33-20-303, 33-20-305, 33-22-229~ 

33-22-502, 33-22-921, 33-22-923, 33-22-924, 33-22-1501, 

33-22-1504, 33-22-1511, 33-22-1512, 33-22-1513, 33-22-1514, 

33-22-1515, 33-22-1516, 33-22-1521, 33-ii-¼~9., 33-23-302, 

61-12-303, 61-12-304, AND 61-12-305, MCA; AND REPEALING 

SECTION 33-22-1522, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 33-1-711, MCA, is amended to read: 

•33-1-711. Appeals from the commissioner. {l) An appeal 

from the commissioner may be taken only from an crder on 

hearing or with respect to a matter as to which the 

commissioner has refused a hearing. Any person who WQS a 

party to the hearing or whose pecunia-iy interests are 

~-· , .... , .. ,,. ,..,,.,,, 
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directly and immediately affected by any order or refusal 

and who is aggrieved by an order or refusal may, within 30 

days after the order has been mailed or delivered to the 

persons entitled to receive the same, che commissioner's 

order denying rehearing or reargument has been so mailed or 

delivered, or the commissioner's refusal to grant a hearing, 

appeal from the order en hearing or the refusal of a 

hearing. Any request for a stay of the commissioner's order 

must be made within 60 days, to run concurrently with the 30 

days for appeal. The appeal must be taken to the district 

court of Lewis and Clark County by filing written notice of 

appeal in the court and by filing a copy of the notice with 

the commissioner. except that in appeals from the suspension 

or revocation of the certificate of authority of a domestic 

insurer or of the license of an insurance producer or 

surplus lines insurance prod~cer, the person taking the 

appeal may at his option, in lieu of the district court of 

Lewis and Clark Coun~y, take the appeal to the district 

court of the county of Montana 1n which the insurer has its 

principa~ place of business or the licensee resides. 

(2) Upon filing of the notice of appea~, the court has 

full jurisdiction and shall determine whether the filing 

operates dS .3 ~tay of the order or action appealed from. 

\1) ~ithi~ 20 days a~ter fil~ng =Ethe c~py ~f ~he 

notice ,-:-f appedl in his cffice, the commissioner shall make 
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and return to the court in which the appeal is pending a 

copy of his order appealed from and a full and complete 

transcript, duly certified by the commissioner, of his 

record of the hearing upon which the order was issued, 

together with all exhibits and documentary evidence 

introduced at the hearing. If the appeal is from an action 

of the commissioner with respect to which a hearing was 

refused, the commissioner shall, within the 20-day period, 

make and return to the court a full and complete transcript, 

duly certified by him, of all documents on file in his 

office directly relating to the matter as to which the 

appeal is taken. 

(4) Upon receipt of the transcripts and evidence, the 

court shall hear the matte[ -ae-ne,ve as soon as reasonably 

pos.sible thereafter. Upon the hearing of the appeal, the 

court shall consider the evidence contained in the 

-transcript, exhibits, and documents filed by the 

commissioner, together with additional proper evidence as 

may be offered by any party to the appeal. 

(-5) After hearing the appeal, the court may affirm, 

modify, or reverse the order or action of the commissioner, 

in whole or in part, or remand the action to the 

commissioner for further proceedings in accordance with the 

court's direction. 

(6) Costs must be awarded as in civil dCtions. 
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(7) Appeal may be taken to the supreme court from the 

judgment of the district court as in other civil cases ta 

which the state is a party. A stay of the effectiveness of 

any judgment may be made only by order of the supreme court 

upon the giving of security as that court considers proper. 

(8) This section does not apply to appeals as to 

matters covered by chapter 16." 

Section 2. section 33-2-705, MCA, is amended to read: 

•J3-2-705. Report on premiums and other consideration 

tax. (1) Each authorized insurer and each formerly 

authorized insurer with respect to premiums so received 

while an authorized insurer in this state shall file with 

the commissioner, on or before March 1 each year, a report 

in form as prescribed by the commissioner showing total 

direct premium income, including policy, membership, and 

other fees, premiums paid by application of dividends, 

refunds, savings, savings coupons, and similar returns or 

credits to payment of premiums for new or additional or 

extended or renewed insurance, charges for payment of 

premium in installments, and all other consideration for 

insurance from all kinds and classes of insurance, whether 

designated as a premium or otherwise, received by t~ a life 

insurer or written by an insurer other than a life insurer 

during the preceding calendar year on account of policies 

covering property, subjects, or risks located, resident, or 
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to be performed in Montana, with proper proportionate 

allocation of premium as to such property, subjects, or 

risks in Montana insured under policies oc contracts 

covering property, subjects, or risks located or :esidenL in 

more than one state, after deducting from such tota: direct 

premium income applicable cancellations, returned premiums, 

the unabsorbed portion of any deposit premium, the amount of 

reduction in or refund of premiums allowed to industrial 

life policyholders for payment of premiums direct to an 

office of the insurer, all policy dividends, refunds, 

savings, savings coupons, and other similac returns paid or 

credited to policyholde~s with respect to such policies. As 

to title insurance, ''premium'' includes the total charge for 

such insurance. No deduction shall be made of the cash 

surrender values of policies. 

annuity contracts shall not be 

Considerations received on 

included in total direct 

premium income and shall not be subject to tax. 

(2) Coincident with the filing of the tax report 

referred to in subsection (1) above, each such insurer shall 

pay to the commissioner a tax upon such net premiums 

computed at the rate of 2 3/4%. 

( 3) That portion of the tax paid hereunder by an 

insurer on account of premiums received for fire i. nsurance 

shall be separatel.y specified in the report as required by 

tr.e commissioner, for apportionment as pr0•.1ided by ldw. 
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Where insurance against fire is included with insurance of 

property against other perils at an undivided premium, the 

insurer shall make such reasonable allocation from such 

entire premium to the fire portion of ~he coverage as shall 

be stated in such report and as may be approved or accepted 

by the commissioner. 

(4} With respect to authorized insurers the premium tax 

provided by this section shall be payment in full and ir. 

lieu of all other demands for any ar.d all state, county, 

city, district, municipal, and school taxes, licenses, fees, 

and excises of whatever kind or characLer, excepting only 

those prescribed by this code, taxes on real and tangible 

personal property located in this state, ar.d taxes payable 

under 50-3-109. 

(5) The commissioner may suspend or 

certificate of authority of any insure: ~hich 

it5 taxes as requited under this section. 

revoke the 

fails to pay 

{6) In addition to the pena:ty provided for in 

subsection {5), the commissioner may impose upon an insurer 

who fails to pay the tax requiren under this section a fine 

of SlOO a day for each day the tax remains unpaid past the 

d~e date ot :t of the amount owed in tax, whichever is 

or@at.er. 

I 7 I rhe c:::mrni:;;sicner may by ::-Gle prov1de c. quarterly 

~chedule tor ~dy~ent of porticns of the pre~1um tax undPr 
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this section during the year in which such tax liability is 

accrued." 

Section 3. Section 33-2-708, MCA, is amended to read: 

•33-2-708. Fees and licenses. (l) Except as provided in 

33-17-212(2), the commissioner shall collect in advance and 

the persons served shall pay to the commissioner the 

following fees: 

(a) certificates of authority: 

(i) for filing applications for original certificates 

~f authority, articles of incorporation (except original 

articles of incorporation of domestic insurers as provided 

in subsection (l}(b)) and other charter documents, bylaws, 

financial statement, examination report, power of attorney 

to the commissioner, and all other documents and filings 

required in connection with the application and for issuance 

of an original certificate of authority, if issued: 

(A) domestic insurers $ 600.00 

(B) foreign insurers • .. . . . . • . . . • . . . . . . . . . • • • . . . 600. 00 

(ii) annual continuation of certificate of authority 

600.00 

{iii} reinstatement of certificate of authority 

(iv) amendment of certificate of authority ....• 

(b) articles of incorporation: 

25.00 

50.00 

(i) filing original articles of incorporation of a 
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domestic insurer, exclusive of fees required to be paid by 

the corporation to the secretary of state 20.00 

(ii) filing amendment of articles of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the secretary of state by a domestic corporation 

.... -.. --.......................................... . 25.00 

(c) filing bylaws or amendment to bylaws where 

required ........................................... 10.00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

....... -.. --...... -..... -......... -................ . 25.00 

(e) insurance producer's license: 

( i) application for original license, including 

issuance of license, if issued ....••••....•.... - ... 15.00 

(ii) appointment of insurance producer, each insurer 

.................................................... 
(iii) temporary license ...........•......... •·· 

(iv) amendment of license (excluding additions 

license) or reissuance of master license •.......... 

{f) nonresident insurance producer's license: 

l0.00 

15.00 

to 

15.00 

{i) application for original license, including 

issuance of license, if issued . • • . . . . • . . . . • . . . . . . • . 100.00 

[iiJ appointment of insurance producer, each insurer 

.................................................... 
(iii) annual renewal of license ............... . 

-B-
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(iv) amendment of license {excluding additions to 

license) or reissuance of master license........... 10.00 

(g) examination, if administered by the commissioner, 

for license as insurance producer, each examination 

(h) surplus lines insurance producer license: 

(i) application for original license and for 

of license, if issued ...••......... , •.•............ 

(ii} annual renewal of license 

(i) adjuster 1 s license: 

15.00 

issuance 

50.00 

50.00 

(i) application for original license and for issuance 

of license, if issued .•.•...•..•••••.•••••••..•..•. 15.00 

(ii) annual renewal of license • • • • . . • • • . . • • . . • . 15. 00 

(j) insurance vending machine license, each machine, 

each year ......... .................................... 10.00 

(k) commissioner 1 s certificate under seal (except when 

on certificates of authority or licenses} ....•..... 10.00 

{l) copies of documents on file in the commissioner's 

office, per page •••.•••.•..... , ....••.•... - ........ . .so 

(m) policy forms: 

(i) filing each policy form .. . . .. . . . .• . .••••.. 25.00 

{ii) filing each application, rider, endorsement, 

amendment, insert page, schedule of rates, and clarification 

of risks . , . • • . . . . • • . . . . . • . .. .• . •• ••• • • .•.•..•...•.. 10.00 

(iii) maximum charge if policy and all forms suhmitt~~ 
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at one time or resubmitted for approval within 180 days 

100.00 

(n) applications for approval of prelicensing education 

courses: 

(i) reviewing initial application ...•......... 150.00 

(ii) periodic review ...................... .. . .. 50.00 

(2) The commissioner shall promptly deposit with the 

state treasurer to the credit of the general fund of this 

scate all fines and penalties, those amounts received 

pursuant to 33-2-311, 33-2-705, and 33-2-~06, and any fees 

and examination and miscellaneous charges that are collected 

by him pursuant to Title 33 and the rules adopted under 

Title 33. 

(3) All fees are considered fully earned when received. 

In the event of overpayment, only those amounts in excess of 

$10 will be refunded." 

Section 4. Section 33-2-709, MCA, is amended to read: 

"33-2-709. Reta1iatory fees,. taxes,. and other 

obligations. (1) When by or pursuant to the laws of any 

other state or foreign country any taxes, licenses, and 

other fees, in the aggregate, 

deposit requirements, or 

and any fines, penalties, 

other macerial obligations, 

prohibitions, or restrictions are or would be 

Montana lnsurers or upon the :nsurance 

imposed upon 

pr:iducers or 

1epresentalives Jf such insurers which are in excess of such 
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taxes, licenses, and other fees, in the aggregate, or which 

are in excess of the fines, penalties, deposit requirements. 

or other obligations, prohibitions, or restrictions directly 

imposed upon similar insurers or upon the insurance 

producers or representatives of such insurers of such other 

state or country under the statutes of this state, so long 

as such laws of such other state or country continue in 

force or are so applied, the same taxes, licenses, and other 

fees, in the aggregate, or fines, penalties, or deposit 

requirements or other material obligations, prohibitions, or 

restrictions of whatever kind shall be imposed by the 

commissioner upon the insurers or upon the insurance 

producers or representatives of such insurers of such other 

state or country doing business or seeking to do business in 

Montana. Any tax, license, or other fee or other obligation 

imposed by any city, county, or other political subdivision 

or agency of such other state or country on Montana insurers 

or their insurance producers or representatives shall be 

deemed to be imposed by such state or country within the 

meaning of this section. 

{2) This section shall not apply as to any fees in 

conjunction with the licensing of insurance producers, 

personal income taxes, ad valorem taxes on real or personal 

property, or special purpose obligations or assessments 

imposed by another state or by an agency of this state other 
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than the department in connection with particular kinds of 

insurance other than property insurance, except that 

deductions from premium taxes or other taxes otherwise 

payable allowed on account of real estate or personal 

property taxes paid shall be taken into consideration by the 

commissioner in determining the propriety and extent of 

retaliatory action under this section. 

(3) (a} For the purposes of this section the domicile 

of an alien insurer, other than insurers formed under the 

laws of Canada, shall be that state designated by the 

insurer in writing filed with the commissioner at time of 

admission to this state or within 6 months after January l, 

1961, whichever date is the later, and may be any one of the 

following states: 

(i) that in which the insurer was first authorized to 

transact insurance; 

(ii) that in which is located the insurer's principal 

place of business in the United States; 

(iii} that in which is held the larger deposit of 

trusteed assets of the insurer for the protection of its 

policyholders and creditors in the United States. 

(b) If the insurer makes no such designation, its 

domicile shall be deemed to be that state in which is 

located its principal place of business in the United 

States." 
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Section 5. Section 33-3-401, MCA, is amended to read: 

•]J-3-401. Hoae office and records penal.ty for 

unlawful removal of records or assets. (1) Every domestic 

insurer shall have and maintain its principal place of 

business and home office in this state and shall keep 

therein complete records of its assets,. transactions, and 

affairs in accordance with such methods and systems as are 

customary or suitable as to the kind or kinds of insurance 

transacted. R~_pords of t_!\e ___!_!_'Lsur~r 1 
_§_ o.2erat ions and other 

financial records __ reasonablI_ related to its insurance 

operations for the preceding 5 years must be maintained and 

be available to the commissioner or his duly constituted 

examiner. 

(2) Every domestic insurer shall have and maintain its 

assets in this state, except as to: 

(a) real property and personal pr.operty appurtenant 

thereto lawfully owned by the insurer and located outside 

this state; and 

(b) such property of the insurer as may be customary, 

necessary, and convenient to enable and facilitate c.he 

operation of its branch offices and regional home offices 

located outside this state as referred to in subsection (4) 

below. 

{3) Removal of all or a material part of the rec2rds or 

assets of a domestic insurer from this state except pucsuant 
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to a plan of merger or consolidation approved by the 

commissioner under this code or for such reasonable purposes 

and periods of time as may be approved by the commissioner 

in writing in advance of such removal or concealment of such 

records or assets or material part thereof from the 

commissioner is prohibited. Any person who removes or 

attempts to remove such records or assets or such material 

part thereof from the home office or other place of business 

or of safekeeping of the insurer in this state with the 

intent to remove the same from this state or who conceals or 

attempts to conceal the same from the commissioner, in 

violation of this subsection, shall upon conviccion thereof 

be guilty of a felony punishable by a fine of not more than 

$10,000 or by imprisonment in the penitentiary for not more 

than 5 years or by both such fine and imprisonment in the 

discretion of the court. Upon any removal or attempted 

removal of such records or assets or upon retention of such 

records or assets or material part thereof outside this 

state beyond the period therefor specified in the 

commissioner's consent under which the records were so 

removed thereat or upon concealment of or attempt to conceal 

recocds or assets in violation of this section, the 

commissioner may institute delir.quenci' proceedings against 

th~ tnstir~r pursuant to ~he provisi~ns of chapter 2, part 

13. 
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(4) This section shall not be deemed to prohibit or 

prevent an insurer from: 

(a) establishing and maintaining branch offices or 

regional home offices in ccher states where necessary or 

convenient to the transaction of its business and keeping 

therein the detailed records and assets customary and 

necessary for the servicing of its insurance in force and 

affairs in the territory served by such an office, as long 

as such records and assets are made readily available at 

such office for examination by the commissioner at his 

request; 

(bJ having, depositing, or transmitting funds and 

assets of the insurer in or to jurisdictions outside of this 

state as reasonably and customarily required in the regular 

course of its business; 

(c) making deposits under custodial arrangements as 

provided by 33-2-604(3)."' 

Section 6. Section 33-3-431, MCA, is amended to read: 

•33-3-431. Borro~ed surplus. (1) A domestic stock or 

mutual insurer may borrow money to defray the expenses of 

its organization, provide it with surplus funds, or for any 

purpose of its business, upon a written agreement that such 

money is required to be repaid only out of the insurer's 

surplus in excess of that stipulated in such agreement. The 

agreement may provide for interest ftet--exeee~±~g--6%--per 
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4ftftttffl at a rate no greater than the rate established in 

25-9-205, which interest shall or shall not constitute a 

liability of the insurer as to its funds other than such 

excess of surplus, as stipulated in the agreement. No 

commission or promotion expense shall be paid in connection 

with any such loan. 

{2) Money so borrowed, together with the interest 

thereon if so stipulated in the agreement, shall not form a 

part of the insurer 1 s legal liabilities except as to its 

surplus in excess of the amount thereof stipulated in the 

agreement or be the basis of any setoff; but until repaid, 

financial statem@nts filed or published by the insurer shall 

show as a footnote thereto the amount thereof then unpaid 

together with any interest thereon accrued but unpaid. 

{3) Any such loan to a mutual insurer shall be subject 

to the commissioner's approval. The insurer shall, in 

advance of the loan, file with the commissioner a statement 

of the purpose of the loan and a copy of the proposed loan 

agreement. The loan and agreement shall be deemed approved 

unless within 15 days after date of such filing the insurer 

is notified of the commissioner's disapproval and the 

reasons therefor. The commissioner shall disapprove any 

proposed loan or agreement if he finds the loan is 

unnecessary or excessive for the purpose intended or that 

the terms of the loan agreement are not fair and equitable 
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to the parties, and to other similar lenders, if any, to the 

insurer, or that the information so filed by the insurer is 

inadequate. 

(4) Any such loan to a mutual insurer or substant:al 

portion thereof shall be repaid by the insurer when no 

longer reasonably necessary for the purpose originally 

intended. No repayment of such loan shall be made by a 

mutual insurer unless 

commissioner. 

in advance approved by the 

{5) This section shall not apply to loans obtained by 

the insurer in ordinary course of business from banks and 

other financial institutions or to loans secured by pledge 

or mortgage of assets." 

Section 7. Section 33-7-406, MCA, is amended to read: 

"33-7-406. Annual statement -- penalty for failure to 

file e~--~e-eom~¼y. A-seeiety-ftegiee~ing-~e-f±le-the-enntte¼ 

statement-±n-the-Eorm-and-w±th±ft-tfte-time-provided--±n--thi~ 

part-sha¼¼-Eo~~e±t The commissioner may impose a fine upon~ 

society not to exceed $100 for each day dttrin9-wftieh-stteh 

ne~¼eet-eent±nttes,-and7-ttpon-netiee-by-the--eoftlfflissioner--te 

that--e££eet7--~ts--ettthority--to--do-btts±ness-±n-~his-state 

sha¼¼-cease-whi¼e-stteh-8efatt%t-eontinttes after March 1 that 

a society fails to file the annual statement recuired by 

33-7-40~. The fine may not exceed $1,000.'' 

Section 8. Section 33-17-208, MCA, is amended to read: 
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•JJ-17-208. Prelicensing education basic 

requirement. (1) (a) A person applying for a license to act 

as an insurance producer for property, casualtyr and surety 

insurance shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examinationr unless he is exempted from 

the requirement under subsection (3). 

(b) A person applying for a license to act as an 

insurance producer for life and disability insurance or as 

an enrollment representative for a health service 

corporation shall complete 40 hours of approved prelicensing 

education courses in those areas of insurance within 12 

months prior to the examination, unless he is exempted from 

the requirement under subsection (3). 

(2} A person applying for licenses to act as an 

insurance producer for both the property, casualty, and 

surety areas and the life ~nd or disabilicy areas must meet 

the education requirements in all the areas of insurance. 

(3) The minimum prelicensing education requirement does 

not apply to a person who: 

(a) has been licensed within the 12 preceding months as 

an insurance producer in another state that requires 

prelicensing education and has ccmpleted the education in 

tt1e ~ther state; 

(b) seeks A nonresident license, having been licensed 
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as an insurance provider in his state of re~idence for at 

least l year; 

(c) seeks a nonresident license and is trom a state 

having a prelicensing education requirement: 

(d) seeks to reinstate a license lapsed for less ~han 2 

years; 

(e) seeks a temporary license under 33-17-216; or 

(f) is exempt from examination requirements under 

33-l 7-212t5till.•" 

Section 9. Section 33-17-603. MCA. is amended to read: 

•33-17-603. Certificate of registration. (1) Except as 

provided in 33-17-604r a oerson mav not a~t as or hold 

him.self out ta be an administrator in this state unless he 

holds a certificate of registration as an administrator. 

( 2) An application for a cert.ificate of registration 

must be accompanied by a fee of $100. The commissioner shall 

issue the certificate unless he finds that the applicant is 

not competent, trustworthy, financially responsible, or of 

good personal and business reputation or that the applicant 

has had a previous application for a license deni.,--d for 

cause within 5 years. 

(3) The certificate of registration is renewable 

annually on the-date-oE-±9~~e ~- A request for renewal 

must be accompanied by a renewal fee of $100. 

(4) The certificate of registration may be suspended or 
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revoked if, after notice and hearing, the commissioner finds 

that the administrator has violated any of the requirements 

of this part or that the administrator is not competent, 

trustworthy, financially responsible, or of good personal 

and business reputation. 

(5) Unless the certification requirement is waived, a 

person who acts as dn administrator without a certi·ficate of 

registration is subject to a fine of not less than $500 or 

more than $1,500 .. 11 

Section 10. Section 33-20-303, MCA, is amended to read: 

•33-20-303. Incontestability. If any statements ~ther 

than those relatinQ to age7-sex, and identity are required 

as a condition to issuing an annuity or pure endowment 

contract, other than a reversionary, survivorship, or group 

annuity, and subject to 33-20-305 1 there shall be a 

provision that the contract shall be incontestable after it 

has been in force during the lifetime of the person or of 

each~=~-_ ~-rsons as to whom such statements are required, 

for a period of 2 years from it= date of issue, except fJr 

nonpayment of stipulated payments to the insurer; and at the 

option of 7 the insurer such contract may also except any 

provisions relative to benefits in the event of disability 

and any provisions which grant insurance specifically 

against death by accident or accidental means. 

Section 11. 8ection 33-20-305, MCA, is amended to read: 
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•3]-20-305. Misstatement of age or-9ex. In an annuity 

or pure endowment contract, other than a reversionary, 

survivorship, or group annuity, there shall be a provision 

that if the age er-sex of the person or persons upon whose 

life or lives the contract is made, or of any of them, has 

been misstated, the amount payable or benefits accruing 

under the contract shall be such as the stipulated payment 

or payments to the insurer would have purchased according to 

the correct age or-sex and that if the insurer shall make or 

has made any overpayment or overpayments on account ot any 

such misst~tement, the amount tnereof, with interest at the 

rate to be specified in the contcact but net exceeding 6\ 

per annum, may be charged against the current or next 

succeeding payment or payments to be made by the insurer 

under che contract." 

Section 12. Section 33-22-502, MCA, is amended to read: 

•33-22-502. Required provisions of group policies. Each 

stteh group disability insurance policy 8hali delivered or 

issued for delivery in this state must contain in substance 

the following provisions: 

(1) a provision that, in the absence of fraud, all 

statements made by applicants or the policyholder er by an 

insured person shall be deemed representations and not 

warranties and that no statement made f~r the piirpase Jf 

effecting insurance shall avoid such insurance or reduce 
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benefits unless contained in a written instrument signed by 

the policyholder or the insured person, a copy of which has 

been furnished to such policyholder or to such person or his 

beneficiary; 

(2) a provision that the insurer will furnish to the 

policyholder for delivery to each employee or member of the 

insured group a statement in summary form of the essential 

features of ~he insurance coverage of such employee or 

member and to ~horn benefits thereunder are payable. If 

dependents are included in the coverage, c~ly one 

certificate need be issued for each family unit. 

(3) a provision that to the group originally in~ured 

may be added from time to time eligible new employees or 

members or dependents, as the case may be, in accordar.ce 

with the terms of the policy. 

(4) a prcvisicn OR THE EQUIVAtENT THERETO that reads: 

Een£ermi~•--•~t"--~tate--~t~tttte9•--A--provis±on-o£-t~T~ 

~¼iey--that--~~--~ts--e£Eeeti~e--de~e--ee~f%~et9--vi~"--the 

9te~tt~e~-~£-th~-~eate-ift-wftieh-the-±nsttred-res±Oes--e"--th~~ 

~ate:_:-_--:± s - - - t,, ere by- - - e:ffli.! "dee-- - t e--e er!: £e t"l'l'I- - t e- - t: ne- -:n ± r, ± fflttl'l\ 

t"l!'9'tt'irements-o-f-ehose--s'l:e'e1::2teso "CONFORMITY WITH MONTANA 

STATUTES. THE PROVISIONS OF THIS POLICY CO~FORM TO :nE 

~INlM~~~QllIR2~=.NTS OF ~ONTANA LAW AND CONTROL OJ2R ANY 

1'0J-.:F:._r_~_!NG s:-~-:;:':!_~ES OF' AN'{ S1'ATE IN '.-iH"ICH :~{£ =~iS_GE_~ 

~CST JES t1 N_ .JR ,;?:-:=.::K TH: EFFECTIVE DATE OF 'THIS PO:.rc.::. "" 
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Section 13. Section 33-22-921, MCA, is amended to read: 

•3]-22-921. Discontinuance or nonrenewal -- alternate 

policy or certificate -- saae insurer. (1) If a disability 

insurer discontinues or does not renew a medicare supplement 

policy product or certificate and offers an alternate 

medicare supplement policy or certificate to its insureds 

within this state, it may not deny benefits under the 

replacing policy or certificate to an insured who receives 

treatment for a condition that was a covered expense under 

the replaced policy or certificate and is a covered expense 

under the replacing policy or certificate if the insured 

enrolls in and pays the premium for the replacing policy or 

certificate within 31 days after the termination of the 

replaced policy or certificate. 

(2) A di~ability insurer who ~iscontinues or does not 

renew a medicare supplement policy product or certificate 

and offers an alternate medicare supplement policy or 

certificate shall base its premium for the alternate policy 

or certificate on the rates currently in place for that 

policy or certificat~. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or certificate1 any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 
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policy or certificate." 

Section 14. section 33-22-923, MCA, is amended to read: 

•JJ-22-923. Replacement policy or certificate 

different insurer. (1) If a disability insurer replaces a 

medicare supplement policy or certificate, it may not deny 

benefits under the replacing policy or certificate to an 

insured who receives treatment for a condition that was a 

covered expense under the replaced policy or certificate and 

is a covered expense under the replacing policy 9.! 

certificate if the insured pays the premium for the 

replacing policy or certificate when due or within 31 days 

after the termination of the replaced policy or certificate. 

(2) An insurer who replaces a medicare supplement 

policy or certificate shall base its premium for the 

replacement policy or certificate on the rates currently in 

place for that policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement 

policy or ~ertificate, any period of time that was covered 

by that policy or certificate must be credited toward the 

preexisting condition limitation period of the replacing 

policy or certificate. 

(4) To receive the benefits of subsections {l} through 

(3), a person shall submit to the replacing insurer proof of 

prior coverage, evidence of benefits provided under the 
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previous policy or certificate, and the c:!:::::-':i·:c ".'!at.e ~:'.d. 

the date of termination of coverage under the previous 

policy or certificate." 

Section 15. Section 33-22-924, MCA, is amended to read: 

•33-22-924. Renewal requirement. (1) If a person pays a 

renewal premium on the date it is due or within 31 days 

after it is due, an insurer may not refuse to renew- a 

medicare supplement policy or certificate 

insurer: 

unless the 

{a) refuses to renew all policies or certificates in 

this state that are of the same form and issued to persons 

of the same class; and 

{b) offers a replacement policy or certificate at 

actuarially justified rates. 

(2) If an insurer refuses to renew all policies or 

certificates in this state that are of the same form and 

issued to persons of the same class, the policies or 

certificates will remain in focce during the grace period 

stated in the replaced policy or certificate. An insurer's 

refusal to renew a policy or certificate may not affect a 

claim that arose under the ~e~%aeed discontinued policy or 

cectificate during the period 1n which an insured was 

confined without interruption ~o a medical care facility for 

treatment.'' 

Section 16. Section 33-22-1501, MCA, is amended to 
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:''.:.::!~: 

"33-22-1501. Definitions. As used in this part, the 

following definitions apply: 

( 1) "Association" means the compcenensive health 

association created by 33-22-1503. 

( 2) "Association plan" means a pol icy of insurance 

coverage offered by the association ~"~etl~"-~fte-~ead-earrier 

THAT IS CERTIFIED BY THE ASSOCIATION AS RE_Q_UIRED BY 

33-22-1521. 

( 3) "Association p.J._an prem1.um'' :rieans cne charge 

determined pursuant to 33-22-1512 f~r memoersnip in the 

association plan based on the benefits provided in 

33-22-1521, 

(4) "Eligible person" means an individual who: 

{a) is a resident of this state a~d applies for 

coverage under the asscciation plan: and 

lb) unless the individual's @ligibility 1s waived by 

the association, within 6 mor.~hs prior :o the date of 

application, has been rejected for disabi:ity insurance or 

he~lth service benefits by at least twc insurers, societies, 

or nealth service corporations, or has had a restrictive 

rider ~r preexisting conditions limitation, ~hich limitation 

is required by at least two insurers, sccie~~es, 0r ~ealth 

2-t?rv1c-e corporat1ons, wh1c:"', has tt',e ef!:ect. .::;f SJ0star.t.ially 

~educing coveraqe from ~hat received by a pers~:1 c~nsiJered 
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a standard risk. 

(5) "Health service corporation" means a corporation 

operating pursuant to Title JJ, chapter 30, and offering or 

selling contracts of disability insurance. 

(6) "Insurance arrangement" means any plan, program, 

contract, or other arrangement to the extent not exempt from 

inclusion by virtue of the provisions of the federal 

Employee Retirement Income Security Act of 1974 under which 

one or more employers, unions, or other organizations 

provide to their employees or members, either directly or 

indirectly through a trust of a third-party administrator, 

h@alth care services or benefits other than through an 

insurer. 

(7) "Insurer" means a company operating pursuant to 

Title 33, chapter 2 or 3, and offering or selling policies 

or contracts of disability insurance, as provided in Title 

33, chapter 22. 

(8) "Lead carrier'' means the licensed administrator or 

insurer selected by the association to administer the 

association plan. 

(9) "Pree·xisting condition 11 means any condition for 

which an a~plicant for coverage under the association plan 

has received medical attention during the 5 years 

imriiediately preceding the filing of an applicati~n. 

t±9t-uena±iEied--pi8nu--meene-the~e-hee¼th-oe"e£±~-p¼cn~ 
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eer~¼£¼e8-ny--~fte--eemm¼ss±on~f--a8--p-rovidift~--the--minimttm 

bene£it9--reqtt¼re8-ey-33-~~-¼5~¼-o~-the-ae~~eri8i-eC'.Jtt¼vn¼ent 

0E-~he9e-befter±~~T 

tt:¼tl!..Ql. "Society" means a fraternal benefit society 

operating pursuant to Title 33, chapter 7, and offering or 

selling certificates of disability insurance." 

Section 17. Section 33-22-1504, MCA, is amended to 

read: 

•33-22-1504. Association 

organization. { 1) There is 

board 

a board 

of directors 

of directors of the 

association, consisting of eight individuals: 

(a) one from each of the seven participating members of 

the association with the highest annual premium volume of 

disability insurance contracts or health service corporation 

contracts, derived from or on behalf of residents in the 

previous calendar year, as determined by the commissioner; 

and 

(b) a member at large, appointed by the commissioner ~o 

represent the public interest, who ~hall serve in an 

advisory capacity only. 

(2) Each of the seven board members representing the 

association members is entitled Lo a weighted average vvte, 

in person or by proxy, based on the association memb~r•s 

annual Montana premium volume. Howeve.r, a board member---~ 

not have more than 50% of the vote. 
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{3) Members of the board may be reimbursed from the 

money of the association for expenses incurred by them due 

to their service as board members but may not otherwise be 

compensated by the association for their services. The costs 

of conducting the meetings of the association and its board 

of directors must be borne by participating members of the 

association in accordance with 33-22-1513." 

Section 18. Section 33-22-1513, MCA, is amended to 

read: 

"33-22-1513. Operation of association plan. (ll Upon 

acceptance by the lead carrier under 33-22-1516, an eligible 

person may enroll in the association plan by payment of the 

association plan premium to the lead carrier. 

(2) Not less than 88\ of the association plan premiums 

paid to the lead carrier may be used to pay claims and not 

more than 12\ may be used for payment of the lead carrier's 

direct and indirect expenses as specified in JJ-22-1514. 

(3) Any income in excess of the costs incurred by the 

association in providing reinsurance or administrative 

services must be held at interest and used by the 

association to offset past and future losses due to claims 

expenses of the association plan or be allocated to reduce 

association plan premiums. 

(4} ~_l Each pari:icipati:..q member of the ds~cciation 

shall share the losses due to claims expenses of the 
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association plan for plans issued or approved for issuance 

by the association and shall share in the operating and 

administrative expenses incurred or estimated to be incurred 

by the association incident to the conduct of its affairs. 

Claims expenses of the association plan that exceed the 

premium payments allocated to the payment of benefits are 

the liability of the association members. Association 

members shall share in the claims expenses of the 

association plan and operating and administrative expenses 

of the association in an amount equal to the ratio of: 

tatfil the association member's total disability 

insurance premium received from or on behalf of Montana 

residents divided by; 

tbtiili the total disability premium received by all 

association members from or on behalf of Montana residents, 

as determined by the commissioner. 

(b) For pu~ooses of this subsection ill• ·•total 

disability insurance premium" does not include premiums 

received f~om disability income insurance, credit disability 

insurance, disability waiver insurance, or ~ife i~surance. 

(5) The association shall make an annual determination 

◊teach assoc~dt~on member's liability, if any, ar.d may make 

~n annual fiscal yearend assessment if necessary. The 

~ss0c1ati0n ::3y also, subject :8 th~ apprcva~ 0f ~he 

,"'-',m.11issL)r1tc•r, !'r.::vide for interim assessmer.ts aga.:n.;;;::. ::.t:e 
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association members as may be necessary to assure the 

financial capability of the association in meeting the 

incurred or estimated claims expenses of the association 

plan and operating and administrative expenses cf the 

association until the association's next annual fiscal 

yearend assessment. Payment of an assessment is due within 

30 days of receipt by an association membec of a written 

notice of a fiscal yearend or interim assessment. Failure by 

a contributing member to tender to the association the 

assessment within 30 days is grounds for termination of 

membership. An association member that ceases to do 

disability insurance business within the s-ate remains 

liable for assessments through the calendar year during 

which disability insurance business ceased. The association 

may decline to levy an assessment a~ainst an association 

member if the assessment~ as determined pursuant to this 

section, would not exceed $10. 

(6) Any annual fiscal yearend or interim assessment 

leYied against an association member may be offset, in an 

amount equal to the assessment paid to the association, 

against the premium tax payable by that association member 

pursuant to 33-2-705 for the year in which the annual fiscal 

yearend or interim assessment is levied. The insurance 

commissioner shall, each year the legislature meets in 

regular session, on or before January 15, report to the 
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legislature the total amount of premium tax offset claimed 

by association members during the preceding biennium." 

19:---5eci:-i-on- 33 22 17-0+,---ffelr,--.;_..,.. atnencled -to--

reae~ 

n33-i~-¼i84T--PreEerred-prev¼eer-agreements--attthert~ed. 

t¼t--Ne~•*thstand*n~--any--other--provision--e!--¼aw--to-the 

eontrary,-a-hea¼th-eare-insttrer-may~ 

tat--enter-in~e-a~reements-with--providers--re¼ating--to 

hea¼th--eare--9erviees--that--may-be-rendered-to-ins~reds-or 

sttb9er¼&ers-on-whose--hefta¼f--the--hea¼th--eare--iflsttrer--¼s 

providinq-hea¼th-eare-eoverage7-ine¼ttding-pre£erred-prov¼der 

agreements-re¼atinq-te~ 

tit--the--amettn~s-an-insured-may-&e-eharged-for-serviees 

rendered7-and 

ti±t-the-amettn~-and-manner-of-pay,ae:rtt-to--the--provider~ 

aftd 

tbt--iss~e---or---administer---pe¼ieies---or--snbseriber 

eontraets-in-this-state--that--ine¼ttde--ineentives--Por--the 

¼nsttred--to--ttse-the-serv±ees-or-a-previder-ehat-has-entered 

in~e-an-agreement-w±th-the-¼n~ttrer--pttrsttant--te--sttbeeet±on 

f¼tfatT 

t~t--A--pre~erred-prev¼der-ftgreement-issued-or-dei¼vered 

in-th+~-state-may-net--ttnfairly--deny--heaith--hene~+ts--re~ 

heaith-eare-~e~~±ees-eovered7 

t~t--~his---part---dees--not--rft~ttire--that--~n--~~5orer 
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ne~et:¼ate--or--enter--¼nto--aqreements--with--any---spee¼fie 

proTider--eir--e¼ass--of--pro¥¼der-s,;- Hea¼t:h-eeire-inst1rers-may 

p¼aee--reasenah¼e--¼imits--en--the--ft~mber--or--e¼aeses---ot 

preferred--prev¼ders-that-sat¼sfy-the-standards-se~-rorth-by 

t:he--hea¼th--eare--inst1rer';'--HewewerT---insttrers---ma7---ftet 

d¼ser¼m¼nate--09a¼nst:--providers--on--the-basis-0£-reiig¼on7 

raeeT-ee½o~7-na~¼ona¼-or¼9¼n7-age7-sex7--or--mar¼ta¼--stattts 

and--sha¼¼--se¼eet--preterred-providers-primeir±ry-on-bttt-not 

¼imited-to-eost-and-avai¼abi¼ity-ef-eovered-serTiee~-and-~he 

gtta¼ity-of-serv¼ees-per~ermed-by-the-p~ov¼d~rs•• 

Section 19. Section 33-23-302, MCA, is amended to read: 

•13-23-302. cancellation or alteration of policy 

increase of premium rates sixty days• written notice 

required. Any insurer who insures a physician and surgeon, 

dentist, registered 

registered physical 

nurse, nursing home administrator, 

therapist, podiatrist, 

psychologist, osteopath, chiropractor, 

licensed 

pharmacist, 

optometrist, or veterinarian, duly licensed a~--~tteh under 

the laws of this state, or a licensed hospital or long-term 

care facility as the employer of any such person against 

liability for error, omission, professional negligence, or 

performance of services without consent sh~¼±~ not cancel 

or alter the policy :!e insuring 9aet',. the person or incre-ase 

the premium rates tnerecn without first prov1Jin~ the 

insured 60 days' written n~tice of the i11~urer's intention 
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to cancel or alter the policy or increase the premium 

rates.• 

Section 20. Section 61-12-303, MCA, is amended to read: 

•61-12-303. Requirements for license. (1) No-¼icense 

sha¼%-he-~estted-hy-the The commissioner may not issue a 

license to a company until the company has filed with him 

the following: 

(a) a formal application in such form and detail as the 

commissioner may require, executed under oath by its 

president or other principal officer; 

(b) a copy of the form of its contract; 

(c) a certified copy of its charter or articles of 

incorporation and its bylaws, if any: 

(d) a financial statement in such form and detail as 

the commissioner may require, executed on oath by its 

president or other principal officer; 

(e} a certificate from the stete-t~ea~~re~ commissioner 

that it has complied with 61-12-304 in all cases where a 

deposit of cash or a bond is required by this part; 

\f) a certi:icate from the corporation commissioner of 

the state of Montana, in the event it be a corporation, that 

it has complied with the corporation laws of said state. 

(2) No-lieen~e-shel¼-be-i9:!tte0-by-~~e The cornrr.iS$ioner 

:<<.:3,}'. ___ •~?~ __ _____i_:"~~1H" a license t~ a comcar::.::_ ,_;:.':.!.l ::.:?e c,:ir:pa:-.:; :-:as 

p..i.i.d to the cvirnissioner $100 as an a;s.::ual :i.icen.se fee, or 
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the pro rata portion thereof necessary to be paid to the end 

of the current calendar year from the date of the 

application for stteh the license. 

(3) Ne-iieen9e-sha¼¼-be-isstted-by-the The commissioner 

may not issue a license TO A COMPANY until the compdny has 

satisfied him by sueh !..12 examination as-he-may-m8Re and s~e~ 

evidence as--fte the commissioner may require, in his 

discretion, that such the company has complied with the laws 

of the state of Montana and that its management is 

trustworthy and competent." 

Section 21. Section 61-12-304, MCA, is amended to read: 

•61-12-304. Deposits required. No--¼¼eefts---sha¼¼--be 

gran~ed The co111R1issioner may not grant a license to a 

e011pany es-her-ein-def¼ned-excep~-as-"~reiftaf~er-staeed until 

it has deposited with the s~aee-e~ea~ttrer commissioner the 

sum of $25.000 in cash or in lieu thereof a bond in a form 

prescribed by the commissioner payable to the state of 

Montana in the sum of $25,000, with surety approved by the 

commissioner, conditioned upon the faithful performance of 

its s~rvice cantra.cts and payment of any fines or penalties 

levied against it for failure to comply with this part; 

p~0Yided7-howev@r7--~ha~. However, when any company,--as 

ftere-¼ft--de£ifted7-9fta¼¼-p~o•e proves to the commissioner that 

it has been in continuous, active operation in the state =er 

a period of more than the preceding S years ±fflllled±ateiy-¼e~t 
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pas~ and has a paid membership of more than 5,000 members 

within the state or that there are more than 5,000 holders 

of its service contracts within the state and that it is 

being properly managed, is ~endering to its members the 

services promised to them, and is financially responsible, 

ne--etteh THE COMMISSIONER MAY NOT REQUIRE~ cash deposit or 

bond shei¼-be ¼s-ftee re~tt¼red while stteh th~ company remains 

in stteh that condition. The !eregeing cash deposit or bond 

is not reqttire~-ift-afty-instanee-as a penalty, but is for the 

protection of the public only. 11 

Section 22. section 61-12-305, MCA, is amended to read: 

"61-12-305. exp~rstion Continuance of license. every 

Subject to payment by January 1 of each year of the annual 

license fee required under 61-12-303, each license ±9stt@d 

herettnder-sha¼¼-expire-anntta±¼y-en-~enuery-%--oE--eaeh--year 

ttn¼ess--socner continues in force as long as the company is 

entitled to ~he license ~~der this 12.art or until the license 

l_! revokedL er suspendedL as--hereinafeer--previded 

otherwise terminated." 

NEW SECTION. Section 23. Policy provisions 

or 

conformity with state statutes. Each policy regulated by 

this part must contain a provision QLTHE EQUIVALENT THERETO 

as follows: 

Eontorm±ty--w±eh--state--stee~te~.--A--pre~~~ion-ot-~n±s 

poiiey--eh~e--o~--ies--efieeeive--date--con£¼±ets--w±th--the 
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s~attttes--er--the-state-tn-w"±en-tae-¼flsttred-res±des-oft-that 

~ate--±s--ftereby--ame"ded--te---eoftform---to---the---m±ft±mttm 

reqttirements--ef--tftose--statntes, "CONFORMITY WITH MONTANA 

STATUTES. THE PROVISIONS OF THIS POLICY CONFORM TO THE 

MINIMUM REQUIREMENTS OF MONTANA LAW AND CONTROL OVER ANY 

CONFLICTING STATUTES OF ANY STATE IN WHICH THE INSURED 

RESIDES ON OR AFTER THE EFFECTIVE DATE OF THIS POLICY." 

NEW SECTION. Section 24. casualty insurance policy 

conformity with state statutes. A casualty insurance policy 

relative to a risk resident, located, or to be perfo~med in 

this state must contain a provision OR THE E_Q_UIVALENT 

THERETO as follows: 

een!ermity--wi~h--state--stattttes~--A--provisieft-0£-tft±s 

pc¼iey--that--en--its--effeeti•e--date--eonf¼iets--with--the 

stattttes-of-the-sta~e-±n-whieh-the-insttred-rea¼des--en--that 

date---is---hereby---afflended---te--eonfe~~--to--the--~¼nimttm 

reqa¼reffleftt9-oE-those--statttte9":' '1 CONFORMITY WITH MONTANA 

STATUTES. THE PROVISIONS OF THIS POLICY CONFORM TO THE 

MINIMUM REQUIREMENTS OF MONTANA LAW AND CONTROL OVER ANY 

CONFLICTING STATUTES OF ANY STATE IN WHICH THE INSURED 

RESIDES ON OR AFTER THE EFFECTIVE DATE OF THIS POLICY." 

NEW SECTION. Section 25. Property insurance policy 

confo~mity with state statutes. A property insurance policy 

relati?e to a risk resident, located, or to be performed in 

this state must contain a. provision OR THE EQUIVALENT 
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THERETO as follows: 

eon£orm±~y-w½th-stat~--stattttes•--A--pre•isieft--ef--t"is 

pe¼¼ey--that--en--tts--effeetive--date--eonf¼±et~--w±th--the 

stat~tea--0£--the-atate-in-whieh-the-i"sttred-restdes-on-tha~ 

date--¼a--hereby--amended--to---eonie~ffl---to---t~e---mtnimttm 

re~tt¼reMenta--0£--these--atattttes~ 

STATUTES. THE PROVISIONS OF THIS 

"CONFORMITY WITH MONTANA 

POLICY CONFORM TO THE 

MINIMUM REQUIREMENTS OF MONTANA LAW AND CONTROL OVER ANY 

CONFLICTING STATUTES OF ANY STATE IN WHICH THE INSURED 

RESIDES ON OR AFTER THE EFFECTIVE DATE OF THIS POLICY." 

SECTION 26. SECTION 33-ll-102~CA, IS AMENDED TO READ: 

"33-17-102. Definitions. As used in this title, the 

following definitions apply: 

( 1) 11 A.djuster,. means a pe:-son who, on behalf of the 

lnsurec, for compensation as an independent contractor or as 

the employee of an independent contractor or for fee or 

commission investigates and negotiates settlement of claims 

arising under insurance contracts or otherwise acts on 

behalf of the insurer. The term does not include a: 

ta) licensed attorney who is qualified to practice law 

in thi5 state; 

(b) s~l~r~ed employee Of an ~nsur~r er of a managing 

ger.eral aqent; 0r 

{l') lice11sed insu:a~ce producer who adj-st~ ~r assis=s 

,n JdJu~tment ~r :0sses arising u~der policies ~ssued by the 
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insurer. 

(2) "Adjuster license" means a document issued by the 

commissioner that authorizes a person to act as an adjuster. 

{3) (a) "Administrator" means a person 

charges or premiums from residents of this 

connection with life, disability, property, 

insurance or annuities or who adjusts or settles 

such coverage. 

{b) The term does not mean: 

who collects 

state in 

or casualty 

claims on 

(i) an employer on behalf of its efflployees or on behalf 

of the employees o.f one or more subsidiaries of affiliated 

corporations of the employer: 

(ii) a union on behalf of its members; 

(iii) (A) a.n insurer that is either authorized in this 

state or acting as an insurer ~ith respect to a policy 

lawfully issued and delivered by it in and pursuant to the 

laws of a state in which the insurer is authorized to 

transact insurance: or 

(B) a health service corporation 

33-30-101; 

as defined in 

(iv) a life, disability, property, or casualty insurance 

producer who is licensed in this state and whose activities 

are limited exclusively to the sale of insurance; 

(v) a creditor on behalf of its debtors with respect to 

insurance covering a debt between the creditor and its 

-39- SB 16 

~ 

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 

SB 0016/03 

debtors; 

(vi) a trust established in conformity with 29 U.S.C. 

186 or the trustees, agents, and employees of the trust; 

fvii) a trust exempt from taxation under section SOl(a) 

of the Internal Revenue Code or the trustees and employees 

of the trust; 

(viii) a custodian acting pursuant to a custodian 

account that meets the requirements of section 40l{f} of the 

Internal Revenue Code or the agents and employees of the 

custodian; 

(ix) a bank, credit union, or other financial 

institution that is subject to supervision or examination by 

federal or state banking authorities; 

(x) a company that issues credit cards and that 

advances for and collects premiums or charges from its 

credit card holders who have authorized it to do so, if the 

company does not adjust or settle claims; or 

(xi) a person who adjusts or settles claims in the 

normal course of his practice or employme~t as an attorney 

and who does not collect charges or premiums in connection 

with life or disability insurance or annuities. 

{ 4) "Administrator license" means a document j s.:rned by 

the commissioner that authorizes a person to act as an 

administrator. 

(5} "Consultant" means a person who for a fee e.<°'"m,n~s, 
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appraises, reviews, or evaluates an insurance policy, 

annuity, or pension contract, plan, or program or who makes 

recommendations or gives advice on an insurance policy, 

annuity, or pension contract, plan, or program. 

(6) •consultant license" means a document issued by the 

commissioner that authorizes a person to act as an insurance 

consultant. 

(7) "Controlled business" means insurance procured or 

to be procured by or through a person upon the life, person, 

property, or risks of himself, his spouse, his employer, or 

his business. 

(8) "Individual" means a private or natural person, as 

distinguished 

association. 

from a partnership, 

{9) "Insurance producer", except 

33-17-l0J: 

{a} means: 

corporation, or 

as provided in 

( i) a person who solicits, negotiates, effects, 

procures, delivers, renews, continues, or binds: 

(A) policies of insurance for risks residing, located, 

or to be performed in this state; or 

{B) membership contracts as defined in 33-30-101~ 

(ii) a managing general agent. For purposes of this 

definition, a ''managing general agent'' is a person ~h~·, ~11 

behalf of an insurer, exercises general supervision over the 
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business of the insurer in this state or in any other state, 

including the authority to contract with an insurance 

producer for the insurer and terminate those contracts. 

(b) does not mean a customer service representative. 

For purposes of this definition, a "customer service 

representativeH means a 

producer who assists and is 

producer. 

(10} "License" means 

salaried employee of an insurance 

responsible to the insurance 

a document issued by the 

commissioner that authorizes a person to act as an insurance 

producer for the kinds of insurance specified in the 

document. The license itself does not create actual, 

apparent, or inherent authority in the holder to represent 

~~~~ir ~~ insurer to a bindino ~oreement. 

I 11) "Person 11 means an individual, partnership, 

corporation, association, or other legal entity. 

I 12) "Public adjuster" means an adjuster employed by and 

representing the interests of the insured.'' 

SECTION 27. SECTION 33-22-1511, MCA, IS AMENDED TO 

READ: 

"33-22-1511. Minimum benefits of association plan. The 

association th~augh the associaticn plan shall offer a 

policy that ?=2v~des at least the benefits of-a-q~e±±fied 

r+~M-~~ ~equ,r@d ~v 33-22-1521." 

SECTION 28_.__ SE.C':'ION 33-22-:512, _MCA, IS ~ENDED TO 
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READ: 

•JJ-22-1512. Association plan premiua. The association 

shall establish the schedule of premiums to be charged 

eligible persons for membership in the association plan. The 

schedule of premiums may not be less than 150% or more than 

400\ of the average oremium rates chareed bv the five 

¼argest insurers with the largest premium amount of 

individual ~tta¼~£±ed--p¼an plans of major medical insurance 

in force in this state. The premium rates of the five 

insurers used to establish the premium rates for each type 

of coverage offered by the association must be determined by 

the commissioner from information provided annually by all 

insurers at the request of the commissioner, ~~e-*nEermaeien 

re~ttes~e~--mtts~--ine¼nde--the--nwnber--ot-q~aiiEied-p¼ans-or 

ae~nar¼a¼-eqtt¼va¼en~-~¼ans--effered-~by--eaeh--insttrer7--~fte 

rates--eharged--by-the-in9nrer-Eor-eaeh-type-0£-pl:an-0£Eered 

by-~fte-insttrer 7 -and-any-o~her-in~ormaeien--t"e--eoll\ft\½ssioner 

eensider~-neeessary• The association shall utilize generally 

acceptable actuarial principles and structurally compatible 

rates." 

SECTION 29. SECTION 33-22-_1_514, MCA, IS AMENDED TO 

READ: 

"33-22-1514. Administration of association plan 

rules. t¼t--Any-member-0£-the-asseeiation-may-~tt~m¼e-to-e"e 

eommissiener--poi~eies--to--he--pro~osed--to--serve--as--the 
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assoeiation-p¼an.-~ne-eoftllll~ss¼ener-sfta¼¼-preseribe--by--r~ie 

ehe-eime-an~-manner-of-the-submission. 

t%t1..!.l Hpon--~he--eoBU11:ise±onerLs-a~~re•a¼-0£-the-poi±ey 

£orms-eft~-eontreet5-sttbmitted,-the-assee¼at±on-sha¼±--sel~et 

peiieies--anO--eontrae~e--by--a--memher--or--fflembe~s--oi-ehe 

sesoe¼at±en-to-be--the--assoe±at±on--p¼aft• The association 

shall select one lead carrier to issue the ~tta¼i~ied-p¼atte 

association plan. The board of directors of the association 

shall prepare appropriate specifications and bid forms and 

may solicit bids from licensed administrators and the 

members of the association for the purpose of selecting the 

l@ad carrier. The selection of the lead carrier must be 

based upon criteria established by the board of directors. 

t3till The lead carrier shall perform all 

administrative and claims payment functions required by this 

section upon the commissioner's approval of the policy forms 

and contracts submitted. The lead carrier shall provide 

these services for a period of at least 3 years, unless a 

request to terminate is approved by the association and the 

commissioner. The association and the commissioner shall 

approve or deny a request to terminate within 90 days of its 

receipt. A failure to make a final decision on a request to 

terminate within the specified period is considered an 

approval. The association shall invite submissions of policy 

forms from members of the association, including the lead 
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carrier, 6 months prior to the expiration of each 3-year 

period. The association shall follow the procedure provided 

in subsection trt ill in selecting a lead carrier for the 

subsequent 3-year period or, if a request to lerminat.e is 

approved, on or before the end of the 3-year period. 

t4till The lead carrier shall provide all eligible 

persons involved in the association plan an individual 

certificate setting forth a statement as to the insurance 

protection to which the person is entitled, the method and 

place of filing claims, and to whom benefits are payable. 

The certificate must indicate that coverage was obtained 

through the association. 

tStl!l The lead carrier shall submit to the association 

and the commissioner on a semiannual basis a report of the 

operation of the association plan. 'fhe association mus\.. 

determine the specific information to be contained in the 

report prior to the effective date of the association plan. 

t6tffi The lead carrier shall pay all claims pursuant 

to this part and shall indicate that the claim was paid by 

the association plan. Each claim payment must include 

information specifying the procedure involved in the event a 

dispute over the amount of payment arises. 

tT+ill The lead carrier must be reimbursed from the 

association plan premiums received for its 3.i::-ect. ...i'h1 

indirect expenses. Direct and indirect expenses ii1clud~ a 
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prorated reimbursement for the portion of the lead carrier's 

administrative, printing, claims administration, management, 

and building overhead expenses, which are assignable to the 

maintenance and administration of the association plan. The 

association must approve cost accounting methods to 

substantiate the lead carrier"s cost reports consistent with 

generally accepted accounting principles. Direct and 

indirect expenses may not include costs directly related to 

the original submission of policy forms prior to selection 

as the lead carrier. 

t8tffi The lead carrier is, when carrying out its 

duties under this part, an independent contractor for the 

association and is individually liable for its actions, 

subject to the laws of this state." 

SECTION :SO. SECTION 33-22-1515, MCA, IS AMENDED TO 

READ: 

w33-22-1s1s. Solicitation of eligible persons. (1) The 

association, 

commissioner, 

the residents 

pursuant to a plan approved by the 

shall disseminate appropriate information to 

of this state regarding the existence of che 

association plan and the means of enrollment. Means of 

communication may include i.J.Se of the press, radio, and 

television, dS well as publication in appropriate state 

.,ffi\~t!~ ~nd r.:b~1cac:cn~. 

l~) Th~ .1ssoc1ati~n sh~ll devise and implement means ~t 
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main~aining public awareness of this part and shall 

administer this part in a manner which facilitates public 

participation in the association plan. 

(3) All licensed disability insurance 

engage in the selling 

association ~¼ans plan. 

or marketing of 

The lead carrie~ 

producers may 

«;1ttet¼±£-i-ed the 

shall pay an 

insurance producer•s referral fee of $25 tc each licensed 

disability insurance producer who refers an applicant to the 

association plan, if the applicant is accepted. The referral 

fees must be paid to £Y the lead carrier from money received 

as premiums for the association plan. 

f4) An insurer, society, or health service corporation 

that rejects or applies underwriting restrictions to an 

applicant for disability insurance must notify the applicant 

of the existence of the association plan, requirements for 

being accepted in it, and the pr.ocedure for applying to it .. " 

§.ECTIQN 31. SECTION 33-22-1516, MC:A, IS AMENDED TO 

READ: 

"33-22-1516. Enroll~ent by eligible person. (1) The 

association plan must be open for enrollment by eligible 

persons. An eligible person may enroll in the plan by 

su~mission of a certificate of eligibility to the lead 

carrier. The certificate must provide: 

(a) the name, address, and age of the applicant and 

length of the applicant's residence in this state: 
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(b) the name, address, and age of spouse and children, 

if any, if they are to be insured; 

(c) written evidence that he fulfills all of the 

elements of an eligible person, as defined in 33-22-1501; 

and 

(d) a designation of coverage desired. 

(2) Within 30 days of receipt of the certificate, the 

lead carrier shall either reject the application for failing 

to comply with the requirements of subsection (l) or forward 

the eligible person a notice of acceptance and billing 

information. Insurance is effective on the first of the 

month following acceptance. 

(3J An eligible person may not purchase more than one 

policy from the association plan. 

(4) A person who obtains coverage pursuant to this 

section may not be covered for any preexisting condition 

during the first 12 months of coverage under the association 

plan if the person was diagnosed or treated for that 

condition during the 5 years imme.diately preceding the 

filing of an application. This subsection does not apply to 

a person who has had continuous coverage under an 

individual, family, or group policy during the year 

immediately preceding the filing of an application and whose 

cancellation date was within 30 days prior- to the ~qate __ ---2..f 

submission of a certificate of eligibility to the lead 
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carrier for nonelective procedures. 

~ (5) A change of residence from Montana to another state 

immediately terminates eligibility for renewal of coverage 

under the association plan." 

SECTION 32. SECTION 33-22-1521, MCA, IS AMENDED TO 

READ: 

•33-22-1521. e,,air£red Association plan minimum 

benefits. A plan of health coverage must be certified as a 

~tta¼¼~¼ed association plan if it otherwise meets the 

requirements of Title 33, chapters 15, 22 {excepting part 

7), and 30, and other laws of this state, whether or not the 

policy is issued in this state, and meets or exceeds the 

following minimum standards: 

\J.) The minimum oenefits tor an Lnsurea mus.:, .s ..... uJecL 

to the other provisions of this section, be equal to at 

least 801 of the covered expenses required by this section 

in excess of an annual deductible that does not exceed 

$1,000 per pecson. The coverage must include a limitation of 

$5,000 per person on the total annual out-of-pocket expenses 

for services covered under this section. Coverage must be 

subject to a maximum lifetime benefit, but such maximums may 

not be less than $100,000. 

(2) Covered expenses must be the usual and customary 

charges for the 

prescribed by a 

follo"'1ing 

physician 

services and article5 when 

or other licensed health care 
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professional provided for in 33-22-111: 

(a) hospital services; 

SB 0016/03 

(b) professional services for the diagnosis or 

treatment of injuries, illness, or conditions, other than 

dental; 

(c) use of radium or other radioactive materials; 

(d) oxygen; 

(e) anesthetics; 

(f) diagnostic x-rays and labocatory tests, except as 

specifically provided in subsection (3); 

(g} services of a physical therapist; 

(h} transportation provided by licensed ambulance 

service to the nearest facility qualified to treat the 

:::cr.dition; 

(i} oral surgery tor the gums and tissues of the mouth 

when not performed in connection with the extraction or 

repair of teeth or in connection with TMJ; 

(j) rental or purchase of medical equipment, ~hich 

shall be reimbursed after the deductible has been met at the 

rate of 70%, up to a maximum of $1,000; 

(k) prosthetics, other than dental; and 

(l) services of a licensed home health agency, up to a 

maximum of 180 visits per year. 

(3) {3) Cov~1-ed expenses for :ne services 

specifi~d in t~1~ ~ectlon do not include: 

-50-
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(i) drugs requiring a physician's prescription; 

(ii) services of a nursing home; 

{iii) home and office calls, except as specifically 

provided in subsection {2); 

(iv) rental or purchase of durable medical equipment, 

except as specifically provided in subsection (2): 

(v) the first $20 of diagnostic x-ray and laboratory 

charges in each 14-day period: 

(vi) oral surgery, except as specifically provided in 

subsection (2); 

(vii) that part of a charge for services or articles 

which exceeds the prevailing charge in the locality where 

the service is provided; or 

(viii) care that is primarily for custodial or 

domiciliary purposes which would not qualify as eligible 

services under medicare. 

(b) Covered expenses for the services or articles 

specified in this section do not include charges for: 

{i) care or for any injury or disease either arising 

out of an injury in the course of employment and subject to 

a workers• compensation or similar law, for which benefits 

are payable under another policy of disability insurance or 

medicare; 

(ii) treatment for cosmetic purposes other than surgery 

for the repair or treatment of an injury or congenital 
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bodily defect to restore normal bodily functions; 

{iii) travel other than transportation provided by a 

licensed ambulance service to the nearest facility qualified 

to treat the condition; 

(iv) confinement in a private room to the extent it is 

in excess of the institution's charge for its most common 

semiprivate room, unless the private room is prescribed as 

medically necessary by a physician, 

(v) services or articles the provision of which is not 

within ~he scope of authorized practice of the institution 

or individual rendering the services or articles; 

(vi) organ transplants, including bone marrow 

transplants; 

(vii) room and board for a nonemergency admission on 

Friday or Saturday: 

(viii) pregnancy, except complications of pregnancyi 

(ix) routine well baby care; 

(x) complications to a newborn, unless no other source 

of coverage is available; 

(xi) sterilization or reversal of sterilization; 

(xii) abortion, unless the life of the mother ~ould be 

endangered if the fetus were carried to term; 

(xiii) weight modification or modification of the body 

to improve the mental or emotional well-being of an insured; 

(xiv) artificial insemination or treatment for 

-52- SB 16 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16_ 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0016/03 

infertility: or 

{xv) breast augmentation or reduction." 

SECTION 33. SECTION 33-1-704, MCA, IS AMENDED TO READ: 

•33-1-704. Hearing procedure. (1) All hearings shall be 

open to the public unless closed pursuant to the provisions 

of 2-3-203. 

(2) The commissioner shall allow any party to the 

hearing to appear in person and by counsel, to be present 

during the giving of all evidence, to have a reasonable 

opportunity to inspect all documentary evidence and to 

examine witnesses, to present evidence in support of his 

interest, and to have subpoenas issued by the commissioner 

to compel attendance of witnesses and production of evidence 

in his behalf. 

t3) The commissioner shall permit to become a party to 

the hearing by intervention, if timely, any person who was 

not an original party thereto and whose pecuniary interests 

will be directly and immediately affected by the 

commissioner's order made upon the hearing. 

(4) Except as provided in 33-31-404, rules of pleading 

er-ewidence need not be observed at any hearing, but the 

rules of evidence must be observed. 

{5) Upon written request seasonably made by a party to 

the ::earing and at that person's expen:.;e, c::e c0.-r~-nissi,~:1e::~,· 

shall cause a full stenographic record of the pr=ceedinq~ L~ 
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be made by a competent reporter. If transcribed, a copy of 

such stenographic record shall be furnished to the 

commissioner without cost to the commissioner or the state 

and shall be a part of the~ommissioner's record of the 

hearing. If so transcribed, a copy of such stenographic 

record shall be furnished to any other party to such hearing 

at the request and expense of such other party. If no 

stenographic record is made or transcribed. the commissioner 

shall prepare an adequate record of the evidence and of the 

proceedings." 

SECTION 34. SECTION 33-22-229, MCA, IS AMENDED TO READ: 

•3]-22-229. Conformity with state statutes. There must 

be a provision or the equivalent thereto as follows: 

1'Conformity with St-e~e-St-e:tttte~ Montana statutes: Any 

pre•±~±on--of--~his-po¼tey-wh±eh-on-±ts-eeteetive-dete-is-±n 

eont¼tee-wtt~-the-~tsetttes-0£-efte-stete-in-wh±eh-the-i"s~red 

reside~-en-stteh-dete-i~-here&y-eme~ded--eo--eon£orm--te--the 

mt~ifflttffl--reqtt~rements--0£--stteh--stat~~es~ The provisions of 

this policy conform to the minimum requirements of Montana 

law dnd control over any conflicting statutes of any state 

in which the insureC resides on or after the effective date 

o[ this pol i~"" 

NEW SECTION. SECTION 35. REPEALER. SECTION 33-22-1522, 

~CA.!___;__§__~ E_!'F.?·.L.£~'). 

NEW SECT IO~◄. Section 36. Name change short form 
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1 aaendiaent. Wherever it appears in 33-7-519, 33-17-206, 

2 33-18-210, and 33-18-501 or in insurance laws enacted by the 

3 52nd legislature, the code commissioner is directed to 

4 change the term "solicitor 0 to "insurance producer". 

5 NEW SECTION. Section 37. Codification instruction. ( 1 l 

6 [Section ~-4 ~l is intended to be codified as an integral 

7 part of Title 33, chapter 20, parts 1 and 12, and the 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

provisions of Title 33, chapter 20, parts land 12, apply to 

[section i4 23). 

(2) {Section i5 24] is intended to be codified as an 

integral part of Title 33, chapter 23, part 1, and the 

provisions of Title 33, chapter 23, part l, apply to 

[ section i5 24 I. 

(3) (Section i6 25) is intenCed to be codified as an 

integral part of Title 33, chapter 24, 

provisions ot Title 33, chapter 24, 

(section i6 25). 

-End-
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Free Conference Committee 
on Senate Bill Mo. 16 

Report No. 1, April 23, 1991 

Hr. President and Mr. Speaker, 

Page l of 2 

We, your Free Conference Committee on Senate Bill No. 16, met, 
considered and recommend that Senate Bill No. 16 (reference 
copy - salmon} be amended as follows, 

l. Title, line 11. 
Strike, "33-7-406," 

2. Page 9, line 2. 
Strike, '"10.00'" 
Insert, ·1s.00· 

3. Page 11, lines 14 through 24. 
Strike, section 1 in its entirety 
Renumber: subsequent sections 

4. Page 55, line 6. 
Strike, "23" 
Insert: "22" 

5. Page 55, line 9. 
Strike1 "23" 
Insert., ·22· 

6. Page 55, line 10. 
Strike, "24" 
Insert: "23" 

1. Page 55, line 13. 
Strike, "24" 
Insert: "23" 

8. PaqP. 55, linP. 14. 
Strike1 "2 5" 
Insert: ·24• 

9. Page 55, line l1. 
Strike 1 .. 25" 
Insert: "24" 

ADOPT 

REJECT 8-111s1cc . .sj1 

April 23, 1991 
Page 2 of 2 

And that this Free Conference Committee report be adopted. 

For the Senate: 

/f{e;t~. 
'chair, Sen. r..e1111icuy 

uski 

Gage 

~ 
<// 

~ ___ //"..:,>' 
(n,nd 

:- _,<-::, Y'>. </ ,6 :-7 
0PC, o{ g;~~.~ ~ 

For the House, 

;:cc((~' 
'>I$ It 

871151CC.Sji 
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G 
AN ACT TO GENERALLY REVISE THE LAWS RELATING TO THE REGULATION OF 

INSURERS AND MOTOR CLUB SERVICE COMPANIES; DIRECTING THE CODE 

COMMISSIONER TO CHANGE ANY REFERENCE TO THE TERM "SOLICITOR" TO 

"INSURANCE PRODUCER" WHEREVER IT APPEARS IN THE MONTANA CODE 

ANNOTATED; AMENDING SECTIONS 

33-2-708, 33-2-709, 33-3-401, 

33-1-704, 

33-3-431, 

33-1-711, . 33-2-705, 

33-17-102, 33-17-208, 

33-17-603, 33-20-303, 33-20-305, 33-22-229, 33-22-502, 33-22-921, 

33-22-923, 

33-22-1512, 

33-22-924, 

33-22-1513, 

33-22-1501, 

33-22-1514, 

33-22-1504, 33-22-1511, 

33-22-1515, 33-22-1516, 

33-22-1521, 33-23-302, 61-12-303, 61-12-304, AND 61-12-305, MCA; 

AND REPEALING SECTION 33-22-1522, MCA. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section l. Section 33-1-711, MCA, is amended to read: 

"33-1-711. Appeals from the commissioner. (1) An appeal from 

the commissioner may be taken only from an order on hearing or 

with respect to a matter as to which the commissioner has refused 

a hearing. Any person who was a party to the hearing or whose 

pecuniary interests are directly and immediately affected by any 

order or refusal and who is aggrieved by an order or refusal may, 

within 30 days after the order has been mailed or delivered to the 

persons entitled to receive the same, the commissioner's order 

denying rehearing or reargument has been so mailed or delivered, 

or the commissioner's refusal to grant a hearing, appeal from the 

order on hearing or the refusal of a hearing. Any request for a 

~.,..,.,.,,..c~" 
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stay of the commissioner's order must be made within 60 days, to 

run concurrently with the 30 days for appeal. The appeal must be 

taken to the district court of Lewis and Clark County by filing 

written notice of appeal in the court and by filing a copy of the 

notice with the commissioner, except that in appeal_s from the 

suspension or revocation of the certificate of authority of a 

domestic insurer or of the license of an insurance producer or 

surplus lines insurance producer, the person taking the appeal may 

at his option, in lieu of the district court of Lewis and Clark 

County, take the appeal to the district court of the county of 

Montana in which the insurer has its principal place of business 

or the licensee resides. 

(2) Upon filing of the notice of appeal, the court has full 

jurisdiction and shall determine whether the filing operates as a 

stay of the order or action appealed from. 

(3) Within 20 days after filing of the copy of the notice of 

appeal in his office, the commissioner shall make and return to 

the court in which the appeal is pending a copy of his order 

appealed from and a full and complete transcript, duly certified 

by the commissioner, of his record of the hearing upon which the 

order was issued, together with all exhibits and documentary 

evidence introduced at the hearing. If the appeal is from an 

action of the commissioner with respect ~c which a hearing was 

:-efused. the commissioner sh.;112., ·,...i:::-:.:..:-: the 20-day period, make 

and return to the court a full and ccmplete transcript, duly 

-2- SB 16 
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certified by him, of all documents on file in his office directly 

relating to the matter as to which the appeal is taken. 

(4) Upon receipt of the transcripts and evidence, the court 

shall hear the matter de--~e•e as soon as reasonably possible 

thereafter. Upon the hearing of the appeal, the co~rt shall 

consider the evidence contained in the transcript, exhibits, and 

documents filed by the commissioner, together with additional 

proper evidence as may be offered by any party to the appeal. 

(5) After hearing the appeal, the court may affirm, modify, 

or reverse the order or action of the commissioner, in whole or in 

part, or remand the action to the commissioner for further 

proceedings in accordance with the court's direction. 

(6) Costs must be awarded as in civil actions. 

{7) Appeal may be taken to the supreme court from the 

judgment of the district court as in other civil cases to which 

the state is a party. A stay of the effectiveness of any judgment 

may be made only by order of the supreme court upon the giving of 

security as that court considers proper. 

(8) This section does not apply to appeals as to matters 

covered by chapter 16." 

Section 2. Section 33-2-705, MCA, is amended to read: 

•3J-2-705. Report on premiwas and other consideration -- tax. 

(l) Each authorized insurer and each for~erly authorized insurer 

~1t~ respect to premiums so received ~ni:e an authorized insurer 

~~ :h:s stace shall file with the commissic~er, on or before March 
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leach year, a report in form as prescribed by the commissioner 

showing total direct premium income, including policy, membership, 

and other fees, premiums paid by application of dividends, 

refunds, savings, savings coupons, and similar returns or credits 

to payment of premiums for new or additional or ex~ended or 

renewed insurance, charges for payment of premium in installments, 

and all other consideration for insurance from all kinds and 

classes of 

otherwise, 

insurance, whether designated as a premium or 

received by ¼ta life insurer or written by an insurer 

other than a life insurer during the preceding calendar year on 

account of policies covering property, subjects, or risks located, 

resident, or to be performed in Montana, with proper proportionate 

allocation of premium as to such property, subjects, or risks in 

Montana insured under policies or contracts covering property, 

subjects, or risks located or resident in more than one state, 

after deducting from such total direct premium income applicable 

cancellations, returned premiums, the unabsorbed portion of any 

deposit premium, the amount of reduction in or refund of premiums 

allowed to industrial life policyholders far payment of premiums 

direct to an office of the insurer, all policy dividends, refunds, 

savings, savings coupons, and other similar returns paid or 

credited to policyholders with respect to such policies. As to 

title insurance, "premium" includes the total charge for such 

~n£ura~ce. ~o deduction shall be made of the cash surrender values 

of policies. Considerations received on annuity contracts shall 
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not be included in total direct premium income and shall not be 

subject to tax. 

(2) Coincident with the filing of the tax report referred to 

in subsection (1) above, each such insurer shall pay to the 

commissioner a tax upon such net premiums computed at tbe rate of 

2 3/4%. 

( 3) 

account 

That portion of the tax paid hereunder by an insurer 

of premiums received for fire insurance shall 

on 

be 

separately specified in the report as required by the 

commissioner, for apportionment as provided by law. Where 

insurance against fire is included with insurance of property 

against other perils at an undivided premium, the insurer shall 

make such reasonable allocation from such entire premium to the 

fire portion of the coverage as shall be stated in such report and 

as may be approved or accepted by the commissioner. 

(4) With respect to authorized insurers the premium tax 

provided by this section shall be payment in full and in lieu of 

all other dema~ds for any and all state, county, city, district, 

municipal, and school taxes, licenses, fees, and excises of 

whatever kind or character, excepting only those prescribed by 

this code, taxes on real and tangible personal property :ocated in 

this state, and taxes payable under 50-3-109. 

(5} The commissioner may suspend or revoke the certificate of 

au:hority oE any insurer which fails t~ ~ay its taxes as required 

under this section. 
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(6) In addition to the penalty provided for in subsection 

(5), the commissioner may impose upon an insurer who fails to pay 

the tax required under this section a fine of $100 a day for each 

day the tax remains unpaid past the due date or 1% of the amount 

owed in tax, whichever is greater. 

(7) The commissioner may by rule provide a quarterly schedule 

for payment of portions of the premium tax under this section 

during the year in which such tax liability is accrued.• 

Section 3. Section 33-2-708, MCA, is amended to read: 

•33-2-708. Fees and licenses. {l) Except as provided in 

33-17-212(2), the commissioner shall collect in advance and the 

persons served shall pay to the commissioner the following fees: 

(a) certificates of authority: 

(i) for filing applications for original certificates of 

authority, articles of incorporation (except original articles of 

incorporation of domestic insurers as provided in subsection 

(l}(b)) and other charter documents, bylaws, financial statement, 

examination report, power of attorney to the commissioner, and all 

other documents and filings required in connection with the 

application and for issuance of an original certificate of 

authority, if issued: 

(A) domestic insurers .....•.......••••.•........... $ 600.00 

(BJ foreign .insurers . . . . . . • . . . . . . . • . . . . . . . • . . . . . . . . . 600. 00 

(ii) annual continuation of certificate of authori:y . 

(iii) reinstatement of certificate of authority ..... . 

-6-
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(iv) amendment of certificate of authority •.......... 

(b) articles of incorporation: 

SB 0016 

50.00 

(i} filing original articles of incorporation of a domestic 

insurer, exclusive of fees required to be paid by the corporation 

to the secretary of state ······························:· 20.00 

(ii) filing amendment of articles of incorporation, domestic 

and foreign insurers, exclusive of fees required to be paid to the 

secretary of state by a domestic corporation............. 25.00 

(c) filing bylaws or amendment to bylaws where required 

10.00 

(d) filing annual statement of insurer, other than as part of 

application for original certificate of authority........ 25.00 

(e) insurance producer's license: 

(i) application for original license, including issuance of 

license, if issued •.•..•••..•••..•.•.•..•.••.••.......•.. 

(ii) appointment of insurance producer, each insurer . 

(iii) temporary 1 icense .••....•••..••••.••.•.......•• 

15.00 

10.00 

15.00 

(iv) amendment of license (excluding additions to license) or 

reissuance of master license • . . . . . . . . • • . • . • . • • • • • . • • • • • • • 15. 00 

(f) nonresident insurance producer's license: 

(i) application for original license, including issuance of 

license, if issued •.••••......•••.••••••.....••••••••.••. 100.00 

(ii) appointment of insurance producer, each insurer . 10.00 

(iii) annual renewal of license . . . . . . . .. . ........ .... 10.00 

(iv) amendment of license (excluding additions to license) or 
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reissuance of master license ···········••···••••·•• Hh-88 15.00 

(g) examination, if administered by the commissioner, for 

license as insurance producer, each examination •••••••.•. 

(h) surplus lines insurance producer license: 

15.00 

(i) application for original license and for issuance of 

license, if issued ••••....•.••...••......•.•.•••••••••••• 

(ii) annual renewal of license 

(i) adjuster's license: 

50.00 

50.00 

(i) application for original license and for issuance of 

license, if issued ........................................ . 

(ii) annual renewal of license 

(j) insurance vending machine license, each machine, 

year •••.•...•.•.•••••••••••••...•••••••.•••••••••........ 

15.00 

15.00 

each 

10.00 

(k) commissioner's certificate under seal (except when on 

certificates of authority or licenses) .•...•.....•..••••• 10.00 

(1) copies of documents on file in the commissioner's office, 

per page •...••••....•.........•...........••••••.•••••••• .50 

(m) policy forms: 

( i) filing each policy form •.•....•••..••••••••••••• 25.00 

(ii) filing each application, rider, endorsement, amendment, 

insert page, schedule of rates, and clarification of risks 

10.00 

(iii) maximum charge if policy and all forms submitted at one 

time or resubmitted for approval within 180 days ......... 100.00 

(n) applications for approval of prelicensing education 
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courses: 

(i) reviewing initial application ••••••••••••.•••..• 150.00 

(ii) periodic review •••.....•••••••••.•••••....•...•• 50.00 

(2) The commissioner shall promptly deposit with the state 

treasurer to the credit of the general fund of this.state all 

fines and penalties, those amounts received pursuant to 33-2-311, 

JJ-2-705, and 33-2-706, and any fees and examination 

miscellaneous charges that are collected by him pursuant to 

33 and the rules adopted under Title JJ. 

and 

Title 

(3) All fees are considered fully earned when received. In 

the event of overpayment, only those amounts in excess of $10 will 

be refunded." 

Section 4. Section 33-2-709, MCA, is amended to read: 

•33-2-709. Retaliatory fees, taxes, and other obligations. 

(1) When by or pursuant to the laws of any other state or foreign 

country any taxes, licenses, and other fees, in the aggregate, and 

any fines, penalties, deposit requirements, oc other material 

obligations, prohibitions, or restrictions are or would be imposed 

upon Montana insurers or upon the 

representatives of such insurers which 

insurance producers or 

are in excess of such 

taxes, licenses, and other fees, in the aggregate, or which are in 

excess of the fines, penalties, deposit requirements, or other 

obligations, prohibitions, or restrictions directly imposed upon 

3irnilar insurers or upon the insurance producers o~ 

representatives of such insurers of such other state or country 
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under the statutes of this state, so long as such laws of such 

other state or country continue in force or are so applied, the 

same taxes, licenses, and other fees, in the aggregate, or fines, 

penalties, or deposit requirements or other material obligations, 

prohibitions, or restrictions of whatever kind shall be ~mposed by 

the commissioner upon the insurers or upon the insurance producers 

or representatives of such insurers of such other state or country 

doing business or seeking to do business in Montana. Any tax, 

license, or other fee or other obligation imposed by any city, 

county, or other political subdivision or agency of such othe~ 

state or country on Montana insurers or their insurance producers 

or representatives shall be deemed to be imposed by such state or 

country within the meaning of this section. 

12) This section shall not apply as to any fees in 

conjunction with the licensing of insurance producers, personal 

income taxes, ad valorem taxes on real or personal property, or 

special purpose obligations or assessments imposed by another 

state or by an agency of this state other than the department in 

connection 

insurance, 

with particular kinds of insurance other than property 

except that deductions from premium taxes or other 

taxes otherwise payable allowed on account of real estate O[ 

personal p[operty taxes paid shall be taken into consideration by 

the commissioner in determining the propriety and extent of 

retaliatory action under this section. 

I J J (a) For the purposes of this section the domicile of an 
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alien insurer, other than insurers formed under the laws of 

Canada, shall be that state designated by the insurer in writing 

filed with the commissioner at time of admission to this state or 

within 6 months after January l, 1961, whichever date is the 

later, and may be any one of the following states: 

(i) that in which the insurer was first authorized to 

transact insurance; 

(ii) that in which is located the insurer's principal place of 

business in the United States; 

{iii} that in which is held the larger deposit of trusteed 

assets of the insurer fvr the protection of its policyholders and 

creditors in the United States. 

(b) If the insurer makes no such designation, its domicile 

shall be deemed to be that state in which is located its principal 

place of business in the United States." 

Sections. Section 33-3-401, MCA, is amended to read: 

•33-J-401. Home office and records -- penalty for unlawful 

removal of records or assets. (1) Every domestic insurer shall 

have and maintain its principal place of business and home office 

in this state and shall keep therein complete records of its 

assets, transactions, and affairs in accordance with such methods 

and systems as are customary or suitable as to the kind or kinds 

of insurance transacted. Records of the insurer's operations and 

other fina~cial rec~rds reasonably related to 1:5 insura~ce 

operations for the ~receding- 5 years must be maintained and be 
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available to the commissioner or his duly constituted examiner. 

( 2) Every domestic insurer• shall have and maintain its assets 

in this state, except as to: 

(a) real property and personal property appurtenant thereto 

lawfully owned by the insurer and located outside this s~ate; and 

lb) such property of the insurer as may be customary, 

necessary, and convenient to enable and facilitate the operation 

of its branch offices and regional home offices located outside 

this state as referred to in subsection (4) below. 

(3) Removal of all or a material part of the records or 

assets of a domestic insurer from this state except pursuant to a 

plan of merger or consolidation approved by the commissioner under 

this code or for such reasonable purposes and periods of time as 

may be approved by the commissioner in writing in advance of such 

removal or concealment of such records or assets or material part 

thereof from the commissioner is prohibited. Any person who 

removes or attempts to remove such records or assets or such 

material part thereof from the home office or other place of 

business or of safekeeping of the insurer in this state with the 

intent to remove the same from this state or who conceals or 

attempts to conceal the same from the commissioner, in violation 

of this subsection, shall upon conviction thereof be guilty of a 

felony punishable by a fine of not more than $10,000 or by 

imprisonment in the penitentiary for not more than 5 years or ~y 

both such fine and imprisonment in the discretion of the cour:. 
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Upon any removal or attempted removal of such records or assets or 

upon retention of such records or assets or material part thereof 

outside this state beyond the period therefor specified in the 

commissioner's consent under which the records were so removed 

thereat or upon concealment of or attempt to conceal :ecords or 

assets in violation of this section, the commissioner may 

institute delinquency proceedings against the insurer pursuant to 

the provisions of chapter 2, part 13. 

(4) This section shall not be deemed to prohibit or prevent 

an insurer from: 

(a) establishing and maintaining branch offices or regional 

home offices in other states where necessary or convenient to the 

transaction of its business and keeping therein the detailed 

records and assets customary and necessary for the servicing of 

its insurance in force and affairs in the territory served by such 

an office, as long as such records and assets are made readily 

available at such office for examination by the commissioner at 

his request; 

(b) having, depositing, or transmitting funds and assets of 

the insurer in or to jurisdictions outside of this state as 

reasonably and customarily required in the regular course of its 

business; 

(c) making deposits under custodial arrangements as provided 

by 33-2-604(3)." 

Section 6. Section 33-3-431, MCA, is amended to read: 
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•JJ-3-431. Borrowed surplus. (1) A domestic stock or mutual 

insurer may borrow money to defray the expenses of its 

organization, provide it with surplus funds, or for any purpose of 

its business, upon a written agreement that such money is required 

to be repaid only out of the insurer's surplus in excess of that 

stipulated in such agreement. The agreement may provide for 

interest no~-exceedtng-61-per-ann~m at a rate no greater than the 

rate established in 25-9-205, which interest shall or shall not 

constitute a liability of the insurer as to its funds other than 

such excess of surplus, as stipulated in the agreement. No 

commission or promotion expense shall be paid in connection with 

any such loan. 

(2) Money so borrowed, together with the interest thereon if 

so stipulated in the agreement, shall not form a part of the 

insurer's legal liabilities except as to its surplus in excess of 

the amount thereof stipulated in the agreement or be the basis of 

any setoff; but until repaid, financial statements filed or 

published by the insurer shall show as a footnote thereto the 

amount thereof then unpaid together with any interest thereon 

accrued but unpaid. 

(3) Any such loan to a mutual insurer shall be subject to the 

commissioner"s approval. The insurer shall, in advance of the 

loan, file with the commissioner a statement of the purpose of the 

loan and a ccpy of the proposed loan agreement. The loan and 

agreement shall be deemed approved unless within 15 days after 
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date of such filing the insurer is notified of the commissioner's 

disapproval and the reasons therefor. The commissioner shall 

disapprove any proposed loan or agreement if he finds the loan is 

unnecessary or excessive for the purpose intended or that ~he 

terms of the loan agreement are not fair and equitabl~ to the 

parties, and to other similar lenders, if any, to the insurer, or 

that the information so filed by the insurer is inadequate. 

(4) Any such loan to a mutual insurer or substantial portion 

thereof shall be repaid by the insurer when no longer reasonably 

necessary for the purpose originally intended. No repayment of 

such loan shall be made by a mutual insurer unless in advance 

approved by the commissioner. 

(5) This section shall not apply to loans obtained by the 

insurer in ordinary course of business from banks and other 

financial institutions or to loans secured by pledge or mortgage 

of assets." 

Section 7. Section 33-17-208, MCA, is amended to read: 

•33-17-208. Prelicensing education -- basic requirement. 

(l) (a) A person applying for a license to act as an insurance 

producer for property, casualty, and surety insurance shall 

complete 40 hours of approved prelicensing education courses in 

those areas of insurance within 12 months prior to the 

examination, unless he is exempted from the requirement under 

3ubsection (3). 

(b) A person applying for a license to act as an insurance 

-15- SB l6 

SB OOlp 

producer for life and disability insurance or as an enrollment 

representative for a health service corporation shall complete 40 

hours of approved prelicensing education courses in those areas of 

insurance within 12 months prior to the examination, unless he is 

exempted from the requirement under subsection (3). 

{2) A person applying for licenses to act as an insurance 

producer for both the property, casualty, and surety areas and the 

life and or disability areas must meet the education requirements 

in all the areas of insurance. 

(3) The minimum prelicensing education requirement does not 

apply to a person who: 

(a) has been licensed within the 12 preceding months as an 

insurance producer in another state that requires prelicensing 

education and has completed the education in the other state; 

(b) seeks a nonresident license, having been licensed as an 

insurance provider in his state of residence for at least 1 year; 

(c} seeks a nonresident license and is from a state having a 

prelicensing education requirement: 

td) seeks to reinstate a license lapsed for less than 2 

years, 

(e) 

(f) 

seeks a temporary license under 33-17-216; or 

is exempt from examination requirements 

33-l 7-212t5t 11.l.·" 

under 

Section B, Section 33-17-603, MCA, is amended to read: 

•3]-17-603. Certific~te of registration. (1) Except as 
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provided in 33-17-604, a person may not act as or hold himself out 

to be an administrator in this state unless he holds a certificate 

of registration as an administrator. 

(2) An application for a certificate of registration must be 

accompanied by a fee of $100. The commissioner shall issue the 

certificate unless he finds that the applicant is not competent, 

trustworthy, financially responsible, or of good personal and 

business reputation or that the applicant has had a previous 

application for a license denied for cause within 5 years. 

(3) The certificate of registration is renewable annually on 

the--da~e--0£--~sstte July 1. A request for renewal must be 

accompanied by a renewal fee of $100. 

(4) The certificate of registration may be suspended or 

revoked if, after notice and hearing, the commissioner finds that 

the administrator has violated any of the requirements of this 

part or that the administrator is not competent, trustworthy, 

financially responsible, or of good personal 

reputation. 

and business 

{S) Unless the certification requirement is waived, a person 

who acts as an administrator without a certificate of registration 

is subject to a fine of not less than $500 or more than $1,500." 

Section 9. Section 33-20-303, MCA, is amended to read: 

"33-20-303. Incontestability. If any statements othe~ than 

those relating ta age,--~ex, and identity are required as a 

condition tO issuing an annuity or pu~e endowment contract, other-
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than a reversionary, survivorship, or group annuity, and subject 

to 33-20-305, there shall be a provision that the contract shall 

be incontestable after it has been in force during the lifetime of 

the person or of each of the persons as to whom such statements 

are ~equired, for a period of 2 years from its date ?f issue, 

except for nonpayment of stipulated payments to the insurer; and 

at the option of the insurer such contract may also except any 

provisions relative to benefits in the event of disability and any 

provisions which grant insurance specifically against death by 

accident or accidental means." 

Section 10. Section 33-20-305, MCA, is amended to read: 

•33-20-305. Misstatement of age o~-sex. In an annuity or pure 

endowment contract, other than a reversionary, survivorship, or 

group annuity, there shall be a provision that if the age or-sex 

of the person or persons upon whose life or lives the contract is 

made, or of any of them, has been misstated, the amount payable or 

benefits accruing under the contract shall be such as the 

stipulated payment or payments to the insurer would have purchased 

according to the correct age e~-~~x and that if the insurer shall 

make or has made any overpayment or overpayments on account of any 

such misstatement, the amount thereof, with interest at the rate 

to be specified in the contract but not exceeding 6% per annum, 

may be charged against the current or next succeeding payment or 

?ayments C8 be made by the i~surer u~de~ =ne = □ ntract.'' 

Section 11. Section 33-22-502, ~CA, is amended to read: 
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•33-22-502~ Required provisions of group policies. Each ~ae~ 

group disability insurance policy sha±i delivered or issued for 

delivery in this state must contain in substance the following 

provisions: 

(1) a provision that, in the absence of fraud, all statements 

made by applicants or the policyholder or by an insured person 

shall be deemed representations and not warranties and that no 

statement made for the purpose of effecting insurance shall avoid 

such insurance or reduce benefits unless contained in a written 

instrument signed by the policyholder or the insured person, a 

copy of which has been furnished to such policyholder or to such 

person or his beneficiary; 

(2) a provision that 

policyholder for delivery 

insured group a statement 

the 

::o 

in 

insurer will 

each employee 

summary form 

furnish to the 

or member of the 

of the essential 

features of the insurance coverage of such employee or member and 

to whom benefits thereunder are payable. If dependents are 

included in the coverage, only one certificate need be issued for 

each family unit. 

(3) a provision that to the group originally insured may be 

added from time to time eligible new employees or members or 

dependents, as the case may be, in accordance with the terms of 

the policy. 

\~) a 2rovi~iQn or the equivalent the~e=~ :hat reads: 

"Conformitt with Montana statutes. The provis1ons ~f t~:s 
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policy conform to the minimum requirements of Montana law and 

control over any conflicting statutes of any state in which the 

insured resides on or after the effective date of this policy."" 

Section 12. Section 33-22-921, MCA, is amended to read: 

•33-22-921. Discontinuance or nonrenewal -- alter~te policy 

or certificate -- same insurer. (l) If a disability insurer 

discontinues or does not renew a medicare supplement policy 

product or certificate and offers an alternate medicare supplement 

policy or certificate to its insureds within this state, it may 

not deny benefits under the replacing policy or certificate to an 

insured who receives treatment far a condition that was a covered 

expense under the replaced policy or certificate and is a covered 

expense under the replacing policy or certificate if the insured 

enrolls in and pays the premium for the replacing policy£!!_ 

certificate within 31 days after the termination of the replaced 

policy or certificate. 

(2) A disability insurer who discontinues or does not renew a 

medicare supplement policy product or certificate and offers an 

alternate medicare supplement policy or certificate shall base its 

premium for the alternate policy or certificate on the rates 

currently in place for that policy or certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the r@placed medicare supplement policy 

or certificate, any period of time that was covered by that policy 

or certificate must be- credited toward the preexisting condition 
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limitation period of the replacing policy or certificate. 11 

Section 13. Section 33-22-923, MCA, is amended to read: 

"33-22-923. Replacement policy or certificate -- different 

insurer. (1) If a disability insurer replaces a medicare 

supplement policy or certificate, it may not deny benefits under 

the replacing policy or certificate to an insured who receives 

treatment for a condition that was a covered expense under the 

replaced policy or certificate and is a covered expense under the 

replacing policy or certificate if the insured pays the premium 

for the replacing policy or certificate when due or within 31 days 

after the termination of the replaced policy or certificate. 

(2) An insurer who replaces a medicare supplement policy or 

certificate shall base its premium for the replacement policy or 

certificate on the rates currently in place for that policy or 

certificate. 

(3) If the insured has not satisfied the preexisting 

condition limitation under the replaced medicare supplement policy 

or certificate, any period of time that was covered by that policy 

or certificate must be credited toward the preexisting condition 

limitation period of the replacing policy or certificate. 

(4) To receive the benefits of subsections (1) through (3), a 

person shall submit to the replacing insurer proof of prior 

coverage, evidence of benefits provided under the previous policy 

Jr certificate, and the effective date and the date Qf termination 

of coverage under the previous policy or certificate." 
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Section 14. Section 33-22-924, MCA, is amended to read: 

•]3-22-924. Renewal requirement~ (1) If a person pays a 

renewal premium on the date it is due or within 31 days after it 

is due, an insurer may not refuse to renew a medicare supplement 

policy or cer~ificate unless the insurer: 

{a) refuses to renew all policies or certificates in this 

state that are of the same form and issued to persons of the same 

class; and 

(b) offers a replacement policy or certificate at actuarially 

justified rates. 

(2} If an insurer refuses to renew all policies or 

certificates in this state that are of the same form and issued to 

persons of the same class, the policies or certificates will 

remain in force during the grace period stated in the replaced 

policy or certificate. An insurer's refusal to renew a policy£!. 

certificate may not affect a claim that arose under the rep%~ced 

discontinued policy or certificate during the period in which an 

insured was confined without interruption to a medical care 

facility for treatment." 

Section 15. Section 33-22-1501, MCA, is amended to read: 

•]3-22-1501. Definitions. As used in this part, the following 

definitions apply: 

{l) ~Associatian 11 

c~edted by JJ-:1-1503. 

means the comprehensive health association 

{ 2) "Association plan" means a policy of insurance coverage 
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offered by the association ~ftrottgh--the--¼ead--earr¼er that is 

certified by the association as required by 33-22-1521. 

( 3) "Association plan premium" means the charge determined 

pursuant to 33-22-1512 for membership in the association plan 

based on the benefits provided in 33-22-1521. 

"Eligible person" means an individual who: ( 4} 

(a} is a resident of this state and applies for coverage 

under the association plan; and 

(b) unless the individual's eligibility is waived by the 

association, within 6 months prior to the date of application, has 

been rejected for disability insurance or health service benefits 

by at least two insurers, societies, or health service 

corporations, or has had a restrictive rider or preexisting 

conditions limitation, which limitation is required by at least 

two insurers, societies, or health service corporations, which has 

the effect of substantially reducing coverage from 

by a person considered a standard risk. 

{ 5) "Health service corporation.. means 

operating pursuant to Title 33, chapter 30, and 

selling contracts of disability insurance. 

that received 

a corporation 

offering or 

( 5) "Insurance arrangement" 

contract, or other arrangement to 

means any 

the extent 

plan, program, 

not exempt from 

inclusion by virtue oE the provisions of the federal Employee 

Retirement Income Securi=y Act cf :974 under which cne or ~o=e 

employers, unions, or other organizations provide to their 
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employees or members, either directly or indirectly through a 

trust of a third-party administrator, health care services or 

benefits other than through an insurer. 

(7} "Insurer" means a company operating pursuant to Title 33, 

chapter 2 or 3, and offering or selling policies or contracts of 

disability insurance, as provided in Title 33, chapter 22. 

{ 8) "Lead carrier" means the licensed administrator or 

insurer selected by the association to administer the association 

plan. 

( 9} "Preexisting condition" means any condition for which an 

applicant for coverage under the association plan has received 

medical attention during the 5 years iilllliediately preceding the 

filing of an application. 

t¼9t-ueca¼±£±ed--p¼anK--mea"~--eftose--kea:l::th---bene£±t---p¼afts 

eert±f±ed--by--the--eol'Mli~~±ene~-a9-prov±d±n9-the-min±muffl-be"e£±ts 

reqa±~ed-by--33-ii-¼5%¼--e~--the--aetuaria~--e~tt±va¼ent--e£--those 

benef±t9,;-

t:t:¼ti!SU_ "Society" means a fraternal benefit society operating 

pursuant to Title 33, chapter 7, and offering or selling 

certificates of disability insurance." 

Section 16. Sectipn 33-22-1504, MCA, is amended to read: 

"33-22-1504. Association board of directors -- organization. 

(1) There is a board of directors of the association, consisting 

Jf eight :ndividuals: 

(a) one from each of the seven participating members of t.he 
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association with the highest annual premium volume of disability 

insurance contracts or health service corporation contracts, 

derived from or on behalf of residents in the previous calendar 

year, as determined by the commissioner; and 

{b) a member at large, appointed by the commissioner to 

represent the public interest, who shall serve in an advisory 

capacity only. 

{2) Each of the seven board members representing the 

association members is entitled to a weighted average vote, in 

person or by proxy, based on the association member's annual 

Montana premium volume. However, a board member may not have more 

than 50% of the vote. 

(3) Members of the board may be reimbursed from the money of 

the association for expenses incurred by them due to their service 

as board members but may not otherwise be compensated by the 

association for their services. The costs of conducting the 

meetings of the association and its board of directors must be 

borne by participating members of the association in accordance 

with 33-22-1513." 

Section 17. Section 33-22-1513, MCA, is amended to read: 

"33-22-1513. Operation of association plan. (1) Upon 

acceptance by the lead 

person may enroll in the 

carrier under 33-22-1516, an eligible 

association plan by payment of the 

association plan premium to the lead carrier. 

(2) Not less than 88% of the association plan premiums paid 
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to the lead carrier may be used ta pay claims and not more than 

12\ may be used for payment of the lead carrier's direct and 

indirect expenses as specified in 33-22-1514. 

{3) Any income in excess of the costs incurred by the 

association in providing reinsurance or administrativ~ services 

must be held at interest and used by the association to offset 

past and future losses due to claims expenses of the association 

plan or be allocated to reduce association plan premiums. 

(4) ~ Each participating member of the association shall 

share the losses due to claims expenses of the association plan 

for plans issued or approved for issuance by the association and 

shall share in the operating and administrative expenses incurred 

or estimated to be incurred by the association incident to the 

conduct of its affairs. Claims expenses of the association plan 

that exceed the premium payments allocated to the payment of 

benefits are the liability of the association members. Association 

members shall share in the claims expenses of the association plan 

and operating and administrative expenses of the association in an 

amount equal to the ratio of: 

tat.ill the association member's 

premium received from or on behalf of 

by; 

tbt.Lli.J.. the total disability 

total disability insurance 

Montana residents divided 

premium received by all 

associali~n ~embers from ~r ~n behdl~ cf ~on~a~a residents, as 

determined by the commissioner. 
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( b) For purposes of this subsection ( 4), "total disability 

insurance premium 11 does not include premiums received from 

disability income insurance 1. credit disability insurance, 

disability waiver insurance, or life insurance. 

(S) The association shall make an annual determi~ation of 

each association member 1 s liability, if any, and may make an 

annual fiscal yearend assessment if necessary. The association may 

also, subject to the approval of the commissioner, provide for 

interim assessments against the association members as may be 

necessary to assure the financial capability of the association in 

meeting the incurred or estimated claims expenses of the 

association plan and operating and administrative expenses of the 

association until the association's next annual fiscal yearend 

assessment. Payment of an assessment is due within 30 days of 

~eceipt by an association member of a written notice of a fiscal 

yearend oc interim assessment. Failure by a contributing member to 

tender to the association the assessment within 30 days is grounds 

for termination of membership. An association member that ceases 

to do disability insurance business within the state remains 

liable for assessments through the calendar year during which 

disability insurance business ceased. The association may decline 

to levy an assessment against an association member if the 

assessment, as determined pursuant to ~his section, would not 

exceed $10. 

(6) Any annual fiscal yea~end or interim assessment levied 
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against an association member may be offset, in an amount equal to 

the assessment paid to the association, against the premium tax 

payable by that association member pursuant to 33-2-705 for the 

year in which the annual fiscal yearend or interim assessment is 

levied. The insurance commissioner shall, each year the 

legislature meets in regular session, on or before January 15, 

report to the legislature the total amount of premium tax offset 

claimed by association members during the preceding biennium." 

Section 18. Section 33-23-302, MCA, is amended to read: 

"33-23-302. Cancellation or alteration of E£.!-.l..£y -- increase 

of premium rates sixty days' written notice required. Any 

1nsurer who insures a physician and surgeon, dentist, registered 

nurse, nursing home administrator, registered physical therapist, 

podiatrist, licensed psychologist, osteopath, chiropractor, 

pharmacist, optometrist, or veterinarian, duly licensed os-s~eft 

under the laws of this state, or a licensed hospital or long-term 

care facility as the employer of any such person against liability 

for error, omission, professional negligence, or performance of 

services without consent shai¼ ~ not cancel or alter the policy 

so insuring s~eh the person or increase the premium rates thereon 

without first providing the insured 60 days' written notice of the 

insurer's intention to cancel or alter the policy or increase the 

premium rates." 

Section 19. Section 61-12-303, MCA, is amended to read: 

•61-12-JOJ. Requirements for license. (1) No-lieense-shaii-b~ 
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¼9~tte~--ey--ehe The commissioner ~ay not issue a license to a 

com~ until the company has filed with him the following: 

(a) a formal application in such form and detail as the 

commissioner may require, executed under oath by its president or 

other principal officer; 

(b) a copy of the form of its contract; 

{c) a certified copy of its charter or articles of 

incorporation and its bylaws, if any; 

{d) a financial statement in such form and detail as the 

commissioner may require, executed on oath by its president or 

other principal officer; 

(e) a certificate from the 9tate-treastt~er commissioner that 

it has complied with 61-12-304 in all cases where a deposit of 

cash or a bond is required by this part; 

(f) a certificate from the corporation commissioner of the 

state of Montana, in the event it be a corporation, that it has 

complied with the corporation laws of said state. 

(2) No--¼~ee~se--s~a¼¼--be-isstted-by-Che The commissioner~ 

not issue a license to a company until the company has paid to the 

commissioner $100 as an annual license fee, or the pro rata 

portion thereof necessary to be paid to the end of the current 

calendar year from the date of the application for stteh the 

license. 

(3) Ne--¼iee"se--sha¼¼--be-±sstled-by-the ~commissioner~ 

not issue a license to a com~ until the company has satisfied 
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him by ~tteh an examination a9-he-may-make and stteh evidence as-he 

the commissioner may require, in his discretion, that stteh the 

company has complied with the laws of the state of Montana and 

that its management is trustworthy and competent." 

Section 20. Section 61-12-304, MCA, is amended to read: 

•61-12-304. Deposits required. No-lieense--sharr--be--qraftted 

The commissioner may not grant a license to a company a~-here¼" 

defined-exeept-es-here±na~ter-stated until it has deposited with 

the ~tate-tree~urer commissioner the sum of S25,000 in cash or in 

lieu thereof a bond in a form prescribed by the commissioner 

payable to the state of Montana in the sum of $25,000. with surety 

approved by the commissioner, conditioned upon the faithful 

performance of its service contracts and payment of any fines or 

penalties levied against it for failure to comply with this part1 

pro~ided,--hewe¥e~,--that. However, when any company,-a~-here±~ 

de£i"ed,-shall-prove proves to the commissioner that it has been 

in continuous, active operation in the state for a period of more 

than the preceding 5 years ifflffled¼atery-~e~t-past and has a paid 

membership of more than 5,000 members within the state or that 

there are more than 5,000 holders of its service contracts within 

the state and that it is being properly managed, is rendering to 

its members the services promised to them, and is financially 

responsible, no--9~eh the commissioner may not require~ cash 

deposit 0r bond shell-be r~qttir~d while 9~e" the company remains 

1n ~Heh that cond1t1on. The £er~ge±n9 cash deposit or bond is not 
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reqttired-in-eny-%nstaftee-as a penalty, but is for the protection 

of the public only." 

Section 21. Section 61-12-305, MCA, is amended to read: 

•61-12-305. Expiration Continuance of license. Bvery Subject 

to payment by January 1 of each year of the annual license fee 

required under 61-12-303, each license ±ssoed-hereonder-shali 

expire-annoai¼y-on-aenuary-¼-0£-eaeh-year-ttniess-sooner continues 

in force as long as the company is entitled to the license under 

this part or until the license is revokedL or suspendedL as 

here¼naEter-~Po~ide~ or otherwise terminated.~ 

Section 22. Policy provisions conformity with state 

statutes. Each policy regulated by this part must contain a 

provision or the equivalent thereto as follows: 

"Conformity with Monta,1a statutes. The provisions of this 

policy conform to the minimum requirements of Montana law and 

control over any conflicting statutes of any state in which the 

insured resides on or after the effective date of this policy." 

Section 23. Casualty insurance policy -- conformity with 

state statutes. A casualty insurance policy relative to a risk 

resident, located, or to be performed in this state must contain a 

provision or the equivalent thereto as follows: 

"Conformity with Montana statutes. The provisions of this 

policy conform to the minimum requ1rements of Montana law and 

control over any conflicting statutes of any state in which the 

insured resides on or after the effective date of this policy." 
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Section 24. Property insurance policy -- conformity with 

state statutes. A property insurance policy relative to a risk 

resident, located, or to be performed in this state must contain a 

provision or the equivalent thereto as follows: 

"Conformity with Montana statutes. The provisions of this 

policy conform to the minimum requirements of Montana law and 

control over any conflicting statutes of any state in which the 

insured resides on or after the effective date of this policy." 

Section 25. Section 33-17-102, MCA, is amended to read: 

"33-17-102. Definitions. 

following definitions apply: 

As used in this title, the 

(1) "Adjuster" means a person who, on behalf of the insurer, 

for compensation as an independent contractor or as the employee· 

of an independent contractor or for fee or commission investigates 

and negotiates settlement of claims arising under insurance 

contracts or otherwise acts on behalf of the insurer. The term 

does not include a: 

{a) licensed attorney who is qualified to practice law in 

this state; 

{b) salaried employee of an insurer or of a managing general 

agent; or 

(c) licensed insurance producer who adjusts or assists in 

adjustment of losses arising under policies issued by the insurer. 

( 2) 11 Adjuster license" means a document issued by the 

commissioner that authorizes a person to act as an adjuster. 
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( 3) (a) "Administrator" means a person who collects charges 

or premiums from residents of this state in connection with life, 

disability, property, or casualty insurance or annuities or who 

adjusts or settles claims on such coverage. 

(b) The term does not mean: 

(i) an employer on behalf of its employees or on behalf of 

the employees of one or more 

corporations of the employer; 

subsidiaries 

{ii) a union on behalf of its members; 

of affiliated 

(iii) (A) an insurer that is either authorized in this state 

or acting as an insurer with respect to a policy lawfully issued 

and delivered by it in and pursuant to the laws of a state in 

which the insurer is authorized to transact insurance; or 

(B) a health service corporation as defined in 33-30-101; 

(iv) a life, disability, property, or casualty insurance 

producer who is licensed in this state and whose activities are 

limited exclusively to the sale of insurance; 

(v} a creditor on behalf of its debtors with respect to 

insurance covering a debt between the creditor and its debtors; 

(vi) a trust established in conformity with 29 U.S.C. 186 or 

the trustees, agents, and employees of the trust; 

(vii) a trust exempt from taxation under section 50l(a) of the 

Internal Revenue Code or the trustees and employees of the trust; 

(viii) a custodian acting pursuant to a custodian account that 

meets the requirements of section 401(£) of the Internal Revenue 
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Code or the agents and employees of the custodian; 

(ix) a bank, credit union, or other financial institution that 

is subject to supervision or examination by federal or state 

banking authorities; 

(x} a company that issues credit cards and that advances for 

and collects premiums or charges from its credit card holders who 

have authorized it to do so, if the company does not adjust or 

settle claims; or 

(xi) a person who adjusts or settles claims in the normal 

course of his practice or employment a3 an attorney and who does 

not collect charges or premiums in connection with life or 

disability insurance or annuities. 

(4) "Administrator license" means a document issued by the 

commissioner that authorizes a person to act as an administrator. 

( 5) "Consultant" means a person who for a fee examines, 

appraises, reviews, or evaluates an insurance policy, annuity, or 

pension contract, plan, or program or who makes recommendations or 

gives advice on an insurance policy, annuity, or pension contract, 

plan, or program. 

(6) ''Consultant license" means a document issued by the 

commissioner that authorizes a person to act as an insurance 

consultant. 

(7) ''Controlled business" means insurance procured or to be 

procured by or through a person upon the life, person, property, 

or risks of himself, his spouse, his employer, or his business. 
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(8) .. Individual 0 means a private or natural person, as 

distinguished from a partnership, corporation, or association. 

(9) "Insurance producer", except as provided in 33-17-103: 

(a) means: 

( i) a per son who solicits. negotiates, effects, procures, 

delivers, renews, continues, or binds: 

(A) policies of insurance for risks residing, located, or to 

be performed in this state; or 

(B) membership contracts as defined in 33-30-101; 

(ii} a managing general agent. For purposes of this 

definition, a "managing general agent'' is a person who, on behalf 

of an insurer, exercises general supervision over the business of 

the insurer in this state or in any other state, including the 

authority to contract with an insurance producer for the insurer 

and terminate those contracts. 

(b} does not mean a customer service representative. For 

purposes of this definition, a "customer service representative" 

means a salaried employee of an insurance producer who assists and 

is responsible to the insurance producer. 

(10) "License" means a document issued by the commissioner 

that authorizes a person to act as an insurance producer for the 

kinds of insurance specified in the document. The license itself 

does not create actual, apparent, or inherent authority in the 

holder to represent or commit an insurer to a binding agreement. 

(11) "Person" means an individual, partnership, corporation, 
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association, or other legal entity. 

(12) "Public adjuster" means an adjuster employed by and 

representing the interests of the insured." 

Section 26. Section 33-22-1511, MCA, is amended to read: 

•JJ-22-1511. Minimum benefits of association plan. The 

association through the association plan shall offer a policy that 

provides at least the benefits o£-a-qttali£ied-plan-as required by 

33-22-1521." 

Section 27. Section 33-22-1512, MCA, is amended to read: 

•JJ-22-1512. Association plan premium. The association shall 

establish the schedule of premiums to be charged eligible persons 

for membership in the association plan. The schedule of premiums 

may not be less than 150% or more than 400% of the average premium 

rates charged by the five large~t insurers with the largest 

premium amount of individual qtta¼if¼~~-p¼an plans of major medical 

insurance in force in this state. The premium rates of the five 

insurers used to establish the premium rates for each type of 

coverage offered by the association must be determined by the 

commissioner from information provided annually by all insurers at 

the request of the commissioner. ~he--¼n£e~matten--reqttested--mttst 

tne¼ttde--the--number--oE--qua¼i£¼ed--p%ans-or-aetttar±a¼-eqniva±ent 

p±ans-offered-by-eaeh-¼nsurer,-the-rates-ehar9ed--by--the--tnsnrer 

for--eaeh--type--o£--p±an--o££ered--by--the-tnsurer,-and-any-other 

tn£ormat±on-the-eofflffl±s9ioner-eon5±d~r~-neee9saryT The association 

shall utilize generally acceptable actuarial principles and 
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structurally compatible rates." 

Section 28. Section 33-22-1514, MCA, is amended to read: 

"33-22-1514. Administration of association plan rules. tlt 

Any-member-0£-the--assoeiat±on--may--sttbm±t--to--the--eoft'll'ft.±ss±oner 

po¼icies--to--be--proposed--to--serve-as-the-a!sociation-pian•-~he 

eoffifflissioner-sha¼¼-preser±be-by-rtt¼e-the-t±me-and--manner--of--the 

sttbm±ss±on, 

titill Hpon--the--eoft\11\iss±oner~s-approvai-of-the-~oitey-Eorms 

and-eontracts-s~bfflitted7-the-assoc±at±on-sha¼i-seieet-poi±e±es-and 

eontraets-by-a-member-or-members-0£--the--assoe±at±on--to--be--the 

assoc±ation-piaft, The association shall select one lead carrier to 

issue the qtta½±f±ed-p¼an~ association plan. The board of directors 

of the association shall prepare appropriate specifications and 

bid forms and may solicit bids from licensed administrators and 

the members of the association for the purpose of selecting the 

lead carrier. The selection of the lead carrier must be based upon 

criteria established by the board of directors. 

t3till The lead carrier shall perform all administrative and 

claims payment functions required by this section upon the 

commissioner's approval of the policy forms and contracts 

submitted. The lead carrier shall provide these services for a 

period of at least 3 years, unless a request to terminate is 

approved by the association and the commissioner. The association 

and the commissioner shall approve or deny a request to terminate 

within 90 days of its receipt. A failure to make a final decision 
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on a request to terminate within the specified period is 

considered an approval. The association shall invite submissions 

of policy forms from members of the association, including the 

lead carrier, 6 months prior to the expirat1or. cf each ]-year 

period. The association shall follow the procedure provided in 

subsection tit ill in selecting a lead carrier for the subsequent 

3-year period or, if a request to terminate is approved, on or 

before the end of the 3-year period. 

t ◄ till The lead carrier shall provide all eligible persons 

involved in the association plan an individual certificate setting 

forth a statement as to the insurance protection to which the 

perscn is entitled, the method and place of filing claims, and to 

whom benefits are payable. The certificate must indicate that 

coverage was obtained through the association. 

tStill The lead carrier shall submit to the association and 

the commissioner on a semiannual basis a report of the operation 

of the association plan. The association must determine the 

specific information to be contained in the report prior to the 

effective date cf the association plan. 

t6tlli The lead carrier shall pay all claims pursuant to this 

part and shall indicate that the claim was paid by the association 

plan. Each claim payment must include information specifying the 

procedure involved in the event a dispute over the amount of 

payment arises. 

t~till The lead carrier must be reimbursed from the 
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association plan premiums received far its direct and indirect 

expenses. Direct and indirect expenses include a prorated 

reimbursement for the portion of the lead carrier's 

administrative, printing, claims administration, management, and 

building overhead expenses, which are assignable to the 

maintenance and administration of the association plan. The 

association must approve cost accounting methods to substantiate 

the lead carrier's cost reports consistent with generally accepted 

accounting principles. Direct and indirect expenses may not 

include costs directly related to the original submission of 

policy forms prior to selection as the lead carrier. 

t8t12l The lead carrier is, when carrying out its duties 

under this part, an independent contractor for the association and 

is individually liable for its actions, subject to the laws of 

this state." 

Section 29. Section 33-22-1515, MCA, is amended to read: 

eligible persons. ( l) The "33-22-1515. Solicitation of 

association, pursuant to a plan approved by the commissioner, 

shall disseminate appropriate information to the residents of this 

state regarding the existence of the association plan and the 

means of enrollment. Means of communication may include use of the 

press, radio, and television, as well as publication in 

appropriate state offices and publications. 

(2} The association shall devise and implement means of 

maintaining public awa~eness of this pa.rt and shall administer 
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this part in a manner which facilitates public participation in 

the association plan. 

the 

(3) All licensed disability insurance producers may engage in 

selling or marketing of ~ttai¼fied the association p¼8ne plan. 

The lead carrier shall pay an insurance producer's referral fee of 

$25 to each licensed disability insurance producer who refers an 

applicant to the association plan, if the applicant is accepted. 

The referral fees must be paid ~o ~ the lead carrier from money 

received as premiums for the association plan. 

(4) An insurer, society, or health service corporation that 

rejects or applies underwriting restrictions to an applicant for 

disability insurance must notify the applicant of the existence of 

the association plan, requirements for being accepted in it, and 

the procedure for applying to it." 

Section 30. Section 33-22-1516, MCA, is amended to read: 

"33-22-1516. Enrollment by eligible person. (1) The 

association plan must be open for enrollment by eligible persons. 

An eligible person may enroll in the plan by submission of a 

certificate of eligibility to the lead carrier. The certificate 

must provide: 

(a) the name, address, and age of the applicant and length of 

the applicant's residence in this state; 

(b) the name, address, and age of spouse and children, if 

any, if they are to be insured; 

{c) written evidence that he fulfills all of the elements of 
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(2) Within 30 days of receipt of the certificate, the lead 

carrier shall either reject the application for failing to comply 

with the requirements of subsection {l) or forward the eligible 

person a notice of acceptance and billing information. Insurance 

is effective on the first of the month following acceptance. 

(3) An eligible person may not purchase more than one policy 

from the association plan. 

(4) A person who obtains coverage pursuant to this section 

may not be covered for any preexisting condition during the first 

12 months of coverage under the association plan if the person was 

diagnosed or treated for that condition during the 5 years 

immediately preceding the filing of an application, This 

subsection does not apply to a person who has had continuous 

coverage under an individual, family, or group policy during the 

year immediately preceding the filing of an application and whose 

cancellation date was within 30 days prior to the date of 

submission of a certificate of eligibility to the lead carrier for 

nonelective procedures. 

(5) A change of residence from Montana to another state 

immediately terminates eligibility for renewal of coverage under 

the association plan." 

Section 31. Section 33-22-1521, MCA, is amended to read: 

"33-22-1521. ettaitf¼ed Association plan -- minimum benefits. 
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A plan of health coverage must be certified as a q~e¼ified 

association plan if it otherwise meets the requirements of Title 

33, chapters 15, 22 (excepting part 7), and 30, and other laws of 

this state, whether oc not the policy 1s issued in this state, and 

meets or exceeds the following minimum standards: 

(1) The minimum benefits for an insured must, subject to the 

other provisions of this section, be equal to at least 80% of the 

covered expenses required by this section in excess of an annual 

deductible that does not exceed $1,000 per person. The coverage 

must include a limitation of $5,000 per person on the total annual 

out-of-pocket expenses for services covered under this section. 

Coverage must be subject to a maximum iifetime benefit, but such 

maximums may not be less than $100,000. 

{2) Covered expenses must be the usual and customary charges 

for the following services and articles when prescribed by a 

physician or other licensed health care professional provided for 

in 33-22-111: 

(a) hospital services; 

(b} professional services for the diagnosis or treatment of 

injuries, illness, or conditions, other than dental; 

{c) use of radium or other radioactive materials; 

(d) oxygen, 

(e) anesthetics; 

( f) diagnostic x-rays and laboratory tests, 

specifically provided in subsection (3): 
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(g) services of a physical therapist; 

(h) transportation provided by licensed ambulance service to 

the nearest facility qualified to treat the condition; 

(i) oral surgery for the gums and tissues of the mouth when 

not performed in connection with the extraction or repair of teeth 

or in connection with TMJ; 

{j) rental or purchase of medical equipment, which shall be 

reimbursed after the deductible has been met at the rate of 50\, 

up to a maximum of $1,000; 

{k) prosthetics, other than dental: and 

(1) services of a licensed home health agency, up to a 

maximum of 180 visits per year. 

(3) la) Covered expenses for the services or articles 

specified in this section do not include: 

{i) drugs requiring a physician's prescription; 

(ii) services of a nursing home; 

(iii) home and office calls, except as specifically provided 

in subsection (2); 

(iv) rental or purchase of durable medical equipment, except 

as specifically provided in subsection (2); 

(v) the first $20 of diagnostic x-ray and laboratory charges 

in each 14-day period; 

(vi) oral surgery, except as 

subsection (2); 

specifically provided in 

(vii} that part of a charge for services or articles which 
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exceeds the prevailing charge in the locality where the service is 

provided; or 

(viii) care that is primarily for custodial or domiciliary 

purposes which would not qualify as eligible services under 

medicare. 

(b} Covered expenses for the services or articles specified 

in this section do not include charges for: 

{i} care or for any injury or disease either arising out of 

an injury in the course of employment and subject to a workers' 

compensation or similar law, for which benefits are payable under 

another policy of disability insurance or medicare; 

(ii) treatment for cosmetic purposes other than surgery for 

the repair or treatment of an injury or congenital bodily defect 

to restore normal bodily functions; 

(iii} travel other than transportation provided by a licensed 

ambulance service to the nearest facility qualified to treat the 

condition; 

(iv) confinement in a private room to the extent it is in 

excess of the institution's charge for its most common semiprivate 

room, unless the private room is prescribed as medically necessary 

by a physician; 

(v) services or articles the provision of which is not within 

the scope of authorized practice of the institution or individual 

rendering the services or articles; 

(vi) organ transplants, including bone marrow transplants; 
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(vii) room and board for a nonemergency admission on Friday or 

Saturday; 

(viii) pregnancy, except complications of pregnancy; 

(ix) routine well baby care; 

(x) complications to a newborn, unless no other source of 

coverage is available; 

(xi) sterilization or reversal of sterilization; 

(xii) abortion, unless the life of the mother would be 

endangered if the fetus were carried to term; 

{xiii) weight modification or modification of the body to 

improve the mental or emotional well-being of an insured; 

lxiv) artificial insemination or treatment for infertility; or 

(xv) breast augmentation or reduction. 11 

Section 32. Section 33-1-704, MCA, is amended to read: 

"33-1-704. Hearing procedure. (1) All hearings shall be open 

to the public unless closed pursuant to the provisions of 2-3-203. 

(2) The commissioner shall allow any party to the hearing to 

appear in person and by counsel, to be present during the giving 

of all evidence, to have a reasonable opportunity to inspect all 

documentary evidence and to examine witnesses, to present evidence 

in support of his interest, and to have subpoenas issued by the 

commissioner to compel attendance of witnesses and production of 

evidence in his behalf. 

(3) The commissioner shall permit to become a party to the 

hearing by intervention, if timely, any person who was not an 
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original party thereto and whose pecuniary interests will be 

directly and immediately affected by the commissioner's order made 

upon the hearing. 

(4) Except as provided in 33-31-404, rules of pleading or 

evidenee need not be observed at any hearing, but the rules of 

evidence must be observed. 

(5) Upon written request seasonably made by a party to the 

hearing and at that person's expense, the commissioner shall cause 

a full stenographic record of the proceedings to be made by a 

competent reporter. If transcribed, a copy of such stenographic 

record shall be furnished to the commissioner without cost to the 

commissioner or the state and shall be a part of the 

commissioner's record of the hearing. If so transcribed, a copy of 

such stenographic record shall be furnished to any other party to 

such hearing at the request and expense of such other party. If no 

stenographic record is made or transcribed, the commissioner shall 

prepare an adequate record of the evidence and of the 

proceedings." 

Section 33. Section 33-22-229, MCA, is amended to read: 

•33-22-229. Confo~mity with state statutes. There must be a 

provision or the equivalent ther_e,_to as follows: 

"Conformity with State---Stattttes Montana statutes: Any 

provis±on-oE-this--poiiey--w~ieh--on--it~--effeetive--daee--±s--±" 

eonfi±~t--with--t~e--stntates--of--the--state-¼n-whieh-~he-insared 

resides-o"-s~eh-date-±s-he~eby-ame"ded-te-eonforffl-te--the--m±"±mam 

-~6- SB 15 



SB 0016 

~eqtti~emen~9--or--sttc~--stat~tes~ The provisions of this policy 

conform to the minimum requirements of Montana law and control 

over any conflicting statutes of any state in which the insured 

resides on or after the effective date of this policy."'' 

Section 34. Repealer. Section 33-22-1522, MCA, is repealed. 

Section 35. Name change -- short form amendment. Wherever it 

appears in 33-7-519, 33-17-206, 33-18-210, and 33-18-501 or in 

insurance laws enacted by the 52nd legislature, the code 

commissioner is directed to change the term "solicitor" to 

"insurance producer". 

Sect ion 36. Codification instruction. ( l) [Section 2 2 I is 

intended to be codified as an integral part of Title 33, chapter 

20, parts l and 12, and the provisions of Title 33, chapter 20, 

parts land 12, apply to [section 22]. 

(2) {Section 23} is intended to be codified as an integral 

part of Title 33, chapter 23, part 1, and the provisions of Title 

33, chapter 23, part l, apply to [section 23]. 

(3) [Section 241 is intended to be codified as an integral 

part of Title 33, chapter 24, part 1, and the provisions of Title 

33, chapter 24, part 1, apply to [section 24]. 
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