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SENATE BILL NKO. 1§
INTRODUCED BY GAGE

BY REQUEST OF THE STATE AUDITOR

& BILL FOR AN ACT ENTITLED: “AN ACT TQ GENERALLY REVISE THE
LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB
SERVICE COMPANIES; DIRECTING THE CODE COMMISSIONER TO CHANGE
ANY REFERENCE

PRODUCER" WHEREVER IT APPEARS IN THE MONTANA CODE ANNOTATED:

AND AMENDING SECTIONS 33-1-711, 33-2-705, 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 6&1-12-305,

MCAL"

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. Bny person who was a

party to the hearing or whose pecuniary interests are

directiy and immediately affected by any order or refusal

and who 1s 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 sco 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 tc 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 commissicner, 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) Upcn 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 acéion 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

;. 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 alil exhibits and documentary evidence

introduced at the hearing. IFf 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-nevs as soon as reascnably
possible thereafter. Upon the hearing of the appeal, the
court shall consider the evidence contained in the
transcript, exhibits, and documents filed by the
commissicner, 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 rhe
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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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:

"33-2-705. 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 stare 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 additicnal 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 cotherwise, received by it a life

insurer or written by an insurer other than a 1life 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

-4-
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risks in Montana insured under policies or contracts
covering property, subjecks, 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 6f 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 o©of the 1insurer, all policy dividends, refunds,
savings, savings coupcons, 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 taxes payable
under 50-3-109.

{5y 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 commissicner 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 1in 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.”
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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 commissicner 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 sratement, 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 lssued:

(A) dOmMESLIiC INSUILBTS .t iuintievervenoroonrnonnns $ 600.00

(B) foreign insurers ......c.c.cucen. civaes..sery 600,00

(ii} annual continuation of certificate of authority
................... 1 A o 24

{iii) reinstatement of certificate of authority
................................. A e e ae e n e 25.00

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

{b) articles of incorporation:

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

the corporation to the secretary of state .......... 20.00

-7=
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{ii) filing amendment of articles of incorporation,
domestic and Eoreign insurers, exclusive of fees required to

be paid to the secretary of state by a domestic corporation

....... T 25.00
{c) filing bylaws or amendment to bylaws where
reguired ... it e i e 10.00

{(d) Filing annual statement of insurer, other than as
part of application for original certificate of authority
R S et et aeas 25.00

(e) insurance producer's license:

(i} application for original license, including

issuance of license, if issued .......... PPN [P 15.00

(ii) appointment of insurance producer, each insurer

....... e R L 10.00
{iil) temporary LiCENS€ . ..seveevancnscionacsronca 15.00
(iv) amendment of license (excluding additions to

license) or reilssuance of master license ........ Ve 15.00

(£} nonresident insurance producer's license:
(1) application for original license, including
issuance of license, If issued .., .civevevimrenensnas 100.00

{ii) appointment of insurance producer, each insurer

N s e e daaa 10.00
(iii) annual renewal of license ,............... 10.00
{iv) amendment of license (excluding additions to

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

-8~
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{g} examination, if administered by the commissioner,

for 1license as 1insurance producer, each examination

L I I R R P

................ [ N 15.00
(h) surplus lines insurance producer license:
{i) application for original license and for issuance
of license, if issued ....... et r et e et e 50.00
{ii) annual renewal of liCeNSE t..visierierovsen 50.00
(1) adjuster's license:
(i) application for coriginal license and for 1issuance

of license, if issuyed ...... f e i r e e e 15.0¢

(ii) annual renewal of license ............ PRI 15.00
13} insurance vending machine license, each machine,

CACh YEAT it i it et i ettt e 10.00

(k) commissioner's certificate under seal {except when
on certificates of authority or licenses) ...,....... 10.00
(1) copies of documents on Eile in the commissioner's

cffice, per page

.......................... se s e .50
(m) policy forms:

(i) filing each policy form .......... e 25.00
(ii) filing each application, rider, endorsement,

amendment, insert page, schedule of rates, and clarification

of risks ....uaan G [T 10.00
(iii) maximum charge if policy and all forms submitted

at one time or resubmitted for approval within 180 days

D T T S S Veeenans 100.00
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{(n) applications for approval of prelicensing education

courses:
{1) reviewing initial application ............- 150,00
(11) pericdic review ... ... .0t iieiaenananny 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 miscellanéous 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 tc 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 flnes, penalties,
deposit requirements, or other material obligations,
prohibitions, or restrictions are or would be imposed upon
Montana insurers or upaon the insurance producers oOr
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 requirements,
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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 cof this state, so long
as such laws of such other state or ccuntry 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 upcon the insurance
producers or representatives of suth 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 secticn shall not apply as to any fees in
conjunction with the 1licensing of 1insurance producers,
personal income taxes, ad valorem taxes on real or personal
property, or special purpose o¢bligations or assessments

imposed by another state or by an_agency of this state other

than the department in connection with particular kinds of

insurance other than 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 propriety and extent of
retaliatory action under this section,

{3) (a) For the purposes of this secrtion the domicile
of an alien insurer, other than insurers Zcrmed 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 cone of the
following states:

{i) that in which the insurer was first authozifed Lo
transact insurance;

{ii) that in which 1is 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 1ts
policyholders and creditors in the United States.

(by 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. "
Section 5. Section 33-3-401, MCA, is amended to read:

"33-31-401. Home oFffice and records -- penalty for

-12-
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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 cperations and cther

financial records reascnably 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
to a plan of merger or consolidation approved by the

commissioner under this code or for such reasonable purposes
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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
ar of safekeeping of the insurer in this state with the
intent to remcve the same from this state or who 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 for not more
than 5 years ¢r 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 beycnd the period therefor specified in the
commissioner's consent under which the records were so
removed thereat or upon concealment of or attempt to c¢onceal
records or assets in vioclation of this section, the
commissioner may institute delinguency proceedings against
the insurer pursaant to the provisions of chapter 2, part

13.

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

prevent 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 keepiné
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
requesk;

{b) having, depositing, or transmitting funds and
assets of the insurer in or to jurisdictions cutside of this
state as reasonably and customarily required in the regular
course of its business;

{c) making deposits wunder <c¢ustodial 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
mutuyal 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 i5 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--exceeding--6%--per

annum  at a rate no greater than the rate established in

25-9-205, 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 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 agreemenkt, shall ncot 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 therecf 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 locan, file with the commissioner a statement
of the purpose of the loan and a copy of the proposed loan
agreement. The leocan 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 1is
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

_16_
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inadequate.

{4) Any such 1loan 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 mertgage of assets."

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

"331-7-406. Annual statement -- penalty for failure to
file or--to-comply. A-soeciery-negtecting-ro-fite-the-annual
astatement-in-the-form-and-within-the-time-provided--itn--thia

parc-shati-£forfeit The commissioner may impose a fine upon a

society not to exceed $100 for each day during-which-such

negiect-continvear-and;-upon-notice-by-the--eommiastoner—--+eo
that--effeectr--tta-——authority-—-to—-do-busitness-in-this state

shall-cease-white-such-default-continues after March 1 that

a society fails to Ffile the annual statement reguired by

33-7-404. The fine may not exceed S1,000."

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

requirement. (1) (a) A person applying for a license to act
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as an insuranée producer for property, casualty, and surety
insurance shall complete 40 hours of approved prelicensing
education courses in thdése areas of insurance within 12
months prior to the examination, unless he is exempted from
the reguirement under subsection (3}.

(b) A person applying for a 1license to act as an
insurance producer for life and disability i1nsurance or as
an enrollment representative for a health service
corporation shall complete 40 hours of approved prelicensing
education ccurses 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 1licenses Lto act as an
insurance producer for both the property, casualty, and
surety areas and the life and or disabiiity 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;

~18-
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{c) seeks a nonresident license and 1is from a state
having a prelicensing education requirement;

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

(e) seeks a temporary license under 33-17-216; or

(€) is exempt from examination requirements wunder
33-17-21245%(7)."

‘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 ocut to be an administrator in this state wunless he
holds a certificate of registration as an administrator.

{2} An application Ffor a certificate of registration
must be accompanied by a fee of $100. The commissioner shall
issue the certificate unless he finds that the applicant 1is
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-date-of-isswe July 1. A reguest for renewal
must be accompanied by a renewal fee of $100.

(4) The certificate of registration may be suspend-d or
revoked i1f, after notice and hearing, the commissioner finds

that the administrator has violated any of the regquirements
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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
perscon 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. 1Incontestability. If any statements cother
than those relating to agey-=mex; and identity are reguired
as a condition to issuing an annuity or pure endowment
contract, other than a reversionary., survivorship, or group
annuity, and subject ko 33-20-230%, 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 c¢ontract 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. 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 1f 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 or-sex and that if the insurer shall make or
has made any overpayment or overpayments on account of any
such misstatement, the amount therecf, 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 insure;
under the contract.”

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

"33-22-502. Reguired provisions of group policies. Each
sueh group disability insurance policy shat} 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 perscon, 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 issuedl for each family unit.

{3y a provision that to the group eoriginally 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. Sectiocn 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 paclicy or certificate to its insureds
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within this state, it may not deny benefits wunder the
replacing policy or certificate to an insured who receives
creatment 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
cectificate 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 33-22-9231, 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 wunder the replacing pelicy or certificate to an
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insured who receives treatment for a conditien 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 sSupplement

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 certificaﬁe must be credited toward the
preexisting condition limitation period of the replacing
pelicy 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:

"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

medicare supplement policy or certificate unless the

insurer:

{a) refuses to renew all policies cr 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 personé 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 reptaced 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 wused in this part, the
following definitions apply:

(1} "Association" means the comprehensive health
asscciation created by 33-22-1503.

(2) "Association plan" means a policy of insurance
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coverage offered by the association through the lead
carrier.
(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) wunless 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 caonsidered
a standard risk,

(9) "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 pian, program,
contract, or other arrangement to the extent not exempt from

inclusion by wvirtue of the provisions of the federal
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Employee Retirement Income Security Act of 1974 under which
cne 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 1in 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 applicatien.

(10) "Qualified plan" means those health benefit plans
certified by the commissioner as providing the minimum
benefits trequired by 33-22-1521 or the actuarial equivalent
of those benefits.

{11) "Society" means a fraternal bénefit society
operating pursuant to Title 33, chapter 7, and cffering or

selling certificates of disability insurance."”

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

"33-22-1504, Assaclation boacd 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 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."
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Section 18. sSection 33-22-1513, MCA, is amended to
read:

"33-22-1513. Operation of association plan. (1) Upen
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 thanraa% 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
;ervices 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) (a) 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 c¢onduct of its affairs.
Claims expenses of the association élan that exceed the
premium payments allocated to the payment of benefits are

the liability of the association members. Assoclation
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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:

ta3(i) the association member's total disability
ingurance premium received from or on behalf of Montana
residents divided by:

tiby{ii} the total disability premium received by all
association members from or on behalf of Montana residents,
as determined by the commissiocner.

{by For purposes of this subsection (4}, "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 vyearend assessment if necessary. The
assuciation may also, subject to the approval of the
commissioner, provide for interim assessments against the
assoclation members as may be necessary to assure the
qinancial capability of the association in meeting the
incurred or estimated claims expenses of the asscciation
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 associaticn the
assessment within 30 days 1is 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 vyear 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—5—705 for the year in which the annual fiscal
yearend or interim assessment 1is 1levied. The insurance
commissioner shall, each year the legislature meets in
reqular session, on or before January 15, report to the
legislature the total amount of premium tax offset claimed
by associaticn 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 provision of law to the

contrary, a health care insurer may:
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(a2a) 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 provider
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
(L){a).

(2) A preferred provider agreement issued or delivered
in this state may not unfairly deny health benefits for
health care services covered.

(3) ©®his---part-—--deea--not--reguire--that--an--insurer
negotiate--er--snter-~-tnto--agreements—-with——any-—-apecific

provider--or--ctass--of--providersas Health care insurers may

place reascnable 1limits on the number or classes of

preferred providers that satisfy the standards set forth by

the health care insurer. However, insurers nay not

discriminate against providers on the basis of religion,

race, color, national origin, age, sex, or marjital status
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and shall select preferred providers primarily on but not

limited to cost and availability of covered services and the

guality of services performed by the providers.”

Section 20. 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 as--sueh under
the laws of this state, or a licensed hospital or long-term
care facility as the employer of any such person against
tiability for error, omission, professional negligence, or
performance of services without consent shaii may not cancel
or alter the policy as insuring such the person or lincrease
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:

"§1-12-303. Requirements for 1license. (1) Ne-iicenae

shatl-be-issued-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 regquire, executed wunder oath by its
president or other principal cfficer;

({by a copy of the form of its contract;

(c) a certified copy of 1its 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 cofficer;

{e) a certificate from the seats-treasurer 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-ticense-shaii-be-isaned-by-the The commissioner

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

paid to the commissloner $100 as an annual license fee, or
the pro rata portion therecf necessary to be paid to the end
cf the current calendar year Ffrom the date of the
application for swmeh the license.

{3) Ne-iticense-shaii-be-issned-by-the The commissioner

may not issue a license until the company has satisfied him

by such an examination as-he-may-make and sueh evidence as

he the commissioner may require, in his discretion, that
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such the company has complied with the laws of the state of
Montana and that its management 1is trustworthy and
competent."”

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

"61-12-304. Deposits required. Ne--liecense--shaii--be

granted The commissioner may not grant a license to a

company as-herein-defined-except-as-hereinafter~stated until
it has deposited with the asare-treasurer 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, conditicned wupon the faithful performance of
its service contracts and payment of any fines or penalties
levied against it for failure to comply with this parts
provided;-however;--that. However, when any companyy——as
herein--defined;-shati-prove proves to the commissioner that
it has been in continuous, active cperation in the state for
a period of more than the preceding 5 years immediatety-iast
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, 1is rendering to its members the
services promised to them, and is financially responsible,
ne--sueh a cash deposit or bond shaii-be is not required

while sueh the company remains in sseh that condition. The
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foregeing cash deposit or bond is not required-in-any
instance-as a penalty, but is for the protection of the

public only."
Section 23. Section 61-12-30%, MCA, is amended to read:

"61-12-305., Exptration Continuance of 1license. Every

Subject to paymént by January 1 of each vear ©f the annual

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

hereunder-shati-expire-annualiy-en-dannary-3--of--emch--vear

untess--ssconer continues in force as long as the company is

entitled to the license under this part or until the license

is revoked, eor suspended, as--hereinafter--provided or

otherwise terminated."

NEw SECTION. Section 24, policy provisions -~

conformity with state statutes. Each policy regulated by
this part must contain a provision 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

regquirements 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 must contain a provision as follows:

Conformity with state statutes. A provision of this
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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
reguirements of those statutes.

NEW SECTION. Section 26. Property insurance policy --

conformity with state statutes. A property insurance poliey
relative to a risk resident, located, or to be performed 1in
this state must contain a provisicon as follows:

Conformity with state statutes. A prowvision 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 te conform to the minimum
requirements of those statutes.

NEW SECTION. Section 27. 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 1is directed to

change the term "solicitor" teo "insurance producer”.

NEW SECTION. Section 2B, codification instruction. (1)

[Section 24) 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
24},

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

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

_3'?_

provisions of Title 33,
[section 25].

(3) |[Section 26] 1is
integral part of Title 33,
provisions of Title 233,

[section 26].

5B 0016/01

chapter 23, part 1, apply to
intended to be codified as an
chapter 24, part 1, and the

chapter 24, part 1, apply to

—-End-
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY
SENATE BILL NO. 16
INTRODUCED BY GAGE

BY REQUEST QF 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 AFPPEARS IN THE MONTANA CODE ANNOTATED;
ANP 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, 33-22-1515,

33-22-1516, 33-22-1521, 33-22-1764; 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. (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. BAny 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 ocrder
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, 6 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 £iling
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
cffice 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-meve as soon as reasonably
pessible 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 ¢ivil 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:

®*33-2-705. Report on premiums and other consideration
-— tax. (1) EBach authorized insurer and each formerly
authorized insurer with respect to premiums so received
while an authorized insurer in this state shall file with
the commissicner, 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 1life

insurer or written by an insurer other than a 1life insurer

during the preceding calendar year on account of policies

covering property, subjects, or risks leocated, 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 ot 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
reductiaon 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 (5), the commissioner may impose upon an insurer
who fails to pay the tax regquired 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 ({1)(b)) and other charter documents, bylaws,
financial statement, examination report, power of attorney
to the commissioner, and all other documents and Eilings
required in connection with the application and for issuance
of an original certificate of authority, if issued:

(A) domestiC iNSULEIS ..iiivsvisvesisroannecens $ 600.00

(B) foreign insurers ......cecvevvaan vessensess 600.00

(ii) annual continuation of certificate of authority
RNy, T [, 600.00

{iii) reinstatement of certificate of authority
‘........................................;.......... 25.00

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

(b) articles of incorpcration:

(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
R 25.00
(c) filing bylaws or amendment to bylaws where
required ....... 0000000 Case et s ettt ittt ane s 10.00
(d) filing annual statement of insurer, other than as
part of application for original certificate of authority
T 25.00
(e) insurance producer's license:
(i) application for original license, including
issuance of license, if issued ,..evevieersonorrnans 15.00
(ii}) appointment of insurance producer, each insurer
e s iirerecst et atrereat e aronnenn [P ceeees 1¢.00
{iii) temporary 1iCensSe ....vssvsvrsscrsronnnnns 15.00
(iv) amendment of license (excluding additions to
license) or reissuance of master licCense .......s-0. 15.00
(f) nonresident insurance producer's license:
{i) application for original license, including
issuance of license, if issued ..,...civversrsesases 100.00
{ii) appointment of insurance producer, each insurer
vemssessnreaans 1¢.00

[1ii) annual renewal Of 1iCENSE ...uvessrrovcrns 10.040
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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
mEe s tugrres s st e vttt e st este v At s e A e 15.00
{h) surplus lines insurance producer license:
(i) application for original license and for issuance
of license, if issued ....cieveenererriinereicncnannas 50.00
{ii) annual renewal of license
(i) adjuster's license:
(i) application for original license and for issuance
of license, if issued ... iceeeevan.. raeseaen e 15.00
{ii) annual renewal of license .......ccccerevses 15.00
(j) insurance vending machine license, each machine,
CACK YEAr +esvessnemasssstnssmsacssnanssaaaansanans . 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, POI DAGE cuv.iiviveteeessstsosnasasenaannannn «. .50
(m) policy forms:
(1) £filing each policy form ..c.vvivivevvronsnrens 25.00
(ii) filing each application, rider, endorsement,
amendment, insert page, schedule of rates, and clarification
Of FiSkS cuteerennecnironnannans Citesat e ee s PPN 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.
cesssmeacssssecrsnsseass 100.00

(n) applications for approval of prelicensing education
courses: .

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

(ii) periodic review ......... Lreaereracsensanaa 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 miscellanecus 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. sSection 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 c¢ountry any taxes, licenses, and
other fees, in the aggregate, and any fines, penalties,
deposit reguirements, or other material obligations,
prohibitions, or restrictions are or would be imposed upcon
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 cbligations, 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 ancther 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 tha£
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
conmissioner 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 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 1is located the insurer's principal
place of business in the United States;

(iii) that in which is held the 1larger deposit of
trusteed assets of the insurer for the protection of its
policyhoclders 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 Urited

States.”
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Section 5. section 33-3-401, MCA, is amended to read:

*33-3-401., 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 syitable as to the kind or kinds of insurance

transacted. Records of the insurer's operations and other

financial records reasconably related to its insurance

operations for the preceding 5 years must be maintained and

be available to the commigsioner 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 S5 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
commissiconer'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 B. 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 nok--execeeding--6%--per
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amnum 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 therecf then unpaid
together with any interest thereon accrued but unpaid.

{3) Any such loan to a mutual insurer shall be subject
te the commissioner's approval. The insurer shall, in
advance of the loan, file with the commissioner a statement
of the purpcse 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
lenger 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 institutiens or to loans secured by pledge
or mortgage of assets."

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

"33-7-406. Annual statement —— penalty for failure to
file er--to-comply. A-society-negiecting-to-fite-ehe-annuat
statement—in-che-form-and-within-the-time-provided--in——-thin

part-shail-forfeit The commissioner may impose a fine upon a

society not to exceed $100 for each day during-which-such

negiect-continuess-andy-upon-notice-by-the--commissioner--to
that--effecty——tes—-authority——to--de-business-in-this-seate

shaii-cease-white-sach-defauntt-continues 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. (1) (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 enrolliment 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 1licenses 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 cf insurance.

(3) The minimum prelicensing education reguirement 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 gtate;

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

(£} is exempt from examination requirements under
33-17-21245%(7)."

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 for a license denied for
cause within 5 years.

(3) The certificate of registration is renewable
annually on the-date-of-issue July 1. A request for renewal
must be accompanied by a renewal fee of $100.

{4) The certificate of registration may be suspended or

=19~ SB 16

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

25

SB 0016/02

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 agey-sexy and identity are required
as a condition to issuing an apnuity or pure endowment
contract, other than a reversicnary, 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."

Section 11. Secrion 33-20-305, MCA, is amended to read:
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"33-20-305. Misstatement of age or-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 or-sex 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

sueh group disability insurance policy shet: delivered or

issued Eor 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 policyhoclder or to such perscon or his
beneficiary;

{2) a provision that the insurer will furnish to the
policyholder for delivery tc each emplcocyee 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. B 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 1insurer. (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 certificate, any period of time that was covered

by that policy or certificate must be credited toward the
preexisting condition limitation periocd 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 1is due, an insurer may not refuse to renew a

medicare supplement policy or certificate 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 or certificate may not affect a
claim that arose under the replaced discontinued policy or
certificate during the periecd 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" means a policy of insurance
coverage offered by the association through-the-itead-carrcier

THAT IS CERTIFIED BY THE ASSOCIATION AS REQUIRED BY

33-22-1521.

(3) "Assoclation 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, societles,
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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() "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,
health c¢are services or benefits other than through an
insurer.

(7) "Insurer" means a company operating pursuant tao
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.

(%) “Preexisting condition™ means any condition for
which an applicant for coverage under the assoclation plan
has received medical attention during the 5 years
immediately preceding the filing of an application.

+104-"Quatified--plant--means-those-heaith-benefit-pians
certified-by--the--commissioner--as--providing--the--minimum
benefits--required-by-33-22-352i~or-the-actuarial-equivatent
cf-those-benefitas

¢133(10) "Society” means a fraternal benefit society
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operating pursuant to Title 33, chapter 7, and cffering or
selling certificates of disability insurance.”

Section 17. section 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 of eight individuals:

{a) one from each of the seven participating members of
the asscciation 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 tc 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 directers must be borne by participating members of the
associaticn in accordance with 33-22-1513."

Section 18. section 33-22-1513, MCAR, is amended to
read:

"33-22-1513. Operation of association plan. (1) Upon
acceptance by the lead carrier under 33-22-1S16, 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) (a) Each participating member of the association
gshall share the losses due to c¢laims 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 c¢laims expenses of the
association plan and operating and administrative expenses
of the association in an amount equal to the ratio of:

tay{(i} the association member's total disability
insurance premium received from or on behalf of Montana
residents divided by;

+b¥(ii) 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  (4), "total

disability insurance premium” does not include premiums

received from disability income insurance, credit disability

insurance, disability waiver insurance, or 1life insurance.

(5) The association shall make an annual determination
of each association member's liability, if any, and may make
an annual fiscal vyearend assessment 1f necessary. The
association may alsoc, 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 asscciation in meeting the
incurred or estimated claims expenses of the association

plan and operating and administrative expenses of the
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agsociation 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 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 asscciation
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 egual toc 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.-sectinn _ 33221704, _MCh,. _is _amended _to _

reads
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433-22-1784---Preferred-provider-agreements-——anthorizeds
fi}--Netwithastanding--any--sther--provision—-ef--iaw--to-the
contraryy-a-heatth-care-insurer-mays
tay-——enter-into-agreements-with--providers--reltating——te
healtth--care--services——that--may-be-rendered-to-insureds-or
subscriberas-on-whose--behatf--the--heatth--care—-insurer—-is
providing-health-care-coverager-tnectuding-prefervred-provider
agreaments-reiating—tos:
tt}-—-the--—amsunts-an-insured-may-be-charged-for-services
rendered;—and
tity-the-amount-and-manner-of-payment-to--the——-provides
and
tby-—tmssne---or---administer---polticies---or--subscriber
contracks-in-this-state-—-that--ineinde-—incentives--for--the
insured--to--use-the-services-of-a-provider-that-has-entered
into-an-agreement-with-the-insurer-—pursuant--to--subsection
tiytay~
t24--A--preferred-provider-agreement-tassued-or-delivered
in~this-state-may-not--unfairiy--deny——heatth--benefita--for
heaith-care-services-covereds
+3y—-Fhis---part---dees--not--require-—that--an—-insurer
negotiate-—~ar--enter--inkte--agreements--with--any---specifie

previder-—or——eciasas——of-—providers: Health-care-insurera-may

place--reasonabie—-timits-—-on—-the--number--or--classes—-—-of

preferred—-providers-that-satisfy-the-standards-set-forth-by
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the——heatth-~care-~insurer--—Howevery---insurers-——may—---not

diacriminake--against--providers—-en--the-basis-of-retigiony

racej-cotary-nationai-eriginy-agey-sexy-—or--maritail--status

and--shall--select—-preferred-providers-primaritty-en-but-not

iimited-to—consc-and-avaeitahilicty-of-covered-services—and-the

quatity-cf-services—-performed-by-the-pravidersz®

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

*33-23-302., Cancellation or alteration of peolicy --

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 as--sueh 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 shail may not cancel
or alter the policy ae insuring suweh the person or increase
the premium rates thereon without first providing the
insured 60 days' written notice of the insurer's intentiocon
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 1license. (1) No-iicense
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shaii-be-issued-my-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 reguire, 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 stake-treasurer 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;

(£) 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-liecense-shaii-be-isauved-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 such the license.

{3) No-iicense-shall-be-issued-by-the The commissioner
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may not issue a license TO A COMPANY until the company has

satisfied him by sweh an examination as-he-may-make and anch

evidence as--he 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. HNo--iticense--shaii-——be

granted The commissioner may not grank a license to a

company as-herain-defined-except-as-hereinafter-stated until
it has deposited with the state-treasurey 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 parts
provided;-howevery--that. However, when any companyr—-as
herein--defined7s-shati-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 immedimteiy-iast
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,

no—-auch THE COMMISSIONER MAY NOT REQUIRE a cash deposit or

bond shaii-be its-net reguired while sueh the company remains
in sueh that condition. The foregoing cash deposit or bond
is not required-in-any-inseance-as a penalty, but is for the
protection of the public only."
Section 22. Section 6§1-12-305, MCA, is amended to read:
"§1-12-305. Expiratien Continuance of 1license. Bvery

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

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

hereunder-shati-expire-annuaiiy-en-danuary-1i--af--each--year

uniess——soocner continues in force as long as the company is

entitled to the license under this part or until the license

is revoked, or suspended, =as--hereinafter-—provided or

otherwise terminated."”

NEW SECTION. Section 23. Policy provisions -

conformity 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 confliects 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. casuwalty 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 of the state in which the insured resides on that
date is hereby amended toc 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

THERETQ as follows:

Conformity with state statutes. A provision of this
policy that on 1its 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:

(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 ot for fee or
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commission investigates and negotiates settlement of claims
arising under insurance contracts or otherwise acts on
behaif of the insurer. The term does not include a:

{a) licensed attorney who is gqualified to practice law
in this state;

{b) salaried employee of an insurer or of a managing
general agent; or

(c) licensed insurance producer whe adjusts or assists
in adjustment of losses arising under policies issued by the
insurer.

{2) "Adjuster license" means a document issued Dby the
commissioner that authorizes a person to act as an adjuster.

(3) (&) "Administrator" means a person who collects
charges or premiums from residents of this state in
connection with 1life, disability, property, or casualty
insurance or annuities or who adjusts or settles claims on
such coverage,

{b} The term does not mean:

(i) an emplover on behalf of its employees or on behalf
af the employees of one or more subsidiaries of affiliated
corporations of the employer:

(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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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(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
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company does not adjust or settle claims; or

(%xi) a person who adjusts or settles c¢laims in the
normal course of his practice or employment as an attorney
and who does not collect charges or premiums in connection
with lLife 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 authcrizes a person to act as an insurance
consultant.

{7) "Controlled business" means insurance procured ot
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 from a partnership, corporation, or
association.

(9) "Insurance prcducer", except as provided in
33-17-103:
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(a) means:

{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 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 definitien, a “customer service
representative” means a salaried employee of an insurance
producer who assists and is responsible te 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.

(L1) "Person" means an individual, partnership,
corporation, association, or other legal entity.
-41- SB 16
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{12) “Public adjuster" means an adjuster employed by and

representing the interests of the insured."”

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

READ:

“33-22-1511. Minimur benefits of association plan. The
association through the association plan shall offer a
policy that provides at least the benefits ef-a-gquatified

pian-as required by 33-22-1521."

SECTION 28. secTtioN 33-22-1512, MCA, IS AMENDED TO

READ:

®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 Dby the five

¥argeat insurers with the largest premium amount of

individual qualified--ptan 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. Phe-information
reguested-—must-~include—-the--number—-of-quatified-pians-or
actuarial-equivaient-pians--cffered--by—-each--insurer;——the

rates--charqed—-by-the-insurer-for-eacn-type-of-pian-ocffered
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by-the-insurer;-and-any-other—-informatien--the--commiasioner
considers-necessaryr The association shall utilize generally
acceptable actuarial principles and structurally compatible

rates."

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

READ:

"33-22-1514. Administration of association plan -
rules. +ti}--Any-member-of-the-asscciation-may-submit-to-the
commissioner--poticies—-to--be—-propesed--te--aserve--as——the
association-pian--The-commissioner-shati-preseribe--by-——rule
eha-time-and-manner-of-the-submnisston<

t2¥(1) UYpon--the--commissioneris-approval-sf-the—peliey
forms-and-conkracts-submitted;-the-assoctation-shati--select
polictes-—and--centractas--by--a--member--cr--members--of-the
association-to-be--the--associatien--ptans The association
shall select one lead carrier to issue the gquatified-pians

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.
£33(2) 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 reguest to terminate within 90 days of its
receipt. A failure to make a final decision on a reguest to
terminate within the specified period 1is 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 t2¥ (1) 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.

t43(3) 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 cbtained
through the association.

+5¥(4) 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.

£6¥(5) The 1lead 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.

t73{6) The lead carrier must be¢ 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 pelicy forms prior to selection
as the lead carrier.

t83(7) The 1lead carrier 1is, when carrying out its
duties under this part, an independent contractor £for the
association and is individually 1liable for its actions,

subject to the laws of this state."

SECTION 30. sEecTIiON 33-22-1515, MCA, IS AMENDED TO

READ:
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"33-22-1515. Solicitation of eligible persana. (1) 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 Ffacilitates public
participation in the association plan.

{3) All licensed disability insurance producers may
engage in the selling or marketing of quatified the
association piams 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 te by 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 RMENDED 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 ail of the
elements of an eligible persen, 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 (1) or forward
the eligible person a notice of acceptance and billing
information. 1Insurance 1is effective on the first of the
month following acceptance.

(3) An eligible person may not purchase more than one
pelicy from the association plan.

(4) A person who obtains coverage pursuant teo 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 persen who has had continuous coverage under an
individual, family, or group policy during the vyear
immediately preceding the filing of an application and whose

cancellation date was within 30 days prior tc the date of

submission of a certificate of eligibility to the lead

carrier for nonelective procedures.
(5) A change of residence Erom Montana to ancther 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. @uatified Association plan — minimum
benefits, A plan of health coverage must be certified as a
quatified 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 1is 1issued 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
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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) 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
professiconal provided for in 33-22-111:

{a) hospital services;

(b} profesaional services for the diagnosis or
treatment of injuries, illness, or conditions, other than
dental;

{c} use of radium or other radiocactive 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 Dby 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:

(1) drugs reguiring 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 1is provided; or

{viii) care that 1is primarily for custodial or
domiciliary purpeses which would not qualify as eligible

services under medicare.
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(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 o©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 restere 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 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;

(xiiil) 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. Hearing procedure. (1) All hearings shall be
open to the public unless c¢losed 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.

13) The commissioner shall permit toc become a party to

the hearing by intervention, if timely, any person who was
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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
ar-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 perscon's expense, the commissioner
shall cause a full stencgraphic 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 adeguate record of the evidence and of the

proceedings.”

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

MCA, 1S REPEALED.

NEW SECTION. 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
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change the term "soliciter* to "insurance producer™.
NEW SECTION. Section 36. Codification instruction. (1)

[Section 24 23] 1is intended to be ceodified 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 24 23).

(2) [Secticn 25 24] 1is intended to be codified as an
integral part of Title 33, chapter 23, part 1, and the
provisions of Title 33, chapter 23, part 1, apply to
[section 25 24].

(3) [Section 26 25] 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 26 25].

-End-
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SENATE BILL NQO. 16
INTRODUCED BY GAGE

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "“AN ACT TQO GENERALLY REVISE THE
LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB
SERVICE COMPANIES; DIRECTING THE CODE COMMISSIGNER 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, 13-17-603, 331-20-303, 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-i515,

33-22-1516, 33-22-1521, 33-22-37847y 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. (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

f\ { Montana Legistative councit

SB 001l6/02

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

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 Bill 16 (third reading copy
-~ blue).

“~
S1gne J 8
Sig

Representative T, Nelson
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

Insext: "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 reguirements 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 of 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 1% in their entirety
Insert: “Conformity with Montana statutes. The provisicns
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 effectlve
date of this policy.” :

5. Page 53, 1line 20,
Following: line 192

(i/;DOPT ,

T SBO®! 6.
REJECT 711152CW. Hpd

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
provision OR THE EQUIVILANT THERETQ as follows:

"Conformity with &+ete Montana Statutes: Ary—provisien—eaf-
N i el it ££ T 3 . : €13 el

ey e £ . ; NED ) i

such—date—is—herehby—amended—to—conform—eo—ehe-—mimimum
requirements—of aneh—statntess 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."""
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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 TCO GENERALLY REVISE THE
LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB
SERVICE COMPANIES; DIRECTING THE CODE COMMISSIONER TQ CHANGE
ANY REFERENCE TC 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, 31-3-431, 33-7-406, 33-17-102,
33-17-208,

33-17-603, 33-20-303, 33-20-30%, 33-22-229,

33-22-502, 33-22-921, 33-22-923, 33-22-924, 33-22-1501L,

33-22-1504, 33-22-i511, 33-22-1512, 33-22-1513, 33-22-1514,

33-22-1515, 33-22-1616, 33-22-1521, 33-22-3F047y 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. (1) 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 was a

party to the hearing or whose pecuniary Linterests are
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directly and immediately affected by any order o¢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 cn hearing or the refusal of a
hearing. Any request for a stay cf 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 ncotice 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
surpius lines insurance producer, the person taking the
appeal may at his option, in lieu of the disrrict court of
Lewis and Clark Ccunty, take the appeal to the district
court of the county of Montana in which the insurer has its
principai: place of business or the licensee resides.

(2) Upon filing of the notice of appeal, the court has
full jurisdicticon and shall determine whether the Ffiling
operates as a stay of the order or action appealed from.

{3) Withirn 20 days after filing <f the copy cf the

notice of appeal in his cffice, the commissioner shall make

- SB 16
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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
coffice 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-mews as scon 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) BAppeal 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 crder 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:

"33-2-705. 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 commissiconer 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 mnew 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 i+ a life

insurer or written by an insurer other than a 1life insurer

during the preceding calendar year on account of policies

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

—4- SB 16
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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 induscrial
life pelicyholders for payment of premiums direct tc an
office of the insurer, all policy dividends, refunds,
savings, savings coupons, and other similar retutas paid or
credited to policyhalders 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. Consideraticns received on
annuity contracts shall not be included in total direct
premium income and shall not be subject to tax.

(2) Ccoincident with the filing of the rtax report
referred to in subsection (1) above, each such insurer shall
pay to the commissioner a tax upon such ner 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.

55— SB 16
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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 reascnable alleccation from such
entire premium to the fire portion of the coverage as shail
be stated in such report and as may be approved or accepted
by the commissioner.

(4) With respect to authorized insurers the premium fax
provided by this section shall be payment in full and in
liew of all other demands for any and all state, county,
city, distriet, 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 commissicner may suspend or revoke the
cartificate of authority of any insurer which fails to pay
its taxes as reguired under this secticn.

(6) In addition ¢to the penaity provided for in
subsection (5), the commissicner may impcse upon an insurer
who fails to pay the tax required under this secticn a fine

cf 5100 a day for each day the tax remains unpaid past the

dice date or 1% of the amount owed 1n  tax, whichever is
greater.,
(7) The ccmmissicner may by rule provide a guarterly

schedule for payment of perticns of the premium  tax under

-6= SB L6
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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 incorperation (except original
articles of incorporation of domestic insurers as provided
in subsection (1l)(b)) and other charter documents, bylaws,
Einancial 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 INSUFErS .....isesvrcnrcsssressas 5 600.00

{B) foreign inSUrersS .........isss1ctessccenaa-- 600.00

{ii) annual continuation of certificate of autheority
e st esrsresesrts st tesecnanncasaasernccsosecoann-sans 0600.00

(iii} reinstatement of certificate of authority
feessmesenecee s et et et et ae et e as e e 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 .....,.... 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
D L T R L T T T 25.00
{(c) filing bylaws or amendment to bylaws where
FEQUILRA 4 u ittt otnoerseeneaanonssnasssssnsrsennoens 10.00
td) filing annual statement of insurer, other than as
part of application Eor original certificate of authority
L 25.00
(e) insurance producer's license:
(1) application for original license, including
issuance of license, if issued .......eveveennnnnn. . 15.00
{(ii) appointment of insurance producer, each insurer
P e e e s et e s et ettt et st e st aan l0.00
tiii) temporary license ......... e 15.00
(iv) amendment of 1license (excluding additions to
license) or reissuance of master liCenSe ........... 15.08
(£} nonresident insurance producer's license:
(i) application for original

license, including

issuance of license, if iSSUEd +visvvesrensesrsiaess 100,00
(ii) appointment of insurance producer, each insurer

T S T e 10.00

(iii} annual renewal Of 1iCense .....-vnueeevran 10.00

-8- 3B 16
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(iv) amendment of 1license (excluding additions to
license) or reissuance of master license ........... 10.00

{g} examination, if administered by the commissicner,

for license as insurance preoducer, each examination
[ I e Checsemesens st sann 15.00
{h) surplus lines insurance producer license:
(i) application for original license and for issuance
of license, if issued ......stssranpnsereccoccanccnse 50.00
(ii) annual renewal of license ......cvevevevann 50.00
(i) adjuster's license:
(i) application for original license and for issuance
of license, if issued .......cccevecrnncsnrrurrasann 15.00
{ii) annual renewal of license .....ccvcereeccnn 15.00
{3) insurance vending machine license, each machine,
BACh YBAI .....ccitcceaseoncsssnnrssnrsannnn feeseenns 10.00
{k} commissioner's certificate under seal (except when
on certificates of authority or licenses) .iavese-=- 10.00
{1) copies of documents on file in the commissioner's
OEE£iCe, POr PAGE . .i.icenersanrrssssaanasannnnen [P .50
(m) policy forms:
(i) filing each policy form ..... . civicunsnnsnn 25.00
(ii) filing each application, rider, endorsement,
amendment, insert page, schedule of rates, and clarification
of risks et e i e

B 10.00

(iii) maximum charge if policy and all forms submicted
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at one time or resubmitted for approval within 180 days
S £t L

{n) applications for approval of prelicensing education

courses:
(i) reviewing initial application ............. 150.00
(11} pericdic review ......iciiienaniiaiiiiiann. 50.00

(2) The commissioner shall promptly deposit with tne
state treasurer to the credit of the general fund of this
state all fines and penalties, those amounts received
pursuant to 33-2-311, 313-2-70%, 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. HRetaliatory fees, taxes, and other
obligations. (1) When by or pursuant to the 1laws 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 wupon
Mantana insurers or upen  the insurance praducers or

representatives af 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 regquirements,
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 cther
fees, in the aggregate, or fines, penalties, or deposit
requirements or other material obligations, prohibiticons, or
restrictions of whatever kind shall be impesed by the
commissioner upon the insurers or upon the insurance
producers or representatives of such insureras 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 1licensing 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

-il- 5B 16

w N

-

w @ <N o;yw

11
12
13
14
15
16
17
18
13
20
21
22
23
24

25

SB 0016/03

than the department in connection with particular kinds of

insurance octher than property insurance, except that
deductiona from premium taxes or other taxes otherwise
payable allowed on account of real estate or personal
property taxes paid shall be taken into consideraticn 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 mopths after January 1,
1961, whichever date is the later, and may be any cne of the
following states:

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

(ii) that in which 1is 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, 1its
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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Saction §. section 33-3-401, MCA, is amended to read:

®"33-3-401., Home office and records -- penalty for
unlawful removal of records or asseta. (1) Every domestic
insurer shall have and maintain 1its principal place of
business and home office in this state and shall keep
therein complete recocrds of its assets, transactions, and
affairs in accordaance with such methods and systems as are
customary or suitable as to the kind or klnds o©f insurance

transacted. Records of the insurer's operations and other

financial records reasonably related tg 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 (1)
below.

{3) Remcval 2f all or a material part of the records or

assets of a domestic insurer from this stace except pursuant
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to a plan of merger or cecnsolidation approved by the
commissioner under this code cor for such reasonabie 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
commissicner is prohibited. Any person who removes or
attempts to remove such records or assets or such material
part therecof 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 Erom 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 & 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 therecf 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
commissioner may Lnstitute delinguency procesdings against

the insurer pursuant to the provisicns of chapter 2, part

13,

-14~ 5B 16
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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 <¢ther states where necessary oOr
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 1long
as such records and assets are made readily available at
such office for examination by the commissioner at his
regquest;

(b)Y having, depositing, or transmitting funds and
assets of the insurer in or to jurisdictions ocutside ¢f 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)."

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

»33-3-431. Borrowed surplus. (1) A domestic stock or
moutual insurer may berrow 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 not--exceeding--6%—-per
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anmum 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 connectien
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 therecf then unpaid
together with any interest thereon accrued but unpaid.

{3} Any such lecan 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 £iling the insurer
is notified of the commissioner's Jdisapproval 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 eguitable
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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
poertion 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 wunless in advance approved by the
commissioner,

{S) This gection shall not apply to loans obtained by
the insurer in ordinary course of business from banks and
other financial insgtitutions 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--toe-compiy. A-seeiety-negiecting-to-£fite-the-annuat
statement-in-the-form-and-within-the-time-provided--in--thts

part-shati-ferfeit The commissioner may impose a fine upon a

society not to exceed 3100 for each day dering-which-such

negiect-continues;-and;-upon-notice~-by-the--commiasioner--ts
ehat--effeeer——ita-—autherity--to--do-buasiness-in-chia-state

shati-cease-white-sueh-defanit-continues after March 1 that

a society fails to file the annual statement reguired by

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

Section 8. gection 33-17-208, MCA, is amended to read:
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"33-17-208. Prelicensing education - basic
requirement. (1) {(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 subsecticn (3).

(b} A persocn 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 persen applying for licenses to act as an
insurance producer for beth the property, casualty, and
surety areas and the life amd 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 ccmpleted the education in

the ofher state;

{b) seeks a nonresident license, having been licensed
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as an insurance provider in his state of residence for at
leagt 1 year;

{c) seeks a nonresident license and 1is from a state
having a prelicensing education requirement:

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

(e) seeks a tempeorary license under 33-17-216; or

(£) is exempt from examination requirements under
33-17-212453(7)."

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 mav not acr as or hold
himself out to be an administrator in this state wunless 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 cor that the applicant
has had a previocus application for a license deni=d for
cause within 5 years.

{3} The certificate of registration isg renewable
annually on the-date-of-+sswe July 1. A request for renewal
must be accompanied by a renewal fee of $S100.

(4) The certificate ¢f 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 perscnal
and business reputaticen.

(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 agey—-sex; and identity are required
azs a condition to issuing an annuity or pure endowment
contract, cother 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 Fforce during the lifetime of the person or of
each ¢f L. _.rsons as to whom such statements are regquired,
for a period of 2 years from itc 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."

Section 11. section 33-20-395, MCA, is amended to read:
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"33-20-305. Misstatement of age sr-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 sr~sex of the person or perscns 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 osr-sex and that if the insurer shall make or
has made any overpayment ©r Overpayments on account of any
such misstatement, the amount thereof, with interest at the
rate to be specified in the contract but nct 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 provisiona of group policies. Each

such group disability insurance policy shai: deiivered or

iggsued for delivery in this state must contain in substance

the following provisions:

{1) a provision that, in the absence of fraud, alil
statements made by applicants or the policyholder or by an
insured person shall be deemed representaticns and not
warranties and cthat no statement made for the purposge of

effecting insurance shali 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 policyhclder or to such person or his
beneficiary;:

(2) a provision that the insurer will furnish tc che
policyholder for delivery to each employee or member of the
insured group a statement in summary form of the essential
features of rthe insurance ccverage of such employee or
member and to whom benefits thereunder are payable. If
dependents are included in the caverage, cnly one
certificate need be issued for each family unit.

{31) a provision that to the group origirally insured
may be added from time to time eligible new employees or
members or dependents, as the case may be, in accordarce
with the terms of the peolicy.

{4) a provisicn OR THE EQUIVALENT THERETO that reads:

Conformity—~with--seape~-starubess--A-—provision-of-thts

noltcy--that--on--i1ts--effective--dakte--confitcta——with--rhe

stakubes-af-rhe-state-in-which-the-insnred-resides--an——-thae

date~--is--~hearepy-~-~amended---ta--confarm-—te--the--minimum

regquirementas—of-~hose-—statutes: “CONFORMITY WITH MONTANA

STATUTES. THE PROVISIONS OF THIS PQOLICY CONFORM TO TEE

MINIMUM REQUIREZMENTS OF MONTANA LAW AND CONTROL OVER ANY

CONFLICTING

OF ANY STATE IN @HICH THE INSURED

RES

THZ CFPECTIVE DATE OF THIS P0OLICr.""
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Section 13. Section 33-22-%21, 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

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 ciscontinues 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 ot certificate.

{3) If the insured has not satisfied the preexisting
condition limitation under the replaced medicare supplement

policy or certificate, any pericd 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 certifjcate."
Section 14. section 33-22-923, MCA, is amended to read:

"33-22-923. Replacement policy or certificate -

different insurer. {l) If a disability insurer replaces a
medicare supplement policy or cectificate, it may not deny

benefits under the replacing policy or certificate to an

insured wheo 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 1if 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 c¢redited 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 coveiage, evidence of bpenefits provided under the
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previcus policy or certificate, and the gffcctive Azate and
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 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 clasgs; 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 repiaced discontinued policy of
certificate during the period in which an insured was
confined without interruption tc a medical care facility for

treatment . "

Section 16. section 33-22-1501, MCA, is amended to
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razd:
"33-22-1501. Definitions. As wused in this part, the
foliowing definitions apply:

{1) "Association™ means the comprenensive health
association created by 33-22-1503.

{2y "hssociation plan” means a policy of insurance

coverage offered by the association shreugh-the-iead-carrier

THAT 1S __CERTIFIED BY THE ASSOCIATION AS REQUIRED BY

33-22-1521.

{3) “Association pian premium’ means the charge
determined pursuant to 33-22-15i2 for membersnip in  the
association plan based on  the benefits provided in
33-22-1521.

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

(a) 1is a resident of this state and applies Eor
coverage under the asscciation plan; and

{b) unless the individual's eiigibiliry is waived by

the association, within & morths pricr o the date of

applicatrion, has been rejected for disability insurance or
health service benefits by at least tws insurers., societies,
or health service corporations, or has had a restrictive
rider or preexisting conditicns limitation, wnich limitation
is required by at least two insurers, sccisties, or thealth
s€rvice corporations, which has the effecr of sapstantially

reducing coverage from that received Ly a perscn considered
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a standard risk,

{S} "Health service corporation" means a corperation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disabillity 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 o©or more employers, unions, or other organizations
provide to their employees cor members, either directly or
inditectly 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, chapteér 22,

(8) "Lead carrier" means the licensed administrator or
insurer sélécted by the association to administer the
dagsocidtion 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 f£iling of an application.

t1B3-U9uatified--piant--means~-ehese-heatth-nenefic-pians
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cereified-by--the--commiasioner——as-~providing--the--minimon
benefitn--required-by-33-22-1521-s¢-the-actuariai-equivatent
of-those-benefitss

+++¥(10) “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 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 commissicner;
and

{b) a member at large, appointed by the commissioner ro
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 Lo a weighted average vote,
in person or by proxy, based on the association member's

annuai Montana premium volume. However, a board member may

not have more than 50% of the vote.
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{3) Members of the beocard wmay be reimbursed from the
money of the association for expenses ;ﬁéurred 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. (1) Upon
acceptance by the lead carrier under 33-22-1516, an eligible
person may enrcll in the association plan by payment of the
association plan premium to the lead carrier.

{2) MNot 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 1in excess of the costs incurred by the
association in providing reinsurance oOr administrative
services must be held at interest and used by the
association to offset past and future losses due to claims
expenses of Lthe association plan or be allocated to reduce
association plan premiums.

(4} ta} Bach participating member of the asscciation

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 expenges 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 Dbenefits 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:

tay(i} <the association member's total disability
insurance premium received froem or on behalf of Montana
residents divided by:

tb¥{ii} the total disability premium received by all
association members from ar on behalf of Montana residents,

as determined by the commissioner.

{b) For purposes of this subsection {4), “total

disability insurance premium" does not include premiums

received from disability income insurance, credit digability

insurance, disability waiver insurance, ar iife insurance.

(5) The associaticon shall make an annual determinaticn

of each assoc:ation member's liability, if any, ard may make

an  annual fiscai yearend assessment If necessary. The
assogiatien wmav  also, subject 2 the appreval of the
commissioner, provide for  interim assessments against che
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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 wuntil the asscciation’'s next annual Efiscal
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 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 agsessment ajainst 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 vear in which the annual fiscal
vearend or interim assessment is levied. The linsurance
commissioner shall, each year the legislature meets 1o

regular session, on or before January 15, report te the
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legislature the total amount of premium tax offset claimed
by association members during the preceding hiennium.*
Section—19— Section - 33223704~ MO~ -9 —-amended— o
reads
433-23-37847~-Preferred-provider-agreements——avthorizeds
{i¥--Netwithstanding—-any--sther--provision--of--iaw--te-the
contraryr-a-heateh-care-insurer-mays
tay-—enter-into-agreements-with--providers--retating--to
heatth--care--services-~that--may-be-rendered-to-inaureds-or
subseribers-on-whose—-benaif-—the-—-heaith--eare——insurer--is
providing-health-care-coverage;-incinding-preferred-provider
agreaments—-relating-tor
tiy~-the-—-amounts—-an-insured-may-be-charged-for-services
renderedr-and
tii}-the-amount-and-manner-ecf-payment-to--the--previders
and
tb}--issue---ar---administer—-—peoitctes—--or--subscriber
contracta-in~this-state--that--inctude--incentives——far-—-the
insured--to-—-usa-the-services-of-a-previder-that-nas-entered
into-an-agreement-with-the-insurer--pursuant-—to--subsestion
tirtays
t23-—A--preferred-provider-agreement-issued-or-detivered
tn-this-state-may-not--unfairty--deny--heaith--benefita—-for
heaith~care-services-covereds

t3r--Fhis---part-—-dees—-noe--require-——that--aAn--insurer
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fegotiate—-ar--enter--into-——agreements--with--any-—-specifie

providesr——ar--clasas-—of--praviders: Health-care-insurers-—may

pPlace--veasonabie--iimita-—-on—--the——-number--vr-—c¢ianses--—of

preferred--previdersa-that-satisfy-eche-standards-set-forth~-by

the--heaith--care-—-insurers--Howevery—--~iRsurers---may—-—-neét

diseriminace--against--preaviders--on—-the—basis-ef-reiigiony

tacer-calery-nacionat-sriginy-age;-sexy——or--maritat--status

and--shati--select--preferred-providers-primactiv-on-but-not

timited-to-conr-and-avaiinbittty-of-covered-sesvices-and-the

quatity-af-services-performad-by-the-providers<

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

®*33-23-302. Cancellation or alteraticon 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 as--saeh 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 shaiit may not cancel
or_alter the policy se insuring saelh the person or increase
the premium rates ctherecn without £first providing the

insured 60 days' written notice of the iusurer's intentiocn
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to cancel or alter the policy or increase the premium

ractes."

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

"61-12-303. Requirements for 1license. (1) No-iicense

shati-be-issued-by-the The comnmissioner may not igsue a

license to a company until the company has fFiled with him

the following:

{a} a formal application in such form and detail as the
commissioner may reguire, executed under oath by its
president or other prineipal officer:

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

(c} a certified copy of its charter or articles of
incorporaticen and its bylaws, if any ;

(d} a financial statement in such Eorm and detail as
the commissioner may require, executed on oath by its
president or other principal officer;

(e} a certificate from the state-tremsurer 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 corporaticn, that
it has complied with the corpeoration laws of said state.

t2) Ne-iicense-shaii-be-issued-by-the The commissicner

Way a0t 1ssue a license to a ecompary until the comnany has

paid to the commissioner $100 as an annual iicense fes, or

~34~ sB 1ls
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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 sueh the license.

{3) Ne-iieense-shati-be-issued-by-the The commissioner

may not issue a license TO A COMPANY until the company has

satisfied him by such an examination as-he-may-make and sueh

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

discretion, that sweh 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. Deposgits reguired. No--licens~---shaiti--be

granted The commissioner may not grant a license to a

company aa-herein-defined-except-as-hareinaferer-stated until
it has deposited with the state—tressurer commissioner the
aum of $25,000 in caash or in lieu therecf 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 paywment of any fines or penalties
levied against it for [failure to comply with this parts
provideds-Nowevery——that, However, when any companyy--as
rerein--defined;-shaii-prove proves to the commissioner that
it has been in continuous, active operaticn in the state Zcr

a period of more than the preceding 5 years tmmedzatety-tase
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pasté 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,

ne—-suehr THE COMMISSIONER MAY NOT REQUIRE a cash deposit or

bond shati-be is-net required while sueh the company remains
in mueh that condition. The feregotng cash deposit or bond
is not reguired-im-any-instance-as a penalty, but is for the
protection of the public only."
Section 22;k5ection 61-12-305, MCA, is amended to read:
*61-12-305. Exprratron Continuance of license., Bvery

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

license fee required wunder 61-12-303, each license xssued

hereunder-shati-expire-annuatiy-sn-Jangary-i--of--each--year

anteas--seoner continues in force as long as the company is

entitled to the license under this part or until the license

is revoked, eor suspended, as--hereinafter--previded or

otherwise terminated."

NEW SECTION., Section 23. policy provisions —
conformity with state statutes. Each policy requlated by

this part must contain a provision OR THE EQUIVALENT THERETOQ

as follows:
Conformrty--with--state-—-statutess--A--previsicn-of-this

potiey-—-that--en-—-ita--affestive-—deate——confiicts-——with--the
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statutes--of--the-state-tn-whiech-the-insured-resides-on-that
date--is——herehy—-amended-—to---confarm-——-ro--—the-~--mintmum

teguirementa--pf-—those-—statutess "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 performed in

this state must contain a provision QR THE EQUIVALENT

THERETO as follows:
Eonfoarmity-——with-—-state--statutes-—-A--provisten-sf-this
poiicy--that—-en--its-—-effective—-date—-confitees--with--the
Statutes-of-the—state-in-which-the-insured-restdea——on--that
dare---ts---hareby---amended---ta--conform--to-—-the--minimum

requirements-of-those——statutess "CONFORMITY WITH MONTANA

STATUTES. THE PROVIGIONS 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 GR AFTER THE EFFECTIVE DATE OF THIS POLICY."

NEW SECTION. Section 2B. Property insurance policy --
conformity with state statutes. A property insurance policy
relative to a risk resident, locatred, or to be performed in

this state must contain a provision OR__THE EQUIVALENT
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THERETO as follows:
confermity-with-state-—statutess-—A--provisron--of--this
poticy-—that-~on-—its--effective--date——confiices—-with--the
seatubtea-——pf-—the-asate-in-which-the-insured-resides-on-that
date--ia--hereby--amended--to--—conform—--to-—--the——-minimam

requirements--of--these——statutess “CONFORMITY WITH MONTANA

STATUTES, THE PROVISIONS OF THIS POLICY CONFCRM TOC THE

MINIMUM REQUIREMENTS OF MONTANA LAW AND CONTROL OVER ANY

CONFLICTING STATUTES OF ANY STATE 1IN WHICH THE INSURED

RESIDES ON OR AFTER THE EFFECTIVE DATE OF THIS POLICY."

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

"33-17-102. Definitions. As used in this title, the
following definitions apply:

{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
benalf of the insurer. The term does not include a:

ta) licensed atteorney who is qualified to practice law
in this state;

(b} salaried employee of an insurer or ¢f a managing
genreral agent; or

{¢y  licensed insurance producer who adjists or assisc

th

1o adjustment of icsses arising under policies ssued by the
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insurer.

{2) "Adjuster license" means a document issued by the
commissicner that authorizes a person to act as an adjuster.

{3} (a) "Administrator" means a person who collects
charges or premiums from residents of this state in
connection with 1life, disabllity, 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 subsidiaries of affiliated
corporations of the employer;

{ii) @ 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
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

>
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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 501(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(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 adijust or settle claims; or

(xi) a person who adjusts or settles claime in the
nermal course of his practice or employment as ani attorney
and who does not collect charges or premiums in connection
with life or disability insurance or annuities.

{4) “Administrator Llicense" means a document iszued by
the commissioner that authorizes a person to act as an

administrator.

(5) "Consultant" means a person who for a fee exam.nes,
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1 appraises, reviews, or evaluates an insurance policy, 1 business of the insurer in this state or in any other state,
2 annuity, or pension contract, plan, or program or who makes 2 including the authority to contract with an insurance
3 recommendations or gives advice on an insurance policy, 3 producer for the insurer and terminate those contracts.

4 annuity, or pension contract, plan, or program. 4 {b) does not mean a customer service representative.

5 (6) ™"Consultant license" means a document issued by the 5 For purposes of this definition, a ‘"customer service

6 commissioner that authorizes a person to act as an insurance 6 representative” means & salaried employee of an insurance

7 consultant. 7 producer who assists and is responsible to the insurance

8 (7) "Controlled business" means insurance procured or 8 producer.

9 to be procured by or through a person upon the life, person, 9 (10) "License" means a document issued by the
ig0 property, or risks of himself, his spouse, his employer, or 10 commissioner that authorizes a person to act as an insurance
11 his business, 11 producer for the kinds of insurance specified in the
12 (8) "Individual® means a private or natural persen, as 12 document. The license itself does not create  actual,
13 distinguished from a partnership. corporation, or 13 apparent, or inherent authority in the holder to represent
14 association. 14 ke “émmﬁt an insurer to a binding Aagreement.

15 {9) *“Insurance producer", except as provided in 15 {11) "Person" means  an individual, partnership,

16 33-17-103: 18 corporation, asscciation, or other legal entity.

17 {a) means: 17 {12) "Public adjuster" means an adjuster employed by and
18 (i) a person who solicits, negotiates, effects, 18 representing the interests of the insured.”

13 procures, delivers, renews, coftinues, or binds: 19 SECTION 27. SECTION 33-22-1511, MCA, IS AMENDED TO
20 {A) policies of insurance for risks residing, located, 29 READ:

21 or ta be performed in this state; or 21 33-22-1511. Minimum benefits of association plan. The

22 {B) membership contracts as defined in 33-30-101: 22 association through the association plan shall coffer a
23 (ii) a managing general agent. For purposes of this 23 poticy that provides at least the benefits of-a-quaitifiad
24 definitiaon, a "managing gererai agent" is5 a perscn who, on g pian-as required Sv 33-22-1521."

25 behalf of an insurer, exercises general supervision over the . SECTION 28. secmioN 33-22-1512, MCA, IS _ AMENDED _TO
-41- SB 16
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1 READ: 1 assoctation-ptan--Fhe-sommisatener-shati-preseribe—-hy-—-rule
2 ®33-22-1512. Asscciation plan premium. The association 2 the-time-and-manner-cf-the-submissions
3 shall establish the schedule of premiums to be charged 3 t23{1l) GUpon--the-—commissitoneris-apprevat-of-the-poticy
4 eligible persons for membership in the association plan. The 4 £farms-and-contracts-subnitted; ~the-association-shaii--seiect
5 schedule of premiums may not be less than 150% or more than 5 potitctes—-and--contractes——by--a--member——or--members—-cf-the
[ 400% of the average premium rates charged bv the five 6 associarisn—to-be--the--association--ptans The associatien
7 Iargest insurers with the 1largest premium amount of 7 shall select one lead carrier to issue the quatrifred-pians
[ individual esuaiified--pitan plans of major medical insurance 8 association plan. The board of directors of the association
9 in force in this state. The premium rates of the five 9 shall prepare appropriate specifications and bid forms and
y 10 insurers used to establish the premium rates for each type 10 may solicit bids from 1licensed administrators and the
; 11 of coverage cffered by the association must be determined by 11 members of the association for the purpose of selecting the
12 the commissioner from information provided annually by all 12 lead carrier. The selection of the lead carrier must be
13 insurers at the request of the commissioner. FThe-informatien 13 based upon criteria established by the board of directors.
14 reéquested--must-—tnctude--the--number--of-quatified-piana-or 14 €3y(2) The lead carrier shall perform all
15 acktuariat-equivateant-pians--effered-- by--each--insurers—-the 15 administrative and claims payment Ffunctions required by this
16 rates—-charged--by-the-insurer-for-each-type-cf-ptan-affered 16 section upon the commissioner's approval of the policy forms
17 by-the-insurer;-and-any-other-infarmation--the--commissiener 17 and contracts submitted, The 1lead carrier shall provide
18 considers-neeessarys The association shall utilize generally 18 these services for a pericd of at least 3 years, unless a
19 acceptable actuarial principles and structurally compatible 19 request to terminate is approved by the association and the
20 rates."” ) 20 commissioner. The association and the commissioner shall
21 SECTION 29. SECTION 33-22-1514, MCA, IS AMENDED TO 21 approve or deny a request to terminate within 90 days of its
32 READ : 22 receipt. A failure to make a final decision on a reguest to
23 “33-23-1514. Administration of association plan =- 23 terminate within the specified period is considered an
24 ruies. {ij--Any-member—of-the-association-may-submit-ta-the 24 approval. The association shall invite submissions of policy
25 commissioner-—polieies——es—-be--propesed--to--serve--as-—the 25 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 agsociation shall follow the procedure provided
in subsection ¢2} (1) in selecting a lead carrier for the
subseguent 3-year period or, if a request to terminate is
approved, on or before the end of the 3-year period.

t4¥({3) 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 cobtained
through the association.

t5¥(4) 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 tc be contained in the
repcrt prier to the effective date of the association plan.

t6¥(5) 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?+(6) The lead carrier must be reimbursed from the
association plan premiums received for its jirect dnd

indirect expenses. Direct and indirect expenses include a
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prorated reimbursement for the porticon 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 angd
indirect expenses may not include costs directly related to
the original submission of policy forms prior to selection
as the lead carrier.

t8¥{7) The lead carrier is, when carrying out its
duties under this part, an independent contractor for the
association and is individually 1liable for its actions,

subject to the laws ¢f this state.”

SECTION 30. speTION 33-22-1515, MCA, IS  AMENDED TO

READ:

733-22-1515. Solicitation of eligible persons. {1} The
association, pursuant tac a plan approved by the
commissioner, shall disseminate appropriate information to
the residents of this state regarding the existence of the
associlation plan and the means of enrollment. Means of
communication wmay include use of the press, radio, and
television, as well as publicaricn in appropriate state

affices and peiblicacions.

{2} The association shall devise and implement means of
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maintaining public awareness of this part and shall
administer this part in a manner which Efacilitates public
participation in the association plan.

{3) All licensed disability insurance producers may
engage in the selling or marketing of guatified the
association pians plan. The lead carrier 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 by 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 associaticn plan, requirements for

being accepted in it, and the procedure for applying to it."

SECTION 31. SECTION _33-22-1516, MCA, IS AMENDED TO

READ:

“33-22-1516. Enrcllment 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) rthe 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:;

{¢) 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.

t2) 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 fcrward
the eligible person a notice c¢f 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 cor Ltreated 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 peolicy during the year

immediately preceding the filing of an application and whose

cancellaricn date was within 30 days prior to the_ date of

submission of a certificate of eligibility to the iead
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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. sSECTION  33-22-1521, MCA, 1S AMENDED TO

READ:

"33-22-1521. Quatified Association plan -- wminimum
benefits. A plan of health coverage must be certified as a
quatified 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
pelicy is issued in this state, and meets or exceeds the
following minimum standards:

t4) The minimum benefits for an 1nsurea muUsST, Su€cCl
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 lifetime benefit, but such maximums may
nct be less than $100,000,

(2) Covered expenses must be the usual and customary
charges for the Efollowing services and articles when

prescribed by a physiclan or other licensed health care
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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 radicactive materials;

(d) oxygen;

(e} anesthetics;

(f) diagnostic x-rays and laboratory tests, except as
specifically provided in subsection (3);

(g} services of a physical thaerapist;

{h} <transportation provided by 1licensed 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 ar in connection with TMJ;

{j} rental or purchase of medical egquipment, 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 azticles
specified in this section do not include:
-50- 5B 16
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{i) drugs requiring a physician's prescription;

(i) sérvices of a nursing home;

(iii) home and office calls, except as specifically
provided in subgection (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 labeoratory
charges in each l4-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 gservice is provided; or

{viii) care that 1is 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 dc 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 payablé under another policy of disability insurance or
ﬁedicare:

. {ii) treatment for cosmetic purpcses other than surgery

for the repair or treatment of an injury or congenital
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bodily defect to restere 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 rcom 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;

(ix) routine well baby care;

(x) complications to a newborn, unless no cother scurce
of coverage is available;

(xi) sterilization or reversal cof sterilization;

(xii) abortion, wunless 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 emoticnal well-being of an insured;

{xiv) artificial insemination or treatment for
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infertility; or
{xv) breast augmentation or reduction.,”

SECTION 33. SECTION 313-1-704, MCA, IS AMENDED TO READ:

"33-1-704. BEearing 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 witnhesses, 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 commissicner shall permit tc become a party to
the nhearing 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-evidence 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 nearing and at that person's expense, che commissioner

shail cause a full stenographic recard of the proceedings o
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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 commissioner’'s record of the
hearing. If so transcribed, a copy ¢f such stencgraphic
record shall be furnished te 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, 1S AMENDED TO READ:

*33-22-229. Conformity with state statutes. There must

be a provision or the eguivalent thereto as follows:

"Conformity with Seate-Skatuares Montana statutes: Any

proviston--of—-this-policy-which-cn-tca-effective-date-ita-in
confitet-wicth-the-sratutes-of-the-acaca-in-which-ehe-insured
resides-on-such-date-is—hereby-amandad--to--contform--to--the

mrnimam—-requirements-——of--such--seatveess The provisions of

this policy conform tc the minimum reguirements of Montana

law and control over any conflicting statutes of any state

in which the insured resides on or after the effective date

ef this policy.

NEW SEcTION. SECTION 35. REPZALER. SECTION 33-22-1522,

MCA, IS5 REPEALED.

NEW SECTION. Section 36. Name change -- short Form

-54-
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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 1is directed to
change the term "solicitor” to "insurance producer”.

NEW SECTION. Section 37. codification instruction. (1)
[Section 24 23] is intended to be codified as an integral
part of Title 33, chapter 20, parts 11 and 12, and the
provisions of Title 33, chapter 20, parts 1 and 12, apply to
[section 24 23],

(2} [Section 25 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 1, apply to
[section #5 241}.

(3) [Section 26 25] 1is intenced 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 26 25].

-End-
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Free Conference Committee April 23,
on Senate Bill No. 14
Report No. 1, April 23, 1991

1991
Page 2 of 2

Page 1 of 2
And that this Free Conference Committee report be adopted.

HMr. President and Mr. Speaker:

We, your Free Conference Committee on Senate Bill No. 16, wmet,
considered and recommend that Senate Bill No. 16 (reference
copy - salmon} be amended as follows:
For the Senate: For the House:

1. Title, line 11. £§§%ﬁjzia\;17€
Strike: "33-7-406,"

‘Chair, Sen,’'Kennedy

2, Page 9, line 2.
Strike: "10.00"
Insert: “15.006"

3. Page 17, lines 14 through 24.
Strike:. section 7 in its entirety
Renumber: subsegquent sections

4. Page S5, line 6.
Strike; "23"
Insert: "22"

5. Page 55, line 9.
Strike: “237
Insert: "22"

6. Page 55, line 10.
Strike: “247
Insert: “23°7

7. Page 55, line 13.
Strike: "“24"
Insert: "23"

8. Page 656, line 14.
Strike: "25"

Insert: "z24¢" /4j_> >

! 45
hrf’ll/ Conrd,
9. PFage 5%, line 17.
strikes "25" . 3}53,3{/{;\59
Insert: "24" Sec, of Sen
Fecer ™1
ADOPT
Y4

871151CC.S531

REJECT 871151CC.5]31
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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 1IN THE MONTANA CODE
ANNOTATED; AMENDING SECTIONS 33-1-704, 33-1-711, ~33~2-705,
33-2~708, 33-2-709, 33-3-401, 33-3-431, 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, 33-22-924, 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, 33-23-302, 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 MONTAHNA:

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 Erom 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 commissicner's refusal to grant a hearing, appeal from the

order on hearing or the refusal of a hearing, Any request for a

ZK (Monma idgistative Cuncr
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stay of the commissioner's order must be made within B0 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
netice 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 eption, 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) Upen 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 =¢ which a hearing was
refused, the commissiener shall, wichin the 20-day period, make

and return to the court a full and complete transecript, duly

—-2- 5B 1la
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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--neve 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.

(S) 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 taxen to the supreme court from the
judgment of the district court as in other c¢ivil 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 upen 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:

“33-2-705. Report on premiums and other consideration -- tax.

1) Each authorized insurgr and each formerly authorized insurer
wlth respect to premiums so received wnile an authorized insurer

in =h:is state shall file with the commissioner, on or before March
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1 each year, a report in form as prescribed by the commissioner
showing total direct premium income, including policy, membership,
and other Eees, premiums paid by application of dividends,
refunds, savings, savings coupons, and similar returns or credits
to payment of premiums Ffor 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 o©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,
cesident, or to be performed in Montana, with proper proportionate
allocation of premium as to such property, subjects, aor 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 c¢oupons, and other similar returns paid or
credited to policyholders with respect to such pelicies. As to
title insurance, “premium" includes the total charge feor such
iasuranca. No deduction shall be made of the cash surrender values

of policies. Considerations received on annuity contracts shall

-4 SB 16
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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 the rate of
2 1/4%.

(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. 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 demaads 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 aof
authaority of any insurer which £fails ©2 pay its taxes as reguired

under this saection.
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{6) In addition to the penalty provided for in subsection
(5), the commissicner 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. {1} Except as provided in
33-17-212(2), the commissioner shall collect in advance and the
persons served shall pay to the commiss}oner the following fees:

(a) certificates of authority:

(1) for filing applications for original certificates of
authority, articles of incorporation (except original articles of
incocrporation of domestic insurers as provided in subsection
(1)(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) domestilc INSULLLS ..-vewcoceneoa fraas e e eeeee $ 600.00
(B) foreign inSurers ... .eeeveveonn e 600.00
{i1) annual continuation of certificate of autheority . 600.00
{iii) reinstatement of certificate of authority ..... ' 25.00

-6~ SA 18
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(iv) amendment of certificate of authority ........... 50.00

{b) articles of incorporation:

(i) £filing original articles of incorperation of a domestic
insurer, exclusive of fees required to be paid by the corporation
to the secretary of Stale ...vvuiiesrrrrrarrrsenatsaranssss 20.00

(ii} filing amendment of articles of inceorporation, domestic
and foreign insurers, exclusive of fees required to be paid to the
secretary of state by a domestic corporatien ........ ceees 25.0G0

{c) £iling bylaws or amendment to bylaws where required
e e v it ieesseseese st aaan e, e e 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 ............ Carreesana chesenatananaaans 15.00
(ii) appointment of insurance producer, each insurer . 16.00
(iii) temporary license ....... Ceeiscecncannanannnn .o 15.00

(iv) amendment of license {(excluding additions to license) or
reissuance of master license ................ tsetmsmusncenee 15.00
{f£) nonresident insurance producer's license:

{i) application for original license, including issuance of

license, if issued .......cccc.ovae. P reeenn Vaveresseeavee. 100,00
(ii) appointment of insurance producer, each insurer . 10.00
{iii) annual renewal ©f license .......c.ecueiinceessas 10.00

{iv) amendment of license (excluding additions to license) or

7= - SB 16
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reissuance of master license ........... Creeseessena +8<-988 15,00

{g) examinaticn, 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 ......v.vennrinnnrcnnenacannanss EEEEEE 50.00
(ii) annual renewal of license ......ccveaaea ......;.. 50.00
(i} adjuster's license:
{i) application for original license and for issuance of
license, if issued ........ Hh ettt s s aaur s 15.00
(ii) annual renewal of license .....ieeiceevececences cens 15.00
(j) insurance vending machine license, each machine, each
YBAT s vnevrvatnrnescnssrssssatssreaensns I 10.00
(k) commissioner‘s certificate under seal (except when on
certificates of authority or licenses) ............... e 10.00
{1} copies of documents on file in the commissioner's office,
PEr PAGE ... ..veenann e m e raa e casenana P e e e .50
(m) policy forms:
(1) filing each policy FOrM ,..i.irvstneersvonnnanasenn 25,00
(ii) filing each application, rider, endorsement, amendment,
insert page, schedule of rates, and clarification of risks
R R T Cee st erreesesares et s 10,00
(iil) 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 ......cc.iciuiicuieinnioccnnneanane 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,
33-2-7G5, 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, taxes, and other obligations.
{1} When by or pursuant to the laws cof 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 requirements, or other
obligations, prohibitions, or restrictions directly imposed upon
similar insurers or upon the insurance producers ar

representatives af such insurers of such cther state or country

—g- SB 16
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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 depcsit requirements or other material obligations,
prohibitions, or restricticons of whatever kind shall be impcsed 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 cbligation imposed by any city,
county, or other pelitical 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 particular kinds of insurance other than property
insurance, except that deductions Ffrom 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 derermining ¢the propriety and extent of
retaliatory acticn under this saction.

[(3) (a) For the purpcses of this section the domicile of an

-1i0- SB 16
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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 1, 1961, whichever date 1is 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 1is 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."

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

%33-3-401. 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 aze customary or suitable as to the kind or kinds

of insurance transacted. Records of the insurer's operations and

occher financial records reasonably related £o 1ts insurance

operations for the preceding- § 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 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 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
remaoves 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 viclation
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 oOr Doy

both such fine and impriscnment in the discretion of the courc:.
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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 records or
assets in violation of this secticn, 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 33-2-504{3)."

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

=13~ SB 16
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"33~-3~-431. Borrowed surplus. {1y 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 not-exceeding-6%-per-annum at a rate no greater than the

rate established in 25-9-20%, 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 c¢onnection 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 foctnote thereto the
amount therecf then unpaid together with any interest thereon
accrued but unpaid.

{3) Any such loan to a mutual insurer shall be subject tc 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 the
terms of the loan agreement are not fair and equitable ta the
parties, and to other similar lenders, if any, to the insurer, or
that the information so filed by the insurer is inadegquate.

(4) Any such lcan to a mutual insurer or substantial portion
therecf shall be repaid by the insurer when no lenger 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.

{9) 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. Secticn 33-17-208, MCA, is amended to read:

“33-17-208. Preliceasing education -- basic requirement.
{1) (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 tc act as an .insurance
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producer for 1life 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 perscon 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:

{d) seeks to reinstate a license lapsed for less than 2
years;

(e) seeks a temporary license under 33-17-216; or

(Ey 1is exempt from examination requirements under
33-17-21245%(7)."

Section 8. Section 33-17-603, MCA, is amended to read:

"33-17-603. Certificzte of registration. {1) Except as
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provided in 33-17-604, a person may not act as or hold himself out
toc be an administrator in this state unless he holds a certificate
of registration as an administracer.

{2) An application for a certificate of registration must Dbe
accompanied by a fee of $100. The commissioner shall issue the
certificate unless he finds that the applicant is not competent,
trustworthy, Einancially 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 con
the--date—-of-—-tssue 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 vioclated 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 9. Section 33-20-303, MCA, is amended to read:

»33-20-303. Incontestability. If any statements other than
those relating tc ager——sexy and identirty are reguired as a

condition td issuing an annuity or pure endowment contract, ather
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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 «hom 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 aceidental means.”

Section 10. 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 reversiocnary, survivorship, or
group anpuity, 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 se-sex and that if the insurer shall
make or has made any oveérpayment or overpayments on accocunt 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 bv the insurer under tne contract.”

Section 1ll. Section 33-22-502, MCA, is amended to read:
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"33-22-502. Required provisions of group policies. Each aueh

group disability insurance policy shait delivered or issued for

delivery in this state must contain in substance the following

pravisions:

(1) a provision that, in the absence of fraud, all statements
made by applicants or the pelicyheolder or by an insured person
shall be deemed representations and not warranties and that no
statement made for the purpose of effecting insurance shall awvoid
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 policyhclder or te such
person or his beneficiary:

(2} a provision that the insurer will £furnish to the
policyholder for delivery tco 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, conly one certificate need be issued for
each family unit.

(3) a provision that to the group originally insured may be
added fraom time to time eligible new employees or members or
dependents, as the case may be, in accordance with the terms of
the policy.

t34) a prowvision or the equivalent therezg that rzads:

“Conformity with Montana statutes. The provisiens of tnis
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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 33-22-521, MCA, is amended tc read:

"33-22-921. Discontinuance or nonrenewal -- alternate policy
or certificate -— same insurer. (1) If a disability insurer
discontinues or dces 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 3) days after the termination of the replaced
policy or certificate.

(2) A disability insurer who discontinues or doces 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)y If the insured has not satisfied the preexisting
condition limitation under the replaced medicare supplement palicy
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.”
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 vcondition 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 peolicy or certificate.
(2} An insurer who replaces a medicare supplement policy or

certificate shall base its premium for the replacement policy

kIR

certificate on the rates currently in place Ffor that policy
certificate.

{3y IE 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
sr certificate, and the effective date and the date of termination

cf coverage under the previous policy or certificate.”
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Section 14. Section 33-22-924, MCA, is amended to read:

"33-22-924. Renewal requirement. (1) If a person pays a
renewal premium on the darte it is due or within 31 days after it
is due, an insurer may not refuse to renew a medicare supplement
policy or certificate 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 or

certificate may not affect a claim that arose under the repimced
discontinued policy or certificate during the period in which an
insured was confined without interruption te a medical care
facility for treatment."”

Section 15. Section 33-22-1501, MCA, is amended to read:

"33-22-150). Definitions. As used in this part, the following
definitions apply:

{1) M"Association" means the comprehensive health association
created by 13-22-1503.

{2) "Association plan" means a policy of insurance coverage
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offered by the asscciation ¢ekeough--the--tead--carrier that is

certified by the asscciation as reguired by 33-22-1521.

{3) T"Association plan premium" means the charge determined
pursuant to 33-22-1512 for wmembership in the association plan
based on the benefits provided in 33-22-1521,

(4) “Eligible perscn" means an indiwidual who:

{a) is a resident of this state and applies £for coverage
under the association plan; and

(b) unless the iadividual'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, whicn 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 corperation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disability insurance.

(&) "Insurance arrangement"” meang any plan, program,
contract, or other arrangement toc the extent not exempt from
inclusion by virtue of tne provisions of the federal Employee
Retirement Income Securicy Act ¢f 1974 under which <ne or more

emplovers, 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 associatien plan has received
medical attention during the 5 years immediately preceding the
filing of an application.

t10y-tGumtified--pitan-—-means——ehose--heatth---banefit-—-~pians
certified--by--che-~commisatoner-as-providing-the-minimum-benefits
requtrad-by--33-22-1521--or-—the--actuariat--egquiveient--of--those
benafitar

£33 (10) “Society” means a fraternal benefit society operating
pursuant to Title 33, chapter 7, and offering or selling
certificates of disability insurance."

Secticn 16. Sectipn 33-22-1504, MCA, is amended to read:

'33v22—1504L Association board of directors -— organization.
(1) There is a board of directars of the association, consisting
2f eight :ndividuals:

tay one from each of the seven participating members of the
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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
ceptesent the public interest, who shall serve in an advisory
capacity only.

{2} Each of the seven board members representing the
assocliation 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 wvote.

{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 becard of directors must be
borne by participating members of the associatien in accerdance
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 carrier under 33-22-1516, an eligible
person may enroll in the association plan by payment of the
assocliarion plan premium to the lead carrier.

(2) HNot 1less than 88% of the associaticn plan premiums paid
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to the lead carrier may be used to pay claims and not more than
12% may be wused 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 reiﬁsurance ar 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) ({a) EBach participating member of the association shall
share the losses due to claims expenses of the asscciation 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
thact 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:

tay(i) the association member's total disability insurance

premium received from or on behalf of Montana residents divided

by;
tB¥{ii) the total disability premium received by all
association members from or on behall <f Moncana residents, as

determined by the commissioner.
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{b) Por purposes of this subsection (4), "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 asscciation 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 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 assoclation 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 this section, would not
axceed $10.

{6} Any annual fiscal yearend or interim assessment levied
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against an association member may be offset, in an amount egual to
the assessment paid to the associatlion, 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 policy -- increase

of premium rates -- sixty days' wrikten 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 as-such
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 regligence, or performance of
services without consent shati may not cancel or _alter the policy
3o insuring suech the person or increase the premium rates thereon
Wwithout first providing the insured 60 days' written notice of the
insurer's intention to cancel or alter the policy or increase the
premium rates."
Secticn 19. Section 61-12-303, MCA, is amended to read:

“61-12-303. Requirements for license. (1) Ne-iicense-shaii-be
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tssued--by--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 ocath by its president or
other principal cfficer; -

(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 ocath by 1its president or
other prinecipal officer:

(e} a certificate from the state-treasurer 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;

{£) a certificate from the corporation commissioner of the
state of Montana, in the event it he a corporation, that it has
complied with the corporation laws of said state,

(2) No--iteense-—shati--be-issued-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 saeh the
license.

(3} Re--iicense--shati--be-issued-by-the The commissioner may

not issue a license to a company until the company has satisfied
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him by sueh an examination as-he-may-make and sueh evidence as-he

the commissioner may reguire, in his discretion, that auweh the

company has complied with the laws of the state of Montana and
that its management is trustworthy and competent."
Section 20. Section £1-12-304, MCA, is amended to read:
"61-12-304. Deposits required. No-license--shari--be—-granted

The commissioner wmay not grant a license to a company as-herein

defined-except-as—hereinafrer-scated until it has deposited with
the state-treasurer 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 parts
providedy--hewevers;-—-that. However, when any companyr—es-herein
defined;-shail-prove proves to the commissioner that it has been
in continuous, active operation in the state for a period of more
than the preceding S years immediatetry-iast-paat and has a paid
membership of mare 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, ne--sueh the commissioner may not reguire a cash

deposit or bond shaii-be required while sueh the company remains

in  sweh that condition. The faresqeing cash deposit or bond is not
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required-in-any-tnatance-as a penalty, but is for the protection
of the public anly.”
Section 21. Section 61-12-305, MCA, is amended to read:
*61-12-305. Exp:raticn Continuance of license, Bvery Subject

to payment by January 1 of each year of the annual license fee

reguired under 61-12-303, each license issued-hereunder-shaili

expitre—annuatiy-on-Fanuary-i-of-each-year—-untess—-sooner continues

in force as long as the company is entitled tc the license under

this part or until the license 1is revoked, or suspended, as

heretnafter-pravided or otherwise terminated.”

Section 22. Policy provisions —— conformity with state
statutes. Each policy regulated by this part must contain a
provision or the eguivalent theretc 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 23. Casualty insurance policy -- conformity with
state statutes. A casualty insurance policy relative to a risk
resident, located, or toc 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."
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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 theretc 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. As used in this title, the
following definitions apply:

(1y "Adjuster" means a person who, on behalf of the insurer,
£or 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 1in
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.
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(3) (a) "Administrator® means a person who collects charges
or premiums Erom residents of this state in connection with life,
disability. property, or casualty insurance or annuities eor wheo
adjusts or settles claims on such coverage.

(b) The term does not mean:

(i} an emplaver on behalf of 1ts employees or on behalf of
the employees of one or more subsidiaries of affiliated
corpeorations of the employer;

(ii) a union on behalf of its members;

(iii) (A) an 1insurer 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;

(ivy 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 regpect 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 501(a) of the
Internal Revenue Code or the trustees and employees of the trust;

(viii) a custocdian acting pursuant to a custeodian account that

meets the requirements of section 401(f) 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 cecllects premjums or charges from its credit card holders wha
have authorized it to do so, if the company does not adjust or
settle claims; or

(xi) a person who adjusts or settles c¢laims in the normal
course of his practice or employment as an attorney and who does
not collect charges or premiums 1in connection with 1life or
disability insurance or annuities.

{4} "Administrator 1license” means a document issued by the
commissioner that authorizes a person tc act as an administrator.

(%) "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 pelicy, 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" means a private or natural person, as
distinguished from a partnership, corporation, or assocciation.

(9) "Insurance producer”, except as provided in 33-17-103:

{a) means:

(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

(R} membership contracts as defined in 33-30-101;

{ii} a managing general ageng. 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 conktract with an insurance producer for the 1insurer
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:

"33-22-1511. Minimum benefits of association plan. The
association through the association plan shall offer a poliecy that
provides at least the benefits of-a-qualtified-pian-as required by
33-22-1521."

Section 27, Section 33-22-1512, MCA, is amended to read:

®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 iarges¢ insurers with the largest

premium amount of individual qualified-ptan 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 commissiocner. Phe--infermatron--reguested--must
tnetude--the——~number--of--gquatified--pians-or-actuarial-equivatent
prans-offered-by-each-insurer;-the-rates-charged--by--the-—insurer
far--eash--type--of--pian--cffered--by--the-insurer;-and-any-other
informarion-the-commissioner-constders-neceasaryr 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. {4
Any-member-of-the--asssetatten—may--submit--to--che--commissionar
pelicies—-to--he--proposed--to--serve-as-the-asseciation-pians--The
commissiconer-shati-preseribe-by-ruie-the-time-and--manner——-of--the
submissiont

+2¥{1) Hpoan——the--ecemmisaionerts-approvat-of-the-potiey-forms
and-centracta-submitted;-the-asscciation-shatri-seieer-poticies—and
eontracts-by-a-member—or-members-of--the--associntion--te--be--the
association-pians The association shall select one lead carrier to

issue the qualified-plans association plan. The bocard of directors

of the association shall prepare appropriate specifications and
bid forms and may solicit bids from 1licensed administrators and
the members o©of the associaticn 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.

£33(2) 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 1least 3 vyears, unless a request to terminate is
approved by the association and the commissioner. The assocliation
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 associarion, including the
lead carrier, 6 months prior to the expiration of each 3-year
period. The association shall follow the procedure provided in
subsecrion t2% (1) in selecting a lead carrier for the subsequent
J-year pericd or, if a request to rerminate isg approved, on or
before the end of the 3-year period.

t43{3) The lead carrier shall provide all eligible persons
involved in the association plan an individual certificate setting
Eorth a statement as to the insurance protection to which the
perscn is entitled, the method and place of filing ¢laims, and to
whom benefits are payable. The certificate must indicate that
coverage was obtained through the association.

t57{4) The lead carrier shall submit tc the association and
the commissicner 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 Jdate ¢t the associaticn plan.

t6¥{5) 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#+(6) The 1lead carrier must be reimbursed from the
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associaticn 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.

¢t8%{7) The lead carrier is, when carrying out its duties
under this part, an independent contractor for the association and
is individually 1liable for its actions, subject to the laws of
this state.”

Section 2%. Section 33-22-1515, MCA, is amended to read:

*331-22-1515. Sollcitation of eligible persons. (1) 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 asscociation 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
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this part in a manner which facilitates public participation in
the association plan.

{3) All licensed disability insurance producers may engage in
the selling or marketing of quatifred the association plans 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 te by the lead carrier Ffrom 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:

fa] 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 gpouse and children, if
any, 1f they are to be insured:

{c}) written evidence that he fulfills all of the elements of
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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 ({1l) 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 pursuwant 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 coentinuous
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. gQuatified Association plan —— minimum benefits.
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R plan of health coverage must bhe certified as a gquaiified
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:

{1) The minimum benefits for an insured must, subject to the
other provisions of this section, be equal to at least BO% 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 nat 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 cther 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) wuse of radium or other radiocactive materials;

(d) oxygen;

{e) anesthetics;

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

specifically provided in subsection (3):
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{g) services of a physical therapist;

(h) transportaticn 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 connecticn with the extraction or repair of teeth
or in connection with TMJ;

(3j) tental or purchase of medical eguipment, 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 prescriptien;

(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 eguipment, except
as specifically provided in subsection (2);

(v) the first 520 of diagnostic x-ray and laboratory charges
in each l4-day period;

{vi) oral surgery, except as gpecifically provided in
subsection (2);

(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 empluyment 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 cother 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
candition;

{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 15 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 bocard 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, wunless the 1life of the mother would be
endangered if the fetus were carried to term;

{xiiti) weight modification or modificaticn of the body to
improve the mental or emotional well-being of an insured;

{xiv) artificial insemination or treatment for infertility; or

(xv} breast angmentation or reduction."

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 reascnable 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 commissicner 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 he
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

evidence need not be observed at any hearing, but the rules of

evidence must be chserved,

(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 requesr and expense of such other party. If no
stenographic record is made or transcribed, the commissioner shall
prepare an adeguate record of the evidence and of the
proceedings."

Section 33. Section 33-22-229, MCA, is amended to read:

%33-22-229. Conformity with state statutes. There must be a

provision or the equivalent thereto as follows:

"Conformity with State--—-Statutes Montana statutes: Any

provision-of-this-~potiey--which~-on-—-its--effective-—date——is--in
confliet--with--the--statuces--af—-the--state-in-which-the—insnred

resides—;n—:uch~date-is-hereby—amended—te—conéorn-te--the-—minimum
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requirements--af--snch--stacutess 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 lnsured

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 33-7-51%, 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 produacer".

Section 36. Codificaticon instruction. (1} [Sectiecn 22} 1is
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 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 1, apply to {section 23],

{3) [Section 24] is intended to be ccdified as an integral
part of Title 33, chapter 24, part 1, and the provisions of Title

33, chapter 24, part !, apply to [section 24].
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