
MINUTES OF THE XEETING 
BUSINESS G INDUSTRY COI.ILJIITTEE 

MONTANA S'i'ATE SENATE 

7'hc meeting of the Business and Industry Conunittee was called 
to order by Chairman Frank Hazelbakcr on the above date in 
Roo3 404 of the State Capitol Building at 1 O : O O  a.m. 

ROLL CALL: All members were present with the exception of 
Senator Dover and Senator Peterson who were excused. 

HOUSE BILL 827: Representative John Scully, sponsor of HB 887, 
explained the bill to the Comnittee. This bill generally revises 
the laws relating to the regulation of insurance companies. Under 
the bill, real estate is allowed as part of a reserve deposit. 

Representative Scully distributed some proposed amenzments to 
House Bill 887. These proposed amendments are attached to the 
minutes. Representative Scully told the Comnittee that these 
amendments are definitely necessary. 

PROPONENTS OF H9USE BILL 887: Plr .  Herb Richards frox Bozemen, 
Montana, representing Life of Montana Insurance Co., stated they 
are in support of HB 887. Mr. Richards told the Cornittee that 
two other insurance companies in Montana also support the bill. 
They are Glacier Life of Bozeman, Montana, and Montana National 
Life of Eiliings, Montana. 

OPPONENTS - OF HOUSE BILL 287: Mr. Terry Keagher from the Insurance 
Department, stated they oppose the original bill. They do, however, 
supgort the amendments which Mr. scully distributed to-the Cormittee 
Mr. Ibleagher suggested another amendment for language clarification. 
This amendment is on page 13, linc 5 of the proposed anendments-- 
followiilg "of" insert "all". M r .  Meagher stated that with the 
amendments the Insurance Department would have no further objection 
to the bill. 

Mr. Les Loble, I T ,  of Helena, Montana, representing the Pmerican 
Council of Life Insurance, stated they oppose HE 887. 

Senator Mike Anderson, representing himself, stated he is neither 
an oppGnent nor a proponent of the bill. He to1.d the Committee 
that most of the states where the major insurance companies are 
located have some very liberal language on the books. He stated 
there is a critical need for the product to be l j - q u i d .  Currently 
we have a good real estate market, but if there is a tightening 
up of the market, there may he some problems. 

Xr. Ed Shcehy, Jr. of Helena, Montana, rci~rcsenting thd Mont~na 
Association of Life Underwriters, stated they are in opposition 
to House Bill 887. Their conccrn in this blll is not only 
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i n v e s t m e n t s ,  b u t  a l s o  t h e  r e s e r v e  r e y u i ~ - e m e n t s  f o r  d o ~ . e s t i c  
i n s u r e r s .  M r .  Sheehy s t a t e d  t h a t  a n o t h e r  m a t t e r  t h a t  s h o u l d  be 
c o n s i d e r e d  i s  t h e  q u e s t i o n  on how t h i s  b i l l  was h a n d l e d  i n  t h e  I 
Xause.  H e  f u r t h e r  s t a t e d  t h a t  i f  t h i s  b i l l  were t o  b e  e n a c t e d  4 
t h e r e  may b e  some q u e s t i o n  of  r i g h t  o f  p a r t j - c i p a t i o n .  H e  t o l d  t h e  
C o r m i t t e e  i t  m i g h t  be w o r t h w h i l e  c o n s i d c r i : ~ g  h o l d i n g  t h i s  b i l l  u n t i l  
the n e x t  l e g i s l a t i v e  s e s s i o n .  I 
K e ~ r e s e n t a t i v e  S c u l l y  made c l o s i n g  r e m a r k s  t o  t h e  Cornn i t t ee .  H e  
s t a t e ?  t h a t  h e  f e l t  t h e  b i l l  was e n a c t e d  p r o p e r l y  i n  t h e  House.  
Y e  t o l d  t h e  C o n n i t t e e  t h a t  l a n d  and  p r e c i o u s  n e t a l s  h a v e  b e e n  the 
b e s t  i n v e s t m e n t s  l a t e l y .  H e  hoped t h a t  t h e  C o m i t t e e  would a c t  

1 
f a v o r a b l y  on  t h e  b i l l .  1 
T h e r e  was a  q u e s t i o n  and  answer  p e r i o d  f rom t h e  Commit tee .  
Chairman H a z e l b a k e r  a s k e d  E r .  P y f e r  i f  i t  would b e  p o s s j b l e  t o  
have  t h e  p r o p o s e d  amendments piugged i n t o  t h e  b i l l  s o  t h e  C o r m i t t e e  
c o u l d  s t u d y  i t  more e a s i l y .  M r .  P y f e r  stated t h a t  t h i s  would be 

I 
p o s s i b l e  and  h e  would t r y  t o  s 2 e  t h a t  i t  was r e s d y  f o r  the m 3 e t i ~ g  
on T u e s d a y ,  March 2 0 .  I 
Chairman H a z e l b a k e r  a s k e d  I 4 r .  Meagher i f  t h e  i n s u r a n c e  Dspar  t r e n t  
was i n  s u p p o r t  o f  t h e  amendments. Mr. Meayher s t a t e d  t h h t  t h e  
Depa r tmen t  was i n  s u p p o r t  o f  t h e  amendments.  

1 
S e n a t o r  Goodover q u e s t i o n e d  t h e  a ~ e n d m e n t  on page  1 9 ,  l i n e  7 ,  wh ich  
g o e s  b a c k  t o  t h e  o r i g i n a l  1 0 % .  M r .  Meagher s t a t e d  it had bcen  
?roofed w i t h  t h e  o r i g i n a l  c o d e .  

T h e r e  w e r e  no  o t h e r  q u e s t i o n s .  Chairman H a z e l b a k e r  c l o s e d  t h e  
h e a r i n g  on HE 8 8 7 .  

I 
ADJOURN: There b e i n g  no  f u r t h e r  b u s i n e s s ,  the  meeting a d j o u r n e d  
a t  1 0 : 4 0  a.m. 
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Title, l i n e s  4 t h r o u g h  8 
E 'ol low~:lg:  " A N  ACT T3" 
S t r i k e :  r e m i n d e l -  of 1 m e s  4 t h r o u g h  8  i n  t h e i r  e n t i r e t y  
I n s e r t  : "REVISE CERTAIN 'LAWS RELATING TO THE PEGULATION OF INSUmNCE 

CCi*IPAlJIES; A!.'EIJDIIiG SECTIONS 33-2-501; 33-2-531; 33-2-822; 
33-2-130; =ID 33-2-832, M.C.A. 

Page  4 ,  l i n e s  2 t h r o u g h  5 
S t r i . k e :  S u b s e c t i c n  (11) i n  i t s  e n t i r e t y  

- I n s e r t :  (11)  e l e c t r o n i c  d a t a  p r o c e s s i n g  ecpipment  i f  t h e  c o s t  o f  s u c h  
equipment  i s  a t  l e a s t  $100,030, which c o s t  sha1.i b e  a ~ o r t i z e d  i n  
f u l l  o v e r  a p e r i o d  o f  n o t  t o  exceed  t e n  c a l e n d a r  y e a r s ;  p r o v i d e d  
f u r t h e r ,  however, w i t h  r e g a r d  t o  l i f e  i n s u r e r s ,  t h a t  s u c h  equipment  
s h a l l  b e  a l lowed  as a n  asset i f  t h e  c o s t  of s u c h  e q u i p m t  is  a t  
l e a s t  $25,000, which c o s t  s h a l l  b e  a m o r t i z e d  i n  f u l l  o v e r  a period 
o f  n o t  t o  exceed f i v e  c a l e n d a r  yea . r s ,  and p r o v i d e d  t h a t  i n  t h i s  
l a t t e r  c a s e  t h e  amount o f  s u c h  a s s e t  a l l o w e d  s h a l l  n o t  exceed o n e  
p e r c e n t  o f  t h e  t o t a l  o f  t h e  o t h e r  a l l o w a b l e  a s s e t s  of t h e  i n s u r e r ;  

Fage  4 ,  l i n e s  6 t h r o u g h  1 9  
S t r i k e :  S u b s e c t i o n  12 i n  i t s  e n t i r e t y  
Renuriber : S u b s e c t i o n s  (13)  and  (1.4) a s  s u b s e c t i o n s  ( 1 2 )  a n d  ( 1 3 )  

Paqe 4 ,  l i n e  20 
S t r i k e :  S e c t i o n  2  i n  i t s  e n t i r e t y  
R e n - h e r  : A l l  s u b s e q d e n t  s e c t i o n s  

Page 7 ,  l i n e  2  
S t r i k e :  t h e  p e r i o d  f o l l o w i n g  t h e  word " c h a p t e r "  p l u s  t h e  b a l a n c e  o f  

s u b s e c t i o n  4 i n  i t s  e n t i r e t y  
I n s e r t :  , e x c e p t  t h a t  s e c u r i t i e s  a c q u i r e d  under  33-2-829 s h a l l  n o t  

b e  e l i g i b l e  f o r  d e p o s i t .  

Page 7 ,  l i n e  16  
S t r i k e :  l ine 1 6  
I n s e r t :  (5 )  R e a l  e s t a t e  mor tgage  l o a n s ,  c h a t t e l  

Page  7 ,  l i n e  22 
I n s e r t  : A d d i t i o n a l  s e m t m c e ,  i n  p l a c e  cf s t r i c k e n  s e n t e n c e ,  a s  f o l l o w s :  

I f  t h e  i n s u r e r  u s e s  r ea l  e s t a t e  a c q u i r e d  u n d e r  S e c t i o n  
33-2-832 a s  a d e p o s i t ,  t h e n  a deed  o f  t r u s t ,  mor tgage ,  
o r  o t h e r  i n s t r u m e n t  s u f f i c i e n t  t o  convey a  s e c ~ r i t y  
i n t e r e s t  i n  s u c h  r e a l  es ta te ,  i n  a  f o m  a c c e p t a b l e  t o  
t h e  c o m i s s i o n e r ,  shall be c o a p l e t e d  i n  Sue  form and r e c o r d e d  
p r i o r  t o  b e i n g  d e - p s i t e d  with t h e  c o m i s s i o n e r .  

Page  8 ,  l i n e  6 
S t r i k e :  S e c t i o n  4 i n  i t s  e n t i r e t y  
R e n d e r :  A l l  subsequen t  s e c t i o n s  

Page 9,  l i n e  5 
t S t r i k e :  S e c t i o n  5  i n  i t s  e n t i r e t y  

Renurber  : A l l  subsequen t  s e c t i o n s  



Pzge L i ,  1 irie 7 
S t r i k e :  S e c t i o n  6 ~n i t s  e n t i r e t y  
Renuntber : T i l l  subsequei i t  s e c t i o n s  

Pace 11, l i n e  2 5  
Strike: S e c t i o n  7 i n  i t s  e n t i r e t y  
Ren lxbcr  : A l l  subsequen t  s e c t i o n s  

Page 1 3 ,  l i n e  2 
S t r i k e :  lines 2,  3 and 4 i n  t h e i r  e n t i r e t y  
I n s e r t :  p u r p a s e s  o f  t h i s  s e c t i o n ,  a  " s u b s i d i a r y "  i s  a  c o r p ~ r a t i o n  

i n  which t h e  i n s u r e r  owns a  m a j o r i t y  o f  t h e  o u t s t a x d i n g  
s h a r e s  o f  v o t i n g  s t o c k .  

Page 1 3 ,  l i n e  5 
S t r i k e :  S e c t i o n  9 i n  i t s  e n t i r e t y  
Renumber : A l l  s u b s e q u e n t  s e c t i o n s  

Page 1 5 ,  l i n e  6 
S t r i k e :  ". o r  i n ~ r o v e m e n t s  under  c o n s t r u c t i o n .  

Page 1 5 ,  l in?  8 
Fo l lowing :  " s i t u a t e d .  " 
S t r i k e :  R e s t  o f  l ine  8 and l i n e s  9 t h r o u g h  3.4 

Page 1 6 ,  l i n e  1 2  
S t r i k e :  S u b s e c t i o n  ( 5 )  r n  i t s  e n t i r e t y  
I n s e r t :  ( 5 )  No s u c h  mortgage l o a n  made or a c q u i r e d  by a n  I n s u r e r  

which i s  a p a r t i c i p a t i o n  o r  2 p a r t  o f  a s e r i e s  o r  i s s u e  
s e c u r e d  by t h e  same mortgage o r  deed  of t r u s t  s h a l l  be a 
l z w f u l  i n v e s t m e n t  under  t h i s  s e c t i o n  u n l e s s  t h e  c r i t i r e  
series o r  i s s u e  which i s  s e c u r e d  by t h e  same rnorr53q.e o r  
d e e d  o f  t r u s t  i s  h e l d  by s u c h  i n s u r e r  o r  u n l e s s  tk.e i n s u r e r  
h o l d s  a s e n i o r  p a r t i c i p a t i o n  i n  s u c h  mor tgage  o r  deed o f  
t r u s t ,  g i v i n g  it s u b s t a n t i a l l y  t h e  r i g h t s  o f  a  f l r s t  nort- 
gagee .  

Page l a ,  l ine  2 1  
F o l l o w i n g  : " o t h e r w i s e t '  
S t r i k e :  l i n e  21  t h r o u g h  "kkere5er" on l i n e  2  on p a g e  1 9  
I n s e r t :  " o t h e r  than r e a l  e s t a t e  t o  b e  u s e d  p r i m a r i l y  f o r  a g r ~ c u l t u r a l ,  

r a n c h ,  min ing ,  development  o f  o i l  o r  m i n e r a l  r e s c u r c e s ,  
r e c r e a t i o n a l ,  amusement, o r  c l u b  p u r p o s e s ,  a c q u i r c d  as  an  
i n v e s t m e n t  f o r  t h e  p r o d u c t i o n  o f  i n c o n e  o r  a c q u i r e d  t o  b c  
improved o r  deve loped  f o r  s u c h  i n v e s t m e n t  p u r p o s e s  p u r s u a n t  
t o  a n  e x i s t i n g  program t h e r e f o r . "  

Page 1.9, l i n e  7 
S t r i k e :  1 5 %  
Fol lowing:  "exceed ing"  
I n s 3 r t :  5 % 

Fol lowing :  "exceed ing  " 

P a g e  19 ,  l i n e  21  
S t r i k e :  2 5% 
F o l l o w i n c :  "exceed" 
I n ' i c r t :  1 0 %  
F o i l o ; ~ i . n c  : "exceed" 
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I N  RE: HE 887 Amendments 

A f t e r  g i v i n g  e f f e c t  t o  t h e  proposed amendments t o  HB 887, i t  w i l l  h a v e  t h e  
e f f e c t  o f  making t h e  f o l l o w i n g  changes  i n  t h e  I.lontanr? I n s u r a n c e  Code: 

1. E l e c t r o n i c  d a t a  p r o c e s s i n g  equipment i s  s l i g h t l y  r e d e f i n e d  and w i l l  b e  a n  
a d m i s s i b l e  asset i f  t h e  t o t a l  i n v e s t n e n t  t h e r c i n  by a l i f e  j n s u r e r  i s  a t  1e.xst- 
$25 ,000  o r  by a c a s u a l t y  i n s u r e r  i s  a t  l e a s t  $100,000;  b u t  w i t h  r e g a r d  t o  a l i f e  
i n s u r e r  w i t h  a n  o v e r a l l  l i m i t  on t h e  amount o f  s u c h  i n v e s t ~ e n t  i n  e l e c t r o n i c  d a t a  
p r o c e s s i n g  equipment  which i s  a d m i s s i b l e  a s  a n  a s s e t  o f  1% of  t h e  t o t a l  of all 
o i h e r  a d m i s s i b l e  a s s e t s  and  f u r t h e r  w i t h  +_he p r o v i s i o n  t h a t  t h e  equ ipment  p u r c b s s e  
b e  d e p r e c i a t e d  o v e r  a l i f e  of n o t  more t h a n  f i v e  y e a r s .  

2 .  Two changes  a r e  made t o  S e c t i o n  33-2-531 which r c l s t e s  t o  t h e  r e q u i r e m e n t  t h a t  ' 

doinest ic  l i f e  i n s u r e r s  d e p o s i t  100% of t h e i r  res-rves w i t h  t h e  c o n m i s s i o n e r ,  
as f o l l o w s :  I 
A .  A l l  a d n i s s i b l e  assets a r e  now t o  b e  a c c s p t a b l e  f o r  d e p o s i t ,  and  a t  t h e  

s a n e  v a l u e  a s  t h a t  a t  which t h e y  a r e  a d m i s s i b l e ,  w i t h  t h e  so1.e e x c e p t i o n  
remain ing  b e i n g  t h a t  a s s e t s  a c q u i r e d  under  S e c t i o n  33-2-829 r e l a t i c g  t o  
l l m i ~ c e l l a n e ~ u ~  i n v e s t m e n t s "  w i l l  s t i l l  n o t  be a c c e p t a b l e  f o r  d e p o s i t  
under  S e c t i o n  33-2-531. 1 

E.  I f  r e a l  e s t a t e  i s  t o  be  d e p o s i t e d ,  i t  w i l l  nGW be  p o s s i b l e  t o  acco inp l i sh  
t h i s  by convey ing  t o  t h e  cominissioner h i s  s e c u r i t y  i n t e r e s t  i n  t h e  p r o p e r t y  
by means o f  any l e g a l  i n s t r u i n e n t  which i s  a c c e p t a b l e  t o  him. ( P r i o r  law 
p e r m i t t e d  t h e  u s e  o f  - oi* a deed of t r u s t .  ) 

I 
3 .  Two changes  w i l l  b e  made i n  S e c t i o n  33-2-822 r e l a t i n g  t o  i n v e s t m e n t  i n  s t o c k s  

o f  s u b s i d i a r i e s ,  as foll .ows : 

I 
A.  The t e r m  " s u b s i d i a r y "  now w i l l  be d e f i n e d  a s  a c o r p o r a t i o n  i n  which  a 

m a j o r i t y  o f  b o t h  t h e  o u t s t a n d i n g  s t o c k  and t h e  v o t i n g  power i s  h e l d  ( p r i o r  
1 

l aw r e q u i r e d  i t  To be wholly-owned). 

P,. The l i m i t a t i o n  on i n v e s t m e n t s  under  t h i s  s e c t i o n  w i l l  be  1 0 %  o f  t h e  i n v e s t i n g  
i n s u r e r ' s  a d m i s s i b l e  a s s e t s  ( p r e s e n t  J a n  d e f i n e s  t h e  l i m i t  a s  t h e  t o t a l  

I 
amount o f  t h e  i n v e s t i n g  i n s u r e r ' s  s u r p l u s ) .  I 

4. I n s u r e r s  w i l l  b e  p e r m i t t e d  t o  l e n d ,  on t h e  s e c u r i t y  o f  m o r t g a g e s  o r  c o n t r a c t s  f o r  
d e e d ,  up t o  902 o f  t h e  a p p r a i s e d  v a l u e  of s i n g l e - f a m i l y  or  two-family  r e s i d e n t i a l  
p r o p e r t y  and u? t o  80X of  t h z  a p p r a i s e d  v a l u e  of a l l  o t h e r  p r o p e r t y  ( p r e s e n t  
l i m i t s  a r e  75% and  66 2 /32  r e s p e c t i v e j y ) .  
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T h e  f o l l o w i n g  changes  w h i c h  appeared i n  HB 887 a s  i n t r o d u c e d  have ,  a t  t h e  
r e q u e s t  of t h e  i n s u r a n c e  c o r m i s s i o n e r ,  been d e l e t e d  by means o f  t h e  anendments  
proposed:  

1. I n c l u s i o n  i n  t h e  d e f i n i t i o n  of a d m i s s i b l e  a s s e t s  o f  t h e  i n s u r e r ' s  i n v e s t m e n t  
i n  f u r n i t u r e  and  equipment n e c e s s a r y  f o r  t h e  conduc t  o f  i t s  b u s i n e s s  w i t h  a 
l i m i t  of  1% o f  o t h e r w i s e  a d m i s s i b l e  a s s e t s .  

2. A s p e c i f i c  p r o v i s i o n  p e m i t t i n g  a n  i n s u r e r  t o  acquire i t s  own s h a r e s  f o r  t h e  
purpose  o f  r e t i r i n g  s u c h  s h a r e s  ( t h i s  nay  be p e r m i s s i b l e  under  p r e s e n t  l aw b u t  
i t  i s  u n c l e a r ,  i n  o u r  v iew) .  

3 .  D e l e t i o n  o f  a 20%-of-admissib1.e-assets l i m i t  on t h e  company's i n v e s t m e n t  i n  
s e , c u r i t i e s  c l a s s i f i e d  a s  " i n d u s t r i a l  and m i s c e l l a n e o u s " .  

4 .  Reooval o f  t h e  p r e s e n t  r equ i rement  t h a t  a COT-%on s t o c k  have  a f i v e - y e a r  d i v i d e n d  
h i s t o r y  b e f o r e  i t  i s  a p e r n i s s i b l e  i n v e s t m e n t  f o r  a n  i n s u r e r  and t h e  s u b s t i t u t i o n  
t h e r e f o r  of a " p r u d e n t  inves tment"  r e q u i r e m e n t .  

5. S e p a r a t i o n  o f  i n v e s t m e n t s  i n  i n s u r a n c e  s t o c k s  and s t o c k s  of s u b s i d i a r i e s  i n t o  
s e p a r a t e  c a t e g o r i e s  f o r  l i m i t a t i o n  p u r p o s e s ,  e a c h  w i t h  i t s  own 10%-of -admiss ib le -  
a s s e t s  l i n i t .  

6. T h e  u s e  o f  t h e  t e rm " e f f e c t i v e  c o n t r o l "  i n  d e f i n i n g  t h e  t e r m  " s u b s i d i a r y "  ( t h i s  
i s  b e i n g  changed t o  a  " m a j o r i t y  c o n t r o l "  t y p e  o f  d e f i n i t i o n ) .  

7 .  k r e w r i t e  o f  S e c t i o n  33-2-829 r e l a t i n g  t o  " m i ~ s c e l l a n e o u s  i n v e s t m e n t s " .  

8. An e x p a n s i o n  o f  t h e  d e f i r i i t i o n  of "improved r e a l  estate" i n  which a n  i n v e s t o r  
mzy i n v e s t  i t s  f u n d s  s o  t h a t  t h e  d e f i n i t i o n  would i n c l u d e  improvements u n d e r  
c o n s t r u c t i o n  ( r a t h e r  t h a n  improvements a l r e a d y  compl.eted) and s o  t h a t  improve- 
Gents  c o u l d  b e  r a d e  on one p a r c e l  of l a n d  whlch b e n e f i c e d  a development  p r o j e c t  
on a n o t h e r  p a r c e l  which a b u t t e d  t h e  f i r s t  p a r c e l .  

9 .  D e l e t i o n  o f  t h e  wording i n  the present  law which  e f f e c t i v e l y  p r o h i b i t s  an i n s u r e r  
from i n v e s t i n g  i n  mortgage l o a n  p a r t i c i p a t i o n s  ( t h i s  change  would h a v e  p e r m i t t e d  
an i n s u r e r  t o  j o i n  w i t h  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  i n  f i n a n c i n g  improvement 
p r o j e c t s  o f  s u c h  s i z e  t h a t  t h e  i n s u r e r  i t s e l f ,  by o p e r a t i o n  o f  l a w  o r  j u s t  good 
b u s i n e s s  judgment,  would n o t  be  a b l e  t o  make t h e  e n t i r e  l o a n ) .  

1 0 .  Renoval o f  t h e  p r o h i b i t i o n  i n  p r e 3 e n t  1a.g a g a i n s t  t h e  a c q u i s i t i o n  a s  r e a l  e s r a t e  
h e l d  f o r  i n v e s t m e n t  by a n  i n s u r e r  of " r ea l  e s t a t e  t o  b e  used  p r i m a r i l y  f o r  
a g r i c u l t u r a l ,  r a n c h ,  n i n i n g ,  devc~lopment o f  o r e  o r  m i n e r a l  r e s o u r c e s ,  r e c r e a t i o n a l ,  
anus rment ,  o r  c l u b  purposes" .  

11. An i n c r e a s e  i n  t h e  l i m i t a t i o n  on p e r m i s s i b l e  i n v e s t ~ e n t s  i n  t h e  c a t e g o r y  of " r e a l  
e s t a t e  a c q u i r e d  f o r  inves tment"  from 57, of a s s e t s  t o  1.5% of  a s s e t s .  

12 .  A n  i n c r e a s e  i n  t h e  o v c r a l l  l i n i t  on a l l  t y p e s  o f  r e a l  e s t a t e  h o l d i n g s  from 10% o f  
a s s e ~ s  t o  25% of  a s s e t s .  
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