MINUTES OF THE MEETING
BUSINESS & INDUSTRY COMMITTEE
MONTANA STATE SENATE

March 20, 19793

The meeting of the Business and Industry Committee was called
to order by Chairman Frank Hazelbaker on the above date in
Room 404 of the State Capitol Building at 10:00 a.m.

ROLL CALL: All members were present.

HOUSE BILL 566: Representative John Vincent, sponscr of HB 566,
explained the bill to the Committee. This bill related to the
operation of real estate mortgage loan reserve funds that are set
up to provide for payment of property taxes, insurance premiums,
and other expenses.

Representative Vincent presented some amendments to the Committee.
These proposed amendments are attached to the minutes. The amend-
ments take the part requiring interest on escrow accounts out. The
reason this was taken out was that both the banks and the Savings

& Loan institutions were worried about this provision. Representative
Vincent also stated that they had provided him with information on
what other states were doing. Representative Vincent stated that
this would be difficult to administer if it was not deleted. He
feels that this bill has merit with the deletion. It limits the
amount of money that can be kept in escrow. Section 5 requires that
a record of reserve fund be sent once a year to the homeowner.
Representative Vincent told the Committee he would appreciate
consideration of House Bill 566 as amended.

PROPONENTS OF HOUSE BILL 566: Mr. Harold Pitts of Helena,
representing the Montana Bankers Associatiocn, stated they support
the bill as amended.

Mr. Ross Cannon of Helena, representing Montana Savings & Loan
League, stated they support HB 566 with the amendments.

OPPONENTS OF HOUSE BILL 566: No opponents to HB 566 were present
at the hearing.

QUESTIONS FROM THE COMMITTEE: Senator Blaylock asked how much was
being carried in escrow 1n these institutions.

Mr. Pitts stated that no survey had been taken, but it would be a
sizeable amount.

Senator Regan asked the bankers if they could come in with figures
if they were necessary.

Mr. John Cadby, representing the Montana Bankers Association, stated
there are a number of complicating factors to collecting this type of
information.
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Representative Vincent stated that he didn't think it reguired a ‘
legislative study.

Mr. Pitts stated that the information could not be gottén in 24
hours.

Chairman Hazelbaker wondered if there would be any trouble with
FHA and VA in making these reports. Mr. Pitts stated that he
wasn't sure you could regulate the federal agencies.

Mr. Cadby stated that if you remove the incentive to hold reserves,
you will have more problems with coliection. He told the Committes
they would be happy to provide information on research done in
other states if they wanted it.

Senator Goodover asked if it was required to have a reserve account.
Mr. David Brown, representing the lst National Bank in Helena,
stated that it was required if it was a VA or FHA loan. Otherwise
it was not required unless the individu;l bank reguired it.

Senator Regan asked the bankers about coming in next scession with
a bill that would be workable.

Mr. Brown stated that they have been burdened by tax notices and
tax relief from the Homestead Tax Relief Law. He told the Committee
that Billings has had a horrendous problem of tax collecting.

Senator Goodover asked how often a bank exceeds the 110 percent
under current practices. Mr. Brown stated that it should not
exceed that.

Mr. Harold Pitts stated they really consider this a service.
Chairman Hazelbaker closed the hearing on House Bill 566.

Printouts of House Bill 887 with the proposed amendments included
were distributed to the Committee. Chairman Hazelbaker asked

Mr. Pyfer if he had checked the amendments. Mr. Pyfer stated that
he had checked them over and they appeared to be in order.

Mr. Terry Meagher from the Insurance Department went over the
changes in the bill by the proposed amendments. The changess are
as follows:

1. Page 4, line 6. Life insurance only will now be allowed
to invest in EDP eguipment that costs at least $25,000.

2. Page 7, line 11. With regard to custodial deposits that

a life insurer must have with the commissioner. Line 11 striking
common stock placed in that deposit may be valued only to the
extent of 50% of its market value.
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Their proposal strikes this 50% rc;qircment which would allow
them to value at 100% of its market value for deposit purposes.

Line 19. For the purposes of this custodial depuuAL, life
insurers presently may only use real estace which is for
the purpose of their home office and their proposal strikes
that requirement and allows them to use for the deposit any
real estate eligible as an admitted asset.

3. Page 13, line 14. Their proposal would allow an insurer
to invest 10% of its assets in a subsidiary. Presently this
investment 1is limited to an insurer's surplus. That also
changed the requirement that a subsidiary be wholly owned
to the definition whereby the insurer would own a majority

., 0f the outstanding shares of all voting stock.

4. Page 16, lines 8 and 11. This increases the permissible
mortgage value on commercial real property to 803 from 2/3
and on one or two family residential property units to 90%
from 3/4.

The rest of the amendments strike the propos
the original bill. This amendment reinserts
0f the present original insurance code.

DISPOSITION OF HOUSE BILL 887: Senator Dover moved the proposed
amendments Do Pass. The Committee voted unanimously to adopnt the
preposed amendments.

Senator Lowe moved that HB 887 Be Concurred In as so amended.
Senator Goodover seconded the motion. The Committee voted
unanimously that HOUSE BILL 887 EE CONCURRED IN AS SO AMENDED.

Senator Hazelbaker will carry House Bill 887 on the floor.

DISPOSITION OF HOUSE BILL 566: Senator Goodover moved the proposed
amendments to HB 566 be adopted. Senator Lowe seconded the motion.
The Committee adopted the proposed amendments to HB 566. Senator
Hager and Senator Regan were the only "no" votes on the motion.

enator Lowe moved that HB 566 Be Concurred In as so amended.
-enator Dover seconded the motion. The Committee voted unanimous Y
hat HOUSE BILL 566 RBE CONCURRED 1IN AS SO AMENDED.

Senator Lowe will carry House Bill 566 on the floor.

ADJOURN: There being no further busin=ss, the meeting was adjourned
at 10:55 a.m.
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Senator Frank Hazelbaker, Chairman
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SENATE BUSINESS AND INDUSTRY COMMITTEE
ARENDMENTS TO H.B. 566

We your SENATE COMMITTEE on BUSINESS AND INDUSTRY having had under
consideration HOUSE BILL 566, recommend:

That the same be amended in the title, page 1, line 5, following
the words "institutions to" by deleting the phrase "credit interest
earned" and inserting in lieu thereof the phrase "render annual
statements"; and

quther amend the bil1l in the title at Tine 6, page 1, following
the word "funds", by deleting the phrase "tec the reserve fund and” and
insert a comma; and

Further amend the bill in the title at line 7, page 1, by striking
the period and inserting a comma and insert "and provide an effective

' dete."; and

Further amend the bill by striking Sections 3 and 4 in their

entirety and renumbering Section 5 as Section 3; and

Further amend renumbered Section 3 {presently Section 5) on

page 2 at line 11 by striking the comma following the term "fund" and
inserting in lieu thereof the term "and"; and

Further amend renumbered Section 3 (presently Section 5) at lines

12 and 13 by striking the comma and the balance of the sentence following
tne word "fund" on line 12 and inserting a period in Tieu thereof; and
Further amend renumbered Section 3 (presently Section 5),

H

page 2 at line 14 following phrase "mail a" by deleting the phrase
"copy of such record" and inserting in lieu thereof the phrase "statement
of total receipts and disbursements"; and
. Add a new section commencing on line 1f to read "Section 4.
A

Effective Date. This act shall take effect on January 1, 12700."; and

A5 amended, House 8111 566 be concurred in.
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32—2-834e—33~2-8867 -~ 332225 ~FHREZ5; 33~2-8227 33-2-829¢

33-2~330y AND 33-2-53Z2s HLALY

BE IV EmMACTED R8Y THE LEGISLATURE OF THE STATt COF HONTAMS

e

Szctiocn 1s =ction 33-2-501s #HLAe i35 amended to read:

Y32-2-5031e Assets alliowede In any determination of thsz

w
3
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V]
3

financial conditie

[{3]

Nnsuy

v+ thers shall be allowed 3s
ass2ts only such assets as are owned hy tne insdrer and
wiich consist ©

(i} <cash in the possession of +the insurer of in
transit under its control enc inciuding the trus balance of
any dJdeposit in 2 solvent bank or trust cempanys;

{2} investmentss S2curitiess prenertiaese  2nd  Ioans
acquired or held in accerdance «wiith +tnis cede and in
copnnection therewith the following items:

{a) interest dus cor accrued on any bond or evidence of
indebtedness which is not in default and which 15 not valued
on 2 basis including accrued inter2sts

{b) jeclared and unpaid dividands on stock and shares
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unless such amount as otherwise been allowed &5 an  asset;

{c) interest due or accrued wpon a cellataral lean in
zn anicunt not to excesd 1 year®s intarest thereons;

(d) interest due or accrued on deposits in  scivent
panks and +{rust companies and interest due or accrued on
other assetss if such interest is in the judgment of the
comaissioner a3 cclliectable asset;

(e} interest due or accrued on & wmortaage loasn in an

amount not exceading in any evani the awounte if 3nys of the

Y

~ess of the value of the proparty la2ss  delinquent taxes

oK

-

theraon over ths unpz2id principsls. In no event shall
interest accrued for 2 pericd in excass of 12 months b=

2liowed as an asszte.
(f) rent due or accrued on ra2al property if sucn rent

-

is not 1o arrears for more than 3 wonths and rent mors  than

-

3 months In arreers if th

w

payment of such rent be
adeguetely secured by property nz2id in the name of the
tenant and conveyed to the insurer as cellatersl;

{g the unsccrued portion of taxes paid prior to the

(3)y premiun notessy policy lcanse: and other policy

assa2ts and liens on policies and certificates of life
insurance and annutity contracts and accru=2d interest

thzrzone in an amount not 2xcea:ding the legal resery
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cther policy liabilities carried on 2a3ch individual policy;
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(5} premiums in the csurse of coliections other than
for 1ife insurances not mor2 than 3 months oast duee lass
comniséions payable thereons The foregoing -limitation shall

pply to premituss payable directly or indirectly by ths
2d States government or by any of its instrumentalitiszsse
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(7} notes and 1ike writien obligations not past due.

it

taken for premivas othar than 1if2 Insuraznce oremiumse  on

colicies pzraitted to De issued on such basisse to the extent

of the unearnsd premium resarvas carriad thareons

{3} the full amount of reinsyrancs racoverabie by &8
ceding tnsurer from 2 scivant reipnsurer and wiich
reinsurance is authorized under 33-2-12053

{9) amounts receivabla by an assuming insurer

rapresenting funds withheld by &8 solvent ceding insurar
under a reinsuranca Ltreatys

{10) deposits or equitiss recovaradle from underariting

v

zgsociationse syndicatess and reinsurance funds or from any

1

susoended banking institutions ©o tha extsnt deemen by the

d
)
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commissioner avaiiable for the pavment of losses and cleaims
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insurerse (1) Domestic Tife insurers sha2ll d2posit and
maintain on  deposits in sacuritias  znd assetse with
depositaries and subject to conditions as provided far in

part 6 of this cnaptare an amount not less than the reserves

on 1ts outstendiny life insurancz pclicies and annuity

so deposit aay additicnel such securities raquivred under
subsection (1) and r=lzted to tha increase of such reserv.s

during thz calendar y2ar naxi grecadings as determined fros
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the insurer®s annual statemant as 2t Decemher 21 gf such
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SERTES _DR__ISSUS  MWHIGH IS SECUAED BY THE SAME HORIGAGI 0%

DEEN _OF TEUST IS _HELD BY SULH JINSURER OR_USLESS Thi INSURTZ

MOIBS A SEMTIOR  PARTICIPATION _In SUCH #DRIGAGE 08 _DEED OF

T8USTe  GIVING IV _SUBSTANTIALLY THE RAIGHTS OF A FIXS

I~

MORATGAGEE.

(5) o wortigage loen upon a leas=2hcld shall be made or
acquiraed pursuant to this section unless the tarms thareof
shall provide for amortization payments to be wace oy  the
sorrower on the principal thareof at 1223t once in each year

in amounts sufficient completely to amortize the toan within
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-«r\
rt
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W
i
w
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o]
wowad
o
2

a period of four-fifths of the %«
inciusive of the tera which may ©De  oprovided by an

enfeorceable option of renewsals which s unsxhired ot the

o

time the loan 15 mader but 1n no event excexding 25 yoars.¥

H
W

(AW

Sectiocn J« Section 33-2-832+ %CAe 15 amended to read:

i
b

¥33-2-9322, feal estatee An insurar mavy invest in razl

i
sl
[
o]
e
[0}
o)
3
—
~E

¥ used for tha purposes or acqguired in the

(1) ha land and the buildings thereon in which it has
its principel office 2nd such cther real estsate as shaill  be
recuisihe for tts conventant accommodatien in ths

iraensaction of its businesse =Zxcast wiih th2 consent of the
commissionere  all such investmants shall not aggragste mora
than 5% of th: iasurer®s 2sselise

{2) resl estate acquired in satisfaction of  loaonssy

-13- [ B
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SERIES  OR __JIS5uUE  WHICH IS SECUAED SY THE SAaME BMGRTIDASS 4
DEED_AF _JRYSTY IS HelD BY 3UCH 1IN JF UMLESS THE  THSURER

IEUSTA ﬁIVTNC 1T _SUBSTAMTIALLY THE RIGHIS OF A _FIest

(5} Mo mortgeage locan upon 3 leasehold shall be made or
acquired pursuant 3 this ssction unless the terms thereof
snall provide for amortization payments 6 be made by  ths

Borrover on thz grincipail thereof at ieast once in each vear

in a@ounts sufficient completely o amortize the leoan within
& p2ricd of four—-fifths of th2 term of the I=asenold,
inclusive of +tne tearm whichh w2y be provided by &n
ennforceable option of renewals which is unaxpired 3t thoe

tima2 the lean i1t wades but in no avent exceeding 3% years»®

Section 5. Soction 33-2-837¢ ~LAs 15 amended toc reag:

"33-2-832, Real estates An insurer may invest in real

-

estate only if wused for the purgoses or acquired in ths

o)

mannears and with the limits as follows:

ngs thereon in w=hich it has

am

{1} the i2n- ana ths builg

{4

its srincisal office and such other real estate as shall be

s
raaguisite for its conveant ent 2ccompodation in  itne

tramsaction of i1ts busingsse txcent with the consent of  the

COMMISSIONET s 211 such investsznts

Wt

% of ths insurer’s assetse

Tan



HE C83T/07

1 mortgagass liense judamentss dacrzess or debits previously
2 owing to the insurer in the course of i1ts Dusiness;

3 {(3) re=sl =estate acquired in part pavirent of the
%4 consideraticn on  the2 sale of othar real =2state cowned Ly it
S if such <fransaction dJdoes not increase tha insursr's
& invastment in r=2asl estates;

7 {4) real estate acquired by gift or devise or throuvh
3 aergars  conselioustions or Hull rainsuronce of apotner
g insurer und=r this ccdes

14 {5} +the seller®s interest in r2al propgsriy subj=ct to
1 an agre=ament of surchese or sales The sum  invested in  any
iz such parcel of real estzte shall not 2xcend tnres—foorshs
13 38% of tne ¢ value of sucn nparcel orovided +th2 sane
1% consists  of ons- or twe-family residentisl propsrty anc
1< emo~tAatrds 0% of the market value of 311 other such parcels
1% cf real estoto.
17 {6) real estste or any interast ther=in acguired or
2 held by osurchase: leases or otherwisspy—sther—than—re=a%
12 estate—te—-se-psed-pripzriiy-for-agrireniturede-rarchy-nintnsr
23 dezetopment-——cf-—gti-—or-—mraerai--ressuresyy——presreatstenaty
21 arggementy--Sr-—elub-purpesesy-egquired-as-an—iavesbaent—fer
22 the-srodostton-ef-fRcene——or-—assguirr2d-—fo-—se——fasravysd-—or
23 gazatoped-—for-——sgeh——tavesirent——purposes——rogredent——te——an
2% extsttna-prosran-—therefore _UTHTS THAN Roal =STATE T OF
25 LUSZED_ PRIMARILY FOR_AGRICULTURAL: RANCH. MININGe DEVEL D SAT

-19- HE a7
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OF OIL N2 HMINERAL  2ESOURCESs  ACCREATTITINAL 4 ANMUSEMENT .  OR

OF INCOME 0R ACOUIRED TN RE IMDEOYED NR DEVELDPED £08  SULH

TAYZSTHENT PURPASES PURSUART TO AN EXISTIMG  PROLGRAM

THEREFDOR. The insur=ar may holde 1moroves develops maintaing
L .22 Fud T

nsnagee  leasees Ssells and convey real estate acguired by it

m

under this provisione An insurer shall note except with th:

3

commissioner®s censents have at any one time iavesited i

i?

rza21 estate uwnder this subsecticn 20 amount excseding 3% ko5

§

sgcquired or held oy the insurer under subsacticns (2)» {3}

anfiancement  of ich 1t was acguireds for the purpose of
apzlicable  investment limits and shall be subj=ct to

dispcsal  at  tho same time and under the same conditions as
zpzlying to such enhanced rezl =state under 33-2-841.

(3} except with the commissioner?s consente 211 real
zstata ownad by the insurer under this sections except as to
s=21ler®s intarest specified in sudbsection (5)s snall not at

any on2 time exceed 9% 25%F 1374 oFf the insurer®s =2ss52ts.”
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