
HOUSE BUSINESS AND INDUSTRY 

Paarch 9,  1981 

S\JMfiA!XY OF BILLS 10 BE HEARD TODAY - 

Sb;N/ITE BILL 151 - 

Introduced by Sen. Mazurelc, revises the state insurance law by r m v i n q  
tltLe insurance fram the kinds of coverage t h a t  a r e  exempt f r m  the authori ty  
:>f ra t ing  organizations. 

SNV.r\rn BILL 211 - 

Introduced by Sen. Hazelbaker, allows insurance agents t o  extend c r e d i t  t o  
imL~cy holders. I f  c r e d i t  is extended f o r  not more than 30 days, no i n t e r e s t  
 nay he charged. I f  c r e d i t  is extended fo r  more than 30 days without a note 
m t e r e s t  of not more than 1 1/2% a month may be charged. I f  a note is given 
in t e r e s t  m y  not exceed the  l g a l  rate set in 31-1-107: on a u n t s  up t o  
$150,000, not rmre than 10% per year o r  not more than 4% on the discount r a t e  
on W-day camnercial paper, on arnounts between $150,00Oand $300,000, not more 
khan 10% per year or 5% over discount r a t e ,  on m u n t s  over $300,000 r a t e  may 
I= negotiated between the par t ies .  

SENATE BILL 239 - 

I Introduced by Sen. Hazelbaker, es tabl ishes  the  "Insurance Premium Finance 
('ornpany Act." _9n insurance premium finance company may be licensed by the 
;onmissioner of insurance upon payment of a $100 annual fee  and meeting other 
requirements. The b i l l  a l so  allows f o r  revocation of l icense,  fo r  charges 
allowable, f o r  delinquency charges, and fo r  cancellation of insurance upon 
default .  

SDjTTE BILL 241 - 

Introduced by Sen. Hazelbaker, is intended t o  enable Fbntana t o  m e e t  the 
rcquircments of the Social  Security Disabi l i ty  Amendments of 1980 t h a t  es tabl ishes  
a procyram of federal  ce r t i f i ca t ion  of Medicare supplemental insurance pl icies.  
Known a s  the ".Wdicare Supplement Insurance Minimum Standards Act" t he  h i l l  :il.lows 
khc c d s s i o n e r  of insurance t o  es tab l i sh  standards f o r  Medicare supplement 
po l lc ies  and t o  set ru les  f o r  minimum standards f o r  l o S S r a t i o s  on the  ksis of 
insured claims and earned premiums. I n  addition t o  requiring f u l l  disclosure 
of terms of a policy, the applicant w i l l  have 10 days a f t e r  delivery t o  return 
the policy f o r  premium refund f o r  any reason. The a c t  w i l l  be e f fec t ive  im- 
mediately. 

SEXATE BILL 261 - 

Introduced by Sens. Thomas and Hazelbaker, gives c m r c i a l  banlcs and savings 
hcmks the r i g h t  t o  sell c r e d i t  l i f e  and d i s a b i l i t y  insurance on loans t o  their 
borrowers. 



HOUSE BUSINESS AND INDUSTRY COMMITTEE 

The cannittee was called to order on March 9,  1981, a t  8:00 a.m, 
in roam 129 of the Capitol Building, Helena, by Rep. W. J. Fabrega, 
Chairman. A l l  rmrkrs of the camittee were present. B i l l s  to be heard 
w r e  SBs 151, 211, 239, 241, 261. 

SENATE BIU; 151 - 

SENATOR JOE MAZUREK, District #16, Lewis  and Clark County, sponsor, 
explained t h a t  mchanically SB 151 is a very simple b i l l .  The top of 
page 2 deletes the reference to  t i t l e  insurance in the list of types of 
insurance which are not able to se t  up rating bureaus. Under present in- 
surance laws, the"industry is allowed to s e t  up rating organizations. The 
rating bureau is essentially a voluntary association which all- insurance 
companies to collect data about losses under insurance. There are not a 
great deal of losses under t i t l e  insurance. Information has been collected 
and published through this  regulation. Industries and businesses are not 
allowe3 to get together and s e t  rates. They gather information on which 
rates are based, but cannot s e t  the rate. Also, the insurance d s i o n e r ' s  
office doesn't have the infomation to know whether the rates are f a i r  or 
not. This allows title insurance cchnpanies to gather information and set 
rates. Rates might not go higher since there i s n ' t  a great deal of loss 
information. 

The bulk of the cost of t i t l e  insurance is the cost of having the 
plant to contain records that are basically in the clerk and recorders 
office. Ti t le  insurance has only been used on a statewide basis for 
about 15 years. Why they were originally excepted is not known. There 
is apparently same price war  about closing costs in Missoula because of 
the depression in the housing market. This has only to do with rate  in- 
surance. 

BILL FloMINE, representing the Pbntana Land Title Association, supports 
SB 151. See his t e s t k n y  on the witness sheet. He further explained t i t l e  
insurance is not to take a risk, it is to  make sure that your t i t l e  is clear. 
Risk is a s m a l l  aspect of the prePnium. The large aspect is the plant. There 
is no way the independent persons who operate abstracts can talk with the 
insurer - that law says they cannot get together and talk. It is to allow 
this  information to be gathered by an independent bureau made up of insurers 
and agents. No one insurer has much of a r isk history to determine rates 
and rates are being set in the dark. H e  believes SB 151 is a consumers b i l l .  
Once this information is gathered together and filed, then the insurance 
carmissioner w i l l  have information available. 

Secondly, the rates w i l l  not necessarily go up - they have remined 
stagnant in other states. There is a provision t o  deviate - i f  you didn't 
agree with the rating bureau, you may f i l e  a deviation. The insurance cak. 
missioners office can then ask h y  you are deviating. Rates have nothing 
to do w i t h  services such as  closing costs. They are decided a t  the level 
with banks, etc. Whatever the reason for excepting t i t l e  insurance, they 
believe it is archaic and should be set aside. This w i l l  not result  in 
higher rates, but w i l l  be a m r e  rea l i s t ic  rate. 



3/9/81 
Page 2 

GLENN KENNEY, m t m a  Land T i t l e  Association, Helena, said this 
association is made up of agents and underwriters and represents 90-95% 
of the industry. He urged passage of this b i l l .  

FONALD D. BRICKS, Firs t  Wntana Title Insurance CQnpany, G r e a t  Falls, 
supports this b i l l .  

J O  DRISCOI;L, Chiefaputy Insurance Carmissioner, has no objection to 
this bi l l .  Information has been inadequate in the past, and she hoped 
this would give them m r e  information to verify that rates are fair .  

0-S: None 

QUESTONS - 

In anmer to Rep, Jensen, Senator Mazurek said k g  exempting (6) t i t le 
insurance ccgnpanies could belong t o  a rating association and they wuld 
publish rates; federal laws prohibit than £ram getting together except 
through a rating association. 

Rep. W a l l i n  remarked there are three cmpanies in  Bozeman and you 
could conceivably have three different rates. Jo Driscoll said most rates 
are alrnost the same. Wst  of the expenses incurred in the writing of t i t le 
insurance are fran the process of searching the court records and on their  
plants t o  make sure that titles are clear. If  they insure themselves, they 
only get £ram 8-20% of that pranium, and the rest is taken up in costs. 
Iosses are very small ;  hm~ver ,  they have t o  pay p r d m  taxes. It is very, 
very expensive to form a t i t l e  plant and keep their  own records. The rates 
in &bntana =re lmr than they were in surrounding areas. 

Senator Mazurek closed saying that by exerrpting title insurance 
campanies, you not only allw the carmissioners office to  have mre inform- 
tion, you establish sane consumer mechanisms that the validity and amount of 
rates can be tested and detamhed as  to  whether they are reasonable o r  not. 
There are sectims in  chapter 16 that  are presently not applicable to title 
insurance ccmpanies because of the exception, and this brings them within 
that title. 

SENXlT BILL 261 - 
~~R BILL THOMAS, D i s t r i c t  #20, Cascade County, co-sponsor, explained 

SB 261 authorizes banks to sell credit l i f e  insurance only to their  b o r r m r s  
so that the ccsrmissiom w i l l  r w e r t  back to  the banks. Under present-situa- 
tion, the law prescribes that the carrinissions go to  the individual agent. 
The Ccanptroller of Currency issued a regulation allowing a l l  of the in- 
be turned over to the bank so that it can benefit the stcckholders of the 
bank. This would allm the individual bank to canply with the m l l e r ' s  
office and the d s s i o n s  could revert back to the bank. 

G E T H E J  TEA, Wntana Bankers Association which represents all 168 
banks and trust canpanies in bbntana, supports SB 261. See her testimny 
EI(HIBIT A. 
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JO DRISmLL, just wanted to  confirm that  what i s  in the testimony is 
true,There has been a l o t  of federal insistance that the banks turn over 
the insurance ccarmission to the banks themselves, but it has not been done. 
Pbntana doesn't license a bank to sell insurance but to  a person who would 
r e turn the carunissions over to the bank. She doesn't believe it is in- 
fringing on the canpetitive aspects. 

ED SHEEHY, mntana Association of Life Underwriters, said they have 
no opposition to SB 261. 

OPPONENTS: Ncme 

QUESTIONS - 
Rep. Robbins asked if banks could refuse to loan mey i£ the borrower 

didn' t take insurance. Jo miscall said it is against insurance Laws. 
Unfair practice didn't allow them to go into a lender and check, but our 
laws now l e t  t h a n  go in. They could bring charges i f  they wouldn't loan 
because of not buying insurance. The federally chartered banks charters 
allaw them to do this already, but they didn't want t o  allow than soanething 
the s ta te  banks couldn't do. The reason the banks m e  barred £ r a n  taking 
the premiums was not an insurance ammissioner law. A l o t  of people don' t 
l ike this insurance and don't buy it. She didn't think there are any 
abuses in Pbntana fran anyone in the state, a t  least  they aren't aware of it. 

Rep. Ellison asked i f  this  would just l e t  the s ta te  chartered and 
savings and loans do this. Jo Driscoll explained i f  you had a group credit 
l i f e  policy where the bank is a policy holder, they can issue certif icates 

their  creditor without having to be licensed, but they cannot be ecm- 
pensated. This w i l l  enable them to  be canpensated for the service of 
handling and when on-their awn praises.. I f  a person doesn't want to buy 
a policy f m  his bank, he could get it froan his awn insurance agent. 
This is just when it is sold on their premises that the Ccxnptroller says 
that h a m e  must go to the strx:kholders. 

Rep. Kitselman asked Gretchen Tea whether it is the practice in the 
bank when a cansumer has a bank loan that  a l o t  of the p r d m s  are paid 
by t k  bank and charged in the loan and interest charged an the whole thing. 
John Cadby said he didn't think this question was relevant to the b i l l .  
Federal laws prohibit hiding of the premim being included in the loan. 
Rep. Kitselman continued by asking whether the bank prepays the prermium 
costs a t  the t h  of closing and it is added, and the interest is charged 
on top of that. M r .  Cadby said i f  the prgnium is part of the loan, the 
interest may be calculated a t  the time the loan is made and is collected 
in the m t h l y  payments. The federal group simply pays a f l a t  fee to the 
underwriter ,and it is bui l t  into the loan. 

1 .  

"3 

Rep. Wallin 'saw no problm with charging interest  on advanced insurance 
prgnium payments. 

Senator ThogMs closed saying the insurance industry i sn ' t  opposed to 
the bi l l .  It w i l l  solve a problem tha t  now exists. Haped for concurrence. 
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5Z.mTOR F'RANK HAZELBAKER, ~istrict #41, Beaverhead County, sponsor, 
explained SF3 211 contains a statemat sett ing out the finance charge for  
accounts t ha t  are past due, and insurance agents have been practicing the 
sam &ing for years. A t  the bt tm of the  statanent f r m  the agents notes a 
finance charge for  12% per month is t o  be charged on past due accounts. 
The insurance agents discovered they had been doing this without statutory 
authority and SB 211 has been written to take care of that, 

X X E Z  IkGLENN, Independent Insurance Agents of Wntana, Inc., is in 
s ~ r t  of SB 211. See h i s  tes t imny EXHIBIT B. 

RAY CONGER, Missoula, supports SB 211. 

J O  DRIsaOLL advised mutual agents are prohibited fran M i n g  any 
charges other than what is shown on the i r  contract. It is nice to have 
saaneane carry your debts for  you for  two or  three mths although they 
have to pay the insurance ampany and many &s they have to brrm 
mney to carry tha t  loan. Giving them 30 days to pay their b i l l s ,  but 
a f te r  tha t  tim, they want to charge sane interest rate. 

OPPONENTS: None 

Rep. Fabrega surrnrarized that the f i r s t  30 days there is to be no 
charge, after 30 days 1-1/2% a mnth  may be charged, o r  a financial con- 
tract can be entered into and interest charged f r a t  that  day on. 

Senator Hazelbaker closed saying this just  addresses i t s e l f  t o  charg- 
ing interest  a f te r  30 days. Interest  could be charged fran the  beginning, 
but it would have to be based on the present usury statutes. They get  a 
60-day f ree  ride, ht a f t e r  60 days it is time you pay a little at tention 
to  your accounts receivable. There is sane question a s  to whether a serv- 
ice  fee is interest or not. 

SENATE BIL;L 239 - 

SENXIDR FRANK HAZELBAKER, D i s t r i c t  #41, Dillon, author of SB 239 ex- 
plained should a person have presniums of $3,000 but his cash flow doesn't 
allow h i m  to  pay that a l l  a t  once, so the agent contracts to pay the  presn- 
iumbutthere is no regulation in the law allowing for this. You can arrange 
for rronthly or quarterly paymnt and the mechanics are that there is a d m  
payment that goes to  the prcsnium finance ccgnpany a t  the time the contract 
is issued and then the finance ccmpany w i l l  direct b i l l .  This b i l l  is needed 
to enable agencies in the State of Bbntana t o  take the carmcissions they ge t  
on the insurance and keep it in the state. Insurance contracts can be 
cancelled by an agent o r  can be cancelled by the insurance carrpany. It has 
to be in mntana law so this can be done so that a prEsnim finance ccarrpany 
can cancel insurance also. 
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RAY CONGEFt, Missoula, supports SB 239. He is an insurance agent 
representing himself. He has been dealing with agencies in Washington 
and Oregon. He sold his agency operations in Idaho and wanted to bring 
his premium finance ccarrpany into m t a n a  so he could continue that serv- 
ice. After checking with the Business Regulation , insurance, and banking 
departmmts of the state, he found that insurance pranium financing was 
kind of an orphan. Pbntana codes rere  s i len t  on the subject of premium 
financing and banks told him that  they couldn't use th is  type of financ- 
ing. ~remium financing is already being done, but it is being done by 
out-of-state carmpanies. Every s ta te  t h a t  he has ever examined has premium 
finance laws within their pranium installment contracts or  consumer banking 
ac t  or regulated by the insurance department and it is his  feeling that 
the insurance de-t ought to regulate it because it is very intimately 
tied up with an insurance contract. See his t e s t k n y  EXHIBIT C. 

BOB JAMES, State Farm Insurance, Great Falls, offered proposed amend- 
mts to SB 239 which muld exclude ccarrpanies l ike the S t a t e  Farm and a l l  
those ccxnpanies which do have insta l l r rv2nt  pay plans. EXHIBIT D. 

DON SMITH, IFG, G r e a t  Falls, is a lawyer who has a leasing ccgnpany in 
G r e a t  Falls which is the major location of their  interstate business. They 
have an insurance pranium financing business, the chief place for which is 
in Spokane and one in Denver. Although their  headquarters are in  bbntana, 
they cannot operate their prgnium financing business in bbntana, so they 
engage in it with one of their officssoutside the state. The Consun-ers 
Loan Act and the Retail Installment Sales Act do not provide for financing 
these transactions because they are not involved in a sale type operation, 
but are trying to finance insurance for  which there is no provision in  
mtana law. 

Idaho says they are operating under the consumers code in Idaho and 
unfortunately this does not allow Elontana insurance c ~ s i o n e r ' s  office 
to do so. It is necessary to have the power established by the legislature 
t o  license and regulate insurance premium financing canpanies. It provides 
a ~ t h o d  for financing and a rrrethod for regulation and for enforcing finan- 
cing contracts. He thinks they should be regulated. They w i l l  also provide 
a service to the businessnen in  the state..wfio want t o  finance their  insurance 
p d u m s  over a period of time. 

He is not really opposed to Bob James' amendment, but he believes this 
is w e r e d  by SB 211. He thought it could be under the basis of a service 
charge and it is possible it has been done under that. H e  has forwarded 
this ammdmnt to the premium financing ccanpany. H e  hated to see Jams 
amndmmt m in at th i s  late date. See his explicit testinmy EXHIBIT E. 

RUSS KENDAIL, IFG, Great Falls, vice president, supports SB 211. 
c-- 

-F- 
OPPONENTS: None 

Mr.  James said*he was advised not too lmg ago by State Farm. H e  
apologized for not bringing it in  sooner, but he didn't think it would 
apply to State Farm. 
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Rep. Les Kitselman said a l i f e  insurance policy sa le  is made and it 
is a tax advantage. Out of the in i t i a l  7 years, m e  rnust make 3 payments 
to qualify for  a tax advantage so that interest is deductible and that 
cash vdlue is basically reimbursable to you. By financing this l i f e  pran- 
ium there is alrrmst a 38"aeduction of that premium; mst insurance can- 
panies are doing that- This amendment says that i f  they are  a major ccanpany 
they can no longer do that. He f e l t  this  is a conflict of interest. In 
this  one specified area they are licensed separately froan outside that  
canpany. Does th is  provision mean that they would go unsigned and un- 
supervised. Mr. James said this was t o  exclude those cclmpanies w i t h  mnthly 
installment praium payments f m  having to license each mgnber of their  
OCBI[PanY 

Rep, Kitselm remarked the b i l l  originated in the state of Kansas. Conger: 
It is simply prepared by the ~eg i s l a t ive  Council of ,Wtana. The b i l l  that  
was in the Kansas code was cc~npatible with Pbntana and the insurance cam- 
panies were l e f t  out because of the fact  that  there is a whole body of codes 
providing for the manner an insurance w i l l  be licensed and taxes 
collected, and that the premium tax is the only tax they are going to have 
to pay in the state,  This b i l l  can be s i lent  on tha t  subject since that  is 
already taken care of. I f  an insurance ccxnpany wishes to go into p r d u m  
financing, they should be subject to  this act, and there should be no 
amendment to e x a p t  than. Premium finance canpanies should be subject t o  
the act. 

Jo Driscoll said the insurance canpanies have always accepted install- 
m t  payments for praniums, and they could not cancel insurance except for 
non-payment of premium. SB 211 muld allow premium financing ccanpanies t o  
cancel insurance contracts for nonpayment of premium. The insured can 
also cancel a policy. She would oppose anyone other than the insured o r  insurance 
ocmpany itsel3 being able to cancel a policy. She can see why the State 
Farm people want to be excluded, and she sees no problem w i t h  the -t, 
and would have no objection either way. 

Rep. Fabrega asked i f  present installment p r d u m  paymnts are based 
on different rates for allawing payment to be made in  this fashion. Driscoll 
said she thinks it is done on a service charge basis, and if you pay all 
your insurance premiun mce a year it is cheaper. It is not an interest 
charge such as IFG -sing is contemplating. 

Rep. Fabrega asked Valencia Lane, Insurance Carmissioner's office 
attorney, whether the rate  differentiations viere a finance charge and why 
,thyhaven't prohibited a ccanpany £ran doing t h a t  in  the past if an interest  
charge. Maybe you h a m q  t considered this, 

Rep. Schultz asked i f  the $100 per ccmpany fee was enough to supervise 
th is  in the ~ s s i o n e r s  office, and Jo miscol l  thought it was enough. 

M s .  Lane advised Rep. Fabrega the ccknpanies would not ben subject to the 
2-3/4% premium tax, but .would be subject to corporation o r  +cmw tax, but 
not premium tax, 
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Rep. Wallin said this pertains t o  a l o t  of business r e t a i l  firms who 
pay by mnthly billing for insurance on the i r  inventory. This contanplates 
tha t  you muld pay once a year for a fluctuating inventory based on inven- 
tory. H e  hasn't been paying any interest to  do t h a t  because the p r d m  
varies f m  mnth t o  mnth. Is there anything in this b i l l  that  muld 
affect  that. 

Rep, Ellison asked i f  this method muld be cheaper than installrnent 
practices for con-s. Senator Hazelbaker said your prmium on a policy 
is determined in advance. Mr. Conger a n m r e d  he thought t h a t m u l d  vary 
w i t h  the fluctuating cost of m e y .  They have had such situations in  the 
past. P r d u n  financing has been going on in a vacuum, such as  a three- 
year policy paid once a year. The pranim finance charge now has escalated 
because of higher interest rates. 

Rep. Fabrega asked whether payment quarterly, &-annually has been 
considered as  a financing option. Jo Driscoll said they haven't considered 
that financing because they don't charge an interest  rate on that  - they 
simply charge a service charge. The problem is going to be where you are 
charging interest  on thatmney. She was only familiar with those that  
the insurance q a n i e s  thmselves do. 

Rep, Fabrega asked JW. James i f  it wauld be acceptable to him to change 
h is  amendmnt by adding "with no interest". 

Rep. Kitselman asked if a sta-t of intent would suffice t o  say that 
this b i l l  does not apply t o  installmnt payments. M s .  Driscoll said that it 
could be handled by a statanent of intent as w s l l  as an mdment .  

Roger WGlenn said when the billing options are offered by the canpany 
the service fee is for additional paper mrk. That is why they want to go 
w i t h  the p r d m  financing because that is the mst advantageous to their 
clients. The ccmpany only accepts an annual p r d u m ,  and it is cost pro- 
hibitive to pay it all a t  once, so we need t h i s  advantage. If the option 
is offered by the ccanpanies to have installment payments that  is fine, but 
there are many ocmpanies that require annual prgnim payments and we need 
this type of financing. 

Rep, Fabrega asked i f  language on page 7, l ine  15 refers to a service 
charge or an interest finance charge. M r .  Conger said the present insurance 
a d e  just does not refer t o  interest so the mrding in this b i l l  of service 
charge is to conform with the codes and the use of interest here is an 
attempt to relate what the charge is going t o  be a t  an annual percentage 
ra te  not  to exceed 21%. The mrd "noaninal" s m e s  Rep. Fabrega. The $12.50 
for financing the pranium is not refundable. 

Ray Conger said the intent was to simplify charges because s o ~ n e  finance 
ccmpanies are charging annual rates up to 54% fo r  premium that are up to 
$100-$150, and then that  rate goes up. The $12.50 charge muld take care 
of the fac t  that it costs m r e  to handle a smallmnthly account than large 
accounts. 
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Senator Hazelbaker closed saying SB 211went through the Senate 
ccarmittee unanimously. 

SENXI3 BILL 241 - 
SEIWIOR FRANK HAZELBAKER, D i s t r i c t  #41, Dillon, sponsored SB 241 

by request of the D e p a r t T n e n t  of Insurance. SB 241 establishes legisla- 
t ive authority to enable Mntana to meet requirements of the Social S e c u r i ~  
Disability Bendwnts of 1980 approved June 9, 1980 (the Baucus Pzmxdmmt) 
wh ich  is a program of federal certification of -care s u p p l m t a l  
insurance policies. If  M i c a r e  does not cover you this s u p p l m t a l  
insurance w i l l .  Sane carrpanies were misrepresenting coverages. The 
Federal act would require that  legislation be enacted by the federal 
agencies i f  the states do not have necessary laws.  

JO DRISCDLL said she is very much a praponent of this b i l l  which was 
introduced a t  the Caarmissioner's request. The federal govenrment told the 
nation that the states weren't doing their jobs of regulating insurance. 
Phtana has very few problems c a p x e d  with other states. She is pleased 
w i t h  the sale= in the state. The majority of problems are caused by out- 
of-state agents that  have caw into Mmtana. They have adapted a regulation 
that requires there is a disclosure for a person who goes around to a l l  the 
senior citizens in the state. This is one of the reasons they have requested 
additional help in her office to enable than to get around and see a l l  the 
senior citizens to see i f  scmeone has been w i n g  to sell them insurance. 

The Baucus Anmdrnent had provided that an insurance cohnpany could go 
to the federal govemmnt and get an approved policy, and then saneone £ran 
say Texas could say my policy has been approved by the federal govanmnt. 
In  Mantana a l l  policies must be approved by their  department before they 
can be used. They are opposed to  the loss ratio. It restricts ~ s s i o n s  
that agents could get. The agents wouldn't have the volune. The NAIC needs 
the ac t  to be effective as soon as possible and gave the insurers tirrre to 
print  their policies, She requests camnittee acceptance of SB 241. 

ALIJN CAIN, Blue Shield, Helena, proposed an ammdmmt to  SB 241, but 
f e l t  in support of it. EXHIBIT F. Essentially what the federal l a w  says 
is i f  you want to you can cane in and present your supplementary W i c a r e  
policy and you can go out and say it is federally appraved. This is volun- 
tary certification program for such policies established by Public Law 
96-265. I f  a state program implam-~ting a program for control of Wcare  
supplemental policies were in effect by July 2 ,  1982, mtana would be ex- 
£ram the voluntaq certification program for such policies. I f  nothing is 
done and you wanted to have a federally certified policy, you a d  go £ran 
a voluntary policy to  a program of sort of forcing the s t a t e  to adopt stand- 
ards for all Medicare S u p p l ~ t a l  policies. The Blue Shield prefers doing 
hsiness with the carmissioner's office. 

This was enacted very quickly with very little input fran the industry 
and before they knew it was proposed, it had passed the Senate camnittee. 
E'verybody was jumping around trying to get it m d e d .   either Baucus' 
office nor the W C  f e l t  that  a benefit level was of prticular cuncern - 
they didn't think they wanted t o  say to  peaple a policy costing $50 per 
mth was required. They wanted to offer lesser benefits for  less prgniun, 
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be 
but there muld have to/appropriate labeling an the policy saying it is a 
limited benefit policy. SB 241 wuld or  could be construed to make than 
make these benefit levels to a l l  our policies and they would cost about 
$5 mre per n t h .  Do you want to force everybody into a situation where 
they have to pay a certain m u n t  on an appropriately labelled policy w i t h  
lesser benefits to be marketed in the state? SaaTvs people just may not be 
able to buy this nore  expensive policy. I f  the insurance axmissioner was 
so advised, he could p d t  the marketing of such a policy specifiying the 
benefit level. The amen&nentwas brought to  the amnittee later EXHIBIT F. 

A board w i l l  be set up to see i f  the state program w i l l  be qualified. 
H e  doesn't want this legislatian to  go so far  as t o  block Mxkana £ran doing 
that. It w l d  be a gcod thing i f  ccanpanies could market a policy a t  lesser 
benefits. H e  didn't have the amendment with him. He was talking about 
benefit levels only. They are less than involved in the federal provisions. 

ED SHEENY, Jr, Pbntana Associatian of Life Underwriters, support SB 241 
because they would rather have control of Medicare policies a t  the state 
level than a t  the federal level. The Baucus Amendtnent would have put all 
under the federal level, but they got him to change his amen-t. One of 
the consideratian of the senate camnittee was tha t  you could not offer those 
policies without stating the benefit level. H e  w a s  not sure thexe w a s  an 
answer t o  Cain's proposed amenhent a t  the present time. 

OPPONENTS: None 

QUESTIONS - 
Jo Driscoll caranented that the b i l l  they are requesting you to pass 

gives them the authority to se t  "benefit supplemental standards". A t  the 
t i m e  they have their hearing, they w i l l  know mre about this. The ar t ic le  
in the June 9, 1980 Federal Register sets out t h a t  any supplemental benefit 
policy must provide for the application of standards equal to or rmre string- 
ent than the federal requirement, Fram this article she f e l t  kbntana must 
adopt standards equal to those of NAIC. W e  don't want t o  mss things up. 
I f  th i s  bill doesn' t pass we my  very w e l l  cane under federal regulation. 

Rep, Fabrega asked i f  she f e l t  that the Congressional intent was that 
it had to be a t  the NAIC requirment, and she said yes. Tkis b i l l  asks us 
to establish rules and this could be done a t  the of the hearing and 
if you have to adhere to the NAIC the federal government could cane in and 
take over the regulation instead. 

Rep. Harper asked if the ccnrmissioner didn't have a broad enough authority 
for rule making powers already that muld aver this Medicare subject. Jo 
Driscoll said they have to have specific authority for rule making for each 
specific reference. The administrative code cclrranittee said the ccarmissioner's 
office has to have specific a u t h r i t y  for each type of insurance in order t o  
be able to make rules. 

Senator Hazelbaker closed. He  thinks it is a good masure to be sure 
r e  m n ' t  have the federal govemmst dabbling in our insurance business in  
Pbntana. 
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EXECUTIVE SESSION - 
Rep. Harper m e d  amendments as proposed be amended. Wtion carried 

unanimously. Rep. Bergene mrved further a m e n m t s  as propsed be adopted, 
and they were by a l l  those present. Reps. Elled,Jacobsen, Meyer, and 
Andreasan were absent. ~ e p .  Harper w e d  further amen&mts on page 2, 
line 4 and (c) be deleted in its -entirety. Unanimous concurrence. Rep. 
Manning mved SENATE BILL, 178 BE CONCURRED I N  AS AM.ENDED. lbtion carried 
unanimously by those present. The saw four representatives were absent. 
Adopted m e n h m t s  may be found in the standing carmittee report dated 
March 9,.1981. 

Rep. Kitselman m d  SEVATE BILL 151 BE CX)NCURRED IN. bbtion carried 
unanhusly w i t h  3 ma&ers absent. 

Rep. K e s s l e r  moved SENATE BILL 211 BE aXCURRED IN. W o n  passed 
unanhusly with 3 members  absent. 

SB 239 and SB 241 were £urther discussed. Rep. Fabrega thought a 
staterent of intent could acccanpany a pa-t schedule for a policy to 
clarify SB 239. SB 241 statement of intent could say sanething tha t  the 
intent is that the cohmtissioner m y  not se t  standards lower than the NAIC 
requirements, i f  t h i s  w i l l  not jeopardize lbntanats chance of getting under 
federal regulations. The cancem is i f  there is flexibil i ty that  there be 
policies of lesser benefits offered to senior citizens. 

Rep. Kitselman thought the $50 premium would be too costly for  senior 
citizens. That would make this particular supplement cost $250-$350 per 
year. Because of time constraints he tr.ipuld suggest ccsnpliance with the 
Baucus Amendment be addressed in 2 years. 

Rep. Fabrega said the only problem that  appears is that the NAIC has 
not yet defined requirmts. If insurance is available a t  $16-25 pz?r 
mth and that schedule is higher and provided an option, it muld have to  
be backed by the regulatian. We want to mke sure that we don't put our 
right to detennine the type of policy in jeopardy. 

Iiep. Harper recatmaded m t s  be made t o  the b i l l  because statmts 
of intent might be discontinued in the future. 

Rep. Fabrega asked Paul Verdon, the researcher to clean up-the language 
an page 7, lines 15 - 17.for SB 239. 

Rep. Manning mved SENA!E BILL 261 El3 mNCUFm3D IN.  lbtion carried 
unankusly with Reps. Andreason, Meyer, Ellerd absent. This b i l l  allows 
bank offic s to w r i t e  policies and receive the preniums, and the praniums 
w i l l  have %bid to the bank for the benefit of stockholders. This is a 
Ccarprtroller of Currency regulation. ~ a t i o n a l  banks can already do this and 
s tate  banks want parity. 

Meeting adjourned a t  11:15 a.m. 
',/ , 4' 
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2?5  W/.\Lb":JGTOY STI'CCT ST. PAUL, hr,lNNESOTA 55102 

(PEREINAFTER CALLED THE COMPANY! 

CERTiFlES that the Insured Person named below i s  insured for fhc coverage listed in the Schedule for which an amount 

i s  shown under Limit of Benefits, sl.~bisct to thc terms, conditions and limitations of the Group Policy (certain provisions 

c'which are summarired in !his Ccrtificatr!. Any reference to "tlic Policy" or "the Group Policy" mpans the Group 

Policy under which +hi: Crr!ifirnfo oC !~.;urancc i s  :tued. The Group Policy i s  on filr at the office of the Policyholder 

and may be er.o~i.-" ~ 0 r . n  rcqucst. 

This Certificafr oC I-q:-rf-?cn i s  issvcr' in crcordance with the tcrms of thr Group Policy. As a Certifica'e, it explains but 

docs nor con~ r i t u+~  ' ~ c  rlontrcct of r ?  nrnge. 

GCOUP TERM LIFE IbISURANCE CERTIFICATE 
51376 

f 9 :  .. . .  

i SCHEDULE 

C-~nr~p Palicy Vumbar t s s v ~ d  to: (hercinaffr * cnllcrd the Policyholder) 
f n w ~ +  4 thr ?+. p~11 Etr?ip!w~:: 

3-77G3 Grnttw Bn?-~rrns.r Trvtr 

Ef4ective Date* 

*If actively at work for the 

Ccr+ifitc:n f ' ~ ; F ' - F  1 ;.- I - , '  :a- I l l~reinaftcr coiled the Insured Person) 

I 

Participating Employer full 

t ime perforwing a l l  the 

duties sf his regular oc- 

----.. - - ---- I 

p f t - ~  p L  * r r q $ i r ,  vf P,cnrcci~r\/: 

cupation at his customary 

place o f  empiayrnrnt a t  
i'r ic ; - 7rnv der: i r ~  t f ~ t . ;  c~,rtzfic;atr, the t>ol?ficinn/ s ~ R I I  bfi 8 s  deslgn~ted in tho 
~ 3 ~ ~ 1  ' I I* L'lii --- - -------.. - .--A- 

lecst 20 trovrz per weak. 

I 

P - ) I  " - Q F  ;-', L,i, -177 I 

--.. -- --- DESCRIPTION QF EENEFITS 

1 :.ifc tnsurcnce (This arnou~t of Life Insurance is  subject to c'nc?ngc in accordance 

I with the Group Policy.) 

Tot01 and Permanent Disability Dencfifr (The amount of Life Insuroncc for whlch 
premiums will be waived.) 



DEFINITIONS 

(1) The tern  "Tnr?onW at  used in  *i? Policy rnqpns ony srnp!oyce bvho i s  employed and compensated by a Participating 

) Ernploy~r p-t? e*g C nC;--'y a: work fufl :imc performing ell of the duties of his regular occupation 2t his customary place 
of t%nplov"norl: at I ~ a c :  7C hours pcrr WPEL. The  trrm shell irpctude, if the Participating Employer is a sole oroprietorship 
orpannenhip, only ti:? sot? nropri~to. or pnrtncrs who devote full time to the business of the proptietorship or partnership. 
Tbe term shall include, if the F'nrticipating Empir?yer is s corporation, any member of the board of directors whose annual 
compensation for serviws from the Bsr?icipnf.ing Employer exceeds $2,000, provided such individual i s  actively at work 
full timl? for remuneretion or profit by performing dl t h e  duties of his regular occupation at his customary place of 
ernployrn@?t a: l eas tzhmrs  p r  week. The 'term sh~ l l  nrverthnle.;~ excludo, with respect to each Participatir? Employer, 
that d m  o' ipdiifiduels design&czd to be excluded, if Pny, on his "Application for Group Coverege and Trust Partic;pation". 

(1) The term "1n:ured Person" as used in the Policy meRns ti Pcnon who hss become insured ~ n d  only while he remains 
insured under thc Policy. 

(3) The tn:m ""..hpf:l~in.? Amount of Life Insursnco" 8s used tn the Policy mrans the amount of life insurance for which a 
Peirrl i  ~I Ic ,  in accordance with the Benefit Schrdule r l~c ted  by and appr~ring on his Parl.ic~uating Employer's 
" f , ~  :-I ~C-$;QP for Group Coverage and Trust Participation". 

SCHEDULE 

1 Group Pc'iry Nvrnhrr t -wrd to: (hrrqinalt-r ca!led th: Policyholder) I T w ~ c s  &?"r St. B\F~J! Ewploym 9-?7" , IS ,.~rn--P@ ~WQJFPWP f ru-t - I 
Pa.tic:t.aL'nrj rr?p!oy**r. 

- 
<-t.~tifi~nie >Jt)qkfir Issued to: (hereinoffer called fhc Insurrd Person) 

Total and Permanent Disability Bcnaflts (Tho amount of Li'r Insurance for which 
premiums will be waived.) 

I 

i 

Effective Date* 

*If actively at work for the 
Participating Emp!oyer full 
time performing all the 
duties of his regular oc- 

> 

Yams and Prrnt;ovl~' of nfiqfiflcinry: 
nlecq ch:~nr*d 3. p r w l t ' r  ' if! this r.r?rtificpte, the beneficiary shall be as designated in the 

-" -- -----..- ---- .- ..- 

cupation af his customary 
place of employment a t  
!east 20 hours per week. 

ivd.f'.'T OF ;z!-~.'~F:Ts DESCRIPTION OF BENEFITS 

l i fe  Insurancs (This amount of Life insurance i s  subiect to change in accordance 
wifh tho Group Policy.) 



???TI F!CATE AMENDMENT 

Definitions: Wherever used in this Amendment: 

"Group Deposit Acc~mulation Policy" mranr Group Deposit Accumulation Policy No. 3-1900, iswed to the Policyholder 
by 7 " .  ?(l-,~any. 

,#, . 
,r ' ' '~ 'TcsI~' '  moans the units or any depos~t accumulation plan available under tbe Group Deposlr Accumulation 

T r i  v , I? Y' by n Person to provide benefitson his bchnlf when his life Insurancp under the Group Policy tsrmlnates. 

The provir'ois of the C~r i f 'cnt r !  to which this Arn~ndment is attached are hereby amended as follows: 

(1) Regardl~ss of nnvt'linr to ron i ray in the Amount of Insurance provision, the amount of 3 Person's life insurance 
u n p r  the Grr?-a 'glicy :'IFII in no cvpnt be reduced to lcss than $1.000 for e ~ h  of h ~ s  Units of Oeposlt in force under 
?bp Group ??it Accur?t l l~ t io~~ Policy. 

(7) !tern !f) of the Termination of lnsurance provision i s  amended to read as follows: 

"(') the t=nd of the policy mon?h preceding the month in which he attains age 70 unless he is then covered under 
the Group Deposit Accumulntion Policy, in which case his insurance shall terminate when h ~ s  covcrage undrr 
the Group Droosit Accumulation Policy terminates." 

(3) The Conversion Pryvileae orovision i s  amended to d d  the following paragraph: 

(D) If an lnzured Person i s  covered undcr the Group Deposit Accumulation Policy and his life insurance under the 
Group Poiicy terminates because of termination of the Group Policy, termination of t ' l ~  Group Policy with 
rt?srcioc? *., - -  Carticipatincj Employer, or amendment of the Group Policy so as to terminate all life insurance 
for the c. %-. " r .  .t;hich the lnsurcd Person be!ongs, the lnsured Pcrson shall be entitled to convert his terminated 
life insu: -':7 i~ the same manner and to the same type of individual policy as described in paragraph (A)  above, 

subject to the foliowing conditions and limitations: 

(i) r'e amount of the individual convrrsion policy shall be l imit~t f  ;c ?',rf'? pach of the Insured Person's 

i'nits of Deposit in force under the Group Deposit Accurnulztic I "- L.. !.- 1:e date his life insurance 
?prminated, end 

iii) :' nny ot thc lnsured Person's Units of Deposit have bcen in form for less than three ycars ~5 of the date h ~ s  
'''v imurance torminated, the lnsurcd Person must furnish evidence of his insurability satisfactory to the 
Com;>nny, orhrrwise thc amount of the individual conversion policy shsll be limited to the greater of the 
follov/inq: 

(1) thr! amount of thc! conversion policy which would be issued under paragraph (0)  above, or 
(2) an m o u n t  equal ?o S1,MO for each of the lnsured Person's Units of Deposit which had been in force 

for at lrnst t h r r ~  yrnre prl * ?r c4n!r his life insurance terminated. 

(4) Rrrsrr f lor*  C! .11ythin? to the ccntrarv in ?he Conversion Privilege provision, if an lnsurcd Person i s  covered under the 
Gr.:. -: ': ?, -.i: r t ~ :~~u ln t . i on  f olicy and, upon thr termination of his life insurance under the Group Policy, he converts 

:LIC'I :n,.ura:ic? to an individual life insurance policy on the plan which forms tho basis for his Units of Deposit undcr 
t5c Grouo Dcposit Accumu!ation Policy, a separate individual conversion policy rvill be issued far each election of t5p 
lnsured Person's Units of D~oosit  iq  force wlten his life insurance terminated. The amount of each individual 

conversio~ policy so issued shall bc raual to $1,003 multiplied by the number of Units of Deoosir corresponding to 
that e lec i~n .  'he prrmium for ezch individual conversion policy shall be based on :he insured Perscn'r, class of risk 
and agc nparp? ?.ir?hday on the date hc elected the Units of Deoosit and on tho Cono~nv's rates applicable to the 
t+mocr:i m d  fcrm o' :he individual conversion policy on such date. 

(over) 



If the amount of life insurance that the Insured Penon converts exceeds the sum of the amounts of the individual 
zmv~rsion policies which are issu~d in accordance with tfre preceding paragraph, an additional conversion policy she'l 
be is-ufid for the rxccss. The premium for this individual convrvion policy shall bo based on the Insured Person's class 
of risk and agp neprcst birthday on the da:e his life insurance under the  Group Policy term~nated and on the Company's 
rates appliwbir ro :bl. amount and form of the individual conversion policy cn sue? date. 

This Amendment i s  hereby made a part of the Certificate to which it is  zttached and i s  effective as of the effective date 
of said Certificate. 



' DEATH BENEFIT 

Upon receipt of  due proof of the lnsured Person's death, the Company will pay the amount of insurance in force on his 

life at the date of decth. 

AMOUNT OF INSURANCE 

The arraunt of insurance in farce on the life of the lnsured Person shall be in accord~nce with the Benefit Schedu!r 
elected by and appearing on his Participating Emp!oyerls "Application for Group Coverage and Trust Participation". 

Initial and subsequent amounts of lice insurance of ony Person who has a!tained age 66 prior to becoming insured unde 
the Group Policy cL7aIl be equal to hi3  ScLleduIed Amount of Life Insurance reduced by 20% of such Scheduled Amour 
of Life Insurance for each year that !:is age exceeds age 65. 

The amount of life insurance of ony Person who attains age 66 while insured under the Group Policy shall, on the fir.' 
day of !he policy month in which he attains age 66 and on the same day of each succeeding yecr, be reduced by 20°, 
of his Scheduled Amount or Life Insurance. 

Any increase in the amount of insurance on the life of the lnsured Person for any reason, including any subsequcr, 
change in plan election by his Participating Employer, shall become effective subjec! to the Effective Date of Insurancr 
provision of the Group Policy. 

Any decrruse in the amount of insurance on the life of the lnsured Person far any reoron sl~all become cfTective on ttl 

date 1.. becomes subject to such decrease. In no event shall the lnsured Person be entitled to any beneFits providc 
under *Ile conversion privilege of the Group Policy with respect to ony drcrcase in the omovnt of his insurance. 

If the lnsured Person, whether sane or insane, shall commit suicide within two years from the eeective date of his inst 

once, the liobilify of the Company with respect to such insurance shall be limited to the amount of premiums pcl 
therefor. 

If the Insured Pcr.;on, v~bcther qano or insane, shall commit suicide within two years from the effective date of any ' 

crease ir +ht rr1c;n? C I  h;c ;nsurar?cc, the liability of the Company with respect to such increase in ornount of lnsuraf 
shall h r  ' ' r i ; f - c  'Q '1.: of~ir*uri o: ~.rcmiums paid therefor. 

TIRMINATION OF !NSUE/+NCE 

The insurance of any Person shall automatically terminate on the carliest of the following dates: 

(a) the date of termination of the Policy; 

(b) the date he c ros~s  i o  be eligible as a Person 0. defined in the Policy; 

(c) the dote of cessation of the Person's Participating Employer's participation under the Trust Agreement or f 

Policy; 

(d) if the Person fails to make the required premium contribution, the end of the policy month for which he mc 
hir last premium contribution; 

(el the date he enters the armed forces of any country or the service of any governmental agency which invo' 
employment outside the United States; 

I f f  the end of the policy month preceding the month in which he attains age 70. 

If a P-rson ceozrs :o ;P  ~ l ig ib le  as a Person by reason of termination of employment, termination shall be deemed 
have occurr-8 w l i ~ n  th- Prr-nn c~ascs octivc work wifh his Participafing Employer. If a Person ceares active w 

because o' c'iscrility, an cr - roved  leave of absence or a temporary lay-off, he will nevertheless be considered as 

pioyrd for o pcriod of 3f  c ' r : d s  fo!lowinp the date he cecses active work unless the Policyholder, acting in accordr 
with rules precluding indivir'c,,l selectio~, c'iscoltinurs such Person's insurance by giving written notification to thr C 
pcny to that ef;ec+, or h y  6 .-ontinuing premium pnyrnent: for such insurance. However, upon notice to and approvc 
the Company such r.-rrqn': mrlruwoncr may br* extended for an additional 1 2  months in case of disability or on opprc 
leave of absencr, r,,r*rt ti? prrymcnf of the required premium. 
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CONVERSION PRIVILEGE 

(A) At any time within thirty-one (31) days after termination of his insurance or any portion of it, because o f  termina. 

tion o f  employment for any reason whatsoever, the Person shall be entitled to convert all or part of his insurance 30 

terminated, without evic'cnce o f  insurability, to an individual policy of life insurance only on one of the forms then 

customarily issued by the Company (except term insurance and any policy containing disability or other supple- 

mentary h r~e f i t c )  in an cmount not in excess of the amount of life insurance which cecses because of such termivo- 
tion, providrr? o o n l i c c t ; ~ ~  'or such policy shall be made and the first premium paid within thirty-one (31 )  days after 

such termination ,-: in ru to -c~ .  Such premium shall be based on the class of risk to which he belongs ond on the 
form and amounf o! !he policy at his then attained age on the effective date of the individual policy. 

(BJ If tFr, Group Policy trrminatec, or :( the Group Policy terminates with respect to the Participating Employer, or i f  the 

Group Policy i s  omrndcd t o  cs la t~ rminate  the insurance of any class of Insured Persons, each such Person insured 

a$ the date of such termination whose insurance terminates and who has been so inrured under the Group Policy for 
at least Eve (5) years prior to such termination date shall be entitled to have issued to i ; m  by the Comoany an indi- 
vic'unl policy of life insurcncc, subject fo the same conditio~ls and limitations of paragraph A above except that the 
cmovnt of such indivic'ucr policy shall not exceed the smaller of (a) the amount of the Person's life insurance ccas- 
ing beccus~  of 'ermination or amendment of the Group Policy, less the amount of any life insurance for which he i s  
or brcomes eligible under any group r.nl:cy iscitec' or rcinstafcd by the Compony or any other insurer within 

thirty-one (31 )  days after such termination, and ( h )  Two Thousand Dollars ($7,000.00). 

(C) I f  a Person insured under ! h ~  Group Policy dies during the period with;n which he would have been entitled to apply 
to the Cornpany to '~cvc, an individual r?olicy issued to him in accordance with operation of eit'icr pcragraph A or 0 
above and before such an individual policy sholl have bccomc eFfrct;ve, the amount of life insurance which he 
would hove becn entitled to have issued to him under such individual policy shall be payable as a cloim under the 
Group Policy, whether or not application for the i n d i v i d ~ ~ a l  policy or the payment of the first premium therefor has 
b r *  n made. 

OPTIONAL METHODS OF SETTLEMENT 

In lieu of payment :n one sum, the I v s v r r d  Person may elect by filing written reauest at the Home O F c e  of the Western 
Life insurance Company, or i? no such eicc'icrl hn5 been filed by the lnsr~red Person prior to dec'b, the beneficiary may 
elect that paymcnt ol the onlount of any c ' ~ c t h  brnr f i t  be made in accordance with the t c ; l o w i r ~  table, the first in- 

stallment to be paid irnmediotely upon receipt of due proof of death. I f  the election of the optional method of settle- 
ment has been made by  the Insured Person, the beneficiary shall not have the right to change the method of settlement 

unless such right i s  given to the beneficiary by  thc Insured Person in writing and i s  endorsed on this Certificate of 
Insurance. 

TABLE OF INSTALLMENT PAYMENTS PER $1,000 OF DEATH BENEFIT 

Number o f  Years During Which Amount of Each Installment Payment 

Installments Wil l  Ijc, Annual Monthly 

1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,00 0.00 $84.28 
7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  506.17 4 2.66 
3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  341.60 28.79 
A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  259.33 21 .Rb 
5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  710.00 17.70 

19 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  111.47 9.39 
' 5  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  78.80 6.64 
20 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62.58 5.27 

If  the beneficiary P- b ~ r e ~ c i ~ l r i e s  she' G.0 ! > J ~ r p  rnc~ iv ing  all of the installments to which such individual or individuals 
may bc erltillcd undcr thi5 provision, t i c  unpoid instollmcnt~ wlll b r  commuted at !lie rate of two and one-half per cent 

(?' /2 % )  per cnnum cornpound i~ tercs t  cnd paid in one sum to the executors or administrotors of tile beneficiary. 

INSURED PERSON M A Y  CEANGE BENEFICIARY 

The Insur~r '  Per-on moy frorv time to time changr his b~nef ic ia ry  without notice to or consent of such benetciory by filing 

writ+rrl ncfice o f  such c h a l r n  with the Company. N o  such change shall take eeect until reccived and recorded by the 
Compary ot its Horn- (3F;ce. Upon being recorded, any such change will be  effective as of the date i t  wus executed, 
whcthcr or not thr  Ip<ur~c !  Prrsan i s  living whrn such chongr recorded; cxcrpt that ~ h c  Company shall not be prci- 

u d i c ~ d  by  uny pc!ymrnt rnorfr or nction tokcn inconsistrnt with such change blr ' .~ c rrcordiny. 



, * 

BENEFICIARY DESIGNATION 

Any sum becominq due on cccount o f  t'lc death 04 the Insured Pcrson sholl be poyoble to the beneficiary or beneficiaries 

designated by h;m an$ C'W' ot +he Home Ofrice o f  the Western Life insurance Conlpony or ot the Principal OCfice of the 

Policyholder, provic'cd t '  i f  any designated beneficiary predeceases the Insured Person, the shcre which such bene- 

ficiary would have rrceivrd i f  living, shall, except as may be otherwise specifically prov'ccd, be payable equally to the 

remaining designated bencf;ciory or b~neficiaries, if any, who survive the lnsured Pcrson and that if no designated 

beneficiary rvrvivrs, or i f  no bpncficiary has been designated, such sum shall be  payable to the widow or widower sur- 

viving the I ~ s u r ~ d  Person; i f  not survivinc, in equal shares to the lnsured Person's children who svrvive him; i f  none 

survive him, +o his parcs-'<, equally, i f  bc'6 svrvive him, or to the survivor i f  onEy one survives; if neither svrvive, in equal 

shares to the lnsured Persnq's brothers c ~ d  sisters who survive him; or if none survive, to the lnsured Person's estate; 

provided further that the Company may deduct from the sum payable an amount not to exceed Two Hundred Fifty 

Dollars ($750.00), and pay 'o any person appearing to the Company to be equitably cnt~f led thereto by reason o f  

havinc i n c v r r ~ d  funeral or other erpenses incidcnt to the last illness or the death of the Inwrpd Person. 

If  a beneficiary i s  a minor or i s  otherwise inca7chle af giving o valid release for any payment due, the Company may, 

at its option, and until claim i s  madc 3 y  th- duly appointed g u a r d i r ~  or committee of such brncficinry, make payment 

!a such beneficiary or to any relativr ' : y  blood or by marriage of such beneficiary or to any other person or institution 

appeori...; to have assumed the custody and principal support o f  such beneficiary. 

Payment to any one of thr  above named sholl, to the extent thereof, release Western Life Insurance Company from all 

further liability. 

Ownership o f  c'' rightc afforded under the Policy to the Insured Person vests in such Person in the absence of an assign- 

ment made pursuont to this provision. Thc lnsured Person, or the assignee to whom such Person may have assigned 

pursuant to this provision, may assign the lnsured Person's personal group life insurance under the Policy, subject !o the 

following terms and conditions: 

(a) NO assianmc.nt sholl ornct the Company's rights or obligations under the Policy unless it i s  in writing on a 

form acceptcb :~  t(> tho ,orr~c~ny and until a duplicate thereof i s  received and recorded by the Company at 

it? Fome rJriic(.. l ~ o n  hcin? rrcordrd, any such arsignmrnt will be effeciive as of the date it was executed, 

whether or not +he assignor is  liv'. . when the assi!;nment i s  recorded; except that the C o m ~ a n y  shall not be 

prejudiced by any payment made or ac*ion taken inconsirtent with sur'. assignment before recording. The 

Company assumes ~ C J  responsibilitj for the rqecf, rlrfficiency or validity o f  any assignment. 

(b) An assianrent mus! transfer absolutely :o the assignee all the rights, privileges, options and incidents of 

ownership cccruing fo the Insured Person under the Policy and this Certificate o f  Insurance, including but not 

limited to the rights ta chance beneficiaries and exercise the conversion privilege. All previous designations 

o f  beneficiaries cnd all previous directions for the payment of proceeds are cancelled and revoked by  the 

making o f  an cqri~nrnent. 

(cl An assignm~nt may be made only with the written consent of an irrevocable beneficiary, if any. 

(dl An as:iq~rrc?nt may be made only i f  the lnsured Person's clmount o f  personal group life insurance i s  at least 

$1 5,000 a+ the date of assignment. Personal group life insurance as used herein means group life insurance 

provided unc'nr the Policy on the life o f  the Insured Person. 

INCONTESTABILITY 

No skofcmcnf madc by thr I~ :u r rd  P r rwn  rr lct inp to his insurability shall be used in contesting the validi!y of the insur- 

gncr with rcsnect to which such statrmrnt wos made aftcr such inhurance has been in forrc prior to the contest for a 

prrior! or hug (7 )  years during such Person's lifetime nor unless it is contained in a writfen instrument signed by  him. 

MISSTATEMENT OF AGE 

If the ace of the rnsured Person has 5m-q m i s < h ~ * ~ d ,  the ornaunt payable shoY be the full amount of insurance to which 

he i s  entitled at his true age. /+ ~rcm:um adjustment shall be  made so that the Policyholder shall pay the Company the 

actual prerrium called for at such cge. 
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SENATE B I L L  NO.  261 

HOUSE BUSINESS & INDUSTRY COMMITTEE 

March 9 ,  1981 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE: 

MY name i s  Gretchen Tea and I am a d m i n i s t r a t i v e  a s s i s t a n t  of  t h e  

Montana Bankers A s s o c i a t i o n  who h a s  a s  i t s  members a l l  168 banks  and 

t r u s t  companies i n  t h e  S t a t e  of Montana. 

S e c t i o n  33-17-204(2) p r o v i d e s  " a  l i c e n s e  s h a l l  n o t  be i s s u e d  t o  

a  . . .  c o r p o r a t i o n  u n l e s s  t h e  t r a n s a c t i o n  o f  b u s i n e s s  under  t h e  l i c e n s e  

i s  w i t h i n  t h e  purposes  s t a t e d  i n  t h e .  . . a r t i c l e s  o f  i n c o r p o r a t i o n  ..." t h e  

i n s u r a n c e  d i v i s i o n  of  t h e  S t a t e  A u d i t o r s  o f f i c e  con tends  t h e  s a l e  o f  

c r e d i t  l i f e  i n s u r a n c e  i s  n o t  w i t h i n  t h e  p u r p o s e s  f o r  which banks  a r e  

i n c o r p o r a t e d .  

S e c t i o n  33-17-1103(3) MCA, p r o h i b i t s  t h e  s h a r i n g  o f  commissions 

w i t h  u n l i c e n s e d  p e r s o n s .  T h i s  means t h a t  a t  t h e  p r e s e n t  t i m e ,  Montana ' s  

i n s u r a n c e  laws p r o h i b i t  l i c e n s e d  a g e n t s  from s h a r i n g  t h e i r  commissions 

w i t h  any u n l i c e n s e d  e n t i t y .  The C o m p t r o l l e r  of  Currency,  however,  i s s u e d  

a  r e g u l a t i o n  e f f e c t i v e  J a n u a r y  1, 1978,  r e q u i r i n g  t h a t  income from t h e  

s a l e  of  c r e d i t  l i f e  i n s u r a n c e  be c r e d i t e d  t o  t h e  banks income a c c o u n t  f o r  

t h e  b e n e f i t  of a l l  bank s t o c k h o l d e r s .  

S e n a t e  B i l l  No. 261 would s imply  r e s o l v e  t h i s  dilemma by a u t h o r i z i n g  

s t a t e  c h a r t e r e d  banks t o  s e l l  c r e d i t  l i f e  and d i s a b i l i t y  t o  t h e i r  bor rowers  

o n l y  s o  t h a t  t h e y  can  t h e n  be  l i c e n s e d  by t h e  i n s u r a n c e  d i v i s i o n  o f  t h e  

S t a t e  A u d i t o r s  O f f i c e .  These s t a t e  c h a r t e r e d  banks c o u l d  t h e n  l e g a l l y  

r e c e i v e  t h e  commissions from t h e  s a l e  o f  c r e d i t  l i f e  and d i s a b i l i t y  

i n s u r a n c e  by t h e  banks '  l o a n  o f f i c e r s ,  who a r e  l i c e n s e d  by t h e  i n s u r a n c e  

d i v i s i o n  o f  t h e  S t a t e  A u d i t o r s  o f f i c e  a s  a g e n t s  and ,  t h e r e b y ,  comply w i t h  

b o t h  t h e  Compt ro l l e r  of t h e  Currency r e g u l a t i o n  and t h e  S t a t e  Department  

o f  Bus iness  Requ la t ion :  

I n  s h o r t ,  S e n a t e  B i l l  No. 261 s imply  a u t h o r i z e s  banks t o  s e l l  c r e d i t  

l i f e  and d i s a b i l i t y  i n s u r a n c e  o n l y  t o  t h e i r  bor rowers  s o  t h a t  commissions 

r e c e i v e d  from t h e  s a l e  o f  t h e  i n s u r a n c e  can  l e g a l l y  be  t u r n e d  o v e r  t o  

t h e  banks a s  p e r  r e g u l a t i o n  o f  C o m p t r o l l e r  o f  Currency.  

Thank you f o r  g i v i n g  u s  t h i s  o p p o r t u n i t y  t o  t e s t i f y  i n  b e h a l f  of  

S e n a t e  B i l l  No. 261. 
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Independent Insurance Agents of 
INCORPORATED 

REGARDING SENATE B I L L  NO. 211 

To : The House B u s i n e s s  and I n d u s t r y  Commit tee  

From: I n d e p e n d e n t  I n s u r a n c e  A g e n t s '  A s s o c i a t i o n  o f  Montana 

Da te :  March 9 ,  1 9 8 1  

Re: S u p p o r t  f o r  S e n a t e  B i l l  N o .  211  

With t o d a y ' s  h i g h  i n t e r e s t  r a t e  t h e  i n s u r a n c e  c l i e n t  is  

tempted  t o  w i t h h o l d  payment o f  premium on a n  agency  b i l l e d  

a c c o u n t .  An agency  b i l l e d  a c c o u n t  is  payeu  by t h e  a g e n t  and 

c o l l e c t e d  f rom t h e  i n s u r e d .  I f  t h e  i n s u r e d  i s  slow t o  p a y  

t h e  a g e n t  may c a n c e l  f o r  nonpayment o f  premium, however ,  a n  

a g e n t  i s  r e l u c t a n t  t o  c a n c e l  a n  o t h e r w i s e  good a c c o u n t .  For  

t h i s  r e a s o n  t h e  a g e n t  o f t e n . d e l a y s  c a n c e l l a t i o n .  The Indepen-  

d e n t . I n s u r a n c e  Agen t s  f e e l  t h i s  c o u l d  b e  i n t e r p r e t e d  a s  a 

s h o r t  term i n t e r e s t  f r e e  l o a n ,  and a  form o f  r e b a t i n g .  A s  

you know r e b a t i n g  i s  p r o h i b i t e d  under  o u r  i n s u r a n c e  c o d e .  

Roger McGienn 

1714 Ninth Avenue P.O. Box 4848, Helena, Montana 59604 (406) 442-9555 
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M1F3NJ3bENTS 'IY) THIW W I N G  COPY OF SENATE BILL 239 - 

1. Page 2, l i n e  7. 
Following: "a" 
St r ike :  "service" 
Insert : " finance" 

2. Page 6, l i n e  6. 
Following: "of the" 
S t r i k e  : " service" 
I n s e r t  : " finance" 

3. Page 7, line 6. 
Following : "a" 
S t r i k e  : "service" 
Inse r t :  " finance" 

4. Page 7, line 8. 
Following : "The" 
Strike : "service" 
Inser t :  I' finance" 

5. Page 7, line 16. 
F o l l h g :  "THE" - 
Str ike :  "service" 
Inser t :  "finance" 
Following: "the" 
S t r i k e  : "nceninal" 

6. Page 7, l i n e  17. 
Fol lowhg : "plus" 
S t r ike :  "an addit ional"  
Insert: "a service" 

7. Page 7 ,  line 18. 
Follawing: "agseemznt" 
Inser t :  "." 
Str ike:  "which" 
Inse r t :  "The service charge o f  $12.50" 

8. Page 7, line 22. 
Follawing: "unearned" 
S t r i k e  : "service" 
Inse r t :  " finance" 

9. Page 8, line 1. 
Following: "proportion o f  the" 
St r ike :  "service" 
I n s e r t  : "finance" 



Senate B i l l  239 m c h e n t s  continued - 

{ k  y. Page 11, following line 3. 
Insert: "Section 13. Exceptions. [This act] does not apply to any 

insurance capany or  insurance ccanpanies aff i l ia ted under the same 
managarrat and control authorized t o  do business in  th i s  s t a t e  which 
provide installment premium payments programs a t  no interest t o  
policyholders or  to  an insurance agent licensed t o  do business in 
th i s  state on policies written by the agent or  issued by the ccgnpany 
o r  ccmpanies. " 

FLsnmber: subsequent section 

. Page 11, line 5. 
Follming : "through" 
Strike : " 12" 
Insert: "13" 

>2. Page 11, line 7. 
Follawing : "through" 
Strike: "12" 
Insert: "13" 
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There a re  a  number o f  reasons why t h i s  b i l l  needs t o  be enacted. 

1. The Montana insurance codes a re  s i l e n t  on t h e  sub jec t  o f  insurance 
premium f inancing.  Most s ta tes  c ~ d e s  do t r e a t  t h i s  subject .  

2. Since t h e  f inanc ing o f  insurance premiums i s  so i n t i m a t e l y  connected 
w i t h  insurance contracts;  premium f i nanc ing  should be regu la ted by 
t h e  insurance department. Th is  a c t  w i l l  be chapter 19 o f  Sect ion 33 
o f  t h e  insurance codes. 

3. Premium f inanc ing by premium f inance.compani~s  i s  now being done i n  
Montana by premium f inance companies domic i led i n  o the r  s tates;  pre- 
sumab l y  being regu la ted under t h e  laws o f  t h e  s t a b  o f  domici la. 

4.  Montana c i t i z e n s  cannot en te r  t h e  business o f  premium f inance because 
of t h e  vacuum i n  t h e  codes. 

A. Insurance i s  no t  a  product  e l i g i b l e  f o r  the  r e t a i l  i ns ta l lme f i t  
sa les  act. 

B. Insurance does n o t  f i t  t h e  consumers smalt l o ~ n  ac t .  

5. Enactment w i l l  p rov ide  oppor tun i ty  f o r  Montana c i t i z e n s  t o  compete w i t h  
o u t  o f  s t a t e  companies f o r  t h i s  business. 

., 6. This law w i l l  b r i n g  a l l  premium f inance companies under t h e  j u r i s d i c t i o n  
o f  t h e  Montana law r a t h e r  than t h e  present  s i t u a t i o n .  

7, The no t  t o  exceed r a t e  of 21% p lus  4 12.50 pe r  agreement i s  a  r e f l e c t i o n  
o f  t h e  maximum cos t  o f  money today. I t  i s  somewhat h i she r  than t h e  present 
i ns ta l lmen t  sales a c t  and less than t h e  consumer loan ac t .  The ra tes  
c u r r e n t l y  - being charged f o r  o u t  o f  s f a t e  premium f inance companies exceed 
t h e  above f o r  some.agreements and a r e  less than t h e  r a t e  f o r  t z r s e r  
f i nance agreements. 

8. I t  i s  expected t h a t  t h e  l i cense fee o f  $100.00 w i l l  o f f s e t  t h e  cos t  t o  
t h e  department f o r  i n v e s t i s a t i o n  and l icensing.  

Ray Conger 



PREMIUM FINANCE BILL SB 239 

Add the following sentence to the definition of "premium 
finance company": 

An insurance premium finance company does not include an 
insurance compa.ny or insurance companies affiliated 
under the same management and control authorized to do 
business in this state which provide installment premium 
payment programs to policyholders nor does this term 
include an insurance agent licensed to do business in 
this state financing premiums on policies written by 
such agent. 

The same objective would be reached by adding, in the alternative, 
a new section as follows: 

The provisions of this act shall not apply to any insurance 
company or insurance companies affiliated under the same 
management and control authorized to do business in this 
state which provide installment premium payments programs 
to policy holders nor to an insurance agent licensed to do 
business in this state financing premiums on policies 
written by such agent. 

This language would be added as a new section to the bill. 



F a c t  Shee t  
k 

S e n a t e  B i l l  +239 
I n s u r a n c e  Premium Finance  Company ~ c t  

&7 

I NTRODUCTIO?? 

'The Premium Finance  A c t  a u t h o r i z e s  t h e  c r e a t i o n  of  I n s u r a n c e  
Premium F inance  Companies, p r o v i d e s  p rocedures  f o r  i n v e s t i g a t i o n  
and l i c e n s i n g  o f  a p p l i c a n t s ,  r e g u l a t i n g  premium f i n a n c e  
t r a n s a c t i o n s  and sets i n t e r e s t  r a t e s  and l a t e  c h a r g e s .  - - 

NATURE OF BUSINESS 

An I n s u r a n c e  Premium Finance  Company ( h e r e i n a f t e r  " f i n a n c e  
companyw) is a b u s i n e s s  t h a t  f i n a n c e s  i n s u r a n c e  premiums for a 
p e r s o n  _or b u s i n e s s  r e q u i r i n g  in su rance .  The f i n a n c e  conpacy p a y s  
t h e  i n s u r a n c e  premium t o  t h e  i n s u r a n c e  company on b e h a l f  of t h e  . 

i n s u r e d .  The i n s u r e d  t h e n  r epays  t h e  prexium p l u s  t h e  f i n a n c e  
c h a r g e  i n  p e r i o d i c  i n s t a l l m e n t s  to t h e  f i n a n c e  company. T h i s  
f i n a n c i n g  a r rangement  may be used by b u s i n e s s e s  w i s h i n g  to z c q u i r e  
i n s u r a n c e  as w e l l  as consumers. 

Many s ta tes  have acts s i m i l a r  t o  t h e  p r e s e n t  B i l l  i n c l u d i n g  
Minnesota ,  Washington, Oregon and Oklahona. 

Nontana d o e s  n o t  have a s t a t u t e  a u t h o r i z i n g  t h e  f i n a n c i n g  of 
premiums and  it is p r e s e n t l y  p r o h i b i t e d  by t h e  Commissioner of 
Insu rance .  A t to rney  Gene ra l s  Anderson and Woodahl r e s p e c t i v e l y  
r u l e d  t h a t  t h e  R e t a i l  I n s t a l l m e n t  S a l e s  Act and Consumer Loan A c t  
do  n o t  g e n e r a l l y  r e g u l a t e  t h e  f i n a n c i n g  of premiums. 
No twi ths t and ing  t h i s  s i t u a t i o n ,  In su rance  Premium F i n a n c i n g  is 
be ing  conduc ted  i n  Montana under  t h e  g u i s e  t h a t  t h e  t r a n s a c t i o n s  
a re  be ing  e n t e r e d  i n t o  o u t s i d e  t h e  s t a t e  under t h e  l a w s  of s t a t e s  
that do r e g u l a t e  t h e  f i n a n c i n g  o f  premiums, 

THE ACT 

L i c e n s i n g  

A p p l i c a n t s  f o r  a Premium F inance  L i c e n s e  f i l e  a n  a p p l i c a t i o n  and 
pay a $100.00 annua l  l i c e n s e  f e e  to t h e  Commissioner o f  I n s u r a n c e .  
The Conmiss ioner  makes an i n v e s t i g a t i o n  of each  a p p l i c a n t  t o  i n s u r e  
t h a t  t h e y  are of  good c h a r a c t e r  and w i l l  comply wi th  t h e  
r e q u i r e m e n t s  of t h e  A c t .  



S i n c e  some f i n a n c i a 1  i n s t i t u t i o n s  are r e g u l a t e d  by o t h e r  s t a t e  and 
f e d e r a l  l a w ,  s a v i n g s  and l o a n  a s s o c i a t i o n s ,  ,banks, t r u s t  coa?an ie s ,  
l i c e n s e d  f i n a n c e  companies,  c r e d i t  un ions  and r e s i d e n t  i n s u r a n c e  
a g e n t s  are exempted from t h e  A c t ' s  p r o v i s i o n s .  For  exam?le, banks  
and  s a v i n g s  and l o a n s  o f t e n  f i n a n c e  i n s u r a n c e  premiums when an  

. i n d i v i d u a l  pu rchases  a house;  f i n a n c e  conpan ie s  f i n a n c e  i n s u r a n c e  
premiums w i t h  s a l e s  under  t h e  R e t a i l  I n s t a l l m e n t  S a l e s  A c t -  
I n s u r a n c e  a g e n t s  would be r e g u l a t e d  unde r  S e n a t e  B i l l  210 which  
w i l l  allow them to  cha rge  i n t e r e s t  on unpaid r e c e i v a b l e s  z f t e r  30 
days .  The I n s u r a n c e  Premium Finance  A c t  is n e c e s s a r y  to  a l l o w  t h e  
f i n a n c i n g  of i n s u r a n c e  premiums i n  t r a n s a c t i o n s  t h a t  do n o t  i n v o l v e  
a l o a n ,  c r e d i t  s a l e  or an o t h e r w i s e  u n r e g u l a t e d  l e n d e r .  

The commissioner  may revoke  or suspend a  l i c e n s e  i f  a £  te, 7 an  - 
i n v e s t i g a t i o n  de t e rmines  t h a t  t h e  l i c e n s e  was o b t a i n e d  by f r a u d ,  
m i s r e p r e s e n t a t i o n  on t h e  a p p l i c a t i o n ,  t h e  l i c e n s e e  is u n t r u s t w o r t h y  
or  incomgeten t  or t h e  company h a s  v i o l a t e d  any p r o v i s i o n  of t h e  
A c t .  The r e c o r d s  o f  premium f i n a n c e  companies must  be ma in t a ined  
for  a t  least  t h r e e  y e a r s  and s h a l l  be open t o  e x a m i n a t i o n  and 
i n v e s t i g a t i o n  by t h e  Commissioner. 

R e g u l a t i n g  t h e  F inance  C o n t r a c t ;  Charges  

S e c t i o n  7 of t h e  A c t  e s t a b l i s h e s  r equ i r emen t s  for premium f i n a n c e  
c o n t r a c t s  i n c l u d i n g  t h e  s i z e  o f  t h e  p r i n t  (8  p o i n t )  and  t h e  
d i s c l o s u r e  of a p p l i c a b l e  f i n a n c e  cha rges .  The f i n a n c e  or s e r v i c e  
c h a r g e  may n o t  exceed i n t e r e s t  a t  t h e  nominal rate of 213, p l u s  a 
se t -up  c h a r g e  t o  a maximum of $12.50 p e r  premium f i n a n c e  agreement ,  
which need n o t  be re funded  upon c a n c e l l a t i o n  or  prepayment-  If an 
i n s u r e d  p r e p a y s  h i s  premium l o a n  p r i o r  t o  t h e  d u e  date t h e  unearned  
c o n t r a c t  c h a r g e  s h a l l  be re funded  i n  accordance  w i t h  t h e  Rule of 
78 ' s .  A d e l i n q u e n c y  c h a r g e  of $1.00 to a maximum of 5 8  of t h e  
d e l i n q u e n t  i n s t a l l m e n t  b u t  n o t  more t h a n  $5.00 may be a s s e s s e d  o n  
a n y  payment t h a t  is more t h a n  5 d a y s  l a t e .  A premium f i n a n c e  - 
agreement  may also p r o v i d e  f o r  t h e  payment of  a t t o r n e y s  f e e s  a n d  
c o u r t  costs i f  t h e  agreement  is r e f e r r e d  to a p r i v a t e  l a w  f i r m  f o r  
c o l l e c t i o n .  

C a n c e l l a t i o n  

If a c o n t r a c t  c o n t a i n s  a c l a u s e  a u t h o r i z i n g  c a n c e l l a t i o n  of 
i n s u r a n c e  upon d e f a u l t ,  t h e  f i n a n c e  company may c a n c e l  any 
i n s u r a n c e  c o n t r a c t  l i s t e d  i n  t h e  agreement  by g i v i n g  1 0  days  
w r i t t e n  n o t i c e  t o  t h e  i n s u r e d  of  t h e  i n t e n t  to  c a n c e l  t h e  p o l i c y  
u n l e s s  t h e  d e f a u l t  is cured.  The i n s u r a n c e  a g e n t  or b r o k e r  is also 
to be mai led  a n o t i c e .  



The Act a l s o  p r o t e c t s  o t h e r  p a r t i e s  i n t e r e s t e d  i n  s e e i n g  t h a t  a n  
i n s u r a n c e  p o l i c y  is ma in t a ined .  The A c t  r e c o g n i z e s  s t a t u t o r y ,  
r e g u l a t o r y  and c o n t r a c t u a l  r e s t r i c t i o n s  p r o v i d i n g  t h a t  a n  i n s u r a n c e  
c o n t r a c t  may n o t  be cance l ed  u n l e s s  n o t i c e  is g i v e n  to  a 
governmenta l  agency,  mortgagee or o t h e r  p a r t y .  The i n s u r e r  is to  
g i v e  t h e  p r e s c r i b e d  n o t i c e  t o  t h e s e  p a r t i e s  on or b e f o r e  t h e  s e c o n d  
b u s i n e s s  day  a f t e r  t h e  day it r e c e i v e s  t h e  n o t i c e  o f  c a n c e l l a t i o n  
from t h e  f i n a n c e  company and s h a l l  de t e rmine  t h e  e f f e c t i v e  . d a t e  o f  
c a n c e l l a t i o n  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  number o f  d a y s  o f . - n o t i c e  
r e q u i r e d  by t h e s e  part ies t o  complete  c a n c e l l a t  i on ,  ._ 

I n  t h e  e v e n t  o f  c a n c e l l a t i o n ,  t h e  unearned premium is r e t u r n e d  to 
t h e  f i n a n c e  company t o  be a p p l i e d  to  t h e  d e b t  o f  t h e  i n s u r e d .  I f  a 
s u r p l u s  r ema ins  t h e  f i n a n c e  company s h a l l  r e f u n d  any surplus l a r g e r  
t h a n  $1.00. 

F i n a l l y ,  t h e  A c t  r e c o g n i z e s  t h e  UCC p r o v i s i o n  s t a t i n g  that no 
f i l i n g  o f  a premium f i n a n c e  Agreement or r e c o r d i n g  of a premium 
f i n a n c e  t r a n s a c t i o n  is n e c e s s a r y  to p e r f e c t  a s e c u r i t y  i n t e r e s t  i n  
t h e  agreement.  
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I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  i n  e n a c t i n g  S e n a t e  

B i l l  241  t o  e n a b l e  t h e  Tnsurance Commissioner t o  implement a 

program f o r  c o n t r o l  of  Yed ica re  supp lementa l  p o l i c i e s  which 

w i l l  e n a b l e  Nontana t o  be exempted from t h e  v o l u n t a r y  

c e r t i f i c a t i o n  program f o r  such p o l i c i e s  e s t a b l i s h e d  by 

P u b l i c  Law 96-265. I t  i s  a l s o  t h e  i n t e n t  of  t h e  L e g i s l a t u r e  

::!int p o l i c i e s  s-u?plenenting I-Tedicare be a v a i l a b l e  t o  a s  

b rcad  a segment of  s e n i o r  c i t i z e n s  as p o s s i b l e .  To t h a t  

c n d ,  S e n a t e  G i l l  241 shou ld  n o t  be c o n s t r u e d  s o  a s  t o  

p r o h i b i t  t h e  s a l e  of  Tledicare supp lementa l  p o l i c i e s  w i t h  

b e n e f i t  l e v e l s  l e s s  than  t h o s e  e s t a b l i s h e d  by P u b l i c  Law 96- 

2 5 5 ,  i f  t h e  Insurance  C ~ r r ~ i i s s i o n e r  f i n d s  t h a t  such s a l e s  

r . ici~ld n o t  ?revent  ;:ontar,~i frccl o b t a i n i n g  t h e  a f o r e n e n t i o n e d  

exemption.  




