
, 

" -----_ ... _-------

HOUSE BUSINESS & INDUSTRY COMMITTEE 

Chairman, Rep. Jerry Metcalf, called the Business & Industry 
Committee to order on January 31, 1983, at 9:00 a.m. in 
Room 420 of the Capitol Building, Helena, Montana. All members 
present. 

HOUSE BILL 498 

REP. RAY PECK, District 8, sponsor, opened by saying this bill 
revises the laws regulating credit unions to allow them to 
meet losses from the sale of investments or securities from 
the regular reserve if the director of the department has 
previously approved such use of the regular reserve. 

PROPONENTS: 

JEFFRY KIRKLAND, Montana Credit Unions League, said this is a 
bill proposed by the Montana Credit Unions League and developed 
in consultation with the Commissioner of Financial Institutions, 
who is in charge of regulating their state-chartered credit 
unions. It provides the commissioner with a new "safety and 
soundness" tool rather than providing credit unions with any 
new authority. This bill gives the Director of the Department 
of Commerce the permissive authority on a case-by-case basis 
to allow credit unions to use their regular reserves to meet 
losses from the sale of investments or securities. (Exhibit #1) 

REP. BACHINI, went on record as supporting HB 498. 

OPPONENTS: none 

QUESTIONS: none 

HOUSE BILL 464 

REP. ANDREA HEMSTAD, District 40, sponsor, opened by saying the 
Department of Insurance had requested her to sponsor this bill. 
It is a model of a National Association of Insurance Commissioners 
law. The states that have this bill have no problems with it. 
She said it's seen by many as a hedge against inflation. 

PROPONENTS: 

JAYNE MITCHELL, Attorney for the Montana Insurance Department, 
said the act provides for the issuance of variable life and 
annuity contracts and enables the Insurance Commissioner to 
establish certain guidelines for the regulation of such products. 
Thirty two states have adopted the NAIC model variable law 
or similar laws. Only a few states, including Montana, have 
no legislation on this subject. (Exhibit #2) She stated there 
was a typing error on Page 2 line 5 that should be amended to 
read "33-2-806". 
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OPPONENTS: NONE 

QUESTIONS: 

REP. KITSELMAN: Is this a NAIC requirement because of the 
securities that back this product? Doug James, Department 
of Insurance, said the exemption from securities covers flat 
rate securities and the exempt transaction which applies to 
salesmen, brokers, etc. applies to variable annuities. We 
would take a position of caution to say all insurance sales­
men should be registered with us. 
REP. WALLIN: Was this bill introduced in the Senate last year? 
Ms. Mitchell: Yes as SB 331 and it was killed. 

HOUSE BILL 465 

REP. ANDREA HEMSTAD, District 40, sponsor, opened by saying 
this bill would generally revise the laws relating to insurance. 
It does a number of small amendments to the present law. 

PROPONENTS: 

JAYNE MITCHELL, Attorney for the Department of Insurance, said 
this is a "housekeeping bill" to amend certain statutes which 
were found inconsistent with other statutes and were 
troublesome to administer. It is also intended to correct 
an inadvertant change in the law which occurred during the 
1981 session. 

TERRY MEAGHER, Montana Insurance Department, said they have had 
trouble with companies "fronting" or "pooling" risks by meeting 
the minimum financial requirements, writing the risk and then he 
insures the entire amount in another company that is not 
licensed in Montana. We are trying to make the revocation or 
suspension of licenses for these offenses discretionary instead 
of mandatory. If they have re-insured 90% of their risks, we 
will look at it and then decide if we will hold a hearing. 
In 1981 the premium tax section 33-2-705 (4) was mistakenly 
amended to include inland marine. The loss to the State of 
Montana was $170,000. Prior to 1981, inland marine had been 
taxed at 2 3/4% of net premiums written. The 1981 amendment 
included inland marine to be taxed with wet marine at 3/4 of 
1% of gross underwriting profit. The amendment will return 
the tax rate and tax base to the level they were at prior to 
the inadvertent change. Section 5 would give the commissioner 
the discretion to hold a hearing if he considers it necessary. 
It outlines the factors to be considered in deciding whether 
a hearing is necessary on reviewing bulk reinsurance agreements. 

NORMA SEIFFERT, Montana Insurance Department, testified that 
companies try to get in under the Inland Marine definition and 
it has been very troublesome to their office and they would 
like it changed. 
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MS. MITCHELL: We need a committee amendment on this bill 
to change the inland marine tax from 3/4 of 1% to 2 3/4%. 
Do we need a fiscal note? Rep. Metcalf: Yes. 

ROGER McGLENN, Independent Insurance Agents of Montana, said 
his organization would like to go on record as supporting 
this bill. 

OPPONENTS: none 

QUESTIONS: 

REP. FABREGA: What does Inland Marine cover? Terry Meagher: 
Cargo and transportation by truck. Wet marine even covers 
jewelry insurance and wet cargo in ships. There is probably 
a higher risk and loss with wet marine. 
REP. WALLIN: This would have quite an effect on the firemen's 
insurance. Is this money earmarked for this? Mr. Meagher: 
They would also get a portion of the premium tax developed 
for that line. It would be 2 3/4% of approximately $200,000 
or maybe $6,000. 
REP. HARPER: On page 12 you have a procedure where the 
commissioner can approve or disapprove a hearing. Wouldn't 
the Montana Administrative Procedures Act apply to these 
things? Ms. Mitchell: We fall under MAPA except we do 
have a specific hearing section. The factors in 33-1-701 
are not meant to exempt the factors of MAPA, it's just to 
determine whether a hearing is necessary. Rep. Harper: Since 
you are not excluded from MAPA, you would have to meet the 
minimum requirements of it and this section would be invalid. 
Is there any reason this shouldn't be referenced to MAPA? 
Ms. Mitchell: This will just determine if a hearing is to 
be held. Rep. Harper: Under MAPA if 10% or 25 people ask 
for a hearing under the agency, you have to hold a hearing. 
Ms. Mitchell: I agree, we would have to hold one if it 
were determined. 

EXECUTIVE SESSION: 

HOUSE BILL 498 

REP. LYBECK moved that HOUSE BILL 498 DO PASS. 
Question: The motion carried by unanimous vote. 

HOUSE BILL 464 

REP. HARPER moved to amend page 2, line 5. Question: Carried 
unanimously. REP. FAGG moved passage of the Statement of Intent. 
Question: Carried unanimOUSly. REP. WALLIN moved that HOUSE 
BILL 464 DO PASS AS AMENDED. Motion carried unanimously. 
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HOUSE BILL 465 

REP. FABREGA moved the amendments on title, line 9 to strike 
3/4 of 1% and insert 2 3/4%. Question: Carried unanimously. 

REP. HARPER: On page 12 there is a problem. Every agency 
except the ones deleted out by MAPA must follow the requirements 
listed. Under this section, they say that one person can receive 
a hearing. Ten days cuts the requirement of MAPA in half. If 
they were given only 10 days notice in advance of a hearing, 
I think any decisions the commissioner makes could be deemed 
void. I would ask Jayne Mitchell to look at that and give us 
a recommendation. 

HOUSE BILL 452 

REP. ELLERD made the motion that HOUSE BILL 452 DO PASS AS 
AMENDED. 
REP. METCALF: We eliminated the grandfather clause and added 
if out-of-state examiners come in they need to show equivalent 
licensure to purchase a license in Montana. 
REP. HARPER: On page 4, line 15 - sub A, one of the requirements 
is that you engage in the occupation for at least 1 year. How 
can you do that without a license? I suggest we amend that. 
REP. ELLERD: Is there any reason they should have a high school 
diploma? Rep. Metcalf: Yes. 
Question: 
The motion that HOUSE BILL 452 DO PASS AS ~lENDED carried 
unanimously. 
REP. KITSELMAN made the motion that the Statement of Intent 
do pass. Motion carried unanimously. 

HOUSE BILL 147 

REP. METCALF: The Senate now has HB 147 in a sub-committee 
and they would like the House to appoint a sub-committee to 
iron out the problems together. I will appoint Rep. Harper, 
Chairman, Rep. Nisbet and Rep. Kitselman to serve on that 

- committee ~--- ~--~- ---~ -- ~.--~.-~. 

The hearing adjourned at 10:15 a.m. 

REP. JERRY METCALF, CH 

Li~~) 
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. aUSI~BSS A IUDUS~RY 
We, your commIttee on ....................................................................................................................................................... . 

. ., BOUSE . 498 havmg had under consIderatIon .................................................................................................................. BIll No ................. . 
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A DILL FOB. AY ACT nTITLBD; • A!I ACT TO ALLOW CllEDI'r tnfIONS, 
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HOOSE . 491 
Respectfully report as follows: That ............................................................................................................ Bill No .................. . 
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.................................................................................................... 

STATE PUB. CO. 
JEUY HB-lCAL!' Chairman. 

Helena, Mont. 
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PRDUOMS IfJlDTd; CLUIFYrHG '!'BAtt SlfU-GOVDffntC LOCAL 
GOVBlUOIBIft'S MY X02' UX OR LICOn IIfSUUU Oil AGEJftS i 
DBJ'.ftIJIG 'RB ~ POll 1"lLmG SUPl'OllTDlC DATA 0Jt RATE 
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Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

1 .. 

2. 
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STATE PUB. CO. Chairman. 
Helena. Mont. 
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-\.... Pa942 3, line 6 
Following: ·seotion-
5trike~ "14'" 
Insert: "15'" 

6. Page 3, line 13 
_ Following: -(-

Strike: all langu3.~e and purtctuation throu~:h tt 13" 
Insert: ~this act~ 

• 7. Page 3, line 15 
Following; ·throuqh-
Strike: -14-

• Inaert: -15" 

s. 
• 

• 
10. 

. 12. 
ir 

... 
13. 

14. 

Page 4, line 7 
Strik.: ·without-

Page 4, line S 
Strike: -examination· 

Paqe 4, line 9 and 10 
Following: "department-
Strike:: remainder of line ~ through "a("t]fO 01:1 line 10 

Page 4, line 11 
1"0 1lowing : OIIlic:ellse· 
StriKe: ·without examination~ 

PAge 4, line 13 
Followinq: -be" 
Strike: remainder of line 13 and lines 14 through 19 in 
their entirety tbrouqh -(b)· on line 19 

Page 4. line 20 
Follow!nq: .',-
Strikel ·(1) throuqh (5)· 

Page 5, line 25 
Following: -equivalent-- Strike: remainder of the line a.nd tbrou<Jh "agency· on line 2 
on paqe , 

-15. 

16. 

Pa96 6,. line 5 
Following: ·polY9raph~ 
Insert: ·or a comparable examination conducted by another 
state whoae law requires successful completion of the 
eX3mination as qualification for a license-

l'aqe 6, line 13 
Following: "through'" 
Strike: "14" 
Insert: "15" 

STATE PUB. CO. 
Helena. Mont. 

Chairman. 
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17. Paqe 6, follovinq line 13 

"J.~#,\-,~~y'",J.l"", .... , ................. , .... , .... , 1 grD ...... .. 

Insert: ·Section 8. Continuing education. The depart~ent 
lihall establish by rule :niniJ'llWll requirements of professional 
education and traininq, consistent with field of learning 3.ud 
witll the standards of Frofeasional organisations, for renewal 
of licon-60S. u 

Renumber: subsequent sections 

13. Page St line 13 
bHaJdqxxxtxkxaJqJk 
Strike: "14" 
Insert: "15" 

19. Paqe 8, line 16 
Following: ~through· 
Strike: "14-

-I.naert: "15" 

20. Paqe 10, iln~_ 
Following! .. thrOugh" _ 
Strike: ·'14" . 
Insert: "15" 

21. Page 10 f lines 7 and a 
strike. Section 1S ill its Etntirety 

Renumber: subaequen t SErctiou 

22. Paq8 16, 1111e 10 
Following: "throuqhW 

Strike: " 14 • 
Insert: "15" 

23. Page 10, line 12 
Following: "through­
Strike! 111<4 It 
Insert I 11115"' 

STATE PUB. CO. 
Helena, Mont. 

Chairman. 
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WE YOUR COMKITT~E ON BUSINESS ruiD INDOSTRY, P~VING al\O WIDER 
CONSIDERATION :nOUSE BIU. un. 452 # FIRST READING COpy tJHI'!'E f 

ATTACH THE l"OL.LOW'ING S'l'AT.i::.?!EWr OF' nfTENT ~ 

STATImENT OF IUTl!ln' 
uOOSt BILL 452 

A statement of intent i8 required for this bill Oecau.e 
section 3qranta rulemaking authority to the Department 
of conaerce~ -. --. 
It is the. leqislature' .--·intent t.bat the department shall 
&dopt rules setting forth tho manner in. which an 
applicant must prove hi. !1tn~f~ l~cnaurc ~d adopt 
rulos speci~ying the fees Authorized by secti~~ 7. The 
department must a180 adopt rules .stablishing the-~Ate ot 
expiration of ~ll licenses; it is contemplated that th~se 
rules will establish 4 di fferent nu!'\2(trical ~Troupin,::1"~ 
so that all liconselS do not expire on o::;,e date. rrhe 
dti3p.artMcnt shall also adoFt rulas apecifying tho form 
oftne. liQ~n.tlie and pocket card. The department aaall 
also adopt, under section 8, rules for continuinq education 
of examiners. The de~artment may, unde.r section 3 and 15, 
adopt any or All parts of the Attoraey C~neralfB ~Ddel 
Rule3 which satisfy the requirements of aeetion 15. It 
is the legislature's intent that no ot~er rul •• than those 
required by section 15 and as aay otherwise be authorized 
by the Administrative Procedure Act, be adopted by t~e 
department to implement this act • 

......................................................... ··········· .. ··· .. c·h~i~·~~~:······ .. · 
STATE PUB. CO. 

Helena, Mont. 
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A BtU. POa Ali ACT D'tlfl.BD; • AN ACT !'O ADOPr A VA1UAB1..B 
COlftRAC'!' LAW AIlTHOJtISDlG LIFE DisoaAlfCB COJC1>URS TO KSTABLISl! 
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POLleIU AHD VAllIA8lJt AlmOIn COlftRAC'l'S.-

BOUSE 464 
Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

~--

1. .&98 2, line S 
J"ollowbg J 8W14er­
Strike: -32-2-80'­
Insert; -)3-2-80'-

STATE PUB. CO. 
Helena, Mont. 

.................................................................................................... 
Chairman. 
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MR. SPnlmR: 

WEYOOR COMMITTEE ON BUSINESS AND INDUS'rRY, BJ\VIHG 
a~ UNDER CONSIO~RATION HOUS~ BILL NO. 464, FIRST 
l:UtADn~G C~.,py WllI'!'it, AT'4'ACll TilE f'OLLOtiISG ~~'!'ATEME~l'I' OF' IilTI":U'r: 

I> STAT~J{EN'i" Of' I HT!~.NT 
HOUSE BILL "64-" 

A .tate~nt of intent is required for this bill in 
that it deleqates rulemaking Authority to the Commissioner 
ot Insurance in section 5. 

Although 33-1-313, MeA, delegates to the commissioner 
of Insurance rulEUSak1ng authority to effectuate any provisions 
of the. code, a& LClll6 substantively !ncreas~8 this pover, a 
statement of intent is required. 

Section 5 empowers .the CoJJAissioner ot Insurance 
with the 801e authority' eo.requlate the issuance and 
sale of vari4hl~ contra4ltsand allows the Co!M'lU.asioner 
to promulgate r~les to carry out th~ provisions ot this 
bill. The Corn~issionQr' s aut.hari t:, to ;-roll!lUl!!atc rules 
if:. li~itl2d in scope to the followinD. areas~ 

1. Rules relating to Maintaining reserves for 
'T~aranteed benefits a.nd funds in 4 separate aCCOW1.t: 

2. Rules relatinq to valuation of as.ets allocated 
to A separate account; 

3. Rules relating to the transfer of cash or securities 
amonq & lite insurance company's accountsl and 

4. Rules relatift9 to the requirement. ot doinq 
businoss under this bill. 

All rules promulgated under this bill are Subject to the 
provisions ot the MontanA Administrative Procedure Act. 

STATE PUB. CO. 
Helena, Mr 



HOUSE BILL 498 

TESTIMONY OF JEFFRY M. KIRKLAND 

VICE PRESIDENT-GOVERNMENTAL RELATIONS 

MONTANA CREDIT UNIONS LEAGUE 

BEFORE THE HOUSE BUSINESS & INDUSTRY COMMITTEE 

ON MoNDAY J 31 JANUARY 1983 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE J FOR THE RECORD 

I AM JEFF KIRKLANDJ VICE PRESIDENT-GOVERNMENTAL & COMMUNITY RE­

LATIONS FOR THE MONTANA CREDIT UNIONS LEAGUE. THE LEAGUE REP­

RESENTS 118 OF MONTANA'S 121 CREDIT UNIONS. 

HOUSE BILL 498 IS A BILL PROPOSED BY THE MONTANA CREDIT 

UNIONS LEAGUE AND DEVELOPED IN CONSULTATION WITH THE COMMISSIONER 

OF FINANCIAL INSTITUTIONSJ WHO IS IN CHARGE OF REGULATING OUR 

STATE-CHARTERED CREDIT UNIONS. I STRESS THE CONSULTATION WITH 

THE COMMISSIONER OF FINANCIAL INSTITUTIONS J SINCE THE BILL PRO­

VIDES THE COMMISSIONER WITH A NEW "SAFETY AND SOUNDNESS" TOOL 

RATHER THAN PROVIDING CREDIT UNIONS WITH ANY NEW AUTHORITY. 

THE BILL ARISES FROM A SPECIFIC SITUATION IN WHICH THE 

SAFETY AND SOUNDNESS OF A CREDIT UNION WAS THREATENED AND IN 

WHICH THE REGULATOR FELT HE HAD NO STATUTORY AUTHORITY FOR REMEDY. 

CREDIT UNIONS TYPICALLY LOAN OUT THE SAVINGS DEPOSITS THEY 

ATTRACT TO GENERATE THE INCOME TO PAY SAVERS INTEREST (WE CALL 

IT "DIVIDENDS") FOR THEIR DEPOSITS. HOWEVER J WHEN LOAN DEMAND 

DECREASES OR WHEN THE CREDIT UNION IS ATTRACTING MORE SAVINGS 

DEPOSITS THAN THERE IS LOAN DEMAND FOR J IT HAS TO INVEST THOSE 

SURPLUS FUNDS TO GENERATE INCOME TO PAY SAVERS DIVIDENDS, 
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SECTION 32-3-701J MeA J VERY SPECIFICALLY LISTS PERMISSABLE 

INVESTMENTS FOR STATE-CHARTERED CREDIT UNIONS} PREVENTING THE 

POSSIBILITY OF INVESTING IN HIGH-RISK} SPECULATIVE SECURITIES. 

HOWEVER} EVEN WITH SECURITIES AND OBLIGATIONS ISSUED BY OR FULLY 

GUARANTEED BY THE U.S. GOVERNMENT OR ONE OF ITS AGENCIES} THERE 

IS A CHANCE OF TAKING A LOSS UPON SALE OR LIQUIDATION OF THAT 

INVESTMENT. AND THAT IS THE PRIMARY PROBLEM THIS BILL ADDRESSES. 

A CREDIT UNION HAD INVESTED SURPLUS FUNDS IN SEVERAL AGENCY 

OBLIGATIONS BACK IN 1977 AND 1978 WHEN A 7.25% AND AN 8% YIELD 

WAS EXCELLENT INCOME. THEN} BEGINNING IN LATE 1978} CREDIT 

UNIONS FOUND THEMSELVES HAVING TO PAY AT LEAST 6% FOR PASSBOOK 

SAVINGS AND UP TO 14% FOR VARIOUS SHARE CERTIFICATES. OBVIOUSLY J 

A 7.25% OR 8% YIELD FROM THE INVESTMENTS WAS NOT ENOUGH TO PAY 

SAVERS MARKET RATES FOR THEIR SAVINGS AND STILL HAVE ENOUGH LEFT 

OVER TO PAY OVERHEAD AND OPERATING EXPENSES. 

THE CREDIT UNION ASKED THE DEPARTMENT IF IT COULD SELL 

THOSE INVESTMENTS} WHICH WOULD HAVE NECESSITATED TAKING A SMALL 

LOSS} AND THEN MAKE UP FOR THE LOSS BY ACCESSING ITS REGULAR RE­

SERVES. THE DEPARTMENT DENIED THE REQUEST} STATING THAT UNDER 

STATE CREDIT UNION LAW REGULAR RESERVES COULD ONLY BE USED FOR 

LOSSED INCURRED BY RISK ASSETS. UNFORTUNATELY} AGENCY OBLIGA­

TIONS ARE NOT DEFINED BY CREDIT UNION LAW AS RISK ASSETS. 

THE CREDIT UNION WATCHED THE MARKET VALUE OF THOSE INVEST­

MENTS PLUMMET (REFER TO ACCOMPANYING CHARTS)} ALL THE WHILE 

EARNING LESS FROM THEM THAN ITS COST OF FUNDS AND SUSTAINING 

LOSSES MONTH AFTER MONTH, THOSE LOSSES BEGAN TO IMPAIR THE SAFETY 

AND SOUNDNESS OF THE CREDIT UNION, 
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FINALLY} IN CONSULTATION WITH THE NATIONAL CREDIT UNION 

ADMINISTRATION} THE AGENCY WHICH INSURES THE DEPOSITS IN ALL 

MONTANA CREDIT UNIONS} THE DEPARTMENT RELUCTANTLY ALLOWED THE 

CREDIT UNION TO LIQUIDATE THE INVESTMENTS AND MAKE UP FOR THE 

LOSS BY UTILIZING ITS REGULAR RESERVES. OF COURSE} THE CREDIT 

UNION HAD TO REPLENISH ITS REGULAR RESERVES TO THEIR STATUTORY 

LEVEL BY MAKING REGULAR TRANSFERS FROM SUBSEQUENT EARNINGS. 

HOUSE BILL 498 GIVES THE DIRECTOR OF THE DEPARTMENT OF 

COMMERCE} THROUGH AUTHORITY DELEGATED TO THE COMMISSIONER OF 

FINANCIAL INSTITUTIONS} THE PERMISSIVE AUTHORITY ON A CASE-BY­

CASE BASIS TO ALLOW CREDIT UNIONS TO USE THEIR REGULAR RESERVES 

TO MEET LOSSES FROM THE SALE OF INVESTMENTS OR SECURITIES. WE 

SEE THIS AUTHORITY BEING UTILIZED ONLY UNDER EXTRAORDINARY CON­

DITIONS 1M WHICH THE SAFETY AND SOUNDNESS OF A CREDIT UNION IS 

IMPAIRED BY ITS NOT BEING ABLE TO SELL INVESTMENTS DURING PERIODS 

OF STRONG LIQUIDITY PRESSURE. 

THE DEPARTMENT OF COMMERCE AND THE COMMISSIONER OF FINANCIAL 

INSTITUTIONS SUPPORTS THIS BILL} AS DOES THE MONTANA CREDIT UNIONS 

LEAGUE. WE URGE THATJ UPON CONSIDERATION OF THE MERITS OF THE 

BILL} THIS COMMITTEE RECOMMEND THAT HOUSE BILL 498 DO PASS. 
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State Auditor - Insurance Department 
Testimony - HS 464 

This is the model bill drafted by the National Association of 
Insurance Commissioners (NAIC). The act provides for the 
issuance of variable life and annuity contracts and enables the 
Insurance Commissioner to establish certain guidelines for the 
regulation of such products. 

Most jurisdictions approve these products. Thirty two states 
have adopted the NAIC model variable law or similar laws. 
Thirteen other states and the District of Columbia have adopted 
modified versions of the model or independent legislation. Texas 
and Georgia have retained much of the model language but make 
separate provisions for life insurance and annuities. Only a few 
states, including Montana, have no legislation on this subject. 
We have contacted the states which authorize the sale of these 
products. Of those responding most said they had virtually no 
problems with this legislation. 

Since 1967, under the direction of a former Chief Deputy, the 
Insurance Department has allowed the sale of variable annuities 
in Montana. This was allowed under the general insurance laws 
allowing a life insurer to sell life insurance and annuities. 
The department would like to have the law clarified. 

Variable life insurance contracts have death benefits which 
increase or decrease depending on investment results. In no even 
will the death benefit fall below a guaranteed minimum equal to 
the face amount of insurance specified in the policy. Variable 
life insurance policies have cash values which also increase or 
decrease depending on investment results but then is no 
guaranteed minimum cash value. 

This legislation, in conjunction with the enactment of regula­
tions, based on the NAIC Model will give the Insurance Department 
effective control of these products for the protection of Montana 
Residents. 

We feel that we should allow the use of these products in 
Montana; if the public wants to buy the products they should have 
the opportunity. 

LEGIS-HB464 
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STATE POSITiONS RELATiVE TO THE 
MODEL V .. \ 'UABLE CONTRACT LAW 

32 st:Ates have adopted the NA[C \lodel Va!"!2.b!e C'~!1tra~t La'''''. or si..rr.il3.!" 12.'''''5. 13 oth~!" st:!tes :!~d 
the Di5trict of Columbia have .1doptt:d t:i~bt:: s;gu~ficd.lll:) IIH ... Ji[i..:J V<::r~;vCl:; or Lb: !llvUC:. 0, 
independent iegisiation in tills al·ca. Of that g70Up of states, Georgi;: and Texas hav.:: r2tiG.cd lii,",_h 

of the model l~nguage. but have SeperatE:, provisions for life insurance and for aunnities. 
Five states. Indliln:l. Mont:ma. New :\'lcxico. Rhode Island. and Utah have no legislation in this 
area. A tabuicition of state positions appears below, 

Sta!.e 

Ala~ama 

Alaska 

l.rizona 

Arkansas 

Califomia 

Colo!"3do 

C.:m.r:ecticut 

:J.C. 
i'tvrirla 

Hawaii 

!,hho 

(i:io!)is 

Indiana 
lown -

Kansas 

Y.entucky 

t.laine 

:.1:.l:-::!ar.d 

Adopted NAIC :\lode! 
Yes 

Title 28A. Chapter 34 Sections 
754-759. effective January 1. 1972 

Title 66, Chapter 33. Sections 
66-3337 though 66-3340., effective 
1975 
Part 2. Chapter 5, Article 5. 
Sections 1O,j06-10506.1. effective 
1004. amer:ded 1968. 1971 
Title 10. Article 7. Sections 
10-7-402 through 10-7-405. efft~c­
tive 1963 
Title 3R. Chapter 680. Sections 
38-171 t a through 38-155. efft,c' 
tive 1967,1971 
Title 18. Part 1. Chapter 29. 
Section 2932. effective 1953 

Title 24. Chapter 431. Section 
431-563. effective October 27. 1909 
Title 41. Chapter 19. Sections 
41-1916 through 4 ~-1939. effecti\e 

Chapter 73. Article XIV II2. Sections 
857.21 through 857.62 

Title XX Chapter ;;08..\, &'Ctions 
508A-l-~OkA.;;. effective 19n 
Chapte; -HI. Article 4. Sections 
40·436 through 40·438. effective 
1967/1972 
Chapter 304. Suhtitle 1 fl, Se('­
tion 304,.'i';-\<)() 
Title 2~. Part XXX [!. ~t'c(iun 
1500. effecti ve 19fif:i 
Title 24-1\. Ch<.tpter 29. SectiOlI 
25:37. effective 1970 

No 
Other Legislative or 

Administradve Action 

X Title 21. Chapter 21. Section 21.21.:320. 
effective 1966 

X Title 20. Chapter 3. Section 20-2!36.O 1. 
effective 1967/1970 

x 
X 

x 

x 

Title 35. Chapter 5. Section 35-541 
Title XXXV, Chapter 627. Sections 
627.801-627.H07 

Title 56, Chapter 56-10. Section 
5&-1038{lifel and 56-104()(annuities), 
effecti ve 1969 

None to date 

A rl iell' ·IS:\. Subt i tit' ? l. St.·ct ion 
36:!.l'Ift'cli\'e 1970 197:i 



Adopted NAIC :\Iodel 
Stote Yes 

MaS5acnusdts :\1a5s. Gen. Laws c. 175. Section 
132G. 132H. effective June 11. 
1968 

Michigan 

[VI innesota 

Mississippi 

Missouri 

Montana 
Nebraska 

Chapter 61A. Sections 61A.t3· 
61A.21. effective 1969 
Title 83. Chapter 7. Sections 
83-7-27 through 83·7·-19. effec­
tive 1968 
Title XXIV. Chapter 376. Section 
376.309. effective 1969 

Nevada Title 57. Chapter 688A. Section 
68BA.390, effective 1971 

;;';0 
Oth,·r Le~isl<!(ive or 

Admi:; .trat;v~ Action 
---=--=~-'-

X Chatlter 500. Chapcer 9. Sect:,)i1 
500.9~S. effecci\'e 1953 197-! 

X None to date 
X Chapter 44. Article 22. Sections 

44·2201 through 44-2221. effective 
1969 

New Hampshire • _ X Chapter -108, Sections -108:f3-408:-11. 
effective 1968 

NcwJersey 

New Mexico 
New York 

North Carolina 

North Dakota 

Ohio 

Title 173, Subtitle 3. Sections 
17B:28-1 through 17B:28-14. 
effective 1971 

Article IXa. Section 227. effective 
1971 
Chapter 58, Article 6. Section 
58-79.2. effective 1965/1973 
Title 26. Chapter 26-11.1, Sections 
26-11.1-01 thrQugh 26-11.1-05. 
effective 1971 

Oklahoma Title 36, Chapter 2, Section 6061, 
eff.ecti ve 1959 

Oregon Sections 733.220-733.230, effec­
tive 1973 

Pennsylvania Chapter 2, Article IVa, Section 
406.2, effective 1967/1974 

Rhode Island 

South Carolina Title 38. Chapter 33, Sections 
38-3.3-10 through 38-33-50. efft~c­
tive 1968 

South Dakota Title 58, Chapter 58-28, Sections 
58-28-13 through 58-28·31. effec­
tive January 1. 1977 

Tennessee Title 56, Chapter 3, Sections 
56-312 through 56-320, effective 
1967 

Texas 
Ut.1h 
Vermont 

Virginia 

Title 8. Suhchapter 6. Sections 
38fi5-3~59. effective 1971 

X None to date 

X Title XXXIX. Chapter .1905, Section 
3905.20. effective 1959 

X None to date 

X Articles 3.72 and 3.73, effE'ctive 1971 
X None to date 

X Title 38.1. Chapter 8, $.xtiOIlS 38.1-408. 
and 38.1-443, effective 1966/1976 

c 

Washington Tille ·tS. Chapter 48.1RA. Section:, ( 
4l-'.1RA.O 1 0·7R.I SA.900. effeni Vl' "--

1969 

260·5 



Model Regulation Service - Marc!:! 1978 

State 
Adopted N A I C -,-,~..::..:lo:....:d::....:ec..:..l __ --,...r-_ 

~s No 

West Virginia Chapter 33, Article 13A, Sectic:ls 
33·13A·1 thro'..!~:: 33-!3.o_·5, 
effective .Tuly 5, 1977 

Other Legislati ve or 
Administrative Action 

Wisconsin x Section 611.25. Wisconsin Statutes 
~ffective 1971 

Wyoming 

Puerto Rico· 
Virgin Island· 

Title 26.1, Chapter 16. Section 
26.1-367, effective 1967 

·Research not yet verified 

C'upyri;-:h, 197, :-';1.-\HS:-';:\IC 

X None to date 
X Nc~e t~ d;!t~ 

260-6 



· STATEMENT OF INTENT 
. ./vhi" Bill No. 1f/i. [LC 1116] 

A statement of intent is required for this bill in 
that it delegates rulemaking authority to the Commis­
sioner of Insurance in section 5. 

Although 33-1-313, t1CA, delegates to the Commis­
sioner of Insurance rulemaking authority to effectuate 
any provisions of the code, as LC 1116 substantively 
increases this power, a statement of intent is 
required. 

Section 5 empowers the Commissioner of Insurance 
with the sole authority to regulate the issuance and 
sale of variable contracts and allows the Commissioner 
to promulgate rules to carry.out the provisions of this 
bill. The Commissioner's·authority to promulgate rules 
is limited in scope to the following areas: 

1. Rules relating to maintaining reserves for 
guaranteed benefits and funds in a separate account; 

2. Rules relating to valua.tion 
allccated to a separate account; 

of assets 

3. Rules relating to the transfer of cash or 
securities among a life insurance company's accounts; 
and 

4. Rules relating to the requirements of doing 
business under this bill. 

All rules promulgated under this bill are subject 
to the provisions of the Montana Administrative Proce­
dure Act. 
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