MINUTES OF THE MEETING
BUSINESS & INDUSTRY COMMITTEE
MONTANA STATE SENATE

March 26, 1987

The forty-first meeting of the Business and Industry Committee
was called to order by Chairman Allen C. Kolstad at 10 a.m. on
Thursday, March 26, 1987 in Room 410 of the Capitol.

ROLL CALL: All committee members were present.

Chairman Kolstad announced that HB 372 would be held for a
time by request of the sponsor and also HB 586 would be held
if there was no objection from the members. There was none.

RECONSIDERATION OF HOUSE BILIL NO. 179: Sen. Boylan MOVED that
they RECONSIDER their action on HB 179, seconded by Sen. Walker.
Discussion revealed that the banking industry had changed their
position on the bill since the bill had been heard. Chairman
Kolstad called upon Joe Upshaw who replied that the Montana
Bankers' Association had asked him to inform the committee that
with the amendment the trust company owned by D.A. Davidson
could not be grandfathered out. The committee researcher, Mary
McCue, explained the amendment. The original amendment would
not prohibit continued control of financial institutions that
would have been eligible for federal deposit insurance on

March lst so long as the company had been acquired by that date.
This would preclude any group from further acquisition.

Sen. Thayer expressed his opposition to reconsidering their

past action and said that Congress is debating this issue and
he does not like the state to pre-empt what might happen on the
national level. He also expressed dislike for MBA's decision

at the last minute and he does not like monopoly. Sen. Walker
pointed out that there was a distinct reason why there was that
separation between the banking industry and the securities
companies and that reason brought about the abuse. He felt they
were asking to maintain checks and balances and felt it was an
important feature and expressed support for the bill.

Sen. Williams asked John Cadby to speak on the amendments. Mr.
Cadby said they supported the bill as it came from the House
because they were still eligible for insurance from FDIC. The
MOTION TO EECONSIDER carrled by a majority vote with Sens. Neuman,
Thayer and Meyer voting "no"

Sen. Boylan MOVED ADOPTION OF THE AMENDMENTS, seconded by Sen.
Walker. Sen. Thayer MADE A SUBSTITUTE MOTION that they adopt
the other amendments that were prepared, seconded by Sen. Meyer.
He explained that this amendment allows Montana companies to
continue to buy, thereby eliminating problems between big banks,
K-Mart and groups of that nature. It would give the banks a
considerable amount of protection and have them all compete on
equal ground. Sen. Meyer expressed opposition because of the
separation of powers between banking and securities for the
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purpose of consumer protection. This is not the same as giving
preference on the other issues.

Sen. Meyer agreed that the Davidson amendment is the best
because it leaves the door open and will increase competition.
Sen. Williams asked if the banking industry testified against
the Davidson amendment and Sen. Thayer responded that they had
offered the other amendment. Sen. Boylan felt the original
amendments would give a trial period and expressed opposition
to Sen. Thayer's substitute motion. Sen. Neuman spoke in favor
of the substitute motion because the first set of amendments
would grandfather only one firm and felt they should adopt

the substitute motion.

Sen. Weeding asked Sen. Thayer if the Davidson amendment was
strictly for them and the reply was it was not. Mr. Cadby
responded that the MBA thought the bill was fine and needed
neither amendment. The question was called on the SUBSTITUTE
MOTION; the MOTION FAILED with Sens. Hager, Boylan, Weeding,
McLane, Walker and Kolstad voting "no".

Sen. Williams pointed out that Mr. Cadby had said no amendments
were needed and asked Sen. Boylan to explain the amendments.

He replied that it lets D.A. Davidson have the grandfather
clause. The question was called on the ORIGINAL MOTION. The
MOTION CARRIED ON A MAJORITY VOTE with Sens. Meyer, Hager and
Thayer voting "no".

Sen. Walker moved that HB 179 BE CONCURRED IN AS AMENDED, seconded
by Sen. Boylan. The MOTION CARRIED with Sens. Hager, Thayer,
Meyer and Neuman voting "no". Sen. Walker will carry the bill.

CONSIDERATION OF HOUSE JOINT RESOLUTION NO. 43: Rep. Cal Winslow,
House District 89, said the regulation called for an interim study
requesting insurance to offer long-term care insurance in Montana.
One of the fastest growing areas of increases for the human
services budget is the cost of long~-term care insurance, he said.
The elderly population in this country continues to grow, high
technology adds cost to care, and longevity causes increased cost.
The state has the responsibility for a high percentage of people
in nursing homes and he expressed the need for this study.

PROPONENTS: Joe Upshaw, representing the American Association of
Retired Persons, explained his written testimony. EXHIBIT 3.

Chuck Butler, Blue Cross/Blue Shield of Montana, announced they
are the administrators of Part A and B of the Medicare program
for the federal government. He said they process the claims

for the medicare people in the state and had significant data

to confirm the cost of care. He said the cost of long-term care
in this country is over $500 billion and urged passage of this
resolution.
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David Evenson, Montana University System, said that the
Commission of College Retirement recently did a study on long-
term care and devised a program that could be offered for

about 1% of payroll or a monthly payment of $10-20. He said

it wouldn't be long before a program such as this will be needed
and urged support.

OPPONENTS: There were no opponents.

DISCUSSION OF HOUSE JOINT RESOLUTION NO. 43: Chairman Kolstad
called for questions from the members of the committee.

Sen. McLane asked if this type of insurance was being offered
anywhere else and Mr. Evenson replied there were some insurance
companies that are beginning to experiment with long-term care
policies. Sen. Boylan expressed opposition because he felt it
would be compulsory.

Rep. Williams asked if there were other resolutiong besides
No. 45 with which this resolution would be compatible.

Sen. Thayer asked Rep. Winslow what kind of incentive would be
offered to private insurers and Rep. Winslow replied that tax
breaks, tax credits for monies paid to offset income taxes

and other incentives would be considered.

Sen. McLane asked what the cost would be and Rep. Winslow re-
sponded that it might be based on something like an annuity
policy. Sen. Walker asked Rep. Winslow to clarify that this
is only a study and not a mandate to require persons to acquire
this.

Sen. Weeding asked Mr. Upshaw which states were involved and

he replied that Colorado offers tax incentives both for the
insurer and the insured. Sen. Boylan asked why the insurance
companies aren't picking this up now if the market is there.
Rep. Winslow answered that up until now they had not seen enough
interest.

In closing, Rep. Winslow stated that it is a serious problem
because people seem to be relying on the system; as the popu-
lation continues to age it becomes critical that we encourage
people to take responsibility for their own long-term care on a
voluntary basis.

DISPOSITION OF HOUSE JOINT RESOLUTION NO. 43: Sen. Hager MOVED
HJR 43 BE CONCURRED IN, seconded by Sen. Walker. Sen. Neuman
expressed concern that one of the incentives being a possible

tax credit could result in more tax credits than taxes. Although
he felt it had good intentions he said he would oppose it.

Sen. Hager felt it would be beneficial to study this. The

MOTION CARRIED with Sen. Boylan voting "no". Sen. Hager will
carry the bill.
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DISPOSITION OF HOUSE BILL NO. 466: Mary McCue, committee
researcher, explained that in the title of the bill the
language was amended in to require school districts and vo-
tech centers to give a preference in certain instances but
that language was not included on page 6 in the definition of
a public employer. A single amendment was needed to include
this on page 6. (See Standing Committee Report)

Sen. Weeding MOVED ADOPTION OF THE AMENDMENT, seconded by
Sen. Thayer. The MOTION CARRIED UNANIMOUSLY.

Sen. Williams MOVED HB 466 BE CONCURRED IN AS AMENDED, seconded
by Sen. Boylan. Sen. Neuman spoke against the bill because

by adding that preference he felt there was discrimination
against women and also because most veterans don't feel they
need a preference. Sen. Walker disagreed and Sen. Williams
felt the implementation costs would not amount to much as

only the Viet Nam veteran would be included and deserves to be.
The MOTION CARRIED with Sens. Weeding, Hager and Neuman voting
Ilnoll .

DISPOSITION OF HOUSE BILL NO. 806: Sen. Meyer MOVED ADOPTION
OF THE AMENDMENTS, seconded by Sen. Thayer. Les Loble had
prepared the amendments. (See Standing Committee Report) The
MOTION CARRIED. (See EXHIBITS 4 and 5)

Sen. Meyer moved HB 806 BE CONCURRED IN AS AMENDED, seconded
by Sen. McLane. The MOTION CARRIED UNANIMOUSLY. Sen. Meyer
will carry HB 806.

RECONSIDERATION OF HOUSE BILL NO. 622: Sen. Thayer MOVED to
RECONSIDER PREVIOUS ACTION, seconded by Sen. Meyer. The MOTION
CARRIED UNANIMOUSLY. The bill, as amended, had previously been
tabled in committee.

Sen. Thayer MOVED HB 622 BE CONCURRED IN AS AMENDED, seconded
by Sen. Walker. The MOTION CARRIED with Sens. Kolstad and
Boylan voting "no". Sen. Weeding will carry HB 622.

The next business meeting of the Business and Industrv Committee
will be on March 27th at 10 a.m.

There being no further business, the meeting adjourned at
11:05 a.m.

(oo, . faid—

SEN. ALLEN C. KOLSTAD, CHAIRMAN

cl
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Amendment to HB 179 Third reading (blue)

COopy
SENATE L5 7~
1. Title, line 6. Exsiar o/
Following: "BY" DAT\\3 A

Insert: "CERTAIN"

BILL NO-@LZL

2. Page 1, line 12.
Following: '"company"

Insert: ", except a company incorporated undér the laws of
this state that has its principle place of business in this state,"

Ll
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Amendments fo HB 179 Third reading (blue) copy

1.

Page 1, line 10.
Following: "acquisition"
Insert: " -- exception"
Following: "acquisition."”
Insert: "(1)"

Page 1, following line 19.

Insert: "(2) Nothing in this section prohibits the
continued control of a financial institution eligible

- for insurance under the Federal Deposit Insurance Act

by a company that acqulred the financial 1nst1tutlon
prior to March 1, 1987.
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2
EXH!BIT NO.___ >

DATE_~. ?t§7é£f'29t;7
s No AT A3

MR CHAIRMAN, MEMBERS OF THE COMMITTEE,

FOR THE RECORD, I AM JOE UPSHAW OF HELENA, REPRESENTING THE
AARP. Loyl

TOOMANY PEOPLE HAVE BEEN &%B.TO BELIEVE THAT THE RECENTLY
PASSED LEGISLATION IN WASHINGTON THAT ADDRESSES CATAE?ggiglc
CARE WILL TAKE CARE OF THE CITIZEN WHO GOES TO THE NURSING
HOME. THIS IS CERTAINLY NOT TRUE, AS IT IS AN ENTIRELY
DIFFERENT ISSUE. MY ORGANIZATION HAS BEEN STUDYING THE

NEED FOR SOME TYP¥ OF INSURANCE THAT A PERSON MIGHT OBTAIN
THAT WOULD D ASSURE HIME THISVCA%Eﬂ%ETHOUT THE TREMENDOUS
OUTLAY®THAT IS NOW NEEDED. &EgA’miaégﬁg gé%&ﬂEELOTED THIS
AND STUDIES HAVE INCLUDED: CONSUMER PROTECTION SAFEGUARDS,
EXPLOITATION BY UNRELIABLE FIRMS, COST COMPARISONS, PRICES,
INCREMENT BUYING, SALES INCENTIVES TO COMPANIIES , PURCHASE
INCENTIVES ( SUCH AS TAX INCENTIVES FOR EITHER THE SELLER

OR CONSUMER) TO NAME A FEW. COLORADO AND MASSﬁCHUSCﬁTS

HAVE BOTH BEEN PIEOT STATES AND ARE NOW OFFERING SOME

OF THESE INCENTIVES. ON THE FEDERAL LEVEL, THE AARP AND
OTHER ORGANIZATIONS HAVE BEEN WORKING WITH CONGRESSMEN

IN AN ATTEMPT TO COME UP WITH A LONG TERM PLAN THAT WOULD

~7
PROVIDE A MEANS OF BUYING THE INSURANCE AS PHRieGCE-fSipets

Meckhidnrg m
T

BN WHERBY THE INDIVIDUAL WOULD PAY DURING HIS PRODUCTIVE
YEARS. AS AN EXAMPLE, ONE PLAN UNDER CONSIDERATION WOULD BE
SOMETHING ON THE ORDER OF SOCIAL SECURITY, WHEREBY THE EARNER
WOULD PAY A SMALL AMOUNT EACH MONTH INTO THE FUND DURING HIS
PRODUCTIVE YEARS. THIS, MEMBERS OF THE COMMITTEE, IS AN ISSUE
THAT WE SHOULD ADDRESS, AND I FEEL THAT THE TIME IS NOW. I

KNOW THAT THE &8 FEAR OF BEING IN A NURSING HOME IS-&f&
©F THE GREATEST FEAR$ THAT WE OLDER PEOPLE HAVE DUE TO THE
RESULTANT DEVASTATING FINANCIAL PROBLEMS IT WOULD CREATE.
I URGE YOUR FAVORABLE CONSIDERATION OF THIS RESOLUTION.



Amendments to HB 806

1.

“ Bussiness Y oo i
o ExHBIT No__9X
OAE__3=DL=F7
BILL NO.ZL 506

Third reading (blue) copy

Title, line 7.

Following: "SECTIONS"
Insert: "“33-10-201,"

Page 1, following line 12.

. Insert: Section 1. Section 33-10-

201, MCA, is amended
read:

P L o ion. Th
¥ 33-10-201. Short title, purpose, scope, a‘fnd constnllﬁ;lon d(ll)uieal tlls’
part shall be kzo=a and may be cited as the “Montana Lite an

urance Guaranty Association Act”. . - )
IniZ) The purpese of this part is to protect policyowners, }qsureds, ber}eﬁcx
aries, annuitants. pavees, and assignees of life insurance policies, health. insur-
ance, policies, annuity contracts, and supplemental contracts, subjiactb;o
certain limitations. against failure in the perfqrmgnce of contractual obli-
gations due to the impairment of the insurer issuing such policies or con-
tracts. . té con: ‘

3) To provice this protection: :

ia; an :ssociation of insurers is created to enable the guaranty of payment

benefits and of continuation of coverages; -
of (b) members of the association are subject to assessment to provide funds

; - and .

o carry out the purpose of this part; and oL ]
‘ (c)m;he association is authorized to assist the c.ommls§1one.r, in the pre
scribed manner, in the detection and prevention of insurer impairments.

(4) This part shall apply to direct life insurance policies, hgalth msurar;ci
policies, annuity contracts, and contracts supplemental to life and.he;';
insurance policies and annuity contracts issued by persons authorized to

i t
transact insurance in this state at any time. 1

[ T e e e 7w

“to

v



(5) This part shall provide coverage for covered policies:

(a) to persons who are owners of or certificate holders
under such covered policies, and who:

(i) are residents, or

(11) are not residents, but only under all of the following
conditions:

(A) the insurers that issued the polices are domiciled in
this state;

(B) the insurers have not held a license or certificate of
authority in the state in which the persons reside;

(C) the states have associations similar to the association
created under this part; and

(D) the persons are not eligible for coverage by those
associations;and

(b) to persons who, regardless of where they reside, except
for nonresident certificate holders under group policies or
contracts, are the beneficiaries, assignees, or payees of the
persons covered under subsection (5)(a).

/_—étf)‘ This part shall not apply to:

(a) any such pohc1es or contracts or any part of such policies or contracts
under which the risk is borne by the policyholder;

(b) any such policy or contract or part thereof assumed by the impaired
insurer under a contract of reinsurance, other than reinsurance for which
assumption certificates have been issued.

@ This part shall be liberally construed to effect the purpose under sub-

(‘7) —_ sections (2) and (3) which shall constitute an aid and guide to interpretation.
-

~

Nothing in this part shall be construed to reduce the liability for
~ unpaid assessments of the insureds of an impaired insurer operating under a
(_8) plan with assessment liability. #/

Renumber: subsequent sections

SENATE BUSINESS & INDUSTRY

EXHIBIT NO 4

—

DAYE__ .3 -2£-87

B No__ A 3. Sob




SENATE BUSINESS & INDUSTRY
EXHIBIT NO.___ 4£

DATE__ 3 -2L-87

BIL N0 .8, £r6

3. Page 1, lines 22 and 23.
Strike: "held by a resident of this state"

4. Page 1, line 24.
Following: "(4)"
Strike: "and"
Following: "(5)"
Insert: ", and (6)"

5. Page 3, line 13.
Strike: "and such”
Insert: "but"

6. Page 3, line 15.
Following: "services"
Insert: "may not otherwise be compensated by the association
for their services. However, any designated representatives
of members of the board" '

7. Page 3, line 16.
Strike: "an insurer" -
Insert: "the member insurers that designated them"

8. Page 3, line 17.
Strike: "as board members"
Insert: "on the board of directors"”

9. Page 3, line 18.
Strike: "membership"

Insert: "members of the association”

10. Page 7, lines 11 through 18.

Strike: subsection (6) in its entirety

Insert: "(6)(a) If proceeding under 33-10-220, the
association may, with respect to life and health insurance
policies:

(i) assure payment of benefits for premiums identical to
the premiums and benefits, except for terms of conversion and
renewability, that would have been payable under the policies of
the insolvent insurer, for claims incurred:

(A) with respect to group policies, not later than the
earlier of the next renewal date under the policy or contract or
45 days, but in no event less than 30 days, after the date on
which the association becomes obligated with respect to the
policies;

(B) with respect to individual policies, not later than
the earlier of the next renewal date, if any, under the policies
or 1 year, but in no event less than 30 days, from the date on
which the association becomes obligated with respect to the
policies; .

(1i) make diligent efforts to provide all known insureds,
or group policyholders with respect to group policies, 30 days



notice of the termination of the benefits provided; and

(iii) make available substitute coverage on an individual
basis in accordance with subsection (6)(b) to each known insured,
or owner if other than the insured, of an individual policy, and
to any individual formerly insured under a group policy who is
not eligible for replacement group coverage, if the insured had a
right under law or the terminated policy to convert coverage to
individual coverage or to continue an individual policy in force
until a specified age or for a specified time, during which the
insurer had no right unilaterally to make changes in any
provision of the policy or had a right only to make changes in
premium by class.

(b)(i) In providing the substitute coverage required under
subsection (6)(a)(iii), the association may offer to reissue the
terminated coverage or issue an alternative policy.

(ii) Reissued or alternative policies must be.offered
without requiring evidence of insurability and may not provide
for any waiting period or exclusion that would not have applied
under the terminated policy.

(iii) The association may reinsure any reissued or
alternative policy.

(c)(i) Alternative policies adopted by the aSSOC1at10n are
subject to the approval of the commissioner. The association may
adopt policies of various types for future reissuance without
regard to any particular impairment or insolvency.

(ii) Alternative policies must contain at least the minimum
statutory provisions required in this state and provide benefits
that are not unreasonable in relation to the premium charged.

The association shall set the premium in accordance with a table
of rates that it shall adopt. The premium must reflect the
amount of insurance to be provided and the age and class of risk
of each insured, but may not reflect any changes in the health of
the insured after the original policy was last underwritten.

(iii) Alternative policies issued by the association shall
provide coverage of a type similar to that of the policy issued
by the impaired or insolvent insurer, as determined by the
association.

(d) If the association elects to reissue terminated
coverage at a premium different from that charged under the
terminated policy, the premium must be set by:

(1) the association in accordance with the amount of
insurance provided and the age and class of risk, subject to
approval of the commissioner; or

(ii) a court of competent jurisdiction.

(e) The association's obligation with respect to coverage
under any policy of the impaired or insolvent insurer or under
any reissued or alternative policy ceases on the date the
coverage or policy is replaced by another similar policy by the
policyholder, insured, or association.”

R
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STANDING COMMITTEE REPORT

- e AARCR 26, 19..87
W MR. PRESIDENT
We, your committee ON.......c..ocvevuininennne BUSIRﬁSS . N‘i?} . IHDBE'?RY .........................................................
having had under consideration................ HOUSE JOINT RESOLUTIOH . . . No.....43..
TUIRD reading copy _‘Z;EEL )
color
WISSLOW { BAGER )

REJUEBTING STUDY OF FEASIBILITY OF LONG-TERM CARE ISURAHCE

A

Respectfully report as follows: That............ HOUSE JOINT RESOLUTION ..., No......43

BE CONCURRED I

SENATOR ALLEM C. XOLSTAD, Chairman.



STANDING COMMITTEE REPORT

e MARCH 26, . . 10.87
MR. PRESIDENT |
We, YOUr COMMITER O .vvvrvverree..., SOSEAESS AND INDUSTRY =~ e
having had under consideration................. HOUSE BILL e No....+73
THIRD reading copy (_BRUB )
color
JUHES { WALKER )
PROHISITING ACQUISITION UF INSURED BAHKS BY CERTAIR COMPANIES
Jespecttully report as follgws: That.c. ... HBOUSE BILL No.. 229 .
1. 7Title, line 7,
Following: “COMPANIES"
Insert: "3 PROVIDING AN RXCEPTION"
2. Page 1, line 10, . -

Pollowing: “zcguisition®
" * » " - 3 -
BEESES  “NoewlPESOREIR g
Insert: “{1)*
3. Page 1, {ollowing lina 13.
Ingsert: "{2} ¥othing in this smection prohihits the continued
contrel of a financial inztituticn eligible for insurance under

the Pederal Deposit Insurance Act by a companv that acouired the
financial institution prior to Mavch Y}, 1337."

7085d\c:Jeanne\wp:eqg

ARD AS AMENDED,

o5 COHMCURRED Id

S5 BAS
ARG X



~

STANDING COMMITTEE REPORT

e HARCE 26,........ 19.37....
MR. PRESIDENT
We, yOur COMMIttee o .......c.rvererrenss: BUSINESS AND INDUSTRY ...
having had under consideration.................. HOUSE BILL e, No.... 368
THIRD reading copy { _BLUE
, color
BROWH (WILLIAME )

UXTZHD VETERASS' AND 4ANOICAP PREPERENCE T0 COLLEGBS AnD
UNIVERSITLES

Respectfully report as follows: That HQUSE BILL . No... 488

be awended as follows:

i. Page &6, line 2.
FPollowing: “agency,®

Ingert: “school district, postsecondary vocational-
techmical center or program. ,”

AND AS AHERDED,

OB COHCURRED In

S



STANDING COMMITTEE REPORT

RSSO HARCHE 26, .. 19..87
S MR. PRESIDENT
We, your committee on........ccoouveninenn. }3 USI:?E.SSFQ;DIJDY?STRY ...........................................................
having had under consideration................Ei.??ﬁg'..?;% ............................................................... No..... 522 .....
THIRD reading copy |( BLUK____ )
color

LSRANDEWIL { WEEDISG )

SEHNERALLY REVISZ FIJARCIAL REGULATIOR OF IQSHRARCE.COMPAHIES

! % SILY '_7[
Respectfully report as follows: That........... zi OUSE&IL“ ............................................................... No..... 6 2:‘ .....
e ameanded as follows: A

1. Page 5, line 14.
Following: “aubsectioa (1)."
Insert: "Such fiae may ot exceed a maximom of $1,000.°

AHD AS AMBLIDID,

BE CONCURRED IU

},..? PRy ~.§-'r
)! aﬁu;gg;;:ingﬁzc



STANDING COMMITTEE REPORT

e JIARCH 26, 19.87
?a MR. PRESIDENT
We, your committee on............c........... 80313&35&315933?3? .........................................................
having had ynder consideration.................. BOUSBEILI‘ .............................................................. No...... 385
TudlI2D reading copy | BLUE
color
FAVLOVICH { Hd2YER }
REVISIHG HOHTAKA LIFE AND HBALTE GUARANTY ACYT
HOUSE BILL * 806 -
Respectfully report s folloWs: That.. . ... i e NO..cvens
be amended as follows:
1. Title, line 7.
following: *SRCTIOUS®
Ingart: "33-10-3201,"

2. Page 1, following line 12,
Insert: Section 1, Section 323-10~201, HMCA, is amended to
,i read:
o *33-10-201, Short title, purpose, scope, and
construction. {1} This part shall be known and mav be cited
as the "Montana Life and Health Ingurance Guaranty
Asgociation Act®,

(2) The purposa of this part is to protace
policyowners, insurads, beneficiaries, annuitants, pavees,
ard assignees of life insurance policies, health insuranca
policies, annuity contracts, snd supplamental contracts,
subject to certain limitations, against failure i{n the
purformance of contractual obhligations due to the impairment
of the insurer iszsuing such politiem or contracts,

(3} To provide this protsction:

{a) an asscciation of insurera is created to enable
tha guaranty of payment of benefits and of continuation »f
coveragess

XSS HEKBEL {COKTRHUED)



%?SI%%?S & INDUSTRY

8 8¢
Paga 2 of 5
.................... HARCH 26, ........19.87

fhY =embars of the associatior are subiect o
aggeszment to provide fande o carry out the purpose of thisz
nart: ang

{c} tha association i3 auathorized ro anaist tha
comuigsioner, in the prezoribad manrer, in the detection and
pravention of insurer impairmantz,

{4} Thiz part shall apply to diract life insurance
polisies, health insurance policies, annuiry zmontracts, and
contracts sunplemental to 1ife and health insurance policies
and annuity eontracts isaued hyv peracns aunthorixed to
transact {nsarance in thiz atate at any tisze,

{3) Thiz part zhall snrovide coverage Efor cowvernd
policies;

{a) _toc persons who are owners of or cextilicate
holdears nndeyr auch covered ooliclien, and who: -

(1 arn residentsy or

{1311 are not resicents, but onlvy under all of tha
follewing conditions:

; I3}  ths ineurcrs that {zsued thae nolicss are domiciled
in this states R

{8} the insurers have not hold a license or
caertificate of auchority in the state in which the parsons
residag -

{C) the states have asnociations similar o the
assaciation created under this part:; and
(D)} the perasns are not eligible for coveraze by thame
agpociationsyand

{b} to persons whe, recar?less of vhare they wasids,
sxcapt for nonresident certificate holders under groun
policies or contracts, are the bepnaficiaries, assignees, or
paysas of tha porgons covered under subgection {S) (a).

€5+{6) This part shall not apply to:

{a} any such policies or enntracets or anvy part of such
policies or contracte under which the risk is borne hy the
policvholder;

(L} any such policy or contract or part thersof
agsumed by ths impaired insurer undar a contract of
reinsurance, other than reinsurance for which azsumption
cartificatas have heen izewed,

£6¥{7} Thie part shall be liberally constrped to
affect the purpese under subsections (2) and {2) which shall
coastitnte an aid and guide te interpretation.

$#>(2) Nothing iz this part shall ba construed o
reduce the liasbility for unmpaid assessments of ths i{ngureds
nf an impaired ingsurer Sparating under a plan with

{CONTINUED)
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¥

assassnent liabilisy,.™*
Renusber: subzeguent sectlons

3. Page 1, linea 22 and 23,
ferika: "held by a resident of thiz staze”

. DPage I, line 24,
Pollowing: (41"
Striker ®and®
Ingarts *,°
Pollowing: ®(5)*
Insert: ", and {(6}°

5. Page 2, line 19,
Strike: *{5)°"
Ingert: “{§&}*

8. Page 3, 1llanae 13,
Striks: "and zuch®
insers: "hag

7. Page 1, line 15,
Following: “aarvieas®
Insart: “"may aot otherwisre be conmpensated bv the azgociation
for thair zervices., iowewar, anv dasignated renrexentatives
of members of the boarag®

8, Page 3, line 14,
Ztrike: *an insurer®
nsert: "+he mamber insurers that Zesignazted than®

9. ?aqe 3' lima 17.
Strike: "os board members®™
Inaart: ®on the board of direotoras®

19. Paga I, line 19,
Zerike: “hambarship®
Ingexrt: "zembera of the agsociation®

11, Page 7, lines 11 zhrough 13.
Strike: gubsection (%) in ite antirsty
Ingert: “i{8)Yi{a) If nrocseding undar 33-10-220, the
asasnciaticn mav, with respect to 1ife and Haealth insurance
nolicies:

(CORTINUED)

-

SEHATOR ALLEH C. XOLSTAD, CEAIRMAN
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i) surs pavaent of benefits for sremiuns identicel

to the ?ramiama and bensfiva, eaxcept fnr taras of conversion
and renewability, thatr would have hesn pavable under the
solicias of the ipnsolvent insarer, for claime incurred:

{&) with respsc: to group prlicies, not later than ths
aariier of tha noxt renewsl date ander the policy or
contract or 4% davs, bat in no event lass thar 32 dayr,
aftar the date on wvhich the asscoiation hevomes chligatad
with respact to the voliciassy

{8) with reaspect ts indlvidual policies, not later
than the sarliar of ths next ronswal dates, 1f anv, under the
neliciss or 1 year, but in no event less than 14 dave, from
the date on which the agsociation bacomes cbligated with
ragpect to the policiesny

{11} make diligent efforts to provide all known
insursds, or group polievholders with respect to group
nelicines, 30 days notice of the ternination of tha banefita
providedy and

{11i) =ske available zubstitute coverage on on
{ndividunl basie ia acenrdance with subsection (5} (D) ¢o
aach known insured, or owner if other than tha insured, of
an individual policy, 2nd to any indisiduyal formerly insurad
endoar 2 group policy who iz not aligibls for replacement
group coverags, if tha insursd had a right under law or the
terminatod policy to convert coverage to individnal cnveraqa
or to continne an individual policy in force until
zpacified age or for a speciflied time, during whiﬁh the
ingurer had no right unilaterzlly to make changes in 2ny
provision of the policy or had a right only to make changes
ip presium by claez,

{b) (i} In providing the substitute coverage reqguired
nader subraction (5) {a) {iil), the aszzociation mavy offer to
reigssue the terminated coverage or issue an alternative
policy.,

{il} RNeimsusd or alternative pocliries must bhe offerad
without requiring evidence of insurability and may not
provide for aany waiting peried or axclusian that would aot
have applied under the torminated polioy,

{515} The amsociztion may relnsurs any reissued or
alternative policy.

{z) (1} Altarnative pnlicies adoupted by the association
ara subject to the anpraval of the commisgicnar, The
assonistion may adopt policies of varicus trpes for fuytura
reissnance without regard to any particulasr impairment or
insolvency.

{CONTIRUED)
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{ii) Altarmative policies must contaln at lsant tho
aininue statutory provigions regeiraed {n this state and
nrovide benafits that are not unreazonable in relation to
tho premium charged. The asgociation ghall zet the pramium
in cceordance with a table of rates that it shall adont.
Tha premivm nust reflecs the amount of insurance o ha
prorvided and tha age and class of risk of each insured, hat
may 114 reflac any changes ia the health of tha insured

{i'i} Altarnat;?e pﬂilﬁies 1@5&@& by th& azzoctatinng
shall mrovide cowarage of 3 typa gimilar to that of the
nolicy isaued by the impalred or ineolvent inanrsyr, as
Jecermined by the assoclation.

{4} If the associaztion alocts o raipsue terzinaved
coverane at a pramium different from that charghsd under the
terainated policy, the pramivm muast be set bhye

{1} the assoctation in accordance with the amount of
insurance nravided and tha age and 2laes of risk, subisct o
approval cof the commizsioner; or

{14} a court of compstent jurisdicstion,

{2} The assgociation's shligationn with reazpect 2o
coverage nnder any policy of the impaired or insclvent
inzurer or ander any raiszsusd or alternative policy coagad
an the date the coverana or policy is replaced by smother
zimilar pelicy by the policvhelder, insured, or
aneociation.”

12. Page 13, lines 15,
Strike: "7¢
Iasert: %=3%

inendrents, HE

2046
7088/ C i ITEANNTAGP:

33

ARD AS AMENDED,

BE COJCORBLD IH

SEMATOR ALLBW C. XOLSTAC, C3AIRMAN





