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A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE THAT NO 

LENDING INSTITUTION LOCATED IN ANY COMMUNITY OF THIS STATE 

WHICH HAS A POPULATION OF FIVE THOUSAND OR MORE, NOR ANY 

DIRECTOR, OFFICER, OR EMPLOYEE THEREOF, MAY DIRECTLY OR 

INDIRECTLY BE LICENSED TO SELL OR SOLICIT INSURANCE OTHER 

THA..~ CREDIT LIFE AND DISABILITY INSURANCE~ TO PROVIDE 

DEFINITIONS; TO PROVIDE FOR AN EXCEPTION TO ALLOW A LICENSED 

AGENT OR SOLICI'IDR TO SERVE AS A DIRECTOR OF A LENDING 

INSTITUTION; TO AUTHORIZE 'l'HE INSURAL~CE COMMISSIONER TO 

PROMULGATE REGULATIONS IN ORDER TO ADMINISTER THIS ACT~ AND 

TO PROVIDE AN EFFECTIVE DATE.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Purpose. It is the purpose of the 

legislature to protect the consumer-borrower's freedom to 

cnoose adequate property and casualty insurance by providing 

for a separation in time and place between lending 

institutions and the insurance business. Such separation is 

further intended to minimize the possibilities of unfair 

competitive practices by lending institutions which are 

contrary to the interests of consumer-borrO\·lers, to minimize 

the possibilities of coercion, either ex2ress or implied, 
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and to maintain a COID¥etitive market for the purchase of 

insurance by consu;ner-borrowers in this state. 

Section 2. Definitions. As used in this act: 

(1) "Lending institution• means any federally 

chartered institution which accepts deposits and lends 

money, including any bank, bank holding company, savings and 

loan association, savings and loan holding company, savings 

and loan service company, or any subsidiary or affiliate of 

any of these organizations. 

t2l "Holding company" means: (a) any company which 

owns, controls or holds with power to vote fifteen percent 

(15%) or more of the voting stock of one or more lending 

institutions; or (b) any company which controls the election 

of the directors of one or more lending institutions~ or 

tel any company, for the benefit of whose stockholders or 

members, fifteen percent (15%) or more of the voting stock 

of one or more lending institutions is held by one or more 

trustees; and for the purposes of this section, any 

successor to any company from the date as of which such 

predecessor becaiiie a holding company. 

(3) "Affiliate• means: (a) any company which owns, 

controls, or holds with power to vote fifteen percent (15%) 

or more of the voting stock of ~ lending institution or its 

nolding company; or (o) any company which controls the 

election of the directors of a lending institution or its 
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holding company1 or (c) any company, for the benefit of 

whose stockholders or members, fifteen percent (15%) or more 

of the voting stock of a lending institution or its holding 

company is held by one or more trustees. 

(4) •subsidiary• means any company which is an 

affiliate of a lending institution or its holding company 

and which is controlled by the lending institution or its 

holding company directly or indirectly through one or more 

intermediaries. 

(5) •service company• means any company which is 

organized to perform services for a savings and loan 

association. 

(6) •company• means any corporation, joint . stock 

company, trust, association, partnership, or individual 

engaged in the business of insurance. 

(7) •community• means an aggregation of inhabitants 

and houses used for various purposes so near to one another 

that the inhabitants may fairly be said to dwell together. 

(B) ~credit life and disability insurance" means 

insurance on the life and health of a borrower from a 

lending institution to secure the repayment of the amount 

borrowed. 

Section 3. Lending institutions prohibited from 

selling insurance other than credit life and disability 

insurance. (1) No lending institution located in any 
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community of this state which has a population of five 

thousand (5,000) inhabitants or more, nor any director, 

officer, or employee thereof, may directly or indirectly be 

licensed to sell or solicit insurance other than credit 

life, and disability insurance. 

(2) Nothing in this section prohibits a licensed 

insurance agent or solicitor from owning stock in or serving 

as a director or as an advisory board member of a lending 

institution so long as the business of the agent or 

solicitor is not connected in any direct or material way to 

the lending institution. 

Section 4. Severability. If a part of this act is 

invalid, all valid parts that are severable from the invalid 

part r~aain in effect. If a part of this act is invalic in 

one or more of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section 5. Effective date. This act is effective upon 

passage and approval. Contracts or policies o= insurance 

currently in force which have been issued by or through 

agents or solicitors licensed contrary to the provisions of 

this act shall re."Uain in full force as written1 however, no 

such contract or policy may be renewed or further serviced 

by an agent or solicitor licensed contrary to the provisions 

of this act. 
-END-
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Approved by Committee 
on Business and Industry 

SENATE BILL NO. 117 

INTRODUCED BY REGAN, MATHERS, FOSTER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO PI<OVIDE THAT NO 

LENDING INSTITUTION LOCATED IN ANY COMMUNITY OF THIS STATE 

WHICH HAS A POPULATION OF FIVE THOUSAND OR MORE, NOR ANY 

UI RECTOR, OFF'! CLR, OR EMPLOYEE THEREOF, MAY DIRECTLY OR 

!!'<DIRECTLY BE LICENSED TO SLLL OR SOLICIT INSURANCE OTHER 

'fHAN CREDIT LIFE AND DISAlliLI'i'Y INSURANCE; TO PROVIDE 

DLFI,,ITIONS; 'l'O FROVIDE FOR Ati EXCEPTION TO ALLOW A LICENSED 

AGLh'i' OR SOLICITOR 'IO S)ORVE AS A DIRECTOR OF A LENDING 

Il<STITV:i'ION; TO AUTHORIZE THE INSlJRANCE .COMMISSIONER TO 

PROMULGATL REGULATIONS IN ORDER TO ADMINISTER THIS ACT: AND 

'I'O PI<O\ !Dr: AN EF'Fl CTIVE DATE." 

BE IT E~~ACTED BY THE LEGISLATURE OF THE STATE OF KJNTANA: 

Section 1. Purpose. It is the purpose of the 

legislature to protect the consumer-borrower's freedom to 

choose adequate property and casualty insurance by providing 

for a separation in time and place between lending 

institutior,s ar.ci the insurance business. Such seraration is 

further intentiet< to minin.ize the possibilities of unfair 

competitive practices by lending institutions which are 

contrary to the interests of consumer-borrowers, to minimize 

the rossibilities of coercion, either express or implied, 
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ana to maintain a competitive rnar~et for the purchase of 

insurance by consumer-borrowers in this state. 

Section 2. Definitions. As used in this act: 

{1) •Lending institution" means any federally 

chartered institution which accepts deposits and lends 

money, including any bank, bank holding company, savings and 

loan association, savings and loan holding company, savings 

and loan service company, CREDIT UNION, or any subsidiary or 

affiliate of any of these organizations. 

(2) "Holding company• means: {a) any company which 

owns, controls or holds with power to vote fifteen percent 

(15%) or more of the voting stock of one or reore lending 

institutions; or {b) any company which controls the election 

of the directors of one or more lending institutions; or 

(c) any company, for the benefit of whose stockholders or 

members, fifteen percent (15%) or more of the voting stock 

of one or more lending institutions is held by one or more 

trustees; anc for the purposes of this section, any 

successor to any company from the date as of which such 

prececessor became a holding company. 

( 3) "Affiliate" means: (a) any company which owns, 

controls, or holds with power to vote fifteen percent (15%) 

or more of the voting stock of a lending institution or its 

holding company; or (b) any company which controls the 

election of the directors of a lending institution or its 
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hcl<iing company; or (c) any company, for the benefit of 

whose stockholders or merrhers, fifteen percent (15%) or more 

of the voting stock of a lending institution or its holding 

company is held by one or rr,ore trustees. 

(4) "SUbsidiary" means any company which is an 

affiliate of a lending institution or its holding company 

and which is controlled by the lending institution or its 

holding company directly or indirectly through one or more 

intermediaries. 

(5) •service company" rreans any company which is 

organized to perform services for a savings and loan 

association. 

(6) 

company, 

"COmpany" rreans any 

trust, assnciation, 

corporation~ 

partnership, 

engaged in the business of insurance. 

joint stock 

or individual 

(7) "Community• means an aggregation of inhabitants 

an~ houses used for various purposes so near to one another 

that the inhabitants may fairly be said to dwell together. 

(8) •credit life and disability insurance" means 

insurance on the life and health of a borrower from a 

lenciing institution to secure the repaytrent of the amount 

borrowed. 

Section 3. Lending institutions prohibited fron1 

selling insurance other than credit life eft~~ disability~ 

AN!.J GROLP HEALTii AND LIFI: insurance. (1) No lending 
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institution located in any corrmunity of this state which has 

a ~pulation etc IN FXCESS OF five thousand ( 5,00 0) 

iru1abitants ~-M~e, nor any director, officer, or employee 

the1.eof, n:ay directly or indirectly be licensed to sell or 

solicit insurance other than credit life, anu disability 

insurance. 

(2) Nothing in this section prohibits a licensee 

insurance agent or solicitor from owning stock in or serving 

as a director or as an advisory board rrember of a lending 

institution so long as the business of the agent or 

solicitor is not connected in any direct or material way to 

t;1e lending institution. 

Section 4. Severability. If a part of this act is 

invalid, all valid parts that are severable from the inva1iti 

part remain in effect. If a part of this act is invalid in 

one or n;ore of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section 5. Effective date. This act is effective upon 

(>dssage and approval. Contracts or policies of insurance 

currently in force which have been issued by or through 

agents or solicitors licensed contrary to the provisions of 

this act shall remain in full force as written; however, no 

such contract or policy may be renewed or further serviced 

by an agent or solicitor licensed contrary to the provisions 
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