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INTRODUCED BY 

tbru.t.a< "ILL ~o._;~L /) . 
.....,./~~~ ----g-- ,~---, 

A BILL FOR AN ACT E~TITLED: 
/' 

"AN ACT TO PfRKlT THt FQR~ATION 

~F ~O~PROFIT CORPORATIONS TO PROVIOE PREPAID LEGAL SERVICES 

AND TO REGULATE THE ACTIVITIES OF SUCH CORP>JRATIONS.• 

Bf IT ENACTED BY THE lEGISlATURE OF THE STATE OF MONTANA: 

S•cction 1. Short title. This act may be cited 3s "The 

Prepaid legal Services Act•. 

=~ction 2. Purpose of act. The purpose of this act is 

to per•it and encourage the foraation of nonprofit prepaid 

legal services plans in order to .ake legal services more 

available to the public. 

S~ction 3. Definitions. The following definitions 

apply in this act: 

{1] •Attorney• means a person who is currently an 

active member of the state bar of "ontana. 

[?) "Applic.:mt" m":::ns a person applying for a contract 

for ~?rfo~~L~nce of legal services through a corpo~~tion 

organiz~d or operatins; unctar this 3Ct. 

( 3) •(.ormni ss ion ern means the commi ss i 'ln2r of i nsur-3nce 

Df the st~t~ cf Montana. 

(4) •cotltr~cting attorney" means an attorney who h3s 

ent~r-ed into a contract with a 1~g.ol services corporatit)n ~:s. 
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prowided ia [section 9] • 

(5) •Legal serwices corporation• ••••• 
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a noaprofi1: 

corporatioa organized for the purposes of aatablisbiaq aad 

operating a noaprofit plan or plans under which prepaid 

legal serwices or reiaburse .. at therefor is furaiabed to 

aeabers. 

(6) •11e~r• -a as a persoa entitled tc the 

parforaaace of legal serwices aAdar a coatract vita a legal 

serwices corporation. 

(7) • !leabersldp coatract• ..... 
coatract, or certificate by wbieb ll 

aBJ 

leqel 

agree-at, 

serwicea 

corporation describas tbe legal serwices to akicb its 

aeabers are eatitled. 

s~ios '· Parpoeea of legal aerwices COTporati ... f11 

1 legal serwices corporatioa .. , be orgaaized for the 

purposes of: 

(a) establishing and operating a wolantary. noaprofit 

plan or plans under which legal serwices or reiabnrseaent 

therefor is furnished to persons vbo becoae aeahers or 

beneficiaries; 

(b) acting as agent or interaediary for other legal 

serYices corporations, for gowarnaental bodies or agencies. 

or for other corporatious. asscciatious. partuerslips, or 

indiwiduals in the field of legal serYices; and 

{c) the proaotion of social welfare tbrougb research 
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and through charitatle, educational, and related activities 

to further the purposes of this act. 

12) Jo profit organization •ay ce a legal services 

corporation. No group, association, or organization created 

for or engaged in business or activity for profit, rrovision 

fer the incorporation cf which is •ade by any cf the 

corporation lavs of this state, •ay be organized or 

operatPd, directly or indirectly, as a legal services 

corporation under this act. 

Section 5. Application of other laws. (1) I legal 

services corporation is subject to the provisions of the 

ftontana lonprofit Ccrforation let to the extent that such 

provisions are not in conflict with the provisions of tbis 

act. 

(2) 1 legal services corporation which co•plies vith 

this act is not considered as being engaged in the business 

of insurance or transacting insurance business and is not 

subject to the laws regarding insurers. 

Section 6. Application of lantana Ad•inistrative 

Procedure Act. All final ad•inistrative actions cr decisions 

of the co••issioner under this act are subject 

review under and in accordance with 

Ad~inistrative Procedure Act. 

to judicial 

the l!ontana 

Section 7. Participation contracts -- agree•ents with 

insurers. (1) A legal services corporation may contract vitb 
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other legal services corporations and insurers licensed to 

de business in ~ontana for joint participation through 

autuali2ation contract agreements or guaranty treaties and 

may otherwise cede or accept legal services obligations froa 

such organi2ations. Prior to their effectiveness, the 

contract for•s, docuaents, treaties, or agree•ent foras anst 

be filed with and approved by the co••issioner as being in 

accordance with the plan of cperaticn of the corporation. 

(2) The co•eissioner aay issue sncb rules ccacerning 

participation contracts and agreeaents vitb insurers as he 

considers necessary to carry ont the purposes of this act. 

Section a. l!anage•ent and ezclusive agency contracts. 

{1) fio legal services corporation •ar enter into an 

ezclusive agency or •anage•ent contract unless t~e contract 

is first filed Mith and approved by the ccaaissioner. 

12) The coeaissioner shall disapprove a contract 

subaitted under subsection (1) if be finds that: 

(a) it subjects the corporation to ezcessive charges; 

{b) it eztends for an unreasonable period of ti•e; 

(c) it does not contain fair and adequate standards of 

perfor•ance; 

(d) the persons e•pcwered under the contract to •anage 

the corporation are not sufficiently trustworthy, co•petent, 

and free fro• conflict of interest to give reasonable 

assurance that the inte~ests of the corporation's 
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participants and creditors and the interests of the public 

will be protected; or 

(e) the contract contains previsions which are likely 

to i•pair the interests of the corporation's farticipants or 

creditors or the interests of the public. 

Section 9. 1gree•ents with contracting attcraeys. A 

legal services corporation aay contract with attorneys in 

such a •anner as to assure to each participant holding a 

•e•bersbip contract of the corporation the furnishing of 

such legal services by a contracting attorney as agreed upon 

in tbe •e•bership contract. The corporation aay li•it in the 

aeabership contract the types and e~tent of benefits and the 

circo•stances in which legal services will be furnished. 

section 10. Corporation to have a sufficient nuaber of 

contracting attorneys. Before issuing any •eabership 

contracts, a legal services corporation shall have contracts 

with a sufficient nuaber of contracting attorneys tc enable 

it to fulfill its contractual obligations to its •e•ters. 1s 

long as the corporation bas obligations under ae•bership 

contracts, it shall aaintain contracts with a sufficient 

number of contracting attorneys. Ten 

currently active •e•bers of the state 

al~ays sufficient. The coa•issicner 

per cent of the 

bar cf ~ontana is 

•ay allo~ a legal 

services corporation to operate with less than 101 cf tbe 

active members of the state bar of ~ontana under contract if 
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the co••issioner deter•ines that the nuaber of attorneys 

under contract is sufficient under the circn•stances. 

Section 11. Noninterference with attorney-client 

relationships. {1) 1 legal services corporation •ar not 

itself practice law in any •anner nor •ay it control or 

atte•pt to control the relations between a •e•ber and the 

•eaber•s attorney. It shall confine its activities to 

contracting as an agent on behalf of its •e•bers tor legal 

services to be rendered by contracting attorneys who •ay 

never be e•ployees of the corporation but shall always te 

independent contractors •aintaining direct attorney-client 

relationships with the aeabers. 

(2) 1 legal services corporation anst offer the saae 

contract teras to all attorneys who desire tc tecoae 

contracting attorneys. 

Section 12. ~e•bership contracts. 1 legal services 

corporation shall issue a •e•bersbip contract to eacb 

applicant it accepts as a •e•ber. 1 •e•bership contract •ay 

be on an individual. 

provide for payaents 

group, 

to 

or 

help 

franchise basis and way 

defray the costs of legal 

services provided by noncontracting attorneys. 

Section 13. Definition of enrollaent representative. 

(1) A person who, for co•pensation, solicits •e•bersbip in a 

prepaid legal services plan offered by a legal services 

corporation is an enrollaent representative cf tbat 
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corporation. 

(2) For the purposes of this act, an earollaent 

representatiYe aoes not include: 

(a) an individual eaployea by enrollaent 

representatiYes for the perfornance of clerical, 

stenographic, ana sinilar office duties; 

(b) an individual eaployed for taking applications fer 

coyerage on a nonregular basis in the office of an 

enrollment representative; 

(c) an indiYidual who secures and forwards inforaaticn 

for an eEisting group contractor for the purpose of 

enrolling indiYiduals under an eEisting group contract. 

Section 14. Licensing of enrcllaent representatives. 

(l) Each legal services corporation shall notify the 

coaaissioner through its proper officer or agent of the 

naae, title, and address of each p~rscn it desires appointed 

as an enrollaent representative. ~he uotice shall be 

accoapanied by a written application, upon a fora furnished 

by the co•aissioner, froa the appointee. 

(21 The coaaissioner shall issue an appointee a 

license to act as an enroll•ent representative of the 

corporation if, upon receipt of the written application 

provided for iu subsection (1) accompanied by the proper 

fee, it appears that: 

(a) the appointee is a coapetent and suitable person 
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who intends to hold hiaself out in good faith as the 

corporation's enrollment representative; and 

(b} the appointee qualifies under the proYisions of 

this section. 

(3) If the coaaissioner considers it desirable, be may 

reguire an appointee to subait to an exaaination to 

deter•ine the qualifications of the appointee to act as an 

enrollment representative. The exaaination shall inquire 

into an applicant's knowledge of the provisions of this act 

and of the foras subaitted and utilized by the e•ploying 

corporation. 

(II) Upon receipt by the coaaissioner of notification 

fro• a legal services corporation that the corporation 

desires a particular individual to be appointed as its 

enrollaent representative, that person has a teaporary 

enrollment representative's license until the coa•issioner 

notifies the corporation of action taken Uion the 

application. If the coaaissioner rejects the application, 

the prospective afpointee•s eligibility to act as an 

enrollaent representative ceases on the day the corporation 

is notified of a final rejection. 

(5) The coaaissioner shall notify both tbe aFpcintee 

and the corporation in writing of any refusal tc grant a 

license. No application aay be finally rejected •itbout a 

bearing or exaaination. 
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co••issioner or 

License 

unless 

renewal. Unless 

tbe corporation 
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revoked by the 

by written 

notification to tbe co••issioner cancels the authority of an 

enroll•ent representative to act for it, a license issued or 

a renewal thereof expires on January 1 after its issuance. I 

license •ay be renewed annually upon par•ent of the annual 

license renewal fee as provided in [section 21]. 

section 16. Suspension and revocation of license. (1) 

The co••issioner •ay suspend for not •ore than 12 •ontbs or 

rewoke or refuse to continue any licens~ issued onder this 

act if he finds that as to the licensee any one or •ore of 

the following causes exist: 

(a) any cause for which issuance of the license could 

have been refused had it then existed and been tnovn to the 

coaaissioner; 

(b) obtaining or atte•pting to obtain a license 

through •isrepresentation or fraud; 

(c) violation of or nonco•pliance with applicable 

prowisions of this act or willful violation of any lawful 

rule or order of the co•aissioner; 

(d) •isappropriation or conversion to his own use or 

illegal withholding of •oneys or property belonging to the 

legal services corporation, its •e•bers, beneficiaries, ox 

others and received in the conduct of hnsiness under the 

license; 
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conviction of a felony in•olving •oral tu~pitnde; 

fraudulent or dishonest practices in the c~ndnct 

of his affairs onder the license; or 

(g) incoapetence, untrustworthiness, or injnrJ and 

loss to the public while acting onder the license. 

(2) Bo acti~n •aJ be taken under subsection (1) unless 

a hearing has been granted the licensee with 20 days• 

notice. The notice and the reas~ns for the co••issicner•s 

action shall be sent bJ certified aail to the licensee and 

the corporation. 

Section 17. Por•s -- filing, disapproval by 

co•aissioner. (1) I copy of all for•s of the •••bership 

contract or any type of endorseaent or rider shall be filed 

with the co••issioner within 30 days after that for• is 

first used. ihen a for• does not co•plJ with the 

require•ents of this act, the co••issioner shall notify the 

corporation in writing of that failure and include the 

reasons for his opinion. Unless the corporation requests a 

hearing within 10 days, notice by the cca•issioner disallows 

use of this fora by the corporation. If the coLpcration 

challenges the coaaissioner•s disallowance of a fcra, it 

shall request a bearing on that issue. The coawissioner 

shall schedule a hearing as soon as practicable but not less 

than 15 davs f~oa the date of the request. If the 

com•issioner finds, after the bearing, that the for• is not 
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in co•pliance vith this act, he aay disapprove the fora and 

issue a final order to that effect. Rotice of disafproval, 

including the grounds for disapproval, shall be presented to 

the corporation within JO day~ after the bearing. The final 

order is effective 30 days after presentation of the notice 

of disapproval. 

(2) A corporation whose for•s have been ordered 

discontinued by the coaaissioner aay afpeal, within 15 days 

after an order, to a district court of this state. 1be 

court, upon filing of the proper petiticn, shall cause the 

for•s and orders of the co••issioner to be brought before 

it, and upon hearing the case, the court shall either affira 

or reverse and vacate the order of the co••issioner. 

(3) The conrt aay suspend or stay a final order of the 

coaaissioner under this section pending trial of the issues 

or an appeal. 

Section 18. Financial security. (1) The corporation 

shall •aintain at all ti•es unobligated funds adequate to: 

(a) •eet its obligations under •e•bership contracts; 

and 

(b) •eet all costs and ezpenses. 

(2) In addition. reserves of a legal services 

corporation in cash, certificates of deposit. obligations 

issued or guaranteed by the govern•ent of the Dnited states, 

or other assets approved by the coa•issioner shall be 
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aaintained in an aaount not less than tbe lesser of: 

(a) $500,000; or 

(b) an a•ount 

dues or fees paid to 

beneficiaries. 

equal to 1 •onth's average incoae fEe• 

the corporation by its •eabers or 

(3) The deteraination of •iniao• reserves is subject, 

as to aaounts payable to contracting attorneys, to any right 

of the corporation to prorate aaounts under tbe teras of its 

contracts vith contracting attorneys. Tbe coaaissicner •aJ 

decrease or suspend the require•eots of this section if be 

finds that the action is in the best interest of the aeabers 

of the corporation. 

section 19. Annual report. 

corporation shall •ake and 

Eacb legal 

file annually 

services 

witb the 

co••issioner, on or before !arch 1, a report under oath 

setting forth: 

(1) the naae of the corforaticn; 

(2) the address of its registered office in this state 

and the naae of its registered agent at that address; 

(3) the na•es and addresses of its directors and 

officers; 

C'l a brief stateaent of the character of the affairs 

which the corporation is actually conducting; 

(5) the aaoant of all does cr fees collected frca its 

•e•bers in the last fiscal year, the aacuuts actually paid 

-12-
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during that year for legal serYices for the benefit of its 

.aabers or beneficiaries, and tbe aaonnts placed in 

reser9es; 

(6) a balance sheet and stateaent of iaccae and 

expenditures for the aost recent fiscal year of the 

corporation, prepared and Yerified by tao officers of the 

corporation and certified by a certified public accountant; 

(1) a statement of any other facts or inforaation 

concerning the financial affairs of the legal seryices 

corporation which aay be reasonably required by the 

coaaissioner. 

Section 20. 

corporation. (1) 

Exaaination of a 

If the comaissioner 

legal 

belie Yes 

serYices 

a legal 

ser•ices corporation is unable or potentially unable to 

fulfill its contractual obligations to its aeabers, the 

coaaissioner aay conduct an exaaination of that corporation, 

(2) Each officer, eaployee, or agent of a legal 

serYices corporation exaained shall produce and aate 

aYailable to the coaaissioner or bis exaainers the accounts, 

records, docuaents, files, inforaation, assets, and aatters 

in his possession or control relating to the subject of the 

exaaination. 

(3) The coaaissioner or his exaainer shall aake a 

Yerified report of the exaaination. 

(Q) The report shall coaprise only facts appearing 
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from the books, papers, records• anj ctocum~nts of the 

corporation examined; facts ascertained from the testimony. 

under oath• of individuals concerning its aft~irs; and 

conclusions and recommendct ions as warranted oy those f-1cts. 

(5) The commissioner shall furnish ~ copy of the 

proposed report to the corporation examined not l~ss than 20 

d3ys prior to its filing in his office. If the corporat. ion 

requests a hearingy in writing• within the 20-day period• 

the commissioner shall grant one with respect to the report 

and shall not file the report until after the hearing and 

after modifications• if 

proper. 

any. the commissioner considers 

Section 21. Fees. (1~ Each legal services corporation 

shall pay the following fees to the commissioner for 

enforcement of the provisions of this act: 

(a) enrollment representative•s license: 

(i) application for an original license including 

examination and issuance of lic~nse•••••••••••••••••••••llO; 

(ii) annual renewal••••••••••••••••••••••••••••••••$ '5-; 

(b) 

(c) 

filing any other statement o~ report •••••••••• ~ 1; 

f0r a certified co~y of any doctim~nt 0r ~the~ 

22 ~2per filed in th~ office of the commissioner••••••••••••••• 

23 

24 

2< 

••••••••••••••••••••••••••••••••••••••••••••50 cents a ~1~~; 

(C.) f•'r thP certiffc,-.__2 and to,.- aff1xtny- the .::.-?rl'l 

thercr.o••••••••••••••••••••••••••••••••••••••••••••••••• l; 

-14-



2 

3 

II 

5 

6 

7 

e 

9 

10 

11 

12 

13 

111 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0288/01 

(eJ filiug of a aeabersbip contract •••••••••••••• ,$10; 

(f) filing of a aeabersbip contract package ••••••• $25~ 

(gJ filing the annual repcrt •••••••••••••••••• 20 cents 

for each iadividaal or faaily anit tbe corporation covered 

at the clcse of the year to vhicb tbe annual report is 

applicable, vith a ainiaaa of $100. 

(21 Yhe coaaissioner shall deposit aith tbe state 

treasurer to the credit of the general fund all fees 

received by hia onder this section. 

Section 22. Pre&ia• tax exeaption. l legal services 

corporatioa is exeapt froa all preaiua ta~s. 

section 23. Grievance procedure -- coaplaints agaiast 

the corporation. l &eaber of a legal services corporation 

aho believes hiaself to be a9grieved by aay act or c&ission 

of the corporation or its officers, direct•rs. or e&ployees 

•ar file a state&eat in ariting of his grievance in the 

office of the co&aissioner, and the co&&issioner &ay 

investigate the grievance. 110 investigation ty the 

co&aissioner aay act as a bar to any suit in a court of 

coapetent jurisdiction instituted by the aggrieved aeater or 

as bar to any defense by the involved corporation. 

section 2-. Grievance procedures -- coaplaiuts against 

attorneys. ~be coaaissioner shall refer any coaplaints 

received by hi• concerning the conduct of contracting 

attorneys to the co&aission oa practice of the !ontana 
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suprem~ court. 

SPction 25. Mal~~actice insura;nce. Contract in-} 

~ttarncys sh~ll maintain such malpractjce insuran~e as the 

corporation considers proper. The commissionPr m~y establish 

a rule setting a minimum am~unt of malpractice coverage to 

t>e maintained by each contra-cting attorney. 

Section lbo Nonliability for attorney's malpractice. A 

legal services corporation and its officers and directors 

are not 1 i ab 1 e for damages resulting from neglect, 

misfeasance. •alfeasanceo or aalpractice an the part of any 

contracting attorney. 

Sectio" 21. Trade practices prohibited. In ord·>r to 

regulate trade practices of legal services co~porations the 

following prohibitions are i•posed: 

11) No person ~ay •ake• issue. circulate, or cause tO 

be mad~, issued, or circulated any estimate. circular. or 

statement misrepresenting the terms of any legal services 

corporation membership contract issued or to be issued or 

the benefits or advantages promised thereby. 

I Z I ·No person may make., publish, disseminate• 

circulate, o~ place before the public or cau5eo directly o~ 

indirectly, to be ~ade• published, disseminated, ci~culated, 

o~ placed before the publico in a newspape~. magazine, or 

other ~ubl ication; in the form of a notice~ circular. 

pamphlet, lette~, or poste~; over any radio or television 
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station; or in any other way, aa advertiaeaent, 

annouaceaent, or stateaent coataiaing any representation 

with respect to the business of a legal services corporation 

which is false or aisleading. 

(3t lo persoa aay aake or issae or cause to be aade or 

issued any writtea or oral atateaeat aisrepreseatiag or 

aaking incoaplete coaparisons as to the teras, conditioas, 

or heaefits coataiaed ia aay legal services corporation 

aeahership contract ten4ing to induce a aeaber to cancel or 

convert aay aeabership contract. 

(4) lo persoa aay file with aay public official; aake, 

publish, disseainate, circnlate, or deliver to any person; 

place before the public; or caase, directly or indirectly, 

to be aade, published, disseaiaated, circulated, delivered 

to any person, or placed before the public any false or 

aisleading stateaent coacerniag the financial conditicn of a 

legal services corporation with intent to deceive. 

(5) lo person aay aake any false entry in aay book, 

report, or stateaent of any legal services corporation with 

intent to deceive any agent or eraainer lawfully appointed 

to eraaine its condition or any of its affairs or any public 

official to Mhoa the legal services corporation is required 

by law to report or who has authority by law to eraaine its 

condition or any of its affairs. No person aay, with like 

intent, willfully oait to aake a true entry of any aaterial 
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fact pertaining to the business of the legal services 

corporation in any book, report, or stateaent of the legal 

services corporation. 

(6) 

circulate, 

encourage 

llo person aay 

directly or 

the ukili<J, 

aate, publish, disseainate, 

indirectly~ or aid, abat, 

publishing, disseainatiag, 

or 

or 

or 

circulating of any oral or written stateaent or any 

paaphlet, circular, article, or literature which is false or 

aalicionsly critical of or derogatory to the financial 

condition of a legal serwicea corporation or of aa 

organisation proposiag to ~•coae a legal aer•ices 

corporation and which is calcalated to injare any person 

eagaged or proposing to engage in the business of operating 

a legal serYices corporation. 

(7t lo person aay enter into an agreeaent to coaait 

or, by any concerted action, ceaait any act of boycott, 

coercion, or intiaidation resulting in or tendinq to result 

in unreasonable restraint of the operation of legal services 

corporations. 

(8) llo person aay knowingly aake or perait any 

nnreasonatle discriaination between individuals in any 

classification established by a legal services corporation 

as to the aaonnt of does or rates charged for any aeabership 

contract, the benefits payable thereunder, any of the teras 

and conditions of the contract, or any other aatter. 
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However, a leqal services corporation aay, within the 

discretion of its board of directors, liait or define the 

classes of persons who are eliqible to bEcoae aeabers, liait 

and define the benefits which it will furnish, and define 

such benefits as it undertakes to furnish intc classes or 

kinds. A leqal services corporation aay aake available tc 

its aeabers legal services or reiaburseaent therefor as the 

board of directors of that corporation aay approve. 

Section 28. Certain ezclnsions. (1) Bathing contained 

in [section 27(8) J includes aithin the definition of 

discriaination any of the following practices: 

(a) readjustaent of the rate of payaent for aeabership 

in a legal services corporation under a group contract based 

on the loss or ezpense ezperience thereunder at the end of 

the first or any subsequent contract year thereunder which 

aay be aade retroactive only for that contract year; 

(b) in the case of aeabership contracts issued on the 

preaathorixed bank draft or siailar plans, aaking allcwance 

to aeabers in an aaoont which fairly represents tbe saving 

in collection expense; 

(c) reduction of tbe rate of payaent for group 

contracts covering a large nuaber of aeabers not e1ceeding 

savings in adainistrative ezpenses reasonably attributable 

to these contracts as coapared with contracts cffering 

siailar benefits to saaller numbers of ae1bers; 
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(d) issuing individual •emtership contracts en a 

•salary saYings" or payroll deduction plan reasonatly 

commensurate with the savings aade by use of such plan. 

(2) Nothing in this act giYes the coaaissioner po¥er 

to fir and deteraine a rate level by classification or 

otherwise. 

Section 29. Notice of violation -- conference. If tbe 

co••issioner for any reason has cause to believe that a 

violation of this act has occurred or is threatened, the 

coaaissioner aay give written notice to the legal services 

corporation and to the representatives or other persons who 

appear to be involved in tbe suspected violation tc arrange 

a conference with the alleged violators or their autbcrized 

representative for the purpose of atteapting to ascertain 

the facts relating to the suspected violation and, in the 

event it appears that a violation has occurred or is 

threatened, tc arrive at an adequate and effective aeans of 

correcting or preventing the violation. 

Section 30. Cease and desist order -- hearing. (1) The 

coaaissioner acting 

order directing a 

in the naae of the state may issue an 

legal services corporation or a 

representative of a legal services corporation to cease and 

desist frca engaging in any act or practice in violation of 

the provisions of this act. 

(2) iithin 15 days after service of the order, the 
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respondent may request a hearing on the question of whether 

acts or practices in violation of this act have occurred. 

The bearing shall be conducted under the 8ontana 

Administrative Procedure Act. 

Section 31. Injunctive relief. If there bas teen a 

violation of the provisions of this act and the ccaaissioner 

elects not to issue a cease and desist order or if there is 

noncoapliance with a cease and desist order issued under 

tbis act, the coaaissioner aay institute a proceeding tc 

obtain injunctive relief, receivership, or other appropriate 

relief in the district court of the county in which the 

violation occurred or in vbich the principal place of 

business of the legal services corporatioa is located. lny 

proceeding under this section shall contora ~o the 

requireaents of chapters 42 and qq of Title 93, eicept that 

the coaaissioner is not required to allege facts temding to 

show the lack of an adequate reaedy at law or tending to 

show irreparable daaage or less. 

Section 32. Dissolution. A dissolution or 

of a legal services corporation shall be 

liquidation 

under the 

21 supervision of the coaaissioner, and aeabers• claias shall 

22 be given priority over all other claias except cost of 

23 liquidation. 

2q section 33. ftethod of dissolution. A legal services 

25 corporation aay be dissolved at any tiae by a vote of its 
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board of directors after such action has been approved by 

the coaaissioner. In the case of voluntary dissolution, 

the disposition of the affairs of the corporaticn shall be 

aade by the officers, and when the liquidation bas been 

coapleted and a final stateaent bas been filed with and 

approved by the coaaissioner, the provisions for voluntary 

dissolution under the ftontana Nonprofit Corporation Act 

shall be followed to dissolve the corporation. In all other 

cases in wbicb a legal services corporation is found to be 

insolvent or to have violated the provisions of this act, 

on a deteraination of that condition and after due notice 

and bearing, the affairs of the corporation sball be 

disposed of by a liquidator appointed by and under the 

supervision of the coaaissioner. 

-End-
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STATE OF MONTANA 
REQUEST NO. 508-77 __ 

FISCAL NOTE 

Fom1 RD·15 ..,.;; 

In compliance with a written request received February 14 , 19 __]]__ , there is hereby submitted a Fiscal Note 

for __ --~.2~~-e-.. ~11.!._761___ pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Permits the formation of non-profit corporations to provide prepaid legal services and to regulate the activities of such 
corporations. 

ASSUMPTIONS: 

1. This bill provides that benefits to consumers are prepaid legal services. This bill cannot be regulated in the same manner 
as insurance. A separate unit, supervised by an attorney, within the Insurance Department, appears to be required. The 
unit would consist of 3.00 FTE employees. 

2. 20,000 members would be in the plan in FY 78 and 40,000 in FY 79. 

FISCAL IMPACT: 
FY 78 FY 79 TOTAL 

Additional revenues '4.050 $ 8,100 i12,150 

Less: Additional expenditures 
Personal services . 43,333 45,499 88,832 

""""' 
Operating expenses 1,000 1,000 2,000 
Equipment 1.435 0 1,435 

Total additional expenditures 45,768 46.499 92,267 

Net cost of proposed legislation $41.718 $38,399 $80,117 

£--~- (· ~ J1 ~.., "-=="-· ~"' '• 
BUDGET DIRECTOR J ~ 
Office of Budget and Program Planning 

Date: _ ..-} • P -- / 7 
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HOUSE BILL NO. 761 

INTROOUCfD BY ~ARRINGTON• KIMBLE• RAMIREZ 

A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT THE FORMATION 

OF NO~PROFIT CORPORATIONS TO PROVIDE PREPAID LEGAL SERVICES 

AND TO ~EGULATE THE ACTIVITIES OF SUCH CORP~RATlO~s.• 

BE IT ~NACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act 11ay be cited as •The 

Prepaid Legal Services Act•. 

Section 2. Purpose of act. The purpose of this act is 

to per11it and encourage the foraation of nonprofit prepaid 

legal services plans in order to make legal services ~ore 

available to the public. 

Section 3. Definitions. The following definitions 

a~ply in this act: 

(l) "Attorney• 11eans a person who is currently an 

active Member of the state bar of Montana. 

(2) •Appl icant• ~eans a person applying for a contract 

for ~erformance of legal services through a corpor3tion 

organized or operating under this act. 

(3) •co~missioner• Means the commissioner of insurance 

of th~ state of Hontana. 

(4) "Contracting attorney• means an attorney who has 

An~arerl into a contract with a 1eoa1 services corporation as 

~ _.-; I -r' ,/ 
"//;e /TmeHd /o ff'Lf :7£/ /?3 ;!!> 0/? 

' 

A2£r ~ w/,,/; g,'J/ S E C 0 N 0 R E A D 1 N G 

HB 0761/02 

1 provided in [section 9]. 

2 (5) "Legal services corporation• means a nonprofit 

3 corporation or~3nized for the purposes of establishing and 

4 operating a nonprofit plan or plans under which prepaid 

5 legal services or reimbursement therefor is furnished to 

0 members. 

1 (b) •He•ber• Means a person entitled to the 

8 performance of legal services under a contract with a legal 

9 services corporation. 

10 (71 •Ke~bership contract• 11eans any aqree11ent. 

11 contract, or certificate by which a 1 egal services 

1Z corporation describes the legal services to which its 

13 •embers are entitled. 

14 Section 4. Purposes of legal services corporation. (1) 

15 A legal services corporation may be organized for the 

16 purposes of: 

11 (a) establishing and operating a voluntary, nonprofit 

18 plan or plans under which legal services or reimburseMent 

19 therefor is furnished to persons who beco.e members or 

20 beneficiar-ies; 

21 (b) acting as agent or intermediary for other legal 

22 services corporations, for governmental bodies or agencies, 

23 or for other corporations, associations, partnerships, or 

24 individuals in the field of legal services; and 

25 (c) the promotion of social welfare throuah research 

-2- HB 161 
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and t~rouqh charitable, educational, and related activities 

to fL•rther the purposO's of this act. 

(~) No profit organization may be a legal sPrvices 

cor~~uti~n. No qroup• association. or organization c~eated 

for or engaged in business or activity for profit. provision 

for th" incorporation of which is made by ,lfly of the 

corporation laws of this state. may ~e ornanized or 

operated, directly or indirectly, as a legal services 

corporation under this act. 

Section 5. Application of other laws. (1) A leqal 

services corporation is subject to the provisions of the 

Montana Nonprofit Corporation Act to the extent that such 

provisions are not in conflict with the provisions of this 

act. 

(2) A le9al services corporation which complies with 

this act is not considered as beinq engaged in tne business 

of insurance or transactinq insurance business and is not 

subject to the laws regarding insurers. 

LJL_ll:ill___AU_~_!tQL A E ff:C I ...A!:U-.£lAl:LE.S.IAta.l.S.lll;D 

~~d_l~_lllL~tiU~~~~~UllL~~~~~ 

.L.Ai1L...J.ii:!W:f.IL_iilillt:L-.£&UAI D L fG Al S f.B.tlll.LlJJLB.U.::l!ll.IB.lll1£1il..S. 

I!:l..t.~dl!LARE FURNI SHEIL._ 

Section 6. ~ppl ication of Montana Administrative 

Procedur~ Act. All final ac~inistrative actions or decisions 

of the commissioner under this act are su~ject to judicial 
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review under and in accordance- with th<:! Montana 

Administrative Procedure Act. 

~ection 1. Particip~tion contracts-- acreements with 

insur~rs. (l) A legal services corporation may contract with 

oth~r legal services corporations and insur~rs licensed to 

iJO bJsiness in Montana for joint participation throuqh 

.nut•Jalizati~n contract -co..-eemPnts or quar~nty trPattes and 

may otherwise cede or accept leoal services obliq~tions from 

s~Jch o~ganizations. PrloT to their effectiveness. the 

contract for~s, doc~ments~ treaties, or aqreement forms must 

be filed with and approved by the commissioner as being in 

accordance with the plan of operation of the corporation. 

(2) The commissioner may issue such rules concerning 

participation contracts and agreements with insurers as h~ 

consi3ers necessary to carry out the purposes of this act. 

Section 6. Management ann exclusive ~ooncy contr~cts. 

(1) No leqal services co~poration ~ay enter into an 

exclusive agency or manage~ent contract unless the contract 

is first filed with and approved by the com~issioner. 

(2) The commissioner shall disapprove a c<>ntract. 

sub~itted under subsection (1) if he finds that: 

(a) 

(t•) 

{c) 

it subjects the corporation to excessive charges; 

it ~xtends for an unreasonable period of time; 

it does not contain fair and adequate standards of 

perfo,..rnance; 

-4- Hll 761 
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HOUSE BILL NO. 761 

INTRODUCED BY HARRINGTON, KIHBlEo RAMIREZ 

A BILL fOR AN ACT ENTITLED: •AN ACT TO PERKIT THE FORMATION 

OF NO.WROFIT CORPORATIONS TO PROVIDE PREPAID lEGAl SERVICES 

AND TQ ~EGULATE THE ACTIVITIES OF SUCH CORPORATIONS.• 

BE IT eNACTED BY THE lEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act aay be cited as •The 

Prepaid legal Services Act•. 

Section 2. Purpose of act. The purpose of this act is 

to perait and encourage the formation of nonprofit prepaid 

legal services plans in order to make legal services more 

available to the public. 

Section 3. Definitions. 

apply in this act: 

The following definitions 

{1) MAttorney• aeans a person who is currently an 

active member of the state bar of Montana. 

(2) "Appl icant• means a person applying for a contract 

for ~erformance of legal services through a corpor3tion 

organized or operating under this act. 

{3) "Com•issioner" means the com111issioner of insurance 

of th• state of Montana. 

(4) "Contracting attorney• means an attorney who has 

entered into a contract with a legal servir~~ corporation as 
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provided in [section 9]. 

(5) "Legal services corporation• means a nonprofit 

corporation organized for the purposes of establishing and 

operating a nonprofit plan or plans under ~nich prepaid 

legal services or rei~bursement therefor is furnished to 

members. 

(6) •He•ber• means a person entitled to the 

performance of legal services under a contract ~ith a legal 

services corporation. 

(7) •Me11bership contract• •eans 

contract, or certificate by ~hich a 

any aqree11ento 

legal services 

corporation describes the legal services to which its 

~embers are entitled. 

Section 4. Purposes of legal services corporation. (1) 

A legal services corporation may be organized for the 

purposes of: 

(a) establishing and operating a voluntary, nonprofit 

plan or plans under which legal services or rei~bursement 

theretor is furnished to persons who become members or 

benefictariesi 

(b) acting as agent or intermediary for other leqal 

services corporations, for governmental bodies or aqencieso 

or for other corporations, associations, partnerships, or 

individuals in the field of legal services; and 

(c) the promotion of social welfare through research 

-z- HB 761 
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and th~ough cha~itableo educational, and ~elated activities 

to furthe~ the pu~posps of this act. 

(2) No profit o~ganization ~ay be a legal services 

corporation. No groupo association, or organization created 

for or engaged In business or activity for profit, provision 

for th~ inco~poration of which is made by any of the 

corporation laws of this state, may be organized or 

operated, directly or indirectly, as a legal services 

corporation under this act. 

Sections. Application of other laws. {1) A legal 

services co~poration is subject to the provisions of the 

Montana Nonprofit Co~poration Act to the eKtent that such 

provisions are not in conflict with the provisions of this 

act. 

(2) A legal se~vices co~poration which complies with 

this act is not considered as being engaged in the business 

of insu~ance or transacting insurance business and is not 

subject to the laws regarding insurers. 

UL__liill__AU_Ullil_HD.L AffECT ANY PLAN ESIABLISHED 

!JHUUL.l~Li:I.Ai!.IllLAU OR MONTANA CDLL ECTnl.L_!W!..GA.ltilli!i 

UltL_..UtiQff._IMli.~&fPAID LE!OAL SERVICES OR REii1BURs..E!1Elfi!i 

THEREfO&_&RE EURNISH£0. 

Section 6. Application of Montana Administrative 

Procedure Act. All final administrative actions or decisions 

of the co .. issioner under this act are subject to judicial 

-3- HB 761 
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review under and in accordance with the Montana 

Administrative Procedure Act. 

Section 1. Participation contracts -- agreements with 

insurers. (1) A legal services corporation •ay cont~act with 

other legal services corporations and insurers licensed to 

do business in Montana for joint participation through 

mutualization contract ~~ree.ents or guaranty treaties and 

may otherwise cede or accept leqal services obligations from 

such organizations. Proor to their effectiveness. the 

contract formso documents, treaties, or agree•ent for•s ~st 

be filed Nith and approved by the ca.mlssioner as being in 

accordance with the plan of operation of the corporation. 

(2) The co .. issioner may issue such rules conce~ning 

participation contracts and agreements with insurers as he 

considers necessary to carry out the purposes of this act. 

Section B. Management and exclusive agency contracts. 

(1) No legal services corporation may enter into an 

eKclusive agency or management contract unless the contract 

is first filed with and approved by the commissioner. 

(2) The cOMmissioner shall disapprove a contract 

sub~itted under subsection (l} if he finds that: 

{a) it subjects the corporation to excessive char9es> 

(bl it extends for an unreasonable period of ti.e; 

(cJ it does not contain fair and adequate standards of 

perfo~mance; 

-4- HB 761 
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(d) the persons empowered under the contract to manage 

the cDrporation are not sufficiently trustworthy, co•petento 

and free from confl let of interest to give reasonable 

assurance that the interests of the corporation•s 

participants and creditors 3nd the interests of the public 

will ue protected; or 

(e) the contract contains provisions which are likely 

to im3air the interests of the corporation•s participants or 

creditors or the interests of the public. 

Section 9. Agree•ents with contracting attorneys. A 

legal services corporation may contract with attorneys in 

such a aanner as to assure to each participant holding a 

ae•bership contract of the corporation the furnishing of 

such legal services by a contracting attorney as agreed upon 

in the oembership contract. The corporation may limit in the 

membership contract the types and extent of benefits and the 

circumstances in which legal services will be furnished. 

Section 10. Corporation to have a sufficient number of 

contracting attorneys. Before issuing any me•bership 

contracts, a legal services corporation shall have contracts 

with a sufficient number of contracting attorneys to enable 

it to fulfill its contractual obligations to its me~bers. As 

long a3 the corporation has obligations under membershio 

contracts, it shall •aintain contracts with a sufficient 

number of contracting attorneys. Ten per cent of the 
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currently active •embers of the state bar of Montana is 

always sufficient. The commissioner may allow a legal 

services corporation to operate with less'than 10% of the 

active me•bers of the state bar of Montana under contract if 

the commissioner determines that the nuaber of attorneys 

under contract is sufficient under the circumstances. 

Section 11. Noninterference with at torney-c 1 i ent 

relationships. (l) A legal services corporation may not 

itself practice law in any aanner nor •ay it control or 

attemot to control the relations between a meaber and the 

~ember•s attorney. It shall confine its activities to 

contracting as an agent on behalf of its members for legal 

services to be rendered by contracting attorneys who aay 

never be employees of the corporation but shall always be 

independent contractors maintaining direct attorney-client 

relationships with the ae•bers. 

(2) A legal services corporation aust offer the same 

contract terms to all attorneys who desire to becoae 

contracting attorneys. 

Section 12. Membership contracts. A legal services 

corporation shall issue a membership contract to each 

appli~ant it accepts as a me~ber. A membership contract may 

be on an individual, 

provije for payments to 

groupo 

help 

or franchise basis and may 

defray the costs of legal 

services provided by noncontractlng attorneys. 

-&- HB 761 
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Section 13. Definition of enrollment representative. 

{1) A person who, for compensation, solicits membership in a 

prepaid legal services plan offered by a legal services 

corporation 

corporation. 

is an enrollment representative of that 

(2) For the purposes of this act, an enroll~nt 

representative does not include: 

{a) an individual e•ployed 

representatives for the perfor•ance 

stenographic, and si•ilar office duties; 

by 

of 

enroll~nt 

cl er i calo 

(b) an individual e•ployed for taking applications for 

-coverage on a nonregular basis in the office of an 

enroll•ent representative; 

(c) an individual who secures and forwards infor•ation 

for an existin9 group contractor for the purpose of 

enrolling individuals under an existing group contract. 

Section 1">• licensinq of enrolleent representatives. 

(1) ~ach legal services 

co•missioner through its 

corporation shall notify the 

proper officer or agent of the 

na•e• titleo and address of each person it desires appointed 

as an enrollaent representative. The notice shall be 

accompanied b1 a W¥itten application, upon a for• furnished 

by the co•missioner, from the appointee. 

{2) The coMmissioner shall issue an appointee a 

license to act as an enrollment representative of the 
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corporation ifo upon receipt of the written application 

provided for in subsection (1) accompanied by the prooer 

fee, it appears that: 

{a) the appointee is a competent and suitable person 

who intends to hold hi•self out in good faith as the 

corporation•s enrollaent representative; and 

(b) the appointee qualifies under the provisions of 

this section. 

(3) If the co .. issioner considers it desirable, he aay 

require an appointee to sub•it to an exa•ination to 

deteraine the qualifications of the appointee to act as an 

enroll•ent representative. The exa•ination shall inquire 

into an applicant•s knowledge of the provisions of this act 

and of the for.s subaitted and utilized by the e•ployinq 

corporation. 

(4) Upon receipt by the co .. issioner of notification 

fro• a legal services corporation that the corporation 

desir~s a particular individual to be appointed as its 

enrollaent representative, that person has a te•porary 

enrollment representative•s license until the com•issioner 

notifies the corporation of action 

appli=ation. If the com•issioner rejects 

the prospective appointee•s eligibility 

taken upon the 

the application. 

to act as an 

enroll•ent representative ceases on the day the corporation 

is notified of a final rejection. 

-8- HB 761 
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[5) The co••issioner shall notify both the appointee 

and the corporation in ~riting of any refusal to qrant a 

1 icense. No application ~ay be finally rejected without a 

hearing or exa•ination. 

5-ection 15. license renewal. 

commissioner or unless the 

Unless revoked 

corporation by 

by the 

written 

notification to the coMMissioner cancels the authority of an 

enrollment representative to act for it, a 1 icense issued or 

a renewal thereof expires on January 1 after its issuance. A 

license may be renewed annually upon payment of the annual 

license renewal fee as provided in [section 21]• 

Section 16. Suspension and revocation of license. (1) 

The co•missioner May suspend for not aore than 12 months or 

revoke or refuse to continue any license issued under this 

act it he finds that as to the licensee any one or more of 

the following causes exist: 

(a) any cause for which issuance of the license could 

have bean refused had it then existed and been known to the 

co•IRi ss i one..-; 

(b) obtaining or atteapting to obtain a 1 icense 

throuoh misrepresentation or fraud; 

(c) violation of or noncompl ·~nc~ w•th aoplicable 

provisions of this act or willful violation of any lawful 

rule "r order of the coMmissioner; 

(d) misappropriation or conversion to ~is own use or 
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illegal withholding of moneys or property belonging to the 

legal services corporation, its .embers. beneficiaries, or 

others and received in the conduct of business under the 

license; 

(e) 

(f) 

conviction of a felony involvinq .aral turpitude; 

fraudulent or dishonest practices in the conduct 

of his affairs under the license; or 

19) incompetence, untrustworthiness, or injury and 

loss to the public while acting under the license. 

12) No action may be taken under subsection {1) unless 

a hearing has been granted the licensee with 20 days• 

notice. The notice and the reasons for the co•elssioner•s 

action shall be sent by certified •ail to the licensee and 

the corporation. 

Section 11. ForMs f i 1 i ng, disapproYal by 

comMissioner. {1t A copy of all forms of the membership 

contract or any type of endorsement or rider shall be filed 

with the commissioner within 30 days after that form is 

first used. When a form does not COO!pl y with the 

require•ents of this act. the commissioner shall notify the 

corporation in writing of that failure and include the 

red~ons for his opinion. Unless the corporation reQuests a 

hearing within 10 days, notice by the coa•issioner disallows 

use ot this form hy the corporation. If the corporation 

cnall~nges the commissioner's disallowance of a form, it 
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shall request a hearing on that issue. The commissioner 

shall schedule a hearing as soon as practicable but not less 

than 15 days from the date of the request. If the 

co .. issioner finds, after the hearing, that the form is not 

in compliance with this acto he •ay disapprove the form and 

issue a final order to that effect. Notice of disapproval, 

oncluding the grounds for disapprovaJ, shall be presented to 

the corporation within 30 days after the hearing. The final 

order is effective 30 days after presentation of the notice 

of disapproval. 

(2) A corporation whose for•s have been ordered 

discontinued by the co••issloner may appeal, within 15 

after an order, to a district court of this state. 

court, upon filing of the proper petition, shall cause 

days 

The 

the 

forms and orders of the commissioner to be brought before 

ito and upon hearing the case, the court shall either affirm 

or reverse and vacate the order of the co•mossioner. 

(3) The court may suspena or stay a final order of the 

com•issioner under this sectoon pending trial of the issues 

or an ~ppeal. 

~ection 18. f•nancial security. (11 fhe corporation 

shall •aintain at all times unobligated funds adequate to: 

(a) meet its obl i·1ations under meMbership contracts; 

and 

(b) meet all costs and expenses. 
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(2) In addition, reserves of a legal services 

corporation in cash, certificates of deposit, obligations 

issued or guaranteed by the government of the United States, 

or other assets approved by the commissioner shall be 

maintained in an amount not less than the lesser of: 

(a) $500oOOO; or 

(b) an amount equal to 1 month•s average income from 

dues or fees paid to the corporation by its members or 

beneficiaries. 

(3) The determination of minimum reserves is subject, 

as to amounts payable to contracting attorneys, to any right 

of the corporation to prorate a.ounts under the ter~s of its 

contracts with contracting attorneys. The commissioner •ay 

decrease or suspend the requirements of this section if he 

finds that the action is in the best interest of th~ ftembers 

of the corporation. 

Section 19. Annual 

corporation shall ~ake 

report. 

and file 

Each 1 egal services 

annually with the 

commissioner, on or before Harch 1o a report under oath 

setting forth: 

(ll the name of the corporation; 

(2) the address of its registered office in this state 

and the name of its registered agent at that address; 

(3) the names and addresses of its directors and 

officers; 
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(4) a brief statement of the character of the affairs 

which the corporation is actually conducting; 

(~) the a.o~nt of all dues or fees collected from its 

ma.bers in the last fiscal year. the amounts actually paid 

during tha~ year for legal services for the benefit of its 

•embers or beneficiaries, and the a•ounts placed in 

~eserves; 

(&) a balaace sheet and state.ent of income and 

expenditures for the most recent fiscal year of the 

corporation• prepared and verified by two officers of the 

corporation and certified by a certified public accountant; 

(1) a statement of any other facts or information 

concerning the financial affairs of 

corporation which may be reasonably 

c..o-issioner. 

Examination of a So.ct ion 20. 

corporation. (1) If the commissioner 

the 1 egal 

required 

1 eqal 

believes 

services 

by the 

services 

a legal 

servic~s corporation is unable or potentially unable to 

fulfill its contractual obligations to its members, the 

commissioner aay conduct an examination of that corporation. 

(2) Each officer, employee, or agent of a legal 

services corporation examined shall produce and make 

available to the co.missioner or his examiners the accounts, 

records, documents. files, information, ~ssetso and matters 

in hi, ~ossession or control relating to the subject of the 
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examination. 

(3) The commissioner or his examiner shall make a 

verifi~d re?ort of the examination. 

(4) The report shall comprise only facts appearing 

froa the bookso papers, records, and documents of the 

c~rporation examined; facts 3scertained frOM the testiMony, 

under oath• of individuals concerning its affairs; and 

conclusions and recomaendations as warranted by those facts. 

(5) ·The ca.si ss ioner shall furnish a copy of the 

proposed report to the corporation examined not less than 20 

days prior to its filing in his office. If the corporation 

requests a hearing, in writing, within the ZO-day period, 

the coamissioner shall qrant one with respect to the report 

and snall not file the report until after the hearinq and 

after MOdifications, if any, the coeaissioner considers 

p~ooer. 

Section 21. Fees. (1) Each legal services corporation 

shall oay the following fees to the coamissioner for 

enforceaent of the provisions of this act: 

(a) enrollment representative•s license: 

(i) application for an original license includinq 

examination and issuance of 1 ic~nse•••••••••••••••••••••SlO; 

(ii, annual renewa1••••••••••••••••••••••••••••••••s 5; 

(b) 

( c l 

filing any ?ther ~tate.ent o~ repo~t •••••••••• s li 

fnr d certifi~d copy of any document or other 

-l't- HB 761 



2 

3 

4 

5 

b 

7 

ll 

9 

10 

11 

12 

H 

14 

15 

1b 

17 

lB 

19 

20 

21 

22 

23 

24 

25 

HB 0761/02 

paper filed in the office of the commissioner••••••••••••••• 

••••••••••••••••••••••••••••••••••••••••••••SO cents a page; 

{u) for the certificate and for affixing the seal 

theretc•••••••••••••••••••••••••••••••••••••••••••••••••s 1; 

(e) filing of a member~hip contract•••••••••••••••SlO; 

{f) filing of a membership contract package ••••••• S2S; 

(g) filing the annual repo~t••••••••••••••••••ZO cents 

for each individual or family unit the corporation covered 

at the close of the year to which the annual report is 

applica~le, with a mlni.um of S100. 

(2) The commissioner shall deposit 

treasurer to the credit of the general 

received by him under this section. 

with the state 

fund all fees 

Section 22. Premiua tax exemption. A legal services 

corporation is exempt from all premium taxes. 

Section 23. Grievance procedure -- complaints against 

the corporation. A ae~ber of a legal services corporation 

who believes himself to be aggrieved by any act or omission 

of the corporation or its officers, directors, or eaployees 

may file· a statement in writing of his grievance in the 

office of the coaaissioner, and the coamissioner may 

investigate the grievance. No investigation by the 

commissioner .ay act as a bar to any suit in a court of 

competent jurisdiction instituted by the aggrieved member or 

as bar to any defense by the Involved corporation. 
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S~ction 24. Grievance procedures -- complaints against 

attorneys. The coamissioner shall refer any complaints 

received by hi~ concerning the conduct of contracting 

attorneys to the commission on practice of the Montana 

supre,we court. 

Section 25. Malpractice insurance. Contracting 

attorneys shall maintain such ~alpractice insurance as the 

corporation considers proper. The com~issioner may establish 

a rule setting a •lniau~ amount of malpractice coverage to 

be •aintained by each contracting attorney. 

Section 26. Nonliability for attorney•s malpractice. A 

legal services corporation and its officers and directors 

are not liable for damages resulting from neqlect, 

misfeasance, malfeasance, or malpractice on the part of any 

contracting attorney. 

Section 27. Trade practices prohibited. In order to 

regulate trade practices of legal services corporations the 

follo~ing prohibitions are imposed: 

(1) No person may make, issue, circulate• or cause to 

be madg" issued, or circulated any estimate, circular, or 

statenent misrepresenting the terms of any legal services 

corporation aembership contract issued or to be issued or 

the benefits or advantages promised thereby. 

(2) No person aay make• publish, disseminate, 

circulate, or place before the public or cause, direct.ly or-
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indirectly, to be made, published, disseminated, circulated, 

or olaced before the public, in a newspaper, maoazine, or 

other ?ubi ication; in the form of a notice, circular, 

pamphlet, letter, or poster; over any radio or television 

stat i ?n; or in any other way, an advertiseWtent, 

announcement, or statement containing any representation 

with respect to the business of a legal services corporation 

wnich is false or misleading. 

(3~ No person Ray make or issue or cause to be made or 

issued ~ny written or oral stateRent misrepresenting or 

Making incomplete comparisons as to the ter•s• conditions, 

or benefits contained in any legal services corporation 

membership contract tending to induce a .e•ber to cancel or 

convert any Me•bership contract. 

(4~ No person may file with any public official; •ake, 

publish, disse•inate, circulate, or deliver to any person; 

place before the public; or cause, directly or indirectly, 

to oe madeo published, disseminated, circulated, delivered 

to any person, or placed before the public any false or 

misleading statement concerning the financial condition of a 

legal services corporation with intent to deceive. 

(51 No person may make any false entry in any book, 

report, or statement of any legal services corporation with 

intent t~ deceive any aqent or examiner lawfully appointed 

to ex~mine its condition or any of its affairs or any public 
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official to whom the legal services corporation is required 

by law to report or who has authority by law to examine its 

condition or any of its affairs. No person may, with like 

intent, willfully o11it to aake a true entry of any 

fact pertaining to the business of the le93l 

material 

services 

corporation in any booko report. or statement of the legal 

services corporation. 

16) No 

circulate, 

encourage 

clrculatin~ 

person m3y 

directly or 

the making, 

of any oral 

make, publisho disseminate, 

indirectly, or 

publishing, 

aid, abet, 

disse•lnating, 

or written state89nt or 

or 

or 

or 

any 

pamphlet, circular, article, or literature which is false or 

maliciously critical of or derogatory to the financial 

condition of a legal services corporation or of an 

organization proposing to become a legal services 

corporation and which is calculated to Injure any person 

engaged or proposing to engage in the business of operating 

a 1eq31 services corporation. 

171 No person m~y enter into an agreement to commit 

orr ~y any concerted actiono commit any act of boycott, 

coercion, or intimidation resulting in or tending to result 

in unreasonable restraint of the operation of legal services 

corporations. 

(b~ No person may knowingly make or permit any 

unreasonable discrimination between individuals in any 
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classification established by a legal services corporation 

as to the aaount of dues or rates charged for any me~bership 

contract, the benefits oayable thereunder, any of the terms 

and conditions of the contract, or any other •atter. 

However, a leqal services corporation ~ay, within the 

discretion of its board of directors, limit or define tne 

classes of persons who are eligible to beco.e members, limit 

and define the benefits which it will furnish, and define 

such benefits as it undertakes to furnish into classes or 

kinds. A legal services corporation uay •ake available to 

its meMbers legal services or reiMbursement therefor as the 

board of directors of that corporation may approve. 

Section 28. Certain exclusions. (1) Nothing contained 

in [section 27(8)] includes within the definition of 

discrimination any of the followino practices: 

(a) readjustment of the rate of payment for membership 

in a legal services corporation under a group contract based 

on the loss or expense experience thereunder at the end of 

the first or any subsequent contract year thereunder which 

may be ~ade retroactive only for that contract year; 

(b) in the case of membership contracts issued on the 

preauthorized bank draft or si•ilar plans, making allowance 

to menbers in an amount which fairly represents the saving 

in collection expense; 

(c) r'!duction of the rate of payment for group 
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contracts covering a large number of members not exceeding 

savin3s in ad~inistrative expenses reasonably attributable 

to these contracts as compared with contracts offering 

simil.:u· benefits to smaller numbers of me11bers; 

(d) issuing individual memoership contracts on a 

•salary savings• or payroll deduction plan reasonably 

com•ensurate with the savings made by use of such plan. 

(2) Nothing in this act gives the commissioner power 

to fix and determine a rate level by classification or 

other,.ise. 

Section 29. Notice of violation -- conference. If the 

com•issioner for any reason has cause to believe that a 

violation of this act has occurred or is threatened, the 

coa~~issioner may give written notice to the legal services 

corpor~tion and to the representatives or other persons who 

~ppear to be involved in th~ suspected violation to arrange 

a co~ference with the alleqed violators or their authorized 

representative for th~ purpose of attempting to ascertain 

the facts relating to the suspected violation ando in the 

event it appears that a violation has occurred or is 

threatened, to arrive at an adequate and effective means of 

correcting or preventinG the violation. 

Section 30. Cease and desist order -- hearing. (1) The 

commissioner acting in the name of the state may issue an 

order directing a legal services corporation or a 
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representative of a legal services corporation to cease and 

desist fro~ engaging in any act or practice in violation of 

the provisions of this act • 

(2) Within 15 days after service of the order, the 

res?ondant may request a nearing on the question of whether 

acts ~r practices in violation of this act have occurred. 

The hearing shall be conducted under the Montana 

Administrative Procedure Act. 

Section 31• Injunctive relief. If there has been a 

violation of the provisions of this act and the ca.•issioner 

elects not to issue a cease and desist order or if there is 

noncoapliance with a cease and desist order issued under 

this acto the co .. issioner ~ay institute a proceeding to 

obtain injunctive re1 iefo receivership, or other appropriate 

relief in the district court.of the county in which the 

violation occurred or in which the principal place of 

business of the legal services corporation is located. Any 

proce~ding under this section shall conform to the 

requir~ments of chapters 42 and 44 of Title 93o except that 

the co•missioner is not required to allege facts tending to 

sh~w the lack of ~n adequat~ re.edy at law ~r tending to 

22 show irrP.parable da~age or loss. 

23 Section 32. Dissolution. A dissolution or liquidation 

24 of a legal services corporation shall be under the 

25 supervision of the co••issionerr and ae•bers• claims shall 
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be given priority over all other claies except cost of 

liquidation. 

~ection 33. Method of dissolution. A legal services 

corporation may be dissolved at any tl•e by a vote of its 

board of directors after such action has been approved by 

the co••issioner. In the case of voluntary dissolution, 

the disposition of the affairs of the corporation shall be 

made jy the officers, and when the liquidation has been 

ca.pleted and a final statement has been filed with and 

approved by the com•issioner, the provisions 

dissolution under the Montana Nonprofit 

for voluntary 

Corporation Act 

shall be followed to dissolve the corporation. In all other 

cases in which a legal services corporation is found to be 

insolvent or to have violated the provisions of this act, 

on a determination of that condition and after due notice 

and hearing, the affairs 

disposed of by a liquidator 

of the corporation shall 

appointed by and unde~ 

suoer~ision of the co~missioner. 

-End-

be 

the 

-22- H8 761 


