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' ’ Hevso BILL%!; .
1 provided in [section 9].
2 INTRODUEED BY M—
2 {S) "legal services corporation™ mears a nosprofit
3 I
Ve 3 corporation organized for the purposes of establishing and
& A BILL FOR AN ACT ENTITLED: “AN ACT TO PERMIT THE FORMATION
) operating a nonprofit plan or plans under which prepaid
3 SF NONPROFIT CORPORATIONS TO PRGYIDE PREPAID LEGAL SERVICES
5 legal services or reimbursement therefor is furaished te
& AND TO RESULATE THE ACTEIVITIES OF SUCH CORPDRATIONS.®
6 nembers.
7
7 {6) "Hembar® seans a person entitled tc the
8 B{ IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAKA:
8 perforsance of legal services umder a costract with a 1legal
9 Soction le Short titlee This act may be cited 2s "The
9 sexvices corporationm,
10 Prepaid Legal Sarvices Act®a. )
10 (7) *"Hesbership contract® RRARS any agreesent,
11 Zection 2« Purpose of acte The purpose of this act is .
11 contract, or certificate by which a legal services
12 to permit and encourage the formation of nonprofit prepaid
12 corporation dJdescribes the legal services +to which its
13 legal services plans in order to make legal services more
13 menbers are entitled.
14 zvailable to the publice
18 Sectiom &, Purposes of legal services cocrporatien. (V)
135 Section 3. Definitionse. The follewing definitions
1% A legal services corporation =may be organized for the
ls apply in this act:
16 purposes of:
17 {1) ™“Aattorney™ means a person who 1is currently an
: 17 (a)} establishing and operating a volmrntary, nonprofit
13 active member of the state bar of Montanae
18 plan or plans under vhich legal services or reiabnrsement
19 [?) ™applicant® mezns a perscn appliying for a contract
19 therefor is furpished to persons who beccae mesbers or
20 for =weorformance of 1egal services through a corporation
20 beneficieries;
2% organi zed or osperating undar this act.
21 {b) acting as agent or intersediary for other 1legal
22 t3) ™Commissioner” means the commissisner of insurance
22 services corporations, for governmental bodies or agencies,
23 af the statc cf Montanas
23 or for other corporations, associations, partierships, or
24 {4) "Contrzcting attornay®™ means an attorney who h3as
28 individuals in the field of legal services; and
25 entarad into & contract with 3 1mgal services corporation as

25 {c) the proaction of social welfare through research
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and through charitatle, educational, and related activities
to further the purposes of this act.

{2) MNWo profit orgamnizatico @may Le a legal services
corporation. ¥o group, association, or organization created
for or engaged in busioess or activity for profit, provisioan
fer the inccrporaticn o¢f which is wmade by apy ¢f the
corporation laws of this state, may be organized -} 4
operated, directly or indirectly, as a 1legal services
corpocration under this act.

Section S. Application of other 1laws. (1) 2 legal
services corporation is subject to the provisions of the
Montana Fonprofit Ccrgporation Act to the extent that suck
provisions are not in conflict with the provisions of this
act.

{2) 1 legal services corporation which complies with
this act is not considered as being engaged in the business
of insurance or transacting insurance business and is rnot
subject tc the laws regarding imsurers.

Section 6. Application of fontana Adwinistrative
Procedure act. All final administrative actions cr decisions
of the commissioner under this act are subject to Judicial
review under and im accordance with the HMontana
Administrative Procedure Act.

Section 7. Participation contracts — agreeserts with

insurers. (1) 2 legal services corporation may contract with
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cther legal services ccrporations and insurers licemsed to
dc¢ business in Montana for Jjoint participation through
mytualizatior contract agreements or guaranty treaties and
may otherwise cede or accept legal services obligations froa
such orgamizations. Prior to their effectiveness, the
contract forms, documents, treaties, or agreement fcras must
be filed with and approved by the collissionét as being in
accordance with the plan of cperaticn of the corporatioa.

(2) The commissioner may issue such rules ccmcerning
participation contracts and agreements with insurers as he
considers necessary to carry out the purposes of this act.

Section 8. #Managesent and ezclusive agency contracts.
{1} N¥o legal services corperation may enter isto an
exclusive agency or management contract unless the contract
is first filed with and approved by the ccusissioner.

{2) The commissioner shall disapprove a contract
subaitted under subsection {1) if he finds that:

{a) it subjects the corporation to excessive <charges;

tb) it extends for an unreasonable period of time;

{c)} it does not contain fair and adequate standards of
performance;

{d) the persons espcvered under the contract to manage
the corpcration are not sufficiently trustvcrthy, competent,
and free from conflict of interest to give reascnable

assurance that the interests of the cerporatiocn's
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participants and creditors and the interests of the public
will be prctected; cor

te) the contract contains previsions which are 1likely
to impair the interests of the corporationts participants or
creditors or the interests of the public.

Section 9. Agreemepnts with contracting attcraeys. A
legal services corporaticsz may contract witk attorpeys in
such a mapner as to assure to each participant holding a
membership contract of the corporation the fuarpishing of
such legal services by a contracting attorney as agreed upon
in the mewbership contract. The corporatica may 1iimit ie 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 nusber of
contracting attorneys. Before issuing any aembership
contracts, a legal services corporation shall have contracts
with a sufficient oumber of contracting attorneys tc enable
it to fulfill its contractual obligaticns tc its membters. As
long as the corporation has obligations under mesbership
contracts, it shall maintain ccotracts with a sufficient
number of contracting attorreys., Ten per cent of the
currently active meabers of the state bar of Montama |is
always sufficient. The commissicner may allow a legal
services corperation to operate with less tham 10% cf the

active members of the state bar of #contana under comtract if
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the commissioner determines that the number of attcraeys
under contract is sufficient urder the circuestances.

Section 11, Noninterference with attorney-client
relationships. (1) & 1legal services corporation may not
itself practice law in any marner mnor ®ay it ccntrol or
attempt to control the relations between a sesber and the
sepber'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 attorseys who may
never be exployees of the corporation but shall always be
independent contractors maintaining direct attorney-client
relaticnships with the members.

{2) A legal services corporatiocn must cffer the same
contract terss to all attorneys who desire tc Lecome
contracting attorneys.

Section 12. Membership contracts. & legal services
ccrporaticn shall issue a wmembership contract +to each
applicant it accepts as a member. A mesbership contract say
be on an indiwvidval, group, or franchise basis and wmay
prrovide for payments tc help defray the costs of legal
services provided by noncontracting attormeys.

Sectionr 13, Definition of enrollwent representative.
{1} A person who, for compensation, solicits membexrsbhip in a
prepaid legal services plan cffered by a legal services

corporation is an enrcllment representatirve cf that
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corporaticn.

{2) For the purpcses of this act, an enrollment
representative does not include:

{a) an inpdividaal esployed by enrollment
representatives for the performance of clerical,
stenographic, and similar office duties;

(b} an individual employed for taking applications fcr
coverage of a ncomregular basis in the office of an
enrolleent representative;

{c) an individual who secures and forwards informaticn
for an erxisting group contractor for the purpose of
enrolling individwals under an existing gromp contract.

Section 14. Licemnsing of enrcllment representatives.
(1 Each legal services corporatica shall notify the
cosaissioner through its proper officer or ageat of the
pape, title, and address of each perscen it desires appointed
as an enrollment representative. 7The opotice shall be
accoapanied by a written application, upon a fora farnished
by the cosmissioper, from the appointee.

{2) The cosmissioner shall issue an appointee a
license to act as an enrollsent representative of the
cerporatice if, uwpon receipt of the writtem applicatiocn
provided for in subsection (1) acccmpanied by the proper
fee, it appears that:

(a) the appointee is a competent and suitable perscrn
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who intends to hold himself out in gced faith as the
corporaticn's enrcllment representative; and

(b} the appointee gualifies under the provisions of
this section.

{3} If the coamissioner considers it desirable, he say
require an appointee to subait to an examination to
deternine the qualifications of the appcintee to act as an
enrollment representative. The examinaticmn shall inquire
into an applicant®s knowledge of the provisicns of this act
and of the fores submitted and utilized by the esploying
corporation.

() Upon receipt by the commissioner of nmotification
from a legal services corporation that the corporation
desires a particwlar individval to be appointed as its
enrollment representative, that persom has a temporary
enrollsent representative's license until the commissioper
notifies the corporation of action taken ugch the
application, If the commissioner rejects the applicaticn,
the prospective appointee's eligibility to act as an
enrollment representative ceases on the day the corporation
is notified of a final rejection.

{5) The commissioper shall notify both the afppcintee
and the corporation in writing of any refusal tc grant a
license. Ko application may be finally rejected withcut a

hearing or examination.
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Section 15, License renewal. Unless rtrevcked by the
cosnissioner or unless the corporation by writter
notification to the commissioner carcels the authority of an
enrollment representative te act for it, a2 license issued or
a renewal thereof expires on Januvary 1 after its issuance. 2
license aay be renewed annually upon paysent of the annunal
license renewal fee as prcvided in {section 21].

Section 16, Suspension and revocationr of license. {1
The commissioner may suspend for not mscre than 12 months or
revoke or refuse to continue any license issuved under this
act if he finds that as to the licensee any cbe oxr more of
the following causes exist:

fa) any cause for which issuance of the licemnse could
have been refused had it then existed and been known tc the
copmissicner;

(b) obtaining or attempting tc obtair a license
through misrepresentation or fraud;

{c} violaticn of or nonccmpliance with applicable
provisions of this act or willful vielaticn of any Ilawful
rule or order of the commissioner;

{d) misappropriation or <conversion to his ouwn use or
illegal withholding of mconeys or property belomngimg to the
legal services corporation, its meambers, beneficiaries, or
others and received in the ccnduct o¢f lusiness under the

license;
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{e} conviction of a felony involving moral turpitude;

{f) fraudulent or dishonest practices in the conduct
of bhis affairs upnder the license; or

{9} incompetence, untrustworthiness, or injury and
loss to the panblic while acting under the licease.

(2) ©¥o action may be taker under subsection (1) unless
a hearing has been granted the licensee with 20 days®
notice. The notice and the reasons for the comaissicnerts
action shall be sent by certified mail tc the 1licensee and
the corporation.

Section 17. Foras —_— filing, disapproval by
commissioner. (1} A copy of all forms of the membership
cortract or any type of endorsement or rider shkall be filed
with the commissioner within 30 days after that form 1is
first used. When a form does not comply with the
requirements of this act, the commissiorer shall notify the
corporation in writing of that failure aand include the
reasons for his opinion. Unless the corporation regunests a
hearing withino 10 days, nctice by the ccmsissioner disallows
use of this form by the corporation. If the corpecration
challenges the coumissioner's disallowance of a form, it
shall request a hearing o¢n that issue. The cosrissioner
shall schedule a hearing as scon as practicatle but not less
than 15 days from the date o0f the reguest. If the

commissioner finds, after the hearing, that the form is not
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in cospliance with this act, he may disapprove the fors and
issue a fipal order to that effect. Netice of disapproval,
including the grounds for disapproval, 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 foras have been ordered
discontinved by the commissioner may agpeal, within 15 days
after an order, to a district court of this state. The
court, wuwpon filimg of the proper petiticn, shall cause the
foras and orders of the commissioner to be brought before
it, and upon hearing the case, the court shall either affira
or teverse and vacate the order of the cossissioner.

{3) The court say suspend or stay a final order of the
coamissioner under this section pending trial of the issues
or am appeal,

Section 18. Financial security. {1) The corporatiocn
shall maintain at all times uncbligated funds adequate to:

{a) meet its obligations under mesbership contracts;
and

(b} wmeet all costs and expenses.

{2) In additiom, reserves of a legal services
corporation in cash, certificates of deposit, obligations
issned or guaranteed by the gcvernment of the United States,

or other assets approved by the commissioner shall be
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maintained in an asount not less than the lesser of:

(a) $500,000; or

(k) an amount equal to 1 month's average income fice
dues or fees paid to the corporation by its wmembers or
beneficiaries.

{3) The determination of minimus reserves is subject,
as to amounts payable to contracting attorneys; to any right
of the corporation to prorate amounts under the teras of its
contracts with contracting attorneys. The cosmissicner amay
decrease or suspend the requirements of this section if he
finds that the action is in the best interest of the mesbers
cf the corporation.

Section 19. Anaual report. Each legal services
corporation shall make and file annually with the
commissioner, on or ﬁefore marck 1, a report under oath
setting forth:

{1) the name of the corpcraticn;

{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;

(4) a brief statement of the character of the affairs
which the corporation is actually conducting;

(5) the amount of all dues cr fees collected frcm its

mexbers in the last fiscal year, the amcuats actually paid
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during that year for leqal services for the benefit of its
sembers or bemeficiaries, and the asocuats Placed in
reserves;

{6) a balance sheet and statesent of inccme and
expanditures 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;

(7) a statement of any other facts or inforsation
concerning the financial affairs of the legal services
corporation which may be reascnably required by the
commissioner.

Sectior 20. Examination of a leqgal services
corporation. (1) If +the commissioner believes a 1legal
services corporation is unable or potentially unable to
fulfill its contractual obligations +to its members, the
commissioner may corduct an examination of that coxrporation,

{2) Each officer, eamployee, or agent of a legal
services corporation examined shall produce and =make
available to the commissioner or his examiners the accounts,
records, documents, files, information, assets, and matters
in his possession or control relating to the subject cf the
exaaination.

{3} The coseissioner or his examiner shall wmake a
verified report of the erxamination,

(8) The report shall coaprise only facts appearing
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from tha boockss paperss recordse and documents of the
corporation exaxined; facts ascertained from the testimonys
under oathe of individuals concerning its affeirs;s and
conclusions and recommendations as warranted py thase fictse

{Z) The commissioner shall Ffurnish a copy of the
propesed repert to the corporation 2xamined not less than 20
d2ys prior to its Filing in his offices If the corporation
requests o hearings in writings within the 20-day periodse
the commissioner shall grant one with respect to the report
and shall not file the report until after the hearing and
after modificationse if anys the commissioner considers
propere.

Section 21e Feess (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 1license including
examination and issuance O0f 1iC2NSCescscacsscscscnncacaslll;

{ii) ANnual renewdleevessessecessscsssrscncenrnsnsentd S5;

(b)Y filing any other statement or 7epOrteesssseasest 13

{c) for a certified co2y of any deocument or ather
peper filad in tha office of the COMBISSiON2reecsenscncscnecas
sesesenserusesessunentaratesnsasennsrsesasseSd Cants a Dage;

(i) for the certificoc2 and for affaxing the s=2al

thereftOeessncecsessecscrsscscscsnccesncnnsvvcnccnssannansn - I

—14—



~ o

[+

10
AR
12
13
Rl
15
16
17
18
19
20
21
22
23
24
25

1C 0288/01

{e) filing of a membership contractiesvescencessse.$103

{f} filing of a membership contract package.......$525;

(g) filing the annual TepCTtesssssssessnnases 20 cents
for each individual or family mnit the corporation covered
at the clcse of the year to which the annual report is
applicable, with a miniaua of $10G0.

{2) The comsissioner shall deposit with the state
treasurer to the credit of the general fund all fees
received by him apder this sectiom.

Section 22. Premium tax exemption., 1A legal services
corporation is exeapt fros all presium tazes.

Section 23. e€rievance rrocedure — cosplaiats agaimst
the corporatior. A amember of a legal services corporation
vho believes hismelf to be aggrieved by amy act or caission
of the corporation or its officers, directers, or esployees
may file a statement in writing of his grievance im the
aoffice of the commissioner, and the cosmissioner may
investigate the grjievance. No investigation ky the
coamissioner amay act as a bar to any suit in a court of
conpetent jorisdiction imstitoted by the aggrieved meaker or
as bar to any defense by the involved corporaticn.

Section 24. Grievanrce procedures — cosplaints agaipst
attorneys., The commissioner shall refer anmy ccosplaints
received by him concerning the conduct of contracting

attorneys to the coamission on practice of the H#ontana
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supreme Courta

Section 25« Malpractice insurancee Contracting
attorncys shall maintain such malpractice insurance as the
corporation considers propere The commissioner may establish
2 rule setting a minimum amount of malpractice coverage to
be maintained by each contracting attorneye

Section 26« Nonliability for attorney®s malpractices A
legal services corporation and its officers and directors
are not liable for damages resulting from neglects
misfeasances malfeasances or malpractice on the part of any
contracting attorney.

Section 27« Trade practices prohibitede In ord:r to
regulate trade practices of legal services corporations the
following prohibitions are imposed:

[1) No person may makes issues circulates or cause to
be madey issueds or circulated any estimates circulare or
statement misrepresenting the terms of any legal services
corporation membership contract issued or to be issued or
tha benefits or advantages promised therebye.

{2y MNo person may makesy publishy disseminatey
circulates or place befores the public or causes diractly or
indiractlysy to be mades publisheds disseminateds circulateds
or placed before the publics in a newspapers magaziney Or
other publication; in the form of & notices circulars

pamphlets letters or poster; over any radic or television
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station; or in any other way, an advertisesent,
apnonacement, or statesent containing any represertation
vith respect to the business of a legal services corporation
vhich is false or misleading,

{3} No person say sake or isswe OF cause to be made or
issued any written or oral statemest misrepreseating or
making incomplete comparisons as to the teras, copditions,
or benefits contained in any legal services corporation
seabership contract tending to induce a meaber to camcel or
convert any aembership contract.

(#) ¥No person may file with any public official; sake,
pablish, disseminate, circulate, or deliver to any person;
place before the public; or cause, directly or indirectly,
to be wmade, published, disseainated, circulated, delivered
to any person, or placed before the public any false or
misleading statement concerniang the financial copditicn of a
legal services corporation with intept tc deceive.

'{5} ¥o person wm&Y BRmake any false entry in arny hook,
report, or statement of any legal services corporatiom with
intent to deceive any agent or examiner lawfully appeinted
to examine its copdition or any of its affairs or any public
official to whom the legal services corporation is reguired
by law to report or who has authority by law to examine its
condition or any of its affairs. No persom may, with 1like

intent, willfally omit to make a true entry of any material
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fact pertaining to the business of the legal services
corporation in any book, report, or statemeant of the legal
services corporation.

(6) ¥o person wmay make, publish, disserinate, or
circnlate, directly or indirectly, or aid, abat, or
ancourage the making, publishing, disseminatiag, or
circulating of any oral or writtem statement or any
pamphlet, circular, article, or literature which is false or
aaliciously critical of or derxogatory to the financial
condition of a legal services corporatior or of an
organization proposing to becone a legal services
corporation apd vhich is calculated to iafure amy person
engaged or proposing to engage in the business of operatinmg
a legal services corporation.

(7} ®o person may enter into an agreement to commit
or, by any concerted action, coemmit any act of bloycott,
coercion, or intimidation resaltiag ir or tending to result
in unreasoﬁahle restraint of the operation of legal services
corporations.

(8) ¥Wo perscn may knowingly make or permit any
unreasonakle discrisination between individuals in any
classification established by a legal services corporation
as to the aaonnt of duwes or rates charged for any msewbership
contract, the benefits payable thereunder, any of the terms

and conditioms of the contract, or any cther wmatter.
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However, a 1legal services corporation may, within the
discretion of its board of directors, limit or define the
classes of persoms whe are eligible to become members, limit
and define the benefits which it will furnish, and define
such bepefits as it undertakes to furnish intc classes or
kinds. A 1legal services ccrporation may make available tc
its members legal services or reimbursesent therefor as the
board of directors of that corporatiocn may approve,

Section 28. Certain exclusions. {1) Nothing contained
in [section 27(8)} includes within the definition of
discrimination any of the following practices:

{a) readjustment of the rate of paysent for membership
in a legal services corporation under a group contract based
on the 1loss or expense experience thereunder at the end of
the first or any subseguent contract year thereunder which
may be made retroactive only for that contract vear;

{b) in the case of meabership contracts issued on the
preaathorized bank draft or sisilar plans, making allcwance
to amesbers in am amount which fairly represents the saving
in collection expense;

{c) reduction of the rate of vpayment for groug
contracts covering 2 large aumber of mesbers nct exceeding
savings in administrative expenses reascnably attributable
to these contracts as compared with coatracts cffering

similar benefits to smaller nusbers of meshers;
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{d) 1issuing individual sembership contracts <¢n a
"salary savings"™ or payroll deduction plan Treasonatly
commensurate with the savings wade by use of suck plan.

{2) Nothing in this act gives the commissioner poser
to fix and determine a rate level by classification or
cthervise.

Section 29. Notice of violatiom — conference. If tbhe
comasissioner for amny reascn has cause to believe that a
violation of this act has occorred or 1is threatened, the
commissioner may give written notice to the legal services
corporation and to the representatives or other persons vwho
appear to be involved ia the suspected vioclation tc arrange
a conference with the alleged violators or their authcrized
representative for the purpose cf attespting to ascertain
the facts relating to the suspected violatior and, in the
event it appears that a viclation has occurred or is
threatened, tc arrive at an adequate and effective means of
correcting or preventing the viclationm.

Section 30. Cease and Adesist order — hearing. (1) The
coemissioner acting in the name of the state may issue an
order directing a legqal gervices corporation or a
representative of a legal services corporaticn to cease and
desist frcm engaging in any act or practice in violatien of
the provisions of this act,

(2) Within 15 days after =service of the order, the
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respondent may request a hearing on the guestion of whether
acts or practices in violaticn of this act have occurred.
The bearing shall be conducted ander the Nontana
Adeinistrative Procedure Act.

Section 3%. Injunctive relief, If there has been a
vioclatior of the provisions of this act and the ccapissioner
elects not to issue a cease and desist order or if there is
noncompliance with a cease and desist order issued under
this act, the commissioner may institute a proceeding tc
obtain injunctive relief, receivership, or other appropriate
relief in the district court of the county im which the
violation occurred or in which the vprincipal place of
business of the legal services corporatiom is located. Any
proceeding under this sectiom shall conform to the
requiresents of chapters 42 and 4 of Title 93, except that
the comaissioner is not reguired to allege facts tending to
show the 'lack of an adegoate resedy at law or tending to
sho¥ irreparable damage or lcss.

Section 32. Dissolution. 2 dissolution or 1liquidation
of a legqal serwvices corporation shall be under the
supervision of the commissioner, and meabers' claims shall
be given priority over all other claims except cost of
liquidation.

Section 33. PMethod cf dissclution, A 1legal services

corporation may be dissolved at any tise by a vote of its
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board of directors after such action has been approved by
the coamissioner. In the case of voluntary dissolatiocn,
the disposition of the affairs of the corporaticn shall be
made by the officers, and whep the liguidation has been
cospleted and a final statement bas been filed with and
approved by the commissioner, the provisioas for woluntary
dissoluticn under the Montana Nonprofit Corporatios Act
shall be followed to dissolve the corporation. In all other
cases in which a legal services ccrporation is found to be
insolvent or to have violated the provisioss of this act,
on a determianation of that ccndition amd after due notice
and hearing, the affairs of the corporation shall be
disposed of by a ligunidator appointed by and under the
supervision of the comsissiaoner.

-End-
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STATE OF MONTANA

REQUEST NO. _508-77
FISCAL NOTE

Form BD-15 ‘J

In compliance with a written request received February 14 ,19 _17

. there is hereby submitted a Fiscal Note
for _____House Bill 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 Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

Permits the formation of non-profit corporations to provide prepaid lega! 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 marner

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 ‘ $12,150

Less: Additional expenditures - ' , ’
Personal services - 43,333 45,499 88,832 j
Operating expenses 1,000 _ 1,000 2,000
Equipment 1,435 0 © 1435

Total additional expenditures . 45,768 46,499 92,267

Net cost of proposed legislation ‘ 21!718

$38,399 $80,117

BUDGET DIRECTOR N
Office of Budget and Program Planning
Date: >+ &7/ ~/
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HOUSE BILL N0« 761

INTRODUCED BY HARRINGTONs KIMBLEs RAMIREZ

A BILL FOR AN ACT ENTITLED: AN ACT TO PERMIT THE FORMATION
OF NONPROFIT CORPORATIONS TO PROVIDE PREPAID LEGAL SERVICES

AND TO REGULATE THE ACTIVITIES OF SUCH CORPORATIONS .

BE IT ENALTED BY THE LEGlSLATUﬁE OF THE STATE OF MONTANA:

Section le. Short title. This act may be cited as "The
Prepaid Legal Services Act®.

Section 2. Purpose of act. The purpose of this act is
to permit and encourage the formation of nonprofit prepaid
legal services plans in order to make legal services more
available to the public.

Section 3. Definitionse The following definitions
adply in this act:

{1} ®"Attorney” means a person who is currently an
active member of the state bar of Montana.

(2) “Aapplicant™ means a person a2pplying for a contract
for oaerformance of legal services through a corporation
organized or operating under this act.

{3) “Commissioner®" means the commissioner of insurance
of th2 state of Montanae

(4) ™Contracting attorney” means an attorney who has

entaerad into a contract with a legal services corporation as
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provided in [section 9].

{5) "“Legal services corporation™ means a nonprofit
corporation organized for the purposes of eastablishing and
operatina a nonprofit plan or plans under which prepaid
legal services or reimbursement therefor is furnished to
memberse.

{6) ™“Member® means a person entitlied to the
performance of legal services under a contract with a legal
services corporationa

{7) *“Hembership contract™ means any agreementy
contracte or certificate by which a legal services
corporation describes the 1Jegal services to which its
members are entitled.

Section 4« Purposes of legal services corporations (1)
A tegal services corporation may be organized for the
purpgoses of:

{a) establishing and operating a voluntarys nonprofit
plan or plans under which legal services or reimbursement
therefor is furnished to persons who become members or
beneficiaries;

{b) acting 2s agent or intermediary for other legal
servites <corporationss for governmental bodies or agenciess
or for other corporationses associationss partnershipse or
individuals in the field of legal services; and

[c) the promotion of social welfare throuch research

-2~ HB 761
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and tnrough charitables educationaly and related activities
to further the purposas of this acte.

(¢} No profit organization wmay be a legal services
corporatione No groupe associations or organization created
for or engaged in business or activity for profits provision
for th2 incorporation of which is wmade by any of the
corporation laws of this states way be craanized or
operateds directly or indirectlys as a 1legal services
corporation under this acte

Section 5. Application of other Jlawse (1} A Jegal
services corporation is subject to the provisions of the
Montana Nonprofit Corperation Act to the extent that such
provisions are not in conflict with the provisions of this
acte

(2) A legal services corporation which complies with
this act is aot considered as being engaged in tne business
of insurance or transacting insurance business and is not
subject to the laws regarding insurers.

L3) _THIS _ACT DOES _NOQT _AFEECT _ANY PLAN ESTASLISHED
UNDER THE TAFT HARTLEY ACT OR MONTANA CULLECTIVE [ARGAINING
LaWS UNDER WHICH PREPAJD LEGAL SERYILES OR REIMBURSEMENTS
THEREFOR ARE FURNISHEDs

Section 6. Application of Montana Administrative
Procedure Acte All final administrative actions or decisions

of the commissioner under this act are subject to judicial

—3- He 761
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raview under and in accordance with the Montana
Administrative Procedure Act.

Section Te Participation contracts —- acreements with
insurerse (L) A legal services corporation may contract with
other legal services corporations and insurers Jlicensed to
3o business in Montana for Joint participaticon throuqgh
nutualization contract -areements or quaranty treaties anid
may otherwise cede or accept lesal services obliqgations from
such organizationse. Prior to their effectivenesss the
contract formsy documentsy treatiess or aagreement 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 copcerning
participation contracts and agreements with insurers as ha
considers necessary to carry out the purposes of this acte

Section 8« Management and exclusive agency contracts.
{1) o legal services corporation may enter into an
exclusive agency or management contract unless the contract
is first filed with and approved by the commissioner.

{Z) The commissioner shall disapprove a contract
submitted under subsection (1} if he finds that:

(2} it subjects the corporation to excessive charges;

it} it axtends for an unreascnable period of time;
{c} it does not contain fair and adequate standards of
performance;
—g- HB 761
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HOUSE BILL NOe 761

INTRODUCED BY HARRINGTONs KIMBLEs RAMIREZ

A BILL FOR AN ACT ENTITLED: ™AN ACT TO PERMIT THE FORMATION
OF NONPROFIT CORPORATIONS 7O PROYIDE PREPAID LEGAL SERVICES

AND FO REGULATE THE ACTIVITIES OF SUCH CORPORATIONS.™

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

Section l« Short title. This act may be cited as "The
Prepaid Legal Services Act®.

Section 2. Purpose of_act. The purpose of this act is
to permit and encourage the formation of nonprofit prepaid
legal services plans in order to make Jlegal services more
available to the publice

Section 3. Definitions. The following definitions
apply in this act:

{1). "Attorney" means a3 person who is currently an
active member of the state bar of Montana.

{2} “Applicant®™ means a person applying for a2 contract
for onerformance of 1legal services through a corporation
organized or operating under this act.

{3) "Commissioner* means the commissioner of insurance
of th:2 state of Montanae.

{4) "Lontracting attorney™ means an attorney who has

entered into 3 contract with a legal service< corporation as
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provided in [section 91.

(5) “Legal services corporation® wmeans a nonprofit
corporation organized for the purposes of establishing and
operating a nonprofit plan or plans under which prepaid
legal services or reimbursement therefor is furnished to
memberss

{6) “Hember™ means a3 person entitled to the
performance of legal services under a contract with a legal
services corporation.

(7) *"Membership contract* means any agreementy
contracts or certificate by which a legal services
corporation describes the legal services to which its
members are entitleds

Section 4« Purposes of legal services corporations (1)
A Tegal services corporation may be organized for the
purposes of:

{a} westablishing and operating a voluntarys nonprofit
plan or ptans under which legal services or reimbursement
therefor is furnished to persons whe become members or
beneficiaries;

{b) acting as agent or intermediary for other tlegal
services corporationss for governmental bodies or agenciess
or for other corporationss associationss partnershipss or
individuals in the field of legal services; and

(¢} the promotion of social welfare through research

-Z- HB 761
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and through charitables educationals and related activities
to further the purposass of this acte.

(2} MNo profit organization may be a legal services
corporatione No groupy associations or organization created
for or engaged in business or activity for profite provision
for ths incorporation of which is made by any of the
corporation laws of this states wmay be organized or
operateds directly or indirectlys as a legal services
corporation under this acte

Section 5. Application of other lawse (1} A Tlegal
services corporation ris 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
acte

{2) A legal services corporation which complies with
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 insurerse

£3) _THiS ALY DOES NOT AFFECT ANY PLAN ESTABLISHED
UNDER THE "TAFT HARTLEY ACY OR MONYAMA COLLECTIVE _BARGAINING
LAWS _UNDER wHICH PHREPAID LEGAL SERVICES OR REIMBURSEMENTS
IHEREFOR ARE FURNESHEDS

Section 6« Application of Montana Administrative
Procedure Acte A1l final administrative actions or decisions

of the commissioner under this act are subject to judicial

-3~ HB 761
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review under and in accordance with the Montana
Administrative Procedure Acte

Section 7« Participation contracts —— agreements with
insurerse (L) A legal services corporation may contract with
other legal services corporations and insurers licensed to
do business in Montana for joint participation through
mutuvalization contract ogreements or guaranty treaties and
may otherwise cede or accept leqal services obligations from
such organizationse Prior to their effectivenesss the
contract formss documentss treatiess or agreement forms must
be filed with and approved by the commissioner as being in
accordance with the plan of operation of the corporationa

{2} The commissioner may issue such rules concerning
participation contracts and agreements with insurers as he
considers necessary to carry out the purposes of this act.

Section 8. Management and exclusive agency contracts.
{1) No 1legal services corporation may enter into an
exclusive agency or management contract unless the contract
is first filed with and approved by the commissionera

(2) The commissioner shall disapprove a contract
submitted under subsection (1) if he finds that:

{a) it sub]ects the corporation to excessive charges;

{p) it extends for an unreasonable period of time;

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

performance;

-4 HB 761
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(d) the persons empowered under the contract to wanage
the corporation are not sufficiently trustworthys competenty
and free from conflict of interest to give Treasonable
assurance that the interests of the corporation®'s
participants and creditors and the interests of the public
will Le 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 publice

Section 9« Agreeaments with contracting attorneys. A
legal services corporation may contract with attorneys in
such a manner as to assure to each participant holding a
membership contract of the corporation the furnishing of
such legal services by a contracting attorney as agreed upon
in the membership contracte. The corporation may limit in the
membership contract the types and extent of benefits and the
circumstsnces in which legal services will be;furnished.

Section 10« Corporation to have a sufficient number of
contracting attorneys. Before issuing any membership
contractss a legal services corporation shall have contracts
with a sufficient number of contracting attorneys to enable
it to fulfill its contractual obligations to its membersas As
long ss the corporation has obligations under membership
contractss it shall maintain contracts with a sufficient

number of contracting attorneyss Ten per cent of the
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currently active members of the state bar of Montana is
always sufficient. The commissioner wmay aillow a legal
services corporation to operate with less than 10% of the
active members of the state bar of Montana under contract if
the commissioner determines that the number of attorneys
under contract is sufficient under the circumstances.

Section 1lle. MNoninterference with attorney—-client
relationshipss (1) A legal services corporation may not
itself practice Yaw in any wsanner nor may it control or
attempt to control the relations between a wmember and the
wmember*s attorneys 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 may
never be employees of the corporation but shall always be
independent contractors maintaining direct attorney-client
relationships with the memberse.

{2} A legal services corporation must offer the same
contract terms to all attorneys who desire to bhecome
contracting attorneyse.

Section 12. Membership contractse A legal services
corporation shall issue a membership contract to each
applicant it accepts as a wember. A membership contract may
be on an individuals groups or franchise basis and may
provide for payments to help defray the costs of legal

services provided by noncomntracting attorneys.
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Section 13« Definition of enroliment representatives
{1) A person whos+ for compensations solicits membership in a
prepaid legal services plan offered by a legal services
corporation is an enroliment representative of that
corporatione

{2) For the purposes of this acty an enrolliment
representative does not include:

{a} an individual employed by enroliment
representatives for the performance of clericaly
stenographice and similar office duties;

{(b) an individual employed for taking applications for
coverage on a nonregular basis in the office of an
earollment representative;

{c) an individual who secures and forwards information
for an existing group contractor for the purpose of
enrolling individuals under an existing group contracte

Section l4. Licensing of enroliment representatives.
(1) =ach Jlegal services corporation shall notify the
commissioner through its proper officer or agent of the
names titTey and address of each person it desires appointed
as an enrollment representatives The notice shall be
accompanied by a written applications upon a form furnished
by the commissioners from the appointee.

{2) The commissioner shall issue an appointee a

license to act as an enrollment rvepresentative of the
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corporation ifs upon receipt of the written application
provided for in subsection (1) accompanied by the prooer
feey it appears that:

{2} the appointee is a competent and suitable person
who intends to hold himself out in good faith as the
corporation®s enrollment representatives and

(b) the appointee qualifies under the provisions of
this sectione

{3} If the commissioner considers it desirables he may
require an appointee to submit to an examination to
determine the qualifications of the appointee to act as an
enroliment representatives The examination shall inquire
into an applicant®s knowledge of the provisions of this act
and of the forms submitted and utilized by the employing
corporatione

(4) Upon receipt by the commissioner of notification
from a legal services corporation that the corporation
desires a particular individual to be appointed as its
enroliment representativey that person has a temporary
enrollment representative’s license until the commissioner
notifies the carporation of action taken upon the
applizatione If the commissinner rejects ¢the applications
the prospective appointee®*s eligibility to act as an
enrollment representative ceases on the day the corporation

is notified of a final rejections

-8- HB 761
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(5) The commissioner shall notify both the appointee
and the corporation in writing of any refusal +to qrant a
license« Ko application wmay be finally rejected without a
hearing or examinatione

Section 15« License renewal. Unless revoked by the
commissioner or unless the corporation by written
notification to the commissioner cancels the authority of an
enrcliment representative to act for its a license ¥ssued or
a renewal thereof expires on January 1 after its issuances A
license may be renewed annually upon payment of the annual
license renewal fee as provided in [section 21].

Section l6ée Suspension and revocation of license. (1)
The commissioner may suspend for not more 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 peen refused had it then existed and been known to the
commissioners

(b} obtaining or attempting to obtain a 1license
through misrepresentation or fraud;

(c}) wviolation of or noncompliance with applicable
provisions of this act or willful violation of any 1awful
rule ur order of the commissioner;

(d) misappropriation or conversion to his own use or

-9- HB 761

10

il

12

13

1%

15

16

17

13

i9

20

21

22

23

2%

25

HB 0761/02

illegal withholding of moneys or property belonging to the
legal services corporations its membersy beneficiariess or
others and received in the conduct of business under the
license;

(e} conviction of a felony involving moral turpitude;

(f} fraudulent or dishonest practices in the conduct
of his affairs under the license; or

(9} incompetences untrustworthinesss orf injury and
1oss to the public while acting under the license.

{2) No action may be taken under subsection {l) unless
a hearing has been granted the licensee with 20 days*
notices. The notice and the reasons for the commissioner®s
action shall be sent by certified mail to the licensee and
the corporatione

Section 17« Forms - filingy disapproval by
commissionerae {1} 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 usede When a form does not comply with the
regquirements of this acts the commissioner shall notify the
corporation in writing of that failure and include the
reasons for his oninions Unless the corporation requests a
hearing within 10 dayss notice by the commissioner disallows
use ot this form by the corporatione If the corporation

cnallenges the commissioner®s disallowance of a forme 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 requeste If the
commissioner findsy after the hearings that the form is net
in compliance with this acts he may disapprove the form and
issue 2 final order to that effect. Notice of disapproval,
including the grounds for disapprovaly shall be presented to
the corporation within 30 days after the hearinge. The final
order is effective 30 days after presentation of the notice
of disapprovale

{2) A corporation whose forms have been ordered
discontinued by the commissioner may appeals within 15 days
after an orders to a district court of this states The
courte upon filing of the proper petitions shall cause the
forms and orders of the commissioner to be brought before
its and upon hearing the casey the court shall either affirm
or reverse and vacate the order of the commissionere

{3) The court may suspend or stay a final order of the

commissioner under this section pending trial of the issues

‘or an appeal.

Section 18. Financial securitys {(l} The cerporation
shall maintain at all times unobligated funds adequate to:

{a) meet its oblijations under membership contracts;
and

(b} meet all costs and expenses.
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{2} 1In additions reserves of a leqgal services
corporation in cashs certificates of deposits obligations
issued or quaranteed by the government of the United Statesy
or other assets approved by the commissioner shall be
maintained in an amount not less than the lesser of:

{a) $500+000; or

{b) an amount equal to 1 month's average income from
dues or fees paid to the corporation by its members or
beneficiariess

{3) The determination of minimum reserves is subjects
as to amounts payable to contracting attorneyse to any right
of the corporation to prorate amounts under the terms of its
contracts with contracting attorneys. The commissioner may
decrease or suspend the requirements of this section if he
finds that the action is in the best interest of the members
of the corporations

Section 19« Annual reporte tach legal services
corporation shall wmake and file annually with t?e
commissionery on or before March 1ls a report under oath
setting forth:

{1) the noame 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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(%) 3 brief statement of the character of the affairs
which the corporation is actually conducting;

{%) the amount of 211 dues or fees coliected from its
members in the last fiscal years the amounts actually paid
during thag year for tegal services for the benefit of its
sembers or beneficiariess and the amounts placed in
reserves;

(6} a balance sheet and statement of income and
expenditures for the most recent fiscal year of the
corporations prepared and verified by two officers of the
corporation and certified by a certified public accountant;

{7} a statement of any cther facts or information
concerning the financial affairs of the legal services
corporation which wmay be reasonably required by the
commissionere

Section 20 Examination of a leqal services
corporations (1) If the commissioner believes a legal
service?s corporation is unabie or potentially unable to
fulfill its contractual obligations to its memberse the
commissioner may conduct an examination of that corporations

{2) Each officery employeey or agent of a legal
services corporation examined shall oproduce and make
available to the commissioner or his examiners the accountss
recordss documentss filess informations assetss and matters

in ni» possession or control relating to the subject of the
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examinatione

{3) The commissioner or his examiner shall make a
verified resort of the examination.

{4) The report shall comprise only facts appearing
fromn the DooksSy paperss recordss and documents of the
corporation examined; facts ascertained from the testimonys
under oathe of individuals concerning its affairs; and
conclusions and recommendations as warranted by those factse

{5) 7The commissioner 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 hearinges in writings within the 20-day periods
the commissioner shall grant one with respect to the report
and snall not file the report until after the hearing and
after modificationse if anys the commissioner considers
prooer.

section 21. Feess (1) £ach legal services corporation
shall opay the following fees to the commissioner for
enforcement of the provisions of this act:

(a) enroliment representative®s license:

(i} application for an original license includinag
examination and issuance of liCeNSCessecssecrsccansnansadll;

(ii) annual renewadlecescacsascncsssssencscscsnnsasnnd 5;

{b} Filing any nther staiement Or rEPOrtececeszessd 1;

[c} fnr a certifiad copy of any document or other
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paper filed in the office of the commiSSiONEreesassessccsses
"secscscscctessesscasssassrnssnessscsnssssssS0 cents a page;

{d} for the certificate and for affixing the seal
theretCecescecansscscncnvsncccsnncccsnsarcsssccscrsncasncsald 1}

(e} filing of a membership ConNtracttececanccsassessasll;

(f) filing of a membership contract packageeesesee$25;

{2} filting the annual repoftecesssscscansesses2l cents
for each individual or family unit the corporation covered
at the close of the vyear to which the annual report is
applicables with a minimum of $100.

{2) The commissioner shall deposit with the state
treasurer to the <credit of the general fund all fees
received by him under this sectione

Section 22« Premium tax exemption. A legal services
corporation is exempt from all premium taxese.

Section 23e. Grievance procedure —— complaints against
the corporation. A member of a legal services corporation
who believes himself to be aggrieved by any act or omission
of the corporation or its officersy directorsy or employees
may file:- a statement in writing of his grievance in the
office of the commissionery and the commissioner nay
investigate the grievances No investigation by the
commissioner may act as 2 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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Scction 24 Grievance procedures —— complaints against
attorneyse. The commissioner shall refer any complaints
received by him concerning the conduct of contracting
attorneys to the commission on practice of the Montana
suprese Courte

Section 25. Malpractice insurance. Contracting
attorneys shall maintain such malpractice insurance as the
corporation considers propere The commissioner may establish
a rule setting a minimun amount of malpractice coverage to
be maintained by each contracting attorneya.

Section 26a Nonliability for attorney's maipractices A
legal services corporation and its officers and directors
are not liable for damages resulting from neglecty
misfeasances wmalfeasances or malpractice on the part of any
contracting attorneye

Section 27. Trade practices prohibitedse In order to
regulate trade practices of legal services corporations the
following prohibitions are imposed:

(1) No person may makes issuey circulates or cause to
be mades issuedy or circulated any estimates circulars or
statenent misrepresenting the terms of any legal services
corporation wmembership contract issued or to be issued or
the benefits or advantages promised thereby.

{2) No person nay makey publishe disseminatey

circulates or place before the public or causes directly or
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indirzctlyy to be mades publisheds disseminatedsy circulateds
or placed before the publics in 3@ newspapers magazines or
other oublication; in the form of a notices circulare
pamphlety letters or poster; over any radioc or television
station; or in any other ways an advertisement,
announcements or statement containing any representation
with respect to the business of @ legal services corporation
wnich is false or misleadinge

{3} No person may make or issue or cause to be made or
issued any written or oral statement misrepresenting or
making incomplete comparisons as to the termss conditionss
or benefits contained in any 1leqal services corporation
membership contract tending to induce 2 member to cancel or
convert any wmembership contracte

(4) No person may file with any public official; makey
publishe disseminates circulates or deliver to any person;
place before the public; or causes directly or indirectly,
to pe madee publishedes disseminateds circulatedy delivered
to any persomy or placed before the public any false or
misleading statement concerning the financial condition of a
legal services corporation with intent to deceives

{(5) MNo person may make any false entry in any books
reports or Sstatement of any legal services corporation with
intent tc deceive any agent or examiner lawfully apoointed

to examine its condition or any of its affairs or any public
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official to whom the legal services corporation is required
by Taw to report or who has authority by law to examine its
condition or any of its affairse No person mays with like
intenty willfully omit to make a true entry of any material
fact pertaining to the business of the legal services
corporation in any books reports or statement of the legal
services cerparatione

(6} HNo person may makes publishy disseminates or
circulates directly or indirectlyy orf aids abets or
encourage the makinge publishings disseminatings or
circulating of any oral or written statement or any
pamphlety circulare articles 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 enqgage in the business of operating
a Yegal services corporations

{7) No person may enter into an agreement to commit
ory Dby any concerted actions commit any act of boycotts
coerciony or intimidation resulting in or tending to result
in unreasonable restraint of the operation of legal services
corporationse

{e) 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 amount of dues or rates charged for any membership
contracts the benefits payable thereundery any of the terms
and conditions of the contracts or any other sattere
Howevers a legal services corporation says within the
discretion of its board of directorssy limit or define the
classes of persons who are eligible to become members, limit
and define the benefits which it will Ffurnishe and define
such benefits as it undertakes to furnish into classes or
kinds. A legal services corporation may wmake available to
its members legal services or reimbursement therefor as the
board of directors of that corporation may approves

Section 28« Certain exclusionse (1) Nothing contained
in [section 27{8)] includes within the definition of
discrimination any of the following 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 made retroactive onlty for that contract year;

(b) in the case of membership contracts issued on the
preauthorized bank draft or similar planss making allowance
to menbers in an amount which fairly represents the saving
in collection expense;

{c) reduction of the rate of payment for group
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contracts covering a large number of members not exceeding
savings in administrative expenses reasonably attributable
to these contracts as compared with contracts offering
similar benefits to smaller numbers of members;

{d) issuing individual membership contracts on 2
"salary savings®™ or payrcll deduction plan reasonably
commensurate with the savings wmade by use of such plane

{2) Nothing in this act gives the commissioner power
to fix and determine a rate level by classification or
otherwise.

Section 29. Notice of violation — conference. If the
commissioner for any reason has cause to believe that a
violation of this act has occurred or is threateneds the
commissioner may 4give written notice to the legal services
corporation and to the representatives or other persons who
appear to be involved in thz suspected violation to arrange
a coaference with the alleqged violators or their authorized
representative for the purpose of attempting to ascertain
the facts relating to the suspected violation ands in the
event it appears that a violation has occurred or is
threateneds to arrive at an adequate and effective means of
correcting or preventing the violation.

Section 30. Cease and desist order -— hearinge (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 from engaging in any act or practice in violation of
the provisions of this acte

{2) HWithin 15 days after service of the ordery the
resoondant may request a hearing on the question of whether
acts or practices in violation of this act have occurrede.
The hearing shall be conducted under the Montana
Administrative Procedure Acta

Section 3le Injunctive relief. If there has been a
violation of the provisions of this act and the commissioner
elects not to issue a cease and desist order or if there is
noncoapliance with a cease and desist order issued under
this acts the commissioner may institute a proceeding to
obtain injunctive reliefs receiverships 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 locatede Any
proceading under this section shall conform to the
requirements of chapters 42 and 44 of Title 93y except that
the commissioner is not required to allege facts tending to
show the lack of an adequate remedy at law or tending to
show irreparable damage or 1osse

Section 32. Dissolution. A dissolution or liquidation
of a legal services corporation shall be under the

supervision of the commissionery and members® claims shall
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be given priority over all other claims except cost of
liquidationa

Section 33. Method of dissolution. A legal services
corporation may be dissolved at any time by a vote of its
board of directors after such action has been approved by
the commissioner. In the case of voluntary dissolution,
the disposition of the affairs of the corporation shall be
made by the officerss and when the 1liquidation has been
completed and a final statement has been filed with and
approved by the commissionere the provisions for voluntary
dissolution under the Montana Nonprofit Corporation Act
shall be followed to dissolve the corporations In all other
cases in which a legal services corporation is found to be
insolvent or to have violated the provisions of this acty
on a determination of that condition and after due notice
and hearings the affairs of the corporation shall be
disposed of by a liquidator appointed by and wunder the
supervision of the commissionere.

-£nd-
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