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A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND 

40-3809t R.C.Mo 1947o TO PROVIDE FOR AN 8% A YEAR RATE OF 

INTEREST ON ADVANCES MADE ON LIFE INSURANCE POLICIES ISSUED 

AFTER JUNE 30t 1977.• 

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

Section 1. Section 40-3809, R.C.M. 1947, is a•ended to 

read as follows: 

•40-3809. Policy loan. There shall be a provision that 

after ~hree--t3t full years• premiu•s have been paid and 

after the policy has a cash surrender value and while no 

premium is in default beyond the grace period for payment, 

the insurer will advance, on proper assignment or pledge of 

th~ policy and on the sole security thereof, 8~-a-~pee~~ 

rft~e-a~-+~~re~~-not-exeee~tn9-sfx-p~-eent-to•t-per--annamy 

an amount equal to oro at the option of the party entitled 

thereto, less than the loan value of the pol icy. Tbe rate of 

interest that •ay be charged_g~vances for poljcjes jssued 

prj gr to July It I9I1s 11ay (Wj;__wu;eed b% a year. The rate of 

interest tha~-M~Y be cba~n_a4~~ for poliCies js~ 

after June 30o 1977o mav not exceed 6% a~ The loan 

value of the pol icy shall be at least equal to the cash 
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surrender value at the end of the then current policy year, 

provided that the insurer may deducto either from such loan 

value or from th€ proceeds of the loano any existing 

indebtedness not already deducted in determining such cash 

surrender value including any interest then accrued but not 

duet any unpaid balance of the premium for the current 

policy year, and interest on the loan to the end of the 

current policy year. The policy •ay also provide that if 

interest on any indebtedness is not paid when due it shall 

then be added to the existing indebtedness and shall bear 

interest at the ~ame rate £Aistlng at ~_Lime the 

indebtedness ~created, and that if and when the total 

indebtedness on the policy, including interest due or 

accrued, equals or exceeds the amount of the loan value 

thereof, then the policy shall terminate and become void• 

The policy shall reserve to the insurer the right to defer 

the granting of a loan, other than for the payment of any 

premium to the insurer, for ~?x-f6t months after application 

therefor. The policy, at the insurer•s option, may provide 

for automatic premiua loan, subject to an election of the 

party entitled to elect. 

This section shall not apply to term polici9S nor to 

term insurance benefits provided by rider or supplemental 

po 1 icy provisions. or to industrial 1 i fe insurance 

policies." 
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