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INTRODUCED /~ BILL NO ~~Q dY ___ ,q ~ • ~-

compensation of such employees. 

2 C2) The priorities pf distribution _in a Jjqujdatioa 

3 3 uroceedjn~ shall be in the follpwjn~ order: 

4 A BILL FOR AN ACT ENTITLED: •AN ACT TO CLARIFY THE ORDER OF 4 131-~~0f administration; 

5 PRIORITIES FuR THE Dl~TRIBUTIJN OF THE ASSETS OF liQUIDATED 5 !bl compensatLQn___Qf__ employees .a.s..___g_r ov i de d j n 

b INSURANCE COMPANIES AND GIVING THE RECEIVER ~ARLIER A·~CESS b subsect.iw:J.JJ.ll 

7 TO THE USE OF ASSETS OF INSOLVENT INSURANCE COHPA~IES; 

8 A~ENDING SECTIO~ 40-5127, RoCoH• 1947.• 

7 lei claimS fot t . axes and dgtitS du - . . 
state or Jo~ e t:he federal or ill¥. 

goyeroment whjch are secyred by liens 8 

9 9 ~~~__QLjor to ~ com.eocement of deljoguency 

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 1Cl proceedings; 

ll Section 1. Section 40-5127, R.C.M. 1947, is amended to ll !dl cldjms by policyholders• ~ficjarjes, _gnJ 

12 r2ad as follows: 12 insureds arising frqm and within the Coyerage·of and ngt _in 

13 a40-5127. Priority of claims for compensation. 13 gxcess of the applicable limjts of insurance pQlicjes ~ 

14 (1) Compensation actually owing to employees other than 14 insurance con~ issued by the company and liabjl ity 

15 officars of an insu~er, for service5 rendered withi~ thr@e 2 15 ~Lms agajnst_Losurers whi~~~wjthjn the coverage 

16 months prior to the commencement of a proceeding against the lb ~f and n2t_~ess of tne applicable llmi~L_insyrance 

17 insurer under this chapter, but not exceeding ~+Y~-ftaftrl~ 17 pollcles and inSurance contracts j~d by the company. as 

16 do++er~-tS5JOt for each employee, shall be paid prior to the 18 we]] as c]ajms presented by the Montana jnsyrance guaranty 

19 payment of any other deot or claim, and in the discretion of 19 assocjatjon. 1~~nt9~life and gua~~spcjatjon, -2r 

2Cl the commissioner may be paid as soon as practicable cfter 20 gfiX-~mild£_ 0 rgaojzation jn another st~~epresents 

21 the ~roceecing has Oaen :o~menced; exc~pt th3t at all ~imes 21 s;;overod cLll.m~ defjn>d in ~IJl2.UL-PL--kQ!ltractual 

22 the commissioner shall reserve such funds as will in his 22 QbliQation~s defined jn 40 lB05; 

23 opinion be sufficient for the expenses of administration. 23 ~l--2.tl!lli-~il§_includin;.; subpgQtjon cl.li»s of 

24 trt Such priority shall be in lieu of any other similar 24 2~illiY.Lill.~ n 

25 priority which may be authorized by law as to wag~s or 25 Section 2. There is a new R.C.M. section numbered 
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40-5134 that reads as follows: 

40-5134. Proposal for disbursement. ( 1) Within 12J 

days of a final determination of insolvency of a company by 

a court ot competent jurisdiction, the receiver shall •ake 

application to tha court for approval of a proposal to 

disburse assets out of such company's marshaled assets, from 

time to ti•e as such assets beco•e available, to the Hontana 

insurance guaranty association, th~ Hontana life and health 

guaranty association or to any entity or person performing a 

similar function in another state. Such associations are 

herein referred to as the associations. 

(2) Such proposal shall at least include provisions 

for: 

(a) reserving amounts for the payment of expenses of 

administration and the payment of claims of secured 

creditors to the extent of the value of the security held 

and clai•s falling within the priorities established in 

subsections (2)(a)o (2)(b)o (2)(C)• and (2)(d) of 4J-51~7; 

(b) disbursement of the assets marshaled to date and 

subsequent disburse.ents of assets as they ~ecome available; 

(c) equitable allocation of disoursements to each of 

the associations entitled thereto; 

(d) the securing by the receiver from each of the 

associat.Jns entitled to disbursements pursuant to this 

section of an agreement to return to the receiver, without 
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as may be 

and claims 

falling within the priorities established in subsections 

(2)(a)o {2) (b)o (2)(c)o and (2)(d) of 40-5127 in accordance 

with such priorities. No bond may be required of any such 

association. 

(e) a full report to be made by the association to the 

receiver accounting for all assets so disbursed to the 

association, all disbursements made therefro•• any inter~st 

earned by the association on such assets. 

matter as the court may direct. 

( 3) The receiver•s proposal shall 

and any :>ther 

provide for 

disburse•ents to the associations in amounts estimated to be 

at least equal to the claim pay.ants made or to be made 

thereby for which such associations could assert a claim 

against the receiver and shall further provide that if the 

assets available for disbursement fro• time to time do not 

eq~al or exceed the a.aunt of such clai• payments made or to 

be ~ade by the associations. then disbursements shall be in 

the amount of available assets. 

(4) The receiver's proposal shall, with respect tc an 

insolvent insurer writing life or health insurance or 

annuities, provide for disoursements of assets to the 

Montana life and health guaranty association or to any other 

entity or organization reinsuring, assu•ing• or guaranteeing 

-4-
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policies or contracts of insurance under the provisions of 

2 the Kontana life and health guaranty association act. 

3 (5} Notice of such application shall be given to th~ 

4 associations in and to the commissioners of insurance of 

5 each of the states. Any such notice is considered to have 

b been given when deposited in the United States mailt 

7 certified ana first-class postage prepaid, at least 30 days 

8 prior to submission of su:h application to the court. A:tio>"' 

9 on the application may ~e taken by the court provided the 

10 above-required notice has been given and provided further 

ll that the receiver's proposal coaplies with subsection (2}(a) 

12 and (Z){d)o 

-End-

-5-



\ 

45th Legislature lC 1060{01 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

lB 

19 

20 

21 

22 

23 

24 

25 

INTROOULEO BY 

BILL k 
~-4~ 

Approved by Committee 
on Business and Industry 

NO.~ 

A BILL FOR AN ALT ENTITLED: •AN ALl TO LLARIFY THE ORDER Of 

PRIORITIES FUR THE DISTRIBUTIJN OF THE ASSETS OF LIQUIDATED 

INSURANLE COMPANIES AND GIVING THE RECEIVER EARLIER ACLESS 

TO THE USE OF ASSETS OF INSOLVENT INSURANLE LOHPA~IES; 

AMENDING SECTION 40-5127t R.L.M. 1947.• 

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

Section 1. Section 40-5127, R.c.M. 1947, is aaended to 

raad as follows: 

•40-5127. Priority of clai•s for co111pensati on. 

(lJ Lompensation actually owing to e111ployees other than 

officers of an insurer, for services rendered within ~hree ~ 

~onths prior to the co.-encement of a proceeding against the 

insurer -under this chapter~ but not exceeding r~ve-ftUndred 

do++er~-f$5D0t for aach Employee, shall be paid prior to the 

payment of any other deot or claim, and in the discretion of 

the commissioner may be paid as soon as practicable after 

the ~roceecing has baen co~menced; except that at all cimes 

the commissioner shall reserve such funds as will in his 

opinion be sufficient for the expenses of administration. 

frt Such priority shall be in lieu of any other similar 

priority which may be authorized by law as to wages or 
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compensation of such employees. 

CZJ The priorjties pf disXrjbYtjoo _in a ljguidatjgo 

~roceedjng shall be jo tbe following order: 

fal exp~of administration; 

Cbl cpmgensation __Qf__ eaplgyees ~ prpyidgd jo 

subsection {1}; 

raxe§ and deMt · d - - . (cJ ~claimS fa~~ ~ c~~+ s ye the federal or ~nv 

~e or local ~ ggyernment whjch ace secyred by ljens 

perfeCted grior to the coaaencement of deljDqUency 

proceed jogs: 

Ll:ll____cl_aiJg£~ ~ _t>y oolicYbol den>• benefjciaries. ~ 

jnsUreds arising from and witHiri the Cgyera~e·gr and not jn 

excess of tile aopl icable 1 jmjts of insurance policies and 

I nslirance contracts j ssyed by the co111p<1ny and li abO jty 

claims are within tbe coygrage 

~f_ aod n~t jn excess oft~ applicable limjts o[_insuraoce 

oolicie$ and insura~ce Contracts issued by the cgmpany. ~s 

well as clajms presented by the Montana jnsurance guaranty 

association. ~ntana ljfe and guaranty associatjoo, _QL 

any sjailar orgaoizatiQn_£n_gnother st~~epresents 

covered cLaim~ defio~d io 40-5705!3l__or contractual 

2oljgatfons as defjoed in~~ 

Lel__all other clajms jocludio~ subrogatigo c!ajgs gf 

2tlli:L._i~liDtl:.h" 

Section 2. There is a new R.C.M. section numbered 

-2- 513 ~ot'f' 
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40-5134 that reads as follows: 

40-5134. Proposal for disbursement. (1) Within 120 

days of a final deter•ination of insolvency of a coapany by 

a court of competent jurisdiction, the receiver shall mak~ 

application to the court for approval of a proposal to 

disburse assets out of such company's marshaled assets. from 

ti~e to ti•e as such assets become available, to the Hoatana 

insurance 'Juaranty association, tha Montana life and health 

guaranty association or to any entity or person performing a 

similar function in another state. Such associations are 

herein referred to as the associations. 

(2) Such proposal shall at least include provisions 

for: 

(a) reserving amounts for the pay•ent of expenses of 

administration and the pay~~~ent of 

creditors to the extent ot the value of 

clajms of secured 

the security held 

and claims falling within the priorities established in 

subsections (Z)(a), (2)(b)• (2)(c), and (2)(d) af 4J-5127; 

(b) disbursement of the assets marshaled to date and 

subsequent disbursements of assets as they ~ecome availaole; 

(c) equitable allocation of disoursements ta each of 

the associations entitled thereto; 

(d) the securing by the receiver from each of the 

associations entitled to disbursements pu~suant to this 

section of an agreement to return to the receiver, without 
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interest, such assets previously disbursed as may be 

required to pay claims of secured creditors and claims 

falling within the priorities established in subsections 

(2)(a), 12)(b)• (2)(c)o and 12J(d) of 40-5127 in accordance 

with such priorities. No bond may be required of any such 

association. 

lei a full report to be made by the association to the 

receiver accounting far all assets so disbursad to the 

association, all disbursements mad~ therefro•• any intarest 

earned by the association on such assetso and any other 

matter as the court may di~ect. 

(3) The receiver•s proposal shall provide for 

disbursements to the associations in amounts estimated to be 

at least equal to the claim payments made or to be made 

thereby for which such associations could assert a claim 

against the receiver and shall further provida that if the 

assets available for disbursement fro• tiee to time do not 

equal or exceed the amount of such claim payments made ar to 

be made by the associations, then disbursements shall be in 

the amount of available assets. 

14) The receiver's proposal shall, with respect tc an 

insolvent insurer writing 1 ife or health insurance or 

annuities• provide for disbursements of assets to th~ 

Montana life and health ]Uaranty associ~tion or to any ather 

entity or organization ~einsuring, assuming. or guaranteeing 

-4-
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policies o~ cont~acts of insu~ance unde~ the provisions of 

z the Montana life and health gua~anty association act. 

3 (5} Notice of such application shall be yiven to th~ 

4 associations in and to the co .. issioners of insurance of 

5 each of the states. Any such notice is conside~ed to have 

6 been given when deposited in the United States mail• 

7 ce~tified and first-class postage prepaid• at le3st 30 days 

8 p~io~ to suomission of su=h application to the cou~t. A=tion 

9 on the application may oe taken by the court p~ovided the 

10 above-required notice has been given and p~ovided fu~ther 

11 that the receive~•s proposal coaplies with subsection (2)(a) 

12 and (2)(d)· 

-End-

-5-
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2 INTRODUCED 3Y 

k 61Ll 

;._t,u~ 
NO.~ 

~v-y--

3 

4 A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE ORDER OF 

5 PRIORITIES FOR THE DISTRIBUTION OF THE ASSETS OF LIQUIDATED 

b INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER ACCESS 

7 TO THE USE OF ASSETS OF INSOLVENT INSURANCE COHPA~IES; 

B AMENDING SECTION 40-5127, RoCoMo 1947." 

9 

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

11 Section 1. Section 40-5127, R.c.M. 1947, is aeended to 

12 read as follows: 

13 •40-5121. Priority of claims for coapensat.i on. 

14 (1) Compensation actually owing to employees other than 

15 officers of an insurer, for services rendered within ~hree ~ 

1b months prior to the co .. encement of a proceeding against the 

17 insurGr under this chapter, but not exceeding •~ye-ft6nd~ 

18 dc~~er~-tS5JOt for each employee, shall be paid prior to the 

19 payment of any other dent or clai•• and in the discretion of 

20 the commissioner may be paid as soon as practicable after 

21 the proceeding has been ~ommenced; except that at all ~imes 

22 the commissioner shall reserve such funds as will in his 

23 opinion be sufficient for the expenses of administration. 

24 t~t Such priority shall be in lieu of any other si~ilar 

25 priority which may be authorized by law as to wages or 
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compensation of such employees. 

!21 The_orio·rities: of distribution in a liquidatlwl 

~roceedjng shall be jn the fpllowjng ~~ 

fa) ex~~pf admjn~tratioo; 

!bl cpmpensatjon __gL__ e~Joyees ~~ded _in 

.:il.lbSectjoo ClJ; 

Ccl ·cJa{m$ "f' . ;Qt' taxes pnd rtgtits. . _ . ~+ 3+ due t:he federal or 

~e or local · . . a.nx goyernment whj Ch _ -are secured by liens 

perfected orLg( .to the co.meoceaeot of deljngyencx 

prgceedings;. 

(dl cl3jms by. j;>ol icyholderss beneficiaries. ~ 

insUreds arising frqw and witUjR.Jbe COVe(age:of and ppt in 

excess gf the ap!lll:cablg :limrts: qf insurance ·poliC:tes ilnd 

i nstirance .., contracts . ~ ISSUf;d b . 

claims agajrtst _ Y the cg,.paoy msutets whjr.Jl - and JjabU >+w 
.claoms arE! . _ w Wlth!D th e cgyerage 

.of and not jn gxcess of the applicable llmjts gf Insurance 

pglicres and jn$yradce contracts issued by thg crl•pany. ~~ 

well as clajms presented by the Montana jnsucance guaranty 

~ssociatign. tbe HgQtana ljfe and guaranty association. -2£ 

any sjmilar organization jn another~~~epresents 

cpvered claim~ defjn~d in 40=5705(3l-_qc_ contractual 

2~li~atjons as defjned jn 4Q-~ 

ilL_lll gtner claims inclugin\,1 sybrg~atjon clJiO!S of 

Jl~~YL.s:L.:a• 

Section z. There is a new R.C.M. section nu•bered 

-2- :5!3 aL~y 
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40-5134 that reads as follows: 

40-5134. Proposal for disbursement. (1) Within 120 

days of a final deter•inatlon of insolvency of a co•pany by 

a court of co•petent jurisdiction. the receiver shall .ake 

application to the court for approval of a proposal to 

disburse assets out of such company•s •arshaled assetso from 

ti•e to tiae as such assets become available. to the Montana 

insurance guaranty association. th? Montana lite and health 

guaranty association or to any entity or person perfor•ing a 

similar function in another state. Such associations are 

herein referred to as the associations. 

(2) Such proposal shall at least include provisions 

for: 

(a) reserving amounts for the pay•ent of expenses of 

adainistration and the payment of claims of secured 

creditors to the extent of the value of the security held 

and clai•s falling within the priorities established in 

subsections (2}(a)• (2)(b)o (Z)(c)o and (2)(d) of 4l-51~7; 

(b) disbursement of the assets marshaled to date and 

subsequent disbursements of assets as they ilecome available; 

(c) equitable allocation of disoursements to each of 

the associations entitled thereto; 

(d) the securing ny the receiver from each of the 

associations entitled to disbursements pursuant to this 

section of an agreement to return to the receiver 0 without 

-3-
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interest. such assets previously disbursed as may be 

required to pay claims of secured creditors an1 claims 

falling within the priorities established in subsections 

{2)(a)o (2)(b)o (Z)(c)o and (2)(d) of 40-5127 in accordance 

with such priorities. No bond may be required of any such 

association. 

(e) a full report to be made by the association to the 

receiver accounting for all assets so disbursed to the 

associationo all disburseaents made therefroao any interest 

earned by the association on such assetso and any ~ther 

matter as the court aay direct. 

(3) The receiver•s proposal shall provide for 

disbursements to the associations in amounts estimated to be 

at least equal to the claim payments aade or to be made 

thereby for which such associations could assert a claim 

against the receiver and shall further provide that if the 

assets available for disburseaent froa ti.e to time do not 

equal or exceed the amount of such claim payments made or to 

be made by the associations, then disbursements shall be in 

the amount of avarlable,assets. 

(4) The receiver•s proposal shallo with respect to an 

insolvent insureT writing JifP or health insurance or 

annuities, provide for disbursements of assets to the 

Montana life and health guaranty associ~tion or to any other 

entity or organization reinsuring, assumingo or guaranteeing 

-4-
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1 pol icles or contracts of insurance under the provisions of 

z the Montana life and health guaranty association act. 

j (5) Notice of such application shall be given to the 

4 associations in and to the commissioners of insurance of 

5 each of the states. Any such notice is considered to have 

b been given when deposited in the United Stat~s mail, 

7 certifi~d and first-class postage prepaid, at least 30 days 

a prior to suomission of su~h application to the court. A=tion 

9 on the application •ay be taken by the court provided the 

10 above-required notice has been given and provided further 

11 that the receiver•s proposal complies with subsection (2)(a) 

12 and (Z)(d)• 

-End-

-5-
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SENATE Bill NO. 229 

INTRODUCED BY HAZELBAKER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO CLARIFY THE ORDER OF 

PRIORITIES FOR THE DISTRIBUTION OF THE ASSETS OF liQUlDATEO 

INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER ACCESS 

TO TH~ USE OF ASSETS OF INSOLVENT INSURANCE COMPANIES; 

A"ENDING SECTION 40-5127, RoCoMo 1947.• 

BE IT ENACTED 1:\V THE lEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section ltD-5127o R.C.M. 1947o is amended to 

read 3S follows: 

•40-5127. P~iority of clal•s to~ coMpensation. 11) 

Compensation actually owing to employees othe~ than office~s 

~f an insurero for se~vices rende~ed within ~hree J months 

prior to the comaencement of a proceeding against the 

insu~~~ unde~ this chapter, but not exceeding ~--hHftdred 

de++e~-ti500t fo~ each employee, shall be paid prior to the 

pay~nt of any othe~ debt or claim, and in the discretion of 

the coamissioner aay be paid as soon as practicable after 

tne proceeding has been commenced; except that at all ti•es 

the commissioner shall reserve such funds as will in his 

opinion be sufficient fo~ thP. expenses of administration. 

tit Such prio~ity shall be in lieu of any other similar 

priority which may be authorized by law as to wages or 
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compensation of such employees. 

ill The priorities__gf__djstribution in a liquidation 

~rgceedjng shall be jn tba_tollowjog order: 

Lal expenses of administr~ 

Lbl cpwpensatipn of e•ployees as provided _in 

~ybsectjoo fl); 

tel claj•s for taxes and dgbts dye the federal pr any 

~ta~e or local goyern•ent wbjcb are secured by ljens 

perfected prior _tQ___tbe coaaencewent of delinQuency 

proceedjogsa 

~lai•s by voljcyhpJders. bepeticiarjes. and 

i~UL~s arisjn~ fro• and within the cgyerage pf and not jn 

excess of the appljcable li•itS of jnsurance ~oljcies and 

josurance contracts i$Jued by the co•pany OQd Jjabjljty 

clajms agajost jnsyrers wbjch clajws are wjthjn the coverage 

~d not jn excess of the apgljcable li•its of jnsurance 

~~ie~ and insurance contracts issued by the co~any. as 

~as clajms presented by the Montana insurance guaranty 

a~iatLPDL--tbe Mpotana life and guaranty asspcjationo or 

an¥-SUiilar organjzation jo angther state wbjch represents 

c~~~•s as de~ in 4Q-5705(3t or cootractyal 

~~ions as ~Qed_in iQ-5805; 

tel--all pther cLaims jncludjog subrpgatipn clajm~_pf 

2tbeL insurers.• 

Section 2. There is a new R.t.M. section nu•bered 

-l- 58 22'1 
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"to-~13"t that reads as tollows: 

"t0-5l3"to Proposal for disbursement. (1) Within 120 

days of a final determination of insolvency of a company by 

a court of competent jurisdiction, the receiver shall make 

application to the court for approval of a proposal to 

disburse assets out of such co~pany•s ~arshaled assets, from 

ti•e to time as such assets become available, to the Montana 

insurance guaranty association. the Montana life and health 

guaranty association or to any entity or person performing a 

si•ilar function in another state. Such associations are 

herein referred to as the associations. 

(2) Such proposal shall at least include provisions 

for: 

{a) reserving amounts for the pay.ent of expenses of 

administration and the pay.ent of claims of secured 

creditors to the extent of the value of the security held 

and claims falling within the priorities established in 

subsections f2)(a), (Z)(b)o (2)(c)o and (2)(d) of "tD-5127; 

(b) disburse•ent of the assets •arshaled to date and 

subsequent disbursements of assets as they oecome available; 

(c) equitable allocation of disbursements to each of 

the associations entitled thereto; 

(d) the securing by the receiver from each of the 

associations entitled to disbursements pursuant to this 

section of an agreement to return to the receiver, without 

-3- S!l 229 
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interest, such assets previously disbursed as may be 

r~quired to pay clai~s of secured creditors and claims 

falling within the priorities established in subsections 

(Z)(a)t (2)(t)• (2)(c), and (2)(d) of "tQ-5121 in accordance 

with such priorities. No bond may be required of any such 

assoc;ation. 

(€) a full report to be made by the association to the 

receiver accounting for all assets so disbursed to the 

association, all disburse•ents made therefrom, any interest 

earne~ by the association on such assets, and any other 

•atter as the court •ay direct. 

(3) The recelver•s proposal shall provide for 

disburse•ents to the associations in amount~ esti•ated to be 

at least equal to the claiM payments Made or to be ~ade 

thereby for which such associations could assert a clai• 

against the receiver and shall further provide that if the 

assets available for disbursement fro• time to tiMe do not 

equal or exceed the amount of such clai• ~ayments ~ade or to 

be made by the associations. then disbursements shall be in 

the amount of available assets. 

('t) The receiver•s proposal shallo with respect to an 

insolvent insurer writing life or health insurance or 

aonuitieso provide for disburse•ents of assets to the 

~ontana life and health quaranty association or to any other 

entity or organization reinsuring. assu•ing, or guaranteeing 
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1 policies or contracts of insurance under the provisions of 

2 the Montana life and health guaranty association act. 

3 (~) Notice of such application shall be given to the 

4 associations in and to the co .. issioners of insurance of 

, each ot tne states. Any such notice is considered to have 

b been given when deposited in the United States mail, 

1 certified and first-class postage prepaid, at least 30 days 

~ prior to submission of such application to the court. Action 

9 on the application May be taken by the court provided the 

10 above-required notice has been given and provided further 

11 that the receiver•s proposal co•plies with subsection (2t(a) 

12 and (Z){o). 

-End-
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