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AA@_ BILL No. #27

/EAVJA&/

INTRDDUCED 8Y

A BILL FOR AN ACT ENTITLED: “AN ACT 70 CLARIFY THE GRDER OF
PRIORITIES FOR THE DISTRIBUTION OF THE ASSETS OF LIQUIDATED

INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER AZCESS
TO0 FTHE USE OF ASSETS OF INSOLVENT JTNSURANCE L(OMPANIES;

AMENDING SECTION 40-51274y ReleMe 1947."

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

Section le Section 40-5127e ReCaMe 1947y is amended to
read as follows:

m40-512Te Priority of claims for compensation.
(1) Compensation actually owing to employees other than
officars of an insurers for services rendered within three 3
months prior to the commencement of a proceeding against the
insurar under this chapters but not exceeding five—hondred
dottars-+$500% for 2ach employeey shall be paid prior to the
payment of any other dept or claimy and in the discretion of
the commissioner may be paid as soon as practicable czfter
the proceecing has peen toamenced; exca2pt that at all times
the commissioner shall reserve such funds as will in his
opinion be sufficient for the expenses of administratione
$+2+ Such priority shall be in lieu of any other similar

priority which wmay be authorized by law as to wages or
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compens3tion of such employeese

Tn iori f distribution _in__a Jiguidation
proceeding shall pe in the following orders

state or local goverament which are ‘'secured by. liens
perfected orior fo the commencement of delinguency
proceedings:

{d} claims Ly policyhglderss _ beneficiariess _ang
'|n§u{gg§ ar i§ing E[Qm ang !itnin’ gng ;‘;Q!g[agg'gf and_not _i_n
excess of the applicable limits of insurance policies and
insurance contracts issued by .the company and liability
claims against insurers which claims are within the coverage
ef _and noi in excess of the applicable limits of insurance
2ssociations the Montana jife and guaranty associations _or
any similar orgsoaizaticon in another state which represents
covercd claims  as definad in 40-5705{3) or contractual
gbligations as defined in 40-584953

fe) a2kl other claims including

i lains of
other insurerse™

Section 2« There is a new RelsMe section numbered
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40-5134 that reads as follows:

40-5134. Proposal for disbursemente {1l) MYithin 12J
days of a final determination of insolvency of a company by
a court of competent jurisdictionsy the receiver shall make
application to thes court for approval of é proposal to
disburse assets out of such company®s marshalad assatse from
time to time as such assets become availables to the Montana
insurance gsuaranty associations th2 Montana life and health
gquaranty association or to any entity or person performing a
similar function in another statee. Such associations are
herein referred to as the associationse

{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 claims falling within the priorities establishea in
subsections {(2){a)s (2)}{b}e (2){c)e and (2)(d) of 4I-5127;

{b) disbursement of the assets marshaled to date and
subsequent disbursements of assets as they hecome availatle;

{c) equitable allocation of disbursements to each of
the associations entitlad thereto;

{d) the securing by the receiver from each of the
associat.uns entitled to disbursements pursuant to this

saction of an agreement to return to the reczivery without
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interesty such assets previously disbursed as may be
required to pay <claims of secured creditors and claims
falling within the priorities established in'subsections
(2)¥(3a)» {(2){bYs (2)(c)» and (2)(d) of 40-5127 in accordance
with such prioritiess No bond may be required of any such
association.

(e} 2 full report to be made by the association to the
receiver accounting for 311 assets so disbursed to the
associations all disbursements made therefroms any interest
aarned by the association on such assetss and any other
matter as the court may direct.

{3} The receiver's proposal shall provide for
disbursewments to the associations in amounts estimated to be
at least equal to the claim payments wmade or to be made
thereby for which such associations could assert a claia
against the receiver and shall further provide that if the
assets availabte for disbursement from time to time do not
equal or exceed the amount of such claim payments made ar to
be made by the associationse then disbursements shall be in
the amount of available assetses

(4) The receiver®s proposal shally with respect tc an
insolvent insurer writing life or health insurancs or

annuitiesy provide for dispursements of assets to the

" Mgntana life and health guaranty association or to any other

entity or organization reinsurings 3ssumings Or guaranteeing
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pelicies or contracts of insurance under the provisions of
the Montana life and health guaranty association acte

(5) Notice of such application shall be given to thz
associations in and to the commissioners of insurance of
each of the states. Any such notice is considered to have
been given when deposited in the United States wmails
certified and first-class postage prepaids at least 30 days
prior to submission of sucth application to the courte. Action
on the application may be taken by the court provided the
above-required notice has been given and provided further
that the receiver®s proposal complies with subsection (2){3)
and (2){d)e

—End—
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Approved by Committee
on Business and Industry

A‘& BILL NO. #RSZ
A b

INTRODUCED BY

A BILL FOR AN ACT ENTITLEO: *®AN ACY TO CLARIFY THE ORDER OF
PRIORITIES FUR THE DISTRIBUTIJN OF THE ASSETS OF LIQUIDATED
INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER ACCESS
TO THE USE OF ASSETS OF INSOLVENT INSURANCE COMPANIES;

AMENDING SELTION 40-512T79 ReCoMe 1947

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

Section le Section 40-5127y ReCeM. 1947y is amended to
rzad as follows:

"40~-512T« Priority of claims for compensatione
(1) Compensation actually owing to employees other than
officers of an insurers for services rendered within three 3
months prior to the commencement of a proceeding against the
insurer under this chapters but not exceeding five—nundred
do}¥+ars~-$3500% for each employees shall be paid prior to the
payment of any other deot or claims and in the discretion of
the commissioner may be paid as soon as practicable after
the proceecing has been commenced; except that at all times
the commissioner shall reserve such funds as will in his
opinion be sufficient for the expenses of administration.
t2% Such priority shall be in lieu of any other similar

priority which may be authorized by 3law as to wages or
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compensation of such employeese
{2} _The prigrities of distribution in_a ligyidation

proceeding shall be io the following order:

covered claims as defiped in %0-5705({3) or contractual
opligations as defined in 40-58053

( 11 1ai including N lai £
gther insurarse™

Section 2e There is a new R.CeMe section numbered

9B 229
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40-5134 that reads as follows:

40~-5134. Proposal for disbursement. (1) Within 120
days of a final determination of insolvency of a company by
a court of competent jurisdictiony the receiver shall make
application to the court for approval of a2 proposal to
disburse assets out of such company®s marshaled assetssy from
time to time as such assets become availablz, to the Hontana
insurance Jjuaranty associations tha Montana life ans hsalth
guaranty association or to any entity or person performing a
similar function in another state. Such associations are
herein referred to as the associationse.

{2) Such proposal shall at least include provisions
for:

{(a) reserving amounts for the paysent of expenses of
administration and the payment of claims of secured
creditors to the extent of the value of the security held
and claims falling within the opriorities established in
subsections {2} (a}s {(2)}(b}s {(2){c)y and {(2)(d)} of 43-5127;

{b) disbursement of the assets marshaled to date and
subsequent disbursements of assets s they necome availaevle;

{€) equitable 2allocation of disbursements to 2ach 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 receiveres without
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interesty such assets previously disbursed as may be
regquired to pay claims of secured creditors and claims
falling within the priorities established in subsections
{2){a)r (2){b}s (2)(c)e and (2){d) of 40-5127 in accordance
with such prioritiess No bond may be reguired of any such
associationes

{e) a full report to be made by the association to ths
receiver accounting for atl assets so disbursed to the
associations all disbursements mad2 therefroms any intarest
earned by the association on such assetss and any Other
matter as the court may directs.

{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 provide that if the
assets available for disbursement from time to time do not
egual or exceed the amount of such claim payments made or to
be made by the associationses then disbursements shall be in
the amount of available assetse

{(4) The receiver's proposal shallts with respect tc an
insolvent insurer writing life or health insurance or
annuitiess provide for disbursements of assets to the
Montana life and health guaranty association or to any other

entity or organization reinsurings assuminge Or guaranteeing
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policies or contracts of insurance under the provisions of
the Montana life and health guaranty association acte

{5} MNotice of such application shall pe given to thz
associations in and to the commissioners of insurance of
each of the states. aAny such notice is considered to have
been given when deposited in the United States mails
certified and first—class postage prepaids at least 30 days
prior to supmission of such application to the courte Action
on the application may be taken by the court provided the
above-required notice has been given and provided further
that the receiver?s proposal complies with subsection (2)(3)
and {2){d)«

-End—

—_5-



45th Legislature

10

11

12

13

14

15

16

7

18

19

20

21

22

23

24

25

LC 1060701

INTRODULED 3Y

A‘& 8ILL NOe ﬁz
—Lfa bl

A BILL FOR AN ACT ENTITLED: ™AN ACT TO CLARIFY THE ORDER OF
PRIORITIES FOR THE DISTRIBUTION OF THE ASSETS OF LIQUIDATED
INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER ALCESS
TOD THE USE OF ASSETS OF INSOLVENT INSURANCE COMPANIES;

AMENDING SELTION 40-5127¢ ReCeMe 1547.°

BE IT ENACTED BY THE-LEGISLATURE OF THE STATE OF MONT ANA:

Section le Section 40-5127¢ ReCeMe 1947y is amended to
read as follows:

"40-5127« Priority of claims for compensatione
{1) Compensation actually owing to employees other than
officers of an insurery for services rendered within thred 3
months prior to the commencement of a proceeding against the
insurer under this chapters but not exceeding five—hundred
dotiars—+$$500% for each employees shall be paid prior to the
payment of any other debt or claims and in the discretion of
the commissioner may be paid as soon as practicable after
the proceeding has been commenced; except that at ail cimes
the commissioner shall reserve such funds as will ia his
opinion be sufficient for the expenses of administration.
+2% Such priority shall be in lieu of any other simitar

priority which may be authorized by Jlaw as to wages or
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i0

11

12

13

14

15

i6

17

18

19

20

21

22

23

24

25

LC 1050701

compensation of such employeess

{2} _The prigrities of distribution _in _a liquidation
proceeding shall be in the following order:

{a) expenses of administration:

11 lai Mont Lo
associations the Mgntana life and guaranty associations oF
any similar orgapization in angther state which represents
covered claims as definad in_ 40-5705(3}) or contractual
abligations as defined in 40-5805;

gther insurers.®

Section 2« There is a new ReCeMe Section numbered

SB 229
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4D-5134 that reads as follows:

40-5134. Proposal for disbursementes (1} MWithin 120
days of a final determination of insolvency of a company by
a court of competent jurisdictions the receiver shall make
application to the court for approval of a proposal to
disburse assets out of such company®s marshaled assetss from
time to time as such assets become availables to the Montana
insurance guaranty associations th2 Montana life and health
quaranty 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
fors

(a) reserving amounts for the payment of expenses of
administration and the payment of claims of secured
creditors to the extent of the valtue of the security held
and claims falling within the priorities established in
subsections (2}{a)s (2)}{b)r (2)(c)s and (2)(d) of 43-5127;

{b) disbursement of the assets marshaled to date and
subsequent disbursements of assets as they dDecome 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 pursuaat to this

section of an agreement to return to the receivery without

—3

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LL 1060/01

interests such assets previously disbursed as may be
required to pay claims of secured creditors and claims
fatling within the priorities established in subsections
{2)(a)s (2)(b}s {2)}(c)sy and (2} (d) of 40-5127 in accordance
with such prioritiese No bond may be reguired 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
associationy all disbursements made therefroms any interest
earned by the association on such assetsy and any other
matter as the court may directe

(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 claia
against the receiver and shall further provide that iif the
assets available for disbursement from time to time do not
equal or exceed tne amount of such claim payments wade or to
be made by the associationss then disbursements shall be in
the amount of available .assetSe

{4) The vreceiver's proposal shalley with respect to an
insolvent insurer writing l1ife or nealth insurance or
annuitiese provide for disbursements of assets to the
Montana life and health guaranty association or to 2any other

entity or organization reinsurings assuminge Or guaranteeing

-ty
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policies or contracts of insurance uader the provisions of
the Montana Tife and health guaranty association act.

{5) MNotice of such application shall be given to the
associations in and to the commissioners of insurance of
each of the states. Any such notice is considerad tc have
been given when deposited in the United States wmaily
certifizd and first—class postage prepaidy 2t least 30 days
prior to supmission of such application to the courte. Action
on the application may be taken by the cowrt provided the
above-required notice has been given and provided further
that the receiver®s proposal complies with subsection (2){a)
and (23{d)s.

—End-
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SENATE BILL NOe 229

INTRODUCED BY HAZELBAKER

A BILL FOR AN ACT ENTITLED: ™AN ACT TO CLARIFY THE ORDER OF
PRIORITIES FOR THE OISTRIBUTION OF THE ASSETS OF LIQUIDATED
INSURANCE COMPANIES AND GIVING THE RECEIVER EARLIER ACCESS
TO ThE USE OF ASSETS OF INSOLVENT INSURANCE COMPANIES;

AMENDING SECTION 40-512Ts ReCeMe 194T.%

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

Section le Section #0-5127s ReC<Ma 1947y is amended to
read 3s follows:

“40-5127« Priority of claims for compensatione. (1)
Compensation actually owing to employees other than officers
o2f 3an insurere for services rendered within three 3 wmonths
prior to the commencement of a proceeding against the
insur2r under this chaptery but not exceeding Five——hundred
dottars—1£35003 for each employeey shall be paid prior to the
payment of any other debt or claime and in the discretion of
the commissioner may be paid as soon as practicable after
tne proceeding has been commenced; except that at all times
the commissioner shall reserve such funds as will in his
opinion be sufficient for the expenses of administration.
+24 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 employeesa

N LZ’ I - -I. [ Ic | -l I- - }- -I l- n
proceading shall be in tbe following order:

covered claims as defined _in 40-5705(3} or contractual
obligatiops as defined in %0-5805;

ie) all other claims including subrogation c¢laims _of
other_insurecse”™

Section 2« There is a new ReCeMe section numbered

—-d- S8 229
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40-5134 that reads as tollows:

40~-5134. Proposal for disbursement. (1) W#Within 120
days of a final determination of insolvency of a company by
a court of competent jurisdictions the receiver shall make
application to the court for approval of a proposal to
disburse assets out of such company®s marshaled assetss from
time to time as such assets become availables to the Montana
insurance guaranty associations the Montana life and health
quaranty association or to any entity or person perforaing a
similar function in another state. Such associations are
herein referred to as the associationse

{Z) Such proposal shall at 1least 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 claims falling within the priorities established in
subsections {2)(a)e {(2)(b)y ([2){C)e and (2} (d} of 40-5127;

{b) disbursement of the assets marshaled to date and
subseguent disbursements of assets as they become available;

{c) equitable alliocation 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 receivers without
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interests such assets previously disbursed as may be
raquired to pay claims of secured creditors and ctaims
falling within the priorities established in subsections
{2){a)ys {2){L)s {(2)(c)s and (2}{d) of 40-5127 in accordance
with such prioritiese 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
associationy all disbursements made therefroms any interest
earned by the asseciatioen on such assetss and any other
matter as the court iay directe

{3) The receiver®s proposal shall provide for
disbursements to the associations in amounts estimated to be
at Jleast 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 provide that if the
assets available for disbursement from time to time do not
equal or exceed the amount of such claim payments made or to
be made by the associationss then disbursements shall be in
the amount of available assetse

(4) The receiver®s proposal shally with respect to an
insolvent insurer writing life or health insurance or
annuitiesy provide for disbursements of assets to the
Montana life and heaith quaranty association or to any other

entity or organization reinsuringes assumings or quaranteeing

—4= S8 229
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policies or contracts of insurance under the provisions of
the Montana life and health guaranty association acte

{5) MNotice of such application shall be given to the
associations in and to the commissioners of insurance of
each of the statess Any such notice is considered to have
been given when deposited in the United States mails
certified and first-class postage prepaids at least 30 days
prior to submission of such application to the court. Action
on the application may be taken by the court provided the
above-required notice has been given and provided further
that the receiver®s proposal complies with subsection (2}(a)
and (2){a).

-End-
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