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/ﬁ'—d’u BILL NQe ﬁ_z&
INTRODUCED BY ﬂé’;

BY REQUEST OF THE INSURANCE COMMISSIDNER

A BILL FOR AN ACY ENTITLED: ™AN ACT TO GENERALLY REVISE THE
LAMS ON UNFAIR TNSURANCE CLAIM SETTLEMENTs FAVORED AGENT
PRACTICESy AND ENFORCEMENT PROCEDURES AND PENALTIES;
AMENDING SECTIONS 40-3501 AND 40-3514y Rel oM 1947;

REPEALING SECTION 40-35169 RaloeMa 1947."

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

Section le There is a new R.C.M. section numbered
40-3502.1 that reads as follows:

40-3502.1e Unfair claim .settlement practicese. No
person wayes with such frequency as to indicate a general
business practices do any of the following:

{1} misrepresent pertinent facts or insurance policy
provisions relating to coverages at issuej

(2) fail to acknowledge and act reasonably .promptly
upon communications with respect to claims arising under
insurance policies;

{3) fail to adopt and implement reasconable standards
for the prowmpt investigation of claims arising under
insurance policies;

{4} refuse to pay claims without conductiag a
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reasonable investigation based upon all - available
information;

(5) fail to affirm or deny coverage of claims within a
reasonable time after proof of loss statements have been
completed;

(6} neglect to attempt in good faith to effectuate
prompte faire and equitable settlements of claiwms in which
liability has become reasonably clear;

(7) compel insureds to institute litigation to recover
amounts due under an insurance policy - by offering
substantially less than the amounts ultimately recovered in
actions ‘-brought by such insureds;

(8) attempt to settle a claim for less than the amount
to which a resonable man would have believed he was entitled
by reference to written or printed advertising material
accompanying or made part of an application;

{(?) attempt to settle claims on the basis of an
application which was altered without notice to or knowledge
or consént of the insured;

{10) make claims payments to insureds or beneficiaries
not accompanied by statements setting forth the coverage
under which the payments are being made;

{11) make known to insureds or claimants a policy of
appealing from arbitration awards in favor of insureds or

claimants for the purpose of compelling them to accept
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settlements or compromises less than the amount awarded in
arbitration;

(12) delay the investigation or payment of claims by
requiring an insuredy claimants or physician of either to
submit a preliminary claim report and then 'requiring the
subsequent submission of formal proof of loss formss both of
which submissions contain substantially the sane
information;

(13) fail to promptly settle claimse if liability has
become rteasonably clears under one portion of the insurance
policy coverage in order to influence settlements under
other portions of the insurance policy coverage; or

(14) fail .to promptly provide a reasonable explanation
of the basis in the insurance policy in relation to the
facts or applicablie law for denial of 2 claim or for the
offer of a compromise settlement.

Section 2. There is a new R.C.Me section numdered
40-3502.2 that reads as follows:

40-35022¢ Failure to wmaintain complaint handling
proceduresa. {1) An insurer shall maintain a complete racord
of all the complaints which it has received since the date
of its last examination under 40-2713. This record shall
indicate the total number of compltaintse their
classification by line of insurances the nature of each

complainty the disposition of the complaintsy and the time
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it took to process each complainte

{2) For purposes of this sections complaint® means
any written communication primarily expressing a grievancee

Section 3« There is a new R.C.Ms section numbered
40-3502.3 that reads as follows:

40—-3502+3. Power of the commissioner. The commissioner
may examime and iJinvestigate the affairs of every person
engaged in the business of insurance in this state in order
to determine whether such person has been or is engaged in
any unfair method of competition or in any unfair or
deceptive act or practice prohibited by this chapter.

Section 4« There is a new Re.CeMe section numbered
40-351%.1 that reads as follows:

40-3514.1. Penalty for violation of cease and desist
orderse {1) Any person who violates a cease and desist order
issued pursuant to 40-3514 is subject to a civil penalty not
to exceed $19000. Each day of violation constitutes a
separate wviolatione The departament may institute and
maintain in the name of the state any enforcement
proceedings hereundere Upon request of the departmenty the
attorney general or the county attorney of the county in
which the violation occurred shall petition the district
court to imposes assessy and recover the clvit penalty.

{2) An action under subsection (1) of this section is

not a bar to enforcement of this chapter or rules or orders
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made under it by injunction or other appropriate remedies.

(3) Moneys collected hereunder shall be deposited in
the state gemeral funde.

Section 5. There is a new ReCe.Mse section numdered
40-35l 6.1 that reads as follows:

40-3516ele Favored agent  or insurer -— coercion of
debtorse (1) No person may require as a condition - precedent
to the lending of money or extension of credit or any
renewal thereof that the person to whom such money or credit
is extended or whose obligation a creditor is -to acquire or
finance negotiate any .contract of insurance or renewal
thereof through a particular insurer or group -of insurers or
agent or solicitor or group of agents or solicitorse

(2) No person who lends wmoney or extends credit may:

(a) solicit insurance for the protection of real
propertyy after .3 person indicates interest in securing 2
first-mortgage credit extensions until such person has
received a commitment in writing from the lender as to a
loan or credit extension;

(b} wunreasonably reject a contract of insurance
furnished by the borrower for the protection of the property
securing the credit or lien. A rejection is not unreasonable
if it is based on reasonable standards, uniformiy applieh!
relating to the extent of coverage required and the

financial soundness and the services of an insurere Such
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standards may not discriminate against any particular type
of insurer or call for rejection of an insurance contract
because the contract contains coverage in additian to that
required by the credit transaction.

{c)Y require that any borrowers mortgagores purchasers
insurers solicitors or agent pay a separate charge in
connection with the handling of any contract of insuramce
required as security for a loan on real estate or pay a
separate charge to substitute the insurance poticy of one
insurer for that of ‘anothere. This subsection {2){c} does
not #include the interest which wmay be charged on premiua
Toans or premium advancements in accordance with the terms
of the loan or credit document.

{d} wuse or disclosey without the prior written consent
of the borroweres mortgagore or purchasers information taken
at a time other than the making of the loan or extension .of
credit relative to a contract of insurance which is required
by the credit transactions for the purpose of replacing such
insurance;

(e} regquire any procedures or conditions of licensed
agentsy solicitorsy or insurers not customarily required of
those agentss solicitorse or insurers affiliated or in any
way connected with the person who Jends money or extends
credite

{3) Each person who lends money or extends credit and

-~
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who solicits insurance on real and personal property subject
to subsection {2) of this section must explain to tha
borrower in writing that the insurance related to such
credit extension may be purchased from an insurer or agent
of the borrower®*s choices subject only to thé lender®s right
to reject a given insurer or agent as provided in subsection
{2){b)e Compliance with disclosures as to insurance required
by truth-in-lending laws or comparable state laws shall be
compliance with this subsections

{#) The commissioner may examine and investigate those
insurance~rel ated activities of any person which may .be in
violation of this sectione. Any affected person may submit to
the commissioner a complaint or material pertinent to tha
enforcement of this sectione

{5) Nothing herein prevents a person who Iends money
or extends credit from placing insurancz on real or personal
property in the event the mortgagory borrowers Or purchaser
has failed to provide required insurance in accordance with
the teras of the loan or credit documente

{6) Nothing contzined in this section applies to
credit 1ife or credit accident and health insurance.

Section 6e Section 40-3501s ReCaMs 1947+ is amenda2d to
read as follows:

"40-3501. Purposes of trade practices lawes The purpose

of sectiona-49-3501—-threugh-—48-3535 thjs _¢hapter is to
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regulate trade practices in the business of insurance in
accordance with the intent of {ongress as expressed in the
Act-—of--Congreas——of——Moarch—~9vy—-1945-—{Pub¥te-taw—15y—F3th
Eongresas—{chs—20y-58-Uv=Ss—Statv—at-targe-33}) Pale T2-154
which_ _was approved #arch 93 1945+ by definingy or providing
for determination ofy all such practices in this state which
constitute unfair methods of cospetition oqr unfair or
deceptive acts or practices and by prohibiting the trade
practices so defined or determined.”

Section Te Section #0-3514s ReleMe 1947, is amendod to
read as follows:

"40~-3514e Desist orders for prohibited practicese
{1) Ifs after a hearing thereon of which notice of such
hearing and of the <charges against him were given such
persons the commissioner finds that any person in this state
has engaged or is engaging in any act or practice definzd in
or prohibited wunder this chapters the commissioner shall
order such person to desist from such acts or practiceses

{2) Such desist order shall become final upon
expiration of the time allowed for appeals from the
commissioner®s orderss if no such appeal is takens ores in
event of such an appeals upon final decision of the court if
the court affirms the commissioner®s order or dismisses the
appeal. an intervenor in such hearing shall nave the right

to appeal as provided in section 40-3515 (3).
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{3} In event of such an appeale to the extent that the
commissioner's order is affirmed the court shall issue its
own order commanding obedience to the terms of the
commissioner®s ordere -

(4} No orda2r of the commissioner pursuant to this
section or order of court to enforce it shall in any way
relieve or absolve any person affected by such order froa
any other liabilitys penaltyes or forfeiture under law.

$+5y—-¥iotation-of—any-such-desist-order—shali—be-deened
to-be-and-shati-be-punishable-ss-s-viokatton-of-this-codes

1+6¥{5) This section shall not be deemed to affect or
prevent the imposition of any penalty provided by this code
or by other law for violation of any other provision of this
chaptery whether or not any such hearing is called or held
or such desist order issucde®

Section 3« Repealer. Section 40-3516y ReleMe 1947y is
repealeds

~-End-
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Approved by Committee
on Business and Industry

SENATE BILL NO. 292
INTRODUCED BY NELSON

BY REQUEST OF THE EINSURANCE COMHISSIONER

A BILL FOR AN ACT ENTITLEO: *“AN ACT TO GENERALLY REVISE THE
LAWS ON UNFAIR INSURANCE CLAIM SETTLEMENTe FAVORED aGENT
PRACTICES, AND ENFORCEMENT PROCEDURES AND PENALTIES;
AMENDING SECTIONS 40-3501s &Q—}S]Zg AND 40-3514sy RaleMa

1347; KEPEALING SECTIUN 40-35169 ReCeMe 1947

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

Section le There is5 a new ReleMs section numbered
40-3502.1 that reads as follows:

40-350241s Unfair claim settlement practicese No
person mays with such frequency as to indicate a general
businass practicey do any of the foliowing:

(1)> misrepresent pertinent facts or insurance policy
provisions relating to coveraades at issue;

{2} fail to acknowledge and act reasonably promptly
upon communications with respect to claims arising under
insurance policies;

i{3) fail ta adopt and implement reasonable standards
for thz prompt investigation of claims arisina under
insurance policies;

(4} r=2fuse to pay ctaims without <onducting 2
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reasonable investigation based upon alt available
inforaation;

{5} fail to affirm or deny caverage of claiwms within a
reasonable time after proof of loss statements have been
completed;

{6) neglect to attempt in gqood faith to effectuate
prompty fairs and equitable settiements of claims in which
liability has become reasonably clear;

{7) compel insureds to institute titigation to recover
amounts due under an insurance policy by offering
substantially 1less than the amounts ultimately recovered in
actions brought by such insureds;

{28) attempt to settle a claim for less than the amount
to which a resonable man would have believed he was entitled
by reference to written or printed advertising material
accompanying or made part of an application;

{7) attempt to settle claims on the basis of an
aoplicztion which was 2ltered without notice to or knowledge
or nonsent of the insured;

{19} make claims payments to insureds or beneficiaries
not 2ccompanied by siatements setting forth the coverace
under which the payments are being madej

{11) make known to insureds or claimants a policy of
appealing from arbitration awards in favar of insureds or

ctaimants for the nurpose cof compellina them to accept

-ne SR 292
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settlements or compronises less than the amount awarded in
arbitration;

{12) delay the investigation or payment of <claims by
requiring an insuredy claimanty or physician of =2ither tc
submit 3 oreliminary claim report and then requiring the
subseju2nt submission of formal proof of loss formss both of
which submissions contain substantially the same
infornration;

(13} fail to promptly settle claimsy if liability has
becom> reasonably clears under one portion of the insurance
policy coverage in order to influence settlements under
other portions of the insurance policy coverage; or

(14} fail to promptly provide a reasonable explanation
of the basis in the insurance policy in relation to the
facts or applicable law for denial of a claim or for the
offer of a8 compromise settlemente

Section 2« There is a new ReCaMe section numbered
40-350242 that reads as follows:

40-350Z242es Failur= to maintain complaint handling
procedurese (1} An insurer shall maintain a complate record
of all the complaints which it has received since the date
of its tast examinatinn under 40-2713. This record shall
indicste the total number of compltaintssy their
classification by line of insurances the nature of each

complainty the disposition of the complaintss and the tima
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it took to process each complaint.

{Z) For purposes of this ssctions "complaint™ means
any written communicetion primarily expressing a grievances

Saction 3« There is a3 new Releie section numbered
40-3502+3 that reads as follows:

4MN—350243+ FPower of the commissioner. The corwmissinner
may coxamine and investiniate the affairs of every person
engaged in the business of insurance in this state in  order
to determine whether such person has been or is eng3lged in
any unfair wmethod of competition or in any wunfair or
dzceptive act or practice prohibited by this chapter.

Section % There is a new ReCeMs section numbered
40-3514.1 that reads as follows:

40-3514%4s1. Penalty for violation of cease and desist
orders. {1) Any person who violates a cease and desist order
issuc.i pursuant to 40-3514 is subject tn a civil penalty not
to exceed $14000. Fach day of vioclaticon constitutes a

separate violatione IHE  TOTAL _PEMNALTY HMAY HOT _ZXLCEQ A

$10:000 AGCREGATEe "he denartmert may institute amd maintain
in tne name of the state any eonforceamant proc=ecings
Aerzundars  Unen racusst of the departments  the ctrarney
aznor ! 2r the c¢niatvy 3ttorney of the county in which the
viat_zron occurred shall petition the district court +to
inposey Assesss and recover the civil penaltye.

(2) An action under subsection (1) of this section is
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not a bar to enforcement of this chapter or rules cr orders
made under it by injunction or other appropriate remedies.

{3} Moneys collected hereunder shall be deposited in
the state general funde

Section 5e There is a new RaeaCeMe section numbered
40-3516.1 that reads as follows:

%0-3516e1e Favored agent or insurer -— coercion of
debtorse (1) Mo person may require as a condition precedent
to tne 1lending of money or extension of credit or any
renewal thereof that the person to whom such money or credit
is extended or whose obligation a creditor is to acquire or
finance negotiate any contract of insurance or renewal
therenf through 3 particular insurer or group of insurers or
agent or solicitor or group of agents or solicitors.

{2) No person who lends money or extends crecit may:

{(a} solicit insurance for the protection of real
property; after a person indicates interest in securinc 3
first-mortgage credit extensicns until such person has
received a commitment in writino from the lender as to a
13an or credit extension;

{5} wunreasocnably rejzct a contract of insurance
furnished by the borrower for the pretection of the property

securing the credit or lians. A rejection is not unreasonable

if i+ is bpased on reasonable standardss uniformly applieds
relatin? to the extent of coverage required ana the
—5- sz 292

10

1

12

13

14

15

21

22

23

2%

25

58 02%92/02

financial soundness and the services of 3n insurere. Such
standards may not discriminate against any particular type
of insursr or call for rejection of an insurance contract
because the contract contains coverage in addition to that
requisred by the credit transactione

{c} require that any borrowers mortgagors purchaser,
insurers solicitors or agent pay a2 separate charge in
connection with the handling of any contract of insurance
required as security for a loan on real estate or pay a
separate charge to substitute the insurance policy of one
insurer for that of anothers. This subsection ({2)(c} does
not include the interest which may be charged on premium
loans eor premium advancements in accordance with the terwms
of the loan or credit documente

{d) use or discloses without the prior written consent
of the borrowers, mortgagorsy or purchaser,y information taken
at a time other than the making of the locan or extension of
credit relative to 3 contract of insurance which 15 required
by the credit transactions for the purpose of replacing such
insurance;

{<) reguire any procaedures or conditions of licensed
aaentsy solicitorse or insurers not customarily required of
those Agentsy solicitorss or insurers affiliated or in any
Wiy connect~>d with the2 person who Jlends money oar extends

credita

—h= 53 292
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{3*) Each person who lends money cr extends credit and
who salicits insurance on real and personal property supject
to sussection {2) of this section must explain to the
borrower in writing that the insurance related toc such
credit oxtension may be purchased from an insurer or agent
of thr borrower®s choicey subject only to the lender®s riaht
to reject a given insurer or agent as provided in subsection
{2)(b)« Compliance with disclosures as to insurance required
by truth—in—1ehding Taws or comparable state 1aws shall be
compliance with this subsactions

{4) The commissioner may examine and investigate those
insursnce-related activities of any person which may be in
violtation of this section. Any affected person may submit to
the commissioner a complaint or material pertinent to the
enforcement of this section.

{3) Nothing herein prevents 2 person whe lends money
or extends credit from placing insurance on real or personal
property in the event the mortgacors borrowers or purchaser
has failed to provide requirec insurance in accerdance with
the terms of the loan or credit cocuments

{6} MNothing contzined in this section fpnlies to
credit life or credit accident and h2zlth insursnces

Ssction Se Section 60-3501s RalaFe 1947, is avended to
read ss follows:

"40-35C01e Purposes of trade Dractices lawe The purpose

-i- Su¢ 292
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of sectione—48-3501——through——48-35+5 4Lhis  chapter is to
regulat2 trade practices in the business of insurance in
accordance with the intert of Conaress as expressoed in  the
Act——of-~Congress—of-—March—3v——1945-—{fubtic-taw—1t5v-F9th
Eonarsss—tehs 26y 58-Yr—Sv—Stetr—nt-torge—3333 Pal, T9-15s
which was 3pproved March 9. 194%+ by definings or providing
for determination ofy a2ll such practices in this state which
constitute wunfair metpods of cogpetition op unfair or
deceptive acts or practices and by prohibiting the trade
practices so defined or determinede®

Section 7« Section 4#0-3514s R.CeMs 1947y is amended to
read as follows:

"4D-3514« Desist orders for prohibited practices.
(1} 1Ify after a hearing thereon of which notice of such
hearin~ and of the charges against him were aiven such
cersony the commissioner finds that any person in this state
hzs enn3ged or is engaqing in any act or practice defined in
or orohibited under this chaptersy the commissioner shall

ordar such person *» desist from such acts or nracticese

{<) Such desist order shall becone fin=1 upon
2xpirstion aof the time allowed for appeals from the
comais. ner?s oiderss if no such azpeal is takene ore in
eve: . =f such --n 3ppealy upcen finz) decision ot the court if

tne court affirms the commissioner®s order or dismisses the

appeal.  An intervanor in such hearinn shail have the right

~3- S8 292
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to apreal as provided in section 40-3515 {3)e

{3) In event of such an appeals to the extent thet the
commissioner’s order is affirmed the court shall issue its
cown order commanding obedience to the teras of the
comnissioner®s order.

{(4) No eorder of the commissiorer pursuant toe this
section or order of court to enforce it shall in any way
relieve or absoclve any person affected by such order from
any other liabilitys penaltys or forfeiture under law.

Sr—-¥rotation—of—any—-such—desist-order—shali-be—-deened
to-be-end-shati—he-punishabie—as—o-vielation—of—this—coder

+63(5) This section shall not be deemed to affect or
prevent the imposition of any penalty provided by this code
or by other law for violation of any other provision of this
chapters whether or not any such hearing is called or held
or such desist order issued.™

SELilﬂ&_ﬁg__iiﬁllﬂﬂ_ﬁgziilZ:.Ba&;ﬂn_lﬂilx_li_AHENQED_ID

= r .

"40-3512e ‘Infair discriminations rebates
pronibited——propertys casualtys surety insurances. (1} No
titles propertys casualty or surety insurer or any employee
or representative thereofs 2nd no agents or solicitor shall
pays <2llows or giv2s or offer to pays allow or gives

directly or indirectlys as 2n inducement to insursnces or

after insurance has been effecteds any rebatey, discounty

—9- 5B 292
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abatements credit or reduction of the premium named in the
policy of insurances or any special favor or advantage in
the dividends or other benefits to accrue thereon: or any
valuable consideration or inducement whatevere not specified
in the policys except to the extent provided for in an
applicable filing with the commissioner as provided by lawe

(2} No insured named in a policys nor any employee of
such insured shall knowinyly receive or accept directly or
indirectlys any such rebates discounts abatements credit or
reduction of premiums or any such special favor ar advantage
or valuable consideration or inducemente.

{3) HNc such insurer shall make or permit any anfair
discrimination either between insureds or property having
like insuring or risk characteristicss or between insureds
because of races colore creeds or nétiona] origing in the
premium or rates charged for insurances or in the dividends
or other bLenefits payable thereons or in any other of the
terms and conditions of the insurances.

{4) Nothing in this section shall be construea as
prohiciting the payment of commissions or other compensation
to duily licensed agentssy or solicitorssy or as prohibiting
any insurer from allowing or returning to its participating
solicyholderss members or subscriberse 1lawful dividenase
savings or unabsorbed premium depositse"

Section 9« Repealers Section 40-3516y ReCeMa 194Ts is

~10- S8 292
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ScNATE BILL Nle 292
INTRODUCED 3Y NELSON

BY REQUEST JF THE INSURANCE COmMMISSTIONER

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS U~ UNFATR INSURANCE CLAIM SETTLEMENTe FAVORED AGENT
PRACTICES, AND ENFORCEMENT PRUCZDURES AND PENALTIES;
AMENDING SECTIONS 40-3501;__§ﬂ:§§12; AND 40-3514s KeCaeMe

134T; REPEALING SECTION 40-35169 ReleMe 1947."

BE IT ERACTED BY THE LEGISLATURE OF THE STATE OF AONTANA:

Section le There is a3 new Re.CsMe section numbered
40-350¢.1 that reads as follows:

40-3502.1e« Unfair claim settlement nracticeses No
person mays with such frequency as to indicate a general
businzss practicesy do any of the following:

{1} >misrepresent nertinent facts or insurance policy
provisions relating to coveraaes at issue;

(?2) fail to acknowledge and act reasonably promptly
upon communications with respect to «claims arisina under
insurince policies;

{3y fail +to adopt and implement reasonable standards
for thz prompt invastigation of clains arising under
insurance policies;

{4} refuse to nay claims without conducting 2
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raasonable investigation based upon all available
inforastion;

[5) fail to affirm or deny coveraqge of claims within a
reasonable time after proof of loss statements have been
compl 2tad;

{6} neglect to attempt in qooq faith to effectuate
orompts fairy and equitable settlements of claims in which
liability has become reasonably clear;

{7} compel insureds to institute litigation to recover
amounts due under an insurance policy by offering
substantially less than the amounts ultinately recovered in
actions brought by such insureds;

{8} attempt to settle a claim for less than the amount
to which a resonable man would have believed he was entitled
by referenca to written or oprinted advertising material
accompanyin? or made part of an application;

{?}) attempt to settle claims on the basis of an
aoplication which was a2ltered without notice to or knowledge
or consant of the insured;

(10) make claims payments to insureds or teneficiaries
not =accompanied by statements setting forth the coverage
under which the pasyments are beina made;

{11) make known to insureds or claimants a grlicy of
appealing from arbitration awards in favor of insureds or

ctaimrnts for the onurccse of compellina then to  accapt
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settlements or comproaises less than the amount awarded in
arbitration;

(12} delay the investigation or payment of claims by
requiring an insureds claimanty or physician of either to
submit 3 preliminary claim report and then requiring the
subsejuent submission of formal proof of loss formse both of
which submissions contain substantially the same
informnation;

{13} fail te #ronptly settie claimsy if 1liability has
becomz reasonably clears under one portion of the insurance
policy coverage in order to influence settlements wunder
other portions of the insurance policy coverage; or

(14) fail to promptly provide a reasonable explanation
of the pasis in the insurance policy in relation to the
facts or applicable law for denial of a claim or for the
of fer of & compromise settlemente

Section 2. fhere is a new HeleMe section numbered
40-3502.2 that reads as follows:

43-3502.2« Failure to maintain compliaint handling
proceduress {1) An insurer shall maintain a complete record
of all the complaints which it has received since the dato
of its last examination under 40-2T13. This record shall
indicate the total number of complaints, their
classification by line of insurances the nature of each

compliaintsy the disposition of the complaintse and the time
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it tosk to process zach comnlaint.

{2} For purposes of this sections "complaint® nmeans
any wWritten communication primarily expressing a orievances.

Section 3e There is 2 new P.leMs section numbered
40-3502«3 that reads as follows:

43-3502.3+ Power of the commissionera Tﬁe commissioner
may =xawine and investigate the affairs of every person
engag2d in the business of insurance in this state in order
to determine whether such person has been or is engyged in
any unfair method of competition or in any wunfair or
deceptive act or practice prohibited by this chaptera

Section 4« There is a new ReCeM. section numbered
40~3514.1 that reads as follows:

40-3514.1e Penalty for violation of cease and desist
orders. {1} Any person who violates a cease and desist order
issueld vursuant to 40-3514 is subject to a civil senalty not
to exceed 3140004 Each day of violation constitutes a

separata wviolatione THE_  FOTAL _PCAALTY MAY NQOT  CXCEED A

$104000 AGGREGATE. The denartwment may institute and maintain
in tne name of the state any enforceaent proceedings
hera2uncé~re. Unon reauest of the departments the attorney
gznarz:i or  the county attorney of the county in which the
violation occurred shall petition the district court to
imposes ass>ssy and recover the civil penalty.

{2) An action under subsection (1) of this section is
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not a bar to enforcement of this chapter or rules or orders
made under it by injunction or other appropriate remedies.

{3} Moneys collected hereunder shall be deposited in
the state general funde

Section 5« There is a new Ra.leM. section numbered
40—-3516.1 that reads as follows:

43-351lb6ele Favored agent or insurer -—— coercion of
debtors. (1) Mo person may require as a condition precedent
to the lending of money or extension of credit_or any
raenewal thereof that the person to whom such money or credit
is extended or whose obligation a creditor is to acquire or
finance negotiate any contract of insurance or renewal
thereof through a particular insurer or group of insurers or
agent or solicitor or group of agents or solicitorsa

(2) No person who lends wmoney or extends cradit may:

{28} solicit insurance for the protection of real
property; after a person indicates interest in securing a
first-mortgage credit extensions until such person has
received a commitment in writing from the lender as to a
1oan or credit extension;

{d) wunreasonably rejesct a contract of insurance
furnished by the borrower for the protection of the property
securing the credit or liene A rejection is not unreasconable
if it is pased on reasonable standardsy uniformly applied.

relatin? to> the extent of coverage required ang the

-5— S8 292

10

11

12

13

14

15

16

17

138

19

29

21

22

23

24

25

S8 0292/02

financial soundness and the services of an insurers Such
standsrds may not discriminate against any particular type
of iasurer or <call for rejection of an insurance contract
because the contract contains coverage in addition to that
raguired by the credit transactione

{(c) require that - any borrowers mortqagors purchasers
insurers solicitorsy or agent pay a saparate charge in
connection with the handling of any contract of insdrance
required as security for a loan on real estate or pay a
separate charge to substitute the insurance policy of one
insurar for that of anothere. This subsection {2}(c) does
not incltude the interest which may be charged on premium
loans or premium advancements in accordance with the terms
of the loan or credit documente

{d) wuse or discloses without the prior written consent
of the borrowery mortgagore or purchasers information taken
at a3 time other than the making of the loan or extension of
credit relative to a contract of insurance which is required
by ths credit transactions for the purpose of replacing such
insurance;

{e} require any procedures or conditions of licansed
agentsy solicitorss or insurers not customarily required of
those agentss solicitorss or insurers affiliated or in any
w2y connectzd with the person who 1iends money or extends

credite

-5~ S5 292
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{3) Each person who lends money or extends credit and
who snlicits insurance on real and personal property subject
to sudbsection {(2) of this section must explain to the
borrower in writing that the insurance related to such
credit extension may be purchased from an insurer or agent
of the borrower®s choices subject only to the lender®s rianht
to reject a given insurer or agent as provided in subsection
{2)(b}. Compliance with disclosures as to insurance required
by truth—in-lending Jlaws or comparable state laws shall be
compliance with this subsectione

{4} The commissioner may examine and investigate those
insurance-related activities of any person which may be in
violation of this sectione Any affected person may submit to
the commissioner a complaint or material pertinent to the
enforcement of this sactions

(5) Nothing herein prevents a person who Jlends money
or extends credit from placing insurance on real or personal
property in the event the mortgacors borrowery or purchaser
has failed to provide required insurance in accordance with
the terms of the l1oan or credit documents

[6} Nothing contiined in this section applies to
credit life or credit accident and health insurancea.

Saction %e Section 4%0-3501s ReCaeMe 1947y is amended to
read as follows:

"40-3501. Purposes of trade practices l1awe The purpose

292
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of sections—48-3581--throuah-—48-3535 ihis chapter is to
regqulate trade practices in the business of insurance in
accordance with the intert of Congress as exprassed in the
Act——of-—Congress——of—Mareh—9y——1945——{tPubdic—Ltow—15y—F9th
congress—{ehy-28y—58-tw—Sv—Stats—at-targe-333+3 Pel, 19-15s
which was acoroved March 9s 1945y by defininay or providing
for determination ofy all such practices in this state which
constitute unfair methods of competition or —unfajir or
deceptive acts or practices and by prohibiting the trade
practices so defined or determined.™

Section 7. Section 40-3514y ReCeM. 1947y is amended to
read as follows:

»40-351%4« Desist orders for prohibited practices.
{1y 1Ify after a hearing thereon of which notice of such
haaring and of the charges against him were aiven such
persony the commissioner finds that any person in this state
has enagaged or is engaaing in any act or practice defined in
or prohibited wunder this chapters the commissioner shall
ordar such person to desist from such acts or opractices.

(2) Such desist order shall becomne fin=2] upon
expiraticen of the time allowed for appeals from the
commissioner's orderse if no such appeal is takens ors in
eveitt of such an 3ppeals upon final decision of the court if
the court affirms the commissioner®s order or dismisses the

appeal. An intervenor in such hearing shall have the right

- S8 292
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to apoeal as provided in section 40-3515 {3).

{33 In event of such an appeals to the extent that the
commissioner's order is affirmed the court shall issue its
own order commanding obedience to the terms of the
commnissioner®s ordere

{4y No order of the commissioner pursuant to this
section or order of court to enforce it shall in any way
relieve or absolve any persdn affected by such order from
any other liabilitys penaltys or forfeiture under law.

53--¥iotation-of-any—such-desiat—order—shaii—be—deemed
to-be-and-shait-be-punithabie—as—n-viotntion—of-this—codes

+5+4{5)1 This section shall not be deemed to affect or
prevent the imposition of any penalty provided by this code
or by other 1aw for violation of any other provision of this
chapter: whether or not any such hearing is called or held
or such desist order issueds”

iﬁiilﬂﬂ_ﬁg__ﬁﬁﬂllﬂﬁ_&Q:lilZx_B4ﬁxﬂs_l2&11_15_ﬂﬂENQED_ID
READ A3 FOLLOWS:

"40~3512e Unfair discriminations rebates
prohibited--propertys casualtys surety insurances. (1) No
titles propertys casualty or surety insurer or any employee
or represantative thereofs and no agents or soticitor shall
pays <cllows or gives or offer to pays alliow or gives
directly or indirectlyy as 2n inducement to insurances or

after insurance has bean effecteds any rebates discounty
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abatements credit or reduction of the premium named in the
policy of insurances or any special favor or advantage in
the dividends or other penefits to accrue therecns or any
valuable consideration or inducement whatevers not specified
in the policys except to the extent provided for in an
applicable filing with the commissioner as provided by law.

(2) No insured named in a policys nor any employee of
such insured shall knowingly receive or accept directly or
indirectlysy any such rebates discounty abatement, credit or
reduction of premiume ;} any such special favor or advantage
or valuable consideration or inducemente

(3} Mo such insurer shall make or permit any unfair
discrimination either between insureds or property having
like insuring or risk characteristicsy or between insureds
because of races colors creeds or national origins in the
premium or rates charged for insurances or in the dividends
or other benefits payable thereons or in any other of the
terms and conditions of the insurance.

{4) Nothing in this section shall be construed as
prohiniting the payment of commissions or other compensation
to duly li;ensed agentss or solicitorss or as prohibiting
any insurer from allowing or returning to its participating
policynolderss members or subscriberse lawful dividendss
savings of unabsorbed premium depositse"

Section 9. Repealer. Section 40-35169 ReleMs 1947y is

-10~ SB 292
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SENATE BILL NO. 292
INTRODUCED BY NELSON

BY REQUEST OF THE INSURANCE COMMISSIONER

A BILL FOR AN ACY ENTITLED: “AN ACT TO GENERALLY REYISE THE
LAWS ON UNFAIR INSURANCE CLAIM SETTLEMENTs FAVORED AGENT
PRACTICES AND ENFORCEMENT PROCEDURES AND PENALTIES;
AMENDING SECTIONS 4&0-3501s 4£0-3512s AND 40-3514e ReCeMe

194T; REPEALING SECTION 40-35169 RaCeMe. 194T."

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

Section le There is a new R.CM. .section numbered
40-3502.1 that reads as follows:

40-3502.1s Unfair cltaim settlement practiceses No
person mays wWith such frequency as to indicate a general
business practices do any of the following:

(1) misrepresent pertinent facts or insurance policy
provisions relatina to coverages at issue;

{2y fail to acknowledge and act reasonably promptly
upon communications with respect to claiwms arising under
insurance policies;

(3) fail to adopt and implement reasonable standards
for the prompt investigation of claims arising under
insurance policies;

(4) refuse to nay claims without conducting a
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reasonabtle investigation based upon all available
information;

{5) fail to affirm or deny coverage of claims within a
reasonable time after proof of loss statements have been
completed;

{6) neglect to attempt in good faith to effectuate
prompts fairs and egquitable settlements of claims in which
liability has becowme reasonably clear;

{7} compel insureds to institute litigation to recover
amounts due under an insurance policy by offering
substantially 1less than the amounts ultimately recovered in
actions brought by such insureds; )

{8} attempt to settle a claim for less than the amount
to which a resonable man would have believed he was entitled
by reference to written or printed advertising material
accompanying or made part of an application;

{9) attempt to settle claims on the basis of an
application which was altered without notice to or knowledge
or consent of the insured;

{10} make claims payments to insureds or beneficiaries
not accompanied by statements setting forth the coverage
under which the payments are being made;

{11) make known to insureds or claimants a policy of

appealina from arbitration awards in favor of insureds or

claimants for the purpose of compelling them +to accept

-2~ SB 292
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settlements or compromises less than the amount awarded in
arbitration;

(12} delay the investigation or payment of claims by
requiring an insureds claimanty or physician of either to
submit 3 preliminary claim report and then reqguiring the
subsequent submission of formal proof of loss formss both of
which submissions contain substantially the same
informationj

(13) fail to promptly settle claimse if liability has
become reasonably cleare under one portion of the insurance
policy coverage in order to influence settiements under
other portions of the insurance policy coverage; or

{14) fail to promptly provide a reasonable explanation
of the basis in the insurance policy in relation to the
facts or applicablie law for denial of a claim or for the
offer of a compromise settiement.

Section 2. There is a new R.CeMs section numbered
40-3502.2 that reads as follows:

40—3502.2. Faiture to maintain complaint handling
procedurese (1) An insurer shall maintain a complete record
of all the complaints which it has received since the date
of its last examination under 48-2713. This record shall
indicate the total number of complaintsy their
classification by line of insurances the nature of each

complaints the disposition of the complaintss and the time
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it took to process each complaint.

{2) For purposes of this sections "complaint® means
any written communication primarily expressing a grievance.

Section 3. There is a3 new RsCMe section numbered
40~3502.3 that reads as follows:

40~-3502.3. Power of the commissioner. The commissioner
may examine and investigqate the affairs of every person
engaaed in the business of insurance in this state in order
to determine whether such person has been or is engaged in
any unfair method of competition or in any unfair or
deceptive dct or practice prohibited by this chaptere.

Section 4« There is a new ReCeMs section numbered
40-3514.1 that reads as follows:

40-3514.1e Penalty for violation of cease and desist
orderse {1) Any person who violates a cease and desist order
issued pursuant to 40-3514%4 is subject to a civil penalty not
to exceed 314000, Each day of violation constitutes a
separate violation. THE TOTAL PENALTY MAY NOT EXCEED A
$10:000 AGGREGAIE, The department may institute and maintain
in the name of the state any enforcement proceedings
hereundere. Upon request of the departments the attorney
general or the county attorney of the county in which the
violation occurred shall petition the district court to
imposey assessy and recover the civil penaltye.

{2y An action under subsection (1) of this section is

—4= S8 292
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not a bar to enforcement of this chapter or rules or orders
made under it by injunction or other appropriate remediese

{3} Moneys collected hereunder shall be deposited in
the state general fund.

Section S« There is a new Re.CeMe section numbered
40-3516.1 that reads as follows:

40-3516.1le Favored agent or insurer —-- coercion of
debtorse (1) No person may require as a condition precedent
to the 1lending of money or extension of credit or any
renewal thereof that the person to whor such money or credit
is extended or whose obligation a creditor is to acquire or
finance negotiate any contract of insurance or renewal
thereof through a particular insurer or group of insurers or
agent or solicitor or qroup of agents or solicitors.

{2} No person who lends money or extends credit may:

fa) solicit insurance for the protection of real
propertys after a person indicates interest in securing a
first-mortgage credit extensions until such person has
received a commitment in writing from the lender as to a
1oan or credit extension;

{b) wunreasonably reject a contract of insurance
furnished by the borrower for the protection of the property
securing the credit or liens A rejection is not unreasonable
if it is based on reasonable standardss uniformly applieds

relating to the extent of coverage required and the
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financial soundness and the services of an insurer. Such
standards may not discriminate against any particular type
of insurer or call for rejection of an insurance contract
because the contract contains coveraae in addition to that
required by the credit transactione

{c) require that any borrowers mortgagors purchasers
insurers solicitors or agent pay a separate charge in
conpection with the handling of any contract of insurance
required as security for a loan on real estate or pay a
separate charge to substitute the insurance policy of one
insurer for that of another. This subsection (2)}(c) does
not include the interest which may be charged on premium
loans or premium advancements in accordance with the terms
of the loan or credit document.

{d} wuse or disclosey without the prior written consent
of the borrowers mortgaqore or purchasersy information taken
at a time other than the making of the loan or extension of
credit relative to a contract of insurance which is required
by the credit transactions for the purpose of replacing such
insurance;

{e) require any procedures or conditions of licensed
agentss solicitorse or insurers not customarily reguired of
those agentss solicitorss or insurers affiliated or in any
way connected with the person who tlends money orf extends

credita
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{3) €ach person who lends money or extends credit and
who solicits insurance on real and perscnal property subject
to subsection (2) of this section wmust explain to the
borrower in writing that the insurance related to such
credit extension may be purchased from an insurer or agent
of the borrower®s choices subject only to the lender®'s right
to reject a given insurer or agent as provided in subsection
{2)(b}« Compliance with disclosures as to insurance required
by truth—in-lending laws or comparable state laws shall be
compl iance with this subsectione

{4) The commissioner may examine and investigate those
insurance-related activities of any person which may be in
vioglation of this section. Any affected person msay submit to
the commissioner a complaint or material pertinent to the
enforcement of this sections

{5) Nothing herein prevents a person who lends money
or extends credit from placing insurance on real or personal
property in the event the mortgagors borrowers or purchaser
has failed to provide required insurance in accordance with
the terms of the loan or credit document.

{6) Nothing contained in this section applies to
credit 1ife or credit accident and health insurancee.

Section 6. Section 40-3501y ReleMe 1947+ is amended to
read as follows:

“40-3501. Purposes of trade practices law. The purpose
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of sections—468-3561--throwgh—48-35+5 4this chapter is to
regulate trade practices in the business of insurance in
accordance with the intent of Longress as expressed in the
Aet—of——Congress——of——Merch—9vy——1945——tPubtie—taw-15v—F9th
congress—{ehv—280y—50-tx—Ss—Statv—at-tarqge—333+ Pals T9-15.
which was approyed March 95 1945« by definings or oroviding
for determination ofy all such practices in this state which
constitute unfair methods of competition or unfajr or
deceptive acts or practices and by prohibiting the trade
pfactices so defined or determined.®

Section Te Section 4#0-35l4s ReCeM. 1947+ is amended to
read as follows:

®40~3514. Desist orders for prohibited practices.
{1) Ifs after a3 hearing thereon of which notice of such
hearing and of the charges against him were given such
persons the commissioner finds that any person in this state
has engaged or is engaging in any act or practice defined in
or prohibited wunder this chapters the commissioner shalt
order such person to desist from such acts or practicese.

{2) Such desist order shall become final upon
expiration of the time allowed for appeals from the
commissioner®"s ordersy if no such appeal is takens ore in
event of such an appeals upon final decision of the court if
the court affirms the commissioner®s order or dismisses the

appeal. An intervenor in such hearing shall have the right
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to appeal as provided in section 40-3515 (3).

{3) In event of such an appeals to the extent that the
commissioner®s order is affirmed the court shall issue its
own order commanding obedience to the terms of the
commissioner®s ordere

{4) No order of the commissioner pursuant to this
section or order of court to enforce it shall in any way
relieve or absolve any person affected by such order from
any other tiabilitys penaltys or forfeiture under lawe.

15y -—¥iotation—of-any—such—desist-order—shadl—be-deemed
to—be-snd-shait—he-punishebie—as—o-viotation—of—this-codes

£63({5%) This section shall not be deem;d to affect or
prevent the imposition of any penalty provided by this code
or by other law for violation of any other provision of this
chapters whether or not any such hearing is called or held

or such desist order issuede®

READ AS FOLLOWS:
*40-3512. Unfair discriminations rebates
prohibited-—-propertys casualtys surety insurancese {1) No
titles propertys, casualty or surety insurer or any employee
or representative thereofs and no agents or solicitor shall
paysy allows or givey or offer to pays allow or gives

directly or indirectliye as an inducement to insurances or

after insurance has been effecteds any rebate, discounts
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abatements credit or reduction of the premius named in the
policy of insurances or any special favor or advantage in
the dividends or other benefits to accrue thereons or any
valuable consideration or inducement whatevers not specified
in the policys except to the extent provided for in an
applicable filing with the commissioner as provided by tawe.

(2) No insured named in a pelicys nor any employee of
such insured shall knowingly receive or accept directly or
indirectlys any such rebates discounts abatements credit or
reduction of premiume or any such special favor or advantage
or valuable consideration or inducement.

(3) No such insurer shall make or permit any unfair
discrimination either between insureds or property having
like insuring or risk characteristicse or between insureds
because of races colore creede or national oriqing in the
premium or rates charged for insurances or in the dividends
or other benefits payvable thereons or in any other of the
terms and conditions of the insurance.

(4} Nothing in this section shall be construed as
prohibiting the payment of commissions or other compensation
to duily Tlicensed agentss or solicitorss or as prohibiting
any insurer from allowing or returning to its participating
policyholdersy members or subscriberss lawful dividendss
savings or unabsorbed premium depositse®™

Section 9. Repealere. Section 40-35i69 ReleMa 1947y is
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1 repealeda

~End—
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