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A BILL FOR AN • 

OF NONPROFIT CORPORATIONS TO PROVIDE PREPAID LEGAL SERVICES 

AND TO REGULATE THE ACTIVITIES OF SUCH CORPORATIONS.• 

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

Section 1. Short title. [This act) eay be cited as the 

•Prepaid Legal Services Act•. 

Section z. Purpose. The purpose of [this act] is to 

pereit and encourage the for•atlon of nonprofit prepaid 

legal services plans in order to •ake legal services eore 

available to the public. 

Section 3. Definitions. As used in [this act]• t'i 
following definitions apply: 

(1) •Attorney• .. ans a person who is currently an 

active eeeber of the state bar of Montana. 

(2) •Applicant• .eans a person applying for a contract 

for perforaance of legal services through a corporation 

organized or operating under {this act]. 

(3} •co .. issioner• •eans the co .. lssioner of insurance 

of the state of Montana. 

(41 •contracting attorney• •eans an attorney who has 

entered into a contract with a legal services corporation as 
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provided In [section 9]. 

(5) •Legal services corporation• .. ans a nonprofit 

corporation organized for the purposes of establishing and 

operating a nonprofit plan or plans under which prepaid 

legal services or rel~urse .. nt therefor Is furnished to 

IMttM)er5o 

(b) •Ma.ber• .. .,.s a person entltl ed to the 

perforeance of legal services under a contract with a legal 

services corporation. 

(l) •"--bership contract• .. ans any agr--ntw 

contract. or certificate by which a legal services 

corporation describes the legal services to which Its 

eeebers are entitled. 

Section 4• Purposes of legal services corporation. (1) 

A 1 egal services corporation eay be organized for the 

purposes of: 

(a) establishing and operatinq a voluntary, nonprofit 

plan or plans under which legal services or rel•burse.ant 

therefor Is furnished to persons who beca.e .. ~ers or 

beneficidries; 

(b) acting as agent or intereediary for other legal 

services corporations, for governeental bodies or agencies, 

or for other corporations. associations, partnerships. or 

individual~ in the field of legal services; and 

the pro.otion of social 
welfa?-1 tBgh 6es97 

1 N T R 0 n U C E D B I L L 

(c) 
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and through charitable• educ.tionalo and related activities. 

(2) No profit organization eay be a legal services 

corporation. No groupo association. or organization created 

for or engaged in business or activity for profit, provision 

for the Incorporation of which is eade by any of the 

corporation laws of this state. eay be organized or 

operated. directly or Indirectly, as a legal services 

corporation. 

Section s. Application of other laws. (1) A leqal 

se•·vices corporation is subject to the provisions of the 

Montana Nonprofit Corporation Act to the extent that such 

provisions .,.. not in conflict with the provisions of (thh 

act]• 

C2t A legal servic- corporation which 

[this act] is not considered as being 

co11plies 

enqaged 

with 

in the 

business of Insurance or transacting insurance business and 

is not subject to the l.ws regarding insurers. 

Section 6. Application of Montana Adainlstrative 

Procedure Act. All final adalnistrative actions or decisions 

of the coaaissioner under (this act] are subject to judicial 

revi&M In accordance with the Montana Ad•inlstratlve 

Procedure Act. 

Section 7. Participation contracts -- agree.ents with 

insurers. (1) A legal services corporation .ay contract with 

other legal services corporations and insurers licensed to 

-3-
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do business in Mont.na for joint participation through 

eutualization contract agreeaents or guaranty treaties and 

may otherwise cede or accept legal services obligations from 

such organizations. Prior to their effectiveness. the 

contract for•s• docu.ents. treaties, or agree .. nt forMs must 

be filed with and approved by the co .. issioner as being in 

accordance with the plan of operation of the corporation. 

(2t The ca.alssioner .ay issue such rules concerning 

participation contracts and agreements with insurers as he 

considers necessary to carry out the purposes of [this act]• 

Section 8. Menageaent and exclusive agency contracts. 

(1) Mo legal services corporation •ay enter into an 

exclusive agency or .anege .. nt contract unless the contract 

is first filed with and approved by the co .. issioner. 

(2) The coeaissioner shalt disapprove a contract 

subeitted under subsection (1) if he finds that: 

(a) it subjects the corporation to excessive charges; 

(b) it extends for an unreasonable period of ti~e; 

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

perforeance; 

(d) the persons e~owered under the contract to aanage 

the corporation are not sufficiently trustworthy• competent• 

and free froe conflict of Interest to give reasonable 

assurance that the interests of the corporation•s 

particioants and creditors and the interests of the public 

-olt-
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will be protected; or 

(e) the contract contains provisions which are likely 

to iapair the interests of the corporation•s participants or 

creditors or the interests of the public. 

Section_,9. Agrea.ents with contracting attorneys. A 

legal services corporation aay contract with attorneys in 

such a manner as to assure to each participant holding a 

membership contract of the corporation the furnishing of 

such legal services by a contracting attorney as agreed upon 

in the membership contract• The corporation •ay ll•lt in the 

.embership contract the types and extent of benefits and the 

circumstances in which legal services will be furnished• 

Section 10. Corporation to have a sufficient nu•ber of 

contracting attorneys. Before Issuing any .eabershlp 

contracts, a legal services corporation shall have contracts 

with a sufficient nu•ber of contracting attorneys to enable 

it to fulfill its contractual obligations to its .sabers. As 

lonq as the corporation has obligations under .eabership 

contracts, it shall aalntaln contracts with a sufficient 

number of contracting attorneys. Ten percent of the 

currently active •embers of the state bar of Montana is 

always sufficient. The co .. lssloner aay allow a legal 

services corporation to operate with less than lOl of the 

active ~e•bers of the state bar of Montana under contract If 

the coMMissioner deteraines that the nu.Oer of attorneys 
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under contract Is sufficient -der the circuutances. 

Section 11• Noninterference with attorney-client 

relationships. {1) A legal services corporation aay not 

Itself pr•ctica •- In any .. nner nor .ay it control or 

atteapt to cont.rot the rel•tions bat.,_n a .. aber and the 

•eabvr•s attorney. It shall confine its activities to 

contracting as an agent on behalf of Its •..O.rs for legal 

services to be rendered by contracting attorneys who •ay 

never be eaployees of the corporation but aust always be 

Independent contractors .. lntalning direct attorney-client 

relationships 111ith the -~rs. 

(2t A legal services corporation .ust offer the sa.a 

contract ter•s to all attorneys who desire to becoae 

contracting attorneys. 

Section 12. Me8bershlp contracts. A legal services 

corporation shall issue a aeabership contract to each 

applicant it accepts as a .. aber. A .. 8bership contract •ay 

be on an indlvidualo group. or franchise basis and aay 

provide for payeents to help defray the costs of legal 

services provided by noncontractlng attorneys. 

Section 13. Definition of enrollaent representative. 

(1) A person whoo for coapansation, solicits meebership in a 

prepaid legal services plan offered by a legal services 

corporation 

corporation. 

i 5 an enrollaent representative of that 

-6-
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(2) For the purposes of {this act)• an enroll .. nt 

representative does not include an individual: 

(a) eaployed by enroll .. nt representatives for the 

parfor.ance of clerical, stenographic, and si•ilar office 

duties; 

(b) e•ployed for taking applications for coverage on a 

nonregular basis In the office of an enroll.ant 

representative; 

(c) ~ho secures and forwards infor.atlon for an 

existing group contractor for the purpose of enrolling 

individuals under an existing group contract. 

Section 1"• Licensing of enroll .. nt 

(1) Each legal services corporation 

ca..lssloner through Its proper officer 

representatl ves. 

shall notify the 

or agent of the 

na ... title• and address of each person It desires appointed 

as an enroll~nt representative. The notice eust be 

acca.panied by a written application upon a for• furnished 

by the co .. lssioner fro. the appointee. 

(2) The ca..issioner shall issue an appointee a 

license to act as an enroll.ant representative of the 

corporation if• upon receipt of the ~ritten application 

provided for in subsection (1) acco•panied by the proper 

feet it appears that the appointee: 

(a) is a co•petent and suitable person who intends to 

hold hieself out in good faith as the corporation• s 
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enroll .. nt representative; and 

(b) qualifies under the provisions of this section. 

(3) If the co .. issioner considers it desirablet he may 

require an appointee to sub•it to an exa•ination to 

deter•ine the qualifications of the appointee to act as an 

enrolleent representative. The exaaination shall inquire 

into an applicant•s knowledge of the provisions of (this 

act} and of the for•s subeitted and used by the employing 

corporatoon. 

(Itt Upon receipt by the coeeissioner of notification 

froe a legal services corporation that the corporation 

desires a particular individual to be appointed as its 

enroll.-nt representative. that person has a temporary 

enroll .. nt representative's license until the co•missioner 

notifies the corporation of action taken upon the 

application• If the co .. issioner rejects the application, 

the prospective appointee's eligibility to act as an 

enroll .. nt representative ceases on the day the corporatic .• 

is notified of a final rejection. 

15) The co .. issloner shall notify both the appointee 

and the corporation in ~rltlng of any refusal to grant a 

license. No application eay be finally rejected without a 

hearing or exa•lnatlon. 

Section 15. license renewal. Unless revoked by the 

co-issioner or unless the corporation by written 

-8-
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notification to the co .. lssloner cancels the authority of an 

enroll.ent representative to act for ito a license Issued or 

a renewal thereof expires on January 1 after Its Issuance. A 

license aay be renewed annually upon payaent of the annual 

license renewal fee as provided in [section 21]• 

Section 16. Suspension and revocation of license. (1) 

The co.nissioner eay suspend for not eo'e than 12 aonths or 

revoke or refuse to continue any license issued under (this 

act) if he finds that as to the licensee any one or .ore of 

the following causes exist: 

(a) any cause for which Issuance of the license could 

have been refused had It then existed and been known to the 

commissioner; 

(b) obtaining or atteaptlng to obtain a license 

through misrepresentation or fraud; 

(c) violation of or nonca.pliance with applicable 

provisions of [this act] or willful violation of any lawful 

rule or order of the co .. lssioner; 

{d) eisappropriation or conversion to his own use or 

illegal withholding of aoney or property belonging to the 

legal services corporationo its aeebers. oeneficiariest or 

others and received In the conduct of business under the 

license; 

(e) conviction of a felony Involving aoral turpitude; 

(f) fraudulent or dishonest practices In the conduct 

-9-
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of his affairs under the license; or 

(g) incoapetence, untrustworthiness, or injury and 

loss to the public while acting under the license. 

(2) No action .ay be taken under subsection (1) unless 

a hearing has b- granted the llcens- with 20 days• 

notice. The notice and the reasons for the co .. lssioner•s 

action IIUSt be sent. by certified .ail to the llcens- and 

the corporation. 

Section 17. For- filing. disapproval by 

ca..lssloner. (1) A copy of all for•s of the aeabershlp 

contract or any type of endorseaent or rider aust be filed 

with the co .. lssloner within 30 days after that for• Is 

first used. When a fore does not COIIply with the 

requi~e.ents of (this act)• the co .. lsstoner shall notify 

the corporation in writing of that failure and Include the 

reasons for his opinion• Unless the corporation requests a 

hearing within 10 dayso notice by the coealssloner disallows 

use of this for• by the corporation. If the corporation 

challenqes the co .. lssloner•s disallowance of a for•• the 

co~poration shall request a hearing on that Issue. The 

coamissione~ shall schedule a hearing as soon as practicable 

bUt not less than 15 days fro• the date of the request. If 

tha comaissloner finds, after the hearingo that the fore Is 

not in coapliance with [this act]• he aay disapprove the 

fo~• and Issue a final order to that effect. Notice of 

-lo- /-t B ~ 9 I 
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disapproval. including the grounds for disapproval • .ust be 

presented to the corpo~ation ~ithin 30 

hearing. The final o~de~ is effective 

presentation of the notice of disdpproval. 

days after the 

JO days after 

(21 A corporation whose fores have been ordered 

discontinued by the co•elssloner eay appeal, within 15 days 

after an order. to a district court. The court. upon filing 

of the proper petition, shall cause the fores and orders of 

the c~issloner to be brought before ito and upon hearing 

th~ case. the court shall either afflre or reverse and 

vacate the order of the coe.issioner. 

13t The court .. y suspend or stay a final order of the 

co .. lssioner under this section pending trial of the issues 

or an appeal. 

Section 18. Financial security. (1) The corporation 

shall eaintain at all tiees unobligated funds adequate to 

eeet: 

cat 

(b) 

(21 

its obligations under ee.Oership contracts; and 

all costs and expenses. 

In addition, reserves of a legal services 

corporation In cash, certificates of deposit, obligations 

issued or guaranteed by the governeent of the United States, 

or other assets approved by the co.mlssioner eust be 

aaintained In an aeount not less than the lesser of: 

(at $500,000; or 
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CbJ an a.ount equal to 1 .anth's average inca.e froe 

dues or fees paid to the corporation by Its eeebers or 

beneficiaries. 

(l) The det2reination of elnieue reserves is subject, 

as to aeounts payable to contracting attorneys, to any right 

of the corporation to prorate aeounts under the terms of its 

contracts vlth contracting attorneys. The coe•issioner •ay 

decrease or suspend the requireeents of this section if he 

finds that the action Is in the best Interest of the •embers 

of the corporation. 

Section 19. Annual 

corporation shall •ake 

report. 

and file 

Each legal services 

annually with the 

co .. issioner before March 1 a report under oath settlnq 

forthr 

(11 the naae of the corporation; 

(21 the address of Its registered office in this state 

and the naee of its registered agent at that address; 

(3) the naaes and addresses of its directors a•~ 

officers; 

(41 a brief stateeent of the character of the affairs 

vhlch the corporation is actually conducting; 

(51 the amount of all dues or fees collected from its 

eeebers in the last fiscal year. the amounts actually ?aid 

during that year for legal services fo~ the benefit of its 

.eebers or beneficiaries, and the amounts placed in 

-12-
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reserves; 

(6) a balance sheet and state.ent of incoee and 

expenditures for the aost recent fiscal year of the 

corporation, prepared and verified by two officers of the 

corporation and certified by a certified public accountant; 

and 

(7) a state•ent of any other facts or lnfor•atlon 

concerning the financial affairs of the legal services 

corporation which •ay be reasonably required by the 

co..,issioner. 

Section 20. Exa•lnation of a legal services 

corporation. (1) If the c~issioner believes a legal 

services corporation is unable or potentially unable to 

fulfill its contractual obligations to its •eeberso the 

coamissioner say conduct an exa•lnation of that corporation. 

(2) Each officer, e•ployee, or agent of a legal 

services corporation exasined shall produce and eake 

available to the co .. issioner or his exa•iners the accounts, 

records• docueents• filest inforeation, assets, and •attars 

in his possession or control relating to the subject of the 

exdmination. 

(3) The co••lssloner or his exa•lner shall •aka a 

verified report of the exaeination. 

(4) The report shall coeprise only facts appearing 

from the books, papers, records, and docuaents of the 

-13-
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corporation exaeined; f~cts ascertained fro• the testieony• 

under oatht of individuals concerning its affairs; and 

conclusions and reco ... ndatlons as warranted by those facts. 

(5t The co.elssioner shall furnish a copy of the 

proposed report to the corporation exaeined not less than 20 

days prior to Its filing in his office. If the corporation 

requests a hearing, In writing, within the ZG-day period• 

the co .. issloner shall grant one with respect to the report 

and shall not file the report until after the hearing and 

after eodlflcatlons• If any, ~hat the coeelssloner considers 

proper. 

Section 21. Fees. Clt Each legal services corporation 

MISt pay the following fees to the co .. lssloner for 

enforce .. nt of the provisions of [this act]: 

(a) enroll.ant representative•s license: 

(I) application for an original license including 

exaMination and issuance of license•••••••••••••••••••••llO; 

(II) annual renewal••••••••••••••••••••••••••••••••' 5; 

(b) filing any other state .. nt or report••••••••••' I; 

(c) for a certified copy of any docu .. nt or other 

paper filed in the office of the co .. lssioner••••••••••••••• 

••••••••••••••••••••••••••••••••••••••••••••SO cents a page; 

(d) for the certificate and for affixing the seal 

thereto~••••••••••••••••••••••••••••••••••••••••••••••••' 1; 

(e) filing of a ae~ership contract•••••••••••••••SlOo 

-lit- .H B 091 
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(f) 

( gt 

filing of a .. .oership contract packaqe ••••••• S2SI 

filing the annua1 report••••••••••••••••••ZO cents 

for each individual or faaily unit the corporation covered 

at the c!ose of the year to ~hich the annual report is 

applicable. with a ainl.ua of 1100. 

(2) The co .. issioner shall deposit 

treasurer to the credit of the qeneral 

with the state 

fund all fees 

received by hia under this section. 

Section zz. Preaiua tax exeaption. A legal services 

co~poration Is exe.pt froe all prealue taxes. 

Section 23. Grievance procedure -- coeplaints against 

the corporation. A ...O.r of a legal services corporation 

who believes hiaself to be aggrieved by any act or oalssion 

of the corporation or Its officers. directors• or eaployees 

aay file a stateeent In writing of his grievance in the 

office of the co .. lssloner• and the co .. issloner aay 

investigate the grievance. No Investigation by the 

c~tssloner aay act as a bar to any suit In a court of 

coapetent jurisdiction Instituted by the aggrieved .eaber or 

as a bar to any defense by the Involved corporation. 

Section 2~. 

attorneys. The 

received by hla 

Grievance procedures -- coaplaints against 

co .. issioner shall refer any coaplaints 

concerning the conduct of contracting 

attorneys to the co .. ission on practice of the Montana 

supre- court. 
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Malpractice insurance. Contracting 

aaintain such aalpractice Insurance as the 

corporation considers proper. The co .. lssioner May establish 

a rule setting a ainiaua aaount of aalpractice coverage to 

be Maintained by each contracting attorney. 

Section 26. Nonliabillty for attorney•s •alpractice. 

A legal services corporation and its officers and directors 

are not liable for daaage~ resulting froa neglect, 

al~feasance. •alfeasanc•• or .alpractice on the part of any 

contracting attorney. 

Section 21. Trade practices prohibited. In order to 

regulate trade practices of legal services corporations, the 

follo~ing prohibitions are i•posed: 

(1) No person aay aake• issue, circulate, or cause to 

be aade• Issued, or circulated any estiaate. circularo or 

statement alsrepresentlng the ter•s of any legal services 

corporation aeabership contract issued or to be issued or 

the benefits or advantages proeised thereby. 

(Z) No person aay aakeo publish, disseminate. 

circulate, or place before the public or cause, directly or 

indirectly, to be aade9 published• disseainated• circulated, 

or placed before the publico in a newspaper, magazine, or 

other publication; in the for~ of a notice. circular, 

paaphlet, letter, or poster; over any radio or televisior. 

station; or in any other way, an advertisement, 
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announce•ento or stat ... nt containing any representation 

with respect to the business of a legal services corporation 

which is false or aisleadlng. 

(3) No person aay •aka or issue or cause to be -de or 

issued any written or oral state.ent •lsrepresenting or 

aaking inco•plete co•parisons as to the ter•s• conditions, 

or benefits contained in any legal services corporation 

membership contract tending to induce a ... ber to cancel or 

convert any •e•bership contract. 

{4) No person •ay file with any public official; aakeo 

publish, diss .. inateo circulate, or deliver to any person; 

place before the public; or cause, directly or indirectly, 

to be aade. published, disse•inatedo circulated, delivered 

to ~ny person• or placed before the public any false or 

aisleading state.ent concerning the financial condition of a 

legal services corporation with Intent to deceive. 

(51 No person aay •ake any false entry in any booko 

report. or state.ent of any legal services corporation with 

intent to deceive any agent or exa•lner lawfully appointed 

to exaaine its condition or any of Its affairs or any public 

official to whoa the legal services corporation is required 

by law to report or who has authority by law to exa•lne its 

condition or any of Its affairs. No person aayo with like 

intent, willfully oait to aake a true entry of any eaterial 

fact pertaining to the business of the legal services 

-11-

1 

2 

3 

.. 
s 

6 

1 

8 

9 

10 

11 

12 

13 

1 .. 

lS 

16 

17 

18 

19 

20 

21 

22 

23 

21t 

Z5 

LC 147,/01 

corporation in any book, report• or stat ... nt of the legal 

services corporation. 

(6) No person aay •aka, publish, disse•inate, or 

circulate, direcu, or lndlrectl,, or aide abetw or 

encourage the -king, publishing, di ss-i nat I 119• or 

circulating of any oral or written state.ant or any 

paaphleto circular, article, or literature Which Is false or 

aallclously critical of or derogatory to the financial 

·condition of a legal services corporation or of an 

organization proposing to beca.e a legal urvlces 

corporation and which is calculated to Injure any person 

engaged or proposing to engage ln the business o~ operating 

a legal services corporation• 

(lt No person -Y enter Into an agr--nt to c-It 

oro by any concerted action, co..it any act of boycott• 

coercion, or inti•ldatlon resulting in or tending to result 

In unreasonable restraint of the operation of legal services 

corporations. 

{8) No person aay knovlngly aake or per•lt any 

unreasonable discri•ination betveen individuals in any 

classification established by a legal services corporation 

as to the aaount of dUes or rates charged for any ..-bership 

contracto the benefits payable thereunder, any of the ter•s 

and conditions of the contract. or any other •atter. 

However, a legal services corporation aay, within the 
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discretion of its board of directors. li•lt or define the 

clas~es of persons Mho are eligible to become •e•bers. li•lt 

and define the benefits which it Ni11 furnish• and define 

such benefits as It undertakes to furnish into classes or 

kinds. A legal services corporation •ay •ake available to 

its ee~ars legal services or rei~urseMent therefor as the 

board of directors of that corporation •ay approve. 

Section 28. Certain exclusions. (lt Nothing contained 

in (subsection (S) of section Z7) includes within the 

~finitlon of discri•lnatlon any of the follONing practices: 

(a) readjust-At of the rna of pay .. nt for -llbershlp 

in a legal servicea corporation under a group contract based 

on the loss or expense experience thereunder at the end of 

the first or any subsequent contract year thereunder Nhich 

.ay be •ada retroactive only for that contract year; 

(b} In the case of ...Oershlp contracts Issued on the 

preauthorlzad bank draft or sl•llar plansw •aking allowance 

to ..abers in an ..aunt vhich fairly represents the saving 

in collection expanse; 

(C) reduction of the rate of pay•ent for group 

contracts covering a large nueber of .. .oers not exceeding 

savings in adeinistrative expenses reasonably attributable 

to these contracts as coepared with contracts offering 

si•ilar benefits to ~•a11er nu•ber~ of ee•ber~; 

(d) Issuing Individual .. .oership contracts on a 
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•sal ary savings• or payroll deduction plan reasonably 

co .. ensurate with the savings aade by use of such plan. 

121 Nothing in [this act] gives the co .. issioner power 

to fix and determine a rate level by classification or 

otherwise. 

Section 29. Notice of violation -- conference. If the 

co .. issloner for any reason has cause to believe that a 

violation of [this act] has occurred or is threatened• the 

co .. issloner eay give written notice to the legal services 

corporation and to the representatives or other persons who 

appear to be involved in the suspected violation to arrange 

a conference with the alleged violators or their authorized 

representative for the purpose of atteapting to ascertain 

the facts relating to the suspected violation and. in the 

event it appears that a violation has occurred or is 

threatened. to arrive at an adequate and effective aeans of 

correcting or preventing the violation. 

Section 30. Cease and desist order -- hearing. tlJ T .e 

co .. lssloner acting In the naae of the state •ay Issue an 

order directing a legal services corporation or a 

representative of a legal services corporation to cease and 

desist fro• engaging in any act or practice in violation of 

the provisions of [this act]• 

(2) Within 15 days after service of the order. the 

respondent aay request a hearing on the question of whether 
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acts or practices in violation of [this act] have occurred. 

The hearing .ust be conducted under the Montana 

Administrative Procedure Act. 

Section 31. Injunctive relief. If there has been a 

violation of the provisions of [this act) and the 

co~issioner elects not to Issue a cease and desist order 

or if there is nonco.pliance with a cease and desist order 

issued under [this act)• the co .. issioner eay Institute a 

proceeding to obtain Injunctive relief, receivership• or 

other appropriate relief In the district court of the county 

in which the violation occurred or in which the principal 

place of business of the legal services corporation Is 

located. Any proceeding under this section .ust confor• to 

the requirements of Title 27o except that the coa•lssioner 

15 is not required to allege facts tending to show the lack of 

16 an adequate re.edy at law or tending to show Irreparable 

17 dapage or loss. 

16 Section 32. Dissolution. A dissolution or liquidation 

19 of a legal services corporation .ust be under the 

20 supervision of the co .. issionero and ...Oers• clal•s •ust be 

21 given priority over all other clal•s except cost of 

22 liquidation. 

23 Section 33. Method of dissolution. A legal services 

24 corporation •ay be dissolved at any ti.e by a vote of its 

25 board of directors after such action has been approved by 
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the ca..issioner. In the case of voluntary dissolution, the 

disposition of the affairs of the corporation eust be eade 

by the officers, and when the liquidation has been coepleted 

and a final state.ent has been filed with and approved by 

the co.eisslonero the provisions for voluntary dissolution 

under the Montana Nonprofit Corporation Act .ust be followed 

to dissolve the corporation. In all other cases In Mhich a 

legal ~ervlces corporation is found to be insolverrt or to 

have violated the provisions of [this ac~]• on a 

deter•lnation of that condition and after due notice and 

hearing, the affairs of the corporation .us~ be disposed of 

by a liquidator appointed by and under the supervision of 

the c0881ssfoner. 

-End-
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STATE OF MONTANA 
REQUEST NO. 463-79 

FISCAL NOTE 

Form JU)-/.'i 

.. 
In compliance with a written request received __ M.ili~hJL ___ . ________ , 19 _]_2__ , there is hereby submitted a Fiscal Note 

- for __ H<.~IJ~~---Bil!_69 .L. _____ --------- - porsuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly . 
.!' 

... 

~ 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 691 is an act to permit the formation of nonprofit corporations to provide prepaid legal 

services and for their regulation by the Commissioner of Insurance. 

ASSUMPTIONS: 

1. Act effective july 1, 1979. 
2. One additional PTE required. 
3. Desk, calculator and typewriter required. 
4. Commissioner required to design forms to gather information, license enrollment representatives, 

approve forms, handle complaints. 

FISCAL IMPACT: 

Additional revenue from license and other fees 

Less: Additional expenditures 
Personal services 
Operating expenses 
Eq uipmcnt 

Net additional cost due to proposed legislation 

The additional cost must be funded from the State General Fund. 

FY80 

s 0 

12,200 
2,800 
1,500 

16,500 

$16,500 

FY81 

s 500 

12,932 
2,050 

0 

14,982 

$14!482 

,/2..:.-t. ..__.~ or. ,f ~ ==:J r 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ")./f.(' L 7 ~ r . ., 
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STATl~ENT OF INTENT RE: HB 691 

If the commis~ioner chooses to exercise his discretion 

issue rule~ unrlcr Sl(2) of [the ~ct] then the following 

6 constder .. itions should guide him. 

1 fhP purpose ot the law is to tacilitate the providing 

~ leqal services through~ prepaym~nt pldn. This is similar to 

1:1 

11 

in th~ir infancy many years ago. 

Jh~~ w.ltcttlrlord shoul(1 Pase in estdbl ishin•J such plans becaus1 .. ~ 

th~ initial plans ..-jre likely to be small without l ar r;e 

1.? .. mounto. of Cdpital to cotnply with lenqthy dnd clet."liled rules 

1.3 dnd prDcedures. ltt~_: rules should saf~~gudrd the members by 

l't rr-quirinq thdt th:' contractinq attorneys .}~~ree to provi·Je 

1r) th·.o! servic~~s cluri!HJ tt1e term of tnf~ memtH~rship contracts. 

tt1<1t. t.hen~ mu~t hP '"' ::.uff i c i ent numht>r of 

17 contractin~ attornPys. It Lhe m~mber5hip contract is local 

Lri in scor;e thtm d sufficient nu!IL')er of loc<1l attorneys shoulf':i 

19 contr;1ct i n'J 1ttorneys. Co111p l emP nt a r y to this 

L!J considerdt.ion is th(• pu1 ict of the Leqislatun~ that memoers 

2 1 h·IV<' t reP cno ice of at. tor neys. Ttw spans or i ny organization 

.!.l shCiulrl not Si.H::.-cify ttlo attorneys av<'JilahlE.> to the members. 

2 ~ An y r ul e s p r 01•: u h]."1 t ~ d per t .:1 i n i n 9 to con t r il c t i n q a t to r n e y s 

l.4 shoulr1 111<.1ke the free choice of attorneys dn inteqral feature 

l~ of the rules. To further this goal the rules, if any, should 



1 make it edsy for an attornf>y to become <1 contractinn 

2 dttorney. For example• an atturney ~hould be ablP to become 

3 a contracting dttorney by submitting a claim ~fter havinq 

4 ~erformed services for a memb~r, so that th~re <1re not 

5 "rap'.~rwork" bJrriers to the member's ability to ohtain leq,Jl 

6 services when and where he desires. 

7 First adopted by the HDUSl: COt-HqTTE:l: 11N JUDICI.AHY on 

8 February 18, 1979. 
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STATEHENT OF INTE~T RE: HB 691 

If the co•~issioner chooses to exercise his discretion 

~ anJ issue rules under 57121 of [the act] then the following 

b considerations should guide hi•• 

7 The purpose of the law is to facilitate the providing 

3 legal services through a prepayeent plan. This is similar to 

9 medical prepayment plans in their infancy many years ago. 

10 The watcnword should ease in establishing such plans because 

11 the initial plans are likely to be small without lar~e 

12 amounts of caoital to comply with lenqthy and detailed rules 

13 and procedures. The rules should safeguard the members by 

14 requiring that the contracting attorneys agree to provide 

15 the s~rvi~es during the term of the membership contracts. 

16 This means that there must be a sufficient number of 

17 contractiny attorneys. If the ~e•bership contract is locat 

1~ in scnpP then a sufficient number of local attorneys shoul~ 

19 

20 

21 

oe contracting attornpys. Co•plementary to t~is 

consideration is the policy of the leqislature that memoers 

have free choice of attorneys. The sponsoring organization 

22 should not specify the attorneys availabte to the .e~bers. 

23 

24 

Any rules promulgated pertaining to contracting ~tturneys 

should ~ake the free choice of attorneys an integral feature 

2~ of the rules. To further this goal the rules. if any, shoul~ 

.. ·~ ,. ~ 
~ 

-, 
"' 

sake it easy for an attorney t? becoMe a contracting 

Z attorney. For e•a~ple. an attorney should be able to beco•e 

3 a contracting attorney by sub~itting a clal• after having 

~ performed services for a ~e•ber. so that there are not 

~ "paperwork" barriers to the •e•ber•s ability to obtain legal 

b services when and where he desires. 

1 

a 

First adopted by the HOUSE COMMITTEE ON JUOICIARY on 

February 18• 1979. 

H 6 6'1 I 
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HOUSE BILL NO. 691 

INTRODUCED SY HARRINGTON, RAHIRElt QUILICit 

KE~HJS, DAILY, COONEY, PAVLOVICH, YARDLEY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT THE FQP~ATIO~ 

OF ~G~PRUFIT CORPORATIONS TO PROVIDE PREPAID Lfr.AL SERVICES 

AND TO REGULATE THE ACTIVITIES OF SUCH CORPORATIO~S.• 

Bf IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. [This act) ~ay be cited as the 

"Prepaid Legal Services Act•. 

Section 2. Purpose. The purpose of {this act] is to 

permit and encourage the formation of nonprofit prepaid 

legal services plans in order to ~ake legal services ~re 

available to the public. 

Section 3. Definitions. As used in {this act], the 

following definitions apply: 

Ill •Attorney" means a person who is currently an 

active member of the state bar of Montana. 

(2) "Applicant• means a person applying for a contract 

for ~erformance of legal services through a corporation 

organized or operating under [this act]. 

{3) •Com.issioner• means the coa.issioner of insurance 

of the state of Montana. 

(4) •contracting attorney• ~eans an attorney who ha~ 
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entered into a contrdct with a legal services corporation as 

provided in [sec~ion q]. 

lSJ •teqal services corporation• means a nonprofit 

corporation organized for the purposes of establishln9 and 

ooerating a nonprofit ~lan or plans under which pr~paid 

\P.1al services or reimbursement therefor is furnished to 

.ambers. 

161 •Heaber• .cans a person entitled to the 

perfor•~nce of legal services under a contract with a legal 

service~ corporation. 

(7) •Meabership contract• 

contract, or certificate by 

corporation describes the legal 

ee•bers are entitled. 

.aans any agreement• 

which a legal services 

services to which its 

Section '+• Purposes of legal services corporation. (1) 

A leqal services corpor~tion ~ay be organized for the 

pur.poses of: 

(a} establishing .tnd operating a voluntary, nonprofit 

~lan or plans under which leqal services or reiaburse.ent 

therefor is furnished to persons who beco~e members or 

beneticidries.; 

(b) dCtinq as agent or inter~ediary for other legal 

services corporations, for governaental bodies or agencies. 

or for other corporations, associdtions, partnershi~s· or 

injividuals in the field of leq~l services; and 

-2- H~ 691 
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(c) the prooaotion of social "'elfare through· research 

dOd through charitable, educational. and relate1 activities. 

121 No profit or~aniLatiun may be a legal sPrvices 

corporation. "'o groupo association. or orqaniZdtion created 

for or engaged in business or acti~ity for profit• pro~ision 

for the incorporation of which is ~adP by any of the 

corporation la"'s of this state, ~ay be organized or 

operated, directly or indirectly, as a legal services 

cort»>ratlon. 

Section 5. Application of other laws. Ill A Jpqal 

servic~s corporation is subject to the provisions of the 

Kontana Monproflt Corporation Act to the extent that such 

provisions are not in conflict "'ith the provisions of (this 

act]. 

(Z) A legal services corporation which 

(this act] Is not considered as being 

co•p1i oes with 

engaged In the 

business of insurance or transacting insurance business and 

is not subject to the laws regarding insurers. 

Section 6. Application of Montana Ad•lnlstrative 

Procedure Act. All final ad•inistrative actions or decisions 

of the co .. issioner under [this act] are subject to judicial 

revie.. in accordance "'ith the Montana AdMinistrative 

Procedure Act. 

Section 7. Participation contracts -- agree•ents with 

insurers. (1) A legal services corporation ~ay contract with 
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other 1egd1 servoces corpo~ations and insurers lic~n~e~ •~ 

do busine&s in Montana for joint participation through 

~utua1ization contr~ct agreements or guar~nty tr~aties ~nd 

may other..,ise cede or dCCept lrlgdl services ohliqations from 

s.uc.h organizations. Prior to their effectiveness. th~ 

contract foras, docU<oentso treati est or <'~qrerlment for"'s FllUSt 

be filed with and approved by the com~issioner as being in 

accordance "'ith the plan of operation of the corporation. 

121 The c~•issioner •ay issue such rules concerning 

participation contracts and agreements with insurers as he 

considers necessary to carry out the purposes of [this act]. 

Section e. "anage .. nt and exclusive agency contr~cts. 

(l) No legal services corporation may enter into an 

exclusive agency or .. nage•ent contract unless the contract 

is first filed with and approved by the coMaissioner. 

(21 The COMMissioner shall disapprove a contract 

sub•itted under subsection (1) if he finds that: 

1 a) it subject5 the corporation to excessive char9e s; 

Cbl it extends for an unreasonable period of time; 

{c) it does not contdin fair and adequate stan~~rds of 

performance; 

(d) the persons e~o..,ered under the contract to manage 

the corporation are not sufficiently trust..,orthyo competent. 

and free from conflict of interest to give reasonable 

assurance thC1t the interests of the corporntion•s 

-4- HB &91 
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participants ana creditors and the interests of the public 

2 will be protected; or 

3 (e) tho contract contains provisions ~hich are likely 

4 to impair the interests of the corporation's participants or 

5 cre~itors or the interests of the public. 

6 Section q. ~greements with contracting ~ttorn~ys. A 

7 le·J~l services corporation may contract with attorneys in 

9 sue~ a manner as to assure to each participant holding a 

q meo•t-ership contract of the corporation the furnishing of 

10 such legal services by a contracting attorney as agreed upon 

ll in tr.:> "'""'bershi p contract. The corporation 11ay IIIIi t in the 

12 membership contract the types and extent of benefits and thP. 

l3 circumstances in which legal services will be furnished. 

14 Section 10. Corporation to have a sufficient number of 

15 contractong attorneys. Before issuing any •elllbership 

16 coo1tracts, a I ega I services corporation shall have contracts 

11 with d sufficient number of contracting attorneys to enable 

18 it to fulfill its contractual obligations to its ~embers. As 

l'l lono as the corporation has obligations under membership 

20 contracts, it shall maintain contracts with a sufficient 

21 numher of contr~ctinj attorneys. Ten v~rcent of tht' 

22 currently active •e~bers of the state bar of Montana is 

.23 always sufficient • The co.-issioner •ay allow a legal 

24 services corporation to operate with less than 10\ of the 

25 active memoers of ~he state bar of ~ontana under contract if 
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tne co~missioner deter•ines that the nuMber of 1ttorneys 

under contrac~ is sufficient under the circu•stances. 

Section 11. Nonin~erference with attorney-client 

relationships. (1) A legal services corporation .ay not 

itself practice law in any aanner nor •av it control or 

att~mpt to control the relations between a .e•ber and the 

member•s attorney. It shall confine its activities to 

contracting as an agent on behalf of its .embers for legal 

services to be r~1dered by contracting attorneys who may 

never be eaployees.of the corporation but .ust always be 

independent contractors aaintaining direct attorney-client 

relationships with the •••bers. 

(21 A legal services corporation •ust offer the saae 

co.,trac:t terms to all attorneys who desire to bPCO-

contracting attorneys. 

Section 12. Ke~bership contracts. A legal services 

corporJtion shall issue a •••bership contract to each 

dpplic~nt it accepts as a .ember.~ •embership contract may 

b~ on an individudlt groupt or franchise basis and ~ay 

provide for payments to help defray the costs of legal 

~ervices provt~ed by noncontractin~ ~ttorneys. 

Section ll· Definition of enroll.ent representative. 

(1) A person who, for coapensationt solicits me•bership in a 

pr~naid legal services pl~n offered by a leqal services 

corporation is an enrollment represPntative of t~at 

-6- HB 691 
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corporation. 

( Z 1 For the purposes of [this act )• ;,n enroll •<>nt 

repr~sentativ~ does not includ~ an in~ividual: 

(a) ewployed by enroll•ent r<>presentatives for the 

performance of clerical. stenographic. ana similar office 

duties; 

(b) employed for taking applications for covcraqc on ~ 

nonreqular basis in the office of an <tnro11 ,...nt 

representative; 

(cl ~ho secures and forwards inforaation for dfl 

ellisthlg group contractor for the purpose of enrolling 

individl.•als under an ex/ sting group contract. 

Section lit. Licensing of enroll~nt representatives. 

(l) Each legal services corporation 

co .. lssloner through its proper officer 

shaH notify 

or agent of 

the 

the 

name. titleo and address of each person it desires appointed 

as an enrolleent representative. The notice eust be 

accompanied by a written application upon a fore furnished 

by the coBDissioner froe the appointee. 

(2) The co•eissioner shall issue an appointee ~ 

license to act as an enroll~nt representative of the 

corporation if• upon receipt of the,written application 

provided for in subsection (1) accompanied by the prop<>r 

fe~" it appe~rs that the appointee: 

(a) is a competent and .. uitable pt!rson who intends to 
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hold hieself •.ut in good faith 'OS the 

enroll.ent representative; and 

corpor;lt ion'~ 

(o} qualifico under the provisions of this section. 

13} If the com~;ssioner considers it desirable, he may 

require an ap~ointe~ to sub~it to an exa~in~tion to 

deter~ine the qualifications of the 3ppointee tn 'OCt as an 

enrollment representative. The examination shall inquire 

into an applicant's knowledge of thP provisions of [t~is 

act) and of the for~s submitted and used by the emoloying 

corporation. 

(~) Upon receipt by the commissioner of notification 

fro• a legal services corporation that the corporation 

desires a particular individual to be appointed as its 

enroll.ent representative, that person has a tewporary 

enroll..,nt representative's license until the co~missioner 

notifies the corporation of action taken upon th" 

appl ication• If the co .. issioner rejects th~ ap~licationo 

the prospective appointee's 91igibility to act as an 

enrolleent representative ceases on the day the corporation 

is notified of a final rejection. 

(5) The coMmissioner shall notify both the appointee 

ana the corporation in writing of any refusal to grant a 

license. No application may be finally r<>jected without, 

hearing or examination. 

Section 15. License renewal. Unlt>ss revoked by th,.. 
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commissioner or unless the corporation by written 

notification to the commissioner cancels the authority of an 

~nrcllment representative to ~ct for it. a license issued or 

a rene~al thereof expires on January l after its issuance. A 

1icPnse may be renewed annually upon payment of the annual 

lice~se renewal fee as provided in (section Zl]. 

Section lb. Suspension and revocation of license. 111 

The commis~ion~r may suspend for not more than 12 m~nths or 

revoke or refuse to continue any license issued under [this 

act] if he finds that as to the licensee any one or more of 

the following causes exist: 

(a) any cause for which issuance of the license could 

nave teen refused had it then existed and been known to the 

commissioneri 

(b) obtaining or atteaptlng to obtain a license 

through misrepresentation or fraud; 

{c] violation of or noncompliance with applicable 

provisions of (this act] or willful violation of any lawful 

rule or order of the co••issioner; 

(d) mi~appropriation or conversion to his own use or 

illeg"l withholding of money or oroperty b<>lon'1ing to the 

legal services corporation, its aemberso beneficiarie~, or 

others and received in the conduct of business under the 

license; 

{,.) conviction of a felony involvinq •oral tuq,itur:le; 
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{f) fraudulent or dishonest practices in the conduct 

of his affairs under the license; or 

I <Jl incoepetenceo untrustworthiness. or injury and 

loss to the public while acting under the license. 

(2) No action •ay be taken under subsection (1) unless 

a hearing has been qranted the licensee with 2'1 days• 

notice. The notice and the reasons for the co .. issioner•s 

action •ust be sent by certified aail to the licensee and 

the corporation. 

Section 11. for•s -- filing, disapproval by 

co .. issloner. (1) A copy of all foras of the .aabership 

contract or any type of endorsement or rider must be filed 

with the co .. issioner within JO days after that for• is 

first used. When a for~ does not co•ply with the 

requireeents of {this act]• the coa.issloner shall notify 

the corporation in writinq of that failure and include the 

reasons for his opinion. Unless the corporation requests a 

hearin~ within 10 days, notice by the coaMissloner disallows 

use of this form by the corporation. If the corporation 

challenges th~ co .. lssioner•s disallowance of a forao the 

corporation shall request a h~aring on that issue. The 

co .. issioner shall schedule a hearing as soon as practicable 

but not less than 1'> days fro• the date of the request. lf 

the conmissioner finds, after the hearingo that the for• is 

not in compliance with [this act}• he ~ay disapprove the 
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fora and issue a final or~er to that effect. 'lat ice of 

disapproval, 

j)resented to 

hearin,;. The 

including the grounds for di~approv~lo ~ust he 

the corporation .. ithin 30 day~ dft<>r tt•e 

final order is eff<tetiv., ~0 <fays "fter 

presentation of the notice of disapproval. 

!21 A corporation -hose foras hav~ h~en ord'ero.?ct 

discontinued by the coaaissioner aay app~alt within IS d"Y' 

after an order, to a district court. The courto upon filing 

of the ~roper petition• shall cause the foras and orders of 

th<> co111missioner to be brouqht before itt <lOd upon hearing 

the c~seo the court shall either arfira or reverse ~nd 

vacate the order of the co .. lssloner. 

131 The court aay suspend or stay a final order of thP 

coaaissioner under this section pendin9 trial of the issues 

or an appeal. 

Section 18. Financial security. (1) The corpor.•tion 

shall 111<1intain at all tiMs unobl i'.Jated funds adequate to 

aeet: 

(a) 

(b) 

(2) 

its obligations under .. abership contracts; and 

all costs and expenses. 

Jn additiono reserves or a 1 egal services 

corporation in casho certificates or d~posito obliqations 

issued or guAranteed by the government of the United Stateso 

or other assets approved by the co .. issioner ~1st be 

maintained in an amount not less than the lesser of: 
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lat '~oO,tJO: or 

(bt an aaount equal to 1 ~onth's average income from 

dues or fees p2id to the corporation by its m~~bers or 

beneficrdrie~. 

(3) The deter~onation of ~inimum reserves is subject• 

as to amounts payaole to contractinq attorn~ys. to any right 

of the corporation to prorate aMOunts under the ter~s of its 

contracts Mith contracting attorneys• The co•missioner may 

decrease or suspend the require•ents of this section if he 

finds that the action is in the best interest of the members 

of the corporation. 

Section 19. Annual 

corporation shall •ake 

report. 

and file 

Each legal 

annually 

services 

with th<> 

co•missioner before March 

forth: 

a report under oath settinq 

(l) the naae of the corporation; 

(Z) the address of its registered office in this state 

and the naae of its registered a~ent at t~~t address; 

(3) the naDes and addresses of its directors and 

officers; 

(~) a brief statement of the character of the affairs 

Mhich the corporation is actually conducting; 

(5) th~ amount of all dues or fees collected from its 

•e•bers in the last fiscal year. the amounts ~ctu~lly paid 

during that year for legdl services for tht benefit of its 
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members or beneficiaries, and the amounts placed in 

reserves; 

(6) a balance sheet and statement of income- and 

"">'"nditures for the most recent fiscal year of t.he 

corporation, prepared and verified by two officers of the 

corporation and certified by a certified public accountant; 

and 

(7) a statement of any other facts or information 

concerninq the financial affairs of the legal services 

corporation which •ay be reasonably required by the 

commiss.•oner. 

Section 20. fxa•ination of a legal services 

corporation. Ill If th~ commissioner believes a legal 

~ervices corporation is unable or potentially un~ble to 

fulfil I its contractual obligations to its members• the 

commissioner may conduct an examination of that corporation. 

(2) Each officer• employee, or agent of a legal 

services corporation examined shall produce and 01ake 

available to the commissioner or his exarniners the e~ccounts, 

r~cords• documents, files, information• assets. and matters 

in his possession or control relating to the subject. of the 

examination. 

(3) The comelssioner or his exa•iner shall •ake a 

verified report of the examination. 

(4) The report shall comprise only facts appe~ring 
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fro• the bookso paper5• records• and docu~ents of the 

corporation ~a•ined; facts ascertained fro• the testimony. 

under oath, of individuals concerning its affairs; and 

conclusions and reco .. endations as warranted by those facts. 

(5) The coemissioner shall furnish a copy of the 

proposed report to the corporation exa•lned not less than 20 

days prior to its filing in his office. If the corporation 

requests a he3rinq, in writing. within the 20-day period, 

the co .. lssioner shall grant one with respect t.o the report 

and shall not file.the report until after the hearing and 

after modifications• if any• that the co .. lssioner considers 

proper. 

Section 21. fees. (1) Each legal services corporation 

•ust pay the following fees to the co .. issioner 

enforcement of thP provisions of [this act]: 

for 

(a} 

I i I 

enroll.ent representative's license: 

application for an oriqinal license including 

examination and tssuan~e of license•••••••••••••••••••••SlO; 

(iiJ annuJ1 renewal••••••••••••••••••••••••••••••••' ~; 

(b) 

(C) 

filinq any other stateaent or report••••••••••' l; 

for a c .. rtified copy of any docu-nt or other 

paper filed in the office of the co•missi~1~r••••••••••••••• 

••••••••••••••••••••••••••••••••••••••••••••50 cents a page; 

(d) for the certificate and for affixing the seal 

thereto•••••••••••••••••••••••••••••••••••••••••••••••••s li 
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(e) filing of a .eabership contract•••••••••••••••$101 

(f) filing of a ae•bership contract vackage ••••••• szs; 

(j) filing the annual report••••••••••••~·••••20 cents 

for each individual or fa•ily unit the corporation covered 

at the close of the year to which the ~nnudl report is 

applicable. with a ainimu• of llOO. 

(21 The co .. issloner shall deposit with the st~te 

treasurer to the credit of the general fund all fees 

received by hi• under this section. 

Section 22. Preaiua tax exeaption. 4 legal ~ervices 

corporation is exe•pt fro• all preaiua taxes. 

Section 2J. Grievance procedure -- coaplaints against 

the corporation• A ..-ber of a legal services corporation 

who believes hieself to be aqgriev~d by any act or oais~ion 

of the corporation or Its officers. directors. or e~ployees 

aay file a state .. nt in writing of his grievance in the 

office of the co.elssioner• and the coa•lssioner aay 

inve5tigate the grievance. No 

coDeissloner aay act as a bar to any 

investigation by the 

suit in a court of 

coapetent jurisdiction instituted by tne aggrieved aeMber or 

as a bar to any defense by the involved corporation. 

Section 24o Grievance procedures-~ coeplaints against 

attorneys. The co .. issioner shall refer any co~plaints 

received by hia concerning the conduct of contracting 

attorneys to the coa.ission on practice of the ~ontana 
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supre•e court. 

Section 25. Malpractice insurance. Contract i nq 

attorneys shall m~intain such malpractice insurance as the 

corporation considers proper. The commissioner may establish 

a rule setting a mini.u• a.ount of aalpractice coverage to 

b~ ~aint~ined by each contracting attorney. 

Section 26. Nonliabilit.y for attorney's malpr~ctice. 

A legal services corporation and its officers and directors 

are not 1 i able for da•ages resulting fro• neglect. 

•isfeasance, •alfeasance, or malpractice on the part of any 

contracting attorney. 

Section 27. Trade practices prohibited• In order to 

regulate trade practices of legal services corporations• the 

following prohibitions are i•posed: 

(1) No person .. y .eke• issue. circulate. or cause to 

be •aae. issued. or circulated any estimate, circular. or 

statement •isrepresenting the terms of any legal services 

corporation •embership contract issued or to be issued or 

the benefits or advantages pro•ised thereby. 

(21 No person •ay •akeo publish• disse111inate• 

circulate. or place before the public or causeo directly or 

indirectly• to be made• published• disseainated• circulated• 

or placed before the public• In a newspaper, ~agazine. or 

other publication; in the form of a notice. circular, 

pam!'hleto letter, or poster; ov-.r any radio or televisior. 
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advertis~•ento 

representation 

~it, respect to the business of a legal services corporation 

whi:h is false or ftisleadlng. 

131 No person 11ay make or issue or cause to be 11ade or 

issued dny written or oral statement misrepresenting or 

making incomplete comparisons as to the ter11so conditionso 

or benefits contained in any legal services corporation 

membership contract tending to induce a ae•ber to cancel or 

convert any membership contract• 

(4) No person •ay file with any public official; 11akeo 

publish, disseminate. circulate, or deliver to any person; 

place ~efore the public; or cause, directly or Indirectly. 

to be made. published, disseminated. circulated• delivered 

to any person. or placed before the public any false or 

~isleadinq statement concerning the financial condition of a 

legal services corporation with intent to deceive. 

(~) No person may make any false entry in any book• 

reporto or statement of any legal services corporation with 

intent to deceive any agent or exa11iner lawfully appointed 

to examine its condition or any of its affairs or any public 

official to whom the legal services corporation is required 

by law to report or who has authority by law to exa•ine its 

condition or any of its aff~irs. No person ~ayo with like 

intent, willfully omit to make a true entry of any material 

-17- H'l b91 

2 

) 

~ 

s 

b 

1 

8 

9 

10 

11 

12 

13 

~~ 

l'S 

16 

11 

lA 

19 

lO 

.21 

22 

23 

24 

.25 

.. 

fact pertaining 

corporation in 

~ • 
"' 

H8 0691/02 

to the business of the legal services 

any book• report, or st4teaent of the legal 

services corporation. 

fol No person .ay •ake, publishr diss .. inate, or 

circulate• directly or Indirectly, or aid, abet, or 

encourage the •akingo publishing, disse•lnatingo or 

circulating of dny oral or written state.ant or any 

pa•phleto circular. artlcleo or literature which Is false or 

.allciously critical of or derogatory to the financial 

condition of a legal services corporation or of an 

organization proposing to beco•e a legal services 

corporation and which Is calculated to Injure any person 

engaged or proposing to engage in the business of operating 

a legal services corporation • 

CTJ No person aay enter into an agreell8nt to ca.11it 

oro by any conc~rted action. co•~lt any act of boycotto 

coercion, or intimidation resulting in or tending to result 

in unreasonable restraint of the o~eration of legal services 

corporations. 

!8} No person •ay knowinqly aake or per11it any 

unreasonable discri•ination between individuals in any 

classification estdblished by a le9al services corporation 

as to the a110unt of dues or rates charged for any .. ~ership 

contract. the benefits payable thereunder, any of the ter•s 

and conditions of the contract. or any other matter. 
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within 

defi "'i 

the 

the 

classes of persons who are eli~ible to becume member;, lieit 

and define the b'enaf its which it wi II f~rni sho and define 

such benefits as it undertakes to furnish into classes or 

kinds. A legal s.ervices corporation m..ly T.,lce avai l·~ble to 

its ee.Oers le~al services or reimbursement therefor as the 

board of directors of that corporation r.ay approve. 

Section 28. Certain exclusions. (1) ~othing contained 

in {subsection (g) of section 27] includes within the 

deflnidon of dhcrl•inatlon any of the following practices: 

(al readjust .. nt of the rate of pay.ent for -..bershlp 

in a legal services corporation under a group contract based 

on the loss or expense experience thereunder at the end of 

the first or any subsequent contract year thereunder which 

eay be •ada retroactive only for that contract year; 

(b) in the case of .. ~ership contracts issued on the 

preauthorized bank draft or si•ilar planso eaking allowance 

to eeabers In an a.aunt which fairly represents the saving 

in collection expense; 

(c) reduction of the rate of payment for qroup 

contracts covering a large nu~er of •f•bers not exceeding 

savings in aJministrative expense5 r~ason3bly attributable 

to these contracts as coepared with contra,ts offering 

similar benefits to s•aller nu•bers of meMbers; 
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contracts on a 

plan reasonably 

com•ensurate with t~e savinos. •ade by use of such plan. 

(2) Nothing in [this act} gives the commissioner nower 

to fix and deter•ine a rate level by classification or 

oth .. "! r w i St!• 

Section 29. Notice of violation -- conference. If the 

coomissioner for any reason has cause to believe that a 

violation of [this act] has occurred or is threatened, the 

comMissioner •ay give written notice to the leqal services 

corporation and to the representatives or other persons who 

appear to be involved in the suspected violation to arrange 

a conference with the alleged violators or their authorized 

representative for the purpose of attempting to as.certain 

the fa,ts relating to the suspected violation andt in the 

event it appears that a violation has occurred or is 

threatened, to drrive at an adequate and effective means of 

cor~ecting or preventing the violation. 

Section 30. tease and desist order-- hearing. Ill The 

co.-issioner acting in the name of the state may issue an 

order directing a leqal services corporation or a 

representative of a legal services corporation to cease and 

desist from enqaging in any act or practice in violation of 

the provisions of [this act]. 

(2) Within 15 days after service of the or1er. ·~~ 
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respondent rna'( ;equest a hearing on the question of whether 

acts or prdctices in violation of [this act] have occurred. 

Ti'" hec>r i ny must be conducted under the Montana 

Administrative Procedure Act. 

Section 11. 

vi a 1 at ion of 

Injunctive relief. If there 

the provisions of [this 

commissioner elects not to issue a cease and 

has been a 

ac t J .~nd the 

desist order 

or if there is noncompliance with a cease and desist order 

issued under (this act)• the co .. issioner .. y institute a 

proceeding to obtain injunctive reliefo receivership• or 

other appropriate relief in the district court of the county 

in which the violation occurred or in which the principal 

~lace of business of the legal services corporation is 

located. Any proceeding under this section ~ust conforM to 

the req• re.ents of Title 27o except that the co .. issloner 

is not required to allege facts tending to show the lack of 

d~ adequate remedy at law or tendino to show irreparable 

1r" uanu~e or loss. 

1q 

£0 

21 

22 

Z3 

Section 32. Dissolution. A dissolution or liquidation 

of a 1 eqal services corpor3tion •ust be under the 

supervisjon of the co~missioner• and m~mb~rs• c•ai~s ~ust be 

given priority over all other clai•s except cost of 

liquidation. 

l4 Section 33. Method of dissolution. A le~3l services 

2S corporation may be dissolved at any time hy '" vote of its 
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board of directors after such action has been approved by 

the coamissioner. In the case of voluntary dissolution. the 

disposition of the affairs of the corporation must be •ade 

by the officers. and when the liquidation has been co.pleted 

and e final stat ... nt has been flied with and approved by 

the co•aissionero the provisions for voluntary dissolution 

under the Montana Nonprofit Corporation Act .ust be followed 

to dissolve the corporation. In all other cases in which a 

legal services corporation Is found to be insolvent or to 

have violated the provisions of [this act)• on a 

deter•lnation of that condition and after due notice and 

nearing. the affairs of the corporation •ust be disposed of 

by a liquidator appointed by and under the supervision of 

the coaaissioner. 

-End-
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STATEMENT OF INTENT RE: HB 691 

If the co .. issloner chooses to e•ercise his discretion 

and issue rules under S7(2) of (the act) then the following 

considerations should guide hi•• 

The purpose of the law Is to facilitate the providing 

8 legal services through a prepayeent plan. This Is siallar to 

9 medical prepayMent plans in their infancy aany years ago. 

10 The watchword should ease in establishing such plans because 

11 the initial plans are likely to be saall without large 

12 amounts of capital to coeply with lengthy and detailed rules 

13 and procedures. The rules should safeguard the ae.Oers by 

lit requiring that the contracting attorneys agree to provide 

15 
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the services during the tara of the .. Mbership contracts. 

This _.ans that there aust be a sufficient nu~er of 

contracting attorneys. If the .eabership ccntract is local 

in scope then a sufficient nuaber of local attorneys should 

be contracting attorneys. toaple.entary to this 

consideration is the policy of the legislature that me•bers 

have free cnoice of attorneys. The sponsoring organization 

should not specify the attorneys available to the aeabers. 

Any rules promulgated pertaining to contracting attorneys 

should Make the free choice of attorneys an integral feature 

of the rules. To further this goal the rules. if any. should 

• .. .. ., .. • .. • .,. .. 

aake it easy for an attorney to becoae a contracting 

2 attorney. For exaepleo an attorney should be able to becoee 

3 a contracting attorney by subaittlng a clala after having 

It 

'5 

6 

l 

II 

perfor .. d services for a aeabero so that there are not 

•paperwork• barriers to the •••ber•s ability to obtain legal 

services when and where he desires. 

First •dopted by the HOUSE COMMITTEE ON JUDICIARY on 

February 18• 1979. 
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HOUSE SILL MO. 691 

INTRODUCED SY HARRINGTON, RAMIREZ• OUILICio 

KEMHISo OAILYo COONEYt PAVLOVICH, YARDLEY 

A S!LL FOR AN ACT ENTITLED: "AN ACT TO PERMIT THE FORMATION 

OF NONPROFIT CORPORATIONS TO PROVIDE PREPAID lEGAl SERVICES 

AND TO REGULATE THE ACTIVITIES OF SUCH CORPORATIONS.• 

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA: 

Section t. Short title. [This act] •ay be cited as the 

"Prepaid Legal Services Ac~•. 

Section 2. Purpose. The purpose of [this act) Is to 

per•it and encourage the for•atlon of nonprofit prepaid 

le~al services plan~ in order to .ake legal service~ .ore 

available to the public. 

Section 3. Definition~. A~ used In (this act]• the 

following definitions apply: 

(1) "Attorney• .-ans a person who is currently an 

active •ember of the state bar of Montana. 

(2) •Applicant• •eans a person applying for a contract 

for perfor•ance of legal services through a corporation 

organized or operating under [this act]• 

(3) •C~•issioner• .. ans the c~lssloner of Insurance 

of the state of Montana. 

(4) "Contracting attorney• .. ans an attorney who has 
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entered into a contract with a legal services corporation as 

provided in (section 9). 

(5) •tegal services corporation• .-ans a nonprofit 

corporation organized for the purposes of establishing and 

operating a nonprofit plan or plans under which prepaid 

legal services or rei~ursa .. nt therefor is furnished to 

•e•bers. 

(6) ·Me~er• .. ans a person ent it lad to the 

perforaance of legal services under a contract with a legal 

services corporation. 

(71 "Me•bership contract• 

contract. or certificate by 

corporation descr.i bas the legal 

.. Dbers are entitled. 

.. ans any agree~entt 

which a le~al services 

services to which Its 

Section ~. Purposes of legal services corporation. (1) 

A legal services corporation .. , be organized for the 

purposes of: 

(al establishing and operating a voluntary. nonprofit 

plan or plans under which legal services or rel•burse .. nt 

therefor is furnished to persons who becoMe •eebers or 

beneficiaries; 

(bl acting as agent or lnter .. diary for other legal 

services corporations. for govern .. ntal bodies or agencies, 

or for other corporations. associations. partnerships. or 

individuals in the field of legal services; and 

-2- HB 691 
SI::CONO PRINTING 

T H I R D READING 

.. 



1 

2 

) 

' 
5 

6 

J 

• 
9 

10 

11 

12 

u 

t• 

15 

16 

11 

18 

19 

20 

21 

22 

23 

H 

25 

H8 0691/03 

(c) the pra.otion of social welfare through research 

and through charitable• educational• and related activities. 

(2) No profit organization aay be a legal services 

corporation. No group. association. or organization created 

for or engaged In business or .ctivlty for profit• provision 

for the incorporation of which is eade by any of the 

corporation laws of this state. aay be organl~ed or 

operated• directly or Indirectly• as a legaJ services 

corporation. 

Sections. Application of other laws. (lt A legal 

servlcel corporation Is subJect. to the provisions of the 

Montana Nonprofit Corporation Act to the ••tent that such 

provisions are not in conflict with the provisions of [this 

act)• 

(2) A legal services corporation which 

(this act] Is not considered as being 

c011plies 

engaged 

with 

in the 

business of Insurance or transacting insurance business and 

is not subject to the laws regarding Insurers. 

Section 6. Application of Mont.aa Adelnlstratlve 

Procedure Act. All final adeinistrative actions or decisions 

of the co .. lssioner under [this act] are subject to judicial 

review on accordance with the Montana Adelnlstratlve 

Procedure Act. 

Section 7. Participation contracts -- agree~nts with 

insurers. (1) A legal services corporation eay contract with 
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other legal services corporations and Insurers licensed to 

do business in Montana for joint participation through 

eutualization contract agree .. nts or guaranty treaties and 

ear othervise cede or accept legal services obligations fro• 

$Uch organizations. Prior to their effectiveness. the 

contract for••• docueents, treaties• or agree .. nt fores .ust 

be filed with and approved by the co .. issloner as being in 

accordance vith the plan of operation of the corporation. 

{2) The ca..lssioner 8aY Issue such rules concerning 

perticipation contracts and agreeeents with insurers as he 

considers necessary to carry out the purposes of [this act]• 

(1) 

Section a. 
No legal 

Man~ .. nt and exclusive agency contracts. 

services corporation eay enter into an 

exclusive agency or aanag..ant contract. unless the contract 

is first filed with and approved by the co.eissioner. 

(ZI The co .. lssioner shall disapprove a contract 

subeitted under subsection (1) If he finds that: 

(a) it. subjects the corporation to excessive charges; 

(bl It eKtends for an unreasonable period of tiee; 

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

perforeance; 

(d) the persons ••powered under the contract to eana9e 

the corporation are not sufficiently trustworthy, co•petent• 

and free fro. conflict of interest to give reasonable 

assurance that the interests of the corporation's 
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participants and creditors and the Interests of the public 

will be protecteo; or 

(e) the contract contains provisions which are likely 

to impair the interests of the corporation's participants or 

creditors or the Interests of the publico 

Section 9, ~gree•ents with contracting attorneys. ~ 

legal services corporation eay contract with attorneys In 

such a .anner as to assure to each participant holding a 

meabership contract of the corporation the furnishing of 

such legal services by a contracting attorney as agreed upon 

in the Meebershlp contract. The corporation aay ll•lt In the 

aeebership contract the types and extent of benefits and the 

circumstances in which legal services will be furnished. 

Section 10. &orporation to have a sufficient nuaber of 

contracting attorneys. Before issuing any .. abership 

contracts. a legal services corporation shall have contracts 

with a sufficient number of contracting attorneys to enable 

it to fulfill its contractual obligations to its •eebers. As 

long as the corporation has obligations under .. ebership 

contracts, it shall •alntain contracts with a sufficient 

number of contracting attorneys. Ten percent of the 

currently active •eebers of the state bar of Montana is 

always sufficient. The co .. issioner aay allow a legal 

services corporation to operate with less than lOX of the 

active ee•bers of the state bar of Montana under contract If 
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the co .. issioner deteraines that the nuaber of attorneys 

under contract is sufficient under the circu.stances. 

Section 11. Noninterference with attorney-client 

relationships. (1) A legal services corporation .ay not 

itself practice law In any aannar nor .. , it control or 

atte•pt to control the relations between a eeaber and the 

eeaber•s attorney. It shall confine Its activities to 

contracting as an agent on behalf of its .. .oars for legal 

services to be rendered by contracting attorneys who •ay 

never be e•ployees of the corporation but .ust always be 

independent contractors .. lntalning direct attorney-client 

relationships with the ... bars. 

(2) A legal services corporation eust offer the saae 

contract ter•s to all attorneys who desire to becoee 

contracting attorneys. 

Section 12. "eabershlp contracts. ~ legal services 

corpordtion shall issue a ae.bership contract to each 

applicant it accepts as a .. .oar. A ee~rship contract aay 

be on an individual, groupo or franchise basis and aay 

provide for payeents to help defray the costs of legal 

servi~es provided by noncontracting attorneys. 

s~ction 11. Definition of enrolleent representative. 

ClJ A person whot for co~nsatlon, solicits .. abership in a 

prepaid legal services plan offered by a legal services 

corporation is an enroll•ent representative of that 
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corporation. 

(2) For the purposes of [this act]• an anrollaent 

representative does not include an individual: 

(a) e~loyed by enroll.ant representatives for the 

perforaance of clerical• stenographic• and sl•ilar office 

duties; 

CbJ e~loyed for taking applications for coverage on a 

nonregular basis In the office of en enroll .. nt 

representative; 

{cJ who secures and 

existift9 group contractor 

forwards infor .. tion for an 

for the purpose of enrolling 

individuals under an existing group contract. 

Section lo\• licensing of enroll .. nt representatives• 

(lt Each legal services corporation shall notify the 

c~issloner through its proper officer or agent of the 

na .. , tltleo and address of each person It desires appointed 

as an enroll .. nt representative. The notice eust be 

ecco•panled by a written application upon a for• furnished 

by the coeelssloner fr .. the appointee• 

(2) The co••issioner shall Issue an appointee a 

license to act as an enrolleent representative of the 

corpor~lon if• upon receipt of the written application 

provided for in subsection 11) acca.panied by the proper 

fee, it appears that the appointee: 

(a) is a competent and suitable person who intends to 
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corporatlon•s 

(bl qualifies under the provisions of this section. 

{3) If the co .. issioner considers it desirable, he •ay 

require an appointee to sub•lt to an exa•lnation to 

detereine the qualifications of the appointee to act as an 

enrolleent representative. The exa•ination shall inquire 

into an applicant•s knowledge of the provisions of [this 

act] and of the for•s subeltted and used by the eeploying 

corporation. 

(o\) Upon receipt by the coe•issioner of notification 

froe a legal services corporation that the corporation 

desires a particular Individual to be appointed as its 

enroll .. nt representative, that person has a teeporary 

enro11 .. nt representative•s license until the co .. issioner 

notifies the corporation of action taken upon the 

application• If the coeeissloner rejects the application. 

the prospective appointee•s eligibility to act as an 

enroll .. nt representative ceases on the day the corporation 

is notified of a final rejection. 

CS) The coeelssioner shall notify both the appointee 

and the corporation in writing of any refusal to grant a 

license. No application •ay be finally rejected without a 

hearing or exaainatlon. 

Section 15. License renewa). Unless revoked by the 
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co-issioner or unless the corporation by loll"itten 

notification to t~e comeissioner cancels the authority of an 

enroileent representative to act for ito a license issued or 

a reue~o~al thereof expires on Janual"y 1 after Its issuance. A 

license eay be rene~o~ed annually upon pay .. nt of the annual 

llcqnse rene~o~al fee as provided In [section 21]• 

Section 16. Suspension and revocation of license. (lt 

The co.-issioner eay suspend for not eore than 12 aonths or 

revoke or refuse to continue any license Issued under [this 

act] if he finds that as to the licensee any one or .orA of 

the follo~o~ing causes exist: 

(a) any cause for ~o~hlch Issuance of the license could 

have been refused had it then existed and been kno~o~n to the 

coMMissioner; 

(bt obtaining or atteeptlng to obtain a license 

through eisrepresentation or fraud; 

(c) violation of or noncoepliance with applicable 

provisions of [this act] or willful violation of any lawful 

rule or order of the co .. issioner; 

(d) eisappropriatlon or conversion to his own use or 

illegal withholding of money or property belonging to the 

legal services corporation. its .. ebers. beneficiaries. or 

others and received in the conduct of business under the 

1 i cense; 

(e) conviction of a felony involving eoral turpitude; 
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Cf) fraudulent or dishonest practices in the conduct 

of his affairs under the license; or 

19) inco.petenceo untrustworthiness, or injury and 

loss to the public while acting under the license. 

(2) No action .. y be taken under subsection (lJ unless 

a hearing has been granted the llcens .. with 20 days• 

notice. The notice and the reasons for the coeeissioner•s 

action aust be sent by certified .ail to the licensee and 

the corporation. 

Section 11. Fores filingo disapproval by 

coeeissioner. [1t A copy of all fores of the .. ~rship 

contract or any type of endorsement or rider •ust be filed 

with the co .. issioner within 30 days after that for• is 

first used. When a for• does not co•ply with the 

require.ants of [this act]• the co .. issloner shall notify 

the corporation In writing of that failure and Include the 

reasons for his opinion. Unless the corporation requests a 

hearing within 10 dayso notice by the co .. lssioner disallows 

use of this for• by the corporation. If the corporation 

challenges the coe•issioner•s disallowance of a foreo the 

corporation shall request a hearing on that issue. The 

co .. issioner shall schedule a hearing as soon as practicable 

but not less than lS days fro• the date of the request. If 

the coMmissioner finds, after the hearing, that the fore is 

not in co•pliance with [this act]• he .ay disapprove the 
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for• and Issue a final order to that effect. Notice of 

disapproval, including the grounds for dls~pprovalo aust be 

presented to the corporation within lO 

hearing. The final order is effective 

presentation of the notice of disapproval. 

days 

30 

after 

days 

the 

after 

(2) A corporation whose foras have been ordered 

discontinued by the coeeissioner eay appealo within 1'5 days 

after an order• to a district court. The courto upon filing 

of the proper petition. shall cause the fores and orders of 

the co .. lssloner to be brought before Ito and upon hearlnq 

the caseo the court shall either affire or reverse and 

vacate the order of the co .. lssloner. 

(3) The court .. y suspend or stay a final order of the 

co .. issloner under this section pending trial of the issues 

or an appeal. 

Section 11. financial security. (1) The corporation 

shall .. intaln at all tiaes unobligated funds adequate to 

-tl 

(a) Its obligations under ..abershlp contracts; and 

(b) all costs and expenses. 

( Z) In addition. reserves of a legal services 

corporation in cash• certificates of deposito obligations 

issued or guaranteed by the governeent of the United States, 

or other assvts approved by the co..issioner oust be 

eaintained In an aaount not less than the lesser of: 
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(a) ssoo,ooo; or 

(b) an aaount equal to 1 .onth's average inco.. froM 

dues or fees 

benefl c I ar 1 es• 

paid to the corporation by its MeMbers or 

(!) The deterelnation of einieue reserves is subjecto 

as to aeounts payable to contracting attorneys. to any right 

of the corporation to prorate aeounts under the teres of its 

contracts with contracting attorneys. The co .. lssloner eay 

decrease or suspend the require .. nts of this section if he 

finds that the action is In the best interest or the ~e~bers 

of the corporation. 

Section 19• Annual 

corporation shall .. ke 

report. 

and file 

Each legal services 

annually with the 

co .. lssioner before Karch 1 a report under oath setting 

forth: 

(lt the naee of the corporation' 

(Zt the address of its registered office in this state 

and than ... of Its registered agent at that address; 

{3) the na .. s and addresses of its directors and 

officers I 

C~t a brief stateaent of the character of the affairs 

which the corporation Is actually conducting; 

(5t the aaount of all dues or fees collected froe its 

.. abers In the last fiscal year• the aeounts actually paid 

during that year for legal serviFeS for the benefit of its 
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members or beneficiaries, and the amounts placed in 

reservesi 

jb) a balance sheet and state.ent of inca.e 

expenditures for the •ost recent fiscal year of 

corporation, prepared and verified by tvo officers of 

and 

the 

the 

corporation and certified by a certified public accountant; 

and 

(7) 

concernIng 

corporation 

any other facts or infor•ation 

affairs of the legal services 

reasonably required by the 

a state•ent of 

the financial 

vhich •ay be 

coaunissioner. 

Section zo. Exa•inatlon of a legal services 

corporation. (1) If 

services corporation 

fulfill its c.ontractwal 

the co .. lssioner believes a legal 

is unable or potentially u~able to 

obligations to Its ae•berso the 

commissioner may conduct an exaaination of that corporation. 

(2) Each officer, e•ployee, or agent of a legal 

services corporation exa•lned shall produce and sake 

available to the co .. lssioner or his exa•iners the accounts• 

records, documents• fileso inforaationo assets, and •atters 

in his possession or control relating to the subject of the 

exa•inationo 

(3} The co••lssioner or his exaalner shall aake a 

verified report of the examination. 

(~) The report shall co•prise only facts appearing 
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froa the books, paperso recordso and docu•ents of the 

corporation exa•inedi fa<ts ascertained froa the testiaony9 

under oatho of individuals concerning Its affairs; and 

conclusions and rec.o ... ndations as varranted by those facts. 

(5} The co .. issloner shall furnish a copy of the 

proposed report to the corporation exa•lned not less than 20 

days prior to Its filing In his office. It the corporation 

requests a hearing, in writing, vithln the ZG-day perlodo 

the c~issioner shall grant one vith respect to the report 

and shall not file the report until after the hearing and 

after eodific.ationso If anyo that the c.o .. issloner considers 

proper. 

Section Z1o fees. (1) Each legal services corporation 

aust pay the following fees to the co .. lssloner for 

enforce•ent of the provisions of [this act]: 

(a) enro11acnt representative's licenses 

(I) application for an original license Including 

exa•ination and issuance of llcense•••••••••••••••••••••SlO; 

(il) annual renewal••••••••••••••••••••••••••••••••• 5; 

(b) filinQ any other state•ent or report••••••••••' 1; 

(c) for a certified copy of any docu .. nt or other 

paper fi1ed in the office of the co .. lssioner••••••••••••••• 

••••••••••••••••••••••••••••••••••••••••••••SO cen~s a page; 

(d) for the certificate and for affixing the seal 

theretO•••••••••••••••••••••••••••••••••••••••••••••••••' l; 
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filing of a .. ~rship contract•••••••••••••••llO; 

filing of a .. .bership contract package ••••••• szs; 

Cg) filing the annual report••••••••••••••••••20 cent~ 

for each individual or faeily unit the corporation covered 

at the close of the year to which the annual report is 

applicable. vlth a ainleue of SlOO. 

(2) The co .. issioner shall deposit vith the state 

treasurer to the credit of the 98Rere+--#•ftd EARMARKED 

REVENUE fUND• ~TATE IISUIAMCJ CQ8ftl551QNER ACCQUNTt all fees 

received by hie under this section. THE FEES tQLLECI~Q SHALL 

H U~ED IQ PAX THE CQSJ Qf THE QUIIU IMPQSED UPON -Itlf 

'QMNJSSIQNEI BJ (IHI$ 1£T)e 

Section 22. rr .. iua tax e~eeptlon. A legal services 

corporation Is exe~t froe ell prealue taxes. 

Section 2Jo Grievance procedure -- coeplaints against 

the corporation. A .. eber of a legal services corporation 

Who belieYes hiaself to be aggrieved by any act or oaisslon 

of the corporation or its officers• directors• or e.ployees 

.. y file a stat ... nt In writing of his grievance In the 

office of the coeaissioner. and the coaelssioner aay 

Investigate the grievance. No investigation by the 

co .. issioner .ay act as a ber to any suit in a court of 

coapetent jurisdiction Instituted by the aggrieved aeeber or 

as a bar to any defense by the involved corporation. 

Section 21o. Grievance procedures -- coeplalnts against 
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co.plaints 

ctmtracting 

attorneys to the caa.ission on practice of the Montana 

$Upraae court. 

Section zs. Malpractice insurance. Contracting 

attorneys shall .. intein such ealpractlce insurance as the 

corporation considers proper. The co•eissioner may establish 

a rule setting a •inleua aeount of ealpractice coverage to 

be •alntalnad by each contracting attorney. 

Section 26. Nonliabllity for attorney•s ealpractice. 

A legal services corporation and its officers and directors 

ere not liable for daeagas resulting fro• neglecto 

•lsfeesance. ..lfeasance• or aalpractlca on the part of any 

contracting attorney • 

Section 21. Trade practices prohibited. In order to 

regulate trade practices of legal services corporations• the 

folloNing prohibitions ere l~sed: 

(1) No person aay aakeo issue. circulate• or cause to 

be aade• lssuedw or circulated any estlaate• circular. or 

stateaent eisrepresenting the teres of any legal services 

corporation aaabership contract issued or to be issued or 

the benefits or advant.,.s proaised thereby. 

(2) No person •ay •akeo publisho disseminate, 

clrculateo or place before the public or causeo directly or 

indirectly. to be ••de• publish•~• disseeinatedo circulated, 
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the public, in a newspaper, aagazlneo or 

in the fora of a notice, circular, 

or poster; over any radio or television 

any other way, an advertiseMent, 

stateaent containing any representation 

with respect to the business of a legal services corporation 

which is false or aisleadlng. 

{3) No person aay aake or issue or cause to be aade or 

issued any written or oral state .. nt alsrepresentlng or 

making inca.plete coaparisons as to the teres, conditions• 

or benefits contained in any legal services corporation 

.embership contract tending to induce a .. .oar to cancel or 

convert any meabership contract. 

{4» No person aay file with any public official; aakeo 

publish, disseainateo circulate, or deliver to any person; 

place before the public; or cause. directly or Indirectly, 

to be made, published, dlsseainatedo circulated, delivered 

to any person• or placed before the public any false or 

misleading stateaent concerning the financial condition of a 

legal services corporation with intent to deceive. 

{5) No person eay eake any false entry In any book• 

report, or stateaent of any legal services corporation with 

intent to deceive any agent or exaainer lawfully appointed 

to exaeine its condition or any of its affairs or any public 

official to whoa the legal services corporation is required 
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by law to report or who has authority by law to exaaine its 

condition or any of its affairs. No person aayo with like 

intent. willfully oalt to .. ke a true entry of any material 

fact pertaining to the business of the legal services 

corporation In any book• repor~• or stat ... nt of the legal 

services corporation. 

(o» No person aay 

clrculateo directly or 

encourage the aakingo 

aakeo pvblisho dissealnateo 

indirectly, or aido abeto 

publishing. dlss .. i~tingo 

or 

or 

or 

circulating of any oral or written steteaent or any 

paaphleto circular• ~rticlet or literature which is false or 

aaliciously critical of or deroqatory to the financial 

condition of a 1egal services corporation or of an 

organization proposing to beco- a legal services 

corporation and which is calculated to injure any person 

engaged or proposing to engage in the business of operating 

a legal services corporation. 

(T) No person aay enter into an agreeaent to coaait 

oro by any concerted actiono caa.lt any act of boycott, 

coercion, or intiaidation resulting in or tending to result 

in unreasonable restraint of the operation of legal services 

corporations. 

[8t No person aay knowingly aake or perait any 

unreasonable discriaination between individuals in any 

classification established by a legal services corporation 
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as to tne a.aunt of dues or rates charged for any .eabership 

contract, the benefits payable thereunder, any of the ter•s 

and conditions of the contract, or any other •atter. 

However. a legal services corporation ••Y• within the 

discretion of its board of directors. ll•lt or define the 

classes of persons who are eligible to beco ..... bars, ll•it 

and define the benefits which It will furnlsht and define 

such benefits as it undertakes to furnish Into classes or 

kinds. A legal services corporation ••r aake ••allable to 

its •..Oars le~l services or rei8burse .. nt therefor as the 

board of directors of that corporation .. , approve. 

Section 28. Certain exclusions. (lJ Nothing contained 

in [subsection (8) of section 27) includes within the 

definition of discrl•lnatlon any of the following practices& 

(a) re-'just-nt of the rate of pay-nt for .. .oershlp 

in a legal services corporation under a group contract based 

on the loss or expense experience thereunder at the end of 

the first or any subsequent contract year thereunder which 

aay be .. de retroactive only for that contract yearl 

(b) in the case of .-.bershlp contracts issued on the 

preauthorized bank draft or si•llar plans, .. king allowance 

to •••bers in an a.aunt which fairly represents the saving 

in collection expense; 

(c) reduction of the rate of pay .. nt for group 

contracts covering a large nu.Oer of .. ebers not exceeding 
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savings in ~lnlstratlve expenses reasonably attributable 

to these contracts as c.-pared with contracts offering 

sleilar benefits to sealler nu•bers of •eebers; 

(d) issuing individual ee.bership contracts on a 

•salary savings• or payroll deduction plan reasonably 

co .. ensurate with the savings •ade by use of such plan. 

(2) Nothing in (this act) gives the co .. issioner power 

to fix and deter•lne a rate level by classification or 

otherwise. 

Section 29. Notice of violation -- conference. If the 

co .. issloner for any reason has cause to believe that a 

violation of (this act) has occurred or Is threatened• the 

co .. lssloner •ay give written notice to the legal services 

corporation .nd to the representatives or other persons who 

appear to be involved In the suspected violation to arrange 

a conference with the alleged violators or their authorized 

representative for the purpose of atte~ting to ascertain 

the facts relating to the suspected violation and• In the 

event It appears that a violation has occurred or is 

threatened• to arrive at an adequate and effective .. ans of 

correcting or preventing the violation. 

Section 30. tease and desist order -- hearing. 11, The 

coe.issioner acting in the n ... of the state .. y issue an 

order directing a legal services corporation or a 

representative of a legal servic~s corporation to cease and 
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d~~ist from engaginq in any act or practice in violation of 

the provisions of [this act)• 

(2) Within 15 days after service of the order. the 

respondent ~ay request a hearing on the question of whether 

acts or practices In violation of [this act} have occurred. 

The hearing eust be conducted under the Montana 

Adeinistrative Procedure Act. 

Section 31. Injunctive relief. If there has been a 

violation of the provisions of (this act] and the 

coeeissioner elects not to issue a cease and desist order 

or if there is noncoepliance with a cease and desist order 

issued under (this act]• the coeeissioner .ay inst;tute a 

proceeding to obtain injunctive relief• receivership• or 

other appropriate relief In the district court of the county 

in which the violation occurred or in which the principal 

place of business of the legal services corporation Is 

located. Any proceeding under this section aust conform to 

the requirements of Title Zlo except that the co•elssioner 

is not required to allege facts tending to show the lack of 

ZO an adequate reeeoy at law or tending to show irreparable 

21 daeage or loss. 

22 Section 32. Dissolution. A dissolution or liquidation 

23 of a legal services corporation ~st be under the 

24 supervision of the coeeissionero and eeebers• clales eust be 

Z5 given priority over all other claies eKcept cost of 
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liquidation. 

Section 33. Method of dissolution. A legal services 

corporation eay be dissolved at any ti .. by a vote of its 

board of directors after such action has been approved by 

the co .. lssloner. In the case of voluntary dissolution• the 

disposition of the affalr5 of the cor~ation eust be aade 

by the officers. and when the liquidation has been co.pleted 

and a final stateaent has been filed with and approved by 

the co .. issioner. the provisions for voluntary dissolution 

under the Montana Nonprofit Corporation Act eust be followed 

to di5solve the corporation. In all other cases in which a 

legal services corporation is found to be insolvent or to 

have violated tW. provisions of [this act]• on a 

detereination of that condition and after due notice and 

hearing. the affairs of the corporation aust be disposed of 

by a liquidator appointed by and under the supervision of 

the co .. issioner. 

-End-
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