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not pass.
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46th Legislature LC 1841/01 LC 1841/01

1 “M’Bltl NO. Xiz 1 {5) *"Principal balance® =seans the difference between

F4 INTRODUCED BY 2 the amount of the premium and fees charged by the insurer or
3 -“’dﬁz— 3 producer and the down payment on the premiume.

4 A BILL FOR AN ACT ENTITLED: ™AN ACT TO PERMIT AND REGULATE & Section 3. Premium finance agreement. (1) A premium
s FINANCING OF INSURANCE PREMIUNMS.® s finance agreement includes a loan contracts notes agreement,
& -] or obligation wherein an insured agrees to pay to a cospany
7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 7 in installments the principal amount advanced by the company

8 Section 1. Short title. (This act] may be cited as the 8 to an insurer or producer in paysent of premius on an
? “Insurance Premium Financing Act of 1979%. 9 insurance contract or contractss plus chargesy with the
10 Section 2. Definitionss As used in [this act]s the 10 assiynment as security therefor of the unearned premiumsy
11 following definitions apply: 11 accrued dividendss or 10ss paymentss the final installsent
12 (1} “Company™ means 3 premium finance agencys. 12 dua date of the agreement not to extend beyond the term of
i3 {2) "“Finance charge® means any amount that the insured 13 the insurance contract included in the agreement having the
14 agrees to pay the company in excess of the premium and fees 14 latest expiration date.

15 charged by the insurer or producer and exclusive of the cost 15 {2) A premium finance agreement say not include the
16 of credit tife insurance and attorney feese. 16 financing of insurance contract presiums purchased in
17 {3) ®Insured® wmeans the persons firme or organization 17 connection with the financing of goods of servicese

18 that purchases or arranges to purchase an insurance contract 18 Section 4. Oirect or indirect financing permitted.
19 on open account through the office of a duly 1licensed 19 With respect to a3 premium finance agreement: the insurer
20 insurance agent or that enters into a preaius finance 20 writing the coverage may write such coverage under a direct
21 agreement with the company writing the coverage or a premium 21 finance agreement or a company engaging in the business of
22 finance agreement with a premium finance companye. 22 advancing money may advance money directly or indirectly to
23 {(4) ™Premium financing™ means the activities of a duly 23 an insurers at the request of an insureds pursuant to the
24 licensed agent advancing premiums directliy to an insurer on 24 terms of 3 premium finance agreementes

25 behalf of an insureds. 25 Section 5. Security for advancements under a premium
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finance agreement. Under 2a presium finance agreewent the
insured assigas the unearned premiumss accrued dividendsy or
loss payments as security for the advancements in payment of
premiums On an insurance contracte

Saction 6« Amount of advancement alloweds The amount
of an advancesent on payment of premiums under 3 preaium
finance agreement shall bear a reasonable reiationship to
the premiua or presiuas that are baing financed.

Section T« Form and contentses (L} A preaium finance
agreement shall be in writings and the printed portion
thereof shall be In at least B-point typee The agreement
shall set forth:

{a) the names and addresses of the insured angd the
companye and the date of the agreementi

{bj a description of the insurance contfacts for which
the premiums are advanceds including the tota®! amount of the
premiums and fees and a specific breakdown thereof Dy
policies and a general description of coverages;

{c) the amsount of the downpaywent;

(d) the costse if anyy for credit Tife insurance;

{e) the principal balance:;

{f} the finance charges;

(g) the unpald balance;

{h} the due date of the first installment;

{i} the numsbers amount: and freguency of payment of
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the installimcatss and

{j) a statement that the insured may prepay the full
amount due and receive a rebate of a portion of the finance
charge.

Section 8« Prohibition on blank spaces —-— exceptione.
(1) Mo premium finance agreement may be executed by or on
behalf of the insured when it contains any blank space to be
filled in thereaftera

{2) If an insurance contracts premiums for which are
advanced or to be advanced under the agreements has not been
issued at the time of execution and the premium finance
agreement so providess the name of the insurers the policy
numbers and the due date of the first installment may be
left blank and inserted thereafter.

Section J. Financing an additional premius or policy
-- required notice. (1} In connection with the financing of
an additional premiua or policys upon the completion of the
computations necessary tc determine tha amount of *+ =
revised unpaid balance and the nusber and amount of future
installaent paymentss the company shall mail notice of the
changes to the insured at Hhis address shown in the
agreenent.

{2) The notice of the revised finance agreement shall
set forth:

{a} the urpaid balances as adjusted;
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(b} the number and frequency of each instaliment under
the revised finance agreesent;

{c) the amount of each installiment;

(d) a statement to the insured that he may disaffiras
the revised finance agreement by mailing to the company's
office notice of his intention to do sos within 10 days of
the company®s mailing of the notice of the revised finance
agreement; and

{e) a statement to the insured that the company maye
in the event he disaffirmsy cancel his insurance contract or
contracts as provided in [section 10)s except that the
required L10-day period shall be considered to commence with
the mailing of the notice of the revised finance agreement.

Section 10« Notice of rejection -- acceptance -—— time
for disaffirmances (1) Upon receipt of the loan form the
company shall promptly mail to the insured at the address
shown in the agreement or deliver to the insured personally
either a notice to the effect that the application for a
loan is rejected or ? copy of the agreements thereby
signifying acceptance by the company.

(2} If the agreement contained any blank space when it
was executed by or on behalf of the insured and such dlank
was subsequently filled ins the comspany shall wmail or
deliver a copy of the agreement as so filled ins as provided

in subsection (l)e The insured shall have 10 days in which
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to disaffirm his obligation under the premiua finance
agreesent by giving written notice thereof to the producer
and the companye In the event the agreement is not
disaffirmed by the insureds the agreement shall be as
binding an obligation of the insured as if the agreement
were complete on its face when it was executed.

Section 1ls Permissive provisions -— cancellatione A
premium finance agreement msay contain a power of attorney or
other authority enabling the company to cancel the imasurance
contract or contracts listed in the agreement in event of
default Iin the terms thereofe Upon the axercise of such
right to cancels the company shall mail to the iasureds to
his last known address or to the address shown on the
premium finance agreement at Jeast 10 days prior to
cancellations a notice of its intent tc cancel the insurance
contract or contractse The liability of a company tc any
person or corporation upon the exercise of such right or
authority of cancellation shall be limited to the amount of
the principal balances except in the event of willful
failure by the company to mall the notice required by this
sections

Section 12. Observance of restrictions and regulations
governing cancellation. (1) A}l statutorye regulatorys and
contractual restrictions providing that the insured or the
insurer first satisfy such restrictions by qiving a

e
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prescribed notice of cancellation to govermmental 3agencys
the insurere the irsureds the holder of a security interest
in the subject of the insurances or other prescribed party
are not affected by the provisions of [this act]. Howevers
any cancellation notice period required by such statutorys
regulatorys or contractual restriction msy not be cumulative
to the period required by [sections 9 and 11]s

(2) If cancellation of the insurance contract is
initiated by the company under the terms of [this act]e the
insurer shalls, in accordance with the requiresent for a
prescribed notices on bshalf of itself or the insureds give
such notice to:

{a) the governmental agency;

(b) the holder of a s;curity~interest in the subject
of the insurance; or

(c) any other prescribed partye.

(3) Yhe insurer shall determine and calculate the
affective dote of cancellations in accordance with the terws
of that pre:cfibed noticeas from the date it receives the
notice of request for cancellation from the companye In no
instance may the effective date of cancellation be prior to
that established by the companye.

Section 13« Return of unearned premiums or 2ccrued
dividendses The insurer within a reasonable time after the

affective date of cancellation shall return whatever gross
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unearned premiums or accrued dividends are payable under the
insurance contract to the company that financed the
insuranca contract for the benefit of the insured. Whenever
the return presiuc Is in excess of the amount due to the
companys the excess shall be remitted promptiy to the
insured or to his ordere

Section l4s Affidavit of mailinge {1) At the time of
m3iling the notice required by [sections 9 and 11]s the
employee of the coampany who is doing the mailing shall
prepare and sign an affidavit setting forth the following:

{a) the name and address of the employee doing the
mailing;

(b) that the employee is 18 years of age or older;

(c) the date and place of deposit in the wmail;

(d) the addressae®s name and address as shown on the
anvelope maited; and

{e) that the envelope was sealed and deposited in the
23il with the postage thereon fully paide.

(2} 4n affidavit of mailinge prepared as prescribed in
this sections creates a rebuttable presumption that the
notice was mailed to the addressee stated in the affidavite

Section 15« Limitation of finance chargee A duly
licensed insurance agents the insurer writing the coverages
or a premium finance agency may not imposes takes receives

reservey or charge a finance charge that in the aggregate is
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greater than tiat permitted by [this act].

Section i6e Aggregate finance charge. (1} A duly
licensed insurance agente an insurer writing the coverage
being financeds or a premium finance agency may contract
fore <charges receives and collect a finsnce charge that may
not exceed in the aggregate:

{a) 1 172X on the unpaid open account balance due a
duly licensed agent;

(b) 1 374% per month on that part of the unpaid
principal balance of a loan up to but not in excess of $700
due an insurer writing the coverage being financed or a
premium finance agency; and

(c) 5/6 of 1% per wmonth on any remainder of such
unpaid principal balance in excess of $T00.

Section 17« Minimum charge 2l1lowed -— maxisum charges
for certain swall installment payments. If the Ffinance
charge computed under [section 16] is Yess than $12+ it may
be imposeds except thats

{1} when the principal batance is not in excess of
3100 and is to be repaid in Tess than & wonthss the maximum
charge shall be $4;

{2) when the principal balance is not in excess of
$100 and is to be repaid in four monthly instalimentse the
maximum finance charge shall be $&6i and

{3) when the principal baltance is not in excess of
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$100 and is to be repaid in five or wmore wmonthly
instalimentsy the maxisum finance charge shall be $8.

Section 18. Date of computation of charge. The finance
charge shall ba computed from the effective date of the
insurance coveragey provided that the company shall pay the
premium due the insurer either:

(3) within 30 days from the effective date of the
insurance coverage;

{b)} within 30 days after the receipt by the company of
a proper premium f}nance wqreement; or

{c} within L5 days after the cospany has mailed to the
insured notice of a revised finance agreement pursuant to
[section 9)s whichever is laters

{2} If the conditions of (a)s (b)r or (c) of
subsection (1} are not wmets the finance charge shall be
computed from the date the proceeds of the loan are
forwarded to the Insurer. In the event the company receives
a proper premium finance agreement later than 60 days fros
the effective date of the policy financede 3 proportioned
ad justwmant of the finance charge shall be made after the
60-day periode

Section 19. Advance payments - refunds. {1)
Notwithstanding the provisions of any premium finance
agreement to the contrarye any insured may pay the

obligation in full at any time before maturity of the final
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instalTmente

(2) If the insured pays the obligation ian full before
maturitys he shall receive a refund credit thereon computed
in accordance with [section 28]y except that:

{3a) when the amount of the refund credit for
anticipation of payment is less than $le no refund need be
madei and

{b) when the earnaed finance charge amounts to less
than the minimua finance charge permitted by [section 17]»
the company may retain as an earned finance charge a sum
equal to the minimum permitted by ([section 17) or the
maxinum prascribed by [section 17]s whichever is applicables

3ection 20. Default charqgees A premius finance
agreement may provide for tHe payment of a default charge of
$1 to 2 asxizum of 5% of thne delinguent installment Dut not
to excoed $5¢ in the event of 3 default for a period of not
tess than 10 days in the paymsent of any scheduled
installmaent under the teras of a presmium finance agreesent.
This charge may not be collected more than once for the same
default and may be collected at the time of such default or
at any tise thereaftere If the default charge is deducted
from any payment received after default occurs and such
deduction results in the default of a subsequent
instaliments no charge ®may be made for the resulting

defaulta

-1k=-

18

19

20

21

22

23

24

25

LC 1841707

Section ¢1l. Payment on assigned agreement — effect of
assignaent on defensess (1) Unless the insured has notice of
the assignment of a premium finance agreements payment
thereunder by him to the last-known assignee of the
agreement shall be binding upon all subsequent assigneess

{2} Assignment of the premium finance agreement shall
not cut off any defenses which the insured would have
against the company of an assignee of the agreement arising
from obligations imposed by this divisione

(3} The obligations and rights of a premium finance
agency under [this act) shall also apply to the assignee of
a premium finance agreement.

Section 22« Statements —- return of paid agreement. At
any time during the term of the premium finance agreement
Sut not 1ater than 1 year after the tast payment thereunders
the company shalls upon written requast of the Insurede give
or mail to him a written statement of the date and amounts
of payment and the total amounts if anys unpaid thereunde .
This statement shall! be supplied once each year without
charges If an additional statement is requesteds the company
shall supply such statesent at 3 charge not exceeding $1 for
each additional statewent so suppiiede Upon payment of a
toan in Ffulle the company wuwpon request shall return the
premium finance agreement marked "Paid™ to the insurede

Section 23« Cancellation of policy — refund credite
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in the event that the #insurance policy or policies which are
the subject of a premium finance agreemsent are canceled by
the insured or by the insurer for any causes the insured s
entitled to receive a refund credit thereons This refund
credit shall be calculated in the msanner prescribed in
{section 28] and shall be paid to the insurer within a
reasonable time.

Section 24« Validity as secured transactione No filing
of the premium finance agreement is necessary to perfect the
validity of such agreement as a secured transaction as
against craditorsy subsequent purchaserssy pledgeess
encumbrancerss successorses or assigns of the Insured.

Section 25« Downpayment —— trust — transaittale Any
downpayment that is received by the company from the insured
or from the insurance producer on behalf of the insured
shall be held by the company in trust for and in transit to
the insurere This downpaysent shall be paid to the insurere
together with the balance of the premium payable pursuant to
the terms of the presium finance agreement within 30 days
from the effective date of the policyy within 30 days after
the receipt of a proper premium finance agreement by the
companyes or within 15 days after the company has wailed to
the insured notice of a revised finance agreement pursuant
to [section 9]y whichever is latere If the premium is paid

to the insurance agent or breker of recorde such agent or
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broker of record is not considered the agent of the company
by reason of such paywent.

Section 26« Manner of holding downpaymentse {1} The
downpayments received by the company under the provisions of
{section 25}s may bea held by the company in trust in a
separate bank account or depositorys or in tieu thereofs the
company may maintain a time deposit with a banks savings and
loan associations or comparable institution or obtain a
certificate or certificates of deposit from a bank in an
amount at 1least equal: to the average asount of such
downpayments being held at any given time by the company as
ascertained by the commissioner of insurances and which are
payadle to the insurer pursuant to the terms of the premiuve
finance agreement.

t2) The deposits or certificates specified in
subsection {1} shall be held In trust for the benefit of the
insuredses as the relative interest in such downpayments wmay
exist at any given time.

Section 27 Insolvencye In the event of the insclvency
of a companys such funds on deposit under the provisions of
this section or as represented by a certificate or
certificates of deposit shall be first applied to remitting
the amount of the downpayment to the insureds on all preamius
finince agreements upon which the company has not been

forwarded in full the downpayments collected from and then
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being held for insuredss ande if insufficient to pay all
such amounts in fulls then such funds shall be applied for
such purposes pro rata.

Section 28. ﬁefund or cradit of excess payments -——
amount of refund credite Whenever the interest or chargess
or interest and charges deducted in advances exceed the
maximum provided by [this act]s by reason of subsequent
repaysent of the loany a new loans refinancinge or
otherwises or any portion thereof prior to wmaturity or
prepayment of Instaliments on the investment certificate
purchased with the loans the excess shall be refunded to the
borruwer or credited on any balance owing by the borrower teo
the companye Howaeveres after the due date of the third
wonthly installments the amount of any such refund credit
may represent at least as great a proportion of the Ffinance
charge as the sum of the periodic balances after the month
in which prepayment is made bears to the sum of all periodic
balances under the schedule of installments in the loan
agreewente.

Section 29« Conflict of statutes. If any conflict
exists between the provisions of [this act] and the
provisions of any other Yaws the provisions of [this act]
control with regard to insurance premium financinge.

Section 30« Severability. If a part of this act is

invalide aill valid parts that are severable from the invalid
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part remain in effecte If a part of this act is invalid in
one or mora of its applicationse the part remains in effect
in 21! wvalid applications that are severable from the
invalid applicaticnse

Section 31s. Codificatliones Sections 1 through 28 are
intended to be an integra! part of Title 33s and the
provisions of Title 33 apply to sections 1 through 28.

-End-
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