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INTROOUCEO BY 

A Bill FOR AN ACT ENTITLED: •AN ACT TO PERMIT AND REGULATE 

FINANCING OF INSURANCE PREMIUMS.• 

HE IT ENA(TEO BY THE LEGISLATURE OF THE STATE Of MONTANA: 

Section 1. Short title. (This act] eay be cited as the 

"Insurance Pre•iue Financing Act of 1979•. 

Section z. Definitions. As used in [this act]• the 

following definitions apply: 

(1} •(~pany• .aans a pre•lu• finance agency. 

(2) •Finance charge• weans any a.ount that the Insured 

3qrees to pay the coapany in excess of the pre•iue and fees 

charged by the insurer or producer and exclusive of the cost 

of credit life insurance and attorney fees. 

(3) •Insured• .. ans the persono fire, or organization 

that purchases or arranges to purchase an insurance contract 

on open account through the office of a duly licensed 

insurance agent or that enters into a preelue finance 

agreement with the coepany writing the coverage or a preelua 

finance agreeaent with a preeiue finance coapany. 

(4) •Preelue financing• eeans the activities of a duly 

licensed agent advancing preeiues directly to an insurer on 

behalf of an insured. 

1 

2 

3 

It 

5 

6 

7 

8 

9 

10 

11 

lZ 

1l 

lit 

15 

16 

1l 

18 

19 

20 

21 

22 

23 

Zit 

25 

LC lBitl/01 

CSJ •Principal balance• .eans the difference between 

the aaount of the preeiu• and fees charged by the insurer or 

producer Mld ttle down pay-nt on the preei ue. 

Section 3. Preelue finance agree .. nt. (1) A preelue 

fi~nca agr-nt inc:ludes a loan contract• noteo egr--nt• 

or obligation wherein an in1ured agrees to pay to a coepany 

in installaents the principal aeount advanced by the co•pany 

to an Insurer or producer In pay .. nt of preelu• on an 

insurance contract or contracts• plus charges, with the 

assi~n .. nt as security therefor of the unearned preelueso 

accrued dividends, or loss pay .. nts• the final installeent 

due data of the agr-.. nt not to extend IMyond the tar• of 

the insurance contract included In the egr-nt having the 

latest expiration date. 

(2) A pre.iu• finance agr--nt _., not Include the 

financing of Insurance contract prewiues purchased In 

c~nection with the financing of goods or services. 

Section~. Oirect or Indirect financing pereitted. 

With respect to a pre•lu• finance agreeeento the Insurer 

writing the coveraqe •ay write such coverage under a direct 

finance agreeaent or a co•pany engaging In the business of 

advancing •oney •ay advance .oney directly or Indirectly to 

an Insurer, at the request of an Insured, pursuant to the 

ter•• of 3 pre•ium finance agreement. 

Section 5. Security for advanceeents under a pre•iu• 
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finance agreeeent. Under a preeiua finance agree.ent the 

Insured assigns the unearned prealues. accrued dividends, or 

loss pay.ents as security for the advanceaents In payeent of 

prealues on an Insurance contract. 

Section 6• A.ount of advanceaent allowed. The aeount 

of an advanc ... nt on payewnt of preeiues under 3 prceiua 

finance dqreeaent shall bear a reasonable relationship to 

the prealu. or preaiues that are baing financed. 

Section 1. Fora and contents. (lt A prealue finance 

a~reeaent sn.ll be 

tfle,•eof shall be 

shal'l set forth: 

in writing• and the printed portion 

fn at least a-point type. The agreeeent 

(a) the na-s and addresses of the Insured and the 

coapany• and the date of thti agreeaenu 

(b) a description of the Insurance contracts for which 

the preeiu.s are advanced, Including the total a~unt of the 

preaiuas and fees and a specific breakdown thereof oy 

policies and a general description of coveraqes; 

(ct the -t of the dovnpay-nt; 

(dJ the costs• if anye for credit life insurance; 

(e) the principal balance; 

Cf) the finance charges; 

(g) the unpaid balance; 

{hi the due date of the first installaent; 

(i) the nuaber• aaounto and frequency of payeent of 

-3-

1 

2 

3 

.. 
5 

6 

7 

8 

9 

10 

11 

12 

13 

1~ 

15 

16 

11 

16 

19 

20 

21 

22 

23 

24 

25 

LC 18'<1/0! 

the install•cats; and 

(j) a stateaent that the Insured eay prepay the full 

a-aunt due and ~~ceive a rebate of a portion of the finance 

charge. 

Section a. Prohibition on blank spaces -- exception. 

(l) Ho pre.iu• finance agree•ent may be executed by or on 

behalf of the insured when it contains any blank space to be 

filled In thereafter. 

(2) If an insurance contracto pre•iums for which are 

advanced or to be advanced under the agreement• has not been 

issued at the tlae of execution and the premiue finance 

agreeaent $0 provides, the naae of the insurer, the policy 

nuaber, and the due date of the first installaent ~ay be 

left blank and inserted thereafter. 

Section 9. Financing an additional pre•iu~ or policy 

required notice. {1) In connection with the financing of 

an additional preaiua or policy. upon the completion of the 

coaputatlons necessary to deter•ine tha amount of 

revised unpaid balance and the nu•ber and aaount of future 

installeent payaents. the co•pany shall •ail notice of the 

changes to the insured at his address shown in the 

agreeaent. 

12) The notice of the revised finance agreement shall 

set forth: 

(a) the unpaid balance, as adjusted; 
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{b) the number and frequency of each install.ent under 

the revised finance agr...ant; 

(c) the amount of each install.ent; 

(d) a state•ent to the insured that he aay disaffira 

the revised finance agr ... ent by .. lllng to the coapany•s 

office notice of his intention to do so, ~ithln 10 days of 

the co•pany•s •ailing of the notice of the revised finance 

agreement; and 

(e) a state•ent to t~ Insured that the c~y aay. 

in the event he disafflr•s• cancel his insurance contract or 

contracts as provided in (section 10)o eKcept that the 

required 1D-day period shall be considered to coaaence ~lth 

the •ailing of the notice of the revised finance agreeaent. 

Section 10. Notice of rejection -- acceptance -- ti•e 

for disaffiraance. (1) Upon receipt of the loan for• the 

coapany shall pro•ptly .ail to the insured at the address 

shown in the agreeaent or deliver to the insured personally 

either a notice to the effect that the application for a 

loan is rejected or a copy of the agreeaento thereby 

signifying acceptance by the coapany. 

(2) If the agree•ent contained any blank space ~hen it 

was executed by or on behalf of the insured and such blank 

was subsequently filled lno the ca.pany shall .all or 

d~liver a copy of the agree .. nt as so filled ino as provided 

in subsection {1)• The Insured shall have 10 days in ~ich 
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to disaffir• his obligation under the preaiu• finance 

agre...nt by giving written notice thereof to the producer 

and the COIIPany. In the event the agr-nt is not 

disafflraed by the lnsu~edo the agre .. ent shall be as 

binding an allligatlon of the insured as if the agree-nt 

were co•plete on its face ~en It was executed. 

Section 11. Pe~•issive provisions -- cancellation. A 

prealu• finance agre .. ent aay contain a power of attorney or 

other euthor I ty enabll ng the co.-p .. y to c.ncel the lftsurance 

contract or contracts listed in the agree .. nt In event of 

default In the ter•s thereof. Upon the eKerclse of such 

right to cancelo the ca.pany shall aail to the iasuredo to 

his last known address or to the address shown on the 

pre•iu• finance agreeaent at lea~t 10 days prior to 

cancellation• a notice of its intent to cancel the insurance 

contract or contracts. The liability of a ca.pany to any 

person or corporation upon the exerci~e of such right or 

authority of cancellation shall be lialted to the a.aunt of 

the principal 

fai 1 ure by 

section. 

balanceo except in the event of willful 

the coapany to •all the notice required by this 

Section 12· Observance of restrictions and regulations 

governing cancellation. (1) All statutory, regulatory• and 

contractual restrictions providing that the insured or the 

insurer first satisfy such restrictions by giving a 
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prescribed notice of cancellation to govern.enta1 agencyw 

the insurero the l~suredt the holder of a security interest 

in the subject of the insurance, or other prescribed party 

are not affected by the provisions of [this act]. However• 

any cancellation notice period required by such statutory• 

regulatory, or contractual restriction ~ay not be cu.ulative 

to the period required by (sections 9 and ll]• 

(Z) If cancellation of the Insurance contract is 

Initiated by the coapany under the ter•s of [this act]• the 

insurer shalt, In accordance with the requlreeent for a 

pre~cribed notice, on behalf of Itself or the Insured, give 

such notice to: 

(a) the goYer~ntal agency; 

(b) ~he holder of a security· Interest In the subject 

of the Insurance; or 

(c) any other prescribed party. 

(31 The Insurer shall deter•lne and calculate the 

effective date of cancellation, in accordance with the teres 

of that prescribed noticew frCMI the date It receives the 

notice of request for cancellation froe the coepany. In no 

instance -y the effective date of c~ncellatlon be prior to 

that established by the coepany. 

Section 13. Return of unearned preeiues or accrued 

dividends. The insurer within a reasonable ti•e after tne 

effective date of cancellation shall return vhatever gros~ 
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unearned preulues or accrued dividends are payable unde~ the 

Insurance contract to the coepany that financed the 

Insurance contract for the benefit of the insured. Whenever 

the return prealuo Is In ex,ess of the aaount due to the 

coapany, the excess shall be re•itted proaptly to the 

in~ured or to his order. 

Section 14. Affidavit of .ailing. (11 At the time of 

.ailing the notice required by [se,tions 9 and 11]• the 

eeployee of the coapany who is doing the mailing shall 

prepare and siqn an affidavit setting forth the following< 

(a) the naee and address of the eaployee doing the 

aalling; 

(b) that the eeployee Is 18 years of age or older; 

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

(d) the addressee•s na~ and address as shown on the 

envelope •ailed; and 

(e) that the envelope was sealed and deposited in the 

mail with th~ postage thereon fully paid. 

(ZJ An affidavit of eailingo prepared as prescribed in 

this se,tlon, creates a rebuttable presumption that the 

notice was •ailed to the addressee stated in the affidavit. 

Section lS. limitation of finance charge. A duly 

licensed fnsurance agento the insurer writing the coverage. 

or a premium finance agency •ay not Impose. take, receive• 

reserve. or charge a finance charge that in the aggregat~ is 
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greater than ti>at per•itted by [this act]. 

Section 1&. Aggregate finance charge. (1) A duly 

licensed insurance agentw an in5urer writing the coverage 

being financed, or a pr .. iua finance agency aay contract 

for, charge, receive, and collect a finence charge that •ay 

not exceed in the aggregate: 

Cal l 1/2~ on the unpaid open account balance due a 

duly licensed agent; 

[b) 1 3/ltt per aonth on that part of the unpaid 

principal balance of a loan up to but not in excess of 1700 

due an Insurer writing the coverage beift9 financed or a 

preeiu• finance agency; and 

Cc) 5/6 of 11 per eonth on any re.ainder of such 

unpaid principal balance in excess of S700. 

Section 17. Minilaua charge allowed -- -xi- cbaf'ges 

for certain seall install .. nt pay-nts. If the finBnce 

charge coaputed under (section 16) is less than 112• it aay 

be imposed• except that: 

111 when the principal balance is not In excess of 

5100 and is to be repaid in less than It eonths• the •axiaua 

charge shall be 54; 

(2) when the principal balance is not in excess of 

SlOO and is to be repaid In four aonthly lnstall .. nts• the 

maximum finance charge shall be 56; and 

(3) when the principal balance is not in excess of 
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noo and is to be repaid in five or aore aonthly 

install .. nts• the aaxlau. finance charge shall be sa. 

Section 18. Date of co~tation of charqe. The finance 

charge shall be coaputed froa the effective date of the 

in5urance coverage. provided that the coapany shall pay tne 

preaiua due the insurer either: 

(a) within 30 days fro• the effective date of the 

insurance coverage; 

(b) within 30 days after the receipt by the coapany of 

a proper prealu• finance •greeaent; or 

(c) within 15 days •fter the c~pany has aailed to the 

Insured notice of a revised finance agreeaent pursuant to 

(section 9}• whichever is later. 

(2) lf the conditions of 

subsection (1) are not -t• 
(a)o (b)w or (c) of 

the finance charge shall be 

coi!puted fr~ the date the proceeds of the 1 oan are 

forwarded to the insurer. In the event the coapany receives 

a proper preaiu• finance agree•ent later than 60 days fro• 

the effective date of the policy financed, a proportioned 

adjustaent of the finance charge shall be aade after the 

60-day period. 

Section 19. Advance pa.,.ents refunds. (1) 

Notwithstanding the provisions of any preaiua finance 

aqree•ent to the contrary, any insured May pay the 

obligation in full at any tiae before •aturity of the final 
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1 nsta n .. nt.. 

(2) If the insured pays the obligation In full before 

•aturityo he shall receive a refund credit thereon co•puted 

in accordance ~lth (section 28), eKcept that: 

(a) when the a.ount of the refund credit for 

anticipation of payeent is less than Sl• no refund need be 

•ade; and 

lbJ ~hen the earned finance charge a.ounts to less 

than the •ini.u• finance charge pereitted by (section 17]o 

tt1e coapany aay retain as an earned finance charge a sue 

equ.t l u the el n hau• perel t ted by [ sect I on 17] or the 

lliiXh'K.I• prescribed by [section 17]e whichever Is applicable. 

Section ZOo Default charge. A pre•lue finance 

agre .. ~ llily provide for t~e payaent of a default charge of 

Sl to a aaxl.u. of 5! of the delinquent installeent ~t not 

to exceed S5t In the event of a default for a period of not 

less than 10 days in the payeent of any scheduled 

lnstall .. nt under the ter•s of a preeiue finance agreeaento 

This charge eay not be conect.ed eore than once for the sa

default and eay be collected at the tiee of such default or 

at. any tiee thereafter. If the default charge is deducted 

free any payeent received after default occurs and such 

deduction results in the default of a subsequent 

install .. nto no charge aay be eade for the resulting 

default. 

-11-

l 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

zo 

Zl 

22 

23 

2t.. 

25 

LC l'J4l/O' 

Section llo Payaent on assigned agreeeent -- effect of 

assigneent on defenses. ll) Unless the insured has notice of 

the assignaent of a pre~iue finance agreement• payment 

thereunder by hia to the last-known assignee of the 

agreeeent shall be binding upon all subsequent assignees. 

(Z~ Assigneent of the premium finance agreement shall 

not cut off any defenses which the insured would have 

against the coepany of an assignee of the agreement arising 

froe obligations ieposed by this division. 

(3~ The obligations and rights of a preRium finance 

agency under [this act] shall also apply to the assignee of 

a preeiua finance agreeeent. 

Section 22. Statements return of paid agreement. At 

any tiee during the tere of the preaium finance agreement 

but r~t late1 than l year after the last payment thereunderi 

the coapany shall, upon written request of the insured. give 

or aail to hie a written statement of the date and amounts 

of payeent and the total aeount. if any. unpaid thereund• • 

This stateaent shall be supplied once each year without 

charge. If an additional stateaent is requested. the company 

shall supply such stateaent at a charge not exceeding Sl for 

each additional stat-.ent so supplied. Upon payeent of a 

loan in full, the company upon request sh~ll return the 

prealu• finance agreement aarked •Paid• to the insured. 

Section 23. Cancellation of policy-- refund credit. 
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In the event that the insurance policy or policies which are 

the subject of a preMiUM finance agree.ent are canceled by 

the insured or by the insurer for any cause, the insured is 

entitled to receive a refund credit thereon. This refund 

credit shall be calculated In the .anner prescribed in 

[section 28] and shall be paid to the insurer within a 

re~sonable time. 

Section 21t• Validity as secured transaction. No filing 

of the pre•iu• finance agree .. nt Is necessary to perfect the 

validity of such agree•ent as a secured transaction as 

against creditors. subsequent purchaser so pledgeeso 

encuebrancerso successors. or assigns of the Insured. 

Section Z5. Oownpay .. nt --trust -- trans•ittal. Any 

downpayment that is received by the ca.pany fro• the Insured 

or fro• the insurance producer on behalf of the Insured 

shall be held by the coMpany In trust for and in transit to 

the insurer. This downpay.ent shall be paid to the lnsurero 

together with the balance of the preMiue payable pursuant to 

the terms of the preeiue finance agreeeent within 30 days 

fro• the effective date of the policy, within 30 days after 

the receipt of a proper pre•lue finance agreeeent by the 

coMPany, or within 15 days after the coMpany has eailed to 

the insured notice of a revised finance agree .. nt pursuant 

to [section 9), whichever is later. If the preeiu• is pai1 

to the insurance agent or broker of recordo such agent or 
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broker of record is not considered the agent of the coepany 

by reason of such pa~nt• 

Section 26. Manner of holding downpay.ents• {11 The 

downpay•ents received by the co~any under the provisions of 

[section 2S)o .. y be held by the ca.pany in trust in a 

separate bank account or depository. or in lieu thereofo the 

co.pany •ay eaintain a ti•e deposit with a banko savings and 

loan assoclatlono or co.parable Institution or obtain a 

certificate or certificates of deposit fro• a bank in an 

a.aunt at least equal· to the average aeount of such 

downpayeents being held at any given tiee by the company as 

ascertained by the ca.elssloner of Insurance, and which are 

payable to the insurer pursuant to the teres of the pre•iuM 

finance agre .. ent. 

(21 The deposits or certificates specified in 

subsection (1) shall be held In trust for the benefit of the 

insureds, as the relative interest in such downpay•ents may 

exist at any given ti•e• 

Section 27. Insolvency. In the event of the Insolvency 

of a coepanyo 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 re.itting 

the aaount of the dovnpay .. nt to the Insureds on all pre•iu• 

fin,nce agree.ents upon which the co•pany has not been 

forwarded in full the downpayeents collected fro• and then 
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being held for insureds, and, if insufficient to pay all 

such a.ounts in full, then such funds shall be applied for 

such purposes pro rata. 

Section za. Refund or credit of excess pay.ents -

a-aunt of refund credit. Whenever the interest or charges, 

or interest and charges 

.axl.,• provided by [this 

repay.-nt of the loan, 

deducted 

act ]• by 

a new 

thereof 

in advance. exceed the 

reason 

loan. 

pr lor 

of subsequent 

refinancing, or 

to ~~atur i ty or otnerwfsee or any portion 

prepay.ant of lnstalt .. nts on the investDent certificate 

pur~ha .. d with the loan, the excess shall be refunded to the 

12 borrUNer or credited on any balance owing by the borrower to 

13 the co.pany. However• after the due date of the third 

1.., .onthly install .. nte the aaount of any such refund credit 

15 aay represent at least as great a proportion of the finance 

1& charge as the su• of the periodic balances after the .onth 

17 in which prepay .. nt is •ade bears to the su• of all periodic 

18 ~lances under the schedule of install ... nts in the loan 

19 aqre...nt. 

zo Section 29. Conflict of statutes. If any conflict 

21 exists between the provisions of [this act) and the 

ZZ provisions of any other taw, the provisions of [this act] 

23 control with regard to insurance pre•iu• financing. 

z.., Section 30. Severability. If a part of this act is 

25 invalid, all valid parts that are severable fro• the invalid 
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part re•ain in affect. If a part of this act Is invalid in 

one or ~re of its applications, the part reaains in effect 

in all valid applications that are severable from the 

invalid applications • 

Section 31• Codification. Sections 1 through 28 are 

intended to be an integral part of Title 33• and the 

provisions of Title 33 apply to sections 1 through ZB. 

-End-
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