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HOUSE BILL NO. 887 

INTRODUCED BY SCULLY 

IN THE HOUSE 

On motion, rules suspended. 
Bill allowed to be introduced. 

Introduced and referred to 
Committee on Judiciary. 

Committee recommend bill 
do pass. Report adopted. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Transmitted to second house. 

IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Motion pass consideration. 

Second reading, concurred in. 

Third reading, concurred in 
as amended. 

IN THE HOUSE 

Returned from second house. 
Concurred in as amended. 



March 31, 1979 

April 2, 1979 
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Second reading, amendments 
adopted. 

Third reading, amendments 
adopted. Sent to enrolling. 

Reported correctly enrolled. 



46th legislature LC 1929/01 

1 ~moo.$ll 
2 INTRODUCED BY 

3 
~) 

4 A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE THE 

5 LAWS RELATING TO THE REGULATION OF INSURANCE CONPANIE~; 

b AMENDING SECTIONS 33-2-501, 33-2-SD2o 33-2-531, 33-2-80~, 

1 33-2-806, 33-2-820 THROUGH 33-2-822, 33-2-829, 33-2-830, AND 

8 33-2-832, HCA.• 

9 

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HONTANAf 

11 Section 1. Section 33-2-SD1o MCAo is a~nded to read: 

12 •33-2-501. Assets allowed. In any deter•lnatlon of the 

13 financial condition of an insurer, there shall be allowed as 

14 assets only such assets as are owned by the insurer and 

15 which consist of: 

16 (1) cash in the possession of the insurer or in 

17 transit under its control and Including the true balance of 

18 any deposit in a solvent bank or trust coepany; 

19 (2) invest•ents, securitleso propertieso and loans 

20 acquired or held in accordance with this code and in 

21 connection therewith the following itees: 

22 (a) interest due or accrued on any bond or evidence of 

23 indebtedness which is not In default and which Is not valued 

24 on a basis including accrued interest; 

2'> (b) declared and unpaid dividends on stock and shares 
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unless 5uch a.aunt has otherwise been allowed as an asset; 

(c) interest due or accrued upon a collateral loan in 

an aeount not to exceed 1 year•s Interest thereon; 

(dt interest due or accrued on deposits in solvent 

banks and trust coapanles and Interest due or accrued on 

other assets, if sue~ Interest is In the judgaent of the 

co .. issloner a collectable asset; 

(e) Interest due or accrued on a eortgage loan in an 

..aunt not exceeding In any event the a~unto If anyo of the 

excess of the value of the property less delinquent taxes 

thereon over the unpaid principal. In no event shall 

interest accrued for a period in excess of 18 •onths be 

allowed as an asset. 

(f» rent due or accrued on real property if such rent 

is not in arrears for .ore than 3 eonths and rent •ore than 

3 •onths In arrears if the pay .. nt of such rent be 

adequately secured by property held In the na•e of the 

t~nant and conveyed to the Insurer as collateral; 

(g) the unaccrued portion of taxes paid prior to the 

due data on real property; 

(3). pre•iu• notes. policy loanso and other policy 

assets and liens on policies and certificates of life 

insurance and annuity contracts and accrued Interest 

ther~ono In an aeount not exceeding the legal reserve and 

other policy liabilities carried on each Individual policy; 
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(~} the net a80Unt of uncollected and defer..-ed 

preaiues and annuity considerations in the case of a life 

insurer; 

{ 5J pra.iues in the cou..-se of collection• other than 

fot" life insu..-ance• not eore than 3 eonths past due. less 

co .. ossions payable thereon. The foregoing 'ieitation shall 

not apply to preeiuas payable directly or Indirectly by the 

united States 90vern.ent or by any of its instru.entalltles. 

(6) install .. nt p..-e•luas other than life Insurance 

preeiues to the extent of the unearned p~eelue reserve 

cart"iecl on the policy to which pr .. iu•s apply; 

{7) ftOtes and 111ce written ob1i9ftions not past due, 

taken for p..-.. itiiH other than 1 ife insurence pt"-tu.so on 

policies per•ltted to be Issued on such basis. to the extent 

of the unearned preei- reserves carried thereon; 

{B) the full -m of r~h,surance reco-rable by a 

ceding Insurer .,.,._ a solvent rAinsurer and which 

reinsurance Is .uthorlzed under 33-2-1205; 

(9) aaounts f"&e&ivable by an assua<ng insure,-

representfn9 funds withheld by a solvent cedln9 Insurer 

unde,- a reinsurance treaty; 

(10) deposits o,- equities ,-ecovera-le froe underwriting 

associations• syndicateso and rein~urance funds or fra. any 

susoended banking Institution. to the extent deeeed by the 

co .. issioner available for the payo~nt of losses and claies 
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and at values to be deterained by hie; 

(111 ~lect,-onic data processing ma~h~ft~~ e~~nt if 

the cost of eeeh such is 

at least •+e&T&89 ~~. which cost shall be a•ortized in 

full over a period of not to exceed *9 I cdlendar years; 

112) all office equjgeent and offjce___fUL~ 

necessarv for the conduct of jnsurance ~~~1--tb& 

aggregate of which way not at any gne time exceed Ll_gf__~ 

~ assets of the jns»rer. The cost o~u~QU~ 

shall b9 depreciated go a reasgn4ble basj~ jn_~mi~ 

bJHDW!illiiA.a 

t~Llll all assets, whether or not consistent with the 

provisions of this sectiono as may be allowed pursuant to 

the annual stateaent for• approved by the commissioner for 

the kinds of insurance to be reported upon therein; 

u·~tllll other assetso not inconsistent with the 

provisions of this sectiono deeaed by the commissioner to be 

available for the pay .. nt of losses and claimso at values to 

be d~terelned by bia.• 

Section 2• Section 33-2-502• MCAo is amended to read: 

•33-2-502. Assets expressly not allowed. In addition 

to assets iapliedly excluded by the provisions of 33-2-501• 

the following expressly shall not be allowed as asset~ in 

any deteraination of the financial condition of an insurer: 

(1) goodwillo trade names, and other like intangible 

-4-



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

13 

19 

20 

21 

22 

23 

24 

25 

LC 1929/01 

assets; 

(2) advances to officers (other than policy loans}w 

whether secured or noto and advances to employeeso agentso 

and other persons on personal security only; 

(3) stock of such insurero owned by ito or any equity 

therein or loans secured thereby or ~ny proportionate 

interest in such stock acquired or held through the 

ownership by such insurer of an interest in another fir•• 

corporation. or business unit; 

(4) furniture, fixtures t~her--then--e+ee~ron+e--~e 

preee~~fn~----.ae~fn~---eat~r+~ed---aftd~---33-l-~&tt~*tt• 

furnishings. safes, vehicles fexcept as ~LiLed yoder 

ll=Z-5011121, libraries, stationery, literature, and other 

eQuio•ent. •achiness and supplies fqtber than clectroplc 

~ grocesslng eqyjppent autborlzed ypder 33-2-5011111)• 

except: 

(a) in the case of title insurers• such materials and 

plants as the i~surer is expressly authorized to invest in 

under 33-2-851; and 

(b) in the case of any Insurer, such personal property 

as the insurer is per•itted to hold pursuant to part 8 of 

this chapter or which Is acquired through foreclosure of 

chattel ~rtgages acquired pursuant to 33-Z-631 or which is 

reasonably necessary for the •aintenance and operation of 

real estate lawfully acquired and held by the insurer other 
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than real estate used by It for ho .. office, branch office, 

and slailar purposes; 

(5~ the amount, if any. by which the aggregate book 

value of invest•ents as carried in the ledger assets of the 

insurer exceeds the aggregate value thereof as deterained 

under this code.• 

Section 3. Section 33-2-'531t ~CAo Is aaended to read: 

•33-2-531. Deposit of reserves -- doaestic life 

insurers. (1) Do•estlc life Insurers shall deposit and 

aaintain on deposit, In 

depositaries and subject 

securities and assets• with 

to conditions as provided for in 

part b of this chapter. an aaount not less than the reserves 

on its outstanding life insurance policies and annuity 

contracts. as valued under 33-l-521 through 33-2-526• 

(2~ Annually on or before April 1• the insurer shall 

so d~posit any additional such securities required under 

subsection (lJ and related to the Increase of such reserves 

during the calendar year next preceding, as deter•ined fro• 

the Insurer's annual state•ent as at Oeceaber 31 of such 

preceding year. 

(3) A domestic stock life insurer aay credit toward 

such deposit the amount of any other deposit of the Insurer 

held under part 6 of this chapter for the protection of its 

policyholders or of its policyholders and creditors• 

(4) Oeposits of the reserves of a doaestic life 

-b-
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Insurer under this se~tlon shall consist of securities and 

assets acquired in accordance with part 8 of this chaptera 

.-eept-es-~o++ow.-

tet--&o..aft--steeks---~+red---and~---33~-8~8---end 

+ftwest.e~-~es~eewr+t+ee-e~re4-ander-~3-~~4-~e++-be 

e++~+---•or-~s+t-Oft+r-.o~Re--.~t~-~e•-•~-the-ve+ee 

et-wft+~-they-ere-eerr+ee-+n-the-+ast-f+nene~e+-stete~ftt-on 

~++e-witft tfte eoa.+.,+~-er-t~-eost-~--ee~e+red--e+ftee 

tfte-deh-ef-t~te-hn-etete-nt _ _. •• ._ 

tbi--Seear+t+ .. --e~+re4--aftder--~~-&l9-ehe++-ft0t-&e 

e+~._•er-.... +b 

tet--Bft .... -..-J-...ete ••1111 ired II!Mer~4lHttt--eft8++ 

M--e++~~+e--*--4epee+h-e8d-+tt-fte-.-.-ehe++-tfte-,...ae-M 

eueh-reet-eetete for de~otlt perpet-s--.. e.ed--tfte--er+g+ne+ 

~ 

(SJ Real estates_ real tstate ~rtgage loans. chattel 

.artgage loans. and policy loans •ay be •ade a part of the 

deposit by filing a verified statement of the loans with the 

co .. isslonero which stat ... nt shall be subject to audit at 

all tl .. s by the co .. lssloner. Nonnegotiable securities 

wher~ deposit~d with the co..lssioner shall be acco.panied 

br transfer powers in due for•• ~-tfte-+neerer-ae..-~e-he«e 

.,..,, ree1-..tete-~er~~~~t-ee-e-depee+t•-e-deed-of 

treet-to-the-eo .. +s~-~+-be-eo~eted-+n-eae-~er.-Oftd 

reeorded-~-to-ee+ft~eepoe+~ed-w+~~~~-~+s•+e~r• 
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(b) If default occurs in the pay•ent of interest or 

principal of any deposited security and such default 

continues for a period of 120 dayso the commissioner may 

declare such security no longer eligible for deposit under 

this section.• 

Section 4o Section 33-2-804o HCAo is amended to rea~: 

•33-Z-80"· Prohibited i nvest•ents and inv~stment 

und~rwritlnq. (lt In addition to invest•ents excluded 

pursuant to other provisions of this code, an insurer shall 

not invest in or lend its funds upon the security of: 

(a) issued shares of Its own capital stock, except for 

the purpose of •utualization under 33-3-215 or for th£ 

ourpgse gf retirjog jts stgck; 

(b) except ~ith 

ca.aissloner• securities 

the advance 

Issued by any 

consent of the 

corporation or 

enterprise the controlling Interest of vhich iso or after 

such acquisition by the insurer will beo held directly or 

indirectly by the insurer or any co•bination of the insurer 

and the insurer's directors. officers• parent corporation, 

subsidiaries• or controlling stockholders. Investments in 

subsidiaries under 33-Z-822 shall not be subject to this 

provision. 

(c) any note or other evidence of indebtedness of any 

director, officero or controlling stockholders of the 

insurer. except as to policy loans authorized under 

-8-
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33-2-825. 

(2) No Insurer shall underwrite or participate In the 

underwriting of an offering of securities or property by any 

other person.• 

Section s. Section 33-2-806, ~CA, is aaended to read: 

"33-2-806. Diversification of investeents. An Insurer 

shall invest in or hold as ad•ltted assets categories of 

investments only within applicable li•its as follows: 

(1) An Insurer shall not, except Nlth the consent of 

the commissioner, have at any one tl.e any co•binatlon of 

inv~stments in or loans upon the security of the 

obligations, property, or securities of any one person or 

insurer aggregating an aaount exceeding 5~ of the insurer•s 

assets. This restriction shall not apply as to general 

obligations of the United States of A.arica or of any state 

or include policy loans aade under 33-2-825. 

(2) An insurer shall not invest in or hold at any one 

time more than 10~ of the outstanding voting stock of any 

corporation. except Nith the consent of the co••issioner 

given with respect to voting rights of preference stock 

during default of dividends• This provision does not apply 

as to stock of a wholly-owned subsidiary of the Insurer or 

to controlling stock of an insurer acquired under 33-2-821. 

(31 An insurer. other than title insurer, shall invest 

and aaintain invested funds not less in aaount than the 
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alni.ua paid-in capital 5tock required under this code of a 

do.astic stock ln5urer tr~sacting like kinds of insurance, 

only in c~sh and the securities provided for under the 

following sections: 33-2-811(1)• ll-2-812• and 33-l-830. 

(It) A life insurer shall also invest and keep invested 

its funds in a.ount not less than the reserV8S under its 

life Insurance policies and annuity contracts, other than 

variable annuities. in force In cash andtor the securities 

or lnvestaents provided for under 33-2-531 • 

t§t--E•~w+~tt-ttte-eo-+~~-·~.,---+ttS1n'er 

s~e++-no~-~a.e-+nves~d-~-efty-ene-~+.e-aor~~en-~o#-+~ 

.,,.~--Pn--~-e+o.s--o*-seeo~t+.s-deseribed +n-3~-~e., 

.. e+os+Ye-o#-~+~+ons-of-pob++e-~+++~+esY 

t&tL1l An insurPr eay invest and have invested at any 

one tiee in aggregate aaount not acre than lOt of its assets 

in all stocks under 33-2-820.--33-~ and 33-2-824. 

oeteraination of the aeount which an insurer has invested in 

co .. on stocks for the purposes of this provision shall ~e 

based on the cost of such stocks to the insurer• This 

provision shall not apply as to stock of a controlled or 

subsidiary insurance corporation or other corporations under 

33-2-821 and 33-2-822. 

t~Lkl Except with the co .. issioner•s consento an 

insurer shJll not have invested at any one time eore than 

10l of Its assets in the class of securities described in 

-10- F¥1 )J J'? t "-.;..,.. ... ~ 
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any one of the following sections: 33-2-81">• 33-Z-819, and 

33-2-823. 

tiltllJ. li•its as to investaents in.the ce~te'}ory of 

real estate shall be as provided in 33-Z-832. Other specific 

lieits shall apply as stated in the sections dealing with 

other respective kinds of lnvestaents.• 

Section 6. Section 33-2-BZO, ~CAt is a.ended to ree~d: 

•33-2-820. to..on stocks. An insurer •ay Invest in 

ftOftesse.see+e--eo .. en -~~.--ot~-~n-inswPonee-stoeks• 

,o .. oo shares of sto'k of any solv~nt corpor•tion existing 

under the lavs of the United Stdtes of Aaerica or of Canada 

or any state or province thereof ~-eesft-oP-stoek--d+Y~ds 

ho¥e-~..n-eorne~ en~ ,.;~ on-~s-ee.aon-stoek-+n-eeeh-of-~ 

s--~+seo+--y~pP···~'"' .-eft-oeqw+si~-Oftd-+~.-~p~py 

et+--,P+oP-__.~.._,__,...._ prefere----stefll---~---ft 

eet'pOPet+oft.--+f>-enyw ere ef+<J+e+e-for-+nvestll.,nt--deP-th+s 

pertw-~f~ ••••ln.- eorporot+eft--hes--net--~en--+ft--.. ,e+ 

ex+seene.--+e.-t-. whe .. -of-the-§-ppeeed+n~-~see+-yeers-hwt 

~-~-ee-e-eonso++4etieft--or--... ~ep--of--tvo--op--eope 

nsiftesses.--the--teet--M-fl~~Hity-fop-+..,_~of-ns 

co••v" -~--wft6er--t~s--see~n--she++--ee--eesed---upon 

eon•o~ ideUen--, __ fer .. -steteeent:s -e4-the-p.-H8eesw--et" 

eonst~- inst:it.t:+ens that qualify as ~ prydent 

~stwent of the joiU£cr•s assets•• 

Section 1. Section 33-Z-821, MCA, is amended to read: 
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•33-2-821. Insuran'e stocks. (11 An insurer •ay invest 

yp to 10:t of Its asaets in the stocks of othel'" solvent 

insurers foreed undel'" the laws of this or another state• 

wh~h-stoek~~-t:he epp~ieob+e--~e~a+~emeft~s--~--~~-t-8~9 

and--~~~-8~8 the District of Cplu.pjao or aDY pro~Qf 

~-
(2} With the co .. lssioner•s consent, an insurer may 

acquire and hold the 'ontrolling intel'"est in the outstandin9 

voting stock of anothel'" stock Insurer for~ed under the laws 

of this or another state. •~+-st:&eks-ande.---~h~s--sabseet~cn 

sfte++--be-swhjee~-t:o-t:he-•+_.~et+en-es-tc-e•eant-es-~rov+ded 

+ti-33-~-&Nw· 

Section e. Section 33-2-822, HtA, is amended to l'"ead: 

•33-Z-822. Stocks of subsidiaries. With the 

,o .. issionei'" 0 S consent• an insul'"er ~ay invest in the stock 

of its who+•y-owned subsldial'"y insurance corporation or in 

the stock of its who•+y-ewfted subsidiary business 

corporation for•ed under the laws of this state and 

necessary and incidental to the convenient operation of the 

insurer's Insurance business or to the ad•inistration of any 

of its invest•ents. All of the insurer's invest~ents under 

this sectlon.-to~he.--w+t:h--+~-+nves~t:9--+~-+~a.-enee 

ftoelts--aftd--H-~-8Hfi!ty shall not at any ti•e exceed the 

eeown~-ef--the--+"~~--iftswPe.-~s--swP~+as.--+f--c--~+~e 

+tls•~•••--o.---+~--4aPp+as--t:o-~c~+eyho+de~s-+~-~her-~~en-e 

-12-
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+-i-.fe-+nfljJI'e,.• lOJ of tba Investing insurer's as:;ets• for the 

PJU..Q~ of t.h is sect-ion. a •subs! dJ an• Ia a c.orpgnt.l m of 

whjch the josurer owns suf{i~nt stock to_g!xe_jt effective 

control.• 

Section 9, Section 33-2-829• "'A• Is a~nded to read: 

"33-2-829. Miscellaneous invest .. nts. (1) An Insurer 

may .eke--+oens--e~--iftyes~~-ft~--~rw+se--•~~s+y 

perM~~ed--~~--~h+s-~~·-+n~~~e-eeeant~-ever-5• 

ef-~he-+nstwer._,_,,Hs-efHI-rt&t eYer .._f'-•.eti--11H11---" 
eny-ene-s~ft-+een-er~~~.-+f'-saeft-+ee~-+nw.~~ 

~~+++s---~he---~e~reaents---ef--~3-i-•&5--eftd--e~r.+se 

q~e++~+es-fts--o--soaftd--iftyes~••ntw -~--ne--saeh--+eeft--or 

+nves~een~sfte++-he-re~&Sen~e-by• 

tet--ony--~ea--deser+bee--+n--~~t-5~--or-eny-+een-or 

+nvestlltet'l~-fther~-_,wess+y-~eMb~ 

fbt--e~en~s&-be+9ftees~-e..aftts-ed¥eneed-~e--et--ow+ftg 

by--e~ents--e~--~er .. r-e~nts-ef'-~+n~rer•-·~~her-or-ftet 

see~reey-e•ee~t-es-~-pe++ey--+eens.--.. ,.~~ege--+eens.--end 

ee++etere+-+eens-ot~~w+se-o~er+red-~der-~s-pertt 

tet--eny--eete~ry--ef--+oens--er--+nYe.taeots e+iq+b+e 

Hnder-eny-e~her-~ev+s+ens-of'-tft+s-per~t 

tdt--eny esse~~ftef-eet~•lred -o..--tte+d--by--ttMI 

+ns~rer--~er--eny--e~er--e.t~y-of-+oens-er-+n¥eS~~s 

e++~+b+e-~nder-th+s-~rt ~gr inyest jts funds in--an 

~ate a..,unt not exceedjng U of its auets ln_klnds gf 
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loans or inyeat.wanta not. otberwjse speclfie,allx wade 

eligible tor inyest-ent and not spec.ifle,ally prohibited or 

Aade Ineligible by this or other provisions pf thi$ code. 

(2) The insurer shall keep a separate record of all 

loans and !nvest-nts -de under this section.• 

Section 10. Section 33-2-830, ~c•• is aaended to read: 

•31-2-830. Real estate wortgaqes. (1) An Insurer •ay 

invest any of its funds in bonds, notes. or other evidences 

of indebtedness which are secured by ~irst .ortga9es or 

deeds of trust upon iwproved real property located in the 

United States or Canada or which are secured by first 

aortgages or deeds of trust upon leasehOld estates having an 

unexpired ter• of not Jess than 21 years. inclusive of the 

terw or teras which way be provided by enforceable options 

of renewal, in iwproved real property located In the United 

States or Canada. In all cases the security for the loan 

mu$t be a first lien upon such real property, and there eust 

not be any condition or right of reentry or forfeiture not 

insured against• under whlche In the case nf real property 

' other than leaseholds• such J~en can be cut off or 

su~ordirlated or otherwise disturbed or under which~ in the 

case of leaseholds, the insurer is unable to continue the 

lease in force for the duration of the loan. Nothing herein 

shall prohibit dny investwent by reason of the existence of 

any prior lien for ground rents. taxes. assesswents. or 

-14- HB ~8 7 
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other sl•llar charges no~ yet dglinquent. Thl• section ~hall 

not be deeaed to prohibit investa~nt In •ortgaqes or si•llar 

obligations ~en made under 33-2-628. 

(21 •I~roved real estate• aeans all fare lands used 

for tillage. crop. or pasture. QL tiebarlandso and all real 

estate on which peraanent ieprove.entsa or jmproxewents 

ynd&r cgnstryctiQQo suitable for residential, lnstitutionalo 

co.aerclalo or industrial use are situated. Real estat• to 

De deiNIIQped for IUd yses on wbHh dyrable lt.rW-turaJ 

.i.JIIiu'ove~~ent.s or_ du.t'ablll.. ~uct.ural i1muove•en.ts under 

'DOitructlog. iQCiudina by\ oot Ji•lted to streetl ond 

ytiljtjes which •\11 _.,gee an integral part of~ 

de¥9}AQ4Dnt• ars litY•ted pr abyt shall alsa b• 'ansi6ered 

to b• lltQroved rut •1W1i•• 

C3t Ca) No such ~rtgage loaR or loans ••de or 

acquired by an Insurer on any one property shallo at the 

ti .. of invest .. nt by the insurer, e•ceed the larger of the 

following aaounts as applicable: 

fi) two-tft+~ JAI of the value of the real property 

or leasehold securing the , ... , provldedo however, If said 

real property or leasehold consists of one- or two-faeily 

residential propertyo t~..-.e.~fts 2D} of said v~lue; 

til) the a.ount of any insurance or guaranty of such 

loan by the United States of America or by any agency or 

instrueentaloty thereof; or 
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Clii) the a.ounts provided in subsection (i) herein, 

plus the aeount by which the e•cess of such loan over sue~ 

d~uunt is insured or guaranteed by the United States of 

Aeerlca or by any agency or Instrumentality thereof • 

(b) In the case of a purchase eoney mortgage given to 

secure the pu~chase price of real estate sold by the 

insurer• the amount so loaned or Invested shall not exceed 

the unpaid portion of the purchase price. 

{~) No such aortgage loan or loans shall be .ade or 

acquired by an insurer except after an appraisal •ade by a 

qualified appraiser for the purpose of such investMent. 

(5) No-..eft-eert~~--~n--.ede--or--eeqw+red--~y--en 

+ns.rer--wh+eh--~--e-port+e+pot+on-or-e-pert-o+-e-ser+e~-or 

+ssve-~wred-by-.he-sewe-~t9eg&-or-deed-o~~rust-she+t-ae 

e-+ ... -"-+n._t-nt -e~--~--eet-+on--tm+-s--tlle--eftt+re 

ser+.,--or--+s.ee--wh+eh--+s-seeered-by-the-seee-.art~ege-or 

eleed-84-tr.st-+s-he+d-by-s.eh-+ns~er-or-wn+ess-tlle--+ns~rer 

he+ds--e--.en+er--per~+e+pet+on--+n-s~h-eor~~eqe-er-~eed-of 

t~-~+w+09--+t- sabstefttie11y the--r+ghts--ef--o--f+rst 

The gntjre obligatjgg se,yred bJ a first ljen_gn 

real •state 5hall be awned b¥ the <PBQaDY ex,ept that the 

cowpapJ war own sycb an obligatiqn jn 'a••oD with ather 

par\icjpaots if• at the \iee gf the company•s joyestmentr 

each partl,!oagt bas aD !nyest•ent of ogt less than 530•000 

ln_l~bljgatjon aDd js; 

-16-
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laJ a bank whose depgs"t. ' grs are .. 
deposit insu •nsyred b)' tbe f ranee cgrpgntion: adgraJ 

1Ql_ a savings and 1 . gao associ t" 
'osured b)' t.h a ogn whose Rgeben 

a federal are 
- savings aod ~OIU -l..oAD_ i nsyrance 

~n josyrance Uoi co•~or organized . 
ted States. the Di - I D aD)' state gf th 

str•ct gf Coluwbi e 
r.ana .. ~- a. or an 

...as r province of 

(6) No aort9age loan upon a leasehold shall be •ade or 

acquired pursuant to this section unless the ter•s thereof 

shall provide for amortization payaents to be made by the 

borrower on the principal thereof at least once in each year 

in amounts sufficient coapletely to aaortlze the loan within 

a period of four-fifths of the term of the leasehold• 

inclusive of the ter• which aay be provided by an 

enforceable option of renewal, which Is unexpired at the 

time the loan is aadeo but in no event exceeding 35 years.• 

Section 11• Section 33-2-832• MCAo is aaended to read: 

•33-2-832· Real estate. An insurer aay invest in real 

estate only if used for the purposes or acquired in the 

manners and within the liaits as follows: 

(1) the land and the buildings thereon in which it has 

its principal offlca and such other real estate as shall be 

requisite for its convenient accommodation in the 

transaction of its business. Except with the consent of the 
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co .. iasioner. all such investaents shall not aggregate aore 

than 5~ of the lnsurer•s assets. 

121 real estate acquired in satisfaction of loanso 

.ortgageso llenso judgaentso decreeso or debts previously 

owing to the insurer in ~ course of its business; 

(31 real estate acquired In part payaent of the 

consideration on the sale of other real estate owned by it 

if such transaction does not Increase the insurer•s 

lnvest .. nt In real estate; 

(-\) real estate acquired by gift or devise or through 

aerger, consolidation, or bulk reinsurance of another 

insurer under this code; 

(5) the seller•s Interest in raal property subject to 

an aqreeaent of purchase or sale. The sua invested in any 

such parcel of real estate shall not exceed ~~e&-feerths 

2n1 of the earket value of such parcel provided the saae 

consists of one- or two-faaily residential property and 

twe-t~~~' Ani of the aarket value of all other such parcels 

of real estate. 

(6) real estate or any interest therein acquired or 

held by purchase. lease, or otherwis~s,.--ot"e~--then--~ee+ 

.. ,~-ioe-~e--8-6-p~+-I!!WHy-fer-eilf'*eri~+,..-f'Mtei'IY-Iri~ 

deveH~--ef---+-t-----a+-ftet"tt+--t"e,_..~,....-~ee-~+-+,. 

eeus~nt,.-&r-e+u~-OH~pe'e~-ee~+red-~-en--+nve~aeftt--+of' 

t~--~p&duet+on--e+--+neeee--er--eeqe+red--te-be-f~~¥ed-of' 

-16- H8 387 
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1 deve'topeil--~&r--swett--+nwes-t-ft't~f110S•s--p--~~--"" 

2 e.+~~·~--"~~e.--~e~erw The insurer may holdo Improve, 

3 developo aaintaino •anageo lease. sello and convey real 

~ estate acquired oy it under this provision. An insurer 

S shall not. except ~ith the co .. issioner's consent• have at 

& any one tl.a invested in real estate under this subsection 

7 an aeount exceeding S. li1 of its assets• 

8 {l) additional real estate and equlpeent incident to 

9 real estate if necessary or convenient for the purpose of 

10 enhancing the sale or oth9r value of real estate previously 

11 acquired or held by the Insurer under subsections (2)• (l)o 

12 (~)• or (6) of this section. Such real estate and equlpaent 

13 shall be Included, together with the real estate for the 

H 

15 

enhance•ent of which it was acquiredo for 

applicable investaent lialts and shall 

the 

be 

purpose 

subject 

of 

to 

16 disposal at the sa.e tiae and under the sa.e conditions as 

17 applying to such enhanced real estate under 33-2-8~1. 

18 (8) except with the coaaissioner•s consent. all real 

19 estate o~ed by the Insurer under this sectiono except as to 

ZO seller•s Interest specified In subsection (5}o shall not at 

Zl any one tiee exceed ~ ~ of the insurer•s assets.• 

-End-
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k-ILl---NO • ..tl1 
INTRODUCED BY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERAlLY REVISE THE 

LAWS RELATING TO THE REGULATION OF INSURANCE COMPANIES; 

AMENDING SECTIONS 33-2-501• 33-2-502o 33-2-531• 33-2-8~• 

33-2-806, 33-2-820 THROUGH 33-2-822o 33-2-829o 33-2-8l0o ANO 

33-2-832, HCA.• 

BE IT ENACTED BY THE lEGISLATURE OF THE STATE Of MONTANA: 

Section 1• Section 33-2-501• MCA• is a .. nded to read: 

•33-2-501. Assets allowed. In any deter•lnation of the 

financial condition of an insurer• there shall be allowed as 

assets only such assets as are owned by the insurer and 

which consist of: 

(1} cash in the possession of tha insurer or in 

transit under its control and including the true balance of 

any deposit in a solvent bank or trust c~pany; 

(2) invest•entso securities. properties, and loans 

acquired or held In accordance with this code and In 

connection therewith the following ite•s: 

(a) interest due or accrued on any bond or evidence of 

indebtedness which Is not In default and which is not valued 

on a basis including accrued interest; 

(b) declared and unpaid dividends on stock and shares 
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unless such aaount has otherwise been allowed as an asset; 

Cc) interest due or accrued upon a collateral loan in 

an aaount not to exceed 1 year•s Interest thereon; 

(dJ interest due or accrued on deposits in solvent 

banks and trust c~panies and interest due or accrued on 

other assets• if such interest Is in the judg .. nt of the 

co.mis~loner a collectable asset; 

(a) interest due or accrued on a .ortgage loan in an 

aeount not exceeding in any event the a.aunto If any. of the 

excess of the value of the property less delinquent taxes 

thereon over the unpaid principal. In no event shall 

Interest accrued for a period in excess of 18 .onths be 

allowed as an asset. 

(f) rent due or accrued on real property if such rent 

is not in arrears for .are than 3 .anths and rent .are than 

3 aonths In arrears If the par-ent of such rent be 

arlequatel y secured by property held in the naee of the 

tenant and conveyed to the Insurer as collateral; 

(gt the unaccrued portion of taxes paid prior to the 

due date on real property; 

(3) preaiu• noteso policy loan~, and other policy 

assets and liens on policies and certificates of life 

insurance and annuity contracts and accrued interest 

ther~on. in an aaount not exceeding the legal reserve and 

other policy liabilities carried on each individual policy; 
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(~) the net a.ount of uncollected and deferred 

pre•iuas and annuity considerations in the case of a life 

insurer; 

(SJ preaiu•s In the course of collectiono other than 

for life Insurance, not •ore th~n l aonths past dueo less 

co .. issions payable thereon. The foregoing li•itatlon shall 

not apply to pra•lues payable directly or Indirectly by the 

United States govern.ent or by any of its instrueentalities. 

(6) lnstalleent pre~luas other than life Insurance 

preeluas to the extent of the unearned pre•lua reserve 

carried on the policy to which preaiues applyl 

(7) notes and like written obligations not past duet 

taken for pr .. lu•s other than life insur~e pr .. iues, on 

policies per•ittad to be issued on such baslso to the extent 

of the unearned prealu• reserves carried thereon; 

(8) the full aeount of reinsurance recoverable by a 

ceding insurer froe a solv~nt reinsurer and which 

reinsurance is authorized under 33-2-1205; 

(9) aaounts receivable by an assualng Insurer 

representing funds withheld by a solvent cedinq insurer 

under a reinsurance treaty; 

(10) deposits or equities recoverable fro. underwriting 

associations, syndicates, and reinsurance funds or froa any 

suspended banking Institution. to the extent dee•ed by the 

co .. issioner available for the payment of losses and claies 
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and at values to be detar~ined by hie; 

(ll) electronic data processing ~•e"~ftes ~Yipaent if 

the co~t of eee" such Mee~~"e eQUi2meot jo the a~g~~ is 

at least •~ee.eee SZ5.oog, which cost shall be aeortized in 

full over a period of not to exceed ~8 Z calendar years; 

t121_ all __ ~ce __ ea~naent___and_ office furnlt.ure 

ue<essarv for the Gondyct of jnsyraoce ~D~~~-1he 

aggcegate of wh!Gb aaY ngt at any one tiwe exceed 1;_of__~ 

2tQaL_ as5ets gf tbe insurer. The cost._of_sucb_eauin•ent. 

ihalJ be depreciated go a ieasggable basjs in ~~ 

bogk yalye 8 

tlitLlll all assets, whether or not consistent with the 

provisions of this section• as •ay be allowed pursuant to 

the annual state-nt fore approved by the cofllftlissioner for 

the kinds of insurance to be reported upon therein; 

ti~tllll other assetso not inconsistent with the 

provisions of this section, deemed by the commissioner to b~ 

available for the pay .. nt of losses and clai•s• at values to 

be deter•ined by hi••• 

Section z. Section 33-2-502, MCAo is aaended to read: 

•33-2-502. Assets expressly not allowed. In addition 

to assets i•pliedly excluded by the provisions of 33-2-50lt 

the following expressly shall not be allowed as assets in 

any detereination of the financial condition of an insurer: 

(1) goodwill, trade na•eso and other like intangible 

-It-
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assets; 

{2) advances to officers (other than policy loans)• 

whether secured or not, and advances to eeployees, agentso 

and other persons on personal security only; 

(3) stock of such Insurer, owned by It, or any equity 

therein or loans secured thereby or any proportionate 

interest in such stock acquired or held through th"' 

ownership by such insurer of an interest In another fir•• 

corporation. or business unit; 

(4) furniture, fixtures ~-~-~ee~Peft+e--.ete 

JM'oe-s+,..,------"1-n- ••~herilfttd--~--~:J-i!~~. 

furnishings, safeso vehicles (except as aytbprized UDder 

33-2-501(12), libraries, stationery, literature, and otbar 

eguigment. eachioes. and supplies (otber thaa electronic 

data grQCesslog eqyip .. nt autbprlzed uoaer 33-2-l01111))e 

except: 

(a) in the case of title insurerso such materials and 

plants as the insurer Is expressly authorized to Invest In 

under 33-2-851; and 

(b) in the case of any Insurer. such personal property 

as the insurer is per•itted to hold pursuant to part 8 of 

this chapter or which Is acquired through foreclosure of 

chattel eortgages acquired pursuant to 33-Z-831 or which is 

reasonably necessary for the •aintenance and operation of 

real estate lawfully acquired and held by the insurer other 

-5-
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than real estate used by It for ~ offlcee branch office. 

and si•llar purposes; 

(5) the a.ounte if any, by which the aggregate book 

value of investaent~ as carried in the ledger as~e~s of the 

Insurer exceeds the aggregate value thereof as deter•lned 

under thIs code·• 
Section 3, Section 33-2-531. "tA. is a.anded to read: 

~33-2-531. Oeposi~ of reserves dollestlc Hfe 

in~urer~. (1) Oo•estic life Insurers shall deposit and 

•alntaln on depo~lte in securities and assets• with 

deposi~arles and subject to conditions as provided for in 

part 6 of this chapter, an a.aunt not less than the reserves 

on its outstanding life insurance policies and annuity 

contrac~s. as valued under 33-2-521 through 33-2-526· 

(2t Annually on or before April le the insurer shall 

so deposit any additional such securities required under 

~ubs~c~ion (1t and related to the Increase of such reserves 

during the calendar year ne•t preceding, a~ detereined fro• 

the Insurer's annual stat .. ent as at Oec .. ber 31 of such 

preceding year. 

(3) A domestic stock life insurer •ay credit toward 

such deposit the aeount of any other deposIt of ~he Insurer 

held under part 6 of this chapter for the protection of its 

policyholders or of its policyholders and creditors. 

(oltJ Deposits of the reserves of a doaestic life 

-6- HB 387 
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Insurer under this section shall consist of securities and 

assets acquired in accordance with part 8 of this chapter• 

e.cept-.s-~et+o~ 

~---~~e~~+e.-ee.,+-4-tm.ter--~rf--H+-!theH-tte 

~+e- fet depo•~---t~M-e•teM: of-~-~-.rel•• 

et-wtt+eft-tl'ley-tt--fWf'+e4-+ft-tM-+-t~+-e+o-l-•teteeellt -

fUe ••~ the ~-"----ttte~-eeet-+f'---..+~-•._. 

tile dltte-of-ttte-ten-11t~M:-M1-fH·-

e-ti•l-1e for 41e~oa+tw 

tet~-l't!lri-.,tote-~ed •lllfer~~Htt-t--,....... 

lte el i ••••• ~-tt.,oe+t-.--tlltlf-+11-fte__..~-ttle-wel•e ef 

••eh reel eetete fer~lt ••••••e• .. eeed -....- erl•ill .. 

_... 
(5) Real estates_ real estate eortgage loans, chattel 

eort9a90 loans, and policy loans May be eade a part of the 

deposit by filing a verified stateeent of the loans •ith the 

coealssioner• which stateeent shall be subject to audit at 

all tl .. s by the co .. issioner. Nonnegotiable securities 

Nhere deposited with the coeaissioner shall be acca.panied 

by transfer powers In due for•• §4 the i11eerer eee9-the ha.e 

~f-ee-eel- ••tet:e-~~~-~~t---e-l!leporit.--l!leee-of' 

treft-te the eo-ie~-,.......-be-~eted-+n-$1e-~eft1f 

reeerdetf-pr~-to-be+ft!-tfepos+tel!l-~th-the-eo .. +••Tonerw 
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C6J tf default occurs in the payeent of interest or 

principal of any deposited security and such default 

continues for a period of 120 dayso the coemissioner eay 

declare such security no longer eligible for deposit under 

this section.• 

Section ~. Section 33-2-BO~, MCAo is a.ended to read: 

•33-2-a~. Prohibited invest•ents and investment 

underwriting. {1) In addition to investaents excluded 

pursuant to other prowisions of this code, an Insurer shall 

not invest in or lend its funds upon the security of: 

(aJ Issued shares of Its own capital stock. except for 

the purpose of •utualization under 33-3-215 pr fpr the 

purpose of ra&iriDI jta $\QCkl 

(b) except with the advance consent of the 

coeeissloner, securities issued by any corporation or 

enterprise the controlling Interest of which iso or after 

such acquisition by the insurer •ill be• held directly or 

indirectly by the insurer or a11y coeblnation of the insurer 

and the insurer•s directors• officers• parent corporation. 

subsidiaries, or controlling stockholders. Invest.ents in 

subsidiaries under 33-2-822 shall not be subject to this 

provision. 

(c) any note or other evidence of indebtedness of any 

director• officer• or controlling stockholders of the 

insurer, except as to policy loans authorized under 

-8-
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33-2-82S. 

(2) No Insurer shall underMrite or participate In the 

underwriting of an offering of securities or property by any 

other person.• 

Section 5. Section 33-2-806o NCAo Is a•ended to read• 

•33-2-806. Diversification of invest•ents. An Insurer 

shall invest in or hold as admitted assets catogories of 

investments only within applicable li•its as folloMs: 

(1) An Insurer shall nott except with the consent of 

the co .. issionert have at any one tl .. any coabinatlon of 

invest•ents in or loans upon the security of the 

obligationso property, or securities of any one person or 

insurer aggregating an a.ount exceeding 5~ of the l~surer•s 

assets. This restriction shall not apply as to general 

obligations of the United St.tes of A .. rica or of any state 

or Include policy loans •ade under 33-2-82S. 

(2) An insurer shall not invest in or hold at any one 

tiae •ore than 10~ of the outstanding voting stock of any 

corporation• except with the consent of the co .. issloner 

given Mith respect to voting rights of preference stock 

during default of dividends. This provision does not apply 

as to stock of a wholly-oMned subsidiary of the Insurer or 

to controlling stock of an Insurer acquired under 33-2-821• 

(3) An insurer, other than title insurer, shall invest 

and •alntain invested funds not less in a.ount than the 

-9-
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•lni.u• paid-in capital stock required under this code of a 

doeestlc stock insurer transacting like kinds of Insurance, 

only in cash and the securities provided for under the 

followln9 sections: 33-2-811(1), 33-2-812• and 33-2-830. 

(It) A life Insurer shall also Invest and keep Invested 

Its funds In a.ount not less than the reserves under Its 

llf~ lnsu(ance policies and annuity contractsw other than 

variable annuities• in force in cash and/or the securities 

or investeents provided for under 33-2-S31· 

~st--Eweeot w+th-~eo .. leelon•••• eeftS~.-en-+ftS~rer 

....... ~ hef'll lnweated et__.,---t~---e-th8ft i!8S-tt'f-+ft 

-•ttn--+tt--~-c+-s--ef--~rit+--deser.f.bed-*"-3~~-ete. 

-eh•+--O'f-ee~~on-s-tt'f-peM+e-.t:+++t..._ 

t6tL11 An insurer aay lnvest and have Invested at any 

one tl•e in aggregate aaount not .are then 10~ of its assets 

in all stocks under 33-2-BZOr--!5-~~ and l3-2-821t• 

OPter~ination of the aaount which an insurer has Invested in 

co .. on stocks for the purposes of this provision shall be 

based on the cost of such stocks to the insurer. This 

provision shall not apply as to st~k of a controlled or 

subsidiary insurance corporation or other corpo.-ations under 

33-2-821 and 33-2-822. 

~'JtlU Except with the c-lssloner•s consento an 

insu.-er shall not have invested at any one ti~e eore than 

10\ of Its assets in the class of securities described in 

-10- HB 8 7 /'"/ 
"" u 



1 

2 

3 

4 

5 

6 

7 

I 

9 

10 

1l 

12 

13 

1~ 

15 

16 

17 

11 

19 

20 

Zl 

22 

H 

Zit 

25 

LC 1929/01 

anJ one of the following sections: 33-2-81~• 33-2-819o and 

33-2-823. 

tet~ li•its as to invest~ents in the cateqory of 

real estate shall be as provided in 33-2-832. Other specific 

llalts shall apply as stated in the sections dealing ~ith 

other respective kinds of invest.ents.• 

Section 6. Section 33-l-820, Me-. is aeended to read: 

·~~2-120. Co.-on stocks. An Insurer .ay Invest in 

nenesses._.,. ., .. ,~ ~oc~s,-~-tfteft-fnsllrenee etoe-.. 

coreea •berea gf •tock of any solvent corporation existing 

under the lavs of the United States of A.erica or of Canada 

or any state or province thereof ~-ce~-.t~ llhrldends 

s- fise.. , .... tw•eedln9 _..-e~rilri1+en-end ifw f11r*Mr, 

et+--pr+er--ee•~+ons--er---pr&ferenee---s~ek---ef--~~h 

eorporetf_..--+f' __ y, ere H-i<J+Irie-"r-+nYeSU.ftt' IInder-th-ili 

per..-§f~-+sslling--eorporet+on--has--not--~een--+n--••98• 

••lstenea -fer-tfte-whe•e-ef-the-§-preeed+~f+se..-yeers-~~ 

-•••-" •• e eonsotHet+en--er---f'i)el'--fW--two--er---.e 

e.~see.-~-teet--ef e~lgiblt+ty-+er-+ftYellt~of-+ts 

~--oer--tMs---e..__--"ri•--be--bo-.d---epen 

eonsetideti- pro--ferae--steteaents -of-t~~edeeesser-or 

eenstlt•••t lnetitat+ens that qualif¥ as a prudent 

lnyest .. nt of tbe iosurer•s asiets·• 

Section 7. Section 33-2-821o MCAo is aaended to read: 

-11-
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•)3-2-8Zlo Insurance stocks. (1) An insurer ~ay invest 

up to 101 gf Ita asaata In the stocks of other solvent 

Insurers forsed under the laws of this or another stateo 

wh+eh-~ks aeet-the a,p1ieebte--reqa+...-fttll--ef--~~-~6t~ 

aftd--3~-8~ tbl Platelet of ColuwQjao or aDV proyjpce of 

~-
12) Mith the coaalssioner•s consento an insurer ~ay 

acquire and hold the controlling interest in the outstandin9 

voting stock of another stock insurer for.ed under the laws 

of this or another state• A+.-s~s~er--~+s--s~eet+~ 

she++--~--~~~teet te the 1iaitetion es-~e eaeant-es-prO¥+ded 

+tt~J ~ 8i!i!w• 

Section a. Section 33-2-822o MCA, is amended to read: 

•33-2-122. Stocks of subsidiaries. With the 

co .. lssloner•s consent. an insurer say invest in the stock 

of its ~•y-ownod subsidiary Insurance corporation or in 

the stock of its wf'to•+y-cwned subsidiary business 

corporation for.ed under the laws of this state and 

necessary and incidental to the convenient operation of the 

insurer's Insurance business or to the adainistration of any 

of its investaeots. All of the insurer's investments under 

this sectlon.-~her-w+t~ its -+nwestaentll--+n--+ns~renee 

stoeks--ander--~-~~t~ty shall not at any tiae exceed t~ 

eaeant of--the--+n¥RS~+nllarer~s--sarpll!ll.--+f--e--++fe 

+ftsurery--or--+ts--sarp+..,--te-pe~yhelderll-+f-ether-then-e 

-12-
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++~-~~re~w 10J of tha inyesting iosur1r 0 s assets• fgr the 

QULR~ gf this section• a •sub5idiarx• 11 a corporation of 

¥b~h the josyrer owns syffi,ient stgck tg give it effectjye 

control.• 

Section 9. Section 33-2-829, NCAt is a.ended to read: 

•33-2-829. Miscellaneous invest .. nts. (1) An insurer 

onay aeke- -fGen s--o~--+tl¥est-nn---t--ottw.rwis.-~· -exrr .,., <tf y 

perm~ted--e~e~--th+s-pe~t.-+n~~te-e.oant-n~-e~r-s• 

ef-the-+ns~.-essets-8ftd-not-~i•-of-s.e~-oss~s-~te 

ony-ene-swe~~or~~.-+f-s~tooft-or--+ftweD~ftt 

n.'H'H+s---ttte----..+--nt.--~-~~efl--eM- otherwi-fl!! 

~aHf+es-e ___ _,o_«< i nv e st•entlw -Bet--no- -stteh--f.eeft--or 

+n¥est.ent-she+t-he-represeftte«< by• 

tet--eny--~-eeser~-+n--~~~-~--or-eny-Joen-or 

+ft¥es~etherwise eworess1Y ore~ibitedt 

fbt--e~ents• betenees-et'-o~s-111fv-ee«<--te--er---+~ 

by--o~ents--or--for .. r egents-ef-~+11~.-whether OP-net 

--edy-_eept ___ te--peH-ey--........ - ••tt8'!Je--teltft!IT--ette 

eo+letet-ef-toens-et~w+,a-efttter+tled-.nder-t:h+s-per" 

fet--eny---~y--ef-4o-et--+twest .. nt• el +fi'bh 

~nder-eny-other-~ov+s+ons-ef-t~s-pertt 

tdt--enr esset theretofore -ee~elre6--er--he+d--hy--tfte 

insHrer--.nder--Bfty--othOP--e~y-of-Joens-or-+nyesteents 

e~+~+bfe-wnder-th+s-pert loan or lnyest its fynds jo an 

aggregate a.oynt not exce&djng 51 of its as5ets In kinds of 

-13-
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loans or lnye5taents not otberwj1e $pa,lfically wad@ 

eligible fgr lnyastpeg\ and not ~lflsally prgbibitad pr 

sade joeljgible bY tbjs or otber provi51QO$ gf thj$ cgde• 

{2t Tbe insurer shall keep a separate record of all 

loans and invest-nts .ade undar this s~tion.• 

Section 10. Section 33-2-830, NCAt is ..ended to read: 

"33-2-BJO. Real estat.: aortgages. (Jt An insurer may 

invest any of its funds in bonds, notese or other evidences 

of indebtedness which are secured by first aortqages or 

deeds of trust upon l.proved real property located In the 

United States or Canada or which are secured by first 

.ortgages or deeds of trust upon leasehold estates having an 

unexpired ter• of not less than 21 years• inclusive of the 

ters or terss vblch .. y be provided by enforceable options 

of renewal, In i~roved real property located in the United 

States or Canada• In all cases the security for the loan 

aust be a first lien upon such real property, and there •ust 

not be any condition or right of reentry or forfeiture not 

insured against• under which• in the case of real property 

other than lea~eholdso such lien can be cut off or 

subordinat.ed or otherwise disturbed or under which, in the 

case of leaseholds. the insurer Is unable to continue the 

lease In force for the duration of the loan. Nothing herein 

shall prohibit any investaent by reason of the existence of 

any prior lien for ground rents, taxes, assess•entso or 

-14- H k-, ,...., P? 
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other sl•llar charges not yet delinquent. This section shall 

not be de-ed to prohibit in-st-nt In 110rtg.;tqes or sl•flar 

obliqations when aade under 33-Z-828. 

(ZJ ·I~roved real estate• .. ans all fare lands used 

for tillage, crop, er pastureo QL tieberlandso and all real 

estate on which pereanent i8proveaentso gr laprgyeaents 

yn4er cgostructigno suitable for residential, Institutional, 

co.aerclalo or industrial use are situated. Real ••tat• to 

btl clenlqped for -l.lfdl yus oo whlc;h dyruJe at.ryc:t.yral 

1-urgy ... gts pr dprable atrycturel i•prgye89nta -YDdaL 

c;gostryctlooe Including byt ogt Jlelted to street$ and 

yt!lities Mbic;b will becQWR an integral part gf $uC:h 

dt¥91AP'ftn\• are situated gr abut •ball al$9 ba c;oosid8r@d 

h ba i eprpyed raal esyte. 

(31 (a) No such eortgaga loan or loans eade or 

acquired by an Insurer on any one property shallo at the 

tiae of investeent by the insurer, exceed the larger of the 

following ..aunts as applicable: 

(il -we ~frds IAI of the value of the real property 

or leasehold securing the s ... , providedo however, If said 

real property or leasehold consists of one- or two-faeily 

residential property, ~r .. fee~ 2Dl of said value; 

(ill the aeount of any insurance or guaranty of such 

loan by the United States of Aeerlca or by any agency or 

lnstru88ntality thereof; or 
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(ilit the a.ounts provided In subsection Cit herein, 

plus the a-t by which the excess of' such loan over such 

aeount Is insured or guaranteed by the United States of 

a.ertca or by any agency or instru.entallty thereof. 

Cbt In the case of a purchase eoney eortgage given to 

secure the purchase price of real estate sold by the 

insurer, the awount so loaned or Invested shall not exceed 

the unpaid portion of' the purchase price. 

(~) lilo such -tgage loan or loans shall be .. de or 

acquired by an Insurer except after an appraisal eade by a 

qualified appraiser for the purpose of such invest.ant. 

( 5) Ne-..ett--•te.- +oen .. cle--er---..+reil--b-y---en 

+~--~ ia e per-ieipe~ton or-e-p~-of-e-sef'+es-or 

+a...-see•recl hy-bhe-e...-.. r-gege or-deed-e~rust-she~l-ee 

e-~ew#~-+~t~-~4er-t~s--seet+on--un+ess--the--ent+re 

seP+es--or ias•e -wh+eh--+s-seeered-by-the-seee-•ortgege-or 

deed-of-trust-is-he+cl-hy-saeh-~nsarer-or-un~ess-the--+nsurer 

he+ds--e aenler pertiei~on--+n-seeh-..rt~e-or-deed-ef 

~ .. t.--t+•~--~--s.bs~+e++y--~--r~s--of--e--~rst 

.. rtgegee• The entire gbl!gatioo secured by a fir$\ lien on 

real &$tate shall be owned by the cowpaoy except that the 

co-aor NJ gwo 1uc:b ao gbl igatlgn jn cppgn lllit.b~ 

partic:ipants ifa at the tjae or the cgapany•s investment• 

eac;b partlc;ipaot bas an lnye$tRent gf opt les$ tban 130r000 

in the obligatlgo apd js: 

-16-
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(a) a bank whose depositgrs are jnsyred by the federal 

deposit Insurance cgrpgratioo: 

Lbl- a sayings apd Joan assgciatjop whose •e•bers are 

insured by -the federal sayjogs and -1QAn_ insyrapce 

~ 

~o Insurance cowgapy orgaoized In ~OX state gf the 

United Stat~tuLili.UL..l\:.Lgf C.olyl!blar or amL-Pfllltio~!l--ll:f 

t.iwadh 

(b) No wortgage Joan upon a leasehold shall b€ •ade or 

acquired pursuant to this section unless the terws thereof 

shall provide for amortization paywents to be wade by the 

borrower on the principal thereof at least once in each year 

in awounts sufficient co~pletely to 88Drtize the loan within 

a period of four-fifths of the terw of the leasehold• 

inclusive of the terw which way be provided by an 

enforceable option of renewal, which Is unexpired at the 

tiwe the loan is wade, but in no event exceeding 35 years.• 

Section 11• Section 33-2-832, MCA• Is awended to read: 

•33-2-832. Real estwte• An insurer aay invest in real 

estate only if used for the purposes or acquired in the 

wanners and within the liwlts as follows: 

{1) the land and the buildings thereon in which it bas 

its principal office and such other real estate as shall be 

requisite for its convenient accowaodatlon in the 

transaction of its business. Except with the consent of the 
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co .. lssiooer• all such investwents shall not aggregate wore 

than 5~ of the insurer's assets. 

{2) real estate acquired In satisfaction of loans• 

wortgageso liens. judg .. nts. decreeso or debts previously 

owln9 to the insurer in the course of its business; 

{3) real estwte ec:qulred In part pay-.nt: of the 

consideration on th& sale of other real estate owned by It 

if such transaction does not increase the insurer's 

inve~twent in real estate> 

(4) real estate acquired by gift or devise or through 

.. rgero consolldationo or bulk relnsur.nce of another 

Insurer under this code; 

(5) the seller's interest In real property subject to 

an aqreewent of purchase or sale. The su• invested in any 

such parcel of real estate shall not exceed ~ee-feor~hs 

!Ql of the warket value of such parcel provided the sawe 

consists of one- or two-fawily residential property and 

~h+~ AQl of the warket value of all other such parcels 

of real estate. 

(6) real estate or any ln~erest therein acquired or 

held by purch~se, lease, or otherwiseay--other--then--ree+ 

-""-1:0-b-_,._,r..._++y-._~icuJ~ure+.-em:t..-lri~ 

._.~--M--eH-----.+tte-r-+--••••••e-.--eere~" 

eeuseae~.-~-c••~-~pese~--~+red-es-eft--+ft¥e~we~-... 

the--produc~on--of--+neewe--or--ec~ed--~he-+~reved-or 

-18- 1-ft? (/ (/ 1' (){) 
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1 de¥e1epecl -•---.-tt--+nves1:..-..t:- I*PIIO .. S 1""'~--.---

2 __..,~~1"'00Jt"il.--~~4'erw The Insurer aay holdo l~~proveo 

3 develop • .aintain. •anage. lease, sell, and convey reaJ 

~ estate acquired by It under this provision. An Insurer 

S shall not• except ~ith the ca..issloner•s consent• have at 

6 any one tl .. Invested in real estate under this subsection 

7 an a.ount exceeding ~ ~ of its assets. 

I (7) additional real estate and equlpeent Incident to 

9 real estate if necessary or conwenlent for the purpose of 

10 enhancing the sale or other value of real estate previously 

11 acquired or held by the Insurer under subsections (2)• (3)• 

12 r•J• or (6) of this section. Such real estate and equip..nt 

13 shall be Included, together wit~ the real estate for the 

1• enhanc-t of which it ~o~as acquired• for the purpose of 

IS applicable lnvest .. nt ll•lts and shall be subject to 

16 disposal at the sa .. tiae and under the sa.e conditions as 

11 applying to such enhanced real estate under 33-2-8~1. 

18 (I) except ~o~ith the c~issioner•s consent• all real 

19 estate owned by the Insurer under this section• except as to 

20 se11er•s Interest specified In subsection (S)• shall not at 

21 any one ti .. exceed ..- ~ of the insurer's assets.• 

-End-
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HOUSE BILL NO. 887 

INTRODUCED BY SCULLY 

A BILl FOR AN ACT ENTITLED~ 

~&lH LAWS RELATING TO 

•AN ACT TO GENERA~~¥ REVISE ~E 

THE REGULATION OF INSURANCE 

COMPANIES; AMENDING SECTIONS 33-2-501w ~~-i-58i• 33-2-531• 

33-i-88'ty-33-i-8&6y--3~i-8i8--~HR8¥&H 33-2-822t 33-i-8i99 

33~2-830, AND 33-2-832w MCA.• 

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

Section 1· Section 33-2-501o MCAo Is a.ended to read: 

•33-2-501. Assets allowed. In any deter•lnation of the 

financial condition of an insurero there shall be allowed as 

assets only such assets as are owned by the insurer and 

which consist of: 

111 cash in the possession of the insurer or In 

transit under its control and including the true balance of 

any deposit in a solvent bank or trust co•pany; 

(21 investments, securities, properties• and loans 

acquired or held In accordance with this code and in 

connection therewith the following itees: 

(a) interest due or accrued on any bond or evidence of 

indebtedness which Is not in default and which Is not valued 

on a basis including accrued Interest; 

(bl declared and unpaid dividends on stock and shares 
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unless such a.aunt has otherwise been allowed as an asset; 

(cl interest due or accrued upon a collateral loan in 

an a.ount not to e-ceed 1 year's interest thereon; 

(d) interest due or accrued on deposit5 in solvent 

banks and trust coepanies and interest due or accrued on 

other assets. if such interest Is In the judg•ent of the 

ca..issioner a collectable asset; 

(e) Interest due or accrued on a •ortgage loan in an 

a.ount not exceedi~g In any event the a.aunto if any• of the 

•-cess of the value of the property less delinquent taxes 

thereon over the unpaid principal. In no event shall 

Interest accrued for a period In excess of 18 .onths be . 
allowed as an asset. 

(f) rent due or accrued on real property if such rent 

Is not in arrears for .ore than 3 .onths and rent eore than 

l .onths In arrears If the payeent of 1uch rent be 

adequately secured by property held in the na~e of the 

tenant and conveyed to the insurer as collateral; 

(g, the unaccrued portion of taxes paid prior to the 

due date on real property; 

(3, pre~iu• notesw policy loanso and other policy 

assets and liens on policies and certificates of life 

Insurance and annuity contracts and accrued Interest 

th~reon, in an a.ount not exceeding the legal reserve and 

other policy liabilities carried on each individual policy; 

-2- H6 887 
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and 

of 

deferred 

a 11 fe 

CSJ prealuas In the course of collection, other than 

for life insurance, not aore than 3 aonths past due, less 

co .. isslons payable thereon. The foregoing liaitation shall 

not apply to preaiuas payable directly or indirectly by the 

United States govern .. nt or by any of its instruaentalities. 

(6) lnstall .. nt prealuas other than life insurance 

pr .. iuas to the extent of the unearned preeiua reserve 

carried on the policy to which pre.luas apply; 

(7) notes and like written obligations not past due, 

taken for prealuas other than life Insurance pre•lues, on 

policies peraltted to be Issued on-such basis, to the extent 

of the unearned prealua reserves carried thereon; 

(8) the full aaount of reinsurance recoverable by a 

ceding Insurer froa a solvent reinsurer and which 

reinsurance is authorized under 33-2-1205; 

(9) at1011nts receivable by an assualng Insurer 

representing funds withheld by a solvent ceding insurer 

under a reinsurance treaty; 

(101 deposits or equities recoverable fro• underwriting 

associations, syndicates, and reinsurance funds or fro• any 

suspended banking institution, to the extent deeaed by the 

co .. issioner available for the payaent of losses and claias 
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and at values to be deterained by hie; 

(11) electronic data processing aeeh+nes ilQU.ill!Kot if 

the cost of eeeh such aeeh+ne ~t:nt-+n-thc=~cga~ is 

at least •tee.eee ttt.ell SlOO.ooo, ~hich cost shall be 

aaortized in full over a period of not to exceed +9 i 40 

calendar years•• HOWEVEBs WITH REGARD TO LIFE l~RERi1_iULH 

EQUIPMENT SHALL BE ALLQMED Ai_!~ ASSET IE IHE ,0~1 Df__iUtU 

EQUipMENJ IS AI LEASJ S25s000t HHI'H CDSI SHALL-81-A!D!IlZfa 

11-fULL DYER A PEBJQQ Of NQT TO EX,EED 5 'ALENDAB YEABSs A~ 

IHE AMQUNJ DE SUCH ASSET !LLOHEQ MAY NOT El,EEQ 11 Of IHf 

TOTAL Qf TH£ OTHER ALLQMABLE ASSETS DE THE INSU&£&& 

ttit--att offtca--ea.tp .. nt---ond=--offtca--=f~L& 

neceaaorJ:=-for-=tba=-cOftdact--of--insarance--baatnessy--tfte 

attreoate=of=wbtch=war-not-ot=oor-one-ti.,-••ceea-tl-of-~hc 

Dtbar:=ot,ata-=of--tbt=-toawrer•--Jbe-coat-of-aacb~eQDip•cnt 

abatt--e=deQrwctot•d=on-a=reoaoaobte-:Aaaia==±n==dateretntng 

beok-yatMtw 

tt~tLlltllZl all assetso whether or not consistent ~ith 

the provisions o~ this section, as aay be allo~ed pursuant 

to the annual stateaent for• approved by the co•missloner 

for the kinds of insurance to be reported upon therein; 

tt~tti'f413t other assets, not inconsistent with the 

provisions of this sections deeaed by the co .. issioner to be 

available for the payment of losses and claims, at values to 

be detereined by hi••" 

_,._ HB 887 
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Seet~an-~--Seetien-~3-i-58iy-~~.-+s-e .. nded-to--~ead• 

•33-i-ser.--~ssets--ewpress+y-net-~~owed.--fn-ode+t+on 

to-essets-+~p~+edly-e•e~ed--y-the-prew+s+ons-o~--~i-58l• 

t~e--fol+ow+n~--eMpressly--she+~-not-be-a++awed-es-ossets-+n 

eny-det~WiftOt+on-o~-the-~+none+ol-eond+tien-o~-en--+nsare~• 

t~t--~&Odw+l~•--tre8e--ne.-s.-end-ether-++ke-inten~+ble 

essetst 

tit--edwenees-~of~+•~-~heP--then--pe++ey--~oenst• 

whether--seeared--or-noty-ond-a4weftees-to-ewp~oyees.-ogen~•• 

ond-ot~er-persons-on-peptOftO~-seeer~y-on+y~ 

t3t--stoek-of-saeh-ifts~PBP• owned ~t•-or-any--eq~+ty 

there+n--or--~oons--s~red--thePeby--a.--ony--preport+enote 

~nterest--+n--s~eh--stoek--~+Ped--or--he+d--thPa.~----the 

ownersh+p--by--s~eh--+ns~rer-of-en-+n~e.t-+n-onother-f+r•• 

eorporotiony-or-b~siftess-~n+tt 

f4t--f~rn+t~re.-f+wtaPes-tother--then--e+eetron+e--deto 

proeess+n~----.oe~+nes---eathoP~-~nder---33-i-SSlflltt• 

furn+sh+n~s.-safes.-weh+e+es--tewcapt-:os--OMtftortced--UadaL 

~iii±i~·--++br~es.--stat+ofteryy-++terat~Pey-~~ 

ccuipmeDts=•oehine~-·"d--s~pp++es--tather--tboa~Alectr~ 

da~~~§12iag~eaatpaent--aathortc•d-under-~~:ieltlit1• 

exeept+ 

tet--+n-the-eese-of-t+t~e-+nsurers.-s~eh-•oter+o+s--one 

p+onts--es--t~-+ns~rer-+s-ewpressly-e~thor+red-to-+nvest-~n 

~nder-33-~-BSlt-ond 
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tbt--in-the-eese-of-ony-+ns~rer.-•~~per•one1 pro~y 

es-the-+ns~rer-+•-per-+t._d-t&-ho~-~-.-nt-te--pert--8--of 

~s--ehopter--or--wh+eh--+s-oe~+Ped-t~~~oree+osere-of 

eh~+-.art9890t-o~+Ped-perseont-to-3~-&~-or-wh+eh--+s 

reos&neb+y--neeessery--for--the-so+~enenee-ond-operotion-of 

reo+-•s•ote-+ewf~+ty-e~•+red-eftd-he+d-by-the-+ns~rer--o•~r 

thon--ree+-estete-esed-by-+t-•ar-heee-aff+ee.-breneh-of~+ee. 

en~-s+w++or-~posest 

i§t--the-~nt•-+~-ony.-ey-wh+eh--the--eg~Pe9Bta--b~ 

we+~e--of-+nvest .. ftte-os-eerr+ed-+n-t~-•ee,er-e••~•-ef-•he 

+ns•rer-eweeeds-the-eg§Pegets-• .. •e--th~-••-~-+fted 

end~s-eodew• 

Section 2. Section 

•33-2-531. Deposit 

insurers. (1) Doeestic 

.aintaln on deposit. In 

depositaries and subject 

33-2-Sllt MtAo Is a•ended to read: 

of reserves -- doaes~tc life 

life insurers shall deposit and 

securities and asse~s. with 

to conditions as provided for in 

part 6 of this. chapter, an aeount not less than ~he reserves 

on Its outstanding life insurance policies and annuity 

contracts. as valued under 33-2-S~l through 33-Z-526. 

{2) Annually on or before April It the insurer shall 

so deposit any additional such securities required under 

subsection 11) and related to the Increase of such reserves 

during the calendar year neKt preceding, as deter•ined fro• 

the Insurer's annual statement as at Dece•ber 31 of such 

-6- HB 887 
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preceding year. 

C3) A do•estic stock life insurer •ay credit toward 

such deposit the a~unt of any other deposit of the Jnsurer 

held under part 6 of this chapter for the protection of Its 

policyholders or of Its policyholders and creditors. 

(It) Deposits of the reserves of a doeestic life 

insurer under this section shall consist of securities and 

assets acquired In accordance with part 8 of this chapters 

EXCEPT THAI SE£UBITIES ACQUIRED UNDER ll-2-829 &SE NOT 

ELIGIBLE fOB QEPOSlle eweep•-••-fe+~•• 

tet--&~---~k,---ee~~---Wft68P---~3-i-8l8--e~ 

~~-~-,.e.r+•+ee-ee~.+re~-Wftdep-~~-ei~t-•~-+4-be 

e+~-..-4er~,..+~4y-~-t~e-e.•ent-o4-~-ef-t~-.e+ue 

n--"+dt-they-e...-eerr+ect-+n-t:~411H-4-+ftene+e4-Hst-ftt:-ett 

~-~~-ee.e+ee+ener-er-t:he+r-eeH-+4-ee~+red-s+ftee 

the dew ef-t:IM-4-._.t.._lft-en-f.+'l>ew 

t~--s.e.r+t:+e.-ee~rect-u~r-33-l-8i9--e~e44--net:--~e 

.. ~·-·e-4--depe•+h 
te+--aft4y--ree+-ee ... e-ee~~re~-under-33-I-8Jftlt-~e+• 

be-e4+~e-fer-depes+t:w-eft8-+ft-ne-ee•e-she+'l>-t:he--we+ue--o4 

sue~--ree+--eHe .. --fer-depes+t:-purpo•••-eweeed-t~e-er+g+ne'l> 

coHw 

(5) Real estatew-rut=a1;ot:e ~ngage loans. chattel 

.ortgage loanso and policy loans eay be eade a part of the 

deposit by filing a verified statee~nt of the loans with the 
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co .. issloner, which stateaent shall be subject to auJit at 

all tiees by the co•eissioner. Nonnegotiable securities 

where deposited with the co•elssioner shall be accompanied 

by transfer powers In due for•• ~f-t:he-ift•urer-uses-t~e-heee 

e4f+ee-ree~-a.t:et:e-~-~~-~-e~~t~t-es-e-depes+t:T-e-deed-ef 

t:ru.t-~-t:he-ee--+s•+en~-•~•~-be-eeep+eted-+n-due-fere-end 

reeerded--pr+--~-~+n,-eepe•+t:ed-w+th-t:he-eeee+ss+enerw lf 

THE IHSUBEB USES REAL ESTATE AtOUIREO UNDER -ll=Z=!ll__Ai__! 

utlQSllo THEN 6 DEED OF TRUST• MOBTGAGEo D&_lll~EB INST&Uaftil 

~ICIENT TO (.OHVEY A SECURITY l!ilf.llll_lfL.-S!.I.C.t:LRfAL 

ESTATE, IN A FORM A(,(,EPTABLE TO THE (.OMH~~ERo SHALL__af 

tQH!LEJED IN QUE FORM AND BE(.ORQED PRIOB_IO BEING OEeOSli~ 

WliH-IHf tDMftiSSIQIER. 

C6} If default occurs in the pay•ent of interest or 

pr lncipal of any deposited security and such default 

continues for a period of 120 dayso the co•missioner may 

declare such security no longer eligible for deposit under 

this section.• 

Seet:+en-ltw--S.et:+en-~3-~-881tw-ME6w-+•-aeended-te--~ead• 

·~3-~-8&1tw--Pr~~~---+n•est:ments---en~---+n•e•teent 

un~rwr+t:+n~w---t~t--fn--ed~+t:+on--t:o--+nvest.ents--exe+Hded 

pur•ueftt--t:o-et:hep-p~+•+ens-ef-~+s-eedey-en-+nsH~er-she++ 

~-+n•e.t:-+~-er-+end-+ts-#un~s-upen-t:he-eee~+t:y-ef• 

tet--+seue~-sheres-ef-+t:s-own-eep+t:e+-st:oek•-exeept-fer 

~purpese-ef--a.t:ue++~et:+on--un~r--~~-~-~~5--~~=t~ 
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Section 3. Section 33-Z-822• MCA• is a .. nded to read: 

"33-Z-822• Stocks of subsidiaries. With the 

commissioner's consent. an insurer •ay invest in the stock 

of its whe~~y-owned subsidiary Insurance corporation or in 

the stock of its whe~~y-owned subsidiary business 

corporation for.ed under the la~s of this state and 

necessary and incidental to the convenient operation of the 

in_surer•s insurance business or to the ad•lnistratlon of ;my 

of its investments. All of the Insurer's invest•ents under 

this section~-~ege~he~-w+~h--+~s--+nve~•en~s--+n--~~~anee 

s~oeks--~nder--33-~-ai~tii~ shall not at any tl•e exceed ~ 

o•o~n~--o~--~he--+n.es~+ng--+ns~~~a,__,_rp~~.-_.+--e-~tfe 

+ns~rerv--or--t~s--s~~~--~o-pe~eyhe+der•-+~-o~her-~hen-e 

~+fe-+ns~rer• lDI-of the loyesting insurer's assets. FOL-\be 

~~of-1bl~-1ectigoo a •subsjdlarJ• ~~D-Qf 

.Oi~~be_in~L-OWDS a~fftcjent-atock-to-atve-tt-eff~i~ 

~ctr;d LM.lO&llLOf_ltiE IIIISTlliiWili~S-llLJLL--Y!Jllti!i 

~~-· 
See~ten-9w--See~ten--33-~-&i9v-H~A~-ts-e•ended-~e-reod• 

•33-r-8~9.--Ktsee~~ene&Hs-tnvese.ents•--t~t-An--tns~re~ 

•ey--•oke--~eens--er--tnves~.ents--noe--otherw+se--e•press~y 

~er•+tted-~nder-~hts-per~~-+n-eggregete-eeo~ne-net--ever--5• 

of-the-fns~rer•s-oss~s-end-not-over-i•-ef-s~eh-essets-es-te 

eny--ene-s~eh-leen-er-+nvest•entv-tf-s~eh-loan-e~-tnvest•ent 

f~lft~+s--the--req~f~e.en~s--ef---3~-i-8&;---end---etherwt~e 
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~e~tftes--es--e--sownd--tnve~.e~w--8~--ne--s~h--~oen-or 

tftve~.ane-sne~~-he-~resented-b~ 

tet--eny-+~ .. -~thed-+n--f~~-ser--or--eny--+oen--er 

+nv~-'"-e~rwH-e~qWeH.,-prol'ltb~ed• 

tbt--o~s&--be+ene..--or-e.ean~s-edvoneed-te-or-ewtn~ 

hy-egen~s-e~-•or .. r~en~s-ef-the-+ns~rer.--~~her--er--ne~ 

s.c~redy--exeep~--es--~e--pe+tey-~eens.--.r~§~-+eens.-end 

ee~•.eere~-~eens-~herwtse-e~or+eed-dftder-~e-p~ 

tet--eny-eete.§epy--~4oens--or--+twe~n~s--e+t,~ 

.ader-eny-~~-prev+s+ens-ef-~h+s-per~• 

tdt--eny--esse~-~hereeefere--ee~•+ree--or-~8+6-hy-~he 

+ns~r~~ftder-eny-e~~.-e~egery-~--+eens--or--+nves~-.~' 

e~t§th~e--.nder--t~ts--per~ loon--or-ioyett-tts=fundt-tn=an 

ioons---or=--towcateant•--ftOt--otber-±ae--•~cctftcott¥--•~ 

aadt=±a•tiaiblc=by-thta-or-otbcr-prov+aiaDa=af=tb±a=CAde• 

t~t--~~-~tns~r~--she++--keep-e-sepereee-~eeord-of-e++ 

+eent-and-fn~tae~-.ede~neer-~~ts-seet+en•• 

Section lt. Section 33-Z-830 •. MCAt Is a~~ended to read: 

•33-2-030. P.eal estate eortg~ge5. (l) An insurer •ay 

invest any of its funds in bondst noteso or other evidences 

of Indebtedness which are secured by first aortgages or 

deeds of trust upon i•proved real property located in the 

United States or Canada or which are secured by first 

-llt- HB 887 
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aor~gages or deeds of ~rust upon leasehold estdtes having an 

unexpired ~er• of not less than 21 years, inclusive of ~he 

ter• or ter•s vh.ich •ay be provided ~y enforceable options 

of renewalo In i~roved real property located In the United 

States or Canada. In all cases the security for the loan 

.ust be a first lien upon such real property, and there .ust 

not be any condition or right of reentry or forfeiture not 

insured against. under Vhicho In the case of real property 

ot~r than leaseholds, such lien can be cut off or 

subordinated or otherwise disturbed or under whlcho in the 

case of leaseholds, the Insurer is' unable to continue the 

lease in force for the duration of the loan. Nothing herein 

shall prohibit any lnvest .. nt by reason of the existence of 

any prior lien for ground rents, taxes, assesseentso or 

other sl•ilar charges not yet delinquent. This section shall 

not be de .. ed to prohibit lnvestaent in ~ortgages or sl•llar 

obligations ~n .ade under 33-2-82~. 

(2) •I.proved real estate• eeans all fare lands used 

for tillage, crop, or pasture, QL tl~erlandso and all real 

estate on which pereanent leproveeents~:=taaroreaents 

goder-conatract+oaz suitable for residential, institutional• 

co.eerclalt or industrial use are situated. &.ol=eatote-to 

be-dcxctoae:=£or~acb--asca--on:=ahicb=~Dbie--stra~ 

taproycwents---or:--dpreblt=:2lt~Ai==1accowc~ata=-ander 

eonatroctt•nz=+ocladtnt--bat--aot--liwftcA==tA==1tr•tta--ond 
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atittti•s--wbfcb--wttt--becoee-=aa==±~~==~~t~~~~ 

~iopmentz-ere.::sitaottd:tr=Abut=shDli-ot,o--b§==caD1i~ 

tA=Ile.::iiiQt:Dw«d-rut=-a.t:Uh 

(3) (a) No such •ortgaqe loan or loans made or 

acquired by an Insurer on any one property shall, at the 

ti .. of invest .. nt by the insurert exceed the larger of the 

following a.aunts a~ applicable: 

(i) ~~+rds IQI of the value of the real property 

or leasehold securing the sa•e• provided, however, if said 

real property or leasehold consists of one- or two-family 

re&fdentfel propert'' ~~Pee-4ea~he 2Q} of said value; 

Iii) the aeount of any insurance or guaranty of such 

loan by the Unl~ed States of A•erica or by any agency or 

instru•entality thereof; or 

(Ill) the a.ounts provided In subsection (i) herein, 

plus the aeount by which the excess of such loan over such 

aeount is Insured or guaranteed by the United States of 

A~erica or by·any agency or instru.antality thereof. 

(bJ In the case of a purchase •oney ~ortgage given to 

secure the purchase price of real estate sold by the 

insurer, the aeount so loaned or invested shall not exceed 

the unpaid portion of the purchase price. 

(~) No such mortgage loan or loans shall be made or 

acquired by an insurer except after an appraisal made by a 

qualified appraiser for the purpose of such investment. 

-1b- HB 887 

"' " A ·" .. 



L 

2 

3 

It 

5 

6 

1 

8 

9 

LO 

11 

12 

13 

14 

15 

16 

17 

HI 

19 

20 

21 

22 

23 

24 

25 

~ 

HB 0887/03 

(5) No--saeh--.er~~e--~oen--asde--or--eeqa+red-by-en 

insa~e~-wftieh-is-e-~r~+e+~~ten-or-e-~~-ef--e--se~ies--or 

+ssae-seeared-by-~he-se.e-.ertgage-or-deed-of-trast-sfte++-be 

e--+ewfa+--+nves~•·~-Uftder--thts-see~+~aft+ess-~he-en~+re 

se~+es-or-+ssae-whteh-ts-seeared-by--the--se.e--.ertge~e--or 

deed--of-t~ast-+s-he+d-by-saeh-+nsarer-or-an+ess-the-+nsa~e~ 

ho+ds-e-seft+or-portte+pet+~-+n-s~--.or~go~e--o~--deed--of 

~~asty--g+v+ng·-+t--se&s~~+e~.,_-~fte--r+~h~s--ef--o--f+~s~ 

.o~tgegeew ~nt±re=obttgot+on=seeared=b¥-a=fir•t=tten=~ 

~==e2to~oil-=be-oWft&d=bx-tfte-ce.,onr-exeea~-tbet=tbe 

COII!I1m!x=IIOX=mrn-3t!Cb=aa:-cmt+tetton--io=--eoawtn=~u: 

oorttctpontt==tfi==ot=-thm=ttwe=of=the=coaponxAs-inx•3taentx 

H~~titicod::he3-0n-jnyntwtlft1:-of-aot-uu=tboD:.~tbJS&£1 

tn=the-obttoat±on=ond-tst 

iitt==A=ba.ak::ldl=tU!lUihn-orc-iMtttest=bX-tbe::f~ 

~P~1it=in~a~nce-coraoretto~ 

fhi==o==30~Va-=ond-t§an-oasoctotton-•~~=arc 

tnu~e11=n= the: -f~ot---uri oos--::.e!!Jl=.=i.DaD=::insuJ:A.Oce 

csu:porottont 

i~==on=in~ttto~e-cQRQOox=oraooi%~::i~oox=2%at~f=thc 

l:lo:i:.te.d=_itatu.x=~=.a±str+et-of-eotaci.ll1::Cl:.-:JtU=flrcxiM.Cilf 

E11EW!IU !:iO~tLHQ&IGAGE LOAN li!DE...OR 6CQUlBf.ILJILAfL.l!tSUBEB 

.lilil.C.tLll A PARIItle!llON DB A f!B.l Of 6 SfBlEL .. .DIL_l~Uf 

s.f~fWL_ llY._ltif_illif 1108 IG!~CR-Olll.l...nE....I&USLSliAJ.L_fl E._ A 

LAWFUL INYfilHE~L-UtiQER THIS -ifCllOM__U~LfSS __ ltlf __ fHilR~ 
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SERIES OR ISSUE HHI'H IS SECURED BY THE SAM~ MQRTG!GE OR 

DE~O Of TRUST IS ~~LD BY SutH INSUBEB QB UNLESS THE INSURER 

HOLD$ A SENIQa--f!&llklfAIION 1~ SucH MORTGAGE QB DEEP Qf 

SUBSIANII6LLY THE BIGHTS Of 6 FIRST 

tl0&11i&~ 

{61 No eortqage loan upon a leasehold shall be •ade or 

acquired pursuant to this section unless the ter•s thereof 

shall provide for a•ortizatlon pay.ents to be •ade by the 

borrower on the principal thereof at least once In each year 

in a.aunts sufficient co~pletely to a.artize the loan within 

a period of four-fifths of the ter• of the leaseholdw 

inclusive of the ter• which aay be provided by an . 
enforceable option of renewal, which Is unexpired at the 

tlee the loan Is •ade, but in no event exceeding 35 years.• 

Section s. Section 33-2-832o MCA, is a•ended to read: 

•33-2-832. Real estate. An Insurer aay Invest Jn real 

estate only if used for the purposes or acquired In the 

aanners and wi.thin the li•its as follows: 

(1) the land and the buildings thereon Jn which It has 

its principal office and such other real estate as shall be 

requisite for its convenient accoa•odation In the 

transaction of its business. Except with the consent of the 

co~lssloner. all such Investments shall not aggregate aore 

than 5~ of the insurer's assets. 

(2) real estate acquired In satisfaction of loans, 

-18- HR 687 
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.artgages• liens, judg .. nts. decrees, or debts previously 

owing to the insurer in the course of its business; 

(3) real estate acquired in part payeent gf the 

consideration on the sale of other real estate owned by it 

If such transaction does not increase 

investaent In real estate; 

the Insurer's 

I"') real estate acquired by gift or devi•e or through 

.. rger, consolidation• or bulk reinsurance of another 

Insurer under this code; 

(5) the seller's Interest In real property subject to 

an agr ... en~of purchase or sale. The sua Invested In any 

such parcel of real estate shall not exceed ~~ee-fourt~• 

!11 of the .arket value of such parcel provided the sa•e 

consists of one- or two-faaily. residential property and 

twe ~trd• IQI of the aarket value of all other such parcels 

of real estate. 

(6) real estate or any Interest therein acquired or 

held by purchase• leaseo or otherwisesy-ot~_,-t~n-ree+ 

e~te~to-be-wsed-~r._or++y-for-a~r+eu+t~o+w-rene~-.+n+n~• 

dewe+epaent--of--o++--or---+nere+--resoarcesy--reereet+one+y 

.-use..ntw--or--e+ub-purposesy-ecqaired-es-en-+nw~teeftt-for 

the-prodaet+on-of-+neoae or--eequ+red--te--be--+aprowed--or 

dewe+oped--for--~ueh--+nwest~ftt--purpos~--perseent--to--en 

~+~t+ng-progreM-t~erefor•• OTHER THAN REAL__EilA!I __ 1Q__af 

USED PBIMABILX fOB &GRitULTURALa 8&NCHt ~lHINGo QEVELOP~ 
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DE OIL OR MINERAL BESQURtESo &Et!fAilQHAL£__A~fNLL __ QE 

CLUB PURPOSES, ACQUIRED AS AN INYESTHENT fOR ltiE_fBQQYtl~N 

OLltrumf. 08 AC.OUIRED TO Bf, IMPROYEJL!lB.-'lf.V.fl.ilffiL_f!lR_i,U{Ji 

~H~ PURPOSES PURSU6Hl__ 10 AN E!lillHG__p&QG~ 

IH£81£Q&a The insurer may holdt improve. developo maintain• 

manage, lease, sello and convey real estate acquired by it 

under this provision. An insurer shall noto except with the 

co .. lssioner•s consento have at any one time invested in 

real estate under this subsection an a•ount exceeding s• ti) 
~ of its assets. 

(7) additional real estate and equip .. nt incident to 

real estate if necessary or convenient for the purpose of 

enhancing the sale or other value of real estate previously 

acquired or held by the insurer under subsections (21• (3)• 

(lth or (6) of this section. Such real estate and equip•ent 

shall ~ Included. together with the real estate for the 

enhance•ent of which it was acquiredo for the purpose of 

applicable lnvestaent li•lts and shall be subject to 

disposal at the same ti•e and under the same conditions as 

applying to such enhanced real estate under 33-Z-Bitlo 

(8) except with the co•Missioner•s consento all real 

estate owned by the insurer under this section, except as to 

seller's interest specified in subsection (5) 0 shall not at 

any one ti•e exceed te• tzt lQ; of the insurer's assets." 

-End-
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March 21, 1979 

SENATE STANDING COMMITTEE REPORT 
(Business & Industry) 

That House Bill No. 887, third reading bill, be amended as follows: 

1. Title, line 4. 
Following: "TO" 
Strike: "GENERALLY" 
Following: .. REVISE .. 
Strike: "THE 11 

Insert: "CERTAIN" 

2. Title, line 6. 
Following: "33-2-501," 
Strike: "33-2-502," 
Following: "33-2-531," 
Strike: "33-2-804, .. 

3. Title, line 7. 
Following: line 6 
Strike: "33-2-806, 33-2-820 THROUGH" 
Following: "33-2-822," 
Strike: "33-2-829," 

4. Page 4, line 3. 
Following: "equipment" 
Strike: "in the aggregate" 

5. Page 4, line 4. 
Following: "$i&e7eee" 
Strike: "$25,000" 
Insert: "$100,000" 

6. Page 4, line 5. 
Following: "i&" 
Strike: "7" 
Insert: "lO" 
Following: "years" 
Strike: ";" 
Insert: " However, with regard to life insurers, such 

equipment shall be allowed as an asset if the cost of such 
equipment is at least $25,000, which cost shall be amortized 
in full over a period of not to exceed 5 calendar years, 
and the amount of such asset allowed may not exceed 1% of 
the total of the other allowable assets of the insurer." 

7. Page 4, lines 6 through 11. 
Following: line 5 
Strike: lines 6 through 11 in their entirety 
Renumber:· subsequent subsections 

8. Page 4, line 20 through line 6 on page 6. 
Strike: section 2 in its entirety 
Renumber: subsequent sections 
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9. Page 7, line 2. 
Following: "chapter" 
Insert: ", except that securities acquired under 33-2-829 

are not eligible for deposit" 

10. Page 7, line 16. 
Following: "(5) Real estate" 
Strike: ", real estate" 

11. Page 7, line 25. 
Following: "ee!'llll'l~~e~e!'le!!• 11 

Insert: "If the insurer uses real estate acquired under 
33-2-832 as a deposit, then a deed of trust, mortgage, 
or other instrument sufficient to convey a security 
interest·in such real estate, in a form acceptable to 
the commissioner, shall be completed in due form and recorded 
prior to being deposited with the commissioner." 

12. Page 8, line 6 through line 12 on page 12. 
Strike: sections 4 through 7 in their entirety 
Renumber: subsequent sections 

13. Page 13, lines 3 and 4. 
Following: "owns" on line 3 
Strike: "suff'I'Crent stock to give it effective control" 
Insert: "a majority of the outstanding shares of all 

voting stock" 

14. Page 13, line 5 through line 5 on page 14. 
Strike: section 9 in its entirety 
Renumber: subsequent sections 

15. Page 15, lines 6 and 7. 
Following: "improvements" 
Strike: ", or improvements under construction," 

16. Page 15, lines 8 through 14. 
Following: "situated." on line 8 
Strike: the remainder of line 8 and lines 9 through 14 

in their entirety 

17. Page 16, line 20 through line 8 on page 17. 
Following: "merti,!Ja~ee•" on line 20 
Strike: the remainder of line 20 through "Canada." on line 8, 

page 17 
Insert: "No such mortgage loan made or acquired by an insurer 

which is a participation or a part of a series or issue secured 
by the same mortgage or deed of trust shall be a lawful invest
ment under this section unless the entire series or issue which 
is secured by the same mortgage or deed of trust is held by 
such insurer or unless the insurer holds a senior participation 
in such mortgage or deed of trust, giving it substantially the 
rights of a first mortgagee~ 

18. Page 18, line 21. 
Following: "otherwise" 
Strike: "." 
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19. Page 19, line 2. 
Following: 11 there!erT" 
Insert: ", other than real estate to be used primarily for 

agricultural, ranch, mining, development of oil or mineral 
resources, recreational, amusement, or club purposes, acquired 
as an investment for the production of income or acquired to 
be improved or developed for such investment purposes pursuant 
to an existing program therefor." 

20. Page 19, line 7. 
Following: 11 5% 11 

Strike: 11 15% 11 

Insert: ~~~ 

21. Page 19, line 21. 
Following: 11 i9%" 
Strike: 11 25%" 
Insert: 11 10%" 


