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INTRCDUCED BY

BY REQUEST OF THE STATE COMMISSIONER NF INSURANCE

A BILL FOR AN ACT ENTITLED: ®AN ACT TO PROVIDE FIR THE
REGULATION AND REGISTRATION OF PERSONS WHO COLLECT CHARGES
OR PREMIUMS OR ADJUST OR SETTLE CLAIMS ON LIFE OR HEALTH

INSURANCE POLICIES DR ANNUITIES OF RESIDENTS OF MONTANAL"™

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

Section le Administrator defineds As used in [this
act]s the term "administrator”® »eans any peETSONY
corporations partnerships or association who collects
charges or premiums froe residents of this state in
connection with Yife orf health insurance coverage or
annuities or who adjusts or settles claims on such coverage
but does not include:

{1} an employer on behalf of its employees or on
behalf of the employees of one or mwore subsidiary or
affiliated corporations of such employer;

(2} a union on behalf of its members:

{3} an insurance company which is cither licensed in
this state or acting as an insurer with respect to a policy
lawfully issued and detivered by it in and pursuant to the

laws of a state in which the insurer was authorized to do an
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insurance business or health service corporation as defined
in 33-30-101;

(4) a 1life or health agent who is licensed in this
state and whose activities are Yimited exclusively to the
sale of insurance;

(5} a creditor on behalf of its debtors with respect
to insurance covering a debt between the creditor and its
debtors;

(6) a trust established in conformity with 29 UeSeCe
186y its trusteess or agents and employees acting
thereunder;

{7T) a ¢trust exempt from taxation under section 501{a}
of the Internal Revenue Coder its trusteess or employees
acting thereunder;

{8) a custodian acting pursuant to & custodian account
which meets the requirements of section 401{f) of the
Internal Revenue Code or its agents and employees;

{9) a banks <credit uniony or other financial
institution which is subject to supervision or examination
by federal or state banking authorities;

(10} a credit card issuing company which advances for
and collects premiums or charoes frozx its credit card
holders who have authorized it to do sos provided such
company does not adjust or settle claims; or

{11} a person who adjusts ar settles claims in the
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normal course of his practice or employment as an  attorney
at lJaw and who does not collect charges or presiums in
connection with life or bhealth insurance coverage or
annuitiess

Section . Written agreement required. {1) Nc person
may act as an adeinistrator without < written agreement
between the person and the insurere The written agreement
shall be retained as gpart of the official records of both
the administrator and the insurer for the duration of the
agreement and for 5 years thereafteres The written agreemsent
shall contain provisions which include the requiresents of
[sections 4 through 10] insofar as these requirements relate
to the functions performed by the administratore

12} The agreement shall contain a provision with
respect to the underwriting or other standards pertaining to
the business underwritten by such insurere

{3) MWhenever a policy is issued to 3 trustees a copy
of the trust agreement and any amendments thereto shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records ef both the
administrator and the insurer for the duration of the polticy
and for 5 years thereafter.

Section 3. Maintenance of informatione. for the
duration of the agreement required by [section 2} and for 5

years thereafters each administrator shall m3intain at its
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principal administrative office adequate books and records
of all transactions between the administratorsy ¥nsurerss and
insured personse These books and records shall be
maintained in accordance with prudent standards of insurance
recordkeepinges The commissioner of insurance shall have
access to these books and records for examinations audite or
inspections Any trade secrets contained in the books and
recordse including but not limited to the identity and
addresses of policyholders and certificate holderse shall be
confidentialy except that the comaissioner may use such
information in any proceadings instituted against the
administratore. The insurer retains the right to continuing
access to those books and records of the administrator
sufficient to permit the insurer to fulfill a1l of its
contractual obligations to insured personses sSubject to any
restrictions in the written agreement hetween the insurer
and the administrators

Section 4. Approval of advertisinge An adwinistrator
may use only such advertising pertaining to the business
underwritten by an insurer as is approved by the insurer in
advance of its use.

Section 5. Collection of charges and premiumse (1) AlY
insurance charges or premiums ctollected .by an administrator
on behalf of or for an insurer or insurers and return

premiums  receiverd from such insurer or insurers are held by
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the administrator in a fiduciary capacitys. These funds
shall be immediately remitted to the person or persons
entitled thereto or shall be deposited promptly in a
fiduciary bank account established and maintained by the
adsinistrator. If deposited charges or presmiums were
collected on behalf of or for more than one insurers the
administrator shall require the bank in which the fiduciary
account is maintained to keep records clearly recording the
deposits in and withdrawals from such account on behalf of
or for each insurere The adainistrator shall promptly obtain
and keep copies of all these records ands upon request of an
insurers shall furnish the iasurer with copies ‘of the
records pertaining to deposits and withdrawals on behalf of
or for the Insurer.

{2) The administrator shall not pay any claim by
withdrawals from the fiduciary accountes Withdrawals from the
fiduciary account shall be mades 2s provided in the written
agreement between the administrator and the insurers for:

{3) remittance to an insurer entitled thereto;

(b} deposit in an account saintained in the name of
such insurer;

{c}) transfer to and deposit in a claims paying
accounty with claims to be paid as provided in [section 7];

(d) payment to a group policyholder for remittance to

the insurer entitled thereto;
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(e} payment to the adaministrator of its commissions
feesy or charges: or

{f) remittance of return premiums to +the person or
persons entitled thereto.

Section 6« Treatment of payments. Whenever an insurer
utilizes the services of an administrator under the terms of
a written contract as required in [section 2]+ the payaent
to the adaministrator of any premiums or charges for
insurance by or on behalf of the insured is considered to be
received by the insurer and the payment of return premiums
or claims by the insurer to the administrator is not
considered payment to the insured or claimant until the
payments are received by the insured or claimant. This
section does not limit any right of the insurer against the
administrator resulting from the administrator®s failure to
make payments to the insurers insuredss or claimantse.

Section Te Payment of claimss A¥1 claims paid by the
administrator from funds collected on behalf of the insurer

shall be paid only on drafts of and as authorized by such

insurers
Section B Delivery of documentsa. Any policiess
certificatesrs bookletse termination notices, or other

wWritten communications delivered by the insurer to the
administrator for delivery to its policyholders shall be

delivered by the administrator promptly after receipt of
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instructions from the insurer to do soe

Section %9« Claim adjustment and settiement. with
respect to any policies where an administrator adjusts or
settles claimss the compensation to the administrator with
regard to the policies shall in no way be contingent on
claim experiences This section does not prevent the
compensation of an administrator from being based on
premiuas or charges collected or number of <claims paid or
processede

Sectlion 10. Bonding requirements. Every administrator
shall be bondede The amount of the bond shal} be not less
than 10X of the amount of total funds handlied and not less
than $1+000+ but need not be more than $500+000 unless a
larger amount has been agreed to between the insurer and the
administratore For fixing the amount of the bonds the amount
of funds handled shall be determined by the total funds
handled by the administrator during the preceding year ors
if no funds were handled during the preceding years the
amount of funds reasonabdbly estimated to be handled during
the current calendar year by the administrator. The bond
shall provide protection to the insurer or insurers against
loss by reason of acts of fraud or dishonesty and may
include individual bonds or schedule or blanket forms of
bondse Only one bond shall be reguired of the administrator

for all insureds which utilize the services of the
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administratory unless provided otherwise in the written
agreement between the insurer and the administratore

Section 11. Insured persons to be notified of
availability of administratore. Whenever the services of an
administrator are utilizeds the administrator shall provide
a written notices approved by the insurers to insured
individualsye advising then of the identity of and
relationship between the administratory the policyholdery
and the insurer. Whenever an administrator collects fundss
the administrator shall identify and states separately in

writings to the persaon paying to the administrator any

" charge or premium for insurance coverage the amount of such

charge or prowmium specified by the insurer for the insurance
coverageas

Section 12. C(ertificate of reqistrations {1} Except as
provided in [section 13}y no person may act as or hold
himself out to be an adeministrator in this state unless he
holds 2 certificate of registration as an adwinistratore

(2} An application for a certificate of registration
must be accompanied by a fee of $100. The commissioner of
insurance shall issue the certificate unless he finds that
the applicant is not competents trustworthye financially
responsiblee or of good personal and business reputation or
that the applicant has had a previocus application for an

insurance lticense denied for cause within 5 yearse.
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(3) The <certificate of registration is renewable
annually on the date of issue« A request for renewal must be
accompanied by a renewal fee of $100.

{(#) TYhe certificate of registration may be suspended
or revoked ifys after notice and hearings the commissioner
finds that the adwinistrator has vioclated any of the
requirements of [sections 2 through 11} or that the
administrator is not cospetents trustworthye. financially
responsibles or of good perscnal and business reputations

{5) Unless the certification requirement is walveds
any administrator who acts as such without the certificate
of registration is subject to a fine of not less than $500
or more than $1,500.

Section 13. Waiver of certification requirements. The
commissioner of Iinsurance may waive the requiresents of
[section 12] for any person or class of personse. The factors
taken into account in granting such waiver shall include but
are not limited to:

{1) whether the person acting as an administrator is
primarily in a business other than that of administratori

(2} whether the financial strength and history of the
corganization indicates stability in its continuity of doing
business;

{3) whether the regular duties being performed as an

adainistrator are such that the covered persons are not
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likely to be injured by 3 waiver of such requirements.

-End-
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STATE OF MONTANA
Request No. 490-79
FISCAL NOTE
Form BD-15

In compliance with a written request received March 19, 1979 , there is hereby
submitted a Fiscal Note for Senate Bill 83 pursuant to Chapter 53, Laws of Montana,
1965 - Thirty-Ninth Legislative Assembly. Background information used in developing
this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to provide for the regulation and registration of persons who collect charges

or premiums or adjust or settle claims on life or health insurance policies or annuities
of residents or Montana.

FISCAL IMPACT:

Minimal.

A&(Wﬁ 7. Qaw—-\JGm

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 3/14/77
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INTRCDUCED BY
BY RECUEST OF THE STATE CORMISSIONER OF INSURANCE

A BILL FOR AN ACT ENTITLED: *#aN ACY 7O PROVIDE FOR THE

REGULATION AND REGISTRATION OF PERSONS WHD COLLECT CHARGES

GR PREMIUMS OR ADJUST OK SETTLE CLAIMS ON LIFF OR  HFALTH

INSURANCE DPOLICTES OR ANMUITIES UF RESIDENTS OF MONTANAR"

BE IT ENACTIZ Sy THE LEGISLATURE DF THE STATE OF MONTAMA:

Sectior . Administrator definede As used in [this
act )y the garm ®administrator™ Eeans any persons
corporations partnerships or association who <ollects
chdrjes «~r opremiums from residents of this state in
confnection waith 1life or health insurance coverage or
annuities or wic adjusts or settlos claims on such  Coveragoe

but does not include:

{1} en employer on behalf of its ewmployees or on
behalf of tha employees of one or wmore subsidiary or
affilisted corporations of such employer;

{2) & union on behalf of its members;

{3) an insurance coempany which is sither licensed in
this stals or SLting 43 SN insuier wilh o roapzcl to 2 puliog
Tawfully issued and delivered by it in and purswant to the

laws of a state in which the insurer was sutheorized to do an
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insurance business or health service corporation as defined
in 33-30~-1013

(4) a 1life or health agent who is ticensed in this
state and whose activities are limited exclusively to the
sale of insurance;

{5) a creditor on behalf of its debtors with respect
to insurance covering a debt between the creditor and its
debtors;

(6) a trust established in conformity with 29 HeSeCs
186y its trusteess oOF agents and enplovees acting
thereunder;

{7) a trust exempt from taxation under section 501({a)
of the Internai Revenue Codes its trusteess or employees
acting thereunder;

(8) a custodian acting pursuant tc a custodian account
which meats the requirements of section 401(f} of the
Internal Revenue Code or its agents and employees;

(9} a banke <credit uniony or other financial
institution which is subject to supervision or examination
by federal or state banking authorities:

(10} a credit card issuing company which advances for
and collects premiums or <charges from its credit card
holdars who have cutharized i+ to do so; provided surh

caompany does not adjust or scttle claims; or

{11) 2 vperson who adjusts or sett!e§ ciaims in the

e T
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normal course of his practice or employment as an attorney
at law and who does not collect charqges or presiums in
connection with 1ife cr hedlth insurance coveraqe or
annuitiess

Section 2. MWritten agreement requireds (1) No person
may act as an 2dministrator without a written agreement
between the person and the insurere The written agreement
shall be retained as part of the official records of both
the administrator and the insurer for the duration of the
agreement and for 5 years thereaftere The written agreement
shall contain provisions which include the requirements of
[sections 4 through 10] insofar as these requirements relate
to the functions performsed by the administratore

{2} The agreement shall contain a provision with
respect to the underwriting or other standards pertaining to
the business underwritten by such insurere

(3) MWhenever a policy is issued to 2 trustees 2 copy
of the trust agreement and any amendaents thereto shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records of both the
administrator and the insurer for the duration of the policy
and for 5 years thereafter.

Section 3« Maintenance of informatione. For the
duration of the agreement required by {section 2] and for 5

years thereafters each administrator shall maintain at its
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principal administrative office adequate hooks and rrcnards
of all transactions between the administratorsy insurers, and
insured personse These books and records shall be
maintained in accordance with prudent standards of insurance
recordkeepings The cowmissioner of insurance shall have
access to these books and records for examinations audits or
inspection. Any trade secrets contained in the bocks and
recordse including but not 1limited to the identity and
addresses of policyholders and certificate holderss shall be
confidentialy except that the commissioner may use such
information in any proceedings instituted against the
administratore The insurer retains the right to continuing
access to those books and records of the administrator
sufficient to permit the insurer to Ffulfill all of its
contractual obligations to insured personse subject to any
restrictions in the written agreement between the insurer
and the administratore

Section 4. Approval of advertisings An administrator
may wuse only such advertising pertaining to the business
underwritten by 3n insurer as is approved by the insurer in
advance of its use.

Section 5« Collection of charges and premiumse {1} Al}
insurance charges or premiums collected by an administrator
on behalf of or for an insurer or insurers and return

premiums received from such insurer or insurers are held hy
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the administrator in & fiduciary capacitye These funds
shall be immediotely remitted to the person or persons
entitied thereto or shall be deposited promptly in a
fiduciary bark account established and maintained by the
administratore If deposited charges or premiums were
coliectad on behslf of or for more than one insurers the
cuministrator shall reguire the bank in which the fiducizry
account 1% maintained te keep recordcs ciearly recaording the

IS

[

eposits in and withdrawals from such account on hehalf  of
or for wach i urere The adsinistrator shz!l promptly obtain
and kewl copesy of a1 these records andy upen recucst of an

insurers  shatl furnish the insurer with copies of the

racords pertaining to deposits and withdrawals on behalf  of

{2} The administrator shall not pay any ciaim by
withoarawals from the fiduciary accoimnte Mithdrawals from thae
tiduciary account shall! be madzy a5 provided in the wittion
auyrvement dDetween the administrator @nd the insurers for:

{a} remittance to an insurer entitied theretos

{b} deposit in  an &account maiatained in the name of
such insurer;

{c} irvanzfer to end dapesit in a clainms paying
accounts with ¢laims te bhe poid oo provided v [secticn T71-

{d} gpayment To a qroup policyholder for remittance to

the insurer entitled thereto;
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(e} payment to the administrator of its commissions
feesy or charges; or

{f) remittance of return premiums to the person or
persons entitled theretoe

Section 6. Treatwent of paymentse. Whenever an insurer
utilizes the services of an administrator under the terms of
a written contract as required in {section 2]« the paymcnt
to the administrater of any prewmiums or charges for
insurance by or on behalf of the insured is considerad to he
received by the insurer and the peyment of return premiums
aoar claims by the insurer tg the administrstor is not
considered payeent to the lInsured or claimant until +the
payments are vreceived by the insured or claimante. This
secticn does not lieit any right of the insurer against the
adainistrator rvesulting from the sdministrator®s failure to
sake payments to the insurers insuredss or claimantse

Section 7« Payment of claimse AVl claims paid by the
administrator from funds coilected on behaif of the insurer

shall be paid oniy on drafts of and as 3utherized by swech

insurere
Section Be Delivery of dacumentsa ARy policiess
certificatess bookletse terminpation noticess or other

written communications delivered by the insurer to the
administrator for delivery to its policyholders shall be

delivered by the admintstrator promptly after receipt of
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instructions from the insurer to do s0e

Section 9« L(laim adjustment and settiement. with
raspact to any policiass where an administrator adjusts or
settles claimses the compensation to the administrator with
regard to the policies shall in no way be contingent on
claims experiences This section does not prevent the
compensation of an administrator from being based on
premiums or charges collected or number of claims paid or
processede

Section 10« Bonding requirementss Every 3deinistrator
shall be bonded. The amount of the bond shall be not less
than 10X of the amount of total funds handled and not less
than $1,000s but need not be more than $5004000 unless a
larger amount has been agreed to between the insurer and the
administratore. For fixing the amount of the bonds the amount
of funds handled shall be determined by the total funds
handled by the administrator during the preceding year ore
if no funds were handled during the preceding years the
azount of funds reasonably estimated to be handled during
the current calendar vyear by the administrator. The bond
shall provide protection to the insurer or insurers against
loss by reason of acts of fraud or dishonesty and may
include individual bonds or schedule or blanket forms of
bondse Only one bond shall be required of the administrator

for akd insureds which utilize the services of the
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administrators unless provided otherwise in the writtor
agreement between the insurer and the adwinistratore

Scction 1ls Insured persons to be rnotified of
availability of administrator. Whenever the services of an
administrator are utilizeds the administrator shall provide
a written notices approved by the insurers to insured
individualse advising them of the identity of and
relationship between the administraters the policyholders
and the insurers Whenever an administrator collects fundsy
the administrator shall identify and states separately in
writings to the person paying to the administrator any
charge or premium for insurance coverage the amount of such
charge or premium specified by the insurer for the insurance
coveragee

Section 12. Certificate of registrations. {1} Except as
provided in [section 13}y no person may act as or hold
himself out to be an administrator in this state wunless
holds a certificate of registration as an administratore.

{2} An application for a certificate of registration
must be accompanied by a fee of $100. The commissioner of
insurance shall issue the certificate unless he finds that
the applicant is not competents trustworthys financially
responsiblesy or of good personal and business reputation or
that the applicant has had a previous applicaticn for an

insurance license denied for cause within 5 years.

.
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{3} The certificate of registration is renewable
annually on the date of issues A recuest for renewal must be
accompanied by 3 renewal fee of $100.

(4) The certificate of registration may be suspended
or revoked ifs after notice and hearings the commissioner
finds that the administrator has violated any of the
reqguirements of [sections 2 through 11] or that the
administrator is not competents trustworthys financially
responsibley or of good personal and business reputation.

{5} Unless the certification requirement is waiveds
any administrator who acts as such without the certificate
of registration is subject to a fine of not less than $500
or mcre than $1+500.

Sectien 13. Watver of certification reguirements. The
commissinner of insurance may waive the requirements of
[section 12] for any person or class of personse. The factors
taken inte account in granting such waiver shall include but
are not limited to:

{1} whether the person acting as an administrator is
primarily in a business other than that of administrator;

{2} whether the fipancial strength and history of the
organization indicates stability in its continuity of doing
business;

{3) whether the regular duties being performed as an

administrator are such that the <covered persons arc not

o
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likely to be injured by a waiver of such requirements.

-End-
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ISSIONER OF INSURANCE

INTRODUCED BY

8Y REQUEST OF THE STATE CO

A BILL FOR AN ACT ENTITLED: ®AN ACT TO PROVIDE FOR THE
REGULATION AND REGISTRATION OF PERSONS WHD COLLECT CHARGES
UR PREMIUMS OR ADJUST OR SETTLE CLAIMS ON LIFE OR HEALTH

INSURANCE POLICIES OR ANNUITIES OF RESTIOENTS DF MONTANAL®

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

Section le Administrator definede As wused in [this
act]y the term ®administrator®™ seans any persons
corporations partnerships or association who collects
charges or premiums from residents of this state in
connection with 1ife or health insurance coverage ar
annuities or who adjusts or settles claims on such coverage
but does not inciude:

(1) an employer on behalf of its employees or on
behalf of the employees of one or wore subsidiary or
affiliated corporations of such employer;

{2Y a union on behalf of its members;

{3} an insurance company which is either Yicensed in
this state or acting as an iasurer with respect to a policy
lawfully issued and delivered by it in and pursuant to the

laws of a state in which the insurer was authorized to do an
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insurance business or health service corporation as defined
in 33-30-101;

{(#Y a 1life or health agent who is licensed in this
state and whose activities are limited exclusively to the
sale of insurance; .

{5) a creditor on behalf of its debtors with respect
to insurance covering a debt between the creditor and its
debtors;

{6) a trust established in conformity with 29 UuSe.Ce
186y its trustees, or agents and employees acting
thereunder;

{7T) a trust exempt from taxation under section 501(a)
of the Internal Revenue Codes its trusteesy or employees
acting thereunder;

{8) & custodian acting pursuant to a custodian account
which meets the requirements of section 401(f) of the
Internal Revenue Code or its agents and employees;

{9) 3 bankse credit uniong or other financial
institution which is subject to supervision or examination
by federal or state banking authorities;

{10) a credit card issuing company which advances for
and collects premiums or charges from its credit card
holders who have authorized it to do sos provided such
company does not adjust or settle claims; or

{11} a person who adjusts or settles claims in the

m
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normal course of his practice or employment as an attorney
at law and who does not <collect charges or premiums in
connection with 1ife cr health insurance coverage or
annuitiess

Section Z. Mritten agreement requirede {1} No person
may act as an administrator without 3 written agreewment
between the person and the insurere The written agreement
shall be retained as part of the official records of both
the administrator and the insurer for the duration of the
agreement and for S years thereaftere. The written agreement
shall contain provisions which include the requirements of
[sections & through 10] insofar as these requirements relate
to the functions performed by the administratore.

{2} The agreesent shall contain a provision with
respect to the underwriting or 6ther standards pertaining to
the business underwritten by such insurer.

{3) Whenever a policy Is issued to 2 trustees 2 copy
of the trust agreemsent and any amsendments thereto shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records of both the
administrator and the insurer for the duration of the policy
and for $ years thereaftere

Section 3. Maintenance of information. For the
duration of the agreement required by {section 2] and for 5

years thereaftere each administrator shall maintain at its
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principal administrative office adequate books and records
of all transactions between the administratore insurerss and
insured persons. These books and records sh2ll  be
maintained in accordance with prudent standards of insurance
recordkeeping. The cowmmissioner of insurance shall have
access to these books and records for examinations audite or
inspactione Any trade secrets contained in the books and
recordss including but not limited to the identity and
addresses of policyholders and certificate holderss shall be
confidentialy encept that the commissioner may use such
information in any proceedings instituted against the
administratore The insurer retains the right to continuing
access to those books and records of the ‘administrator
sufficient to permit the insurer to fulfill all of its
contractual obligations to insured personss subject to any
restrictions in the written agreement between the insurer
and the administratore

Section 4. Approval of advertisinge An administrator
may use only such advertising pertaining to the business
underwritten by an insurer as is approved by the insurer in
advance of its usee

Section 5« Collection of charges and premiums. (1) Al
insurance charges or premiums collected by an administrator
on behalf of or for an insurer or insurers and return

premiums received from such insurer or insurers are held by
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the administrator in a Ffiduciary capacitys These funds
shall be immediately vremitted to the person or persons
entitled thereto or shall be deposited promptly in a
fiduciary bank account established and maintained by the
administratore. 1If deposited charges or premiums were
cotlected on behalf of or for more than cone insurers the
administrator shall require the bank in which the fiduciary
account is maintained to keep records clearly recording the
deposits in and withdrawals from such account on behalf of
or for each insurere The administrator shall promptly obtain
and keep copies of all these records andy upon request of an
insurere shall furnish the insurer with copies of the
records pertaining to deposits and withdrawals on behalf of
or for the insureras

{2) The administrator shell not pay any clais by
withdrawals from the fiduciary accounte Withdrawals from the
fiduciary account shall be madesy 3s provided in the written
agreement between the adwinistrator and the insurers for:

{3} remittance to an insurer entitled thereto;

(b} deposit in an account maintained in the name of
such insurer;

{c) transfer to and deposit in a claims paying
accounts with claims to be paid as provided in [section 7];

{d) payment to a group policyholder for remittance to

the insurer entitled theretos;
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{e) payment to the administrator of its commissions
feese or charges; or

{f) remittance of return premiums to the person or
persons entitled thereto.

Section 6« Treatment of payments. Whenever an insurer
utilizes the services of an administrator under the terms of
a written contract as required in [section 2]« the payment
to the administrator of any prewmiums or charges for
insurance by or on behalf of the Insured is considered to be
received by the insurer and the payment of return prewmiums
or claims by the insurer to the adsinistrator is not
considered payment to the insured or claimant until the
payments are received by the insured or claimante This
section does not JTimit any right of the insurer against the
administrator resulting from the adeinistrator®s failure to
aake payments to the insurers insuredss or claimantse.

Section 7. Payment of claimse AVl claiws paid by the
administrator from funds collected on behal¥f of the insurer
shall be paid only on drafts of and as authorized by such
insurere

Section B. Delivery of documentse. any policiess
certificatess bookletss termination noticess or other
written communications delivered by the insurer to the
administrator for delivery to its policyholders shall be

delivered by the administrator promptly after receipt of

SR %73
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instructions from the insurer to do soe

Section 9. Claim adjustsent and settlement. With
respect tu any policies where an administrator adjusts or
settles claimss the compensation to the administrator with
regard to the polticies shall in no way be contiangent on
claim experiences This section does not prevent the
compensation of an administrator from being based on
premiums or charges collectad or number of claias pald or
processeds

Section 10e Bonding requirements. Every administrator
shall be bondeds The amount of the bond shall be not less
than 102 of the amount of total funds handled and not less
than $1.000+ but need not be more than $500+000 unless a
larger amount has been agreed to between the insurer and the
aduinistratore. For fixing the amount of the bonds the amount
of funds handled shall bde determined by the total funds
handled by the administrator during the preceding year ore
if no funds were handled during the preceding years the
amount of funds reasonably estimated to be handled during
the current calendar year by the administrator. The bond
shall provide protection to the insurer or insurers against
loss by reason of acts of fraud or dishonesty and msay
include individual bonds or schedule or blanket foras of
bondse Only one bond shall be required of the administrator

for all insureds which wutilize the services of the
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administratore unless provided otherwise in the written
agreement between the insurer and the administrator.

Section 11 Insured persons to be notified of
availability of administrator. Whenever the services of an
administrator are utilizeds the administrator shall provide
a written noticey approved by the insurere to insured
individualse advising them of the identity of and
relationship between the administratore the poiicyholdery
and the insurer. Whenever an ac¢ministrator collects fundsy
the administrator shall identify and states separately in
writings to the person paying to the administrator any
charge or premium for insurance coverage the amount of such
charge or premium specified by the insurer for the insurance
coveragee.

Section 12« Certificate of registratione (1) Except as
provided in [section 13]es no person may act as or hold
himself cut to be an adwministrator in this state unless hr
holds a certificate of registration as an administratore.

{Z) An application for o certificate of registration
must be accompanied by a fee of $100. The commissioner of
insurance shall issue the certificate unless he finds that
the applicant is not competente trustworthye financially
responsibles or of good personal and business reputation or
that the applicant has had a previous application fFfor an

insurance license denied for cause within 5 yearse.



[E N

o

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

F43

LC 0387/01

{3) The certificate of registration is renewable
annually on the date of issuee A request for renewal must be
accompanied by a renewal fee of $100.

{4) The certificate of registration may be suspended
or revoked ifs after notice and hearing: the commissioner
finds that the administrator has violated any of the
requirements cf [sections 2 through 11] or that the
administrator is not competents trustworthy» financially
responsibles or of good persconal and business reputation.

{S) Unless the ceortification requirement is waived.
any administrator who acts as such without the certificate
of registration is subject to a fine of not less than $500
or more than $1¢500.

Section 13. MWaiver of certification requirements. The
commissioner of insurance may waive the requirements of
[section 12] for any person or class of persons. The factors
taken into account in granting such waiver shall include but
are not limited to:

(1} whether the person acting as an administrator is
primarily in a business other than that of administrators;

(2} whether the financial strength and history of the
organization indicates stability in its continuity of doing
business;

{3} whether the regular duties being performed as an

administrator are such that the covered persons 3re not

-

LC 0387701

likely to be injured by a waiver of such requirementse.
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SENATE BILL NO. 83
INTRODUCED BY DOVERs BLAYLOCK

BY REQUEST OF THE STATE COMMISSIONER JUF INSURANCE

A BILL FOR AN ACT ENTITLEN: ™AN ACT TO PROVIDE FOR THE
REGULATION AND REGISTRATION OF PERSONS WHO COLLECT CHARGES
OR PREMIUMS OR ADJUST QR SETTLE CLAIMS ON LIFE OR HEALTH

INSURANCE POLICIES OR ANNUITIES OF RESIDENTS OF MONTANA™

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

Section 1. Administrator definede As wused in [this
act])e the term ®administrator® means any persone
corporations partnershipey or association who collects
charges or premiums from residents of this state in
connection with life or health insurance coverage or
annuities or who adjusts or settles claims on such coverage
but does not include:

(1) an employer on behalf of its employees or on
behalf of the employees of one or more subsidiary or
affiliated corporations of such employer;

{2} & union on behalf of its members;

(3) an insurance company which is either licensed in
this state or acting as an insurer with respect to a policy
lawfully issued and delivered by it in and pursuant to the

taws of a state in which the insurer was authorized to do an
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insurance business or health service corporation as defined
in 33-30-101;

{4} a life or health agent who is licensed in this
state and whose activities are limited exclusively to the
sale of insurance;

[(S) a creditor on behalf of its debtors with respect
to insurance covering a debt between the creditor and its
debtors;

(6) a trust established in conformity with 29 UeSeCe
1806y its trustees: or agents and employees acting
thereunder;

(T) a trust exempt from taxation under section 501(a)
of the Internal Retenue Codes its trusteess or employees
acting thereunder;

(8) a custodian acting pursuant to 3 custodian account
which meets the requirements of section 401(f) of the
Internal Revenue Code or its agents and employees;

{9) & banks <credit unione or other financial
institution which is subject to supervision or examination
by federal or state banking authorities;

{10) a credit card issving company which advances for
and collects premiums or charges from its credit card
holders who have authorized it to do sos provided such
company does not adjust or settle claims; or

(l1) 8 operson who adjusts or settles claims in the

-2- SB 83
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normal course of his practice or employment as an attorney
at law and who does not <coltlect charges or premiums in
connection with life or health insurance coverage or
annuitiese.

Section 2. MWritten aqreement requireds (1) No person
may act as an administrator without a written agreement
between the person and the insurere The written agreement
shall be retained as part of the official records of both
the administrator and the insurer for the duration of the
agreement and for 5 years thereafter. The written agreement
shall contain provisions which iAclude the requirements of
[sections & through 10] insofar as these requiresents relate
to the functions performed by the administratore

(2 The agreement shall contain a provision with
respect ta the underwriting or other standards pertaining to
the business underwritten by such insurers

(3} whenever a policy is issued to a trustees a copy
of the trust agreement and any amendaents thereto shall be
furnished to the insurer by the administrator and shall be
retained as part of the official records of both the
administrator and the insurer for the duration of the policy
and for S5 years thereafter.

Section 3. Maintenance of information. For the
duration of the agreement required by [section 2} and for 5

years thereafters each administrator shall maintain at its

-3~ S8 83

10
11
12
13
14
1s
16
11
18
19
20
21
22
23
24

25

SR 0083/02

principal administrative office adequate books and records
of all transactions between the administrators insurerss and
insured personse. These books and records shall be
maintained in accordance with prudent standards of insurance
recordkeepinge The commissioner of insurance shall have
access to these books and records for examinations audite or
inspections Any trade secrets contained in the books and
recordss including but not limited te the identity and
addresses of policyholders and certificate holderss shall be
confidentials except that the commissioner may use such
information in any proceedings instituted against the
administratore. The insurer retains the right to continuing
access to those books and records of the administrator
sufficient to perwmit the insurer to fulfill all of its
contractual obligations to insured personss subject to any
restrictions in the written agreement between the insurer
and the administrators

Section %« Approval of advertisinges An administrator
may wuse only such advertising pertaining to the business
underwritten by an insurer as is approved by the insurer in
advance of its use.

Section Se Collection of charges and premiumse (1) AlY
insurance charges or premiums collected by an administrator
on behatf of or for an insurer oOr insurers and return

premiums received from such insurer or insurers are held by

-ly= S8 83
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the administrator in a fiduciary capacitys These funds
shall be immediately remitted to the person or persons
entitled thereto or shall be deposited promptly in a
fiduciary bank account established and maintained by the
administratore If deposited charges or premiums were
collected on behalf of or for more than one insurere the
administrator shall require the bank in which the fiduciary
account is maintained to keep records clearly recording the
deposits in and withdrawals from such account on behalf of
or for each insurere. The administrator shall promptly obtain
and keep copies of all these records ands upon request of an
insurers shall furnish the insurer with copies of the
records pertaining to deposits and withdrawals on behalf of
or for the insureres

{2} The administrator shall not pay any claim by

withdrawals from the fiduciary account. Withdrawals from the’

fiduciary account shall be madey as provided in the written
ajreement between the administrator and the insurers for:
{a) remittance to an insurer entitled theretoi
(b} deposit in an account maintained in the name of
such insurer;
{c) transfer to and deposit in a claims paying
accounty with claims to be paid as provided in [section T];
{d) payment to a group policyholder for remittance to

the insurer entitled thereto;
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(e} payment to the administrator of its commissions
feess or charges; or

{f) remittance of return premiums to the person or
persons entitled theretoe.

Section 6. Treatment of payments. Whenever an insurer
utilizes the services of an administrator under the terms of
a written contract as required in {section 2)» the payment
to the administrator of any premiums or charges for
insurance by or on behalf of the insured is considered to be
received by the insurer and the payment of return premiums
or claims by the insurer toc the administrator is not
considered payment to the insured or claimant wuntil the
payments are received by the insured or claimant. This
section does not limit any right of the insurer against the
administrator resulting from the administrator*s failure to
make payments to the insurers insuredss or claimants.

Section 7. Payment of claims. A}l claims paid by the
administrator from funds collected on behalf of the insurer

shall be paid only on drafts of and as authorized by such

insurera
Section 8. Delivery of documents. Any policiess
certificatess bookletss termination noticesy or other

written communications delivered by the insurer to the
administrator for delivery to its policyhoiders shall be

delivered by the administrator promptly after receipt of
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instructions from the insurer toc do so.

Section 9. Claim adjustment and settlement. With
respect to any policies where an administrator adjusts or
settles claimss the compensation to the administrator with
regard to the policies shall in no way be contingent on
ctaim experiences This section does not prevent the
compensation of an administrator from being based on
premiums or charges collected or number of claims paid or
processeds

Section 10. Bonding requirements. Every administrator
shal}! be bonded. The amount of the'bond shall be not less
than 10X of the amount of total funds handled and not less
than 314000+ but need not be more than $500+000 unless 2
larger amount has been agreed to between the insurer and the
administrators For fixing the amount of the bonds the amount
of funds handled shall be determined by the total funds
handled by the administrator during the preceding year ors
if no funds were handled during the preceding years the
amount of funds reasonably estimated to be handled during
the current calendar vyear by the administrator. The bond
shatl provide protection to the insurer or insurers against
loss by reason of acts of fraud or dishonesty and may
include individual bonds or schedule or blanket forms of

bondse Only one bond shall be required of the administrator

for all insyreds which utilize the services of the
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administrators unlaess provided otherwise in the written
agreement bdetween the insurer and the administratore.

Section lle Insured persons to be notified of
availability of administratore. Whenever the services of an
administrator are utilizeds the administrator shall provide
3 written notices approved by the insurere to insured
individuals, advising them of the identity of and
relationship between the administratorey the policyholdery
and the insurer. Whenever an adsinistrator collects fundse
the administrator shall identify and states separately in
writings to the person paying to the administrator any
charge or premium for insurance coverage the amount of such
charge or premium specified by the insurer for the insurance
coverages

Section 12. Certificate of registration. (1) Except as
provided in [section 13)s no person may act as or hold
himself cut to be an administrator in this state unless he
holds a certificate of registration as an administratore.

{2) An application for a certificate of registration
must be accompanied by a fee of $100. The commissioner of
insurance shall issue the certificate unless he finds that
the applicant is not competents trustworthys financially
responsibles or of good personal and business reputation or
that the applicant has had a previous application for an

insurance license denied for cause within 5 yearse

-8- s 83

kg



10
11
12
13
1%
15
16
17
18
19
20
21
22
23
24

25

S8 0083/02

{3) The certificate of reqistration is renewable
annually on the date of issuee A request for renewal must be
accompanied by a renewal fee of $100.

{4) The certificate of registration may be suspended
or revoked ifs after notice and hearings the commissioner
finds tnat the administrater has violated any of the
requirements of [sections 2 through 11] or that the
administrator is not competents trustworthys financially
responsibles or of good personal and business reputation.

{51 Unless the certification requirement is waivedy
any administrator who acts as such without the certificate
of registration is subject to a fine of not less than $500
or more than $1+500.

Section 13. Waiver of certification requirementses The
commissioner of insurance wmay waive the requiremsents of
[section 12} for any person or class of persons. The factors
taken into account in granting such waiver shall include but
are not limited to:

(1) whether the person acting as an administrator s
primarilty in a business other than that of administrator;

{2} whether the financial strength and history of the
organization indicates stability in its continuity of doing
business;

{3) whether the regular duties being performed as an

administrator are such that the covered persons are not
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likely to be injured by a waiver of such requirementses
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