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SENATE BILL NO. 83 

INTRODUCED BY DOVER, BLAYLOCK 

BY REQUEST OF THE STATE COMMISSIONER OF INSURANCE 

January 10, 1979 

January 30, 1979 

January 31, 1979 

February 1, 1979 

February 2, 1979 

February 3, 1979 

February 5, 1979 

March 9, 1979 

March 13, 1979 

March 15, 1979 

March 16, 1979 

IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill 
do pass. Report adopted. 

Printed and placed on members' 
desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Transmitted to second house. 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill 
be concurred in. Report 
adopted. 

Second reading, concurred in. 

Third reading, concurred in. 

IN THE SENATE 

Returned from second house. 
Concurred in. Sent to 
enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY p~ ~ _, 

BY REQUEST OF THE STATE~~:;ONER OF INSURANCE 

A BILl FOR AN ACT ENTITLED: •AN ACT TO PROVIDE FOR THE 

REGULATION ANO REGISTRATION OF PERSONS WHO COLLECT CHARGES 

OR PREMIUMS OR ADJUST OR SETTLE CLAIMS ON LIFE OR HEALTH 

INSURANCE POLICIES OR ANNUITIES OF RESIDENTS OF MONTANA.• 

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

Section l• Ad•lnlstrator defined. As used in [this 

act]. the ter• •ad•inlstrator• -ans any persono 

corporation. partnership• or association who collects 

charges or pre•lu.s fro• residents of this state In 

connection with life or health insurance covera~e or 

annuities or who adjusts or settles clai•s on such coverage 

but does not include: 

fl) an e•ployer on behalf of its employees or on 

behalf of the e•ployees of one or ooorP subsidi<>ry or 

affiliated corporations of such e•ploy~r; 

12) a union on behalf of its •e•bers; 

(3) an insurance co•panv which is r!ither lic,.nsed in 

this state or acting as an insurer 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; 

I~) a life or health agent who is licensed in this 

state and whose activities are li•ited 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; 

16) a trust established in confor•ity with Z9 u.s.~. 

186• its trustees, or agents and "•ployees acting 

thereunder; 

t7) a trust exer.~t from taxation under section SOl(a) 

of the Internal Revenue C~det its trustees. or employees 

acting thereunder; 

(B) a custodian acting pursuant to a custodian account 

which meets the require~ents of section ~Ol(f) of the 

Internal Revenue Code or its agents and e•ployees; 

{9) a bank, credit union., or other financial 

institution whi~h is subject to supervision or exa•ination 

by federal or state banking authorities; 

(10) a credit card issuing co•pany which advances for 

and collects premiums or charoes fros its credit card 

holdP.rs who have authorized it to do soo provided such 

coapany does not adjust or settle clair.s; or 

{111 a person who adjusts Qr settles clai•s in the 
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noraal course of his practice or ~•ploy~nt as an attorney 

dt law and who does not collect charges or pre•iu•s in 

connection with life or ~alth insurance coveraq~ or 

annuities. 

Section~. Written agreew.ent required. 11) No ~rson 

•ay act as an adrinistrator without a written agreeaent 

between the person and the insurer. The written agreeaent 

shall be retained as part of the official records of both 

the adainistrator and the insurer for the duration of the 

agree•ent and for 5 years thereafter. The written agreeaent 

shall contain provisions which include the requireaents of 

[sections 4 through 101 insofar as these requireeents relate 

to the functions performed by the ad•lnistrator. 

121 The agreement shall contain a provision with 

respect to the underwriting or other standards pertaining to 

the business underwritten by such insurer. 

{31 Whenever a policy is is~ued to a trustee. a copy 

ot the trust agreea~nt and any amendaents thereto shall b~ 

furnished to the insurer by the ad•inistrator 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 i n'for•at i an• F-or the 

duration of the agreement required by (section 2] and for 5 

years thereafter. each administrator shall •aintain at its 
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principal ad~inistrative office adequate books and records 

of all transactions between the ad•inistratoro insurerso and 

insured persons. These books and records shall be 

maintained in accordance with prudent standa~ds of insurdnce 

recordkeepin~· The co••issioner of insurance shall have 

dCcess to these books and records for exaeination. audito or 

insp~ctoon. Any trade secrets contained in t~ books and 

recordso including but not li•ited to the identity and 

addresses of policyholders and certificate holders• shall be 

confidentia1 0 except that the coaaissioner aay use such 

infor•ation in any proceedings instituted against thP 

adeinistrator. The insurer retains the right to continuing 

access to those books and records of the ad•inistrator 

sufficient to per•it the insurer to fulfi11 all of its 

contractual obligatIons to Insured person so subjec.t to any 

restrictions in the written agree•ent hetween the insurer 

and the adelnistratoro 

Section 4. Approval of advertising. An adeinistrator 

•ay 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. C.ollection of charges and prc•iums. 111 All 

insurance charges or pr-iu.s 'Col.lected cby an adain.istr.ator 

on behalf of or for an insurer or insurers and return 

~re~iums receiverl fror. such insurer or insurers are held by 
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the adainistrator in a fiduciary capacity. These funds 

shall be ia8ediately reaitted to the person or persons 

entitled thereto or shall be deposited proaptly in a 

fiduciary bank account established and aalntained by the 

adainistrator. If deposited charges or preaiuas were 

collected on behalf of or for eore than one Insurer, the 

a~inlstrator shall require the bank in Mhich the fiduciary 

account Is eaintained to keep records clearly recording the 

deposits in and withdrawals froa such account on behalf of 

or for each insurer. The ad.lnlstrator shall proaptly obtain 

and keep copies of all these records and, upon request of an 

Insurer, shall furnish the insurer with copies of the 

records pertaining to deposits and withdrawals on behalf or 

or for the Insurer. 

(ZJ The adeinistrator shall not pay any clai• by 

withdrawals fro• the fiduciary account. Withdrawals fro• the 

fiduciary account shall be eade, as provided in the written 

agree.ent between the adainlstrator and the Insurer, for: 

(a) reaittance to an insurer entitled thereto; 

(b) deposit In an account aalntalned in the naae of 

such insurer; 

(c) transfer to and deposit in a claias paying 

account, with claias to be paid as provided in [section 7]; 

(d) pay.ant to a group policyholder for reaittance to 

the insurer entitled thereto; 

-5-

1 

2 

3 

It 

5 

6 

7 

8 

9 

lD 

11 

12 

13 

lit 

15 

16 

17 

18 

19 

zo 

Zl 

Zl 

23 

24 

25 

LC 0387/01 

(e) payaent to the administrator of its coa~issiono 

fees, or charges; or 

(f) reaittance of return preaiuas to the person or 

persons entitled thereto. 

Section 6. Treataent of payments. Whenever an insurer 

utilizes the services of an adainistrator under the terms of 

a written contract as required in [section !)o the payment 

to the adainistrator of any preaiuas or charges for 

insurance by or on behalf of the insured is considered to be 

received by the insurer and the pay•ent of return premiums 

or claias by the insurer to the administrator is not 

considered payaent to the insured or claimant until the 

pay .. nts are received by the insured or claimant. This 

section does not liait any right of the insurer against the 

ad•lnistrator resulting from the adainistrator•s failure to 

•ake payaents to the insurer, insuredso or claimants. 

Section 7• Payment of claims. All claims paid by the 

adalnistrator from funds collected on behalf of the insurer 

shall be paid only on drafts of and as authorized 

insurer. 

Section a. Delivery of documer-ts. Any 

certificates, booklets. termination notices, 

by such 

policies, 

or other 

written co•munications 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 sO• 

Section 9. Clai• adjusteent and sett t e~~ent. With 

respect to any policies where an administrator adjus,.,. or 

settles clai•s• the compensation to the ad•inistrator Nith 

regard to the policies shall in no way be contingent on 

claim experience. 

co•pensation of 

This section does not prevent the 

an adMinistrator fro~ being based on 

preaiu•s or charges collected or nu~ber of claics paid or 

processed. 

Section 10. Bonding requireaents. Every administrator 

shatl be bonded. The amount of the bond shall be not less 

than lOX of the a•ount of total funds handled and not less 

than S1,ooo. but need not be •ore than ~soo,ooo unless a 

larger amount has been agreed to betNeen the insurer ~nd the 

ad•inistrator. For fixing the amount of the bond• t~~ amount 

of funds handled shall be deter•ined by the total funds 

handled by the ad•inistrator during the preceding year or. 

if no funds were handled during the preceding year, the 

aeount of funds reasonably estiaated to be handled during 

the current calendar year by the administrator. The bond 

shall provide protection to the 

loss by reason of acts of 

insurer or insurers 

fraud 

against 

include individual bonds or schedule 

or dishonesty and •ay 

or blanket for•s of 

bonds. Only one bond shall be required of the administrator 

for all insureds which utilize the services of the 
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ad•intstrator, unless provided otherwise in the written 

agreement between the insurer and the ad•ln!strator. 

Section 11· Insured persons to be notified of 

availability of ad•inistrator. Whenever the services of an 

adainistrator are utilized. the ad•inistrator shall provide 

a written notice, approved by the insurer, to 

individuals• advising thes of the Identity 

insured 

of and 

relationship between the adainistrator, the policyholder. 

and the Insurer. Whenever an adainistrator collects fundst 

the ~dainistrator shall identify and state, separately in 

writing, to the person paying to the adainistrator any 

charge or pre•iua for insurance coverage the ~aount of such 

charge or pro•iua specified by the Insurer for the insurance 

coverage. 

Section ll. Certificate of reqistration. (l} Except as 

provided in [section 13}• no person •ay act as or hold 

hi•self out to be an ad•inistrator in this state unless he 

holds a certificate of registration as an adainistrator. 

(Z~ An application for a certificate of registration 

•ust be acco•panied by a fee of 5100. The co•alssloner of 

insurance shall issue the certificate unless he finds that 

the ~pplicant is not competent• trustworthy. financially 

responsible, 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 years. 

-8-
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1 (3) The certificate of registration is renewable likely to be injured by a waiver of such require•ents. 

2 annually on the date of issue. A request for renewal .ust be -End-

3 acco•panied by a renewal fee of 5100. 

4t (4t) The certificate of registration •ay be suspended 

5 or revoked if, after notice and hearing, the co .. issioner 

b finds that the ad•inlstrator has violated any of thA 

7 requir-nts of [sections l through 111 or that the 

8 a~lnistrator is not coepetent. trustworthy• financially 

9 responsible, or of good personal and business reputation. 

10 (5) Unless the certification requireeent is waived, 

11 any aO.inistrator who acts as such without the certificate 

1Z of registration Is subject to a fine of not less than 5500 

13 or •ore than llo500. 

1~ Section 13. Waiver of certification require .. nts. The 

15 co .. isstoner of Insurance •ay waive the requlreeents of 

lb [section 1Z] for any person or class of persons. The factors 

17 taken into account in granting such waiver shall include but 

18 are not li•ited to: 

19 (11 whether the person acting as an ad•inistrator is 

ZO priearily in a bu>iness other than that of ad•inistrator; 

Zl (Z) whether the financial strength and history of the 

22 organization indicates stability in its continuity of doinq 

n busine5s; 

24 (3) whether the regular duties being perfor•ed as an 

Z5 ad•lnlstrator are such that the covered persons are not 

-9- -10-
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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 . 

~ ..._jj Ci. oZA...- () ~ 
BUDGET DIRECTOR ~ 
Office of Budget and Program Planning 
Date: ") /~ IJ 11$' 
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Approved by Committee 
on Business and Indus~rJ 

l 1 insurance business or health service corporation as defined 

2 lNTRCDUCED EY z in 33-30-101; 

3 3 (4) a life or health agent who is licensed in this 

4 4 state and whose activities are limited exclusively to the 

5 A BILL FOR AN ACT ENTITLED: •AN ACT TO PROVIDE F~R THE 5 sale of insurance; 

6 REGULATION AND REGISTRATION OF PERSONS WHO COlLECT CHARGES 6 (5) a creditor on behalf of its debtors with respect 

7 GR PREHIU~S OP ADJUST 0~ SETTLE CLAIMS ON LIFE OR HF~lrH 7 to insurance covering a debt between the creditor and its 

8 INSURANCE nOLICIES DR ANNUITIES UF RESIDENTS OF ~ONTANA.• 8 debtors; 

9 9 (6) a trust established in conformity with 29 u.s.c. 

10 BE IT ~NACT~~ ~y THE LEGISLATURE OF THE STATE OF ~ONTAN~: 10 186, its trustees. or agents and e11ployees acting 

5ectiot• Administrator defined. As u~ed in [this 11 thereunder; 

act]• th-t. t.enr. •administrator• Eeans any p.-rson. 12 (7) a trust exempt fro• taxation under section 50l(a) 

L) cor-por.::Jtion~ partr.er-shipt or association who collect~ 13 of the Internal Revenue Code• its trustees. or employees 

~ {t Chd,.]es r-r ?t""emiums from residents of this stat{' in 14 acting thereunder; 

15 connection woth life or health insurance coverage or 15 (8) a custodian acting pursuant to a custodian account 

lb ~~nuitiPs or wt.c adjusts or settl~s claims on sue:· csv~r3~~ 16 which ~eets the rPquirPments of s~ction 40l(f] of the 

17 but dues not include: 17 Internal Revenue Code or its agents and e~ployePs; 

18 (1) an employer on behalf of it~ P~ploy~e~ or on 18 (9) a banke credit union., or other financial 

l'f behJlf of th~ employees of one or more subsidinry or 19 institution vhich is subject to supervision or examination 

zo affiliated corporations of such e~~loyer; 20 oy federal or state banking authorities; 

21 (2) a union on behulf of itc m~mbers; 21 (101 a credit card issuing company which advances for 

2-, (3) an insurance comp~ny which is either lirPns~J in ll and collects premiums or charges from its credit card 

2J t ~- i ::. s L] t :- 0 t ,-;.:.. t ii n; us .::. ;-:, in;., l< I "L r ;.; ; ...__.; r \' :::.. i-' ::_ c:.. t ~ ,]; v--, 1 ~ - I 23 holj~r~ \.lhO h~VC' 2'!J'~~ 1 "::rii.!''"".-:i ~'!- t0 r'0 ~':~-; r,-ov!(iP.rl Sl!,~h 

Z4 ~dwfully ;ssued and oelivered by it in and pursuant to the 24 company does not adjust or settle claims; or 

25 l2ws of d state in wh~ch the insurer wa5 authorized to do .Jn 25 1111 a wt1o adJUStS settles clni~s in 

~; (~ 
i 

the person or 
;""•-- ~ 

~ -( 
~-._; ",.;>' 
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nor•al course of his practice or e•pJoy.ent as an ~ttorn~y 

at law and who doe~ not collect charges or pr~~iu•s in 

connection with 1 ife c;r P"><'>lth in~ur?!nre rovE-r"']" 

annuities. 

or 

Section z. Written ~greement required. (1) No pPrson 

•ay act as an ad•inistrator without a written agree•ent 

between the person and the insurer. The written ~gree~ent 

shall be retained as part of the official records of both 

~he aO.inistrator and the insurer for the duration of the 

ag~ee.ent and for 5 years thereafter. The written agreement 

shall contain provisions which Include the require.ents of 

{sec~ions 4 through 10] insofar as these require.ants relate 

to the functions perfor•ed by the administrator. 

(2t The agree.ent shall contain a provision with 

respect to the underwriting or other standards pertaining to 

the business underwritten by such insurer. 

(3) Whenever a policy Is issued to a trustee. a copy 

of the trust agree•ent and any a•end•ents thereto shall b~ 

furnished to the insurer by the ad•inistrator and shall be 

retained as part of the official records of both the 

adeinistrator and the insurer for the duration of the policy 

and for 5 years thereafter. 

Section 3. Maintenance of infor•ation. For the 

duration of the agreement required by [section 2] and for 5 

years thereafter• each administrator shall M3intain at its 
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principal administrative office adequ~te ~ook~ ~nd r0c~r~~ 

of all transactions between the administrator, insurers, and 

insured p,pr~~;,on~. These books and recoros shall b~ 

Maintained in accordance with prudent standards of insurance 

recordkeeping. The co•~ission~r of insurance shall h~ve 

access to these books and records for ~xa~inationo audit, or 

inspection. Any trade secrets contained in ~he books dnd 

records, including but not li~ited to the identity ~nd 

addresses of policyholders and certificate holders. shall be 

confidential, except that the com~issioner may uS€ such 

infor•ation in any proceedings instituted against th<> 

administrator. 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 persons. subject to any 

restrictions in the written agreement between the insurer 

and the ad•inistrator. 

Section 4• Approval of advertising. An administrator 

may use only such advertisin~ pertaining to the business 

underwritten by an insurer as is approved by the insurer in 

advance of its use. 

Section s. Collection of charges and premiums. (1) All 

insurance charges or premiu~s collected by an administrator 

on behalf of or for an insurer or insurers and r~turn 

premiums received from such insurer or insurers are he1d by 

-4-
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the administrc~0r in a fiduciary capacity. These funds 

sh0ll be imm~diately remitted to the person or p~rsons 

entitled thereto or shall be deposited promptly in a 

fiduciary banK account establishPd and maintained by th@ 

i!dHiinistrator. If deposited cha~qes or p~.Pmium-s w~re 

co1lect~d on behalf of or for more th3n on~ insurer• th~ 

u~ministr~~~~ ~hall ;equire the bilnk in which th0 fiduci~~y 

dCCOUi 1"!. ;~ waintdined to ~eep records c~early recording th~ 

dtposiit~ ~n a·~~.J ~ithdr-awals f.ro~ -such accovnt on betia!f of 

or rur· ~dt~h i ,,rer. Th<~ ad.:~il.~stra.tor she-~1 proe1ptly obt~ir 

~nJ k~~~ csp~~~ of d11 tt1ese rec~rds and, upon re~ucst of ar 

i: nsu r l.! r ... ~: ;-ld t 1 fur~ish the ln~urer wfth copies of the 

records ~~rtainin~ to dc;asit~ and wttn~rawals on behalf of 

r-Jr fur i::ne insur21""• 

! 2) Th<e ad01inistrator shall not pay any cia;"' b;t 

witt-,~~rawa1~-. from th~ fiduciary acconnto Wit~rir<Jwal-:., fro:i: th-~ 

tiU1.JCiart dCC.ou:nt shal~ be m.ad? 9 as ;.::rovtderl in th,, ioH-i;ttPn 

a~r~etnent betweEn t~e administrator and the ~nsurer~ fey: 

(a) remittance to an insurer entitl~d the~etu; 

(bi deposit in an account sai~1tained in the na~e of 

such insurf_r; 

{c) transfPr to and depcsit in a clai~~ pay in') 

acctJ~~:~t~ w~t~ cl~i~: t~ be;~:~~~ pr~yi~ed ~~ [s~rti~~ 7]• 

(d) payment to a qroup policyholder for remittance to 

the insurP-r ~ntitled thereto; 

-5-
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1 (e) pay•ent to the ad•inistrator of its co••issionw 

2 fees, or charges; or 

3 (f) remittance of return premiu•s to the person or 

4 persons entitled thereto. 

5 Section 6. Treat•ent of payments. Hhenev<r an in~urer 

6 utilizes the services of an administrator under the teres of 

7 a written contract as required in (section ~]• tho> payment 

8 to the administrator of any preciums or charges for 

9 insurance by or on behalf of the insured is considered to be 

10 received by the insurer an~ the pzy~ent of return premiums 

11 or clai~s by the insurer to the adeinistrator is not 

12 considered payJDent to the insured or claimant until ~he 

13 payments are received by the insured or claimant. This 

14 section does not limit any ri<jht of the in!.urer against the 

15 adilli n I strator result i n(j f•-orn the administrator • s failure to 

16 ~ak~ payments to the in~urer. instJr~ds~ or c1ai~~nt~~ 

17 Section 7. Payment of claims. All clai~s paid by th~ 

18 ad~inistrator from funds collected on beh3lf of the insurer 

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

zo insurer. 

21 Section e. Oe11very of docuf!Tent: s. An~' policies., 

Z2 certificates. booklets. termination notices, or other 

?3 w..--ittPn cofl"!..,,,nio\-:•f inns d~l iv~rerl hy the i n~urer to t 'h-:_· 

lit ddministrator for delivery to ~ts policy~olders shall be 

25 del ivere~ by the administr~tor pro~ptly dfter recPipt of 

--- "".:<. 
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inst~uctions froa the insurer to do so. 

Section 9. ClaiM adjustr.ent and s<>ttle-nt. With 

r-esp-2ct to .JilY polici~~ ~here an administrator ~~justs or 

settles claims, the compensation to the adainistrator with 

regard to the policies shall in no way be contingent on 

clala experience. This section does not prevent the 

coapensation of an administrator from being based on 

pre•luas or cha~ges collected or numbe~ of clal•s paid o~ 

p•·ocessed. 

Section 10. Bonding requireaents. Every adelnistrator 

sha11 be bonded. The aaount of the bond shall be not less 

than 10~ of the a.aunt of total funds handled and not less 

than st,ooo, but need not be eore than $500o000 unless a 

la~ger a.aunt has been agreed to between the insurer and the 

adainistrator. For fixing the a.aunt of the hondo the aaount 

of funds handled shall be detereined by the total fund~ 

handled by the adeinlstrator du~ing the preceding ye~r oro 

if no funds were handled during the preceding year, the 

a~ount of funds reasonably estieated to be handled during 

the cu~rent calendar year by the adeinistrator. The bond 

shall provide protection to the Insurer or Insurers against 

loss by reason of acts of fraud or dishonesty ~nd eay 

include individual bonds or schedule or blanket foro•s of 

bonds. Only one bond shall be requl red of the ad~t~inistr..Jtor 

for all insureds which utilize the services of the 
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adeinistratoro unless provided otherwise in th~ writ~~r 

aqreement between the insurer and the ad~inistrator. 

S~ction llo Insured persons to b<> notified of 

availability of ad•inistrator. Whenever the services of an 

adeinistrator are utilized, the administr~tor shall provide 

a written notice, approved Dy the insurer, to insured 

individuals• advising 

relationship between the 

thea; of the 

adWiinistratoro 

identity of ~nd 

the policyholder, 

and the insurer. Whenever an adeinistrator collects funds, 

the adainistrator shall identify and state, separately in 

writingo to the person paying to the administrator any 

charge or pre•iu• for insurance coverage the amount of such 

charge or premium specified by the insurer for the insurance 

coverage. 

Section lZo Certificate of registration. (1) Except as 

provided in [section 13], no person may act as or hold 

hi•sPlf out to be an administrator in this state unless h• 

holds a certificate of registration as an administrator. 

(2') An application for a certificate of registr1tion 

~ust be acco•panied by a fee of $100. The commissioner of 

insurance shall issue the certificate unless he finds that 

the applicant is not competent. trustworthy. financially 

responsible, 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 years. 

-8-
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1 ( 3) The certificate of registration is renewable 

2 annually on the date of issue. A request for renewal Must be 

3 accompanied by a renewal fee of llOO. 

4 (4) The certificate of registration •ay be suspended 

5 or revoked if• after notice and hearing. the co.missioner 

6 finds that the administrator has violated any of the 

1 requirem~nts of [sections 2 through 11) or that the 

B administrator is not coMpetent• trustworthy• financially 

9 responsible. or of good personal and business reputation. 

10 (5) Unless the certification require•ent is waived. 

ll any administrator who acts as such without the certificate 

ll of registration is subject to a fine of not less than s~oo 

13 or more than Sl.500. 

lit Sect ;on 13. Waiver of certification requireMents. Th~ 

15 commissioner of insurance •ay waive the requirements of 

16 [section 12] for any person or class of persons. Th~ f2ctors 

17 taken into account in granting such waiver shall include but 

lB are not limited to: 

19 (1) whether the person acting as an administrator is 

20 primarily in a business other than that of administrator; 

1.1 (~} whether the financial strength and history of the 

22 organization indicates stability in its continuity of doing 

23 businc~s; 

24 (3) whether the regular duties beinq perforMed as an 

25 administrator are such that the covered persons .Jre not 

-9-
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likely to be injured by a waiver of such requiregents. 
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A BILL FOR AN ACT ENTITLED: •AN ACT TO PROVIDE F~R THE 

~EGULATlON AND REGISTRATION OF PERSONS WHO COLlECT CHARGES 

OR PREMIUMS OR ADJUST OR SETTLE CLAIMS ON LIFE OR HEAlTH 

INSURANCE POLICIES OR ANNUITIES OF RESIDENTS OF MONTANA.• 

BE IT ENACTED BY THE lEGISLATURE OF THE STATE OF HOHTANA: 

Section 1• Adllinistrator defined. As used in [this 

act], the ter11 •ad•inlstrator• -ans any person• 

corporation. partnership• or association who collects 

charges or premiu11s fro11 residents of this state in 

connection with life or health Insurance coverage or 

annuities or who adjusts or settles clai11s on such coverage 

but does not include: 

(1) an e11ployer on behalf of its e11ployees or on 

behalf of the e11ployees of one or .are subsidiary or 

affiliated corporations of such e~ployer; 

(2) a union on behalf of its me~ber~; 

(3) an insurance co11pany 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 

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 life or health agent who is licensed In this 

state and whose activities are lialted exclusively to the 

sale of insurance; 

(5) a creditor on behalf of Its debtors with respect 

to insur3nce covering a debt between the creditor and its 

debtors; 

(6) a trust established In conforaity with 29 u.s.c. 
186• its trustees, or agents and e•ployees acting 

thereunder; 

ClJ a trust exe~t fr011 taxation under section S01{a) 

of the Intern~l Revenue Code• Its trustees. or e~loyees 

acting thereunder; 

CB) a custodian acting pursuant to a custodian account 

which ~eets the requireeents of section 401(f) of the 

Internal Revenue tode or its agents and employees; 

(9) a bank• credit union• or other financial 

institution which is subject to supervision or exaaination 

by federal or state banking authorities; 

(10) a credit card issuing coapany which advances for 

and collects premiums or charges from its credit card 

hold~rs who have authorized it to do so, provided such 

company does not adjust or settle claims; or 

(lil a person who adjusts or settles claims in the 
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noreal course of his practice or e8ployeent as an attorney 

at law and who does not collect charqes or premiu~s in 

connection with 1 i fe or health insurance caver?1<' 

annuities. 

or 

Section z. Written agreeeant required. (1) No person 

eay act as an adeinistrator without a written agree•ent 

between the person and the insurer. The written aqree~ent 

shall be retained as part of the official records of both 

the aO.inistrator and the Insurer for th~ duration of the 

ag,·eeeent and for 5 years thereafter. The written agree-nt 

shall contain provisions which Include the require11ents of 

(sections ,. through 10] Insofar as these require•ents relate 

to the functions perforeed by the adelnlstrator. 

(2) The agree.ent shall contain a provision with 

respect to the underwriting or other standards rertainlng to 

the business underwritten by such insurer. 

(3) Whenever a policy Is issued to a trustee. a copy 

of the trust agreeeent and any aaendeents thereto shall be 

furnished to the Insurer by the adelnistrator and shall be 

retained as part of the official records of both the 

adeinistrator and the insurer for the duration of the policy 

and for S years thereafter. 

Section 3• Maintenance of infor11ation. For the 

duration of the agree•ent required by [section 2] and for 5 

years thereafter• each adeinistrator shall aalntain at its 
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principal adelnlstrative office adequate -books and records 

of all transactions between the administrator• insurers. and 

insured persons. These books and recorrls shall be 

maintained in accordance with prudent standards of insurdnce 

recordkeeping. The coe~issioner of insurance shall have 

access to these books and records for examination, audito or 

inspection. Any trade 

recordso including but 

secrets contained in the books and 

not li•ited to the identity and 

addresses of policyholders and certificate holders. shall be 

confidential, except that the commissioner may use such 

lnfor•atlon in any proceedings instituted against the 

adelnistrator. 

access to those 

sufficient to 

The insurer retains the right to continuing 

books and records of the ·administrator 

per•it the insurer to fulfill all of its 

contractual obligations to Insured persons• subject to any 

restrictions in the written agreement between the insurer 

and the adelnistrator. 

Section It• Approval of advertising. An administrator 

.ay use only such advertising pertaining to the business 

underNritten by an insurer as is approved by the insurer in 

advance of its use. 

Section 5. Collection of charges and premiums. Cl) All 

insurance charges or premiues collected by an administrator 

on behalf of or for an insurer or insurers and return 

premiu•s receive~ frow. such insurer or insurers are hP1~ by 
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the administrator in a fiduciary capacity. These funds 

shall be ~~~ediately remitted 

entitled thereto or shall be 

to the person or persons 

deposited promptly in a 

fiduciary bank account established and Maintained by the 

ad~inistrator. If deposited charges or pre•iuas were 

collected on behalf of or for aore than one insurero the 

administrator shall require the bank in ~hich the fiduciary 

account is maintained to keep records clearly recording the 

deposits in and NithdraNals fro• such account on behalf of 

or for each insurer. The ad•inistrator shall pro•ptly obtain 

and keep copies of all these records and, upon request of an 

insurero shall furnish the insurer Nith copies of the 

records pertaining to deposits and withdrawals on behalf of 

or for the insurer. 

{2) The administrator shall not pay any clai• by 

withdrawals from the fiduciary account• Withdrawals fro• the 

fiduciary account shall be madeo a~ provided in the written 

agreement between the ad•inistrator and the insurer. for: 

(a) re•ittance to an insurer entitled thereto; 

(b) deposit in an account salntained in the name of 

such insurer; 

{c) transfer to and deposit in a clai•s paying 

accounto with claims to be paid as provided in [section 7); 

(d) payment to a group policyholder for re•ittance to 

the insurer entitled thereto; 
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(e) pay•ent to the ad•inistrator o~ its co•mission, 

fees, or charqes; or 

(f) reeittance of return preeiu•s to the person or 

persons entitled thereto. 

Section 6. Treateent of payeents. Whenever an insurer 

utilizes the services of an ad•inistrator under the teres of 

a written contract as required in [section !]o the payeent 

to the adeinistrator of any pre•iu•s or charges for 

Insurance by or on behalf of the Insured Is considered to be 

received by the insurer and the payeent of return pre•iu•s 

or clales by the insurer to the ad•inistrator is not 

considered pay•ent to the Insured or claiaant until the 

payeents are received by the insured or claieant• This 

section does not lieit any right of the insurer against the 

ad•inistrator resulting fro• the adeinistrator•s failure to 

•ake payeents to the Insurer, Insureds, or claieants. 

Section 7. Payeent of clai•s• All clai•s paid by the 

ad•lnistrator fro• funds collected on behalf of the insurer 

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

insur{"r. 

Section a. Delivery 

certificates. bookletso 

written communications 

of docu.,ents. Any policies, 

tersination noticeso or other 

delivered by the Insurer to the 

ad~ini~trator for delivery to its policyholders shall be 

delivered by the administrator promptly after recPipt of 

-6- s \::> ~3 
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instructions fr~ the insurer to do so. 

Section 9. Clal• adjustment and settl e~~ent. With 

respect to any policies where an adw.inistrator adjusts or 

settles clai•s• the co•pensation to the administrator with 

regard to the policies shall in no way be c-tingent on 

clai• experience. This section does nat 

co•pensation of an ad•inistrator frOM 

pr-lu•s or charges collected or nUIIber of 

p~ocessed. 

prevent 

being based 

clal- paid 

the 

on 

or 

Section 10• Bonding requirements. Every adelnlstrator 

shall be bonded. The -nt of the bond shall be not less 

ta.- 101 of the -nt of total funds handled and not less 

than S1,ooo, but need not be •ore than s5oo,ooo unless a 

larger amount has been aqr-d to between the Insurer and the 

ltdllinistrator. For fixing the a80Unt: of the bond, the a110unt 

of funds handled shall be detereined by the tot~l fu~s 

handled by the administrator during the preceding year or• 

if no funds -re handled during the preceding year, the 

aaount of funds reasonably esti.ated to be handled during 

the current calendar year by the ad•lnistrator. The bond 

shall prOYide protection to the Insurer or insurers against 

loss by reason of acts of fraud or dishonesty and •ay 

include individual bonds or schedule or blanket for•s of 

bonds. Only one bond shall be required of the admini9trator 

for all insureds which utilize the services of the 
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administrator, unless provided otherwise In the written 

aqreement between the insurer and the ad•inistrator. 

Section 11• Insured persons to be notified of 

availability of adainlstrator. Whenever the services of an 

administrator are utilized, the administrator shall provide 

a written notice, approved by the insurer, to insured 

individuals. advising them of the identity of and 

relationship bet~aen the ad•inistrator, the policyholder, 

and the insurer. Whenever an administrator collects funds• 

the ad•inistrator shall identify and state, separately in 

writing• to the person paying to the ad•inistrator any 

charge or pr .. iu• ~or Insurance coverage the aeount of such 

charge or preeiu• specified by the insurer for the insurance 

coverage. 

Section 1Z· Certificate of registration. (11 Except as 

provided in (section 13)• no person may act as or hold 

hi•se1f out to be an ad•inistrator in this state unless hr 

holds a certificate of registration as an administrator. 

(Z) An application for a certificate of registration 

aust be acco•panied by a fee of 1100. The co•missioner of 

insurance shall issue the certificate unless he finds that 

the applicant is not competent• trustworthy. financially 

responsible, 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 years. 
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1 (3) The certificate of registration is renewable 

2 annually on the date of issue. A request for renewal .ust be 

3 accompanied by a renewal fee of SlOO. 

4 (~) The certificate of registration •ay be suspended 

5 or revoked if, after notice and hearing, the co .. lssioner 

6 finds that the ad•inistrator has violated any of the 

7 requirem.,nts of [sections Z through 11] or that the 

a administrator is not ca.petento trustworthy• financially 

7 responsible, or of good personal and business reputation. 

10 (5) Unless the certification require~nt is waived. 

11 any administrator who acts as such without the certificate 

1Z of registration is subject to a fine of not less than S500 

13 or more than st.soo. 

14 Section 13· Waiver of certification require•ents. The 

15 co~~miss·loner of insurance •ay waive the requlre-nts of 

16 [section 12) for any person or class of persons. The factors 

17 taken into account in granting such waiver shall include but 

16 are not li•ited to: 

19 (1} whether the person acting as an administrator is 

20 primarily in a business other than that of administrator; 

21 (2) whether the financial strength and history of the 

22 organization indicates stability in its continuity of doing 

23 business; 

24 {3) whether the regular duties being perfor•ed as an 

25 administrator are such that the covered persons ar~ not 
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likely to be injured by a waiver of such require .. nts. 

-End-
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SENATE BILL NO. 83 

INTRODUCED BY OOVER 9 BlAYLOCK 

BY RE~UEST OF THE STATE COMMISSIONER uf INSURANCE 

A BILL FOR AN ACT ENTITLE~: •AN ACT TO PROVIDE FOR THE 

REGULATION ANu REGISTRATION OF PERSONS WHO COLLECT CHARGES 

OR PREMIUMS OR AOJUST OR SETTlE ClAIMS ON liFE OR HEAlTH 

INSURANCE POLICIES OR ANNUITIES OF RESIDENTS OF MONTANA.• 

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

Section 1. Administrator defined. As used in [this 

act 1• the term •ad•inistrator• -ans any person. 

corporation. partnership, or association who collects 

charges or preaiu•s from residents of this state in 

connection with life or health insurance covera9e or 

annuities or who adjusts or settles clai•s on such coverage 

but does not include: 

(11 an employer on behalf of its e•ployees or on 

behalf of the employees of one or •ore subsidiary or 

affiliated corporations of such e•ployer; 

{2) a union on behalf of its aembers; 

(31 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 

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-lOJ; 

(4} a 1 ife or health agent who is licensed in this 

state and whose activities are limited exclusively to the 

sale of insurance; 

{51 a creditor on behalf of its debtors with respect 

to insurance covering a debt between the creditor and its 

debtors; 

fbi a trust established in conforMity with 29 u.s.c. 
l8b, its trustees • or agents and e•ployees acting 

thereunder; 

171 a trust exeMpt fro• taxation under section 50l(a) 

of the Internal Re~enue Codeo 

acting thereunder; 

its trustees. or employees 

{8) a custodian acting pursuant to a custodian account 

which seets the requirements of section 401{f) of the 

Internal Revenue Code or its agents and e•ployees; 

{9) a bank, credit union. or other financial 

institution which is subject to supervision or examination 

by federal or state banking authorities; 

{10} a credit card issuing co•pany which advances for 

and collects premiums or charges from its credit card 

holders who have authorized it to do so, provided such 

company does not ~djust or settle claims; or 

(111 d oerson who adjusts or settles claims in the 
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normal course of his practice or e•plo~aent as an attorney 

at law and who does not collect charges or pre~iuas in 

connection with life or health insurance coverage or 

annuities • 

Section 2. Written aqree-.nt required• (1~ No person 

•a~ act as an a~inistrator without a writtP-n agreeaent 

between the person and the insurer. The written agreeaent 

shall be retained as part of the official records of both 

the ad•inistrator and the insurer for the duration of the 

agree•ent and for S years thereafter• The written agreeaent 

shall contain provisions which !~elude the requireeents of 

(sections It through 10) insofar as these require.ants relate 

to the functions perfor .. d by the adelnistratoro 

{Zt The agreeaent shall contaon a provision with 

respect to the underwriting or other standards pertaining to 

the business underwritten b~ such insurer. 

(3t Whenever a policy is issued to a trustee, a copy 

of the trust agreeeent and any aeendeents thereto shall be 

furnished to the insurer by the adelnistrator 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 S years thereafter. 

Section 3. ~aintenance of a n t or "'at i on • For thP. 

duration of the agreement required by [section l} and for s 

years thereafter. each adeinistrator shall eaintain at its 
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principal adainistrative office adequate books and records 

of all transactions between the adeinistrator• insurers. and 

insured persons. These books and records shall be 

.aintained in accordance with prudent standards of onsurance 

recordkeepingo The co .. issioner of insurance shalt have 

ac,ess to these books and records for exa•ination. audit, or 

inspection. Any trade secrets contained in the books and 

recordso Including but not lieited to the identity and 

addresses of policyholders and certificate holders, shall be 

'onfidentialo except that the co••issioner •ay use such 

inforaation in any proceedings instituted against the 

ad•inistrator. 

access to those 

suffi,ient to 

The insurer retains the right to continuing 

books and records of the adeinistrator 

pereit the insurer to fulfill all of its 

contractual obligations to insured persons, subject to any 

restrictions in the written agree•ent between the insurer 

and the adeinistrator. 

Section ito Approval of advertising. An ad•inistrator 

eay 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 preeiuas. (l) A11 

insurance charges or preeiues collected by an ad•inistrator 

on behalf of or for an insurer or insurers and return 

pre•iues rece>wed froe such insurer or insurers are held by 
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the administrator in a fiduciary capacitY• These funds 

shall be immediately remitted to the person or persons 

entitled thereto or shall be deposited promptly in a 

fiduciary bank account established ~nd maintained by the 

administrator. lf deposited charges or premiums were 

collected on behalf of or for •ore than one insurer. 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 insurer. The administrator shall promptly obtain 

and keep copies of all these records ando upon request of an 

insurer. shall furnish the insurer with copies of the 

records ~ertaining to deposits and withdrawals on behalf of 

or for the insurer. 

(Z) The administrator shall not pay any claim by 

withdrawals fro• the fiduciary account. Withdrawals from the 

fiduciary account shall be made, as provided in the written 

a"reement between the administrator and the insurer. for: 

(a) 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 

account, with claims to be paid as provided in [section 7); 

(d) payment to a group policyholder for remittance to 

the insurer entitled thereto; 

-5- S8 83 

" • 

2 

3 

4 

<; 

6 

7 

8 

9 

10 

11 

12 

ll 

14 

lS 

16 

17 

18 

19 

zo 

21 

22 

23 

2<t 

25 

.. • y • ,. 
" "' • y 

" ... 

Sll 0083/02 

(e) payment to the administrator of its commission, 

fees. or charges; or 

(f) re•ittance of return premiums to the person or 

persons entitled thereto. 

Section 6. Treat•ent of payments. Whenever an insurer 

utilizes the services of an administrator under the ter•s of 

a written contract as required in {section Z]• the pay•ent 

to the ad•inistrator 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 clai•s by the insurer to the adMinistrator is not 

considered pay•ent to the insured or ctai•ant until the 

pay•ents are received by the insured or claimant. This 

section does not li•it any right of the insurer against the 

ad•inistrator resulting from the ad•inistrator•s failure to 

aake payments to the insurer, insureds• or clai•ants. 

Section 1. Payment of clai•S· ~11 claims paid by the 

ad•inistrator fro• funds collected on behalf of the insurer 

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

insurer. 

Section 8o Delivery 

certificates. booklets. 

of documents. Any 

termination notices, 

policies. 

or other 

written com.unications delivered by the insurer to the 

administrator for delivery to its policyholders shall be 

delivered by the ad•inistrator promptly ~fter receipt of 
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ins~ruc~ions fro• ~he insurer to do so. 

Sect ion 9. tlai• adjus~ment and settle.en~. With 

respect to any policies where an adeinis~rator adjusts or 

setttes clai•s• the co•pensation to the adminis~rator wi~h 

regard to the policies shall in no way be contingent on 

ctai• experience. This section does not prevent the 

coepensation of an adMinistrator fro• being based on 

preeiues or charges collected or nu~er of ctai•s paid or 

processed. 

Section to. Bonding require•ents. Every ad•inistrator 

shall be bonded. The a•ount of the'bond shall be not less 

than 10~ of the a.aun~ of total funds handled and not less 

than i1oOOOo but need not be •ore than ~~oo,ooo unless a 

larger a.ount nas been agreed to between the insurer and the 

adeinis~rator. For fixing the amount of the bond, the a.ount 

of funds handled shall be detereined by the total funds 

handled by the adeinistrator during the preceding yedr oro 

if no funds were handled during the preceding year, the 

a-aunt of funds reasonably esti•ated to be handled during 

the current calendar year by the ad•inistrator. The bond 

shall provide protection to the in~urer or insurers against 

loss by reason of acts of fraud or dishonesty and •ay 

include individual bonds or schedule or blanket for~s of 

bonds. Only one bond shall be required of the adMinistrator 

for all insureds which utilize the services of the 
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administrator• unless provided otherwise in the written 

aqree•ent between the insurer and the ad•inistrator. 

S~ctlon 11. Insured persons to be notified of 

availability of administrator. Whenever the services of an 

ad•inistrator are u~i1izedo the ad•inistrator shall provide 

a written notice, approved by ~he insurer, to insured 

individuals, advising th~ of the identity of and 

relationship between the ad•inistrator• the policyholder, 

and the insurer. Whenever an ad•inistrator collects funds• 

the ad•inistrator shall identify and stateo separately in 

wri~ing, ~o the person paying to the administrator any 

charge or pre•iu• for insurance coverage the a.ount of such 

char~e or pre•lu• specified by the insurer for the insurance 

coverage. 

Sec~ion 12. Certificate of registration. (11 Except as 

provided in [section 13)• no person •ay act as or hold 

hi•self out to be an ad•inistrator in this state unless he 

holds a certificate of registration as an administrator. 

(21 An application for a certificate of registration 

must be acco•panied by a fee of 5100. The commissioner of 

insurance shall issue the certificate unless he finds that 

the applicant is not co•petento ~rustworthyo financially 

responsible, 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 years. 
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131 The certificate of registration is rene~able 

2 annually on the date of issue. A request for rene~al •ust be 

3 accompanied by a rene~al fee of SlOO. 

4 (4) The certificate of registration •ay be suspended 

5 or revoked if, after notice and hearing. the co .. issioner 

b finds that the adMinistrator has violated any of the 

7 requirements of [sections 2 through 11) or that the 

B administrator is not co•petentt trust~orthyt financially 

q responsible. or of good personal and business reputation. 

10 (5) Unless the certification requirement is ~aived, 

11 any administrator ~ho acts as such ~ithout the certificate 

lZ of registration is subject to a fine of not less than S500 

13 or more than Slt500. 

h Section 13. Waiver of certification require.ents. The 

15 commissioner of insurance •ay ~aive the require.ents of 

lb (section 12] for any person or class of persons. The factors 

17 taken into account in granting such ~aiver shall include but 

18 are not limited to: 

lq {11 whether the person acting as an administrator is 

20 primarily in a business other than that of administrator; 

21 (2) whether the financial strength and history of the 

22 organization indicates stability in its continuity of doing 

23 business; 

24 {31 whether the regular duties being performed as an 

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

-End-
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