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SENATE BILL NO. 209 

INTRODUCED BY S. BROWN, THOMAS, MEHRENS, HAZELBAKER, 
ROSKIE, TURNAGE, FASBENDER, RYAN, HAGER 

January 23, 1979 

February 10, 1979 

February 13, 1979 
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February 16, 1979 

February 17, 1979 

March 2, 1979 

March 3, 1979 

March 5, 1979 

March 7, 1979 

IN THE SENATE 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill do 
pass as amended. Report adopted. 

Printed and placed on 
members' desks. 

Second reading, do pass 
as amended. 

Correctly engrossed. 

Third reading, passed. 
Transmitted to second house. 

Introduced and referred 
to Committee on Business and 
Industry. 

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

Motion pass consideration. 

Second reading, concurred in 
as amended. 

Third reading, concurred in 
as amended. 



March 8, 1979 

March 9, 1979 

March 10, 1979 

IN THE SENATE 

Returned from second house. 
Concurred in as amended. 

Second reading, amendments 
adopted. 

Third reading, amendments 
adopted. Sent to enrolling. 

Reported correctly enrolled. 
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33-ZQ-109o HCAo RELATING TO LIFE INSURANCE POLICY LOANS TO 

PROVIDE FOR A KAXIHUH RATE OF INTEREST OF 8% A YEAR ON SUCH 

LOANS UNDER CERTAIN CONDITIONS.• 

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

Section 1. Section 33-Z0-109o KCAo is a•ended to read: 

•33-20-109. Policy loan. (1) There shall be a 

p~ovision that after ~ftpee 3 full years' pre•iu•s have been 

paid and after the policy has a cash surrender value and 

while no premium is in default beyond the grace period for 

paymento the insurer will advance, on proper assign.ent or 

pledge of the policy and on the sole security thereof, at a 

specified rate of interest not exceeding 6~ ~e~-e~ ~ 

~· an amount equal to oro at the option of the party 

entitled thereto, less than the loan value of the policy. 

· · tho !zg a rate of int~t jn exceu The commrssroner aqy au r 

of 0;, but nat jo excess of 8% a year• for~licjes Issued 

00 or after July 1 1 1979, jf the jnsurer provides adeQuate 

assurances that the holders of such polkif:Lw.lll ... l2.!mllil 

through hiwher djyjdeods or lower prgsjums. or both. The 

25 loan value of the policy shall be at least equal to the cash 
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surrender value at the end of the then current policy year, 

provided that the Insurer •ay deduct. either fro• such loan 

value or fro. the proceeds of the loan, any existing 

indebtedness not already deducted In deter•ining such cash 

surrender value Including any interest then accrued but not 

due. any unpaid balance of the preaiue for the current 

policy year. and in~erest on the loan to the end of the 

current policy year. The policy eay also provide that If 

interest on any Indebtedness is not paid when due It shall 

then be added to th. existing indebtedness and shall bear 

interest at the sa~ rateo and that if and when the total 

indebtedness on the policy, Including interest due or 

accrued, equals or exceeds the aeount of the loan value 

thereof, then the policy shall terainate and becoae void. 

The policy shall reserve to the Insurer the right to defer 

the granting of a loan, other than for the payaent of any 

premium to tne in~urero for b aonths after applic~tlon 

ther0for. The policy, at the insurer's option, aay provide 

for autoaatic premiu• loan, subject to an election of the 

party entitled to elect. 

(21 This section shall not apply to ter• policies or 

to tnr• insurance benefits provided by rider or supplemental 

policy provisions or to industrial lif~ insurance policies.• 

-End-
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Approved by Committee 
on Buainesa and Industry 

SENATE BILL NO. 209 

lNT~UOUCEO BY So BROWN, THOMAS, ~EHPENS, HAZELBAKER• 

ROSKI~, TUR~AGEt FASBENDER, RYANt HAGER 

A BILL fO~ AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

B-20-10~, f\CAt RELATING TO LIFE INSURANCE POLICY LOANS TO 

pqJVIDE fOR A ~AXIHUM RATe OF INTEREST Of Bt A Y~AR ON SUCH 

LGA~S U~OER CERTAIN CONOlTlONSo• 

BE IT ~~ACTED BY THE LEGISLATURE Of THE STATE Of MONTANA: 

Section 1. Sec~ion 13-20-109, ~CA, is a.ended to read: 

"33-20-109. Policy loan. { 11 There shall be a 

provtsion that after ~hree l full years• preciuMs have been 

p~•~ and after the policy has a cash surrender valu~ and 

•hile ~D pre~iu~ is in 1efault beyond the grace period for 

;>ayr,,nto the insurer wi 11 advance. on proper assign..,ent or 

pledge of ~he policy and on the sole security thereof. at a 

soec•fied rate of interest not exceeding 6~ per-&""a• a 

~~· an amount equal to or. at the option of the party 

entit1ed thereto. less than the loan value of tne policy. 

Ihst....UlU.l.~!oLU!iU.-!lJl~tlllltiZe a rate oL.i.Ilt.ell!lL.in_t:.ILU.ll 

,U:_Ql.L__llll.t_pQ:L•n ea;cess ~Lll-.L.x~ .LWi ]oH If PAYAa.I.J, 

A!l ~'.l!ll:Ll!i-Al1Y~ 1 • for pg 1 i c i e s i ~Qll__gL__,;fU,r llldx 

u::..::l~i~ J!lliU~L-l..L-.U~il~i.!l.!ll.lu..r.._wUl.!i.ilieL<Ulii:.~~ 

il!l!ol.ILg!li.!!Lt~.ilLi.b~-tHllJlULQf_~-!Ull.is.iii:.L_ltJ..ll __ :O.~fl.t 
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J.h~Wib....Jligbti_--IJ~e.od" or I ower prewl uwu gr_b~ The 

2 loan value of the policy shall be a~ least equal to the cash 

) ~urrender value at the end of the then current policy year, 

4 ~rovided that tha insurer ~ay deduct. eitner fro• such loan 

~ value or froe the proceeds of the loan, any e•isting 

0 indeotedness not already deducted in det~raininq such cash 

1 surrenoer value oncludiny any interPSt then accrueo but not 

8 due. any unp~id balance of the rreeiu~ for ~he current 

<I pol icy year, and interest on the loan to thP end of the 

LD current policy year ~_ltif PQLICY~¥tl~!_~IEH NOT1£E 

H l.il __ li:IL.cwL&U- ~t.f.LL.lQ.... 0 Ef [ B P U~ E !U....JLll:llf! E Sl UN IJ L ll 

12 ti!i-~~~· The policy aay also provide that if interest on 

u any indebtedness is not paid when due it shall then be added 

lC, to the exist1n~ indebtedness and shall bear interest at the 

l"> sa""' rateo and that if <~nd when the total in<lebted.,ess oo 

l.b th" policy, •ncludin<J interest due or accrued• equals or 

l1 exceeds the a-aunt of the loan v~1ue thereof, then the 

l~ ~ol icy shall tereinate and become voio. The pol icy shall 

19 re~erve to the insurer the right to defer the granting of a 

20 1 oano ott,er than for the payMent of an• i)reri uc to the 

n 1nsurer, for b •onths after 3pr1 tcat•on tnerefor. The 

22 ;:·oli-<..Y• at the insur.::-r•s opt•ont '!l.dY crovi~e for dutomatJC 

23 _:Jr ~~~ni u• 1 oan-. >ubject to an election of the ~arty entitled 

24 t') elect. 

;.< (Ll Th.os section shall l"''Ot "!:1~ly t0 te-rm pt:"li-cies or 

-2- }!l 20<1 
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SENATE BILL NO. 209 

INTRODUCED BY S. BROWN, THOMASt MEHRENSt HAZELBAKERt 

ROSKIEt TURNAGEt FASBENDER, RYANt HAGER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

33-2D-109t MCAt RELATING TO LIFE INSURANCE POLICY LOANS TO 

PROVIDE FOR A MAXIMUM RATE OF INTEREST OF 8~ A YEAR ON SUCH 

LOANS UNDER CERTAIN CONDITIONS.• 

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

Section 1. Section 33-2D-l09t MCAt is aeended to read: 

•33-20-109. Pol icy loan. (1) There shall be a 

provision that after t~ee l full years• preaiuas have been 

paid and after the policy has a cash surrender value and 

while no pre•ium is in default beyond the grace period for 

pay•ent, the insurer will advance. on proper asslg~nt or 

pledge of the policy and on the sole security thereof, at a 

specified rate of interest not exceedinq 6t per-enna. a 

~· an aeount equal to ort at the option of the party 

entitled thereto. less than the loan value of the policy. 

lb~-~ammi~~QQ~_.ax-AY1bQLize a rate of interest in ~ 

of __ OI~ __ but not in excess of ll a year LQR_l~IE PAYABLE 

AHMUALLX IN APYANC~t poljcles issyed on or after dai¥ 

b=~H JA!iUA!L_ls 1980o if t.be insurer pcglf..UI&Ladequat.e 

D22UeAacA2=1hel=tb•~~3-of-a.ch--oottctes--wttt-~ 
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tbroaah--httb•r-~+xta-nda-or-towcr-orewtMwas-or-~ MBIITEN 

CERTIFICATION IHAl_JHf_HQLQf~ OF SucH PQLICIES HILL BENEFIT 

FULLY FBQM THE INCREASED EARNINiS Of IHf INSURES IESULIING 

f&Q! tHE USE Of AN INJERESI BATE IN EXCESS DE THE 6J PER 

ANNUft• SutH_lS_FBDM HIGHER INIEBESI INCQME TO IHE CQMPANY QN 

!OL!tY LQ&~S, HIGH£8 INVESIMEMJ YIELQ RESULTING FROB A 

lfDUti!Oti IN POLitY LQAIS BECAUSE OF IHE UIGHER POLICY LQAN 

INIERESI B&IE, 610 AtiY ADDITIONAL IN(QME To lYE tQMP&NY 

BESULIIN& FBQM THE USE QF S~H HIGHER INTEREST BITE IN AMY 

~H!~AJSQEYEB~ THESE 8fNEFIIS IQ THf PDLitrHDLDE8 SHALL 

BE REFLECTED THBQUiH THE USE Of HIGH£8 DIYIPENDS QB LQMEB 

PBEftlUMSa OR BOTH. The loan value of the policy shall be at 

l•ast equal to the cash surrender value at the end of the 

then current policy year, provided that the Insurer aay 

deduct, either fro• such loan value or fra. the proceeds of 

the loan. any exhtln9 inct.btedness not already deducted in 

deteraining such cash surrender value including any interest 

then accrued but not due, any unpaid balance of the pre•iua 

for the current policy year. and interest on the loan to the 

end of the current policy year UNLESS IHE PQLICYQMNEB DY 

lldHllfiLitQll~LlQ....l.UE INSURER f.llUi TO OfFER __f&YMENJ QF 

lHlf&Eil UNTIL _ll_U&1-itt&U£Q• The policy aay also provide 

that If interest on any indebtedness is not paid when due it 

shall then be added to the existing indebtedness and shall 

bear interest at the sa .. rate, and that If and when the 

-2- S8 209 
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SB 020'i/03 

1 total Indebtedness on the policy• including interest due or 

2 accrued• equals or exceeds the a.aunt of the loan value 

3 thereof• then the policy shall ter•lnate and becoee void• 

~ The policy shall reserve to the insurer the right to defer 

5 the grantinq of a loan. other than for the pay .. nt of any 

6 pre•lu. to the insurer• for 6 •onths after application 

7 therefor. Jhe policy• at the insurer•s option• eay provide 

8 for autoaatic pre•lue loan• subject to an election of the 

9 party entitled to elect. 

10 IZl This section shall not apply to ter• policies or 

11 to ter• insurance benefits provided by rider or supp1 ... nta1 

lZ policy prowlslons or to industrial life Insurance policies.• 

-End-

-3- sa 209 
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SENATE BILL NO. Z09 

INTRODUCED BY S. BROWN, THOMAS, MEHRENS, HAZELBAKER, 

ROSKIEt TURNAGEt FASBENDER, RYANt HAGER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

33-20-109, MCAo RELATING TO LIFE INSURANCE POLICY LOANS TO 

PROVIDE FOR A MAXIMUM RATE OF INTEREST OF 8~ A YEAR ON SUCH 

LOANS UNDER CERTAIN CONOITJONS.• 

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

Section 1. Section 33-20-109, MCAo Is aaended to reed: 

*33-ZD-109. Policy loan. ClJ There shall be a 

provision that after ~~r~ l full years• pre•iu~s h~ve been 

paid and after the policy has • cash surrender value and 

while no pre•lu• Is in default beyond the grace period foF 

payment• the insurer will advanceo on proper assigr.Aent or 

pledge of the policy and on the sole security the~eofo at a 

specified rate of interest not exceeding 6~ per-ennu• A 

~a£• an a•ount equal to oro at the option of the party 

entitled thereto, less than the loan value of the pol icy. 

rne_~ .. is$iQner mal autborize a rate~tsL~-in--e~~~ 

Qf~~-~t__oot jo •xGass of IJ a rear fQB la!'-lf_~AXABLi 

ANNUALLY IN ADYANC£»• for poJiciaa lasyed OQ qc -4LteL iuiJ 

b:=~fi JAtiUAB.X la 1980. if the jnsyrec IU1lltU1tu.-~tat.e 

assu~nc•1-thot-tbe-b0tdera=•f-aacb=-pottcies-=-ill==htnafit 
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tbrOaoh-=b+lfter-diwidwftd• or towar prewjMwsw ar -•tb MRITIEN 

CERIIFICAIION THAI THE HOLQEBS Of SUCH fOLICIES WILL 9ENEFII 

FULLY FSDM THE INC&EASEQ EARNINGS Of THE INSURES RfSULTINi 

fiOII JW USE Of AM IUQUT lATE lJt QCfU Of THE Q pQ 

AIMJ!s SUCH AS FBQ!! HIGHER JMTE.RE$1 IMC;IIII! JO JHE CMpAMJ Ql 

POLICY LQANSs HIGHER _lKYESTBENJ YIELQ BE$ULIJNG FROB I 

REQUCTIQN IN PQLICX LQANS BECAUSE Qf THf HIGHER PQLICY LQAI 

Jlllj:UU lATh Aim IIJ AOOITIIWAI JKMf IQ I• CQRMI 

8ESULT1NG FROM THE USE QF sucH HI&HEB IKJf!EST BATE IN AIJ 

MANNER MHATSQEYEB. THESE BfNEFIJS IQ IH£ PQLICYHQLDfR SHALL 

IE IEfbECTEQ IttlllYCH fjlf=tl!i£ iftMftll llf HIMJ DXVJQifi!)S Ql 

LQMfB PREBIUMS• gg BQTH. The loan value of the policy shall 

be at least equal to the cash surrender walue at the end of 

the then current policy yearo provided that the insurer .ay 

deduct. either fro• such loan value or fro. the proceeds of 

the loano any existing indebtedness not already deducted in 

deter•ining such cash surrender value inctuding any interest 

then accrued but not due, any unpaid balance of the pre•iu~ 

for the current policy year, and in~erest on the loan to the 

end of the current policy year UHLfiS THE PDLJCYQWNEB BY 

WRliifHL~f__!D THE INSURER ELECTS TO DEFER PAYeEkl Of 

INTEREST UNTil II HAS ACCSUEQ. The policy aay also provide 

that if interest on any indebtednes5 is not paid when due It 

shall then be added to the existing indebtedness and shall 

bear interest at the same rateo and that if and vhen the 

-z- sa 209 
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1 total indebtedness on the policyo including interest due or 

l accrued, equals or exceeds the a110unt of the loan value 

3 thereofo then the policy shall ter•inate and beco•e void. 

" The policy shall reserve to the Insurer the ri~ to defer 

5 the granting of • loan. other than for the payeent of any 

6 pre•iua to the Insurer, for 6 .onths after application 

7 therefor. The policy, at the insurer's option, •ay provide 

a for autoaatfc pre•lu. loan. subject to an election of the 

9 party entitled to elect. 

10 (2) This section shall not apply to tere policies or 

11 to ter• Insurance benefits provided by rider or supple .. ntal 

lZ policy pra.lsfllfts or to l~rla1 Hfe lnsur.nce policies.• 

-End-

-3- SB 209 



HOUSE OF REPRESENTATIVES 
MARCH 2, 1979 

BUSINESS & INDUSTRY COMMITTEE, AMENDMENTS TO SENATE 
BILL NUMBER 209, THIRD READING COPY, AS FOLLOWS: 

1. Page 2, line 11. 
Following: "the" 
Strike: "user-­
Insert: "granting" 

AND AS AMENDED, BE CONCURRED IN. 



• 
HOUSE OF REPRESENATIVES 
March 5, 1979 

Committee of the Whole Amendments to Senate Bill No. 209, third 
reading copy, ~s follows: 

1. Page 2, line 11. 
Following: "THROUGH" 
Strike: "THE GRANTING OF" 

AND AS AMENDED, BE CONCURRED IN~ 


