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on a basis including accrued interest;

2 INTRODUCED BY ! ‘jUCEA/f %‘

4 A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE

(b} declared and unpaid dividends on stock and shares

unless such amount has otherwise been allowed as an assetj

w
L N

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

5 ASSETe LIABILITYs RESERVE, INTERESTy DEPOSITs AND INVESTMENT s an amount not to exceed 1 year's interest thereon;
6 REQUIREMENTS  RELATING TO INSURANCE COMPANIES; AMENDING 6 (d} interest due or accrued on deposits in solvent
7 SECTIONS 33-2-501y 33-2-502y 33-2-523y 33-2-531y 33-2-532y 7T banks and trust companies and interest due or accrued on
8 33-2-611s 33-2-821, 33-2-822y 33-2-830y 33-2-832, 33-3-431s 8 other assetss if such interest is in the judgment of the
2 AND 33-20-206s MCA; AND PROVIDIKG AN IMMEDIATE EFFECTIVE 9 commissioner a collectable asset;
10 DATES" 10 {e) interest due or accrued on 3 mortgage loan in an
11 ‘ 11 amount not exceeding in any event the amounte if anys of the
12 8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:Z 12 excess of the va]ue‘of the property less delinquent taxes
13 Section l. Section 33-2-501y MCAs is 2amended to read: 13 thereon over the unpaid principale In no event shall
14 "33-2-501. Assets alloweds In any determination of the 14 interest accrued for a period in excess of 18 wmonths be
15 financial condition of an insurery there shall be allowed as 15 allowed as an assete
16 assets only such assets as are owned by the insurer and 16 (f} rent due or accrued on real property if such rent
17 which consist of: 17 is not in arrears for more than 3 months and rent more than
18 {1} cash in the possession of the insurer or in 18 3 months in arrears if the payment of such rent be
19 transit under its control and including the true balance of 19 adequately secured by property held in the name of the
20 any deposit in a solvent bank or trust company; 20 tenant and conveyed to the insurer as collateratl;
21 {2) investmentsy securitiesy propertiesy and Joans 21 (g} the upaccrued portion of taxes paid prior to the
22 acquired or held in accordance with this code and in 22 due date on real property;
23 connection therewith the following items: 23 {3} premium notess, policy loanss and other policy
24 {3} interest due or accrued on any bond or evidence of 24 assets and liens on policies and certificates of life
25 indebtedness which is not in default and which is mnot valued 25 insurance and annuity contracts and accrued interest

INTRODUCED BILL
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thereons in an amount not exceeding the legal reserve and
other policy liabilities carried on each individual pclicy;

{4} the net amount of uncollected ang deferred
premiums and annuity considerations in the case of a life
insurer;

(5) presiums in the course of collections other thamn
for 1ife insurances not more than 3 months past duey Tless
commissions payable thereon. The foregoing limitation shall
not apply to premiums payable directly or indirectly by the
United States government or by any of its instrumentalitiese.

{6} installment premiums other than life insurance
premiums to the extent of the Lnearned premium reserve
carried on the policy to which premiums apply;

(7) notes and like written obligations not past dues
taken for premiums other tham tife insurance premiumssy ON
policies permitted to be issued on such basiss to the extent
of the unearned premium reserves carried thereonj

{8) the full amount of reinsurance reccverable by a
ceding insurer from a solvent reinsurer and which
reinsurance is authorized under 33-2-1205;

{9) amounts receivable by an assuming insurer
representing funds withheld by a sclvent ceding insurer

under a reinsurance treaty;
(10) deposits or equities recoverable from underwriting

associationsy syndicatess and reinsurance funds or from any
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suspended banking institutions to the extent deemed by the
commissioner available for the payment of losses and claims
and at values to be determined by himi

{11) electronic date—-precessing-equipment—+f--~the--cost

of-~such-equipment—is-at-teast-$1606y888y—which~cost-shali-be

amortized-in—fuli-over—-a—peried-of-not-te-exceed-id-entendar

yearss—Howevery—with—regard-to-tife—insurersy-such-equipment
shati-be—a}lowed-as—an-asset—Ff-the-ecost-of-—stuch——equipment
t9--nt--}east-$25y068y-which-cost-shelIi-pe-amortized—in—Ffutt
oyer-—a~period-of-not-to-exceed-5--calendar——yeersy—-and——-the
amount~—of-such-asset-aitowed-may-not-exeeed-i¥~of-the-total
of~the-other--attownble-—-assetg——-of-—the-—-insurery gachines
constituting . o data processing. .system or sysiemwss office
equipments furnitures and motor vehicless together With such
other_propertye machiness and equipment as may. . Re _approved
by __the  commissioners  purchased _before or after. [the
effective date of this act] for use in copnection _wiin _the
transaction _of the busicess ot apn igsurapnce coupanys Lo Lhe
extent that the value of all such properiy. deprecigted over
its useful life not exceeding 1C years io._ accordance —wWith
standard._acgounting proceduress constitutes oot more thap 13
of its admitted assefss

(12) all assetsy whether or not consistent with the
provisions of this sectiony as may be allowed pursuant to

the annual statement form approved by the commissioner for
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the kinds of insurance to be reported upon thereinj

(13) other assetss not inconsistent with the provisions
of this sectiony deemed by the commissioner to be available
for the payment of losses and claimss at values to be
determined by hime®™

Section 2. Section 33-2-5C2y MCAy is amended tc read:

w33_2-502. Assets expressly not allowed. In addition
to assets impliedly excluded by the provisions of 33-2-501»
the following expressly shall not be allowed as assets in
any determination of the financial condition of an insurer:

{1} goodwilly trade namess and other like intangible

assets pf _such insurer;

{(2) advances to officers {other than policy loans}e
whether secured or note 2nd advances to employeesSs agentss
and other persons on personal security only;

{3) stock of such insurers owned by ity or any equity
therein or 1locans secured thereby or any proportionate
interest in such stock acquired or held through - the
ownership by such insurer of an interest in another firme
corporations or business unit;

(4) furniture, fixtures (other than electrenic date
processing machines author ized under 33-2-501(11) )+
furnishingss safese vehicless librariess stationerys

literaturey and supplies f{other. thap_as suthorized undeg
33-2-501111))s except:

L
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(3a) in the case of title insurersy such materials and
plants as the insurer is expressly authorized to invest in
under 33-2-851; and

{b) in the case of any insurers such personal property
as the insurer is permitted to hold pursuant to part B8 of
this chapter or which is acquired through foreclosure of
chattel mortgages acquired pursuant to 33-2-831 or which |is
reasonably necessary for the maintenance and operation of
real estate lawfully acquired and held by the insurer other
than real estate used by it for home offices branch offices
and similar purposes;

(5) the amounts if anys by which the aggregate book
value of investments as carried in the ledger assets of the
insurer exceeds the aggregate value thereof as determined
under this codee"™

Section 3. Section 33-2-523¢ MCAs is amended to read:

®33-2-523. Contracts on or after the operative date of
33~20-213 -- valuations. {1) This section shall apply to only
those policies and contracts issued on or after the
operative date of 33-20-213, except as otherwise provided in
33-2-524 for group annuity and pure endowment contracts
issued prior to that date.

{2} Except 2s otherwise provided in 33-2-524s the
minisum standard for the valuation of a1l such policies and

contracts shall be +the commissioner®s reserve valuation

- HE #4¢



10
11
12
13
14
15

16
17

18
19
20
21
22
23
24

25

LC 1154/01

methods defined in 33-2-525 and 32-2-526(3)s 5% interest for
group @annwity and pure endowment contracts and T 1/2%
interest for all other such policies and contracts or in the
case of policies and contractss other than annuity and pure
endowment contractss issued on or after March 1Ty 1973s 4%
interest for such policies issued prior to July ls 1979y and
4 1,2% interest for such policies issued on or after July 1l
1979y and 5 _1/2% interest for single premium life _losurance
policies _issued on or after July ls 198le and the following

tables:

{a} for all ordinary policies of life insurance issued
on the standard basiss exclud;ng any disability and
accidental death benefits in such policiess the
commissioner's 1941 standard ordinary mortality +table for
such policies issued prior to the operative date of
33-20-206y as 2mzndeds and the commissioner®s 1958 standard
ordinary mortality table for such opolicies issued on or
after that operative dates except thst for any category of
such pelicies issued on female riskssy modifiad net premiums
and present valuesy referred to in 33-2-525 and 33-2-526y
may be calculateds at the option of the insurer with the
approval of the commissionery according to an age younger
than the actual age of the insured;

{b) for all industrial life insurance policies issued

on the standard basiss excluding any disability and
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accidental death benefits 1In such policiess the 1941
standard industrial mcrtality table for such policies issued
prior to the operative date of 33-20-207y as amendeds and
the commissioner®s 1961 standard industrial mortality tacle
for such pclicies issued on or after that operative date;

{c) for individual annufty and pure endowrent
contractse excluding any disability and accidental death
benefits in such policiesy the 1937 standard annuity
mortality table ory at the option of the insurers the
annuity mortality table for 1949y ultimater or any
modification of either of these tables approved by the
commissioners;

{(d) for group annuity and pure endowment contractss
excluding any disability and accidental death benefits in
such policiess the group annuity mortality table for 1951,
any nodification of such table approved by the commissionerys
ory at the option of the insurer, any of the tables or
modifications of tables specified for individuzl 2nnuity and
pure endowment contracts;

(e) (i) for total and permanent disability benefits in
or supplementary to ordinary policies or contracts:

{A} for policies or contracts issued on or after
January 1y 19669 the tables of period 2 disablement rates
eand the 1930 +to 1950 termination rates of the 1952

disability study of the society of actuariess with due

-8g—
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regard to the type cf benefit;

(B) for peclicies or contracts issued on or after
January 1y 1961y and prior to January ls 1966y either such
tables ors at the option of the insurers the <class 3
disability table (1926); and

{C) for policies issued prior to January ly 1961s the
class 3 disability table {1926}

{ii) any such table shalls for active 1livess be
combined with a mortality table permitted for calculating
the reserves for 1ife insurance policies;

(fy (i) for accidental death benefits in cr
supplementary to policies:

(A) for policies issued on or after January ls 19669
the 1959 accidental death benefits table;

{38) for policies issued on or after Janwvary 1y 1961y
and prior to January ls 1966y either such table ory at the
option of the insureres the intercompany double indemnity
mortality table; and

{C) for policies issued prior to January 1ls 1961e the
intercompany couble indemnity mortality table;

(ii) either table shall be combined with a mortality
table permitted for calculating the reserves for 1life
insurance policies;

{g) for group life insurancey life insurance issued on

the substandard basis amnd other special benefitsy such
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tables as may be approved by the commissioner.®

Section 4« Section 33-2-531y MCAy is amended to read:

733-2-531l. ODeposit of reserves -- domestic life
insurerss (1) Domestic life insurers shall deposit and
maintain on deposity in securities and assetsy With
depositaries and subject to conditions as provided for in
part 6 of this chapters an amount not less than the reserves
on its outstanding life insurance policies ~and annuity
contractsy as valued under 33-2-521 through 33-2-526.

(2) Annually on or before April ls the insurer shall
so deposit any additional such securities vrequiraed under
subsection (1) and-related to the increase of such reserves
during the calendar year next precedings as determined from
the insurer®s annual statement as at December 31 of such
preceding yeare

{3) A domestic stock 1ife insurer may credit toward
such deposit the amount of any other deposit of the insurer
held under part & of this chapter for the protection of its
policyhciders or of its policyholders and creditorses

(4#) Deposits of the vreserves of a domestic 1life
insurer under this section shall consist of securities and
assets 2acguired apd._¥yalued in accordance with pere parts 5
2pd 8 of this chaptery-except-that—seedrities-aequired-under
33-g-629-are-not-eltigibie-for-deposite.

{5) Real estate mortgage Tloansy chattel mortgage

- HE 494
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loanses and policy loans may be made & part of the deposit by
filing a verified statement of the 1loans with the
commissionery which statesment shall be subject to audit at
all times by the commissioner. Nonnegotiable securities
where deposited with the commissioner shall be accompanied
by transfer powers in due forme. If the insurer uses real
estate acgquired under 33-2-832 as a deposits then a deed of
trusts mortgages or other instrument sufficient to convey a
security interest in such real estatey in a form acceptable
to the commissioners shall be completed in due form and
recorded prior to being deposited with the commissioners

{6) If default occurs in thé payment of interest or
principal of any deposited security and such default
continues for a pericd of 120 dayss the commissioner may
declare such security no longer eligible for deposit under
this section.™

Section 5« Section 33-2-532y MCA,y is amended to read:
"33-2-532. Vvaluation of bends debi securilicse. (1) (2)
A1l bonds or other evidences of debt having a fixed term and
rate of interest held by an insurer mays if amply secured to
the _extept _reguired by this code and not in default as to
ihe payment _of principal or interestsy be valued as follows:
(i} if purchased at par gr_at 3o amoupt sgual ic ibe
remainipg unpaid principal balangees at the par valtue of _the
remaining uopaid _principal _balapces together with accrued
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ioterest;
(ii) if purchased above or below pars on the basis of
the purchase price adjusted so as to bring the value to par

at maturity and so as to yield in the meantime the effactive

rate of interest at which the purchase was madey or in lieu

of such methody according to such accepted rethoo of
valuation as is approved by the comniissioners

{b} Purchase 1f purchaseds ithe purchase price shall in
no case be taken at a higher figure than the actual market
value at the time of purchasey plus actual brokeraqes
transfery postages o©F express charges paid in the
acquisition of such securitieses

{c) Unless otherwise providea by valuation established
or approved by the commissioners nc such security shall be
carried at above the call price for the entire issue during
any pericd within which the security may be 50 called.

{d)__HNo _provisioo .of . this  subsectign _probibits__ zn
iosurer from _valuing. bonds_ or _cibher. evidencas _of  debf
acquired _in 3. beopna. fide exchange. or _pursuant to  the
provisions of 33-2-803(3) ai the values established .by _the
terms..of _the tronsaciions Assets acquired In apy.l year DRy
gxchange aad valued ip.accordance with the prowisiops.  of
this _swhsection 1111d) _may pot excoed 2% of the insurgr's
total adeitted asseis at the end of such vears  except with
the__consept _of the commissionera Any ¥alue so _establisheg
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for_any _such debt security being acquired by the insurer may
oot _pxceed the greater of ihe market waluse call prices _par
xalues _or resaining unpaid principal balances togetber with
2ecrued jpterests In 3dditions the walue of _the  asset. o
assets _ being acquired by the _iosurer. fo. . 3o exchange
agrezment gsy not exceed the cost of the assat or asseis
given_by the insurer ip the exchanges adjusied apprapriately
for _accrual  of  discount or _omortiZatiop.  of premives.in
sxcesg of par regarding honds and for payments received ja
reduction. of principal. regarding sortgage loans or.similar
ingialimept obligationss

(2} The commissionar shall have full discretion in
determining the method of calculating values according to
tha rules set forth in this section."

Section 6« Section 33-2-61ly MCAy is amended to read:

"33-2-611ls Deficiency of deposit ~-- revocation of
certificatee. ¥f—-fer-eny-reasen Ixcopt as to the deposit of
reserves _of damestic life insurers pursyant to 33-2-531s if
the market value of assets and securities of an insurer helg
on deposit in this state or in another state under custodial
arrangements authorized by 33-2-604(3) falls below the
amount required wunder this code to be so helds the insurer
shall promptly deposit other or additional assets or
securities eligible for deposit under this part and in

amount suffijcient to cure such deficiencye If the insurer
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has failed to cure the deficiency within 28 30 days after
receipt of notice thereof by registered or certified wmail
from the commissioners the commissioner she¥d mays in_his
discretions forthwith reveoke suspend the insurer®s
certificate of authority until the defjciepcy is _cureds aond
may revoke the certificate of authoritys after _& _bhearing
thereon pursuank to 33-2-119(1}e if the deficiency is not
sured witbhio 1l yeare™

Section 7. Section 33-2-821y MCAy is amended to read:

®33-2-821. Insurance stockse (1) An insurer may invest
in the stocks of other solvent insurers formed under the
laws of this or another states which stocks meet the
applicable requirements of 33-2-819 and 33-2-820C.

{2) With the commissioner®s consents an insurar may
acquire and hold the controlling interest in the outstanding
voting stock of ancther stock insurer formed under the Tlaws
of this or another state. All-stocks-under-this—-subsection
shatt-be-subject—to—the-timitation—es-to-emount—as-—-provided
n-33-2-Ge2e"

Section Be Section 33-2-8224 MCAs is amended to read:

"33-2-822. Stocks of subsidiariese With the
commissioner®'s consents an insurer may invest in—the-stoek
of-tta—subsidiary-insurance-corporatien-or in the stock of
opne.  or more of its subsidiary business corperation—formed

under—the—taws—-eof-this—stete-and Lorporations necessary and

w YB 44T
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or incidental to the convenient cperation of the insurer’s
insurance business or to the administration of any of its
investmentse All of the insurer®s investments under this
section shall not at any time exceed 10% of the investing
insurer's assetse For the purposes of this sectiony a
wsubsidiary® is & cerporaticn of which the insurer owns 4o
majority of the outstanding shares of 31l voting stock."
Section 9« Section 33-2-830, MCAy is amended to read:
*33-2-830s PReal estate mortgagese. (1) An  insurer may
invest any of its funds in bondss notesy ofF other evidences
of indebtedness which are secureg by first mortgages or
deeds of trust upon improved real property located in the
United States or <Canada or which are secured by first
mortaaces or deeds of trust upon leasehold estates having an
unexpired term of not less than 2L yearss inclusive of the

term or terms which may be provided by enforceatle options

of renewals in improved real property located in the United
States or Canadae In all cases the security for the 1loan
must be a first lien upon such real propertys and there must
not be any condition or right of reentry or forfeiture nct
insured againsts under whichs in the case of real property
other than leaseholdsy such lien can be cut off or
subordinated or otherwise disturbed or under whichs in the
case of leaseholdsy, the insurer is unable to continue the

Tease in force for the duration of the loane WNothing herein
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shall prohibit any investment by reason of the existence of
any prior. lien for ground rentss taxessy assesswentss oOr
other similar charges not yet delinguents This section shall

not be deemed to prohibit investient in mortgages or similar

obligations when made under 33-2-828.

(2) "Improved real estate™ means all farm Tands used
for tillagey crops pastures or timberlands and all real
estate on which permanent improvements suitable for
residentialy institutionaly commercialsy or inagustrial use
are situateds.

{3) {a}) Neo such mortgage loan or locans made or
acquired by an insurer on any one property shally at the
time of investment by the insurersy exceed the larger of the
following amounts as applicable:

(i) 80% of the value of the real property or leasehold
securing the sames providedy howevers if s2id reesl property
or leasehold consists of one- or two-family residential
propertys 90% of said valuej

(ii) the amount of any insurance or guaranty of such
Toan by the United States of America or by any agency or
instrumentatity ther=ofi or

{iii) the asmounts provided in subsection (i) hereins
plus the amount by which the excess of such loan over such
amount is insured or guaranteed by the United States of

America or by any agency or instrumentality thesreof.

-16~
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(b} In the case of a purchase money mortgage given to
secure the purchase price of real estate scld by the
insurers the amount so loaned or invested shall not exceed
the unpaid portion of the purchase prices

{(4) No such mortgage loan or loans shall be made or
acquired by an insurer except after an appraisal made by a
qualified appraiser for the purpose of such investment.

£53--Ne-sueh-mortgage-—-toen-—made——or——aequired——by--an
insurer——which-—is——z-partieipation-or-a—part-of-o-series-or
F3sue—secured-by-the-sepe-mortqage—or-deed-of-trust-shati-be
a-tanful~investpent—under—this-—seetion——untess——the——entire
serfes——or-—isspe——which-—is—seedred-by-the-sane-mortgage-or
deed-of-trust-is—hetd-by-sueh-insurer-or—-uniess-the——insurer
holds-—ea-—senior——pértietpation——in—such-mortgage-cor-deed-of
trusty-—giving-—tt-—substantinily-—the-—rights—-of-—a——Ffirst
mortgagees

+6¥L5) No mortgage loan upon a leasehold shall be made
of acguired pursuant *to this section unless the terms
ther=of shall provide for amortization payments to be made
by the borrower on the principal thereof at least once in
each year in amounts sufficient completely to amortize the
Toan within a period of four-fifths of the term of the
leasenolds incliusive of the term which may be provided by an
enforceable option of renewals which is wunexpired at the

time the 1loan is wmadey but in no event exceeding 35 years,
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i6). Ap insurer may ioyest in b noie secured by a3 _new
first _wortgages  deed of Irusts or trust iodepture upop
improved real property wbep the real property _segcures _an
existing  first mortgages deed of trusts or trust indeonture
op_which tf . incipal bal due_ 1 R i
less _thap.  40% _of the current appraised values The regular
Reriodic paymept on_the new pote shall he in a_ freguency and
of a sufficient amount that wills upop _poyment of _each
ipstalimente .pay -the origipal obligaticop pursuant. to ifs
terms and amortize the pew note with its ierms.”

Section 10. Section 33-2-832y MCAy is amended to read:

*33-2-832. Real estates An insurer may invest in real
estate only if wused for the purposes or acguired in the
manners and within the limits as follows:

{1) the land and the builidings thereon in which it has
its principal office and such other real estate as shall be
requisite for its convenient accommodation in the
transaction of its businesse cxcept with the consent of the
commissioners all such investments shall not aggregate more
than 5% of the insurer's assets.

{2} real estate acquired in satisfaction of 1loanss
mortgagess lienss judgmentss decreess or debts previously
owing to the insurer in the cours2 of its business;

(3) real estate acquired in part payment of the

consideration on the sale of other real estate owned by it

B HYE
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if such +transaction does not increase the insurer®s
investment in real estate;

{(4) real estate acquired by gift or devise or through
mergers consolidationy or bulk reinsurance of another
insurer under this codej

{5) the seller®s interest in real property subject toc
an agreement of purchase or sale. The sum invested in any
such parcet of real estate shall not exceed 90% ¢f the
market value of such parcel provided the same consists of
one~ or two-family residential property and 380% of the
markat wvalue of all other such pa[cels of real estates

{6} real estate or any interest therein acquired or
held by purchases 1leasey or otherwises other than real
estate to be used primarily for agriculturaly ranchs minfmgry
development——of-—oii-—er——minerat--reseurcesy recreationals
amusements or club purposess acquired &s an investment for
the production of income or acquired toc be improved or
developed for such investment purposes pursusnt toc an
existing progras therefores The insurer may hclde improve,
develops maintains manages leasesy Selly and convey resl
estate acquired by it wunder this oprovisicne An  insurar
shall nots except with the commissioner®s consents have at
any one time invested in real estate under this éubsection
an amount exceeding 5% 12k of its assets.

(7} additional real estate and equipment incident to
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real estate if necessary or convenient for the purpose of
enhancing the sale or other value of real estate previocusly
acquired or held by the insurer under subsections {2)s (3)+
{4)e or (6} of this sections Such real estste and equipment
shall be includedy together with the real estate for the
enhancement of which it was acgquireds for the purpese of
applicable investment 1limits and shall be subject to
disposal at the same time and under the same conditions as
applying to such enhanced real estate under 33-2-~84l.

{8) except with the commissioner®s consents all real
estate owned by the insurer under this sections gxgept_for
feal estate acguired according ko subsection (2] apnd except
as to seller's interest specified in subsection (5}s shall
not at any one time exceed 8% 23X of the insurer®s assetse.”

Section 11« Section 33-3—-431y MCAy is amended to read:

%33-3-431e. Borrowed surpluse (1) A domestic stock or
mutual insurer may borrow money to defray the expenses of
its organizations provide it Wwith surplus fundss or for any
purpose of its businessy upon a written agreement that such
money is required to be repaid only out of the insurer®s
surplus in excess of that stipulated in such agreemente The
agreement may provide for interest not exceeding 6&%-—per
annuen  the amount prowvijided in 31-1-307s which ipterest shall
or shall not constitute a liability of the insurer as to its

funds other than such excess of surplusy 2as stipulated in
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the agreemente No commission or promotion expense shall be
paid in connection with any such loane

{2) Money so borroweds together with the interest
thereon if so stipulated in the agreements shall not form a
part of the insurer®s legal liabilities except as to its
surplus in excess of the amount thereof stipulated in the
agreement or be the basis of any setoff; but wuntil repaids
financial! statements filed or published by the insurer shall
show as a footnote thereto ths amount thereof then unpaid
together with any interest thereon accrued but unpaide

{3) Any such loan to a mutual insurer shall be subject
tc the commissioner's approvale The insurer shalls in
advance of the locans file with the commissioner a statement
of the purpose of the loan and a copy of the proposed Tloan
agreements The 1loan and agreement shall be deemed approved
unless wWithin 15 days after date of such filing the insurer
is notified of the commissioner's disapproval and the
reasons therefor. The comrmissicner shall disspprove any
proposed loan or agreement if he finds the 1loan is
unnecessary or excessive for the purpose intended or that
the terms of the loan agreement are not fair and equitable
to the partiess and to other similar lendersy if anys tc the
insurery or that the information so filed by the insurer is
inadequate.

{#) Any such 1loan to a mutual insurer or substantial
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portion thereof shall be repaid by the insurer when no
longer reasonably necessary for the purpoese originally
intended« No repayment of such 1oan shall be made by a
mutual insurer unless in advance approved by the
commissioners

{5} This section shall not apply to toans cobtained by
the insurer in ordinary course of business from banks and
other financial institutions or to loans secured by pledge
cr mortgage of assetse®

Section l2e Section 33-20-206y MCAy is amended to
read:

*33-20-206e Mottality tables — policies issued after
operative datee (1) In the case of ordinary policies issuec
on or after the operative date of this section as defined
hereiny all adjusted premiums and present values referred to
in this part shall be calculated on the basis of the
commissioner®s 1958 standard ordinary mortality table and
the rate of interest specified in the policy for calculating
cash surrender values and paid-up nenforfeiture benefitse
provided that:

{a) such rate of interest shall not exceed 3 1/2% per
annume except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after March 17,
1973, and prior to July 1y 1979y #and a rate of interest not

exceeding 5 1/2% a year may be used for policies issued on
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or after July 1» 1979s and a rate of intorest pot excecding
€.142% o year may be uged for sipgle premium life _insuraoce
pelicies issued op or after July ls 19815

{b) for any category of ordinary insuraonce issued on
female risksy adjusted premiums and present values may be
calculated according to an age ncot more than 6 years younger
than the actual age of the insured;

{c} in calculating the present value of any paid-up
term insurance with accompanying pure endowmenty if anys
offered as & nonforfeiture benefity the rates of mortality
assumed may be not wmore than_ those shown in the
commissioner's 1958 extended term insurance table;

{d) for insurance issued on a substandard basisy the
calculation of any such adjusted premiums and present values
may be based on such other table of mortality as may be
specified by the company and approved by the commissioneres

(2) After July 1ls 1961y any insurer may file with the
commissioner a written notice of its election to comply with
the provisions of this section after a specified date before
January le 1966e After the filing of such notices then upon
such specified date (which shall be the operative date of
this section for such insurer)s this section shall become
operative with respect to the ordinary policies thereafter
Fssued by such insurers If an insurer makes no such

electionsy the operative date of this section for such

_23—

insurer shall be January 1l

1366."

Section 13. Effective detee.

passage and approvale

-End-
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Approved by Committee
on Business and Industry

HOUSE BILL NO. 448

INTRUDUCED BY NORDTVEDTy VINCENTs WALLIN

A BILL FOR AN ACT ENTITLEO: “AN ACT TD GENERALLY REVISE
ASSETs LIABILETYy RESERVEs INTERESTs DEPOSITy AND INVESTMENT
REQUIREMENTS  RELATING TO INSURANCE COMPANIES; AMENDING
SECTIONS 33-2-58%ky 33-2-5024 33-2-523, 33-2-531, 33-2-532,
33-2-611s 33-2-321s 33-2-822s 33-2-830, 33-2-832, 33-3-201,
33-3-431, AND 33-20-206e MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

BE IT ENMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Sectien-iv—-Section-——33-2-58kv-HMEAvy—is-amended-to-read:
u33-2-581n——kssets-atloweds—in——any--determination-——of

the--financial-—conditton——of-—an—insurery-—-there-—shati-be

a++owed-as—essets;en+y-sueh——assets--as--ere—-onned--by-—the
insurer—and-which-constat—of+
t1y--cash-—tn--the--possession--of--the--tnsurer--or-in
tramstt-under-—rts-controt-and-inecloding-the-trae-batance—-of
any-depostt-itn-a-solvent-bank-or-trust-company;
f23-—tnvestmentsy——securitteSy-—propertiesy-—and—toens
scquired-or--hels-——in--accordance—with—-—-this--code--and--tn
eonnection-therewith-the-folltowtna-itemss
taf-—tnterest—due-or-asceroed-on-sny-bond-or-evidence-of

trdebtedness—whteh-rs-net—in-defanit-and-whteh-is-not-vatued

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0448702

on—a-basis-including-aceruved-interestt
to1—-deetared--and—unpatid-dividends—-on-steck-and—shares
untess-speh-amount-has-otherwise-been-attowed-as—-an--assees
tey-—interest--due-or-scerued-apon-a-cettateratl-oan—in
an-ameunt-not-to-exceed-t-yearts—interest-thereont
tdi-—-interest-due-or-scerued--on——depasits-—in--solvent
banks—and-—trust-—componies——esnd—interest-due-or-acerued-on
other-assetsy—if-sueh-interest—is—tn——the--judgment——of-—the
commissioner-a-cottectable-assery
tel--interest--due--or-seerued-on—a-mertgage-toan—-in—an
amount-not-exceeding- in—any-event-the-amounty—tf-anyry—of-the
excess-of-the-—vealue—of-the-property—-}ess—-delrnquent--taxes
thereon--over—the--unpatd--principats——in--no--event--shaid
taterest—acerved-for-a-period-in—execess——af-—1t8--months—-be
attowed-as-an-assets
tf{--rent--doe-or-accrued-on-reat-preperty-if-such-rent
te-mot—in-errears—-for-mere-then—2-months—and-rent-more——than
A--monthi-—tA--drrears——tf-—the-—payment——of-—sueh-—rent--be
adequatety-secored-by-property--hetd-——tn--the-—name—-of-—-the
tenant-and-conveyed-to—the—insurer-as—cotrtaterats
t9¥——the—unaecerved-—portion-of-taxes—patd-prior—-to-the
due-date-on-reat-propertys
t3f--premiumnotesy--poticy——toansy--and--ether--polticy
assets--and--Hens--on--poliectes——and--certificates—ef-tife

tnsurance-—and--annatty—-contraces—-and---acerved———ineerest
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thereony—~itn——an-—amegnt-not-exceeding-the-tegai-reserve-and
sther-potiey-—tabiitrties-carried-on-each-individual-—-poticys
t41——the—-net-——ameuynt —of——unceittected—and--deferred
premiums-snd-snnuity-constderations-in-the-case--of--a--tife
tnsurerd
+5--premroma——tn-—-the-course-of-coliectiony-other—than
fFor—tife~insoranctey-not-more-than-3-months-—past—duey——tess
commitasstona--~payable—thereonv-Fhe-foreqeing-timication—shatl
not-apply-to-premiums-payabie-directiy-or-indirectiy-by——the
Unt ted-States—government-or-by-any-of-its-itnstrumentatlitiesy
t63--instatiment——premiums-—other-—than-—-}+fe-insuronce
premtums-to-the-~extent--of-—the-——unearned--premtom-~reserve
ecarried-on-the-poalrey-to-which-premiums—appiys
tF3-—-notes——and--}ike—written-obtrgations-not-past-duey
taken-for-premiums-other—then—iife--insurance--premtumsy——on
polictes-permitted-to-be-issued-on-such-basisr-to-the-extent
of-the-unearned-premium-reserves—carried-therecns
t8y-—the-—-fuli--amount--of-retnsurance-recoverable-by-a
ceding-—-insurer—~from-—a--——sotvent—--reinsurer-——snd—-which
reinsorance—is—-auvthorized-uvnder— 332120584
e RGP —ameuntyr——recetvable—-by-—-an-——-ssspming--inscrer
representing-funds-withhetd--by—-a--solvent——ceding--insurer
ander-a-reinsorance-treatys
+18)-deportes-or-squities-recoverabie-from-underwritting

associntionsy—syndicatesy-and-retnsurance-funds—or-from-any
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suspended—banking-tnstitottonr—to—the-extent-deemed--by—-the
commisstener--avaitable-for-the-payment-of-tosses-and-ctaims
and-at-vatyes-to-be-determined—by-himy
tit)-etectronic—data—processing-equipment-tf-~the--cost
of-—such—equipment-is-at-teast-$186v088v-which-cost-shatt-be
anortized-in—foit-over-a-period-of-not-to-excesd-to-calendar
ryearsy—Howevery-with—regard-te—+ ife-insurersy—such-equtpment
statt-be-altlowed-as-an-nsset-if-the-cost—of-——souch-—equitpment
19— -at-—teast~$25y060r-which—cost-shati-de-amortized-in—-futt
over-a-period-of-not-to-exceed-5-—catendar--yearsr--and--the
amount——of-sach-asset-allowed-may-not-exceed-iX-of-the-totad

of—the-other——attowabdie-—assets——of-—the-—insurers machines

eonstituting-——a-—~data-—-processing-—system-or-systemsy-ocffice

eqguipmenty-furniturey-and-motor-venicltesy-together-with-sueh

other—propertyy—machinesy-and—equipment-as—way--be-—-approved

By-—-the--—commisstonery-——purchased-—before—-or—-after--fthe

effective-date—of-thrs-nct]-for-use—-in-connection——with-——the

'efensaetien—-eF—the—business-of—an—insuranee-eomgenzv—te—the

extent—thot—the-value—of-ali-sueh-propertyy-—deprecisted-over

tta-usefut-+ife-not-exceeding-10-yeara-—in-—accordance--with

of-ita-admitted-assetsd

ti24-ati—assetyy-—nhether——or-—-not~consistent-with-the
provistens-of-this—sectiony-as—may-be--alowed-—-pursuant--to

the-~annust--statement—form—approved-bhy-the-commisstorner-for
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the-kinds—of-insurance-to-he-reported-upon-thereint
£13y-other—assetsy-not-inconsistent-with-the-provisions
of-this—sectiony-deemed-by-the-commissioner—to-be-—avaiiabie
for-~the--payment—of-—-losses—and--chainmsy——at-valoes—to—be
determined-by-hims"
Section le Section 33-2-502s MCA, is amended to read:
*33-2-502. Assets expressly not allowed. In addition
to assets impliedly excluded by the provisions of 33-2-501s
the following expressly shall not be allowed as assets in
any determination of the financial condition of an insurer:
{1} goodwills trade namess and other like intangible

assets of such insurer;

t2) advances to officers {other than policy loans)s
whether secured or nots and advances to employeess agentss
and other persons on personal security only; .

13} stock of such insurers owned by ite or any equity
therein or 1loans secured thereby or any proportionate
interest in such stock acquired or held through the
ownership by such insurer of an interest in another firms
corporations or business unit;

{#) furnituresy fixtures {other than electronic data
processing machines authorized under 33-2-501{11))
furnishingss safess vehiclesy librariess stationerys

literatures and supplies fother--than-sas-suthorized-under

33-2-58%f+k33» except:
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{a) in the case of title insurersy such materials and
plants as the insurer is expressly authorized to invest in
under 33-2-851; and

(b} in the case of any insurersy such personal property
as the insurer is permitted to hold pursuant to part 8 of
this chapter or which is acquired through foreclosure of
chattel mortgages acquired pursuant to 33-2-831 or which is
reasonably necessary for the maintenance and operation of
real estate lawfully acquired and held by the insurer other
than real estate used by it for home offices branch offices
and similar purposes;

{5} the amounts if anys by which the aggregate book
value of investments as carried in the ledger assets of the
insurer exceeds the aggregate value therecf as determined
under this code.™

Section 2. Section 33-2-523s MCAy» i5 amended to read:

"33-2-523. Contracts on or after the operative date of
33-20~213 -~ valuation. {1} This section shall appiy to only
those policies and contracts issued on or after the
operative date of 33-20-213, except 3s otherwise provided in
33-2-524 for group anmuity and pure endowment contracts
issued prior to that datee.

{2) Except as otherwise provided in 33-2-524s the
minimum standard for the valuation of all such policies and

contracts shali be the commissioner®s reserve valuation
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methods defined in 33-2-525 and 32-2-526(3)+ 5% interest for
group annuity and pure endowment contracts and 3 1/2%
interest for all other such policies and contracts or in the
case of policies and contractss other than annuity and pure
endowment contractss issued on or after March 17Ts 1973+ 4%
interest fFor such policies issued prior to July ly 1979, end
4 1/2% interest for such policies issued on or after July ls

1979+ and_5_172% interest for single_premjum life insurance

policies _issued on or after July 1ls_198ly and the following

tables:

{a) for all ordinary policies of life insurance issued
on the standard basises excluding any disability and
accidental death benefits in such paliciess the
commissioner®s 1941 standard ordinary mortality table for
such policies issued prior to the operative date of
33-20—2056+ as amendeds and the commissioner®s 1958 standard
ordinary mortality table for such policies issued on or
after that operative dates except that for any category of
such policies issued on female risksy modified net premiuss
and present valuess referred to in  33-2-525 and 33-2-526+¢
may . be .calgulateds at the option of the insurer with the
approval of the commissionere according to an age younger
than the actual age ¢of the insured;

{b) For al) industrial life insurance policies issued

on the standard basiss excluding any disability and
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accidental death benefits in such policiess the 1941
standard industrial mortality table for such policies issued
prior to the operative date of 33-20-20Ts as amendeds and
the commissioner®s 1951 standard industrial mortality tabfle
for such policies issued on or aftar that operative date;

{c) for individual annuity and pure endowment
contractss excluding any disability and accidental death
benefits in such policiesy the 1937 standard annuity
mortality table ors at the option of the insurers the
annuity mortality table for 1949, ultimates or any
modi fication of either of these tables approved by the
commissioner;

{d) for group annuity and pure endowment contractse
excluding any disability and accidental death benefits in
such policiess the group annuity mortality table for 1951y
any modification of such table approved by the commissioners
ors at the option of the insurers any of the tables or
modi fications of tables specified for individual annuity and
pure endowment contracts;

(e) (i) for total and permanent disability benefits in
or supplementary to ordinary policies or contracts:

{A)} for policies or contracts issued on or after
January 1ls 1966+ the tables of period 2 disablement rates
and the 1930 to 1950 termination rates of the 1952

disability study of the society of actuariess with due
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regard to the type of benefit;

{B} for policies or contracts issued on or after
January 1ls 1961s and prior to January le 1966y either such
tables ory at the option of the insurers the class 3
disability table (1926}; and

{C) for policies issued prior to January l» 13561ls the
class 3 disability table [1926)3

{ii) any such table shalles for active livess be
combined with a mortality table permitted for calculating
th2 reserves for tife insurance policies;

{Fy (i) for accidentai death benefits in or
supplementary to policies:

{A)} Ffor policies issued on or after January le 1966
the 1959 accidental death benefits tabie;

{2} for policies issued on or after January 1; 1961
and prior to January ls 1966+ either such table ory at the
option of the insurers the intercompany double indemnity
mortality table; and

{C) for policies issued prior to January ls 1961+ the
intercompany double indemnity mortality table;

{ii) either table shall be combined with a mortality
table permitted for calculating the reserves for life
insursnce policies;

fg) for group life insurances life insurance issued on

the sulstandard basis and other special benefitse such
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tables as may be approved by the commissioner.®

Section 3. Section 33-2-531y MCAy is amended to read:

"33-2-531. Deposit of reserves -- domestic life
insurers. {1) UDomestic 1ife insurers shall deposit and
maintain on deposites in Ssecurities and assetsy with
depositaries and subject to conditions as provided for in
part & of this chapters an amount not less than the reserves
on its outstanding 1ife insurance policies and annuity
contractses as valued under 33-2-521 through 33-2-526.

tZ) Annually on or before april ls the insurer shall
50 deposit any additional such securities required wunder
subsection (1) and related to the increase of such reserves
during the calendar year next precedings as determined from
the insurer®*s. annual statement as at December 31 of such
preceding year.

{3} A domestic stock life insurer may credit toward
such deposit the amount of any other deposit of the insurer
held under part & of this chapter for the protection of its
policyholders or of its policyholders and creditorsa

{#) Deposits of the reserves of a domestic life
insurer under this section shall consist of securities and
assets acquired and_wvalued in accordance with pert parts 5
and 8 of this chapterv-except-that-securities-acquired-under
33~2~829-are-not-ettqiblte-for-depostt.

{5) Real estate mortgage loanss chattel mor tgage
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Toanss and policy loans may be made a part of the dejosit by
fFiling a verified statement of the loons with the
commissionare which statement shall be subject to audit at
all times by the commissioner. Nonnegotiable securifies
where deposited with the commissioner shall be accompanied
by transfer powers in due forme. If the insurer uses real
estate acquired under 33-2-832 as a deposite then a deed of
truste mortgages or other instrument sufficient to convey a
security interest in such real estates in a form acceptable
to the commissioners shall be completed in due form and
recorded prior to being deposited with the commissioner.

(6} If default cccurs in the payment of interést or
principal of any deposited security and such default
continues for a period of 120 dayse the commissioner may
declare such security no longer eligible for deposit under
this saection."

Section 4. Section 33-2-532y MCAs is amended to read:

"33-2-532. Vvaluation of bonda debt_securities. {1} (a}
A1) bonds or other evidences of debt having a fixed term and
rate of interest held by an insurer mays if amply secured to

the _extent  gyeguired by this code and not in default as to

the payment_of principal or interests be valued as follows:

(i} if purchased at par or at_an_amount_ egual _to_ the

remaining unpaid principal balsncer at the par value or _the

remaining unpaid principal _balances together with accrued
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(ii) i1 f purchased above or below pare on the basis of
the purchase price adjusted so¢ as to bring the value to par
at maturity and so as to yield in the meantime the effective
rate of interest at which the purchase was mades or in 1liau
of such methods according to such accested method of
valuation as is approved by the commissioner.

{b} Purchase If purchaseds the purchase price shi:ll in

no case be takem at a higher figure than the osctual market
value at the time of purchases plus actual brokerages
transfers postacer or express charges paid in the
acquisition of such securitiesa

{c} Unless otherwise provided by valuation established
or approved by the commissionery no such security shati be
carried at above the call price For the entire issue Juring

any period within which the security may be so called.

tdi-—No--proviston—-of-—this-—subsection—-prohitbits-—an

insurer-from-——valtuving-~beonds--er-—other--evidences--of-—debt

acguired-—in--a--bona—-fide--exchange-—-or——-pursuant-—to-—the

provisions-of—33-2-883{3j-at-the-valtues-establtished-—by-—-tie

terms-—ef-—the-transsctionv-Assety-odcquired-in-any-t-yzar-by

exchange-and-valued-inaccerdance—with-—the-——provisions——of

this-—subsection——fiitdi-——may-not-exceed-Z2-of-the-insurerts

total-admitted-sssets—ant—the—end-of-sach-yedry-—except-——with

the--consent——of-—~the-—commissioners-Any-vatue-so-estabtished
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for-any-—such-debt-security-—being-scquired-by-the—insurer—may

not-exceed-the—qrester—of—the-market-valuger—ecatt-pricesr——par

valuer—-—or-remaining-unpsid-principat-batancey-together—with

acerved-interests-in-additionr-the-vatve——of—-the-—-asset-—or

asseta-~--being--acqguired-—by-—the-—insurer——in-—an-—exchange

agreement-may-not-exceed-the-cost-of-—the-—asset-—or--assets

qiven—by-the—insurer—in—the-exchangev-adjusted-sppropriatetly

for--scerval——of--discount-—or--amortiration——of-premiums—in

exeessfeF-gaf—reqcrdfng—bends—éhd-fer—pa1ments—-feeefved——fn

reduction—-of--principat-reqarding—mortqage-toans—or-similar

tnstatiment-obiigationse

(2) The commissioner shall have full discretion in
determining the method of calculating values according to
the rules set forth in this section.®

Section 5« Section 33-2-611y MCAs is amended ;o reads

"33-2-611. Deficiency of deposit -- revocation of

certificates ¥f-for—any-reason Except as_to the deposit__of

reserves__of domestic life insurers pursuant to 33—-2-531, if

the market value of assets and securities of an insurer held
on deposit in this state or in another state under custodial
arrangements authorized by 33-2-604{3) falls below the
amount required under this code to be so helde the insurer
shall promptly deposit other or additional assets or
securities eligible for deposit under this part and in

amount sufficient to cure such deficiencys If the insurer
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has failed to cure the deficiency within 28 30 days after
receipt of notice thereof by registered or certified mai}
from the commissioners the commissioner sha¥d} mays in_his
discretions forthwith revoite suspend the insurer®s

certificate of authority until the _deficiency is cureds and

may _revoke the certificate of authoritys after a bhearing

thereon pursuant_ _to__33-2-119{1l)y if the deficiency is_not

cured within_1 year."

Section 6. Section 33-2-821y MCA, is amended to read:

*33-2-821. Insurance stocks. (1) An insurer may invest
in the stocks of other solvent insurers formed under the
laws of this or another states which stocks meet the
applicable requirements of 33-2-819 and 33-2-820.

(2) MWith _the commissioner's consents an insurer Way
acquire aﬁd nold the controlling interest in the outstanding
voting stock of another stock insurer formed under the 1laws
of this or another state. Adl—stocks—under-this-subsection
shallt-be—subject~to-the-timitation-as—to-amount-as--provided
tn—33-2-f22="

Section Ta. Section 33-2-822y MCA» is amended to read:

"33-2-822. Stocks of subsidiaries. With the
commissioner®s consents an insurer may invest tm—the-steek
of-tta-sobstdiary-insurance-corporation—or in the stock of

one__or more of its subsidiary business cerporstion—-formed

under—the-taws-of-thirs-stete-and corporations necessary and
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or incidental to the convenient operation of the insurer's
insurance business or to the administration of any of its
investmentss All of the insurer's investments under this
section shall not at any time exceed 10% of the investing
insurer’s assets. Ffor the purposes of this sectionrs a
“subsidiary™ is a corporation of which the insurer owns a
majority of the outstanding shares of a1l voting stock.™
Section 8. Section 33-2-830sy MCA. is amended to read:
®33-2-830« Real estate mortgagess (1) An insurer may
invest any of its funds in bonds, notess or other evidences
of indebtedness which are secured by first mortgages or
deeds of trust upon improved real property located in the
United States or Canada or which are secured by first
mortgages or deeds of trust upon leasehold estates having an
unexpired term of not less than 2! yearss inclusive of the
term or terms which may be provided by enforceable options
of renewals in improved real property located in the United
States or Canadae« In 311 cases the security for the loan
must be a first lien upon such real propertys and there must
not be any condition or right of reentry or forfeiture not
insured againste under whichs in the case of real property
other than leaseholdss such lien can be cut off or
subordinated or otherwise disturbed or under whichy in the
case of 1leaseholdss the insurer is unable to continue the

lease in force for the duration of the loane Nothing herein
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shall prohibit any investment by.reason of the existence of
any prior lien for ground rentss t3xess assessmentss or
other similar charges not yet delinquente This section shall
not be deemed to prohibit investment in mortuages or similar
obligations when made under 33-2-828a

(2) *Improved real estate” means all Farm lands used
for tillages crops pastures or timberlands and all real
estate on which permanent improvements suitable for
residentials institutionals commercials or industrial wuse
are situatede.

{3) (3) No such mortgage 1loan or Joans made oar
acquired by an insurer on any one property shalls at the
time of investment by the insurer, exceed the larger of the
following amounts as applicable:

{i} 80% of the value of the real property or leasehold
securing the samey provideds howevery if said real property
or leasehold consists of one-~ or two-family residential
propertfs 30% of said value;

[ii} the amount of any insurance or guaranty of such
loan by the United States of America or by any agency or
instrumentality thereof; or

(iti) the amounts prowvided in subsection (i) hereins
plus the amount by which the excess of such loan over such
amount is insured or guaranteed by the United States of

America or by any agency or instrumentality thereofe.
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{b} In the case of a purchase money mortgage given to
secure the purchase price of real estate sold by the
insurers the oamount so 'caned or invested shall not exceed
the unpéid portion of the purchase prices

{4} No such mortgage loan or loans shall be made or
acquired by an insurer except after an appraisal made by a
qualifiéd appraiser for the purpose of such investment.

£53 -—No—such-mortgage-—loan-—made——or——acquired-~py-—an
tnsurer-—which-—-ta--a-partireipation—or-a-part-of-sa—-series—or
issue-séeured-by—ehe-sane—nortgage—ef-eeed-of—tfust—ﬁha++-be
a-}awfol-itnvestment-—under—this--sectiton-——uniess--the-—entire
series——or-—irssve——which--ts-secured-by-the-same-mortgage—or
deed—ef;trust-is—he4d-b1—sueh—+nsucer—ef—un¥ess-the--insuref
ha+d&—-é--senief—-partieipetion—-+n—sueh-mertqege-er-deed—ef
trusty-—giving--it-—substantiad by -the--rights--of--a——first
mortgeg;e'

£€63{5} No mortgage loan upon a leasehold shall be made
or acquired pursuant to thié section wunlass the terms
thereof shall provide for amortization payments to be made
by the borrower on the principal thereof at least once in
each yeér in amounts sufficient completely to amortize the
loan within a period of four-fFifths of the term of the
Teaseholds inclusive of the term which may be provided by an
enforceable option of renewals which is unexpired at the

time the 1loan is mades but in no event exceeding 35 years.
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{6} _An_insurer may invest in_a note secured by a new

first mortgages_ _deed _of truste _or_ trust indenture upon

improved_real property when the real _property_ _secures_ _an

existing _first_ _mortgages deed of trusts or trust indenture

on uhicﬁ the remaining principal balance due__and_owing_ is

less than 40%__of the current appraised _walues The reqular

periodic_payment on_the new note_shall be in_a_fregquency and

of a sufficient_amount that wills upon payment of each

installimenty pay the_ original_obligation pursuant_to_its

terms and amortize the new note with its termse.™

Section 9. Section 33~2-832s MCAs is amended to read:

»33-2-832. Real estate. An insurer may invest in real
estate only if used for the purposes or acquired in the
manners and within the limits as follows:

(li the land and the buildings thereon in which it has
its principal office and such other real estate as shall be
requisite for its convenient accommodation in the
transaction of its business. Except with the consent of the
commissioners all such investments shall not aggregate more
than 5% of the insurer®s assets.

{2) real estate acquired in satisfaction of loanss
mortgagess lienss judgmentss decreess or debts previously
oWing to the insurer in the course of its business;

{3) real estate acquired in part payment of the

consideration on the sale of other real estate owned by it
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if such transaction does not increase the insurer's
investmant in real estate;

(4) real estate acquired by gift or devise or thr ough
merqgers consolidations or bulk reinsurance of another
insurer under this code;

{5) the seller*s interest in real property subject to
an  agreement of purchase or sale. The sum investes in any
such parcel of real estate shall onot exceed 90% of the
market wvalue of such parcel provided the same consists of
one— or two-family residential properiy and 80% of the
market value of all other such parcels of real estates

() real estate or any interest therein acquired or
held by purchases leases or otherwises other than real
estate to be used primarily for agriculturals ranchs miningy
develapment-—of-~-oit-—or--mineral-—reseurcesy recreationals
amusements or club purposess acquired as an investment for
the production of income or acquired to De improved or
developed for such investment purposes pursuant to an
existing program therefore The insurer may holds improve,
develops maintaine manages leases selly and convey real
estate: acquired by it wunder this provisions An insurer
shall nots except with the commissioner’s consents have at
any one time invested in real estate under this subsection
an amount exceeding 5% 15%¥ 10% of its assetse

(7) additional real estate and equipment incident to
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real estate if necessary or convenient for the purpose of
enhancing the sale or other value of real estate previously
acquired or heild by the insurer under subsections {(2)» (3)»
(4)» or {6) of this sections Such real estate and equipment
shall be inctudede together with the real estate for the
2nhancement of which it was acquireds Ffor the purpose of
applicable investment limits and shall be subject to
disposal at the same time and under the same conditions as
applying to such enhanced real estate under 33-2-841.

(8) except with the commjissioner®s consente all real
estate owned by the insurer under this sections except _Ffor

real estate acguired according to subsection {2) and except

as to seller's interest specified in subsection ({5)» shall
not at any one time exceed 90X 25% 15% of the insurer's
assets.™

SECTION 10e SECTION 33-3-201s MCAy IS AMENDED TO READ:

"33-3-201le Incorporation. {1} This section applies to
stock and mutual insurers hereafter incorporated in this
statee.

(2) Five or more individualss none of whom are less
than 18 years of ages may incorporate a stock insurer. Ten
or more of such individuals may incorporate a amutual
insurers At least a majority of the incorporators shall be
citizens of the United States. At least a majority of the

incorporators shall be residents of this state.
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{3y The incorporators shall execute articles of
incorporation in quadruplicate and acknowledge thejr
execution thereof in the same manner as provided by law for
the acknowledgment of deeds. The articles of incorporation
shali state the purpose for which the corporation is formed
and shatl show:

{2) the name of the corporation. If a mutualy the word
“mutuai®™ must be 3 part of the name. An alternative name or
names may be specified for use in jurisdictions wherein
conflict of name with that of anocther insurer or
organization might otherwise prevent the corporation from
being authorized to transact insurance therein.

{b) the duration of its existences which may be
perpetual;

{c} the kinds of insurances as defined in this codes
which the corporation is formed to transact;

(cd} if a stock corporationy its authorized capital
stocky and the number of shares of-common—stoek into which

dividedyas These shares_ _shall__be _issued _as provided__in

5-1-601s except that the par value of any class _shall not

be_less_than $Sl; ehe-par-valve-sof-esch-such-sharer-which-par

vatoe-shati-be-at—teast-Stv—~Shares—-withodt--par--vatue--or
other-~than--one--class-—ef-voting-common-stock-shatl-aoe—be
sethortzeds-Fhe-arttctes-of —incorporation-may—dimtt-or--deny

present—-or—-future—-ateckhotders—preemptive-or-preferential
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rights-to-aequire-additional-issues—of-the-stockv—or—-pondsy
debenturesy--or-other-ablitgations—convertibbe-rnto-stocky—of
the-corporationr—subject-to—the—taws-of -Hontana—-Fixing——the
required-—-representation-—-——snd--proportien—of--outstanding
capirtal-stock-required-to--be——represented--and-—-votedy-—-for
specified-—-—actitony-—at--any-—and-—-ali--cerporate--meetingsy
eltectionar—votesy-or-consent-proceedingss

fe} if a stock corporations the extents if anye to
which shares of its stock are subject to assessment:

{f) 1f s stock corpordtions the number of shares
subscribeds if anys by each incorporator;

{9} if a mutua) corporations the maximum contingent
liability of its memberss other than as to nonassessable
poticiess For payment of losses and expenses incurred. Such
liability shall be stated in the articles of incorporation
but shall not be less than one or more than six times the
premium for the member®s polticy at the annual premium rate
for a term of 1 year.

{h) the minimums not less than Sy and the maximums not
more than 2ls number of directors who shall constitute the
board of directors and conduct the affairs of the
corporation; alsos the namess addressesy and terms of the
members of the initial board of directorse The term of
office of initial directors shall be for not wmore than 1

yesr after the date of incorporation.
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(i) the name of the countys and the citys towns or
place within the countys in which its principal office or
principal place of business is to be located in this state;

{j)} such other provisionsy not inconsistent with 1aws
deemed appropriate by the incorporators;

{k} the name and res idence address of each
incorporator and the citizenship of each incorporator who is
not a citizen of the United States.™

Section lle Section 33-3-431y MCAs is amended to read:

"33-3-431. Borrowed surplus. (1) A domestic stock or
mutual insurer may borrow money to defray the expenses of
its organizations provide it with surplus fundss or for any
purpose of its businesss upon a written agreement that such
money Is requirec to be repaid only out of the jinsurer*s
surpfus in excess of that stipulated in such agreemente fhe
agreement may provide for interest not exceeding 6%--per

ammum  the amount provided_in_31-1-107y which interest shall

or shall not constitute a liability of the insurer as to its
funds other than such excess of surpluss as stipulated in
the agreement. No commission or promotion expense shall be
pakd-in connection with any such 1gane.

{2} Money so borroweds together with the interest
thereon if so stipulated in the agreements shall not form a
part of the insurer®s legal liabilities except as to its

surplus in excess of the amount thereof stipulated in the
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agreement or be the basis of any setoff; but until repaide
financial statements filed or published by the insurer shall
show as a footnote thereto the amount thereof then unpaidg
together with any interest thereon accrued but unpaids.

{3) Any such '0an to a mutual insurer shail be subject
to the commissioner's approvals The insurer shallsy in
advance of the loany file with the commissioner a statement
of the purpose of the loan and a copy of the proposed locan
agreemente. The 1gan and agreement shall be deemed approved
unless within 15 days after date of such filing the insurer
is notified of the commissioner®s disapproval and the
reasons therefore. The commissioner shall disapprove any
aroposed loan or agreement if he Finds the 1loan is
unnecessary or excessive for the purpose intended or that
the terms of the loan agreement are not fair and equitable
to the partiess and to other similtar lenderss if anys to the
insurery or that the information so filed by the insurer is
inadequate.

(4 Ary such 1loan to a mutual insurer or substantial
portion thereof shall be repaid by thé insurer when no
longer reasonably necessary for the purpose originally
intended. No repayment of such loan shall bte made by a
mutual insurer untess in advance approved by the
commissionere

{5) This section shall not apply to loans obtained by
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the insurer in ordinary course of business from banks and
other financial institutions or to loans secured by pledge
or mortgaée of assets.”

Section 12. Section 33-20-206. Hgl. is amended to
reag:

*33-20-205e Mortality tables —— policies issued after
operative dates (1} In the case of ordinary policies issued
on or after the operative date of this section as defined
herz2ins all adjusted premiums and present values referred to
in this part shall be calculated on the basis of the
commissioner's 1953 standard ordinary mortality table and
the rate of interest specified in the policy for calculating
cash surrender values and paid-up nonforfeiture bencefitss
provided that:

{3} such rate of interest shall not exceed 3 1/2: per
annums except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after March 17.
1973+ 3nd prior to July ly 1979+ and a rate of interest not
exceeding 5 1/2% a year may be used for policies issued on

or after July Le 1979y _and_a rate of interest not exceeding

& _172% a year may_be used for single premium Yife insurance

policies issued on or after July 1ls 193}1;

(b} for any category of ordinary insurance issued on
female riskss adjusted premiums and present vilues may be

calcuiated according to an age not more than 6 years younger
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than the actual ange of the insured;

(c} 1in caicultating the praesent value of any paid-up
term insurance with accompanying pure endowments if anye
offered as a nonforfeiture benefite the rates of mortality
assumed may be not more than those shown in the
commissioner*s 1958 extended term insurance table;

{d} for insurance issued on a substandard basises the
calculation of any such adjusted premiums and present values
may be based on such other table of mortality as may be
specifieu by the company and approved by the commissionera.

{2y After July le 1%6ls any insurer may file with the
commissioner a3 written notice of jts election to comply with
the provisions of this section after a specified date pefore
January ls 1966« After the filing of such notices then upon
such specified date ({which shall be the operative date of
this section for such insurer)s this section shall become
operative with respect to the ordinary polticies thereafter
issued by such insurer. [f an insurer makes no such
elections the operative date of this section for such
insurer shall be January ls 195656."

Section 13« Effective dates This act is effective on
passage and approvalte.

-End~
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HJIUSE 8ILL NG. 448

INTRUDUCED BY NORDTVEDTs VINCENTs WALLIN

A BILL FOR AN ACT ENTITLED: ™AN ACT 7O OGENERALLY REVISE
ASSETs LIASBILITYe RESERVEs INTERESTe DEPUOSITs AND INVESTMENT
REQUIREMENTS RELATING TS TIMSURANCE COMPANIES; AMENDING
SELTIONS 33-2-56%y 33-2-502+ 33-2-523+ 33-2-531s 33-2-532.

33-2-61lks 33-2-321ls 33-2-822s 33-2-830s 33-2-332y 33-3-201,

33-3-431s aND 33-20-206s MCA; AND PROVIDING AN THHEDIATE

EFFECTIVE DATEW."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE IF MONTARMAZ
Section—tv-——Sectton—-33-2-58ty-MEAvY-tS-amended-te-read?
uj33-2-58tzs——Akssets-attoweds——in--any--determinatiron-—-of

the--ftaanctal--condttion——of-—an-—tnsurery—-there--shati-be

altowed-as-—assets-onty-such--assets--as--are~-owned--by-—the
tAasurer—and-which-constst-of*
$tir--cash——-itn—-the—-possesston—-of--the-—-itnsurer——or—tn
trianste-onder—-tts-conerat-and-inctuding-the-trae-balance--of
any-depostt-trn-a-soclvent—bank-or-trust-coempany;
t2¥-~tAvestmentsy--Securttiesy-—propertiesy——and-—+eans
acqoired-or--hets——tn——accordance-——with--thts-—code—-and-—tn
coannectian-therenith-the—fotlowina-ttemes
fay-~rnterest-doe-or-accrued-on-any-Fond-or-evidencea-of

tadentedness-wAtch-ts-rot-tA-defantt-and-whtem—+5-not-vatued
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o a-basts-tnetuding-sceruved—interesty
tby--declared--and-unpatd-dividends-on-stock—and-shares
dmntess-such—amount—has—otherwise-been-atiowed-as——an-—assett
tey--itnterest--doe-or-accrued-gpon-s-cottaterat-toan—itn
an-amount-not-to-exceed-i-yearts-interest—thereont
tdy--itnterest-doe-or-acerued-—-on——depostts-—in--soivent
hankes—and-—trast-—companites——and-interest-due-or-acerved-on
other—assetsy—if-sveh-interest—its—itn—-—-the--jodament-—of--the
commisstoner—-a-cotllectabie-assery
ter——interest--duve--or-acerued-on-a-mertgage-ioan~in-sn
amount-not-exceeding-itn—any-event-the-amoonty-tf-anyvr-of-the
excess-of-the-vatoe—of-the-preoperty--tess—-detrnquent——-taxes
thereon--over—the——unpaid--principats——-in--no—-event--shnatt
tnterest-scerued-for-a-period-in—excess—of-—id--montha-—be
atlowed-as-an-assetw
tfi--rent--due-or-aceruved-on-real-preperty—tf-such-rent
ts-not-in-arrears—for-more-than-3-months-and-rent-more--than
3-—monthi--ta--arrears—~if-—the--payment-—-eof--such--rent--be
adequatety-secured-by-property--held-—in--the--name——of--the
tenant-and-conveyed-to-the-tnsurer-as-cottateratd
tgr-—the—unacerued--—portion-of-taxes-patd-prior—to-the
due—date-on—reat-propertys
t3y--premirumnotesy--poticy--toansy--and--other-—potiecy
assets——and--Hens--on--pottctres——snd--certificates—ef-tife

tnsurance-——and-—annuity--contracts——-and---acerued-—-tnterest

2= HB 448

THIRD READING



10

il

12

i3

I4

15

6

17

18

19

20

21

22

23

24

25

HB 0445/02

thereony-—in--~sn--amoant-not-exceeding-the—teqal-reservea-and
osther-poticy~trabitities-carried-on-ecach-individuai——-polticys
t4¥-—the-—-net-——amount--of--uncoliected--and--deferred
premtums—and-annuity-constderations-in-the-case--of--a--tife
tnsurerd
£S5 ——premrumi——tn--the-course—-of-coliectionr-other—+than
for-tife-insarancey-not-more-than-3-mentRs—-past—duer——tess
eommtysions-—payabie—thereenv-Fhe-foregoing-timitation—shaid
not-apply-te-premtums—payabte-directiy-or-indirectiy-by--the
dntted-States-government-ar-by-any-of-its-instrumentalitiess
ftot-—instatiment-—-premiuome--cther-—than—~4ife-insurence
premigms—to-the-—extent——of-——the-—unearned-—premiom-—-reserye
carried-on-the-poticy-to-which-premtums—appiys
t¥3--notes——~and-~-tike-written-obtrgetions—not-past-duey
taken-for-premiumes—other-than—tife--insurance—premigmir——on
potictes—permitted-to-be-tssued-on-such-bastsr-to-the-extent
of-the—unearned-premrum-reserves-carried-thereont
t8)~—the—futi-—smount--of-retasurance-recoverable-by-a
eeding~—insurer-—#rem——a—--sa+vene—-—re§nsufer~-—and——-nhieg
rernsgrance—ts-avthorized-under~33-2-+3265+
t9F--amounts—-recetvable—-hy-—-sn-——-assuming-—insarer
representing-funds-withheld--by--a-—-sotvent--ceding-—inszurer
under-a-reinsarance-treatyt
£18})-deposits-or-equitites-recoverable-fromonderwriting

associntionsy—syndicatesy-and-retnsurance—funds-or-from-any
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sospended-banking-tnstituttonr—to-the-extent-deemed--by--the
cemmisstoner——avatriaste-for—the-payment-of-losses—and-ciatms
and-at—values-to-be-determined-by-hims
fit}-eteceronre-data-processing-equipment-if-—trne-—cost
of-—spch-eqguipment-ts-at-teast-4$188v000y—which-cost-shati-be
amortized-tn—fotd-over-a-perrod-of-not-to-exceed—-to-e¢atendar
yearsr-—Hewevery-with-regard-to—}ife-insurersy—sueh-equrpment
shati-be-atiowed-as-an-asset—if-the-cest-of-—-soch-—equrpment
13- -at-~}teast-$25y6680r-which-cost-shati-be-amortized-in—futt
over-a-pertad-of-mot-to-exceed-S——-catlendar——yearsy—-and-—the
amount—-sf-quch-asset-attowed-—may-not-exceed-1X-of-the-total
of-the-other--attowable—-assets——of-—the--insorers machines

constituting-—a-—data-—processing-—system-cor-systemsy-office

eguipmenty-furntturey-and-motor-vehiclesy—togqether—-with-such

other—propertyy—machinesy-and-equiprent-as-may--be--approved

by-—-the-——commisstonery-—purchased-—before--or--—after--fthe

effectrve—date-of-thts-acti~for-use-tn-connection——with-—the

transaction——of-the-business—of-an-tnsurance-—companyy—to-the

extent-thot-the-vatve-of-aii-such-—propertyr-depreciated-over

t+ts-neeful-titfe-—nor—exceeding—if-—years——in--aceordance-——with

standard-accounting-proceduresy—censtitovtes—not-more-than—i%

of-its-udmittted-assetsy

f124-alt——assetsy——whether--or--—not-consistent-with-the
provistens-of-this-seetitony—as—may-be--attleowed--pursuant-—te

the--annual-—-statement-form-approved-by—-the-cemmisstoner—~for
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the-kinds-of - insdrance-to-be-reported-apon—-thereing

ti3}-other-sssetsy—not—inconsistent-with-the-provistions
of-this—sectiony—deemed-py-the-commtssioner—to-be~-avaitabie
for-—the--payment—of--losses—and--claimev--ot-values-to-be
determined-by—-hime®

Section le. Section 33-2-50Z2¢ MCA, is amended to read:

?33-2-502. Assets expressly not allowede In addition
to assets impliedly excluded by the provisions of 33-2-501.
the following expressly shall not be allowed as assets in
any determination of the financial condition of an insurer:

{1} goodwille trade namess and other like intangibtle
assets of such insurer;

{2} advances to officers {other than policy Tloans)s
whether secured or nots and advances to employeess agentss
and other persons on personal security only;

{3) stock of such insurery owned by itsy Oor any equity
therein or loans secured thereby or any proportionate
interest in such stock acquired or held through the
ownership by such insurer of an interest in another firme
corporationes or business wnit;

{#} furnitures fixtures {othar than electronic data
processing machines

authorized under 33-2-501{L1)})e

furnishingse safesq vehiclesy librariesy stationery,

literatures and supplies fother-—then-ss-avthorized-under

— 5 HS 448
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(@) in the case of title insurersy such waterials and
plants as the insurer is expressly authorized to invest in
under 33-2-851; and

{b} in the case of any insurers such personal property
as the insurer is permitted to hold pursuant to part 8 of
this chapter or which is acquired through foreclosure of
chattel mortgages acquired pursuant to 33-2-831 or which is
reasonably necessary for the maintenance and operation of
real estate lawfully acquired and held by the insurer other
than real estate used by it for home offices branch offices
and similar purposes;

{5) the amounts if anys by which the aggregate book
value of investments as carried in the ledger assets of the
insurer exceeds the aggregate value thereof as determined
under this codes”

Section 2. Section 33-2-523s MCAs i35 amended to read:

®33-2-523. CLontracts on or after the operative date of
33-20-213 -- valuation. {1} This section shall apply to only
those policies and contracts issued on ar after the
operative date of 33-20-213s except as otherwise provided in
33-2-524 for gqroup annuity and pure endowment CoONtracts
issued prior to that date.

{2) Except as otherwise provided in 33-2-524, the
mintmum standard for the valuation of alt such policies and

contracts shall be the commissioner®s reserve valuation

-b- H5 448
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methods defined in 33-2-525 and 32-2-526(3)+ 5% interest for
group annuity and pure endowment contracts and 3 172%
interest for all other such polticies and contracts or in the
case of policies and contractss other than annuity and pure
endowment contractse issued on or after March 17s 1973, 4%
interest for such policies issued prior tc July ly 19379s and

4 172% intarest for such poticies issued on or after July 1,

1979, and_5 1/2% interest _for _single premium life _insurance

policies _issued _on_or after_July ls 1981y and the following

tables:

(a) for all ordinary policies of life insurance issued
on the standaru basiss excluding any disability and
accidental death benefits in such policiess the
commissionar's 194} standard ordinary mortality table Ffor
such policies issued prior to the operative date of
33-20-206+ as amendeds and the commissioner's 1958 standard
ordinary mortality table for such policies issued on or
after that operative dates except that for any category of
such policies issued on female riskss modified net premiums
and present valuesy referred to in 33-2-525 and 33-2-526¢
may be calcuiateds at the option of the insurer with the
approval of the commissioners according to an age younger
than the actual age of the insured;

(b} for all industrial life insurance policies issued

on the standard basiss excluding any disability and
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accidental death bpenefits in such policiesy the 1941
standard industrial mortality table for such pulicies issued
prtor to the operative date of 33-20~207¢ as amendedy and
the commissioner®s 1951 standard i1ndustrial mortality table
for such policies issued on or after that operative date;

{c) for individual annuity and pure endowment.
contractss excluding any Jdisability and acctdental death
benefits in swuch policiessy the 1937 standard annuity
mortality table ory at the option of the insurers the
annuity mortality table for 1949, ultimates or any
modi fication of either of these tables approved ny the
commissionar;

{d) for group annuity and pure endoumebt cantractssy
excluding any disability and accidental death benefits in
such policiess the group annuity mortality table for 1951»
any modification of such table approved by the commissioners
ore at the option of the insurers any of the tables or
modi fications of tables specified for individuval annuity and
pure endowment contracts;

() (i) for total and permanent disability benefits in
or supplementary to ordinary policies or contracts:

{A} for policies or contracts issued on or after
January 1ls 1965+ the tables of period 2 disablement rates
and the 1930 to 1950 termination rates of the 1952

disability study of the society of actuariess with due

-8~ BB 448
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regard to the type of benefit;

[§:3} for policies or contracts issued on or after
January ls 196ls and prior to January ls 1966+ either such
tables ore at the option of the insurers the class 3
disability table (1926); and

(C) for policies issued prior to January ls 135is the
class 3 disapility table {1926);

(ii) any such table shalls for active lives, be
combinec with & mortality table permitted for calculating
tha reserves for 'ife insurance policies;

(F} (i) for accidental de2ath benefits in or
supplementsry to policiesf

{A) for policies issued on or after January ls 19660
the 1959 accidental death benefits table;

(2} for policies issued on or after Janusry ls 196l
and prior to January ls 19664 either such table ors at the
option of the insurere the intercompany double indemnity
mortatity taole; and

{C) for polticies issued prior to January ly 1761y the
intercompany double indemnity mortclity table;

{1i}) either teble shall be combined with a mortality
table perimitted for calculating the reserves for life
insurance polticiess;

{q) for jroup Vife insurances life insurance issued on

the sulstandard basis and other special benefitsy such

-9~ H3 448
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tables as may be approved by the commissioner.®

Section 2. Section 33-2-531s MCAs is amended tc read:

"33-2-531. Deposit of reserves -~-— domestic tife
insurerses (1) DUomestic life insurers shall deposit and
maintain on deposits in securities and - assetsy with
depositaries and subject to conditions as provided for in
part & of this chapters an amount not less than the reserves
on its outstanding 1life insurance policies and annuity
contractse as valued under 33-2-521 through 33-2-526.

{2y Annually on or before april ls the insurer shall
so deposit any additional such securities required under
subbsection (1) and related to the increase of such reserves
during the calendar year next precedings 3s determined from
the insurer®s annual statement as at December 31 of such
preceding yeare.

{3) A domestic stock life insurer may credit toward
such deposit the @mount of any other deposit of the insurer
held under part & of this chapter for the protection of its
policyholders or of its policyholders and creditorse.

{4) Deposits of the reserves of a domestic 1life
insurer under this section shall consist of securities and
assets acquired and_valued in accordance with part parts 5
and 3 of this chaptery-except-that-securtttes-acquired-under
33-2-829-are-not-etigible-for-depostt.

{5) Real estate mortgage Joanss chattel mor tgage

-10- H? 443
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loanss and polticy loans may be made a part of the deposit by
filing a verified statement of the loans with the
commissioners which stastement shall be subject to audit at
all times by the commissioner. honnegotiable securities
where deposited with the commissioner shall be accompanied
by transfer powers in due forme If the insurer uses real
estate acquired under 33-2-832 as a deposite then a deed of
trusty mortjayes or other instrument sufficient to convey a
security interest in such real estates in a form acceptable
to the commissioners shall be completed in due form and
recorded prior to being deposited with the commissionere.

(&) If default occurs in the payment of interest or
orincipal of any deposited security and such default
continues for a period of 120 dayse the commissioner miy
declare such security no longer eligible For deposit under
this section."

Section 4« Section 33-2-532y MCAy is amended to read:

”33-2-532. Valuation of bonds debt_ securitiese (1} {a)
A1l bonds or other evidences of debt having a fixed term and

rate of interest held by an insurer mays if amply secured to

the extent required by this code and not in default 3s to

the _payment _of principal or interests be valued as follows:

(i) if purchased at par or_at_an_amount_equal to the

remaining unpaid principal balancer at the par vatue or__the

remaining unpaid principal balances together with accrued

-11- HE 448
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interest;

tii} 1f purchased above or below pares on the bisis of
the gpurchase price adjusted so as to oring the value 7o por
at maturity and s0 as to yield in the meantime the effectiv>
rate of interest at which the purchase was mardes or in li2u
of such methods according to such accepted mechsd of

valuation s is approved by the commissionera

{b) Purehase If purchaseds the purchase prics shill in

no case be taken at a higher figure than the octual wmerket
value at the time of purchase, pilus actual orokerages
transfere posStagey o0Or express char ges oaid En the
acquisition of such securittese

(c} uUntess otherwise provided by valuation estublished
or approved by the commissioners no such security shall ve
carried a3t above the call price for the entire issue Juring

any period within which the security may be so called.

fd¥-——HNo-—proviston-—-of-—thts—-subsecrron--proftbrts——an

insurer—from-—vatotny-—bonds-—or-—other--evidences-—af--dept

seguired-—rtn--a--bona-—fide——exchange-—or_-gorsuant--to--the

provisions-of-33-2-803f3j-at-the-—vatues-established-—bhy-—tne

terms——of——the-transactiony-Asqets-acquired-tn-any-i-year—-by

exchange-and-valoed-in—eceordanee—wrth-—the--preovisions——of

this-—subseretion-——{ti}tdi-—-may-mot-exceed-2X-of-the-insurerts

totat-admitted-sssets-at-the-end-of-—such-yeary--except-—with

the--consent-—gf--the—_commissionerv-any-vatue-so-estabtished

-12- HE 443
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for-any—such-debt-securitty-being-acquired-by-the—insursr-may

not-exceed-the—areater-of-the-market-valuey—cati-pricey——par

valger-—or-rematning-unpatd-prineipat-batancer-together—with

acerdved-tnteresty-in-additionr-the-value—-of-—the--asset-—-or

assets-—--beirng--atqurred-—by-—the-——insnrer-—itn——an-—exchangs

agreement-may-not-exceed—the-cost-of-—the-—asset——or--assets

qtven~by-the-itnsurer-in—the—exchangey-adjusted-appropriatety

for——aceroni-—of--discount-—or--amertization--of-premiums—in

excess-of-par-regarding-beonds-and-for-payments——recetrved——in

reductron——of-—principat-regardine-mortgage-toans-or-simiiur

itnstatiment-ebitgationsy

{2) The commissioner shall have full discretion in
determining the method of calculating values according to
the ruies set forth in tnis sections™

Sectinn 5. Section 33-2-61ly MCAs is amended to read:

"33-2-611. PDeficiency of deposit -- revocation of

certificate. #f~for-any-resson Except as_to the__deposit__of

reserves of domestic life_ insurers _pursuant to 33-2-531, if

the market value of assets and securities of an insurer held
on deposit in this state or in another state under custodial
arrangements authorized by 33-2-604(3} falls beltow the
amount regquired under this code to be so helds the insurer
shall promptly deposit other or additional assets or
securities eltigible for deposit under this part and in

amount sufficient to cure such deficiencye If the insurer
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has failed to cure the deficiency within 28 30 days after
receipt of notice thereof by registered or certified mail
from the commissioners the commissioner shatd mays in_his
discretions forthwith revoke suspend the insurer®s

certificate of authority until the deficiency is_curedy_and

may_revoke the certificate of authoritys after__a_ hearing

thereon pursuant to 33-2-119{1l}y if the deficiency is_ not

cured within 1 vear."

Section 6. Section 33-2-B21ls MLA. is amended to read:

*33-2-821. Insurance stockse {1) An insurer may invest
in the stocks of other solvent insurers formed under the
taws of this or another stater» which stocks meet the
applicable requirements of 33-2-819 and 33-2-820.

{2) With the commissioner's consents an insurer may
acquire and hold the controlling interest in the ocutstanding
voting stock of another stock insurer formed under the laws
of this or another state. Atd-stocks-under-this—-subsectton
shott-be-subject—to—the-timitation-as—to-amount-as—-provided
tn-33-2-B22e"

Section T« Section 33-2-822+s MCAy is amended to read:

"33-2-822. Stocks aof subsidiaries. With the
commissionar®s consenty 3N insurer may invest im—-the-stoek
of-tts-substdiary-tnsurance-cerporatton—or in the stock of

one_ _or more__of its subsidiary business corpoerstron—formed

under—the-taws—ef-this-seate—and corporations necessary and

-14- H3 443



19
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HE 0443702

or incidental to the convenient operation of the insurer®s
insurance business or to the administration of any of its
investments. All of the insurer?s investments unier this
section shall not at any time exceed 10% of the investing
insurer®s assetse For the purposes of this sections a
"subsidiary™ is a corporation of which the insurer owns a
majority of the ocutstanding shares of a1 voting stock.™
Section 8. Section 33-2-830, MCAs is amended to read:
"33-2-830. Real estate mortgages. {L} An insurer may
invest any of its Funds in bondss notess or other evidences
of indebtedness which are secured by Ffirst mortgages or
deeds of trust upon improved real property located in the
United States or Canada or which are secured by Ffirst
mor tgages or deeds of trust upon leasehold estates having an
unexpired term of not less than 21 yearss inclusive of the
term or terms which may be provided by enforceable options
of renewals in improved real property located in the United
States or Canadae In all cases the security for the loon
must be a First lien upon such real propertys and there must
not be any condition or right of reentry or forfeiture not
insured againsts under whichs in the case of real property
other than leaseholdss sSuch lien can be cut off or
subordinated or otherwise disturbed or under whichs in the
case of leasecholdss the insurer is unable to continue the

lease in force for the duration of the loane Nothing bherein
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shall prohibit any investment by reason of the existence of
any prior lien for jround rentssy taxess assessmentss oOr
other similar charges not yet delinquenta. This section shaltl
not be deemed to prohibit investment in mcrtcages or similar
obligations when made under 33-2-828a

(25 "Improved real estate” means all fFarm lands usert
for tiltlaces crops pastures or timberlands and all real
estate on which permanent improvements suitable for
rasidentialy institutionals commercials or industrial wuse
ar: situatede.

(3} {a) No such mortgage lean or Joans made or
acquired by an insurer on any one property shalle &t the
time of investment by the insurers exceed the lTarger of the
following amounts 3s applicable:

(i} 80% of the value of the real property or leasehold
securing the sames provideds howevers if said real property
or leasehold consists of one~ or two-family residential
propertys 0% of said value;

{ii) the amount of any insurance or guaranty of such
Toan by the United States of America or by any agency or
instrumentality thereof; or

{iii) the amounts provided in subsection (i) hereins
plus the amount by which the excess of such loan over such
amount is insured or guaranteed by the United States of

America or by any agency or instrumentality thereof.
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tb) In the case of a purchase money mortqgage given to
secure the purchase price of real estate so0ld by the
insurers the amount sc lcaned or invested shall not exceed
the unpaid portion of the purchase price.

{4} No such mortgage Yoan or loans shall be made or
acquired by an insurer except after an appraisal made by a
quatified appraiser for the purpose of such investment.

£5F——HNo-sueh—mortgage--toan—made-——or-—acquired—-by——an
insurer--which--its--a-partretpation-or-a-part-of-a-series-or
+ssue-séeufed-b7—the-sane-meftgege-ef—deeﬁ-o§—tfust-sha++-ae
a-¥anfuli-itnvestment—onder—this--section--uniess-—the--entire
sertes——or——irssye——which--ts-secored-by-the-sane-mortgaqe—or
deed-of-trust-ts—held-by-such-itnsorer-or-uness-the--insurer
hoidﬁ——é—-senior-—pafticfpatfon¢—én-saeh—mortqage—or—deed—of
trosty- ~gtving--tt-—sabstantialiy-—the--rights——of--a——first
mortgagéer

+5%{S) No mortgage toan upon a leasehold shall be made
or acquired pursuant to this section wunlzss the terms
thereof shall provide for amortization payments to be made
by the borrower on the principal thereof at least once in
each year in amounts sufficient completely to amortize the
toan within 2 period of four-fifths of the term of the
teaseholds inclusive of the term which may be provided by an
enforceable option of renewals which is unexpired at the

time the loan is mades but in no event exceeding 35 years.
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{6} _An_insurer may invest in_a note secured by a2 new

first mortgages _deed _of _trusts_ _or_ _trust indenture upon

improved real property when the_ _real property _secures__an

existiné first _mortgages_deed of trusts or trust_indenture

on_which the remaining principal balance due uand_ owing is

less _than__40%_ _of the _current_ appraised_values The regular

periodic payment _on_ the new note shall be in _a frequency and

of a_sufficient_amount _that wille upon payment of _each

installments pay the original_obligation pursuant to _its

terms and _amortiZze the new note with_its_termse™

Section 9. Section 33-2-832+ MCAy is amended to read:

*33-2-832. Real estatee. An insurer may invest in real
estate only if used for the purposes or acguired in the
manners and within the limits as follows:

{1) the land and the buildings thereon in which it has
its principal office and such other real estate as shall be
requisite for its convenient accommodation in the
transaction of its businesss Except with the consent of the
commissionery all such investments shall not aggregate more
than 5% of the insurer's assets.

(2} real estate acquired in satisfaction of loanse
mortgagess lienss judgmentses decreess or debts previously
owWinj to the insurer in the course of its business;

{3) real estate acquired in part payment of the

consideration on the sale of other real estate owned by it

_13- HB 448
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if such transaction does not increase the insurer®s
investment in real estate;

(4) real! estate acquired by gift or devise or through
mer gers consolidations or bulk reinsurance of another
insurer under this code;

(5) the seller's interest in reail property subject to
an agréement of purchase or sales The sum invested in any
such parcel! of real estate shall not exceed 90% of the
market wvalue of such parcel provided the same consists of
one- or two-family residential property and 80% of the
mar ket value of all other such parcels of real estates.

{6} real estate or any interest therein acquired or
held by purchasey leases or otherwises other than real
estate to be used primarily for agriculturals ranchs miningy
development-—sf--otd-—or-—mineral-—resourcesy recreationals
amuysements or club purposess acquired as an investment for
the production of income or acquired to be improved or
developed for such iavestment purposes pursuant to  an
existing program therefor« The insurer may holds improve.
develops maintains manages Jleaser sells and convey real
estate acquired by it wunder this provision. An insurer
shall nbt. except with the commissioner®s consents have at
any one time invested in real estate vnder this subsection
an amount exceeding 5% (5% 10% of its assetsSe

(7) additional real estate and egquipment incident to
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real estate 1if necessary or convenient for the purpose of
enhancing the sale or other value of real estate previously
acquired or held by the insurer under subsections (2)» {3)+
(4}+ or (6) of this sectione Such real estate and eguipment
shall be includeds together with the real estate For the
2nhancement of which it was acquireds for th2 purpose of
apolicable investment timits and shall be subject to
disposal at the same time and under the same conditions as
applying to such enhanced real estate under 33-2-B4l.

(B8} except with the commissioner®s consents all real
estate owned by the insurer under this sections except__Ffor

real estate _acguired according to subsection (2} and except

as to seller®s interest specified in subsection {5}s shall
not at any one time exceed 9% Z5% 15% of the insurer's
assetsa™

SECTION_10. _SECTION 33-3-201s MCAe IS AMENDED TG READ:

"33-3-201. Incorporatione {1} This section applies to
stock and mutual insurers hereafter incorporated in this
State.

{2} Five or more individualssy none of whom are less
than 18 years of ages may incorporate a stock insurere. Teén
or more of such individuals w®may incorporate a mutual
insurer. At Jleast a majority of the incorporators shall be
citizens of the United States. At least 3 majority of the

incorporators shall pe residents of this state.

-20~ HF. 448
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{3) The incorporators shall execute articles of
incorporation in quadruplicate and acknowl edge their
execution - thereof in the same manner as provided by Vaw for
the acknowledgment of deedse The articles of incorporation
shall state the purgose for which the corporation is Formed
and shall show:

{a} the name of the corporations If a mutuals the word
"mutual™ must be a part of the name. An alternative name or
names may be specified for wuse in jurisdictions wherein
conflict of name with that of another insurer or
organization might otherwise prevent the corporation from
being authorized to transact insurance therein.

{b} the duration of its existencey which may be
perpetuat;

{c} the kinds of insurances as defined in this codes
which the corporation is formed to transact;

{d) if a stock <corpourationy its 3uthorized capital
stucky and the number of shares of-common—stoek into which

divigedys Theses__shares _shall be issued_ as _provided _in

35-1-601s except that_the par value of any class shall not

be less_than 3l; the-par-vaive-of-sach-sveh-sharevr-which-par

vatue-shatri-be-at—tenst-Ste--Shares--without--par——vatne--or
otirer——then--one--cisss——of-voting-common-stock-shati-not-be
aothorizeds-Fhe-arttctes-of-itncorporatton—may-timtt-or--deny

present-—or- -foture—-stockhelders-preemptive—or-preferentiat
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rights-to-sequire-sdditionat-issues-of-the-stocky-or--bondsy
debenturesy--or-other-obtigations—convertibte-rnto-stocky-of
the-corporationy-subject-to-the-taws—of-Montama-—fFixing-—the
required-———representation--—and--—proportion——of--cutstanding
capitet-stock-required-te-—be-—represented--and--votedy——Feor
speeiFiee——-aetéeny;-et—-sny-oand-—e}+——eerperate—-meetfngsv
etectionsy-vot=sy-or-consent-proeceedingss

{e) if a stock corporations the extents if anys to
which shares of its stock are subject to assessment;

{fy if a stock corporations the number of shares
subscribeds if anys by each incorporator;

{g) if a mutual corporations the maximum contingent
fiability of its memberss other than as toc nonassessable
policiess for payment of losses and expenses incurrede Such
liability shall bne stated in the articles of incorporation
but shai? not be less than one or more than six times the
premium for the member®s policy at the annual premium rate
for 3 term of 1 yeare.

{h) the minimume not less than S+ and the maximumy not
more than 21s number of directors who shall constitute the
baard of directors and conduct the affairs of the
corporation; alsos the namess addressese and terms of the
members of the initival board of directorss The term of
office of initial directors shall be for not more than 1

yesr after the date of incorporationes
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{i) the name of the countys and the citys towns or
place within the countys in which its principeal office or
principal ptace of business is to be located in this state;

{j) such other provisionss not inconsistant with Jaws
deemed appropriate by the incorporators;

(k} the name and res idence address of each
incorporator and the citizenship of each incorporator who is
not a citizen of the United States.™

Section 1lle Section 33-3-431y MCAs is amended to read:

"33-3-431. Borrowed surplus. {l) A domestic stock or
mutual 1nsurer may borrow money to defray the expenses of
its organizations provide it with surplus fundss or for any
purpose of its businesss upon 3 written agreement that such
money is required to be repaid only out of the insurer’s
surpltus in excess of that stipulated in such agreement. The

agreement may provide for interest not exceading o&%--per

armam the amount provided in 31-1-107, which interest shall

or shall not constitute a liability of the insurer as to its
funds other than such excess of surpluss as stipulated in
the agreemente No commission or promotion expense shall be
paid in connection with any such 1ocane

(2) Money so borroweds together with the interest
thereon if so stipulated in the agreements shall not Form a
part of the insurer's legal ltiabilities except as to its

surplus in excess of the amount thereof stipulated in the
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agreement or ba the basis of any setoff; but wuntil repaide
fitnancial statements filed or published by the insursr shall
show as a footnote thereto the amount thereof then unpaio
together with any interest thereon accrued but unpaid.

(3) Apy such toan to a mutual insurer shall be subject
to the commissioner's approvals The insurer shalle in
advance of the loans file with the commissioner a statement
of thz purpose of the loan and a copy of the proposed loan
agreemente The 1loan and agreement shall be deemed approved
unless within 15 days after date of such filing the insurer
is notifiad of the commissioner®s disappruval and the
reasons therefor. The commissioner shaltl disapprove any
proposed toan or agreement if he finds the loan s
unnecessary or 2xcessive for the purpose intended or that
the terms of the loan agreement are not fair and equitable
to the partiesy and to other similar lenderss if anyy to the
insurers or that the information so filed by the insursr is
inadequates.

(4} any such loan to a mutual insurer or substantial
nortion thereof shall be repaid by thé insurer when no
longer reasonably necessary for the purpose orijinally
intended. No repayment of such loan shall be made by 3
mutual insurer unless in advance approved by the

commissionera.

{5} This section shall not apply to loans obtained by
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the insurer in ordinary course of business from banks and
other financial institutions or to loans secured by pledge
or mortgage of assets.™

Section 12« Section 33-20-206y MCA,y2 is amended to
read:

*33-20-205« Mortality tables -- policies issued after
operative dates {1} In the case of ordinary poticies issuved
on or after the operative date of this section as defineg
hereins al) adjusted premiums and present values referred to
in this part shall be calculated on the basis of the
commissioner®s 1953 standard ordinary mortality table and
the rate of interest specified in the policy for calculating
cash surrender values and paid-up nonforfeiture benefitsy
provided that?

{a) such rate of interest shall not exceed 3 1/2% per
annums except that a rate of interest not exceeding 4X per
annum may be used for policies issued on or after March 17
1973« 2and prior to July ls 1979y and a rate of interest not
exceeding 5 1/2% a year may be used for policies issued on

or after July le 1979 _and 3 _rate of interest not exceeding

6_1/2% a_year_may be used_for _single premium Yife _insurance

policies _issued on _or sfter July 1. 1981;

{h) for any category of ordinary insurance issued on
female risksy adjusted premiums and present values may be

calculated according to an age not more than 6 years younger
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than the actual age of the insured;

{c) in calculating the present value of any pasid-up
term insurance with accompanying pure endowments if anys
offered as a2 nonforfeiture benefity the rates of mortality
assumed may be not more than those shown in the
commissioner®s 1958 extended term insurance table;

{d) for insurance issued on a substandard basiss the
calculation of any such adjusted premiums and present values
may be based on such cther table of mortality as may be
specified by the company and approved by the commissionere

t2) After July ls 1961+ any insurer may file with the
commissioner a written notice of its eltection to comply with
the provisions of this section after a specified date before
January i+ 1966+ After the filing of such notices then upon
such specified date (which shall be the operative date of
this section for such insurer)s this section shall become
operative with respect to the ordinary policies thereafter
issued by such insurere If an insurer makes no such
electiony the operative date of this section for such
insurer shall be January l, 1966."

Section I3. Effective datee. This act is effective on
passage and approvale.

-End-
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HOUSE BILL NO. 448

INTRODUCED BY NORDTVEDTs VINCENT, WALLIN

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE
ASSEFy-L FABELIF ¥ v-RESEAVEy-ENTFERESFy DEPDSITy-ANB-INVESTMENT
REQUIREMENTS  RELATING TO INSURANCE COMPANIES; AMENDING
SEEFEENS~33-2-581y——33-2-582y--33-2-523y SECTION 33-2-531,
33-2-532y—-33-2=61ty-33~2-821y-33-2~822v-33—2-830v-33-2-832y
33-3-284y-33-3- 431y -ANB-33-20-206y MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DAYEW™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:Z
Sectton-ts-~Section--33-2-58tvy-MEAv-ts-amended-to-reads
833-2-504s--Assets-aliowedn—-in-—any--determination——of

the-—financiat-—condition——of——anm—insurerv——there——shaiti-be

st owed-as-assete-oniy-such-—assere--as—-are--owned-~by-—the
tnsurer-and-whteh-constat-of*
fiy-~cash-tn--the--possession--of--the-—tnsorer-——or-in
transit-under—i ts-controt-and-inctuding-the-true-pbatance—-of
any~depostt-in a-sotvent-bank—or-trust-companyd
tZ2}-—investmentsy--securitiesy--propertiesy--and--toans
scquired-or--hetd--in—saccordance——with~-thits-——code——and-~1n
connection-therewnith-the—following-ttemss
tak-~rnterest-due-or—aceruyed-on-any-bond-or-evidence—of

tndebtedness-which-is-—not-in-default-and-which-is-not-vatued
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on—-a—-basta-inctuding-acerved-interestt
thy--dectared--and-unpaid-dividends-on-stock—-and-shares
untess-such-amount-has-otherwise-peen-astitowed-as——an--assets
tey—interest--dve-or-acerued-upon-as-cottoterat-tean—in
an—amount-not—to-exceed-i-yearis—interest-—thereony
td¥——tneerest-doe—or-acerded--on——depostti——tn--solvent
Panks-—and—-trose--companies——and-tnterest-due-or-accrued-on
other-—assetsy-if-such—itnterest-ra—in-——the——jodgment——of-—the
commisstoner—a-coltiectablie-assert
ted-—interest--due--or-aceruyed-on-a-mortgage-toan-ita-an
amount-not-exceeding-in-any-event-the-amounty—tf-anyvy-of-the
excess-of-the-vatue-of-the-property--tess—-detrnquent—taxes
thereon—-over—the-—oapat+d-—principatv——-in--no——event——shetd
intefest—aeerued-ﬁer—a-period—}a--eseess--of—-ia---enths-—be
atiowed-as-an-assets
{f1--rent--due-or-accrued-on-rest-property—if-soeh-rent
t¥-not-in-arrears-for-more-then-3-months-and-rent-more——than
3-~menths—in--arrears-~-tf-—the--payment--of--sueh--rent--be
adequately-secured-by-preperty--hetd-—-in--the——neme-—of--the
tenant-and-conveyed-to-the-insorer-ss—ceotiaterats
tg9)-—the-—unasccroed--portion-of-taxes-patd-prior—to-the
due-date-on-real-propertyt
t3}--premium—notesy--poticy—toansy--and-——other——potiey
assets--and--+tens--on--potictres--and-~cercificates——of-Fife

rAsurance--and--annotty-—contracts--and-—-aserged-——tnterest
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thereony-—in--an--amount-not—exceeding-the~tegai-reserve-and
other-poticy-trabittties-earried-on-cach-individuat--pofiteyt
t4)-—the—-net-—-amount--of —uncottected—and--deferred
premiums-and-ennuity-consideraticns-in-the—case--of--a--+ife
tnsurert
+5r—-premrums-—tn-—the-course-of-cotieccrionvr-ather~than
for-1ife—tnsurancey—not-more—thsn-3-months—-past--duey--t+ess
commissions-—payabie-thereons-Fhe—foregoing—timitation-shatd
not-apply-to-premiums-payabie-directiy-er-indirectiy-by——the
United-States-government-or-by-any-of-ttas-itnstrumentatittess
t61-—instodtment—premioms— —other--than-—+4ife-insurance
premiums-to-the-—extent--of--the-—uneerned--premium--reserve
carried-on-the-poticy-to-which-premirums-sppiyt
t¥}-——notes—-and——-}ike-written-obltgationi-not-past-doey
toaken-for-premiums-other-than—itfe-- tnsuronce——premiumsy——on
potietes—permitted-to-be-issued-on-sueh-bastar-to-the—extent
of-the-unearned-premiom—reserves-carried-thereont
t83-——the—Ffuil-~amount—-af-rernsurance-recoverable-hy-a
eceding-—-insurer——from-—oa--—-solvent---reitnsurer-—-—and-——which
retnavrante- - authortzed-under-33-2-1205+
+9)-—anounts—-recetvabte——-py---an---assanrng—insurer
fepfesentfng-Funﬁs—u+éhﬁe§e—-by——a—-soivent-—eeﬂing——insufev
wnder-a-rernsor ance-trevtys
t18}-depostts-or—equities-recoverable-fromunderwrtting

associtationiy— syndicatesy—and-reinsarance—fonds-er—-from-any
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suspended-bankinqg-tnstitutronr-to-the-extent-deemed--py—-the
commissioner-—-avairlable—for-the-payment-of-+osses-ana-ciaims
and-at-vatues—to-he-determined-by—himt
tit}-etectronte-data-proces ying-equipment—+f--the--cost
of--such-equipment-is-at-—3east-5$166vy088v~which-cost-shati-be
amertized-in-fuli-over~a-perirod-of-not-to-exceed-18-catendor
yearse-Howevery—with-regard-to—tife-insurersy—such-equipment
shait-be-attowed-as-an-ssset-if-the-cost-of--such-—equipment
i~ —at-—-teast-525y8008y-which-cose—shati-be—amortized-in— fuld
over-a-period-of-not—to-exceed-5——calendar—-year sy—-and--the
amount--of-such-asset-aliowed-may-net-exceed-1i-of-che-teotat
of-the-other-—aliowsble——sasets—-of--the-—-insurers machines

constituring--a--data-—preocesstng--system-or-systemsy-office

equipmenty—forntturey—and-motor-vehictesy—together-with-soch

other-propertyvy-machinesy-and-equipment-as-may--be--approved

by—-—the-—-commissionery--purchased-—before——or——after——fthe

effective-date—of-this—actl-for-use-in-connection——with——the

transactton-—of-the-business-ef-an-tnsurance-companyy-to-the

extent—that-the-vatue-of-aidi—such-praopertyr-depreciated-over

standard-accounting-proceduresy-consttrtotes-not-more—than—i%

of-its-admitted-assetsy

ti24-ati--assetsr-—whether-—-or--not-conststent—with-the
provisions-of—this—sectionv-as-may-be—atiowed--porsvant——te

the--annuai--statement-form-approved-by-the-commissioner—for

-4— HE 448




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0448703

the-kinds-of—insurance-to-be-reported-upon-theretnt
t13)-other-assetsy—not-tneonststent-with-the-provisions
of-+his-sectitony—deemed-by—the—commissioner—to-be-—-avaiiabie
for-——-the-—payment--of--Fosses—and-—ciaimty——at—valdes-to-be
determined-by-hime®
Seetion—its-—Section-33-2-582y—MCAv-te-amended-to-—reads
833-2-502w—--ASSeta-—expressty-not-attoweds~-Iin-addition
to—assets—impltediy-exctuded-by-the-provistoens-of~--33-2-501y
the--foltowing--expressty—-shati-not-be-sttowed-as-assecs-in
any-determination-of-the-financtat-condition-of-an——tnsurers

t1¥-—goodnitity--trade-—namesy-and-other-¥tke-tntangibie

tZ2}--advences—to-afficers-{other——than——podrey——toansiy
whether--secured--or-netyvy-and-advantes-to-employecsiv-agentsy
and-oather—persons—on-personal—securtty-ontyt

t33-—steck-of-such-tnsurery-owned-by-ttvy-or-any--equity
therein-—or—-inans--secured—-thereby-——-or-—-any-——-propertionate
tnterest-—in--such-~-stock-—acquired--or—-—held-—through-——-the
ownershtp-——by——such--itnsurer-ef-sn-interest—in-another—firmy
corporationy-or-business-ontts

tar-—furntturevy-fixteres—{fother-——than--ebectrontec-—data
processtng-—--machtnes-——authortzed---gnder~--33-2-503t 1434y
fornishingsy-— safesy-~-vehictesy-—~-tibrariesy--—stationeryy

titeraturey-—and--sopplies--fother--than-as—auvtheritzed-gnder

33-2-501 i3 }v-excepes
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tat——tn—the-case-of-titte—itmurersy-such-moterioats--asnd
plants--as--the-tnsorer-is—expressiy-avthorized—-to-invest—in
under-33-2-85+y~and
thi—in—the-case-of-any-insorery—such-personal-property
as-the-insorer-ts—permitted-to-held-pursuvent—to--part—-8--of
this-~echapter—eor-——which-——ts-ascquired-through-forectorure—of
ehattei-mortgages-acquired-pursuent-to-33-2-83i-or-which--ts
reasonabiy-—necessary—--for-—the-mointenance—and-operation-of
reat-estate-tawfultiy-acquired-and-hetd-by-the—tnsurer-—-other
than-—real-estate-used-by-it-for-home-officev-branch-officey
and-simttar-pourposest
1+5)--the-amountvy—tf-onyy—by-which--the--aggregate-—-hbook
valoe——of-investments-as—carried-in-the-tedger—assety-of —the
tnsurer-exceeds-the-aggregate—vatve--thereof--as—-determined
under-this-codes®
Section-Zs--Section-—33-2-523y-MCAv~ta-amended-to-reads
®33-2-523zs--Contracts-on—or-after—the-cperative-date-of
33-28-2t3~~—-vatoatiens-—{ti}-Fhis-sectron--shati——-apply--te
oniy--these—-potictes—-~and--contracts-irssued-on-or-after—the
operative-date-of-33-28-2i3y-except-as-othernise-provided-n
33-2-524-For-group--annuity--and —pure--endowment--contracts
t3sged-prior-to-that-dates
{2¥-~Except--as--otherwtse-—provided-—~in-—33—-2~534vy-the
mintmom-standerd-for-the-valuvation-of-ati-sveh-potictes-—-and

contracts——shali-—be--the--commi sstoneris--reserve-vatuation
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methods—defined-tn-33—2-525-and-32-2~526¢3}v-5%5-tnterest-for
greup—-annuetty--and--pure-—endowment ——contracts-~and--3-i2%
tntereat-for-ati-other-such-poticies—and—contracte—or—in—the
ease——of-poticies-and-contractsy-other-than-amuity-and-pure
endowment-contractsr-i3sued-on-or-after-Mareh—tFv—-19F3v--4%
tnterest-for-soeh—potictes-tasued-prior—to-duly-te-£9%S3vy—and
4-iy2%-rnterest—for-such-polietes-issued-on-or-after-Joty-ivy

19¥9vy—and-5-172%-interest-for-singie-premivm—ttfe-insurance

policies-rssued-on-or-after-Juty—ty-198ty-and-the—-following

+abiess
tar-—for-att-ordinary-poiictes—of-Iife-insurance—tssued
on--—the--—standard-—bastay--excluding--any—-disabiirty—-and
acctdentat-—-death——-benefitts——-itn—-—-such---pottctesy-—---the
commisstonerts-—194i-—standard--ordinory-mortatity-table-for
sgeh—--potiectes--t3sued--prror-—to—the-—-operatitve——date—--of
33— 28-206v--as-amendedy—and-the-commrsironeris—1958-standard
ordinary-mortalirety-table-for--such--potitctes-—tssued--on--or
after—that--operative-datey-exeept-that—fer-any-cateqery—of
such-polictes-tssuved-on—femate-—risksv-modified-net——premiums
and-~present-—~valvesyr——referred-to-in-33-2-525-and-33-2-526y
aay—he—calcubatetir-at-the-option—ef-—the--itnsurer——with-—the
approval--of--the--commissionery-aceording-to—an—-age—younger
than-the-actual-age-of-the-insureds
o3-~For-ati-industriat-tife-tnsurance—poticies--r3sved

on-—-the-—-~-standard--bastsy——exetoding——any--drsabidtty-—~and
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accidental——death—benefits-——in—-such—-potreitesy——the-—-1941
standard—industriral-morteatrty-table-for-sueh-podretes—trssuved
prior—-to——the--operative-~date-af-33-20-20¥%v-as—-amendedy-and
the—commrrsionertis—idti-atandard—indostriod-mortatity-—tabte
for-such-potictes-tssued-on-or-after—that-operative-datet
te3-—Ffor—-individuat-—-annurty--—and---pure--endowment
contractsv-excluding-any-—drsabriity--and——-acerdentat——death
penefits———in-——suveh—-poitrctesy-—the--133F--standard-—annutty
mortatity—table—orv——at--the--optton-——of-—the--tnsorery——the
annuity--—mortatity-~—tabde--—for--1945y-—attimetey-—or-—any
modtfication—-of-etther--of——-these--tabies-——approved-—-by—-the
commisstonerd
t+dy-—Ffor——qgroup-—annuity-——and-purs-endowment-contractsy
exctuding-any-disabitity-ond-secidental-—-death-—benefits——in
such--poticiesy——the-grovp-annuity-mortatity-table-for-1951+
any-modtficatiton—of-suveh-table—approved-by-the-commisstonery
ory-at-the-option-of-the-—insurery——any--~of-—the--tables—-or
modtfreations—of-tables-specified-for-tndividvat-annurty-ond
pure—endowment-contractst
ted-——tiy-—For-totati-and-permanent—disabitity-benefitas—in
or-supplementary-to-ordinary-policics-or-contractst
tA—~Ffor-—poticies-—or-—contracts-~-issued--on-—-or-after
Janvary-iv—-1966v-the-taples-of-pertod--2-—disabiement-—-rates
and-——the--1936--¢a-—1958-~-termination-—rotes——of-—the--1952

disabititty-study-of--the--seetety—of-—actuariesvy——with--due
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regard-teo—che—type-of-pbenefits
t83-~for—potirctes-—or-—contracts--issued-—-en——or-after
deansary—tv-196tv-ond-prior-to-Jdeonvary-iv-1966v——etther-—such
tabies--ory--at-—-the--option——of-—the--tnsurery--the-ctass—3
disabtitty-tablte-+19263+-ond
tey-——for-poticies-issued-prior-to-January-tv-196ty--the
cinas-3-disebitity-tapte-$1926%1
ttiy-any-—-sveh~--table--shatiy-~for--active-—Itvesy-——be
combined-with-a-mortatlity—teabie--permitted-—for—-calentating
the-reserves—for—ftfe-rnsuranee-potictesy
tf3~-tt3-Ffor-—--—-seccidentat---death---benefita-—-tn---or
supplementary-to-poticrest
tay-—-for-poticites-t3sued—on—or-sfter-donvary-—tvr— 1966~
the-1955-ncetdentat-death-benefits-tablet
8y -—for—policies-—tssued-on-or-after—donuary-tv—1964y
and-prior-to-Jonvery-ity—1966vy—either-suveh-table-ory——-at--the
optiom—~of--the--insurerv——-the-intercompany-double-indemnicy
mertalrty-tabiet-and
tE}--Ffor-potictes—issued-prior-to-Janvary-tvy-1961iv--the
tntereompany-double-indemnity-mertat ity-tabter
fitr-etther-—table--shali-—-be-combined-with-a-mortatity
toble~-permitted--for——caleuntating——the--reserves—for-—-tife
tnsuronce-poticiess
t91--for-group—tife-insorancer—-tife-insurance—issued-on

the--substandard-—-bosie- -and—-other--apectat--henefitsvy—soneh
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tabies-as-may-be-approved-by-the—commiss toners"

Section 1. Section 33-2-531sy MCAs is amended to read:

"33-2-531. Deposit of reserves ~— domestic life
insurerss. (1) Domestic life insurers shall deposit and
maintain on deposits in securities and assetss with
depositaries and subject to conditions as provided for in
part & of this chapters an amount not less than the reserves
on its outstanding life insurance policies and annuity
contractss as valued under 33-2-521 through 33-2-526.

{2) Annually on or before April le the insurer shall
so deposit any additional such securities reguired under
subsection (1) and related to the increase of such reserves
during the calendar year next precedings as determined from
the insurer®s annual statement as at Becember 31 of such
preceding yeare.

(3) A domestic stock Ulife insurer may credit toward
such deposit the amount of any other deposit of the insurer
held wunder part &6 of this chapter for the protection of its
policyholders or of its policyholders and creditorse

(4) Deposits of the reserves of a domestic life
insurer wunder this section shall consist of securities and
and 8 of this chaptery-exeept—that-securities-aequired-under
33-2-829-are-mot-ettgible—for-depesit.

{5} Real estate wortgage 1oanssy chattel wortgage
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loanss and policy loans may be made 3 part of the deposit by
filing & wverified statement of the loans with the
commissioners which statement shall be subject to asudit at
all times by the commissionere Nonnegotiable securities
where deposited with the commissioner shall be accompanied
by transfer powers in due forme If the insurer uses real
estate acquired under 33-2-832 as a deposits then a deed of
trusts mortgages or oOther instrument sufficient to convey a
security interest in such real estates in 3 form acceptable
to the commissioneres shall be completed in due form and
recorded prior to being deposited with the commissionere.

(&) If default occurs in the payment of interest or
principal of any deposited security and such default
continues for a period of 120 dayss the commissioner may
declare such security no Yonger eligible for deposit under
this section.”

Seetton-én--Section--33-2-532y-MEAv—its-amended-to-reads

“33-2-5322~-VYatuarion-——~of-~-bonds—--deht---securit iesy

f*i-faf-—t%l-bonds—of—ethef—evidenees—ef—debt—huving—a—fixeﬂ
term—and-rate-of-tnterest-hetd-by-an-insurer-mayy-—if--ompty

2e40Fed-~to-—the-—extent--vequired--by--this-code-and-not-in

defauit-as—to-the——payment-—of-——principat--or——interesty—~be

vaived-as-feotltowss

t+1-—tf--purchased-—at-par—or-at-sn-smount-equst-to-the

remstning-unpetd-principai-betancev-at-the-par-votue-or-—the
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rematning--unpatd-—principai-—balancer-together-with-oacerved

interestt

ttt -+ f-purchased-above-or-pelow-pary-on-the--bastrs—--of
the-—purehase-price—adiosted-so—as-to-bring-the-value-ro-par
at-maturitty—and-so-as—to-yietd-in-the-mesntime-the-effective
fate-of—intefest-et—-hieh—the—pufchase-uas;Mﬂdev-or-in-—*ieu
oF--seeh——nethedv-—aeeord;ng--to-—sueh—-aeeepted--method—-of
voatustron-as-is-approved-—by-—the-commisstoners

thi--Purenase—if—purchasedy—the—purchasze—price—shoii-in

no-case-be-taken—at—s—nigher-fiqure-than-the--actual-—market
value-—at-—the--time-~of-—purchasey-—plus——actust-brokeragey
transfervy-—-postagey——or—-—expresas~—cecharges-——patrd-——tn——-the
acquitsition-of-such-securttiess
tet—~datess-otherwisre-provided-by-vatnation-establ ished
or——-approved-—-py-the-commisstonerr-ne—such-secority-shati-be
earried-at-above-the-catt-price—for-the-entire-tssce-~doring
sny-peritod-within—which-the-security-may-be-so-catteds

tdi-—-No-—provisten—-of-—this——subsection--prohibits-—an

tnasgrer-from——vatoing—beonds——or—other-—evidentes——of-—debe

acquired-—in-——a-—bona-—fide--exchonqe——or——pursuant—-to--the

provistens—of-33-2-883f3j-at—the-vralues—established--by-—the

terms——ef-—the-transactionv-Assets-—acquired-in-ony-t-year—by

exchandge-end-valued-in-accordante-—-with—-—the--provisions-——of

this——subseetion——{fiitd}——may-not-exceed-2i-of-the-insurerts

totat-admitted-assers-at—the—end-ef-such-yearr—-except——with
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the-—consent—of-—the-commissionerv-Any-vatue-so-established

for—any-such—-debt-security-heing-ecquired-by-the—insurer-may

not-exceed-the-greater—of-the—market-vatvey-cati-pricey-—-par

vatver-—er-reminina-snpatd-principat-belancey-together—with

acerded-interests-in-additiony-the-valude——of-—the--asset--or

assets-——being-—scquired—by-—the-—insurer-—in——-an-—exchange

agreement-may-not-exceed-the—cost—of-—the--asset——or-—assets

aiven-by-the-insurer-in-the-exchangey adjusted-appropriatedy

for-—-acerval--of-—discount-—~or--amortization-—of-premiuns—tn

excess-of-par-reqarding-—bonds-and-for-poyments—-recerved——in

reduction--of—principai-reqarding-mortqage-toans-or-stmiter

tnstatiment-obitaatitonss

2y --Fhe-commissioner-shald—have-—futi-——diseretiton——in
determintng-—-the--method-——of-catcutoting-values-osccording-to
the-rutesy-qet—Forth—-in-this-sections™

Seetton-Sv——Seetion-3F3—2-61tvr-MEAvy-i3-amended-to--read+

233-72-61tv——DBeficienty-—of—-deposit-~——--revocation——of

eertificates-—if-For-any-resson-Except-as-te—the-depostt—of

respryes——of —d

tie—dirfe-insurers—pursuant-to-33-2-53ty-if

the-morket-velue-of-assets-and-securities-of-an—insurer-heid
en—depostt—in-thits-state-or-in-another-stote—ander—custodial
arrangements—-auvthortzed--by——33-2-604¢t33--fatis-—betonu--the
amount--required--under-thits-code-to-be-so-heldy-the-itnsurer
sheti--promptliy——deposit-—other—--or--additional--ssseta---or

securittes—eligrbie-—~for——depostt——under——this--part-ang-rn
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amount-sofficient-to-cure-sach-deficieneys-—if-~the——inaurer
has--faiied-—-to-—cure-—the-deficiency-within-26-38-days-after
receipt-of-notice-thereof-by-registered--or--certified——maid
from——the--commissionery-——the-commissioner—shald-mayy—in—his
disceretiony--~-forthwith-—revoke suspend———the~—insureris

eertifreate--of —authertty-untid-the-defietency-is-curedy-and

may-—revoke-the-certifirente-of-—adtherityy—-after——-a-—hearing

thereon——purswant-—to--33-2-119{ Hiv-tf-the-deficiency—is-not

cored-within—t-—year=¥

Seetion—b6z--S5ection-33-2-82 tv-MEAvy— it s-amended-to—reads

“33-2-82ts-—iInsurance-—-stockis——-{i}--AN-—insurer--moy
tnvest-in-the-stocks-of ~other-solvent-rnsurers—formed-——under
the-—taws——of——this——or-another—steter-which-stockas—meet-the
opp4+eub¥e-fequife-ents—of-éa—é-8*9—and-33—2-8£91

23 —with-the-commissioneris-consentr——an—insurer——may
acquire-and-hold-the-controtting-interest-in-the-ootstanding
voting--stock-of-snother—stock—inturer-formed-under-the-Faws
of-this-or-another-states-Ati-stecks-under--this—-~-subsection
shati-—be-subject-to-the-timitotion-as-to-amownt-es-provided
tn-33-2-822«8

Section—Fyx—~Section-33-2-822v-MEAv-is-amended-+to-—reads

¥33-2-822w~-Stocks-~——of-————substdrartesv-————Hith-——-the
coOMMTistoner be-consenty—an-trAsurer-may-invese-tn--the--stoeh

of-—tts-—subsidiary-tnsurance-corporation-or—in-the-stock-of
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under——the-laws—of-this-state-and-corporations-necessary-and
or-ineidentat—+to-the-convenirent-aoperation—of-—the-—insurerts
thdrance-—bustness-—or—-to-the-admintstration-of-any-of-its
tnvestmentss—Ati-of—the-——insurerts-—investments--under--this
sectiton——shati-—not-—-at-any—time-—exceed-18X-of-the-investing
tnsorerts-assetsy——For-—the--purposes-—-of--this-—sectiony--o
“subastdrary®-—rs——a-—corporation-of-which-the-insurer-owns-a
majority-of-the-outstanding-shares-of-atd-voting-stocks?
Sectton—Gx—-Section-33-2-830y-MEAv—is-amended-to--reads
%33-7-836v-—Resl--estate-mortgagess—~—tir-An—insurer—may
invest-any-of-tta—funds-itn-bendsy-notesy-or-other—-evidences
of-—indebtedness——which-—are-—secured--by—first-mortgeges—or
deeds-of-trust-upoen—improved-rest-property--tocated—in~--the
dnited--States--or-—Eanada-—or—-which——are--secured-by-firrat
mortgages-or-deeds-of-trust-upon-ieasehoid-estates-having-nn
unexpired-termof-not—3dess-than-2i-yearay-inclosive-—of--the
term-—or~—~terms-whieh-may—~-be-provided-by-enforceapie-optirons
of-renewatv-in-improved-real-property-iocated-itn—the-—dnited
States--or—-Etonadaw——in--ati-cases-the-security—for~rhe-toan
must-be-a—first—tten-apon-auch-reat-propertyy-and-there-must
not-be-any-condititon-or-right-of-reentry-or--forfetrture-—not
tnasred-—againsty——under—whichy—itn-the-ctase-of-real-property
other—than--teasehotdsy—-suvch--tien--can--be--cut--off-——eor
sehordindted——or——otherwizte—disturbed-or-under-whichy—itn-the

ease—of-teasemotdsy—the-insurer-t3-onable--to--continue-—the

~15- HD 448

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i

HB 0443703

tease——in-force—for-the-duration-of-the—toans—Nothing-herein
stait-prohtbit-any-investment-by-reasen-of-the-extstence--of
any—-prror-—tten--for--ground--rentsv—toxesy—assesIMmEnt S y—or
other-simitar-echarges-neot-yet-deHinquents-Fhis-sectton-shatd
not—be-deemed-to-prohidit—investment-in-mortgeges-or-simitar
obltgations-when-made-under—33-2-828+
+23--Simproved-real-estate¥-means-sti-farm--tands--avsed
for-—trttagey—ecropy--pasturer——or—~timberiands—-and-sti-read
estate-—on--which——permanent———improvements—-~saitablte---For
resrdentisiv-—institutionety-~commerciatv-—or-indastriat-ose
are-sttuatedy
$+34-—tai—No——such--moregage ——toan——or-—}oans—-made-——or
ascquired-—by-—an-—thsorer——-on—any-one-aroperty-shatbr-at—the
time-of-itnvestment-by-the-iasurery-exceed-the-targer—of--the
foliowing-anocunts-as—appiitcabies
t+3-—G8%k-of-the-votue-of—the-real-property-or-teasechoid
securing——the-samey-providedy-howevery—if-satd-reat-property
or—feasehoid-consists——of--one-——-or- —two-famity-—resicenttat
propertyy—-96%-of-satd-vatves
titi-the—amsunt—of--any-tnsurence-or-gquacenty-of-soch
toan-by-the-Ynited-States-of-America-or—-by--any--agency—-or
instrumentality-thereoft-or
titti-the--amounts——provided—in-subsection-{fii-heretny
plus—-the-amount-by-which—-the-excess-of-such-ltoan-—-ever--such

ameunt——-ts-—intored-—or--guaranteed- -by-the-tntted-States-of
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America-or-by-any-agency-or~instrumentaliety-thereofs

to3-—in-the-case-of-a-purehase-money-mortgage-given--to
secure-—the--purchase——price-—of—real--estete-—sold--by-the
tnsturery—the-amount-so-oaned-or—invested-shati--not--exceed
the-unpaid-portton-of-—the-purchese-prices

tot——No——sueh-—mortgage——toamor-icans—shati-be-made-or
acquired-by-aninsurer-except-after-an-appraisal-made--by--a
quatified-appraiser—for-the-purpose-of-such—investments

53 ~—Ne-—such-—mortgege-—+toan——made--or-—sequired-by-an
insurer—which-rs-a-participation-or-a-pert-of-—a--sertes—-or
135ue—secured-by-the-same-mortgage-or—deed-of-trust-shadi-be
a-—tawful-——investment-—under-—-this-section-uniess—the-entire
sertes-or-tsstre-which-is-secured-by--the--same--mortgage——or
deed-—of-trust-is-hetd-by-sueh—insurer-or-untess-the-insurer
hetds~a-sentor-participation-in—suech--mortgage--or-~deed——of
trosty--~giving-—tt——substentiediy-—-the—rights-—of-—a—Ffirst
mortgagees

161151~ ~No—mortgage-igan—upon—-a—teasehord-shati-be-made
or-acquired-—pursgant-—-to--this--sectiton-—untess——-the--terms
thereof-—shati--provide-for-amortization-payments-to-be-made
by-the-borrower-on-the-principai-thereof-at-—teast--once—-in
ezeh-—year—-tr—ameunts-sofftetent—compietety-to—amortize—the
toan-within-a-periogd-ef——four-fifths-——of--the-—term—of--the
teasehotdv-itnctustve-of-the-term—which-may-be-provided-by~an

enforceadbie--option--of--renewety—-which-ts—unexpired-at-the
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time—the-toan—ts-mader-but-in—mno-event-exceeding—-35-—yearss

f£6)--An-—insurer——may-itnvest-in-a-note-secured-by-a-new

first-mortgagey-deed-——of-—4rusty--or-—troust—indenture-—upon

improved--rest-——-property-——when-—the-real-property—secures—an

existing-first-mortgagey-deed-—of-trusty—or--trust——itndenture

en—-whieh--the--remintng-principat-hatance-due—and-owing-ts

tess-than-403-of-the-current-appratsed-—vatues—-Fhe——regular

periodic—payment-on-the-new-note-shati-be-in-a-frequency-snd

of--a-——sufficient-—amount——that——wiliy-—upon—payment—of-each

instalimenty-pay-the-original——abliqation——pursvant—teo-—tts

terma-and-amortize-the-new—note-with-its-ternss®

Section-9s--Seetion——-33-2-832y-MEAv-is-amended-to-rends
%33-2-832s—-Real-estotev—An-insurer-may-tnvest—-in—-resl
estate~anty-if-used-for-the--purposes—or-—ecogutred--tn- —the
manners-and-within-the-3limits-as-Foliowss
t1}-—the-tand-and-the-butrid ings-thereon—in-which—tt-has
tts--principal-office-and—such-ether-reni-estate—as—shati-be
requistte-~for-——¢€s-~-convenient---asccommodation-—-tn---the
transsction-—ocf-its-businesss—Except—with—the-consent—of-the
commissionervy-ait-sueh-invesemente-sheti-not-aggregate--more
than-5%-of-the-tnsorerfs-gssetse
tZ2)--reat--estoate--acquired-—-in--satisfacetron-of-toansy
mortgagesy—itensy—judgmentsy-decreesy——or--debts-—previousty
owing-to-the-insurer-in-the-course-of-tts-businesss

t3t--rest-—-esrate--acquired——in--part—-payment-—of--the
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econsideration-on—-the-sate-of-other-resi-estate-owned--ny—-—tt
tF———sueh--—transaction——does—-not-—incresse-—the—insureris
investment-tn-real-estated
thi--real-estate-acquired-by-gift-or—devise-or——throuvgh
mergery—-—consotidationy——or ——putk--retnsurance-—of-—-another
tnsorer-under-thts—codet
t54--the—setteris-interest-in-resi-property-subject-—to
an—--aqreement— of——purchease—or-sates-Fhe-sum—invested—in-ony
such-parcet-of-real-estate--shati-—not--exceed--3683--of--the
mafket-—va+ue——e&-—sueh—pafee*—pfovided—the—ia-e—eonsistsoei
one—-or-two-famity-—restdentiai--property--and--863--of- -the
morket-vatue-of-ati-other-such-parceta-of-resi-eatotes
£6)-—reat-—estote-—or-—-any-interest-therern—acquired-or
neld-by-porchasey-——teasey-——or--otherwises——other——than-—real
estate-to-be-uaed-primarity—Ffor-agricutturatv-ranchy-minings
development--of ——oti-——eor--minerot——-resourcesy—-recreationaty
amisementr-or-ctub-purposesy-acquired-as—-an——investment--for
the—--product ton——of——income——or-—acquoired--to-be-improved-or
deveioped--for--such-~tnvestment —-purposes--pursusnt-—to-——an
extsting--program—therefers——fhe-insuvrer—may—holdy—itmprovey
deveinpy—matntaing-managev--teasey—~seity—-and--convey--resnl
estate-—acquired-—by-—tt—-onder——this-provistonv——Am insorer
shati-nety-except—with-the—commissioneris-consenty——have-—at
any--one--time-itnvested-in-reat-estate—under-this-subsection

an—amount-ewceeding-5%-158-10%-of—its-assetyy
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t#3--addiviomat-real-estate-and-equipment--incident--to
reddi--estate——if--necessary-or-convenient-for-the-purpese-of
enhancing-the-sate-or-other-vatue-of-reat-estote-—previousty
sequired-——or-hetd-by-the-insurer-under-subsectrons—{t23r-£31y
t4)v-or—to)-of-this-sections-Such-reat-estate-and--equipment
shaii--be-—-inciudedy-—-together-—-with-the-reat-estote-for-the
eahaneenent-oF—nhéeh—ft--as—aequiredv--io;-—the-—purpose—-of
appticablte-~-investment-—timirts-—and--shat--be--subject—-to
disposal-at-the-same-time-and-under-the-same--condttions--as
applyitng—-to-such-enhanced-reat—estate-under—33—2-84ky

t84-—except——with--the-commissioneris-consenty-ati-rent
estate-owned-by-~the-thsurer-under—this-sectiony--except--for

real--estate-sequired-according-te-subsection—{2)-and-execept

as-to-setterta-interest-specifired-tn—sudsectron--¢5y--shatd
not--at--any--one--time——exceed-198-254-15%-of-the-insurerts
assetse™

SEEFEAN-10a-~SEETFON-33-3-2 61y ~MEAY—FS—AMENDEB-FE-READS

233-3-20tv--Eincorporations—--tiy-Fhis-sectiron—appites—te
stock-and-mutuad-tnsurers——~hereafter——itncorporated——in-—this
stotew

2t——Five-—or--more——individualsy-none—of-whesm—are—tess
than-i8-years—af-agevr-may-incorperate-a-stock—insurers—-fen
or--more--of -—such--itndividunsts--msy--incorporote--a--mutual
tnsarerv-it-teast-a-majortty-of-the-tncorporators——shatt——be

ettitzens-—of-—the——bnited-Seatesv—At-teast-o-majority-of-the
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trcorporators-shalt-be-residents-of-this-stater
t33--¥he-—incorporators——shali--execote-—artictes---of
thcorporation--—tn-—--quadrupiicate—--and--acknowtedge-—-thetr
execgtion—thereof-tn-the-same-manner-as-provided-by-toaw——for
the--aeknoniedgment——-of-deedsr-Fhe-aretetes-of-tneorporation
shati-atate-the-purpose—for-—which-the-corporation—-ts-—formed
and-shatt-showt
tay--the-name-of-the-corporations-if-a-mutuaty-the-word
Smptuat¥--must-be-a-part-of -the-namev-An-atternattve-noane-or
names-may-be-specifited-—for--uwse——itn-—jurtsdictions-—wherein
econfiict--—of-~-name---with---that--ef--another--insurer-—or
ergantzatron-might-otherwise—prevent--the--corporation——from
netrng-adthortzed-to-transact—tnasurance-thereins
thi-~the—-duration--ef--its--extstencer--which--may—--be
perpetueads
te}--the—kinds-of-insurancevy-as-def ined-itn—-—this--codey
which-the-corporation-ts-formed-to-transacty
tdy-~tf-—a-—stock--corperationy~-rts-authorized-capitat

stocky and the-number-of-shares-of-commen-stock-~rato-——which

divtdedyas——-Fhese-~shares-—-shati--pe~--t3sued--as--provided—in

35-1-68iy-except—that-the-par-vatlue-of-any-ctass-——shati--not

pe-dess—than-$it-the-par-vatue-of-cach-sueh-sharevr-whith-par

vatue-—snati--pe--at--teast--$tv-Shares-withovt-par-value-or
other—than-one-class—of —vottng-common——stock——-shald--mot-—be

authorrzedv—-Fhe-artredes-af-ineorporation-may-timit-or-deny

-2i- HB 448

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

2%

HE 0448703

present-or-future—stecikhotders-—preemptive——or-—-preferential
rights-——te—acquire-additionat-i3sves-of-the-stoekr-or-denday
debenturesy-or-other-obtigattons-convertibie-itnto-stocky——of
the- -corporatieny—-subject-to-the-taws-of-Mentana-fixing-the
required--representatien--and--propertion———of-——sutstanding
capttat--stock--required-—to-—be-—-represented-and-votedy-for
specified-——actiony-—at--any——snd--ati-—-corporate—-—meetingsy
etectionsy—votesvy-or-consent-procesdingss
ted-—itf-—a--scoek--corporationy——the—extenty-if-onyvy-to
which-shares-of-its-stock-are-subject-to-sssessmentt
tf¥-—if-a-—stock--carporatieny-~the-—number—-sf——~shares
subscribedy—if-anyy-by-ecach-tncorporatert
tg9i--tf--s--mutuost--corporationy-the-maxtmum-centingent
rtabitrey-of-tts-membersy-other--than--as--te——nonassessable
polictesy——feor-payment-of-losses—and-expenses-incurrede—Such
Hiapittty-shati~be-stated-in-the-artictes—-of——-incorporation
but--shatt-—not-—-be-tess~than—ene-or-more—than-six-times—the
premitom—for-the-memberts-policy-at-the-annual-—prestum- —rate
for-a-termof-i-years
thr-——the-minimumy-not-tess-than-Sy-and~the-maximumy-not
more~-than--2iv-nomber-of-directers-nho-shali-constitute-the
beard-~of--drrectors--and--conduct-~the--~affatrrs——-af---the
corporattont-~-alsor--the--namesy-addressesy-and-termy-of -the
members-of-the-inttitat--board-—of--directorss-——-Fne--term--of

offtce-~of--inttrai-~drrectors--shali-be-for-not-more—-thon-1
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year—-after-the-date-of-incorporstions
tti-~the-name-of-the-countyv-and——the--cttyv——towny—--or
place——within-—the--countyr—tn-which-its-—principat-office-or
prinetpat-pltace—ef-business-itas-to-bve-tocated—in-this--statet
t3f-—such--other-provrsionsy-not-tnconstastent-with-+awy
deemed-appropriate-py-the-tncorporatorst
thi-—the—-meme--——and---res idence-—--address-——of —-each
tneorporator-and-the-citizenship—-of -each-inecorporator-who-is
not-a~citizen—of-the-bnited-5Stntess”
Section-tits-—-5S5ectron-33-3-43ty-MNEAvy-ts-amended-to-reads
%33-3-43tn--Borrowed-—surptusyr——{i}-A-domestic-stock-or
motval-insurer-may-borrow-maney-to-defray-—the--expenses--of
tes--organtzattony-provide-it-with-surplos-fundsy-or-fer-any
purpose—of-tts-Businesay—upon-a-wrrtten—agreement-that——soch
money--t3——-reqotred-—to—-be-repatd-onty-out-of-the-insurertis
serplos-in-exeess-of-that-stipulated-in-soch-agreements—-Fhe
agreement-—may--provide-—for-—tnterest--not-exceeding-s2-per

anndm~the—anocunt-provided-tn-3i-t~16Fv-which-tnterest—shatl

or-shati-not-constitute—a-+iodbid ity-of-the-itnsorer-as-to-its
fonds-—other—~than--such-excess-of-sorpivsr-as-stipulated-in
the-agreementy No-commission—or-promotion-expense-—shatd-——e
pard-in-connection-witth-any-such-roane
t2}-——Money--so-~-borrowedy—-together--with--the-interest
thereon—if-30-5tipuiated-in-the-agreementy-shali-not-form——sa

part--of--the—insureris——tegal-tiahitittes-except-as-to-its
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surplros—tn-exeess—of-the-amount-thereof--stipotated——tn--the
agreement—or—be-the-basis—of-eny-setofft-bat-untti-repaidy
financial-statementa-fited-ar-pubttsired-by-the—insorer-shatd
show-eas-a-footnote-thereto-the—amount——thereof--then--unpaid
together-with-any-interest-thereon-acerved-bot-unpatrds
£33——Any-such-toan—-to-a-muotust-insurer-shati-be—-subject
to--the-——commissionerts——approvatr——Fhe-—-tnsurer-—shaitvy--in
advance-of-the-teany-fite-with-the-commiestoner—a-—statement
of—-the--purpose—of-the-loan—ond-oa-copy—eof-the-proposed-toan
agreementr-fhe-tosn-asnd-oagreement—shati-be--deemed--approved
untess-—within—i5-days—after-date—of-such-fiting-the-tnsurer
ts--notified-—of-—the—commiasioneris-—disapprovel——and--the
reasons-—thereforvr——The--commirssioner—-shati--disapprove-any
proposed—Jdoan-—er—-agreement—if--he——finds—-the-—toan---t3
unnecessary-—oar——excessive——for-the-purpoese—intended-or-that
the-terms-of —the—toan-agreement—are-not-fotr--and--equiteabie
to-the-partiesy-ond-te-other-simtiar-tendersy-if-anyy-to-the
tasurervy—-or—that—the—information—so-fited-by-—the-itnsurer—ts
tnadequates
+43-—-Any-such—-toan-to-a-motuet-insurer—or—~substantiad
portion——~thereof-—-shati-—~be--repatd——by--the-itnsurer-when-no
onger--ressonabiy--necessary-~for--the—-purpose--ortginatty

tntendeds—~No-—repayment-—of-——such——toan-—shati-be-made-by v

mutuat--trnsurer-—untess-—-in-—-advance---approved--—by-~-cHe
commissionery
-4~ H3 448
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t5r--Fhis—~seceion-shalli-not-sppiy—to-toans—obrained-by
the—insurer—-tn-ordinary-course-of-busriness——from——baniks--and
other-—financial-—tnstitutiona-er-to-toans-secured-by-pledge
or-mortgage-of-assetsy”
Section-tZ2s--Secetton——33-28-206y——HEAy-—t3-—amended--to
reads
“33-28-2663——Mortelity--tables-—-~—potlictes-issued-after
operative-dates--ti}-in-the-case-of-ordinary-poticies-tssued
on—-or-after-the-operative-date—of-this--section—-as--defined
hereiny-ati-adjusted-premiams—and-present—values—referred-to
tr-—this--part-—shai}--be--cotcutated--on--the--basis-of-the
commrastenerts-1958-standord-ordinary-—mortatity--table--and
the-rate-of-interest—apecified-in-the-poticy—for-cateutsting
eosh--snrrender—-vatves—-and-paid-up-nonferfeiture-benefitay
provided-that?
tat--such-rete-of-interest-shali-not-exceed-3-1y24--per
annumy--except--that-a-rate-of-interest—not-exceeding-4%-per
annum-may-be-wvsed-for—potictes-iasued-on-er—after-Harch--1¥y
19¥3v--and-prior-to-duiy-tv-19F9v—ond-a-rate-of - interest-not
exceeding—5-i72 ¥-a-year—may-be-used-for-poitcies--tssped-—on

or—-after—dulty-1+v-19¥9y-and-a-rate-of-interest-net-exceeding

6-if2N-s-year—-may-be—vaed-for—-asingle—premtum—tife--insurance

poticies—tssuved-on-or-after-doty—-ir-198++

tby-—for--any--category-of-ordinar y-insorance—issged—on

femate-riskasvy-adygated-premruns-and-present——-vatues-—-may-—be
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eatcotated-according-to-an-age-not-more—-than—6- years—yoanger
than-the-actusd-age-of-the-insureds
te}--tn--ecatcutating--the--present-vatuwe-of-any-patrd-up
term—iasurance-with-accompanying—pure——endowmenty-—if-—-anyy
offered--as--a-nonforfetture-benefity—the-rates-of-mortatity
assumed--may-—be--not--more—~than-—-those---shown---tn-—-the
commissioneris-1558-extended-term-insurance—tabtet
tdr-—Ffor-—insaurance-—tesued-on-a-substandard-dastsy~the
calculation- of-any-such-sdjusted-premiums-and-present-valoes
may—-be-bssed-on-spch-other-tabte—of--mortaitty-—as——may—-be
spetified——by--the-company-and-spproved-by-the-commissioners
t23--Afeer-doly-ty—-196tv-any-insurer-may—fite-with—-the
cammrssyoner-a-written-notice-of—jts—election-to—comply-with
the—provisioﬂs—oF-thés-seetion;aFter-a—speefffeﬂ-deee-beiere
Jonuary—ty-1966as——After-the-ftiitng-of-such-noticer—then—opon
sueh--specified——date——-{whrich-shatl-be-the-operative-date—of
thits—section-for-spch~tnsureryvy- this--section—-shaii-—pbecome
eperative-—with——respeect—to-the-ordinary-policies—thereafter
tasged-——by-—such--tAsurers——if——an——insurer—-makes-—-no-—sueh
etectiony——the--operative-——date--of--this—-sectiron--for—-such
irsurer-shalt-be—danvary—tvy—1966w*
Section 2. Effective date. This act is effective on
passage and approvale

-End-
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SENATE STANDING COMMITTEE REPORT
(Business and Industry)

That House Bill No. 448 be amended as follows:

1. Title, line 5.

Following: 1line 4

Strike: "ASSET, LIABILITY, RESERVE, INTEREST,"
Following: "DEPOSIT"

Strike: ", AND INVESTMENT"

2. Title, line 7.

Following: 1line 6

Strike: "SECTIONS 33-2-56%7 33-2-502, 33-2-523,"
Insert: "SECTION"

Following: "33-2-531,"

Strike: "33-2-532"

3. Title, lines 8 and 9.
Following: line 7
Strike: all of line 8 through "33-20-206, " on line 9

4. Page 5, line 6 thraugh line 1 on page 10.
Strike: Sections 1 and 2 in their entirety.
Renumber: subsequent sections

5. Page 11, line 17 through line 20 on page 26.
Strike: sections 4 through 12 in their entirety.
Renumber: subsequent sections

26,

1981



