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BILL ND. 27_32

INTRNDUCED BY

A BILL FOR AN ACT ENTITLED: WAN ACT AUTHORIZING CREATION OF
INSURANCE PREMIUNM FINANCE COMPANIES; PROVIDING FOR LICENSESe
FEESe AND RENEWALS;S PROVIDING FOR INVESTIGATION oF
APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSION COF
LICENSES; REQUIRING MAINTENANCE OF RECORDS; PROVIDING FOR
THE CONTENTy FORMy AND DELIVERY OF PREMIUM FINANCE
AGREEMENTS; ESTABLISHING METHODS OF COMPUTING CHARGES;
REGULATING DELINQUENCY CHARGES; PROVIDING FOR CANCELLATION
UPON DEFAULT; REQUIRING RETURN OF UNEARNED PREMIUMS; AND

PROVIDING FOR SECURITY INTEREST.®

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

Section 1, Short titlee [This act] may be cited as the
®=Insurance Premium Finance Company Act¥,

Section 2. Definitionse As wused in ([thls act]e the
following definitions apply:

(1} “Insurance premium finance company™ means a person
engaged in the business of entering into premiue finance
agreements with insureds or of acquiring such premium
finance agreements from insurance 2qentses brokerse or other
premium finance companiese

{(2) "Licensee" means & premium finance company holding
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a license issued by the commissioner under [this act].

{(3) ™Premium finance agreement® means an agreement by
which an insured or prospective insured promises to pay to a
premium finance company the amount advanced or to be
advanced under the agreement to anr insurer or to an
insurance agent or broker in payment of presiums on an
insurance contracts together with a service charge as
authorized by [this act]e and as security therefor the
insurance premiuysm finance company receives an assignment of
the unearned premiums

Section 3. License -~ required -- fee -~ renewal of
licensees {1) Except as provided in subsection (4)s 00 person
may engage in the business of financing insurance premiums
without first having obtained a license as a premium finance
company from the commissioner. ANy person who engages in the
business of financing insurance premiums in the state
without obtaining 28 license as provided under [this act] ise
upon convictiony quilty of a misdemeanore

{2) The annual 1license fee is $100s A Vlicense may be
renewed as of January 1 each yeare upon payment of the fee
of $100. The license fee shall be paid to the commissioners

(3} The perscen to whom the 1license or the renewal
thereof is issued shall file sworn answerss subject to the
penalties of perjurys to such interrogatories as the

commissioner may requires The commissioner mays at any times

2. INTRODUCED BILL
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require the applicant fully to disclose the identity of all
stockholdersy partnersy cfficersy and employeesy and he mays
in his discretions refuse to issue or renew 3 license in the
name of any firmes partnerships or corporation if he is not
satisfied that any officery employeey stockhclders or
partner thereof who may materially influence the applicant's
conduct meets the standards of [this act]e

(4) No person other than a savings and 1oan
associationy banky trust companys or lticensed sates finance
companyy <redit uniony or resident insurance agent whoy
within 15 days after entering ints an insurance premium
finance agreementy transfers the agreement to a licensee or
to any of the organizatidns exempt under this subsection may
engage in tha business of entering intos acquiringy or
holding insurance premius finance agreements unless licensed
tc do so by the commissioners

Section 4. Investigation of applicant -
gualifications -- hearinge {1} Upon the filting of an
application and the payment of the license fee, the
commissioner shall make an Investigation of each applicant
and shall issue a premium finance company license if the
applicant is gqualified in accordance with [this act]s If the
commissioner does not so finds he shall within 30 days after
he has vreceived the applicationr at the request of the

applticants give the applicant a full hearinge.
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{2) The commissioner shall issue or renew a ticense as
may be app¥ied fer when he is satisfied that the person te
be Yicensed:

{a} is competent and trustworthy and intends to act in
good falth in the capacity involved by fhe license applied
for;

f{b) has a gqood business rveputation and has had
experiencey trainings or education so as to be qualified in
the business for which the license is applied for; and

{c) if a corporations is a corporation incorporated
under the laws of +the state or a fereign corporation
authorized to transact business in the state.

Section S5« license revocation --— SUsSpensione The
commissioner wmay revoke ar suspend the license of a premium
finance company when and if after investigation it appears
to the commissioner that:

(1) a 1license issued to the company was obtained by
fraud;

(2) there was misrepresentation in the application for
the Yicenses

{3) the holder of the license has otherwise shouwn
himself untrustworthy or incompetent to act as a premiunm
finance companyi or :

{4) the company has violated any provisions of [this

act}s
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Section 6+ Records required of licensees —— forg --
inspectione (1} Every premium finance company shall maintain
records of its premium finance transactionss and the records
shall be open to examination and investigation by the
commissioners The commissioner may at any time require the
company to bring such records as he may direct to the
commissioner's office for examinations

{2) Every premium finance company shall preserve its
records of premium finance transactions for at least 3 years
after making the final entry in respect to any premium
finance agreemente The records may be preserved in
photographic forme

Section 7+ Premium finance agreements -~ contents -—-
form ~- deliverye {1} A premium finance agreement shall:

{a} be datedy signed by the insured or by any person
authorized in writing to act in behalf of the insureds and
the printed portion thereof shall be In at least 8-point
type;

(b} contain the name and placer of bﬁsiness of the
insurance agent negetiating the related insurance policys
the name and residence or the place of business of the
insured as specified by hims the name and place of business
of the premium finance company to which payments are to be
madey and a description of the insurance policies inveolved

and the amount of the premium therefor; and

-

L - 18] HPWwON

]

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

25

LC 2046/01

(c) set forth when applicables

{i) the total amount of the premiums;

{i1) the amount of the downpayment;

{tii) the principal balance {the difference between the
items enumerated in subsections (l}(c}{i) and (1)(chlii});

{iv] the amount of the service charge;

{¥) the balance payable by the insured (the sSum of the
items enumerated in subsections (l)(c)(iii} and (1){c){iv));
and

{vi) the number of installments requiredy the amount of
each installment expressed in dollarss and the due date or
period thereof.

{2) The items Set out in subsection (1){c) need not be
stated in the sequence or order in which they appear in that
subsections and additional items may be included to explain
the computations made in determining the amount to be paid
by the insured.

{3) The information required by subsection (1) mway
only he required ip the initial agreement if the premium
finance company and the insured enter iInto an open end
credit transactions which is defined as a plan prescribing
the terms of credit transactions that may be made thereunder
from time to time and under the terms of which a finance
charge may be computed on the outstanding unpaid balance

from time to time thereundera

~ SB a37
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(4) The premium finance company or the insurance agent
shall delliver to the insured or mall to him at his address
shown in the agreement a complete copy of the agreements.

Section 8« Charges for premium financing regulated —--
method of computations (1) A premium finance company may not
chargey contract fors receives or collect a service charge
other than as permitted by [this act]a

{2) The service charge must be computed on the balance
of the premiums due (after subtracting the down payment made
by the Insured in accordance with the premium finance
agreement) from the effective date of the insurance coverage
for which the premiums are being advanced to and including
the date when the final paysent of the presium finance
agreement is payables

{3} The service charge may not exceed interest at the
nominal annual rate of 21%, plus an additicnal charge of
$12450 per premium finance agreement which need not be
refunded upon cancellation or prepayment.

{4) An insured may prepay his premium Ffinance
agreement in full at any time prior to the due date of the
final payment and in such event the unearned service charge
shall be refunded. The amount of any such refund #sust be
calculated in accordance with the rule commonly known as the
*rule of 78" and shall represent at Jleast as great a

proportion of the service chargey If anyy as the sum of the
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periodic balances after the wmonth in which prepayment is
made bears to the sum of 811 periodic balances under the
schedule of payments In the agreemente.

Section 9« Gelinguency charges regulateds (L) A
premium finance agreement may pravide for the payment by the
insured of a delinquency charge of $i to a maximum of 5% of
the delinguent installment but not to exceed 35 on any
instaliment that is in default for 5 days ol moree

{2} If the default results in the cancellation of any
insurance contract listed in the agreementy the agreement
may provide for payment by the Insured of a cancellation
charge equal to the difference between any delinquency
charge or default charge imposed with respect to the
installment in default and $5« A premium finance agreement
may also provide for the payment of attorney®s fees and
court <costs If the agreement is5 referred for collection to
an attorney not a salaried employee of the insurance premium
finance companys

Section 10« Cancellation of insurance upon defaulte
(1) when a premium finance agreement contains a power of
attorney or other authority enabling the insurance premium
finance company to cancel any insurance contract listed in
the agreements the insurance contract or contracts wmway not
be canceled by the premium finance company unless such

cancellation is effectuated in accordance with this sectione

et
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(2} Not less than 10 days' written notice wust bhe
mailed to the insured setting forth the intent of the
insurance premium finance company to <cancel! the insurance
contract unless the default is cured prior to the date
stated in the notice. The insurance agent or broker
indicated on the premium finance aqreement shall also be
mailed 10 days" notice of this action.

{3) Pursuant to the power of attorney or other
authority referred to abovey the insurance premium finance
company may cancel on behalf of the insured by mailing to
the insurer written notice stating when <thereafter the
cancellation shall be effectives and the insurance contract
shall be canceled as If such notice of cancellation had been
submitted by the insured himself but without reguiring the
return of the insurance contracte If the insurer or its
agent does not provide the insurance premium finance company
with a specific m2iling address for the purpose of receipt
of the above notices mailing by the insurance premium
finance company to the insurer at the address that is on
file and of record with the commissioner is cansidered
sufficient notice under this sectione The Insurance premium
finance company shall also mail a notice of canceliation to
the insured at his last-known address and to the insurance
agent or broker indicated on the premium finance agreements

{4) Al statutory, regulatoryy and contractual
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restrictions providing that the insurance contract may not
be canceled unless notice is given to a governmental agencys
mortgageey or other third party apply whenever cancellation
is effected under the provisions of this section. The
insurer shall give the prescribed notice in behalf of itself
or the insured ¢to any governmental agencys mortgagees or
other third party on or before the second business day after
the day it receives the anotice of cancellation from the
premium finance company and shall determine the effective
date of cancellation taking into consideration the number of
days® notice required to complete the cancellation.

Section 11« Return of unearned premiumss (1) Whenever
a financed Insurance contract is canceleds the insurer shall
return whatever gross unearned premiums are due under the
insurance contract to the premium finance company for the
account of the insured or insuredse

{2) If the crediting of the return premiums ta the
account of the insured results in a surplus over the amount
due from the insureds the premium finance company shall
refund the excess to the insureds except that no refund is
required If such excess amounts to less than $la

Section 12. Agreement effective as security interesta
No filing of the premium finance agreement or recording of a
premiuom finance transaction shall be necessary to perfect

the wvalidlty of the agreement 3s 2 secured transaction as

- S8 K37
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against creditorsy subsequent purchasersy rledgeesy
encumbrancersy SuUCCessorsy or assignse

Sacticn 13« Codification instructione Sections 1
through 12 are intended to be codified as an integral part
of Title 33y and the provisions of Title 33 apply to
sections 1 through 12«

~End-
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Approved by Committee

on Business and Industry

SENATE BILL NO. 239

INTRODUCED BY HAZELBAKER

A BTLL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING CREATION OF
INSURANCE PREMIUM FINANCE {OMPANIES; PROVIDING FOR LICENSESs
FEESs AND RENEWALSS PROVIDING FOR INVESTIGATION DF
APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSION OF
LICENSES: REQUIRING MAINTENANCE OF RECORDS; "PROVIDING FOR
THE CONYENT, FIRMy AND DELIVERY OF PREMIUM FINANCE
AGREEMENTS; ESTABLISHING METHODS OF COMPUTING CHARGES;
REGULATING DELINQUENCY CHARGES: PROVIDING FOR CANCELLATION
UPON DEFAULT; REQUIRING RETURN OF UNSARNED PREMIUMS; AND

PROVIDING FOR SECURITY INTEREST.™

RE 1T ENACTED BY THE LEGISLATURE OF THE STATE JF MONTANA:

Section l. Short titles [This act] may be cited as the
“Insurance Premium Finance Company Act™.

Section 2. Definitions. As wused in {this act}y the
following definitions apply:

{1} *Insurance premjum finance company® means a person
engaged in the husiness of entering into pramium Finance
adreements with insureds or of acquiring such premium
finance agreements from insurance agentss brokerse or other
cremium finance companiess

{2) “Licensee" means a3 premium finance company holding
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a license issued by the commissioner under [this act]e

(2} “Premium finance agreement™ means an agreement by
which an insured ar praspective insured promises to pay to a
premium finance company the amount advanced or to bde
advanced under the agreement to an  insurer or to an
insurance agent or broker in payment of premjiums on an
insurance contracts together with a service charge as
authorized by {this act]s and as security therefor the
insurance premjum finance company receives an assigament of
the unearned premiums

Section 3. License -- required — fee - renewal of
Ticensees (l) Fxcept as provided in Subsection (4)s+ no person
may engage in the business of financing insurance premiums
without First having obtained a license as a premium finance
company From the commissSioner. Any person who engages in the
business of financing insurance premiums in the state
withgut obtaining a license as provided under [this act] 15,
upon convictions quilty of a misdemeanor.

{2) The annual 1license fee is $100. 4 license may be
renewed as of January 1 each years upon payment of the fee
of $100. The license fee shall be paid to the commissioner.

{3) The person to whomn the lijcense or the renemal
thereof is issued shall file sworn answersy Subject to the
penaltias of perjurys to such interrogatories as the

commissioner may reguire« The commissioner mays at oany times

-2~ $B 239
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require the applicant Fully to disclose the identity of all
stockholdersy partnerss officerss and employees) and he maye
in his discretions refuse to issue or renew a license in the
name of any firme partnerships or corporation if he is not
satisfied that any officers employees stockholdere or
partner thereof who may materially influence the applicant’s
conduyct meets the standards of [ this actj}.

" {4) No person other than a savings and loan
associations banky trust companys or licensed sotes finance
companys credit uniony oOr resident insurance agent whaos
within 15 days after entering into an insurance premium
finance agreements transfers the agreement to a licensee or
to any of the organizations exempt under this subsection may
engage in the bhusiness of entering intoy acquirings ar
holding insurance premium finance agreements undless licensed
to do s0 by the commissioners

Section 4. Investigation of applicant -
gualifications ~- hearings (1) Upon the filing of an
application and the payment of the license Ffees the
commissioner shall. make an investigation of ecach applicant
ant” shal) issue’ & 'premium fiance company license if the
applicant is qualified in accordance with [tiris act]e If the
commissioner does not so finde he shall within 36 days 3fter
he has received the applicationy at the request of the

applicant, give the applicant 2 full hearinge.
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(2} The commissioner shall issue or renew a license as
may be applied for when he is satisfied that the person to
be licensed:

fal is competent and trustworthy and intends to act in
good  faith im the capacity involved by the license applied
fors

[b}) has a good business reputation and has hid
experiences trainings or education S0 as to be qualified in
the business for which the license is applied for; and

(c) if & corparations is a corporation incorporated
under the laws of the state or a faoreign corporation
authorized to transact business in the state.

Section 5. License revocation -- SuUsSpensione The
commissioner may revoke or suspend the license of a premium
finance company when and if after investigation it appears
to the commissioner that:

(1) & licease issued to the company wos obtained by

“fraud;

(2) there was misrepresentation in the application for
the license;

{3) the holder of the license has otherwise shown
nimself untrustworthy or incompetent to act as a premium
finance company; or

{#) the company has violated any provisiens of [this

act e

. 58 239
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Section 6. Records required of licensees -- form -—
inspection. (1) Every premium finance company shall maintain
records of its premium finance transactionsy and the records
shall be open to examination and investigation by the
commissioners The commissioner may at any time require the
company to bring such records as he may direct to the
commissioner's office for exawminatione

(2) Ewvery premium finance company Shall preserve its
records of premium finance transactions For at least 3 years
after making the final entry i1n respect to any premium
finance agreament. The records may be preserved in
photegraphic forme

Section 7. Premium finance agreéments -- contents --—
form -~ deliverye {1) % premium finance agreement shall:

{a) be dateds signed by the insured or by any person
authorized in writing to act in behalf of the insureds and
the printed portion thereof shall be In at least 8-point
types

(b} contain the name and place of business of the
insurance agent negotiating the related insurance policys
the name and residence or the place of business of the
insured as specified by himy the name and place of business
cf the premium finance company to which payments are to bhe
mades and a description of the insurance policies involved

and the amount of the premium therefor; and

-5 $38 239
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{c) set Forth when applicable:

(i} the total amount of the premiums;

(ii) the amount of the downpayment;

{iii) the principal balance (the difference hetween the
items enumerated in subsections (1)}({c)(i) and (Lly(c){iid};

{iv]} the amount of the service charge;

{v] ‘the balance payable by the insured (the sum of the
items enumerated in subsections (1){c)(iii) and (l)(cH{iv))s
and

(vi) the number of installiments requireds the amount of
each installment expressed in dollarse and the due date aor
period thereof.

{2) The items set out in subsection (l}{c} neeu not be
stated in the sequence or order in which they appear in that
subsections and additional items may be included to explain
the computations made iIn determining the amount to be paid
by the tnsured.

(3} The information required by subsection {1} may
only be reguired in the initial agreement if the premium
finance company and the insured enter into an open end
credit transactions which is defined as & plan prescribing
the terms of credit transactions that may be made thercunder
from time to time and uwnder the terms of which a finance
charie may be computed on the cutstanding unhaid balance

from time to time thereunders

—fe SR 239"
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(4} The premium finance company or the insurance agent
shall deliver to the insured or mait) to him at his address
shown in the agreement a complete copy of the agreement.

Section Be Charges for premium financing regulated --
method of computation. (1} A premium finance company may not
charqgey contract fors receives or collect 3 service charge
other than as permitted by [this act].

{2} The service charge myst be computed on the balance
of the premiums due (after subtracting the down payment made
by the insured in accordance with the premium finance
agreement) From the effective date of the insurance “overage
for which the premiums are being advanced to and including
the date when the final payment of the premium finance
agreement is payables

{3) Fhe NOTWITHSTANDING AMY OTHER__PROVISION OF LAny

THE service charge may not exceed interest at the nominal
annual rate of 213+ plus an additional charge of ¥12.50 per
premium finance agreement which need not be refunded upon
cancellation or prepayment.

{%)- An .insured may prepay his premi um finance
agreesent in- fGTl ‘at any time prior to the due date of the
final payment and in such event the unearned service charge
shall be refundeds Fhe amount of any such refund must be

calculated in accordance with the rule commonly known as the

"rule of 78" and shall represent at Jeast as great a
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praportion of the service chargey if anys as the sun of the
periodic balances after the month in which prepayment is
made bears to the sum of all perioadic bhalances under the
schedule of payments in the agreement.

Section %. Delinguency charges regulated. (1) A
premium finance agreement may provide for the payment by the
insured of a delinquency charge of $1 to a maximum of 5% of
the delinquent installment but not to exceed $5 on  any
instaliment that 5 in default for 2 days or more.

(2) If the default results in the cancellation of any
insurance contract listed in the agreementy the agresment
may provide for payment by the insured of a cancellation
charge equal to the difference between any delinquency
charge or default charge imposed with respect to the
installment in default and $5. A premium finance agreement
may also provide for the payment of attarney's fees and
court costs if the agreement is referred for collection to
an attorney not a salaried employee of the insurance premium
finance companye

Saction 10s Cancellation of insurance upon defaulte
{1} When a premium finance agreement contains a powar of
attorney or other authority enabling the insurance premium
finance company to cancel any insurance contract listed in
the agreements the insurance‘contract or contracts may not

be canceled by the premium Finance company wunless such

-8- sa 219
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cancellation is effectuated in accordance with this section.

{2) Not 1less than 10 days*® written notice must be
mailed to the insured setting forth the intent of the
insurance premium finance company to cancel the insurance
contract unless the default is cured prior to the date
stated in the notices The insurance agent or btroker
ingicated on the premium finance agreement shall also be
matled LO days* notice of this action.

(3) Pursuant to the power of attorney or other
authority referred to abeves the insurance pramium Finance
company mdy cancel on behalf of the insured by maillné to
th= insurer written notice stating when thereafter the
cancellation shatl be effectives and the insurance contract
shall be canceled as if such notice of cancellation had been
submitted by the insured himself but without regqguiring the
return of the insurance contracts. If the insurer or its
agent does not provide the insuramce premium finance company
with & specific mailing address for the purposa of receipt
of the above noticey mailing by the insurance premium
finance company to the insurer at the address that is on
file and of record with the commissioner is considered
suf ficient notice under this sectione. The insurance premium
finance company shall also mail a notice of cancetlation to
the insured at his last—-known address and to the insdrance

agent or broker indicated on the premium finance agreements
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(4) A1} statutorys regulatorys and contractual
restrictions providing that the insurance contract may not
be canceled unless notice is given to 3 governmental agencys
mor tgyagees or other third party apply whenever cancellation
is effected under the provisions of this section. The
insurer shall give the prescrived notice in behalf of itself
or the insured to any governmental agencys mortgagees oF
other third party on or before the second business day after
the day it receives the notice of cancellation from the
premium finance company and shall determine the effective
date af cancellation taking into consideration the number of
days?! notice required to complete the cancellatione.

Section 11« FReturn of unearned premiumse. (1) Whenever
a financad insurance contract is canceledy the insurer shall
return whataver gross unearned premiums are due under the
insurance contract to the premium Finance company for the
account of the insured or insureds.

{2) If the crediting of the return premiums to the
account of the insured results in a surplus over the amount
due from the insureds the premium Ffinance company shall
refund the excess to the insureds except that no refund is
required 1f such excess amounts to Yess than $l.

Section 12. Agreement effactive as security interests
No filing of the premium finance agreement or recording of a

premium finance transaction shall be necessary te perfect

-10- 58 239
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the validity of the agreement as a secured transaction as
against creditorss subsequent purchasersys pl edgees,
encumbrdancerss SUCCEeSSOrssy Or assignse

Section 13, {odification instruction. Sectjons 1
through 12 are intended to be codifisd as an integral part
of Titke 23y and the pravisions of Title 33 apply to
sections 1 through 12a
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[ ] BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: L5 company from the commissioner. Any person who engages in the
1é Section l. Short title« [This act] may be cited a5 the 16 business of financing insurance premiums in the state
17 nInsurance Premium Finance Company Act®. 17 without obtaining a license as provided under {this act} ise
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20 {t} *Insurance premium finance company” means a person 20 renewed as of January | each years upon payment of the fee
21 engeged in the business of entering into premium  finance 21 of $100. The license fee shall be paid to the commissioneras
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require the applicant Fully to disclose the identity of al)
stockholders, partnerss officerss and employeesy and he mayes
in his discretions refuse to jssue or renew a license in the
name of any firme partnership» or corporation if he is not
satisfied that any officere employees stockholdere. or
partner thereof who may materially influence the applicant®s
conduct meets the standards of [this act].

{4) No person other than a savings and Toan
associations hanks trust companys or licensed sates finance
companys credit unions or resident insurance agent whoe
within 15 days after entering into an insurance premium
finance agreements transfers the agreement to a4 licensee or
to any of the crganizations exempt under this subsectjon may
engage in the business of entering intoy aCquirings or
holding insurance premjum finance agreements unless licensed
to do so by the commissioner.

Section 4. Investigation of applicant -—
qualifications -- hearing- {1} Upon the filing of an
application and the payment of the lYicense fees the
commissioner:-shall make an investigation of each applicant
and shall issue a premium finance company license if the
applicant is qualified in accordance with [this act]s If the
cammissionar does not 50 finde he shall within 30 days 3fter
he has received the applicgtioney at the request of the

applicants give the applicant a full hearinge
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{2) The commissioner shall issue or renew a license as
may be applied for when he is satisfied that the person to
be licensed:

{a) is competent and trustworthy and intends to 3ct in
jo0d  faith  in the capeacity involved by the license applied
for;

{b) has a good business reputation and tas had
experiences traininge or education so as to he gqualified in
the,business for which the license is applied for; and

{c) if & corpaorations is a corporation 1ncoarporated
under the Jaws of the state or a foreign corporation
authorized to transact business in the statee

Section 5. License revocation -— SUSpensions The
commissioner may revoke or suspend the license of a premium
fFinance company when and if after investigartiaon 1t appears
toe the commissioner that:

(L) a license issued to the company was obtained by
fraud;

(2) there was misrepresentation in the application for
the license;

{3) the holder of the license bhas otherwise Sshown
nimself untrustworthy Or incompetent to act as a premium
finance company; or

{%4) the company has violated an§ provisions of {this

act Je

~ b= 5B 239
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Section 6. Records required of licensees -- form —-
inspections (1) Every premium finance company shall maintain
records of its premium finance transactions, and the records
shall be open to examination and investigstion by the
commissionere The commissioner may at any time require the
campany to bring such records as he may direct tu the
commissionar*s office for examinationes

{2y €Every premium finance company shall preserve its
recaords of premium finance transactions for at least 3 years
after making the final eniry 1n respect to any premium
finance agreement « The records may be preserved in
photographic forme

Section 7T« Premiuwm finance agreements —— contents --
form ~- deliverys (1} A premium finance agreement sholl:

{a) be dateds signed by the insured or by any person
authorized in writing to act in behalf of the insureds and
the printed portion therecf shall e in at least B-point
types

{b) contain the name and place of business of ¢the
insurance ajent negotiating the related insurance policys
the name and residence or the place of business of the
insured as Sspecified by hims the name and place of business
of the premium Finance company to which payments are to bhe
mades snd a description of the insurance poalicies involved

and the amount of the premium therefor; and
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{c} set Ferth when applicable:

{i} the total amount of the prempums;

{iil) the amount of the downpayment;

{iii) the principal balance (the difference between the
Ltems enumerated in SubSections {1){cl(i] and (L){c){ii)):

{iv}) the amount of the service charqge;

{v} the balance payable by the insured [the Sum of the
ftems enumerated in subsections (l}{c)(iai) and €r}{c){iv]));
and

{vi) the number of installments-requiredq the amount of
each instaliment expressed in dollarse, and the due date or
period thereof.

€2y The i1tems set out Iin subsection (1){c) neea not be
stated in the sequence or order in which they sppear in that
subsertions and additional items may be included to explain
the computations wmade in determining the amount to be paid
by the 1nsurede.

{3) The information required by subsection (1} may
only be reguired in the initial agreement if the promium
finance company and the insured enter into an open end
credit  transactions which is defined as a plan prescribing
th2 terms of credit transactions that may be made therounder
from trme to time and under the terms of which a8 finance
char je may be computed on the cutstanding unpaid balance

fronm time to time thersunder.

-5 58 232
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{(4) The premium finance campany or the insurance agent
shall deliver to the insured or mail to him at his address
shawn in the agreement a complete copy of the agreemente

Sectian Be Charges for premium finencing regulated --
method of computation. (1) A premium finance company may not
charges contract fore receives or collect a service charge
other than Aas perwitted by [this act]e .

{2) The service charge must be computed on the balance
af the premiums due {(after subtracting the down payment made
by the insured in Aaccordance with the premium finance
agreement) from the effective date of the insurance coverage
for which the premiums are being advanced to and including
the date when the final payment of the premium finance
agreement is payable.

(3) Fhe NOYWITHSTANDING ANY OTHER__PROVISION_ _OF_ LAwWe

THE service charge may not ex<eed interest at the nominal
annual rate of 21%s plus an additional charge of $1l2.50 per
premium finance agreement which need not be refunded upon
cancellation or prepayments

{4) An inswed way prepay his premium Finance
agreemént in full at amy time prior to the due date of the
final payment and in such event the unearned service charge
shalt be refunded. The amount ofF any such refund must be
calculated in accordance with the rule commonly known a5 the

“rute of 78" and shall represent at least as great a
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proportion of the service charges if anys as the sum of the
veriodic balances after the month in which prepayment is
made bears to the sum of all periodic balances under the
schedule of payments in the agreement.

Section %4 Jelinquency charges regul ateda {1) A
premium finance aqreement may provide for the payment hy the
insured of a delinquency charge of $1 to a maximum of 5% of
the delinquent installment but not to exceed $§5 on  any
installment that is in default for 5 days or more.

{2} IF the default results in the cancellation of any
nsurance contract listed in the agreements the agreement
ndy provide for payment by the insured of a cancellation
charge equal to the differente between any delinquency
charje or default charge imposed with respect to the
instaliment in default and $5« A premium finance agreement
may als0 provide for the payment of attorney's fevs and
court costs if the agreement is referred for collection to
an attorney not a salaried employee of the insurance premium
finance companye

Section 10« Canceltation of insurance wupon Jdefault.
(1) when a premium finance agreement contains a power of
attorney or other authority enabling the insurance pramjum
finance company to cancel any insurance contract Jlisted in
the agreements the insurance contract or contracts may not

be canceled by the premium finance company unfess such
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cancellation is effectuated i1n accordance with this sectione

{(2) Not tless than 10 days' written notice must be
mailed to the insured setting forth the intent of the
insurance premium finance company to cancel the insurance
contract wnless the default is cured pricr to the date
stated in the notice. The insurance agent or broker
ingicated on the premium finance agreement shall also oe
mailed 10 days*®' notice of this actione.

{3) Pursuant to the power of attorney or other
authority referred to aboves the insurance premium  finance
company may cancel on behalf of the insured by mailing to
th> insurer wWritten notice stating whan thereafter the
cancellation shall be effectives and the insurance contract
shall be canceled as 1f such notice of cancellation nad been
submitted by the insured himself but without reguiring the
return  of th INSUrance contractes IF the insurer or (ts
agent does not provide the insurance premium finganc? company
Wwith a specific mailing address for the purpose of receipt
of the above notices marling by the insurance craemium
finance company ta the insurer at the address that 1s on
fite angd of record with the  commissioner is considered
sufficient notice under this sectiona The insurance premium
finance company shall also mail 3@ notice of cancellation to
the insured at his last-known address and to the insurance

agent  or broker 1ndicated on the premium finance agrezments
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(4) AN statutorys regulatoryy and contractual
restrictions providing that the insurance contract may not
be canceled untess notice 1s given to a governmental agencys
mor t.jagees or other third party apply whenever cancallation
is effected under the oprovisions of this sectione. The
insurer shall give the prescribed notice in behalf of itself
or the insured to any governmental agencys mortgagees or
other third party on or before the secand business day after
the day it receives the notice of cancellation from the
premium fFinance company and shalld determine the affective
date of cancellation taking into consideration the numher of
days" notice required to complete the cancelliation.

Section 1lls Return of unearned premiumss (1} Whenever
a financzd insurance contract is canceledy the insurer shall
return whatover gross unearned premiums are  due under the
insurance contract to the premium finance company for the
account of tne insured or insuredss.

{2} If the crediting of the return premiums to the
account of the insured results in a surplus over the amount
due from the insureds the premium finance company shall
refund the excess to the insured» except that no rafund is
required if such excess amounts to 1ass than sl

Section 12+ Agreement effective as Security intereste
Mo filing of the premium Finance agreement or recording of a

premium  fainance transaction shall be necessary to perfect

10~ 58 237
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the validity of the agreement as a secured transaction as
against creditorssy subsequent purchaserss pledgeessy
encumby GNCerss SWCCEsSS50FSe OF 355ignse

saction 13 Codification instruction. Sections 1
through 12 are intended to be codified as an integral part
of Title 33» and the provisions of Titte 331 apply to
sections 1 through l2e
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SERATE BILL NO. 239

INTRODUCED BY HAZELBaAKER

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING CREATIGN OF
INSURANCE PREMIUM FINANCE COMPANIES; PROVIDING FOR LICENSES,
FEESe AND RENEWALS; PROVIDING FOR  [NVESTIGATION  OF
APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSION OF
LICENSES; REQUIRING MAINTENANCE OF RECORDS: PROVIDING FOR
THE  CONTENTs  FORMy  AND DELIVERY OF PREMIUM FINANCE
AGREEMENTS; ESTABLISHING METHODS OF COMPUTING  CHARGES:
REGULATING DELINQUENCY CHARGES; PROVIDING FOR CANCELLATION
UPON DEFAULT: REQUIRING RETURN OF UNEARNEC PREMIUMS; AND
PROVIDING FOR SECURITY INVEREST; AND PROVIDING FOR_CERTAIN

EXCEPTIONS. "

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Short title. [This act] may be cited as the
=Insurance Premium Finance Company Act*.

Section 2. Definitionss As used in [this actjle the
following definitions apply:

(1} "Insurance premjum finance company" means a person
engaged in the business of entering into preaium finance
agreements with insureds or of acquiring such premium
finance agreements from insurance agentse brokersy or other

premium finante companies.
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{2) ™Licensee™ means a premium finance <ompany holding
a license issued by the commissioner under [this actje

{3) “Premium finance agreement™ means an agreement by
which an insured or prospective insured promises tc pay to a
premjum finance Ccompany the amount advanced or to be
advanced under the agreement to an insurer or to an
tnsurance agent or broker in payment of premiums on an
insurance contracts together with 2 service FINANCE 'charge
as authorized by [this act]ly and as security therefor the
insurance premium finance company receives an assignment of
the unearned premiume.

Section 3. License -- required — fee —- renewal of
license. (1) Except as provided in subsection (&) NO person
may engage in the business of financing insurance premiums
without first having obtained a license as a premium finance
company from the commissioner. Any person who engages in the
business of Financing insurance premijums in the state
without obtaining a license as provided under {this act] ise
upon convictions guilty of a misdemeanora

{2} The annual Yicense fee is $100. A license may be
renewed as of January 1 each years upon paysent of the fee
of $100. The license fee shall be paid to the commissioners

{3) Ythe person to whom the license or the renewal
thergof 15 tssued shall file sworn answersy subject to the

penalties of perjuryy to such interrogatories as the

-2- 58 239
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commjssioner may require. The commissioner mays at any times
require the applicant fully to disclose the identity of all
stockhaldersy partnerss officersy and employeesy and he mays
in his discretiony refuse to issue or renew 3 license in the
name of any firme partnershipe or corporation if he is not
satisfied that any officers employees stockholdery or
partner thereof who may materially influence the applicant?'s
conduct meets the standards of [ this act].

(%) No person othear than a savings and loan
associations banks, trust companys or licensed sntes C(inance
companys credit unions or resident insurance agent whoe
within 15 days after entering into an insurance premium
finance agreement, transfers the agreement to a licensee or
to any of the organizations exempt under this subsection may
engage in the business of entering intos acquirings or
holding insurance premium finance agreements unless licensed
to do 30 by the commissioner,

Section 4. Investigation of applicant -
qualifications ~- hearing. (1) Upon the filing of an
application and the payment of the Jjicense fees the
commissioner shall make an investigation of each applicant
and shall issue a gpremium finance company license if the
applicant is qualified in accordance with [this act]. If the
comnissioner does not 50 Finde he shall within 30 days after

he has received the applications at the request of the
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applicants give the applicant a full hearinge.

{2) The commissioner shall issue or renew a licaense as
may be applied for when he is satisfied that the person to
be licensed:

{a) 1is competent and trustworthy and intends to act in
good faith in the capacity involved by the license applied
for;

{b) has a good buSiness reputation and has had
experiencey trainings: or education 50 as to be qual:ified in
the business for which the license is applied for; and

{c) if 5 corporations is a corporation incorporated
under the laws of +the state or a foreign corporation
authorized to transact business in the states

Section 5. Llicense revocation ~-=  Suspension. Fhe
commissioner may revoke or suspend the license of @ premium
finance company when and if after investigation it appears
to the commissioner that:

(1) a license issued to the company was obtained py
fraud;

(2) there was misrepresentation in the application for
the license;

{3} the holder of the Jlicense has otherwise shown
himself untrustworthy or incompetent to act 4as a premium
fFinance company; or

(4} the company has violated any provisions of { this

-4 $8 239
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act).

Section &+ Records required of licensees -— form -—-
tnspectione. (i) Every premium finance company shall maintain
records of its premium finance transactionss and the records
shali be open to examination and investigation by the
commissioner. The commissioner may at any time require the
company to bring such records as bhe may direct to the
commissioner*s office for examination.

(2} Every premium finance company shall preserve its
records of premium finance transactions for at least 3 years
after wmaking the final entry in respect to any premium
finance agreement. The records may be preserved in
photographic forma.

Section Tea Premium finance agreements —- contents --
form -- deliverys (1) A premium finance agreement shall:

(a3} be dateds signed by the insured or by any person
authorized in writing to act in behalf of the insureds and
the printed portion thereof shall be in at least B-point
type;

(b} contain the name and place of business of the
insurance agent negotiating the related insurance policyy
the name and residence or the place of business of the
insured as specified by hime the name and place of business
of the premium finance company to which payments are to be

mades and & description of the insurance policies involved
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and the amount of the premium therefor; ang

{c) set forth when applicable:

{i) the total amount of the premiums;

{ii) the amount of the downpayment;

{iii} the principal balance (the difference between the
items enumerated in subsections (1){c){1)} and (1){c) (i)}

{iv) the amount of the serwvite FINANCE charge;

{v} the balance payahle by the insured {the sum of the
items enumerated in subsections (1){c)(iii) and (1) (cPliv]));
and

f{vi) the number of installments requireds the amount of
each installiment expressed in dollarss and the due date or
period thereof.

{2) The items set out in subsection (l}{c} need not be
stated in the sequence or order in which they appear in that
subsections and additional items may be included to explain
the computations made in determining the amount to be paid
by the insured.

{3} The information required by subsection (1) may
only be required in the initial agreement if the premium
finance company and the insured enter 1nto an open end
credit transactiony which is defined as @ plan prescribing
the terms of credit transactions that may be made thereunder
from time to time and under the terms of which a finance

charge may be computed on the outstanding unpald balance

-6- S8 239



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0239703

from time to time thereunders

(4} The premium finance company or the insurance agent
shall deliver to the insured or mail to him at his address
shown in the agréeqent a complete copy of the agreementa

Section 8. Charges for premium financing requlated ~——
method of computatione (1) A premium finance company may not
charges contract fory receives oF collect a service FINANCE
charge other than as permitted by [this act].

{2} ¥fhe serviee FINANCE charge must be computed on the
balante of the premiums due ({after subtracting the down
payment made by the insured in accordance with the premium
finance agreement) from the effective date of the insurance
coverage for which the premiums are being advanced to and
including the date when the final! payment of the opremium
finance agreement is payable.

(3} The NQTWITHSTANDING ANY _OTHER PROVISION OF LANWy

THE serviee FINANCE charge may not exceed interest at the
nominet annual rate of 21%s plus an-addieinnal A_SERVICE
charge of $12.50 per premium finance agreement. whieh THE

SERVICE CHARGE OF___3%512.50 need not be refunded wupon

cancellation or prepaymenta

(%} An jinsured may prepay his premium finance
agreement - in full at any time prior to the due date of the
final payment and in such event the unearned service FINANCE

charge shall be refunded. FThe-ameunt-of-any-such-refund-mast
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be-cateutsted -t n~accordance-with—the-raote—commonty-known--as
the——"rute——of-—Fis-—and-shaii-represent-at—teast-as-great—n
proportion-nf-the—service FINANEE chargey—if-anyvy—ss-the—sum
of-the-periodic—balances—afcer-the-month—in-whith-prepayment
t9-made-beari—to-the-sun-af-ali-periodic-balances—under——the
sepedute—of-payment - in-the-agreementy

Section 9. Delinquency char ges regul ated. {1}y A
premium finance agreement may provide for the payment by the
insured of a delinquency charge of $1 to a maximum of 5% of
the delinquent installment but not to exceed 35 on any
instaliment that Is in default for 5 days or mores

(2) If the default results in the cancellation of any
insurance comtract listed in the agreements the agreement
may provide for payment by the insured of a cancellation
charge equal to the difference between any delinquency
charge or default charge imposed with vrespect to the
instaliment in default and $5. A prerium finance agreement
may also provide for the payment of attorney's fees and
court costs if the agreement is referred for collection to
an attorney not a salaried employee of the insurance premium
finance Cowmpanye

Section 10. Cancellation of insurance wupon default.
(1} When a premjum finance agreement contains a power of
attorney or other authority enabling the insurance preRium

finance company to cancel any insurance contract listed in
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the agreements the insurance contract or contracts may not
be canceled by the premium finance company unless Such
cancellation is effectuyated in accordance with this sectione

{2) Not less than 10 days® written notice must be
marled to the insured setting Fforth the iotent of the
insurance premium finance company to cancel the insurance
contract unless the default s cured prior to the date
stated in the notice. The insurance agent or broker
indicated on the premium finance agreement shall also be
mailed 10 days® notice of this actione.

t3) Pursuant to the power of attorney or other
authority referred to aboves the insurance premium finance
company may cancel on behalf of the insured by mailing to
the insurer written notice stating when thereafter the
cancellation shall be effectivey and the insurance comntract
shall be canceled as if such notice of cancellation had been
submitted by the insured himself but without requiring the
return of the insurance contracte. If the insurer or its
agent does not provide the insurance premium finance company
with a specific mailing address for the purpose of receipt
of the above notices mailing by the insurance preaium
finance company to the insurer at the address that 15 on
file and of record with the commissioner is considered
sufficient notice under this sectione The insurance premium

finance company shall also mail 2 notice of cancellation to
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the insured at his 1ast-known address and to the insurance
agent or broker indicated on the premium finance agreement.

{4) A} statutorys requlatorys and contractual
restrictions providing that the insurance contract may not
pe canceled unless notice is given to a governmental agencys
mortgagees or other third party apply whenever cancellation
is effected under the provisions of this sections The
insurer shall give the prescribed notice in behalf of itself
or the insured to any governmental agencys mortgagee: or
other third party on or before the second business day after
the day it receives the notice of . cancellation from the
premium finance company and shall determine the effective
date of cancellation taking into consideration the numbey of
days® notice required to complete the cancellations

Section 1ll« Return of unearned premiumss. (1) Whenever
a financed insurance contract is canceltedy the insurer shall
return whatever gross unearned premiums are due under the
insurance contract to the premium finance company Ffor the
account of the insured or insuredse.

{2y If the crediting of the return premiums to the
account of the insured results in a surplus over the amount
due from the insureds the premiuvm finance company shall
refund the excess to the insureds except that no refund is
required if such excess amounts to less than $la

Section 1l2. Agreement effective as security intereste.

-10- SB 239



10
11
12
13
14
15
16

17

58 0239703

No filing of the premium finance agreewent or recording of a
premium finance transaction shall be necessary to perfect
the wvalidity of the agreement as 3 secured transaction as
against creditors, subsequent purchasers, pledgeesy
encumbrancerss Succes$sorss Or assigns.

SECTION 13. EXCEPTIONS. [¥THIS ACT] DOES _NOT APPLY TO

ANY INSURANCE COMPANY OR _INSURANCE CDMPANIES AFFILIATED

UNOCER__THE _ SAME MANAGEMENT AND CONTROL__AUTHGRIZED TO DO

BUSINESS IN THIS STATE__WHICH PROVIDE EINSTALLMENT PREMIUM

PAYMENTS PROGRAMS AT NO INTEREST TO POLICYHOLDERS OR TO AN

INSURANCE AGENT LICENSED YO DO-BUSINESS _IN THIS STATE_ON

COMPAMIES.

Section 14« d{odification instruction. S5ections i
through ¥2 13 are intended to be cadified as an integral
part of Title 33+ and the provisions of Title 33 apply to

sections 1 through +2 13.
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House amendments to Senate Bill 239:

1. Page 7, line 23 through line 4 on page 8.

Following: "refunded." on line 23

Strike: the remainder of line 23 on pdage 7 through line 4
on page 8 in their entirety



March 12, 1981
SENATE BILL 239

THE HOUSE BUSINESS AND INDUSTRY COMMITTEE amends SB 239 in the third
reading copy as follows:

1. Title, line 12.
Following: "PREMIUMS:
Strike: "AND"

2. Title, line 13.
Following: "INTEREST"
Insert: “; AND PROVIDING FOR CERTAIN EXCEPTTICNS"

3. Page 2, line 7.
Following: "a"

Strike: "service"
Insert: "finance"

4. Page 6, line 6.
Following: "of the"
Strike: "service"
Insert: “finance"

5. Page 7, line 6.
Following: "a"

Strike: "service"
Insert: "finance"

6. Page 7, line 8.
Following: "The"
Strike: '"service"
Insert: "finance"

7. Page 7, line 16.
Following: "THE"
Strike: "service"
Insert: "finance"
Following: "the"
Strike: "nominal"

8. Page 7, line 17.
Following: "]lis"
Strike: "an additional"
Insert: "a service"

9. Page 7, line 18.

Following: "agreement"

Insert: "."

Strike: ‘"which" |

Tnsert: "The service charge of $12.50"

10. Page 7, line 22.
Following: "unearned"
Strike: "service"
Insert: "finance"



SENATE BIIL 239 March 12, 1981
Page 2

11. Page 8, line 1.

Following: "“proportion of the"
Strike: "service"

Insert: "finance"

12. Page 11, following line 3.

Insert: "Section 13. Exceptions. [This act] does not apply to any
insurance company or insurance campanies affiliated under the same
management and cantrol authorized to do business in this state which
provide installment premium payments programs at no interest to
policyholders or to an insurance agent licensed to do business in
this state on policies written by the agent or issued by the campany
or campanies."

Renumber: subsequent section

13, Page 11, line 5.
Following: "through"
Strike: "12"
Insert: "13"

14. Page 11, line 7.
Following: "through"
Strike: "12"
Insert: "13"

BE CONCURRED IN AS AMENDED




March 12, 1981
SENATE BILL 239

THE HOUSE BUSINESS AND INDUSTRY COMMITTEE amends SB 239 in the
third reading copy as follows: (Corrected Copy)

1. Title, line 12.
Following: "PREMIUMS;"
Strike: "AND"

2. Title, line 13.
Following: "INTEREST"
Insert: "; AND PROVIDING FOR CERTAIN EXCEPTIONS"

3. Page 2, line 7.
Following: "a"

Strike: "service"
Insert: "finance"

4, Page 6, line 6.
Following: "of the"
Strike: "service"
Insert: "finance"

5. Page 7, line 6.
Following: "a"

Strike: "service"
Insert: "finance"

6. Page 7, line 8.
Following: "The™"

Strike: "service"
Insert: "finance"

7. Page 7, line 1l6.
Following: "THE"
Strike: T"service"

Insert: "finance"
Following: "“the"
Strike: "nominal"

8. Page 7, line 17.
Following: "plus"”
Strike: "an additional"
Insert: "a service"

9. Page 7, line 18.
Following: "agreement"
Insert: "."

Strike: "which"

Insert: "The service charge of $12.50"

10. Page 7, line 22.
Following: "unearned"
Strike: "service"
Insert: "finance"



SENATE BILL 239 March 12, 1981
Page 2

11. Page 8, line 1.

Following: "proportion of the"
Strike: '"service"

Insert: "finance"

12. Page 11, following line 3.

Insert: "Section 13. Exceptions. [This act] does not apply to any
insurance company or insurance companies affiliated under the same
manadement and control authorized to do business in this state which
provide installment premium payments programs at no interest to
policyholders or to an insurance agent licensed to do business in
this state on policies written by the agent or issued by the campany
or campanies,”

Renumber: subsequent section

13. Page 11, line 5.
Following: "through"
Strike: "12"
Insert: "13"

14. Page 11, line 7.
Following: “through"
Strike: "12"
Insert: "13"

BE CONCURRED IN AS AMENDED




