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INTRODUCED 8'1' -~~L-

A BILL FOR AN ACT ENTITLED: •AN ACT AUTHORIZING CREATION OF 

INSURANCE PREMIUM FINANCE COMPANIES; PROVIDING FOR LICENSES, 

FEES• AND RENEWALS; PROVIDING FOR INVtSTIGATION OF 

APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSION OF 

LICENSES; REQUIRING MAINTENANCE OF RECORDS; PROVIDING FOR 

THE CONTENTo FOR!h 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 title. [This act] •ay be cited as the 

•Insurance Premium Finance Co•pany Act•. 

Section 2. Definitions. As used in [this act] 9 the 

following definitions apply: 

(1) •Insurance pre•lu• finance company• means a person 

engaged in the business of entering into premium finance 

agreements with insureds or of acquiring such pre•lum 

finance agreements froe Insurance agents9 brokerst or other 

premium finance companies. 

(l) •Licensee" means a premiu• finance company holding 
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a license issued by the co.mlssioner under [this act]. 

(3) •PreNiu• finance aqree•ent• •eans an agrea.ent by 

which an insured or prospective insured promises to pay to a 

premium finance co•pany the a.ount advanced or to be 

advanced under the agree•ent to an insurer or to an 

insurance a9en~ or broker in payment of premiums on an 

insurance contracty ~ogether with a service charge as 

authorized by [this act]• and as security therefor the 

Insurance premium finance coepany receives an assign•ent of 

the unearned premium. 

Section 3· License -- required -- fee renewal of 

license. (1) Except as provided in subsection (4)• no person 

~ay 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 premiuas in the state 

without obtaining a license as provided under [this act] is• 

upon conviction, guilty of a •isdeeeanor• 

(2) The annual license fee is $100. A license •ay be 

renewed as of JaAuary 1 each year, upon payment of the fee 

of $100. The license fee shall be paid to the co•missioner. 

(3) The person to whom the license or the renewal 

thereof is issued shall file sworn answers, subject to the 

penalties of perjury• to such interrogatories as the 

commissioner may require• The commissioner may 9 at any time, 
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require the applicant ~ully to disclose the identity of all 

stockholders, partners, officers, and employees, and he mayy 

in his discretion• refuse to issue or reneM a license in the 

name of any fire, partnership, or corporation if he is not 

satisfied that any officer, employee, stockholder, or 

partner thereof who may materially influence the applicant's 

conduct meets the standards of (this act]• 

1•1 No person other than a savings and loan 

association, bankt trust company, or licensed sales finance 

co•pany, credit union, or resident insurance agent who, 

within 15 days after entering into an insurance premium 

finance agreement, trans~ers the agreement to a licensee or 

to any of the organizations axe•pt under this subsection •ay 

engage In the business of entering into, acquiring, or 

holding insurance pre•lu• finance agreements unless licensed 

to do so by the commissioner. 

Section 4. Investigation 

qualifications -- hearing. {1) 

application and the pay""'nt of 

of 

Upon 

the 

applicant 

~he filing of an 

license fee, the 

commissioner Shall Make an Investigation of each applicant 

and shall Issue a pre•lum finance company license if the 

applicant Is qualified in accordance with [this act). If the 

commissioner does not so find• he shall within 30 days after 

he has received the application, at the request of the 

applicant. give the applicant a full hearing. 

-3-
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(2) The co.-issioner shall Issue or renew a license as 

may be applied ~or when he is sa~isfied that the person to 

be licensed: 

good 

for; 

(a) is co•petent and trustworthy and intends to act in 

~afth in the capacity involved by the license applied 

(b) has a good business reputation and has had 

experience, training, or education so as to be ~uallfied in 

the business for which the license is applied for; and 

(c) if a corporation• Is a corporation incorporated 

under the laws of the state or a foreign corporation 

authorized to transact business in the state. 

Section 5. License revocation suspension. The 

com•issioner may revoke or suspend the license of a premium 

finance company when and if after investigation it appears 

to the commissioner that: 

(1) a license issued to the co•pany was obtained by 

fraud; 

(2) there was misrepresentation in the application for 

the license; 

C3) the holder of the license has otherwise shown 

himself untrustworthy or incompetent to act as a premium 

finance companyi or 

C4) the coapany has violated any provisions of (this 

act]• 

-'t-
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Sectton 6. Records required of licensees -- for• --

inspection. (1) Every premiu• finance co•pany shall .aintain 

records of its pre•ium finance transactions, and the records 

shall be open to examination and investigation by the 

cosmissioner. The co .. lssioner •ay at any tl•e require the 

company to bring such records as he may direct to the 

com.lssioner•s office for exa•ination. 

(Z) Every pr~lu• finance co•pany shall preserve its 

records of premiu• finance transactions for at least 3 years 

after naking the final entry in respect to any pre•iu• 

finance aqreement. The records •ay be preserved in 

photographic form. 

Section 7. Pre•iu• finance agreeBents -- contents 

form-- delivery. (1) A pre•iu• finance ag~eement shall: 

(a) be dated, signed by the insu~ed or by any pe~son 

autho~ized in writing to act In behalf of the insured, and 

the printed portion thereof shall be Jn at least 8-point 

type; 

(b} contain the name and place of business of the 

insurance agent negotiating the related insurance policy, 

the name and residence or the place of business of the 

insured as specified by him• the name and place of business 

of the pre•ium finance coapany to which pay.ants are to be 

~ade, and a description of the insurance policies involved 

and the aeount of the premium therefor; and 
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(I) the total aaount of the premiums; 

(II) the amount of the downpayment; 

LC 20't6/01 

Ciii) the principal balance (the difference between the 

Items enumerated In subsections (l)(C)(il and (l)(c)(ii))i 

(iv) the a•ount of the se~vice charge; 

(Y) the balance payable by the insured (the su• of the 

items enumerated In subsections (1)(C)(ili) and (l)(c)(IY)); 

and 

(vi) the number of install.ants required, the a.aunt of 

each installaent expressed in dollars, and the due date or 

period thereof. 

(Zl The items set out in subsection (l)(c) need not be 

stated in the sequence or order in which they appear in that 

subsection, and additional iteas may be included to explain 

the computations made in determining the amount to be paid 

by the insured. 

(31 The infor•atlon required by subsection (1) may 

only be required in the initial agreement if the premium 

finance co•pany and the insured enter into an open end 

credit transaction, 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 

charqe may be co•puted on the outstanding unpaid balance 

from time to time thereunder• 
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(4, The premium finance company or the insurance agent 

Shall delfyer to the insured or mall to him at his address 

shown in the agree•ent a ca.plete copy of the agreement. 

Section a. Charges for preMium financing regulated 

•ethod of computation. (1) A premium finance co•pany may not 

charge, contract fort receive, or collect a service charge 

other than as per•ltted by [this act]e 

(2) The service charge •ust be computed on the balance 

of the pre~lums due (a~ter subtracting the down payment •ade 

by the Insured In accordance with the premium Finance 

aqree•ent) fro• the ef,ectfve date of the Insurance coverage 

for which the premiums are being advanced to and Including 

the date when the final pay•ent of the premium finance 

agree•ent is payable. 

(3) The se~vice cha~ge may not exceed Interest at the 

no•inal annual rate of 2It. plus an additional charge of 

$12•50 per preaium finance ag~ee•ent which need not be 

refunded upon cancellation o~ prepayaent. 

{4-) An insured may prepay his pre•iu• finance 

agree.ent in full at any ti•e prior to the due date of the 

final payment and in such event the unearned service cha~ge 

shall be re,unded. The amount of any such refund ~st be 

calculated in accordance with the rule commonly known as the 

•rule of 78• and shall represent at least as great a 

proportion of the service charge. If any, as the su• of the 
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periodic balances after the month in which prepayment is 

•ade bears to the su• of all periodic balances under the 

schedule of payments In the agreeMent• 

Section 9• Delinquency charges regulated. (1) A 

premium finance agree•ent may provide for the payment by the 

insured of a delinquency charge of Sl to a maxieum 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 

insurance contract listed in the agreeaent, the agreement 

.ay provide for payment by the Insured of a cancellation 

charge 

charge 

equal to the dif~erence between 

or default charge imposed with 

any delinquency 

respect to the 

install.ent in default and ,5. A premlu• finance agreeMent 

may also provide for the payaent of attorney•s fees and 

court costs if the agree.ent is referred for collection to 

an attorney not a salaried eeployee of the insurance premium 

finance company. 

Section 10• Cancellation of insurance upon default. 

(1) When a premium finance agreement contains a power of 

attorney or other authority enabling the insurance p~e~iu~ 

finance co•pany to cancel any insurance contract listed in 

the agreementy the Insurance contract or contracts •ay not 

be canceled by the preMium finance company unless such 

cancellation is effectuated in accordance with this section. 

-a-
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(2) Not less than 10 days• written notice MUSt be 

mailed to the insured setting forth the intent of the 

insurance premium finance co•pany 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 premlua finance agreement shall also be 

mailed 10 days• notice of this action. 

(3) Pursuant to the power of attorney or other 

authority referred to above• the insurance premiua finance 

company may cancel on behalf of the Insured by •ailing to 

the insurer written notice stating when thereafter the 

cancellation shall be effective• and the insurance contract 

shall be canceled as if such notice of cancellation had been 

submit~ed by the insured himself but wi~hout requiring ~he 

return of the insurance contract. If the insurer or its 

agent does not provide the Insurance premium finance company 

with a 

of the 

specific mailing address for the purpose of receipt 

above notice, mailing by the insurance preMium 

finance company to the insurer at the address that is on 

file and of record Mith the commissioner is considered 

sufficient notice under this section. The Insurance premium 

finance company shall also mail a notice of cancellation to 

the Insured at his last-known address and to the insurance 

aqent or broker indicated on the premiu• finance agreement. 

("'I All statutory., regulatory, and contractual 
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restrictions providing that the insurance contract •ay not 

be canceled unless notice is given to a governmental agency, 

mortgagee, or other· thl rd party appl·y 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 agency• 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 number of 

days• notice required to complete the cancellation. 

Section 11· Return of unearned premiums. (1) Whenever 

a financed Insurance contract is canceled, the insurer shall 

return whatever gross unearned pre•iu•5 are due under the 

insurance contract to the premlus finance co•pany 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 insured• the premium finance company shall 

refund the excess to the insured, except that no refund is 

required if such excess amounts to less than Sl. 

Section 12. Agree•ent effective as security interest. 

No filing of the pre•ium finance agree.ent or recording of a 

preMium finance transaction shall be necessary to perfect 

the validity of the agree•ent as a secured transaction as 

-10- SB ;2~1 
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against creditors~ subsequent purchasers., 

encumbr8ncers, successors, or assigns. 

Section 13. Codification instruction. 

LC 2046/01 

pledgees, 

Sections 1 

~ through lZ are Intended to be codified as an integral part 

5 of Title 33o and the provisions of Title 33 apply to 

6 sect1ons 1 through 12. 

-End-
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Approved by Committee 
on Business and Industry 

SENATE Bill NO. 239 

INTRODUCED BY HAZELBAKER 

A 3ILL FOR AN ACT ENTITLED: •AN All AUTHORIZING CREATION OF 

INSURANCE PREMIUM FINANCE COMPANIES; PROVIDING FOR LICENSES, 

FEES, AND RENEWALS i PROVIDING FOR INVES TIC. Ali ON OF 

APPLICANTS; PROVIDING fOR REVOCATION AND SUSPENSION OF 

LICENSES; REQUIRING MAINTENANCE OF RECORDS; PROVIDING FOR 

THE CONTE'IT, FCJRM, AND DEliVERY OF PREMIUM FI'IANCE 

AGREEMENTS; ESTABliSHING METHODS OF COMPUTING CHARGES; 

REGUlATING ~EliNQUENCY CHARGES; PROVIDING FOR CANCEllATION 

UPON DEFAULT; REQUIRING RETURN OF UNEARNED PREMIUMS; AND 

PROVIDING FOR SECURITY INTEREST.• 

HE IT ENACTED BY THE lEGISlATURE OF THE STATE JF MONTANA: 

Section 1. Short title. (This act] ~ay be cited as the 

•Insurance P~emium Finance Company Act"• 

Section 2. Definitions. As used i.n {this act)• the 

following definitions apply: 

{1) "Insurance premium finance companyu lfteans a per.son 

emJaged in the business of entering into premium finance 

aqreements with insureds or of acquiring such premium 

finance agreements from insurance agents. broker~. or other 

oremium finance companies. 

(2) •Licensee• means a pr~mium finance company holding 

se 0239/02 

a license issued by the commissioner under [this a't]. 

2 (3) "Pre11ium finance agreement" means an agreeMent by 

3 which an insured or prospective insured promis~s to pay to a 

4 premium finance company the amount advanced or to be 

5 advanced under the agree11ent to a_n insurer or to an 

6 insurance agent or broKer in payment of premiu•s on an 

7 insurance contract. together with a service charge as 

8 authorized by [this act)• and as security therefor the 

9 insurance p~emium finance company ~eceives an assiqn~nt of 

10 the unearned premium. 

11 Section 3. license -- required -- fee renewal of 

12 license. (l) fxcept as provided in subs~ction (4), no person 

13 may engage in the business of financing insurance premiums 

14 without first havinq obtained a license as a premiu• finance 

15 company from the com~i~sioner. Any person who engages in the 

16 business of financing insurance premiums in the state 

17 without obtaining a license as provided under (this act} is, 

18 upon conviction, quilty of a misdemeanor. 

19 ( 2) The annual license fee is SlOO. A license may be 

20 renewed as of January 1 each year, upon payment of t~e fee 

21 of $100. The 1 ic~nse fee shall be paid to the commissioner. 

2l ( 3) ThE!' p-erson to whom the 1 icense or the reneMal 

23 t.h~reof is issued 5hd11 file sworn answers, subject to the 

24 penalties of perJuryw to such interrogatories as the 

25 commissione~ may require. The commissioner may, at any time, 

-z- SB 23q 
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require the applicant fully to disclose the identity of all 

stockholders, partners. officers. and e~ptoyees, and he may, 

in his discretion, refuse to issue or renew a license in th~ 

name of any firm. partnership. or corporation if he is not 

satisfied that .any officer. employee., stockholder, or 

partner thereof who may materially influence the appl ic~nt•s 

conduct meets the standards of [this act]. 

(4) ~o person other than a savings dOd loan 

association• bank, trust company. or licensed ~e+e$ finance 

company, credit union, or resident insurance agent who, 

within 15 days after entering into dn insur-ance premium 

finance agreement, transfers the agreement to a 1 icensee or 

to any of the organizations e.Kempt under this subsection may 

engage in the bucs.iness of entering into. acquiring., or 

holding insurance premi~ finance agree~ents unless licensed 

to do so by the commissioner. 

Section 4• Investigation of applicant 

quolifica~ions hearing.• (1) Upon the filing of an 

application and the payment of the license fee., 1:he 

commisSioner shall make an investigation of each applicant 

3i'Wt" !ihaiJl issuet· .t~emiuttr ·ffricmce contpany I icense if t~ 

app 1 icant: is qual i t·i ed in accordance with (this act ]• If the 

commissioner does not so find., he shall within 30 days ~fter 

he has received the application,. at the request of the 

applicant, give the applicant a full hearing. 
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(.Z) The commissioner shall issYe or renew a license dS. 

may be applied for when he is satisfied that the per~on to 

be 1 icensed: 

(a) is competent and trustworthy and intends to act in 

')Ood faith in the capacity involved by the license applied 

for; 

(b) has d good business reputation dnd hds h>d 

experience. traintnq. or education so as to be qualified in 

th~ bu~inescs. for Which the license is applied for; and 

(c) if a corporation .. is a corporation incorporated 

under the laws of the state or a foreign corporation 

authorized to transact business in the state. 

S~ction 5. license revocation suspension. The 

commisst~oer may revoke or suspend the license of a prem1um 

financ~ company when and if after investigat"ion it. appears 

to the commissioner that: 

(1) a license issued to the company was ootain~d by 

fraud: 

(2) there was misrepresentation in the application for 

the license; 

C3) the holder of the license has otherwise shown 

himself untrustworthy or incompetent to act as a premium 

finance company; or 

(4) the company has vio1dted any provisions of [this 

act]. 

-4- SB 139 
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Section o. Records required of licensees -- form -

inspection. (1) Every premium finance company shall maintain 

records of its premium finance transactions9 and the records 

shall be open t·o examination and investig3tion by the 

commissioner. The commissioner may at any time require the 

company to bring such records as he may dir-ect to the 

commissioner's office for examination. 

(2) Every premiu• finance company shall preserve its 

records of premium finance transactions for at least 3 years 

after making the final entry in respect to any prem1um 

finance agreement. The reco .. ds may be preserv~d in 

photographic form. 

Section 7. Premium finance agreements-- contents 

form -- delivery. (l) A pre~iu~ finance agreement shall: 

(d) be datedw signed by the insured o~ by Qny person 

authoriz~d in w~itinq to act 10 behalf of the insured. and 

the printe~ portion thereof shall be in dt least a-point 

type; 

(b) contain the na111e and place of business of the 

insurance ayent negotiating 

tht:• name and rf:"s ide nee or the 

the f"elated insurance polic_y., 

pldce of business of ttl€ 

insured as specified by him., the name and place of busine5-:. 

of the premium finance company to which payments are to ~e 

m~rte, ~nd a descf"iption of the insurance policies involved 

and t~e amount of the premium therefor; and 
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( i) th-e to-tal alllOunt of the premiums; 

(ii) the amount of the downpayment; 

SB 02 39/02 

(iii) the principal balance (the difference betw@en the 

ite111s enumerated in subsections (l)(c)(i) and (l)(c.)(ii)); 

(ivt the amount of the service charge; 

(v) ~he balance payable by the insured (the SUfi of th@ 

items enu~~~erated in subsections (l)(C)(iii) and (l)(c)(iv)); 

and 

(vi) the number of installments required., the amount of 

each instdll~nt expf"essed in do11~rs, and the due date or 

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 

subsection. and additional items aay be included to explain 

the computations made in deteraining the amount to be paid 

by the insured. 

(3) The information f"equired by subsection (1) may 

only be requif"ed an the initial agreement if the pf"emium 

finance company and the insured entef" into an open end 

credit transaction. which is defined as a plan prescribing 

the terms of credit tf"ansactions that may be made thereunder 

from time to time and under the terms of which a finance 

chDf"]e may be computed on the o~tstanding unpaid balance 

from time to time thereunder. 
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(4) The premium finance company or the insuraoce Qgent 

shall deliver to the insured or mail to hi• at his address 

shown in the agree~nt a complete copy of the dgreement. 

Section e. Ch3rqes for premium financing regulated 

method of computation. (1) A pre~ium finonce company muy not 

charqEh contract for. receive-. o,.. collect <3 service charge 

other than as per•itted by [this act]• 

(2) The service charge must be c~puted 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 effect.i ve date of the 1nsur-ance '(.overage 

for which the pre•iums are being advanced to and including 

the date when the final payment of the pre~ium finance 

agreement iS payable. 

(ll fhe f:!Qill!t!STA!!Q!!:!~L.Q!t!f!L~ROVIS!ON OF LAw• 

!~ service charge may not exceed interest dt the nominal 

annual rat~ of 21~• plus an additional charge of Sl2·50 per 

premium finance a9reement which need not be refundej upon 

canc~llation or prepay~nent. 

.(.4J An ansure!d may prepay his premium finance 

a<Jree-.....,t in•· ftMI 'at any t·ilfte prior to the due date of thP. 

final paymen·t and in such event the unearned serv1ce char-ge 

shall be refunded. The amount of any such refund must be 

calculated in accordance with the rule commonly known as the 

"rule of 7e• and shall represent at 1 east as great a 
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proportion of the service char9e• if anyt as the s01n of the 

periodic batances dfter the month tn which prepayment is 

made Oears to the sum of all periodic balances unde~ the 

schedule of payments in the agreement. 

S€ction 9. Delinquency charges regulat-ed. ( I I A 

premium finance agr~eMent may provide for the payment a~ t~ 

insured of a de I i nqu.enc y charge of Sl to a maxi rau• of S't of 

the delinquent install~nt but not ~o exceed $5 on any 

instdllment th~t is in default for S days or more. 

(2) If the default results in the c.ancell.ation of any 

1nsuraoce contract listed in ~he agreement, Lhe agreement 

may provide for payment by the insured of a cancellation 

charge equal to the difference bet~een any delin~uency 

char·:)e or default charge imposed "'i th respect to the 

installment in defaul~ and ss. A premiu~ finance agreement 

may also provide for the payment of attorney's fees and 

court costs if the agre~ment is referred for collection to 

an dttorney not a salaried employee. of the insurance pr<->mium 

finance company. 

~ction 10. Cancellation of insur-ance upon default. 

(l) Wh~n d premiuM finance agree~t cont~ins a po~~ of 

attorney or other authorit~ enablinq th~ insurance premium 

finance company to cancel any 1nsurance contract listed in 

the agreement. the insurance contract or contracts l'lay not 

be canceled by the premium finance company unless such 
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cancellation is effectuated in accordance with this section. 

(2) Not 

mai I ed to the 

less than 10 days' 

insured setting forth 

written notice must be 

the intent of the 

insurance premiu• finance 

contract unless the default 

company to cancel the insurance 

is cured prior to the date 

stated 1n the notice. The 

inaicated on the premium finance 

insurance agent 

agreement shall 

mail~d 10 da~s• notice of this action. 

or broker 

also be 

(3) Pursuant to the power of attorney or other 

authority referred to dbove, the insurance pr~mium finance 

company mdy cancel on behalf of the insured by fllili l1ng to 

tha insurer written notice stating when thereafter the 

cancellation shall be effective. dnd the insu~ance cont~act 

shall be canceled as if such notice of cance11~tion had been 

submitt~d by th~ insured hi~self but without requiring the 

return of the ansul'ance contract. If the insurer or its 

agent does not provide the insurance premium finance company 

with a specific mailing address for the purpos~ of receipt 

of the above notice9 mailing by the insurance pr0mium 

finance company to the insurer at the address that 1s on 

fil~ and of record with the commissioner is considered 

sufficient notice under this section. The tnsurance premtum 

fin~nce company shall also mail a notice of cancellation to 

th~ insured at his last-known address and to the insurdnce 

agent or brok~r indicated on the premium finance agreement. 
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(4) All statutory .. regula tory., an.l cont.r<3.c tua 1 

restrictions providing that the insurance contract may not 

De canceled unless notice is qiven to a governmental agency• 

mortgagee9 or other third party apply when~ver cancellation 

is effected under the provisions of this section. The 

insurer shdll qive the prescribed notice in behalf of itself 

or the 1 nsured to any governn~ental aqency. mortgagee9 or 

other third party on or before the second business ddy dfter 

the day it recejves the notice 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 premiums. (1) Whenever 

a findnced insurance contract is canceled9 the insu~er shall 

return whatever gros5 unearned premiums are due under the 

insurance contract to the premium finance co~pany for the 

account of the insured or insureds. 

(2) lf the crediting of the return premiums to the 

account of the insured results in a surplus over the amount 

due from thB 

refund the 

requi r~d if 

in5ured., the premium finance company shall 

excess to the insured, except that no refund is 

such excess amounts to less than Sl. 

Section 12. Agreement effective as security interest. 

No fil in·:i of the p..-emium finance agreement. o..- recording of a 

premium finance transaction shall be necessary to perfect 
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the validity of the agreement a-s a secured tra-nsaction as 

2 against creditors. subsequent purchasers., pledq~s., 

3 encumbrancers. successors., or assiqns. 

4 S.action 13. Codification instruction. Sections 

5 through 12 are intended to be codified as an integral part 

6 of Title 33., and the provisJons of Title 33 apply to 

7 sections 1 through 12. 

-End-
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SENATE BILL ~. 239 

2 INTRODUCED BY HAZELBAKER 

3 

4 A GILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING CREATICJN OF 

5 INSURANCE PREMIU~. FINANCE COMPANIES; PROVIDING FOR LICENSES, 

6 FEESt AND RENEWALS; PROVIDING FOR INVESTIGATION OF 

7 APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSJQN Of 

6 LICENSES; REQUIRING MAINTENANCE OF RECORDS; PROVIDING FOR 

9 THF CONTENT, FORH11 AND CELIVERY OF PRE~IUM FINANCE 

10 AGREoME~TS; ESTABLISHING METHODS OF COMPUTING CHARGES; 

11 REGULATING ~ELINQUENCY CHARGES; PROVIDING FOR CANCEllATION 

12 UPtlN DEFAULT; REQUIRING RETURN OF UNEARNED PREMIUMS; AND 

13 PROVIOING FOR SECURITY INTEREST.• 

14 

15 BE IT ENACTED BY THE LEGISLATURE OF THE STATE ~lF MONTANA: 

16 Section 1. Short title. (Thi~ act] may be cited as the 

17 "lnsurdnce Premium finance Co~pany Act". 

18 Sect_ion 2. Definitions. As used in ~tt:is act), the 

19 following definition!; apply: 

20 (1) •Insu~ance p~emium finance companyn means a person 

21 engaged in the business of enterino into pram1um f1n.ance 

22 aqreement!=i. with in-:.ureds or of acquir1n':} such premium 

23 finance agreements from insurance agents. b~okers. or other 

24 premium finance companies. 

25 C2) 11 licen'iee" means d premium finance company holding 
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a license issued by the commissioner under [this act]. 

13) 0 Premium finance agreementn ~eans an agreement by 

which an insured or prospective insured promis~s to pay to a 

prem&um finance company the amount advanced or to be 

advanced under the agreement to an insure~ or to an 

insurance agent or broker in payment of pr~maums on an 

insurance contract. together with a service charge as 

authorized by [this act]t and as security therefor the 

insurance premium fincnce company ~eceives an assignment of 

the unearned premium. 

Section 3. license -- required -- fee renewal of 

license. Cl) fxcept dS provided in subsection (4)• no person 

rnay 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 tn the state 

without obtaining a 1 icense as provided under (this act) is, 

upon conviction, guilty of a misdemeanor. 

( 2) The annual license fee is $100. A license may be 

renewed as of January l each year. upon payment of t~e fee 

of $100. The l1cense fee shall be paid to the commissioner. 

(3) The person to whom the 1 icense or tt:te l"~newal 

thereof is issued 5ha11 file sworn ans.wers" subject to the 

penalties of perJury. to such interro9atories a~ the 

commissioner may require. The commissioner may~ at any time. 
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require the applicunt fully to disclos~ the identlty of all 

stockholders., partners. officers, and employees, and he may• 

in his discret.fon, refuse to iisue or renew a 1Jcense in the 

name of any firm, partnership. or corporation if he IS not 

satisfied that .anv officer, employee., stockholder, O< 

partner thereof who may materially influence the app1 icant•s 

conduct meets the standards of [this act]. 

(4) No person other than a savings dOd loan 

association. hank• trust compuny, or 1 icensed "tt!+e~ findnce 

company., credit union, or resident insurance agent whot 

within 15 days ~fter entering into an insurance prNttium 

finance agreement, transfers the agreement to c1 I icensE>e or 

to any of the or9anizattons e~~::empt under this subsection may 

engaqeo in the business of entering int.o 9 acquiring., or 

holding insurance premiu~ finance agreements unless J iCPnsed 

to do so by the commissioner. 

Section 4• Investiq.ation of 

qudlifications -- hearing. {l) Upon 

application and the payment of the 

applicant 

the filinq of an 

f icense fee. thP-

cot~~mi.ssioner.~ sh,a-11 m~ke em investi.gdti.on of each applicant 

3-nd shd 11 issue a pretti um f i naoce company I icense if thE> 

applicant is qualified in accordance with (this act]• If thP 

commissioner does not so find, he shall within 30 ddyS lfter 

he has received the appl icotion 9 at the request of t~ 

applicant• give t:he applicant a full hearing. 
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(2) The comllliss.ioner shaJ1 issue or renew a licensed~ 

>nay De applied for "'hen he is satisfied that the pers"n to 

be- I icensed: 

(a) is competent ond trustworthy and intends to .:JCt in 

)Ood faith in the capacity involved by the license applied 

for-; 

( bJ has a good business reputation dnd h.:ts h:id 

experience, training. or educdtion so as to he qualified in 

th~.business. for- which t:he license is applied fori and 

(C) if o cor"poration, is a corporation incorporated 

under the laws of the state or d foreign corporation 

authorized to transact business in the state. 

Section 5. license revocdtion suspension. ThP. 

commissioner may ,.-evoke or su~pend the license of a premium 

financ~ coRlpan, when and if after investigation it dppears 

to the commissioner that: 

(l) a license issued to the compdny was ootained by 

fraud; 

(2) there was misrepresentation in the appli<.ation for 

thf> 1 i. cense; 

(3) the holder of the license has otherMise shown 

himself untrustworthy or incO!Rp€-tent to act ~s a premium 

finance company; or 

(4) the company has violated any pl'"ovasions. of (this 

act ]• 
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Section 6. Records required of 1icense~s -- form-

inspection. (1) Every premium finance company ~hall maintain 

record5 of its premium finance transactions, and the records 

shall b~ open to examination and investirj3tion b;' ttl<! 

commisston~r. The commissioner may at any time require the 

company t:o bring such records as he may direct tu the 

commissioner•s office for examinatton. 

(2) Every premium finance ~ompany shall preserv~ its 

records of premium finance transactions for at least 3 years 

after ~aking the final entry 10 respect to any premtu~ 

finance agreement. The .-ecords may be p r eser v~d 1 n 

photographic form. 

Section 7. Premium finance ag..-eemen't_s -- contents 

for-11 -- d~livery. (1} A premium finance agreement 'S,Jii!ll: 

(d) be dated. s.igned by thB insured or hy ony person 

authorized in wr i ti nq to dC t in beha 1 f of the insured • and 

the printed portion thereof shall be in at leas.t 8-point 

type; 

(b) contain the name and place of business of th .. 

ins.urance d•Jen t neqot i ati ng 

th~ name and residenLe or the 

the related Insurance policy9 

p 1 ~ice of business of tht_~ 

insured as specifle~ by him• the name and place of busines~ 

of the premium finance compdny to which payments are to he 

made, ,nd d des.cription of the insurance policies involved 

and the amount of the prem1um then:~f·~r; and 
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(iii) the p~incipal balance (the difference between th~ 

ite1no:. ~nurneratr~d in subsections (l)(CJ(i} and (l)(c)(ii)); 

(iv) the amount of the se~vlce charge; 

(v' the balance payable by the insured (the -sum of t.AA 

it.ems enumerated in subsections. {l)(c)(iti) and (l)(C.)(iv)); 

and 

(vi) the number of installment~ required• the amount of 

e.ach installms-nt expressed in dollars. and the due date or 

period thereof. 

(2) The items set ou~ in subsection (l)(C) neea not be 

stated in the sequence or order in which they dppear in th3t 

subsection~ and additional items may be includerl to explain 

the computations m~de tn determining the amount to be paid 

by the insured. 

(3) The informatton required by subsection (1) may 

only he r~quired 10 the initial agreement if the pr~mium 

finance company an.j the insured enter into Qn open end 

cred1t transaction, which is defined as a plcln prescribing 

th~ terms of credit transactions thdt may be made ther~under 

from time to time an<1 under the terms of which a Finane€ 

ch·u ~e may be computed on the out<.itandiny unpaid balanc~ 

frorr t1~e to time thereunder. 
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(4} The pre•ium finance compdny or the insurance ~gent 

shall deliver to the insured or ma1 I to hiM ~t his address 

sllown in the agreement a complete copy of the .:Jgreel'lent. 

Section 6• Charges for premium financing regulated 

method of computdtion. (1) A premium ftncmce company m0y not 

charge~ contract for• receive, or collect a se~vlce charge 

oth@r than as per~itted by [~his act]• 

(2) The service charge must be computed on the balance 

of the premiums due (after subtracting the Uown payment made 

by th€> insured &n .:tccordance with the premium finance 

a'}r-eera:~nt) fro• the effective date of the insurance coverage 

for which the premiums are being advanced to and including 

th~ date when the final paymen~ of the premium finance 

agreement is payable. 

I 3 I l'ho. !:!!OTW!!~~Q!!:!~LQI~- P~OV IHON__Q!:__~ 

!HE service charge ma, not exceed interest dt the nominal 

annual rate of 2tt, plus an additionat charge of SLZ.50 per 

premiu~ finance agreement which need not be refunded upon 

cancel Jation or prepayme-n-t:. 

t'tJ An insut'ed may prepay hi!. premiulll fin..-Jn<:@ 

agree•~'nt 1n fu11 at any time prior to the rJue date of thE> 

final pay~r~ent on.d in such evem: the uoearAed serYice charge 

shall be refunded. The amount of any such refund must be 

calculdted in accordance with the rule commonly known as the 

"rule of 78.. and shall rep-resent at least dS great a 
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proportion of the ~ervice cnarge• if any. as the sum of the 

o~riodic b>::~lance-:.. -;ifter the mont.h in which prep-.Jyment is 

made bears to the sum of all periodic baldnces under the 

~chedule of payments in the agreement. 

S.:,.c t ion 9. o~ lt nquenc y charges reguJ ate d. { 1) A 

premlu~ financ~ agr~ement may provide for the payment 3y the 

insured of a deJinqu~ncy charge of il to a maximum of 5% of 

the delinquent install meht but not to ~x-ceed $5 on any 

instdllment th~t is in default for 5 days or more. 

(2) If the default results in the canc.elldtion of any 

ansurance contract listed in the agreement• the agreement 

lltdy provide for payment by the insured of a cancellation 

ch~rge equal to the differ~nce between any delinquency 

char~e or default charge imposed with respect to the 

installment. in default and $5. A premium finance aqreement. 

may also provide for the payment of attorney•s fees and 

court costs if the agreement ts referred for collection to 

an ottorney not a salaried ~mployee of th4! insurance prPmium 

finance company. 

Section 10. Canc.ellil"tion of insurance upon Jefault. 

(1) When a premium fihdnce agree~nt contains a power of 

at.t.orney or oth~r authority enabling the insurance pr~mium 

finclnce company to cancel any ansurance contra-ct 1 is teO in 

the agreement• the insurance contract or contracts may not 

be c~nceled by the premium finance company unfess such 
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cancellation is effectuated in accordance with this section. 

(2) Not less than 10 days• written notice mustoe 

IDdiled to the insured setting forth the intent of the 

insurance premium finance 

contract unless the default 

company to cancel the lnsurdnce 

is cured prior to the date 

stdted 1 n the not ice. The 

indicated on the pr~rnium finance 

insur.:.nc.e n-Jent or broker 

agreement shall also OP 

mailed 10 days• notice of this nction. 

(31 Pursuant to the power of att.o..-ney Ol'" other 

authority refe..-red to above, the insuran<:e pr"?mlum ftnance 

company m.:ty cancel on b~half of the insured by mdili.ng to 

th-" insurer written no-tic~ stattng when there3fter th(~ 

c~ncellation shall be effpctive, and the insurance contract 

shall be canceled as if such not ice of c.:mcelldt ion. nad been 

submitt~d by thP insured himself but without requiring t~· 

return of th·.,_, ansurance contract.. If the tn~urer- or i. ts 

aqent does nut p.-ovide the insurance premium ftndnc·?> company 

with a ~pecific mailing address for the purpos~ of receipt 

of the above notice, ma1ling by the insurance ~r~mlum 

finance company to the insurer at th~ address that ts on 

file and of record with the commissioner is considered 

s.ufficient notice under this section. The Insurance pr~,~rn•· .. m~ 

finance company shall also mail a notice of c~nceiLJtton to 

th.~ insure~ at his ldst-known address ~nd to the insurancP 

aqent or brok~,.- indicdted on the premium finance agreement. 
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(4) All st"ltutory., regul <J toqt,. and contr.:;;c tua 1 

restrictions providing that the insurance contract may not 

be canceled unless notice tS given to a yovernmental ayency. 

mort.Jagec.,. or other third party apply whenever cancelldtion 

is. effect~d under the provisions of ttll'i sectton. The 

&nsurer shall give the prescribed notic~ in behalf of itself 

or the insured to any governmental a gene y • mortgaqee • or 

oth€r thtrd party on or before the ~econd business day after 

th~ day it receives the notice of cancellation from the 

premtum fi.nann~ company and shall determine the efft!ctiv~:.o 

date of cancellation taktng i.nto consideration the numher of 

days~ notice n_·quirec! to complete the cancellation. 

Section 11. Return of unearned premiums. (1} Whenever 

a financ~d insurance contract is c~nceled, the insurer shall 

r(:!turn what·~\ler gros-::. unearned premium5 are due under the 

insurance con-tr-dct to the premium finance company for tt¥.:! 

dccount of tne insured or insureds. 

(2) If the cr-editintj of t.he return premiums to the 

account of t.h~ insured re5ul ts in a surplus over the amount 

due frnm t.hH insured, the premtum finance company shd11 

refund th~ excess to the in5ured, except that no refund is 

requir~!d if such exce!>s amounts to less than 51. 

Section 12. Agreement effective as security interest• 

No filin·:J of the prer.lium finance agreement or r-ecording of a 

premium f1nance tr-ansaction shall be necessary to perfect 
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the valiOity of the dgreement a.s a secured trdnsaction dS 

2 agAinst creditor-s.,. subsequent purchasers ... pi edge~s.,. 

3 encumbr-ancers ... successors, or assigns. 

4 Saction 13. Codification instruction. Sections 

5 through 12 ar~ intended to be codified as an integral part 

6 of Title 33. and the provisions of Title 33 apply to 

7 sect.i·ons 1 through 12. 

-tnd-
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SENATE BilL NO. Zl9 

INTRODUCED BY HAZELBAKER 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHDRJlJNG CREATION OF 

INSURANCE PREMIUM FINANCE COMPANIES; PROVIDING FOR LICENSES, 

FEES, AND RENEWALS; PROVIDING FOR INVESTIGATION OF 

APPLICANTS; PROVIDING FOR REVOCATION AND SUSPENSION OF 

LICENSES; REQUIRING MAINTENANCE OF RECORDS; PROVIDING FOR 

THE CONTENT, FORM, AND DELIVERY OF PREMIUM FINANCE 

AGREEMENTS; ESTABLISHING METHODS OF COMPUTING CHARGES; 

REGULATING DELINQUENCY CHARGES; PROVIDING FOR CANCELLATION 

UPON DEFAULT; REQUIRING RETURN OF UNEARNED PREMIUMS; AHa 

PROVIDING FOR SECURITY INTEREST~~BQ~~~CE~TAIN 

EXC~PTIONS. • 

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

Section 1. Sho~t title. (This act] May be cited as the 

•tn$urance Premium Finance Company Act•. 

Section 2. Defin&tions. As used tn [this act]• the 

following definitions apply: 

(1) •tnsu~ance pre~ium finance company" •eans a person 

engaged in the business of entering into premium finance 

aq~ee~nts with insureds or of acquirinq such premium 

finance aqree•ents from insurance agents• brokers• or other 

preMium finance companies. 
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(Z) "Licenseew .eans a premiu• finance co•pany holding 

a license issued by the co.-issioner under (this act]. 

t3l •Premium finance aqreeMent• means an agree•ent by 

which an insured or prospective insured promises to pay to a 

premium finance company the a.ount advanced or to be 

advanced under the agree•ent to an insurer or to an 

insurance agent or broker in pay~nt of preMiums on an 

insurance contract. together with a 'er•~e £!~ANtE charge 

as authorized by [this act]• and as security therefor the 

insurance pre•iu~ finance coapany receives an assignment of 

the unearned pre•ium. 

Section 3. License required -- fee -- renewal of 

license. (1) Except as provided in subsection (~)• no person 

•ay engage in the business of financing insurance pre•1u.s 

without first hdving obtained a license as a pre•iu~ finance 

co•pany from the commissioner. Any persofl who engages in ~he 

business of financing insurance premiums in the state 

without obtaining a license as provided under [this act) is• 

upon conviction. guilty of a •isdemeanor. 

(2) The annu~l license fee is $100. A license may be 

renewed as of January 1 each year, upon pay~nt of the fee 

of StOO. The license fee shall be paid to the c~issioner. 

(3) The pe~son to who• the license or the reneval 

thereof is issued shall file sworn ans~rs. subject to the 

penalties of perjury. to such interrogatorie~ as the 
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co.mi~sioner may require. Jhe coMmissioner ~ay, at any ti~• 

require the applicant fully to disclose the identity of all 

stockholders, partners. officers, and employees. and he may, 

in his discretion, refuse to iss~ or renew a license in the 

name of any fir•• partnership, or corporation if he is not 

satisfied that: any officer, ettrployeet stockholder, or 

partner thereof who may •aterially influence the applicant•s 

conduct meets the s~andards of {this act]. 

(4., No person other than a savin9s and loan 

association. bank, trust co•pany, or licensed ~~+e~ finance 

company, credit una on, or r-esident insurance agent who. 

Nithin 15 days after entering into an tnsurance premium 

finance agreement, transfers the ag~ee•ent to a licensee or 

to any of the organizations exempt under this subsection ma1 

engage in the business of entering into. dCquiring. or 

holding insurance pre•iu• finance agreements unless licensed 

to do so by the co .. issioner. 

Section 4. Jnvesti9ation of applicant 

qualifications 

application and 

hearing. (1) Upon the filing of dO 

the payment of the license fee. the 

co-.iSsione~ sha11 •ake an investigation of each applicant 

and sha11 issue a pre .. iu• finance cOMpany license if the 

applic.:tnt is qualified ·in accordance with [this act]. If the 

con~nts·stone·r does not so find• he shall within 30 days after 

he has received the application• at tha request of the 
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applicant• give the applicant a full hearing. 

(Z) The cu..assioner shall issue or renew a license as 

•ay be applied for when he is sati~fied that the person to 

be licensed: 

(a) ts co~petent and trustwo~thy and intends to act in 

good faith in the capacity involved by the licen~e applied 

for; 

(bl has a good business reputation and ha~ had 

experience, training9 o~ education so a~ to be qualified '" 

the business for which the license is applied for; and 

(cJ if a corporation9 i ~a cor pot" at ion incorporated 

under the lavs of the state or a foreign corpordtion 

authorized to transact busine~s in the state• 

Section 5. license revocation suspension. The 

com•issioner •ay ~evoke or 5Uspend the license of a premium 

finance company when and if after investigation it appears 

to the co•missioner that: 

(l) a license issued to the co.pany was obtained by 

fraud; 

(2) there was misrepresentation in the application for 

the license; 

(3) the holder of the license has otherwise shown 

himself untrustworthy or incompetent to act as a pre•iuM 

finance coMpany; or 

(4) the ca.pany has violated any provisions of {this 
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act]. 

Section 6. Records requi~ed of licensees for-• 

inspection. (lJ Every premiu• finance coapany shall maintain 

records of its premiu• finance transactions, an~ t~e records 

shall be open to exa•ination and investigation by the 

co~~Mi~sioner. The C.otDIIis-sioner- •ay at any time requat"e the 

co•pany to bring such records as he •ay direct to the 

commissioner•s office for exaMination. 

(2) Everv pre~nium finance cot~pany shall preserve its 

records of premiu• finance transactions for at least 3 years 

after tn.aking the final entry tn respect to any premiun~ 

finance agree•ent. The records aay be preserved in 

photographic for•• 

Section 1. Premium finance agreements-- contents 

form-- deli·very. tl) A premiunt finance agreement shall: 

ca• be dated, signed by the insured or bv any person 

authorized in writinq to act in behalf of the insured• and 

the printed portion thereof shall be in at least 8-point 

type; 

(b} contain the na•e and place of business of the 

1nsurance agent negotiating the related insurance policy. 

the name and residence or the place of -business. of the 

insured as specified by himt the na•e and place of buslnes~ 

of the premium finance company to which payments a~e to be 

made• and a description of the insurance pol ic·ie!i involved 
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fii) the a•ount of -the downpaymenti 

SB 0239/03 

(iii) the principal balance ·cthe difference bet..-een the 

iUas enu-rated In subsections (l){c)(il and (l)lc)(iiiH 

(iv} the a.aunt of ~he ~er•~ FINANCE charge; 

tv} ~he balance payable by ~he insured (the s~ of the 

items enu.erated in subsections (l)(c}(iii) and ClJ(C)(iv))i 

and 

1 vi} t.he nu11ber of install•ents required., the a.oun_t of 

each install.ent expressed in dollars. and the due date or 

period ~hereof. 

IZJ The ite•s set out in subsection (l)(C) need not be 

stated in the sequence or order in which they appear in that 

subsection., and additional ·itellls aay be included to explain 

the co•putations 11ade in deter•ining the aMount to be paid 

by the insured. 

(3) The inforMation required by subsection (l) May 

only be required in the Initial agree-ant if the premium 

finance company and the insured enter into an open end 

credit transaction., which is defined as a plan prescribing 

the term~ of credit transactions that .ay be aade thereunder 

fro• ti•e to time and under the ~erms of which a finance 

charge may be co.puted on the outstanding unpaid balance 
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from tiee to tiMe ~he~eun~er• 

(4) The premiuM finance co~any or the insurance agent 

shall deliver to the insured or mail to him at his address 

shown in the agreement a cOMplete copy of the agreement • 

Section 8. Charges for premiu• financing reguldted 

methOd of computation• (l) A premium finance company may not 

charge. contract for, receive. or collect a ~r•tee FI~ANCE 

charge other than as permitted by (this act]. 

fl) The ~er~~e FINANCE charge ~ust be coMputed on the 

balance of the premiu•s due (after subtracting the down 

payment made by the insurea in accordance with the premiu• 

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 p~e~ium 

finance agreement is pdyable. 

(31 ~he ~~!IHSI~NO!~_ANY _Q!~ER~!SION Qt_b~ 

THE ~erv+e-e FIN!_NtE c.harge •ay not exceed interest at the 

ft~-+"~ annual rate of 2lt• plus a"-edd+~tefta~ ~~~ 

charge of $12·50 per pre•ium finance agreement~ ~~e~ THE 

~ER~ill__gj~~-____!!f_.!~50 need not be refunded upon 

cancellation Or~ prepdyMent. 

(ltJ An tnsuf-'ed •ay prepay his pre•ium finance 

agreement in fu1J at any time prior to the due date of the 

final pay~nt and in such event the unearned ~e~wtee f!~~ 

charge shall be refunded. ~he-a~~-~-a"~-~~eh-~e~H"d-mu~t 
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~ee•e•~e~ee-tft-eee~dsnee-w~h~he-r~+e-eoa.on+y-k"o•n--as 

~he--•ra•e--~--~e•--ond-~fte++-r~@~eftt-a~-+ee~~-e~~eat-e 

pro9o~~on-a#~~er¥Tee ~~ eha~ey-ff-eny~-~-~~e~~ 

ef-~he-~riodie-b~eftee~-e#~e,-~fte-MOnth-in-•~*eh-~yften~ 

~~-•ede-bear~~&-~he-~$f-.. ~-perfod~e-8a~anee~-uftder--~fte 

~d~~~-peyMe~~-~-the-a~e~t. 

Sect. ion 9. Delinquency charges ... egulated. (II A 

pre•iu• finance agree~nt -ay provide for the pay-ant by the 

insured of a delinquency charge of $1 to a eaxi•u• of 5% of 

the delinquent installment bu~ not to exceed SS on any 

instatl.ent that ls in default for 5 days or ~re. 

(2t If the default results in the cancellation of any 

insuran~e contract listed in the agreeMent• the agreement 

•ay provide for payment by the insured of a cancellation 

charge equal to the difference between any delinquency 

charge or default charge i~osed with respect to the 

installMent in default and S5. A premium finance agree~nt 

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 e~ployee of the insurance premiu~ 

finance COMpany. 

Section 10· Cancellation of insurance upon default. 

(1) When a premium finance agree.ent contains a power of 

attorney or other authority enabling the insurance premiu• 

finance ca.pany to cancel any insurance contract listed 1n 
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~he agreeaent, the insurance contract or cont~dcts may not 

be canceled by the premiu• finance company unless such 

cancellation is effectua~ed in accordance with this section. 

(2} Not less than 10 days• written notice aust be 

mailed to the insured setting forth the intent of the 

insurance preetu• finance COMpany to cancel the insurance 

contract unless the default is cured prior to the date 

st.a"ted in the not ice. The insurance agent or broker 

indicated on the prem1u• finance agree.ent. shall also be 

mailed 10 ddys• notice of this action. 

(l) Pursuant to the power of attorney or other 

authority referred to above, the insurance pre•iu• finance 

company may cancel on behalf of the insured by .ailing to 

the insurer written notice stating when thereafter the 

cancellation shall be effective, and the insurance contract 

~ha 11 be canceled a~ if such not ice of cancell-ation had been 

submitted by the insured hi•~e1f but without requiring the 

return of the insurance contract. If the insurer or its 

aqent does not provide the insurance premium finance company 

with a specific .ailing address for the purpose of receipt 

of the above notice• mailing by the insurance premium 

finance company to the insurer at the addres~ that is on 

file and of record with the commissioner is considered 

~ufficient notice under this section. The insurance preaiu• 

finance company shall also •ail a notice of cancellation to 
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the insured at his last-known address and to the insurance 

agent or broker indicated on the pre•iua finance 

(41 All statutory. regulatory. and 

aC}I' ee •ent • 

cont. r ac t.ua t 

restric~ions providing that the insurance contract aay not 

be canceled unless notice is given to a qovern .. ntal agency• 

.ortgagee• or other third party apply whenever cancellation 

is effected under the provisions of this section. The 

insu~er shall give the prescribed notice in behalf of itself 

or the insured to any governmental agency. Dortgagee, or 

other third party on or before the second business day after 

the day it receives the notice of cancellation fro. the 

premium finance company and shall deter•ine the effective 

date of cancellation taking into consideration the nu.Oer of 

days• notice required to coaplete the cancellation. 

Section 11. Return of unearned premiu•s• ClJ Whenever 

a financed insurance contract is canceled, the insurer &hall 

return whatever gross unearned preaiu•s are due under the 

insurance contract to the pre•iu• finance ca.pany for the 

account of the in~u~ed or insureds. 

(2) If the c~editing of the return pre•iu•s ~o the 

account of the insured results in a surplus over the aMount 

due from the insured. the pre•iuM finance c~pany shall 

refund the excess to the insured• except that ·no ~efund is 

required if such excess aMounts to less than Sl. 

Section 12. Aqree•ent effective as security interest. 

-Io- SB 23'1 
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No filing of the premiu• finance agree~nt or recording of a 

2 premium finance ~ransac~ion shall be necessary to perfect 

3 the validity of the agree..nt as a secured ~ransaction as 

4 against creditors, subsequent purchasers, pJ edgees, 

5 encuMbrancers, successors. or assigns. 

6 SECTION_B..__!i.!!!;.EP!~~[THIL~J;;!J DOES NOT APPt.Y TO 

1 ~NY_H!SURANJ;;_E _!;.!!!l!~NY __ .Q!L_lNSURANCL_!;.QI'IPANIES AFFILIATED 

8 !!!!!QfL!HE_~AM~ __ !!!!!!§~MENT AND CONTROl. AUTHORilED TO DO 

9 BUS!~ES~~-!HI~ STATE WHICH PROY!OE INSTALL~~~MIUM 

10 PAY~~NT~_e!OGR~!!L_!l_lfD 1_!1~.ll_!~P0l!CYH0t.O£!!L!l!!_1~ 

11 INS!,!!ANC~-~GENT LICENSED TO DO BUSINESS IN TH!1__l!!!1~ 

12 PDt.!CI ES__!!!!_IT!~8Y __ !I;!L!§f!!L!!!LI SSUEO_!!l_!I;!Lf_OMPANY OR 

13 COMPA~ 

1'o Section 14• Codification tn·s.t.ruction. ~ections 

15 through ~ 13 are intended to be codified as dn integral 

16 part of Title 33• and the provisions of Title 33 apply to 

17 sections I through ~~ !~· 

-End-
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House amendments to Senate Bill 239: 

l. Page 7, line 23 through line 4 on page 8. 
Following: "refunded." on line 23 
Strike: the remainder of line 23 on page 7 through line 4 

on page 8 in their entirety 



March 12, 1981 
SENATE BILL 239 

THE HOUSE BUSINESS AND lNOOSTRY <:::CMUTI'EE am:mds SB 239 in the third 
reading copy as follows: 

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

2. Title, line 13. 
Follc:Ming: "INI'EREST" 
Insert: "; AND PROVIDING FOR CERI'AIN EXCE:Pl'ICNS" 

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. 
Follc:Ming: "The" 
Strike: "service" 
Insert: "finance" 

7. Page 7, line 16. 
Following: "THE" 
Strike: "service" 
Insert: "finance" 
Follc:Ming: "the" 
Strike: "nani.nal" 

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

9. Page 7, line 18. 
Following: "agreaoont" 
Insert: II • II 

Strike: "which" 
Insert: "The service ch,arge of $12.50" 

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



SENATE BILL 239 
Page 2 

ll. Page 8, line 1. 
Following: "proportion of the" 
Strike: "service" 
Insert: "finance" 

12. Page ll, following line 3. 

March 12, 1981 

Insert: "Section 13. Exceptions. [This act] does not awly to any 
insurance ccmpany or insurance canpanies affiliated under the SC~J:re 
management and central authorized to do business in this state which 
provide install.rrent pranium paynents 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 canpany 
or canpanies. " 

RenUll'ber: subsequent section 

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

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

BE C<NCURRED IN AS 1\ME:NDED 



March 12, 1981 

SENATE BILL 239 

THE HOUSE BUSI&ESS 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 16. 
Following: "THE" 
Strike: "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 
Page 2 

11. Page 8, line 1, 
FollCM"ing: "praporticn of the" 
Strike: "service" 
Insert: "finance" 

12. Page 11, follCM"ing line 3. 

March 12, 1981 

Insert: "Secticn 13. Exceptions. ['!his act] does not apply to any 
insurance cx:mpany or insurance canpanies affiliated under the same 
managerrent and cmtrol authorized to do business in this state which 
provide installlrent premiun payrrents progr~ 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 canpany 
or canpanies . " 

Renurrber: subsequent section 

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

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

BE CXNCURRED rn AS AMENIED 


