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STATE OF MONTANA
REQUEST NO. 2.?9‘.%3____

FISCAL NOTE
Form BD-15

in compliance with a written request received February 1, , 19 83

for ___House Bill 465

, there is hereby submitted a Fiscal Note

oursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 465 provides that inland marine insurance premiums are not to be taxed as
wet or ocean marine at 3/4% but at 2 3/4% of premiums as it was prior to 1981.

ASSUMPTIONS:

1)  Assume that premiums grew by 5+% per year.
2)  Assume that actual earned premiums and net premiums written are substantially

equal. | l

FISCAL IMPACT:

FY 84 " FY 85
General Fund
Under Current Law $ 18,500,000 §'.19,400,000
Under Proposed Law 18,723,000 19,634,000
Increase In Revenue $ 223,000 § 234,000

COMMENTS: - | | J )

When the definition of marine insurance was passed by the 1981 legislature the
premium tax Section 33-2-704(4), MCA was erroneously amended to include inland with
wet marine.

FISCAL NOTE 10:V/1

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: Z “/" ?Z
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Approved by Committee

on Business and Industry

HOUSE BILL nNOs 465
INTRODUCED BY HEMSTADe GAGE

1Y REWUEST OF THE MONTANA DEPARTMENT OF TNSURANCE

A BILL FUR AN ACT ENTITLED: mAN ACT TO GENFRALLY REVISE AND
CLARISY THE LAWS RELATING 7O THSURANCE; CHANGING FORM FILING
REQUIREMENTS; CLARIFYING PROVISIONS RELATING TO REINSURANCE
AGREEMINTS AMD 2ULK REINSURANCE; PROVIDING THAT INLAND
MARTINE INSUPANCE IS TAXED AT 374-8F-1 2 _3s4 PERCENT OF NET
PREMIUMS WRITTEN; CLARIFYING THAT SELF-GOVERNING LOCAL
GOVERNMENTS MAY NOT TAX OR LICENSE TINSURERS OR AGENTSS
DELETING THE REQUIREMENT FOR FILING SUPPORTING DATA ON RATE
CHANGES BY IMSURERSy RATING ORGANIZATIONSy AND  ADVISORY
ORGANTZATIONSS OEFINING A "MANAGING GENERAL AGENT™ AND
PROVIDING FOR LICENSURES CLARTFYING WHEN INSURANLE
INFORHATION MAY BE OBTAINEO ABOUT AN IMDIVIDUAL; CLARIFYING
THE POLICY AMOUNT THAT MUST BE OFFERED ON TERMINATION OF A
GROUP LIFE POLICY; AND PROVIDING THAT A POLICY CLAUSE DM
CONFOARITY wWITH  STATE  STATUTES BE MANDATORY; AMENDING
SECTIINS  33-1-5014 33-2-11%y 33-2-T05¢ 32-2-T0T7e 33-2-12064
33-10-203y 33-17-102+ 33=17-103, 33-17-201, 33-19-304%,

32-20-1210y AND 33-22-229y MCA."

EE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Sectlen 33-1-5131y ACAy 18 amended to read:
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HR 0465702

"33-1-501. Filing 3and approval of formss (1) No
insurance policy or annuity contract forms application forme
printed rider or endorsement formy or Fform——ef-renmewal
certificate f _jnsurance shall be delivered or issued for
delivery in this state unless the formn has been filed with
and aspproved by the commissioner of this state and the state
of domicite of the insurery where so0 requireds This
provision shall not apply to surety bondst—apeetaliy-rated
+ntand-martne-riskss or policiesy ridersy endorsementss or
forms of wunique character designed for and used with
relation to insurance upon a particular subject or which
relate to the manner of distributien of benefits or to the
reservation of rights and benefits under life or disability
insurance policies and are wused at the request of the
indivicdual policyholders contract holders or certificate
hclderes As to furms for use in prapertyy marine (other than
ocean marine and foreign +trade coverages)y casualtyy and
suretvy insurance coveragess the filing required by this
subsection may be made by rating organizations on behalf of
its membars and subscriberss but this provision shall not be
deemed to prohibit any such member or subscriber from filinag
any suth forms on its own behalf.

(2} Every such filing shall be made not less than 60
days in advance of any such deliverys Approval of any such

form Ly the commissioner shall constitute a waiver of any

—-Z= HB 465
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unexpired portion of such w2iting periods The commissioner
may exiend by not wore than an additional 50 days the period
within which he may so affirmatively approve or disapprove
any such form by civing notice bof such extension before
expiration of the initial 60-cday periods The commissioner
may at any times after notice and for cause Showns withdraw
any such approvale

[3) Any order of the commissioner disapproving any
such form or withdrawing & previous approval shall state the
grounds therefor and the particulars thereof in such details
as reasonably te inform the Insurer thereof.

{4) The commissioner mays by ordery exempt from the
requirements of this section for so lonyg as he deems proper
any insurance document or form or type thereof as specified
in sucn order to whichy in his opinions this Section may not
practicably be applied or the filing and approval of which
ares in his opinions not desirable or necessary for the
protection of the publice.

{3) This section shal?! apply also to any such form
used by domestic insurers for delivery in a jurisdiction
outside this states if the insurance supervisory official of
such jurisdiction informs the commissioner that such form is
not subject te approval or disapproval by such officialy and
uoon the commissioner's order requiring the form to be

submitted to him for the purpose. The applicable same

-3~ H3 4465
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standards shall apply to such forms as apply to forms for
domaestic uses

(6} This section and 33-1-502 shall not apply as to:

{a) reinsurance;

{b) policies or contracts not issued for delivery in
this state or delivered in this states except as provided in
subsection (5)3%

(c) ocean marine and foreign trade insurances."

Sz2ction 2. Section 33-2-119y MCAy is amended to read:

?33-2-119. Suspension or revocation for violations and
special Groundse {1) The commissioner mays ¥n his
discretiony suspend or revoke an insurer's certificate of
authority ify after a hearing thereons he finds that the
insurer has:i

{a)l wviolated any lawful crder of the commissioner or
ary orovision of this code other than those for which
susp2nsion or revocation is mandatorysjg

(bl __reinsured more.than 20% of Jis riskse residepnt__or
to.._ ke, performed. _io_ Moptapas_ _in.__another _iosurers __In
considering-suspension_or_revocationa the commissionsr shall
copsider_all relovant factorss jocludiog whetbecs

fii__after the reinsuraoce. transaction all_parties will
be_in_cempliance_with Mentana lawi_and

(iLi) the _ transaction . will _ _substoptially . reduce

protection_gnd. service to Montana pelicyholderss

—-4= HB 465
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{2 The commissioner shall, after a hearing theresans
suspand or revoke an insurer's certificate of authority IFf
he finds that the insurer:

{a) is in wunsound condition or in such condition or
using such methods or practices in the conduct of its
businass as to render its further transaction of insurance
in Mo~tana injurious or hazardous to its policyholders or to
the public;

(b) has refused to be examined or to produce its
accountsey recordsy and files for examination or if any of
its officers have refused to gqive information with respect
to its affairsy when required by the commissioner;

(¢} has failed to pay any final judgment rendered
against it in Montana within 30 days after the judgment
became finalj

(3} with such freouency as to indicate its general
business practice in Montanay has without just cause refused
to pay broper claims arising under its policiess whether any
such claim is in favor of an insured or is in favor of a
third person with respect to the liability of an insured to
such rhird person, or without just cause compels such
insurzd or claimant to accept less tham the amount due them
or ta employ attorneys or to bring suit against the insurer
or sich an insured to secure full payment or settlement of

such claims;

—5- HB 465
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{e) is affiliated with and under the same general
management or interlocking directorate or ownership as
another insurer which transacts direct insurance in Montana
without having a certificate of authority therefory except
as permitted as to a surplus line insurer under part 3 of
this chapters,

fFi——has-—re+nsured——a%*-+ts—r+ska—+n—the+f—ent+rety-+n
ancther—+nidrers

(3 The commissioner mays in his discretion and
without advance notice or a hearing thereons immediately
suspend the certificate of authority of any lInsurer as to
which oroceedings for receivership, conservatorshipy
rehabiltitationy or other delinguency proceedings have been
commenced in any state."

Saction 3. Section 33-2-TOSy MCAr i5 amended to read:

#33-2-TD5. Report on premiums and other consideration
== taxe. (1} Fach authorized insurer and each formerly
authorized insurer with rospect to premiums so received
winile an authorized insurer in this state shall file with
the commissioners on or before March 1 each yeary a report
(excert as to Wet marine and transportation insurance taxed
under subsection (4) below) in form as prescribed by the
commissioner showing total direct premium incomesy includino
policyy memberships and other feesy, premiums pain by

application of dividendss refundse savingss savings couponss

—&- HB 46%
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and <imitar returns or credits ta payment of premiums for
new or sdditional or extended or renewed insurances charges
for payment ‘of premium in instalimentsy and all other
consideration fcr insurance from all kinds and classes of
insurance whether designated as a4 premium or otherwises
received by it during the preceding calandar year on account
of policies covering prapertyy subjectsy or risks locatedy
resident, or to bte performed in Montanas with proper
propertionate allacation of premium as to such propertys
subjectsy or vrisks in Montana insured under policies or
contracts covering propertys subjectss or risks located or
resident in more than one statey after deducting from such
total direct premium income applicable cancellationss
returaed premiumss the unabsorbed portion of any deposit
premiuins the amount of reduction in or refund of premiums
allowed to industrial 1ife policyholders for payment of
premiuvas direct to an office of the insurers al? policy
dividendsy refundse savingsy savings couponss and other
similar returns paid or credited to policyholders with
respect to such policiess As to title insurances "premium®
ini]udes the total charge for such insurance. No deduction
shall be made of the cash surrender values of policiess
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be

subject to taxa.
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(2) Coincident with +the filing of the tax report
referred to in subsection (1) aboves each such insurer shall
Fay to the cummissioner a tax upon such net premiunse This
tax may pe computed in either of the following ways:

{a) {i) A QOmesti: insurer may choose to compute its
tax based on the percentage of its admitted assets invested
in Montana securities according to the following schedule:

(A) £ 3/4% of net premiums if the insurer has 0% of
its admitted assets invested in Montana securities;

{8) 2 1ls4% of net premiums if the insurer has at least
25% of its admitted assets invested in Montana securities;

{C) 1 3/4% of net premiums if the insurer has at Teast
50% of its admitted assets invested in Montana securities;

{D) 1 1/4% of net premiums If the insurer hés at least

T5% of its admitted assets invested in Montana securities;

(E) 3/4% of net opremiums if the insurer has 103z of
its adnitted assets invested in Montana securities.

{ii) *Admitted assets® are those assets allowed in
33~2-501.

(ili) An insurer <choosing this method of computation
must itemize its Montans securities on a detailed schedule
attached to its annual tax reportes

(b} (i) If +the method provided far in subsection {a}

is not usedy the insurer shall compute its tax at the rate

-B- HB 465
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of 2 374X of the net premiums.

(ii} An insurer choosiné this wmethod and having not
less than 50% of its pald-in capital stock invested in
Montana securities is allowed to deduct whatever tax it may
have 3lready paid to the state of Montana and its political
subdivisionsy during the same calendar year as to which
premium tax is being paidy, from the amount otherwise due
under this sectlonf

{3) For the purpose of subsection (2)s

{(a) Ppaid-in capital stock" as to a mutual or
reciprocal insurer shall be deemed to be an amount equal to
10% of the insurer®s assets; and

{p) TMontana securities" shall be deesmed to include
only aeneral obligations of the state of Montana or of its
pelitical subdivisionss mortgage Joans secured by a first
lien upon real estate located in Montanay and real estate
located in Montana owneq by the insurery all if otherwise
lawful investments of the insurer under this code.

{3} {a) On or before March 1 of each year each insurer
shadl file with the commissionere on forms as prescribed and
furrished or accepted by hime a report of its agross
underwriting profit on wet mariney-—intend--mariney and
transpsrtation insurances, authorized in 33-1-209 el
33=-t~-22t~-through-33-+-229, written in this state during the

calendar year next preceding 2and shall at the same time npay
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to the commissioner a tax of 374 of 1% of such gross
dnderuriting profite

(b} Such gross underwriting profit shatll be
ascertained by deducting from the net premiums (ieces qross
premiums less all return premiums and premiums for
reinsurance) on such-wet marine and transportation insurance
contracts the net losses paid (ise.y gross Tosses paid less
salvaje and recoveries on reinsurance ceded) during such
calendar year under such contractss In the case of insurers
issuing participating contractsy such gross underwriting
profit shall not imciude for computation of the tax
prescribed by this subsection {4) the amounts refundedsy
creditedy or paid as participation dividends or savings by
such insurers to the holders of such contractse.

(3} That portion of the tax paid hereunder by an
insurar on account of premiums received for fire insurance
shall be separately specified in the report as required by
the ctommissioners for apportionment as provided by laws
Where insurance against fire is included with #nsurance of
property against other perils at an undivided premiume the
insurer shall make such ;easonab1e allocation from such
entire premium to the fire portion of the coverage as shall
be stated in such report and as may be approved or accepted
DY tht comwmissionar,

(&) dith respect to authorized insurers the premium

=16~ HB 465
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tax provided by this section shall be payment in full and in
lieu of all other demands for any and all statey countyy
citys districty municipals and schocl taxessy licensesy feesy
and esxcises of whatever kind or charactery excepting only
those prescribed by this codes taxes on real and tangible
personal property located in this statey and taxes payable
under 50-3-10%.

(7} The commissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required under this sectione®

Section %« Section 33-2-707y MCAs is amended to read:

"33-2-707« Preemption of taxings The state of Montana
hereby preempts the field of Imposing excisey privileges
franchisey incomes license, and similar taxesy licensess and
fees wupon Insurers and their general agents and agents as
such and on the intangible property of insurers or such
agents. No countysy citys municipality, szlf-governing local
goyergments districts school districte or other political
subdivision or agency in Montana shall levy upon insurerss
or upon their general agents and agents as suchs any such
taxs licensey or fee additional to such as are levied by the
legislature of Montana in this codees®

Szction S. Section 33-2-1206y MCA, is amended to reads

®33-2-1206. Bulk reinsurance -- foreign or alien

insurerse (1) A foreign or alien insurer may reinsure all or
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substantially alY of its insurance in force in Montana or a
major ctass thereof with an agreement of bulk reinsurancey
but no such agreement may become effective unless filed with
the coemmissioner and approved by him in writing after—-a
fearing—thereon. Ihe.commissicoer may in his discretion _hold
2__heariog _before approying or disapproving.ag agrecment Qf
bulk__reinsurancgs -.Eactors _to _be considered _on...pulk
Lzinsurapce agregmgnis_include but are not limited to:

(a)_—whether  _the _agreement would Dbe _ineguitable to
Montapa policyholders:

{o)__whether. the agieement would _substantially_ _reduce
Ssecucity of_Moptana.palicyholdersi.and

{c)l_.whether .the. ggreemeni woyld.substagtially .ceduce
the secvice to bhe_ rendered.te Moptana_policybeldsrss

{2) The commissioner shall approve Qr__disapproye the
agreement within a reasonable time after such-a-hearimg
antess-he-finds—-~that-—++t--woutd--stbatantiatly-——reduce~—the
protectton--or-~ssrvice~—to-—the--patieyhotders filing _the
RLapas2d_agreepent_orx when. applicable: afier_a_bearing.

{3) The commissioner may require a foreign or alien
insurer to establish a trust account in this statey pot to
exceed the aggregate reserves of the policies contained in
the bulk reinsurance agreements prior to granting approvale™

Section 6. Section 33-16-203y HCAs is amended to read:

*33-16-203. Rates fileda Every insurery rating

-12- HB 4565
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organizatlony or advisory organization shall file with the
commissioner all rates intended for use within this stater
togeenar-with-supportingq--dato-—sufficient-—to~-—sahstantiate
soeh--F+¥+nge The filing required by this subsection may be
made by rating organizations on behalf of their members and
subscribers; but this provision does not prehibit a mewber
or subscriber from fFiling any such rates on its own behalf.
any deviations from a rating organization®s rates by a
nemher or subscriber must be filed With the commissioner and
mose-be—aceompanied-by-supporting-data.”

Section Te Section 33-1T-1024 MCAy is amended to read:

%33-17-102. Definitionss (1)} {(a) An ®adjuster™ is a
person whos on behalf of the insurer, for compensation as an
independent contracter or as the employee of such an
independent contractor or for fee or commission investiqgates
and nejotiates settlement of claims arising under insurance
contracts gr_ptherwlse acts_op bahalf of the insurerc.

(b} A licensed attorney at 1l1aw who is qualified to
practice law #n this statey a salaried erployee of an
insurer or of a manaqging general agentsy or a ticensed agent
who adjusts or assists in adjustment of losses arising under
pelicies issued by the insurer represented by such agent is
not deemed to be an adjuster for the purnoses of this
chapteras

(2) An "agent®™ is an individualy firmy or corporation

-i3- HE 465

L N

o

10
11
12
i3
i4
15
16
17
182
19
29
21
22
23
24

25

HB 0465/02

appointed by an insurer to solicit applications for
insurance or annuities or to negotiate insurance on its
behalf ande if authorized to do so by the insurer, to
effectuate and countersign insurance contractss

(3) Trife insurance agent™ includes also an agent of a
life insurer who is or proposes to be licensed as to the
same insurer for disability insurance in addition to iife
insurance and anpuities.

(4) A “"solicitor® is an Individual appointed and
authorized by an agent to solicit applications for
insurances other than life insurance or disability
insurancey as a representative of such agenty and to cellect
premiums thereon when expressly sa authorized by the agents

{3). A "maocaging ganeral ageni®_ is_ao_lodividuals firme
Qr.cprporation appcinted as ap indgpendent contractor by _ope
er_more_insurers_for the priocipal  opurgese _of exercising
genecai_ swpecvision ower the business of tbe iosurer_in this
States _ipcluding _tbe _autburity to apooiot agents far such
insugers-aod_to.termipaie such apnoinimentss™

Section Bes Section 33-17-103y MCAs is amended to read:

"33-17-103« Exceptions and exemptions from definition
of ajents: _managing.__general__agents and solicitore The
definitions of agents.papaging_generg).agents and solicitor
contained in 33-17-102 shall not he deemed considered to

include?

-14= HB 465
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(1) individuals employed and used by agents for " the
parforaance of «clericaley stenographics and similar office
dutiese Incidental taking of an application for insurance
from time to time in the office of the employing agent shall
not constitute such an employee as an agent or sclicitor if
the eaployee®s compensation is not contingent upon or
relating te the volume of such applicationss insurance, or
pramiuise

(2) tWe-supervising-genaraly-statey-or--special--agent
of——=scher---stperviaing-—offreer-—-or--supervisrng--sataried
employee-of -—an——insurer go__supervising..salarisd officers
supervising..salaried _employeses _ar _gther.pecsgo.pr eniity
cootrelled by an. insurer  and _campensated__sirlcily _oo..a
salary. _basis .by. tbe_igsurery who solicits only with or in
conjunction with duly licensed agents of the insurer;

{3) the attorney-in-fact of a reciprocal insurer or
the selaried traveling representative of a reciprocal or
mutual insurer not compensated on a commission basis;

(4) a person who secures and forwards information for
the purpose of an existing group insurance contract or for
enrolling individuals under an existing group insurance
contract or issuing certificates thereunder where no
commisslion is paid for such services."

Section 9. Section 33-17-201l, MCAs is amended to read:

"33-17-201« License required of agentsa___managing
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general. ageoiss and solicitors =-- forms. (1} Mo person shalt
in this state act as or hold himself out to be an agent or
solicitors as to subjects of insurance Jocateds residenty or
to be perfurmed in this state unless then licensed as such
agent or sclicitor under this chaptere

L2)__No_ person.. way _act__or__hold himself ouf in this
state fo be 2 mapaging_geoeral. agent unless. licensed _as __an
iuiuLancﬁ__ﬁgent__undez__xnis-_shan:e:--and_ﬂunnlnxed.hx.xns
insyrers repressntede .

t+2+{31) No agent or solicitor shall selicit or take
application fors procures or place for others any kind of
insurance as to which he is not then licenseds

t3¥(4) No agent shall place any businessy other than
coverage - of his own riskss with any insurer as to which he
does aot then hold an appointment or license as agent under
this chapters except as provided in 33-17-1104 as to Jife or
disability insurance agentse.

9743} The <commissioner shall oprescribe and furniSh
forms reguired in connection with application fors issuances
continuationy or termination of licenses and appointmentse

£5¥(6) Unless licensed as 2 life insurance agent as
required by this sections no person shall in this state
salicit Jife insurance or annuities or procure applications
therefor or engage or hold himself out as engaging in the

business of analyzing or abstracting life insurance policies
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or snnuities or of counseling or advising or giving
opinionsy other than as a licensed attorney at laws relative
to such insurance or annuities for fees commissiony or ather
compensation, other than as a salaried bona fide fuli-time
employee so counseling and advising his employer relative to
the insurance interests o©of the employer and of <the
subsidiaries or business affiliates of the employer or with
resnect to the insurapce interests of employees of such
employery subsidiariesy or affiliates under group insurance
or simnilar insurance plans afranged by the employer or
employvers of such ewmployees.™

<ection 10s Section 33-19+304y MCAy is amended to
read:

"33-19-304. Information concerning previous adverse
underdriting decisions. An insurance institutionsy agents or
insurance~-suppert organization may not seek information in
connection with an insurance trapnsaction concerning:

(1) any previous advarse underwriting decision
axperianced by an individual gpless._the_ _loguiry _also
requests_the reasons for any previous _adyerse . .uaderwriting
decisions or

(2} any previous insurance coverage obtained by an
inddvidual through a residual! market mechanism unless the
inquiry also requests the-reasons-for-any-previous—-adverse

onderwritinq-dectsian—-or the reasons why insurance coverage

-17- HB 465
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was previously cbtained through a residual market

mechanisme®™

Section 1lle Section 33-20-1210y MCAy 1is amended to
read:

#33-20-121%. Conversion on termination of policys The
group tife insurance policy shall contain a provision that
if the group policy terminates or is amended se as to
terminate the insurance of any class of {fnsured personsy
avery person insured thereunder at ¢the date of such
terminatiom whose insurance terminates and who has been se
insured for at Yeast 3 years prior to such termination date
shall be entitled to have issued to him by the insurer an
individual gpolicy of 1Jife insurances subject to the same
conditions and limitations as are provided by 33-20-1209,
except that the group policy may provide that the amount of
such individuyal palicy may not exceed the smaller oft

{1} the =2mount of the sersonts 1ife insurance
protection ceasing because of the termination or amendment
of the group policys Yess the amount of any life insurance
for which he is or becomes eligible under any qroup poticy
issued or reinstated by the same or anotner insurer wWwithin
31 davs after such termination; and gr

(2} $10+000.™

Szction 12. Section 33-22-229, MCAy is amended to

reads:
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"33-22-22%. Conformity witn state statutese There may
pust e a provision as follows:

“"lonformity with State Statutes! Any provision of this
polticy which on its effective date is in conflict with the
statutes of the state in which the insured resides on such
date is hereby amended ¢to conform to the minimoum
requirements of such statutes."®

-~End-
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HOUSE BILL NO« 465
INTRODUCED BY HEMSTADe GAGE

7Y REQUEST OF THE MONTANA DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: WAN ACT TO GENFERALLY REVISE AND
CLARIFY THE LAWS RELATING TO INSURANCE; CHANGING FORM FILING
REQUIREMENTS; CLARIFYING PROVISIONS RELATING TO REINSURANCE
AGREEMENTS AND RULK REINSURANCE; PROVIDING THAT INLAND
MARINE TINSURANCE IS TAXED AT 3p4-8F-3 2 33L& PERCENT OF NETY
PREWIUMS NRETTEMN; CLARIFYING THAT SELF-GOVERNING LODCAL
GOVERNRENTS MAY NOT TAX OR LICENSE INSURERS DR AGENTS;
DELETING THE REQUIREMENT FOR FILING SUPPORTING DATA ON RATE
CHANGES BY INSURERSy RATING ORGANIZATIONS, AND ADVISORY
ORGANIZATIONS; DEFINING A “MANAGING GENERAL AGENT® AND
PROY IDING FOR LICENSURE; CLARIFYING WHEN INSURANCE
INFORMATION MAY BE OBTAINED ABOUT AN INDIVIOUAL; CLARIFYING
THE POLICY AMOUNT THAT MUST BE OFFERED ON TERMINATION OF A
GROUP LIFE POLICY; AND PROVIDING THAT A POLICY CLAUSE ON
CONFORHITY RITH STATE STATUTES BE MANDATORYS AMENDENG
SECTIONS 33-1-501, 33-2-119¢ 33-2-T054 33-2-T07Ty 33-2-1206s
33-15-203y 33-17-102y 33-17-103, 33~-17-201, 33-19-304,

33-20-1210¢ AND 33-22-229y MCA."

Eg IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Saction 1. Section 33-1-501, MCAs is amended to read:
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*33-1-501. Fiting and approval of formss. (1) Na
insurance policy or annuity contract forme application forme
printed rider or endorsement forms or ferm——af-renewad
certificate gf insurapnce shall be delivered or issued for
delivery in this state unless the form has been filed with
and approved by tha commissioner of this state and the state
of domicile of the insurery where so requireds This
provision shall not apply to surety bonds¢-specioldy-rated
nteand-merine—risksy or policiess riderss endorsements, or
forms of wunique character designed for and used with
relation to insurance upon a particular subject or which
relate to the manner of distribution of benefits or to the
reservation of rights and benefits under life or disability
insurance policies and are used at the request of the
individual policyholdery contract holders or certificate
helder. As to forms for use in propertys marine (other than
ocean marine and forelgn trade coverages)y casualtys and
surety insurance coveragess the filing required by this
subsection may be made by racting organizations on behalf of
its members and subscribersy but thls provision shall not be
deemed to prohibit any such member or subscriber from filing
any such forms on its own behalf.

{2y Every such filing shall be made not less than &0
days in advance of any such deliverys Approval of any such

form by the commissioner shall constitute a waiver of any
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unexpired portion of such waiting periods The commissioner
nay extend by not mere than an additional 50 days the period
within whi<h he may so affirmatively approve or disapprove
any such form by giving notice of such extension before
expiration of +the initial &0-day periods The commissioner
may at any times after notice and for cause showns withdraw
any such approval.

{3) Amy order of the commissioner disapproving any
such form or withdrawing a previous ahprouai shald state the
grounds therefor and the particwlars thereof In such details
as reasonably to inForm the insurer therwof.

{4) The commissioner mayy by orders exempt from the
requirements of this section for so loag as he deems proper
any insurance document or form or type thereof as specified
in such order to whichy in ‘his opinions this section may not
practicabty be appried or the filing and approval of which
arer In his opiniony not desirab¥a or necessary for the
protection of the publica

5} ‘This section shall apply also to any such form
used by domestic Insurers for delivery 1h a jurisdiction
outside this statey, If the Insurance supervilsory official of
such Jurisdiction informs the commissioner that such form is
not subject to approval or disapproval by such offictaly and

upon the commissioner*s order requiring the Fdrm to be

submitted to hin For the ‘purbbsr- The applicable same
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standards shall apply to such forms as apply to forms for
domestic us€e

{6) This section and 33-1-502 shall not apply as tos

(a) reinsurance;

(b) policies or contracts not issued for delivery in
this state or delivered in this statey except as provided in
subsection ({5);

(c) ocean marine and foreign trade insurancese™

Section 2« Section 33-2-119y MCAs is amended to read:

"33-2-119. Suspension or revocation for violations and
special groundse 1) The commissioner ways in this
di scretions suspend or revdoke an lnsufar's cartificate of
authority ife aftar & bearing thereons he finds that the
insurer hasj

Lg) wviolated any lawful order of the commissioner or
any provision of this code other than those for which
suspension or revocation is mandatorysi

th) __reinsyred sore than 90X of I1ts risks. resident _or
to . be _performed,  in _Moptanas.. ino. _anokher  insuxers_ . Io
considering._suspensien or revocations_the cosmissioner_shall
consider. all.relevant factdrs. including whethecs

{ij__after the reinsuracce transaction. all. pactiss will
be_ la.compliance with Mootana lawi_aond

fik)-the _ swaosacthon . will . substestisilie. . cedece
protection and_secvice to_Montana gelicyholderse

- MHB %65,
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{2Y The commissioner shall, after a2 hearing thereons
suspand or revoke an insurer's certificate of authority if
he finds that the insurer:

{fa) is in unsound condition or in such condlition or
using such methods or practices in the conduct of its
businzss as to render its further transaction of insurance

in Montana injurious or hazardous to its poticyholders or to

- the publici

(b} has refused to be examined or to produce its
accountsy recordsys and fFiles for examination or if any of
fﬁs officers have refused to give information with respect
to its affairsy when required by the commissjoner;

{c) has failed to pay any final judgment rendered
again#t ituin Montana within 30 days after the judgment
becase final;

(3) .with such frequency as to indicate its general
business practice in Montanas has without just cause refused
fa péy proper claims arising under lts policjesy whether any
such claim is in favor of an insured of is in favor of a
third person with respect to the Tiabitity of an insured to
such third persons or without just cause compels such
insured or claimant to accept less than the amount due them
or to eaploy attorneys or to bring suit agalnst the Insurer
or sscth an insured to secure full paymnent or gettlement of

such claims;

-5 HB 465
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(e) is affiliated with and under the same general
management or interlocking directorate or ownership as
another insurer which transacts direct insurance in Montana
without having a certificate of authority therefore except
as parmitted as to a surplus line insurer under part 3 of
this chapterta

tfy-—has-—retnsared-—ati-its-risks—in—their-entiraty-in
snether-insurers

{3) The commissiuner mayy In his discretion and
without advance notice or a hearing thereons immediately
suspend tha certificate of authority of any. insurer as to
which proceedings far receivershipe conservatorships
rehabilitations or other delinguency proceedings have been
commenced in any states™

Saction 3. Section 33-2-T05y MChy is amended to read:

®33~2-T05. Report on premiums and other consideration
== taxs (1} FEach authorized insurer and each formerly
authorized insurer with respect to premiums so0 received
while an oauthorized insurer in this state shall file with
the commissionery on or before March 1 each years a report
(except as to wet marine and transportation insurance taxed
under subsection (4) below) in form as prescribed by the
commissioner showing total direct premium incomes Including
policys membership, and other feess premiums paid by

application of dividendsy refundse savingse savings couponsy
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and similar returns or credits to payment of premiums for
new or addltl&hal or extended or renewed Insurances charges
for payneﬁt .of premium in instalimentss and all other
conslderation—for insurance from al! kinds and classes of
insurance whether designated as a premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertys subjectss or risks locatedy
residenty or to be performed im Montanas with proper
proportionate allocation of premium as to sSuch propertys
subjectses or risks in Montana insured under policies or
contracts covering propertys subjectsy of risks located or
resident in wmore than one states after deducting from such
total direct premium income applicable cancellations,
returnad premiumss the unabsorbed portion of any deposit
premiumy the amount of reduction in or refund of premiums
allowed to Industrial 1life policyholders for payment of
premiums direct to an office of the Iinsurers aill policy
dividendsy refundsy savingss savings couponsy and other
similar returns paid or credited to policyholders with
respect to such policiese AS to title insurances “premium®™
includes the total charge for such Insurances No deduction
shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included In total direct premium income and shall not be

subject to tax.
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(2) Coincident with the fillng of the tax report
feferred to in subsection (1) aboves each such Insurer shall
pay to the commissioner a tax upon sych net premiuase This
tax may be computed in either of the following ways:

{a) (i) A domestic Insurer may choose to compute Iits
tax based on the percentage of its admitted assets invested
in Montana securities according to the following schedule:

{AY 2 3/4% of net premiums if the insurer has 0X of
its adeitted assets Invested in Montana securities;

{B) 2 174X of net premiums If the insurer has at least
25% of its admitted assets invested in Montana securities;

(C) 1 3/4X of net premiums if the insurer has at least
502 of Its admitted assets invested in Montana securities;

(0) 1 1/4X% of net premiums If the insurer has at least
75% of its admitted assets invested in Montana securities;
and

(E) 374X of net premtums if the Insurer has 100k of
its adeitted assets invested in Montana securities.

{ii) “Admitted assets™ are those assets allowed in
33-2-501.

{ifi) An Insurer choosing this method of computation
must itemlze jts Montana securities on a detailed schedule
attached to its annual tax repofrt.

() (i) If the method provided for In subsectlion (a)

is not usedy the Insurer shall compute Its tax at the rate
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of 2 3/4% of the net premiums.

(it} An insurer choosing this method and having not
Tess than 50X of its pald-in capital stock invested in
Montana securities is allowed to deduct whatever tax it may
have already paid to the state of Montana and its political
subdivisionsy during the same calendar year as to which
premium tax is being paids from the amount otherwise due
under this sectlone.

{3) For the purpose of subsection (2)2

{a) "paid-in capital stock™ as to a wmutual or
reciprocal insurer shall be deemed to be an amount equal to
10% of the insurer’s assets; and

(b} "Montana securities™ shall be deemed to include
only ceneral obligations of the state of Montana or of its
political subdivisionss mortgage loans secured by a first
Tian upon real ecstate 1ocated in Montanas and real estate
located in Montana owned by the insurers all if otherwise
lawful investments of the insurer under this code.

{+) {(a) On or before March 1 of each year each insurer
shall file with the commissioners on forms as prescribed and
furnished or accepted by hime a report of its gross
underwriting profit on wet mariney--intrand-—-mariney and
transportation insuranceé, authorized in 33-1-209 and
33~t-22--throagh-33-1-229, written in this state during the

calendar year next preceding and shall at the same time bpay
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te tha comnissioner a tax of 3/4 of 1% of such gross
underwriting profit.

{b) Such gross underwriting profit shall be
ascertained by deducting from the net premiums (l.e.y gross
premiums less all return premiums and premiums  for
reinsurance) on such wet marine and transportation insurance
contracts the net losses paid {ieeey gross losses paid less
salvaje and recoveries on reinsurance ceded) during such
calendar year under such contracts. In the case of insurers
issuing participating contractss such gross underwriting
profit shail not include for computation of the tax
prescribed by this subsection (&) the amounts refundeds
creditads or pald as participation dividends or savings by
such insurers to the holders of such contractse

{5) That portion of the tax paid hereunder by an
insurer on qccount of premiums received for fire insurance
shall be separately specified in the report as required by
the commissionery for apportionment as provided by lawe
¥here insurance against fire is Iincluded with JInsurance of
property against other gerils at an undivided premiumy the
insurer shall make such reasonable allocation from such
entire premium to the fire portion of the coverage as shall
pbe stated in such report and as may be approved or acceptad
by the commissionaere

(6) Hith respect to authorized insurers the premium
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tax provided by this section Shal) ‘be payment in full and in
Tleu of all other demands for any and all statey countys
cityy districty municipals and schogl taxess licensess fees,
and excises uof whatever kind or characters excepting only
those grescribed by this codes taxes on real and tangithte
personal property located in this states and taxes payable
undar 50~3-109.

(7T) The commissionar may suspend or raevoke the
certificate of authority of any ‘bnsurer .which fails to pay
its taxes as required umder this section.”

Saction 4« Section 33-Z-TOTy MCAsy is omended to read:

¥33-2-707. Preemptien of taxing. The state of dontana
heredy preempts the fidld of ‘imposing -excisey privilegey
franchisey incomes Viconse, and simllar taxesy liconsess and
fees wupon insurers and their general agents and agents as
such and on the -intangible property of insurers or such
agantss No county, cityy, municlipa¥ltys ‘sekf-governlag local
gayerneents districts school districty or other poélitical

sybdivision or -agency In Montana shall ‘lewy upon insurerss

or upon their general agents and agents as suches any such
taxs Ticensey or fee additional to such as are levied by the
legislature of ‘Montana in this code.*
Saction 5. Section 33~2-1206y MCAs ‘is amended to read:
®F3-2-1206. Bulk reinsuramce -- foreign or alien

insurarTéa ¢1) ‘A toreign or ‘@Fien ‘Insurer may reinsure all wor
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substantially all of its Insurance in force in Montana or a
major class therecof with an agreement of bulk reinsurancey
but no such agreement may become effectlive unless filed with
the commissioner and approved by him In writing wofter--a
hearing-theresn. Ibe _comsissiooer may in his discretion hald
a__beatLng._hgfn:e_annznulng.ez_nisanunnxlnn_an_aansnnsnx_nf
bulk. reinsucances . Factocs  to. _be _coosideced oo .bulk
reipsurance agrespents_loclude but are pot limited toi

{a)__whather the acgreement would _he _inequitable-ig
Montapa pakicyhelders:

{h) .. whather. the agcespent would _Substaokially -reduce
security of Monkapa_policxboldersi aad

LC)l__mhether _fbe_ _ageespens_would substantially reduce
the secvice to _be readersd to Montaona.policyholderss

(2) The commissionar shall approve or._disapargve “the
agreement within a reasopnable time after aseh-a-hearing
antess-he-fFinds~~that--it--poutd--substantiatly-~reduce--the
pratection——or-<wurvice--~ts——the--petieyhoiders Eiling _the
proposad_agreepent ocs. when applicaplies.aftec.a bearing.

{3} The commissioner may require a foreign or alien
insurer to establish a trust account in this states, not to
exceed the aggregate reserves of the policies -contained .in
the bulk reinsﬁrance agreements prior to qranting approvale%

Section 6, Section 33-16-2Q3, HCA, is amended to read:

#33~16-203s Rates filled. Every insurary rating
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organizationy or advisory organlzation shall file with the
commissioner all rates intended for use wWwithin this statev
eegetner—u+th-aupport+ﬂq-—dcta—-suFF&e+ent—-to—-substentiate
syeh-~f+++mg. The filing required by this subsection may be
made by rating oraanizations on behalf of their members and
subseribarss but this provision dees hot prohibit a member
or subscribter from filing any such rates on its own behalf.
any deviations from a rating organization®'s rates by 2
menher or subscriber must be filed with th2 commissioner and
must-ba-accempanied-hy-supperting-data.”

Section T. Section 33-17-102s #CAs is amended to read:

%33-17-192. Dafinitions. {1) ta) An “adjuster™ is a
person whos on behalf of the insurers for compensation as an
independent contractor or as the employee of such an
indepeadent contractor ar for fee or commission investigates
ang nejotiates settlement of cliaims arising unaer insurance
contracts gr_otherwise ocis-on. behalf of the josursr.

[6} A licensed attorney at law who is qualified to
practice law in this state, a salaried erployee of an
insurer or of a manaqging general azents or a lticensed agent
#ho adjusts or assists in adjustment of losses arising under
pelicies issusd by the insurer representec by such agent s
not deemad to be an adjuster for the purnoses of this
chactera

{2) An Wagent™ is an individualy firmes or coerporation
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appointed by an insurer to solicit applications for
insurance or annuities or to negotiate insurance on its
behalf andy if authorized to do so by the insurery to
ef fectuate and countersign insurance contractse

{3) "Life insurance agent® includes also an agent of a
life insurer who is or proposes tc be licaeansed as to the
same insuraer for disability insurance in addition to life
insurance and annuitiess

(4) A @solicitor" is an individual appointed and
authorized by an agent to solicit applications for
insurances other than life insurance or disability
insurances as a representative of such agenty and to ccllect
premiums thereon when expressty so authorized by the agent.

Li)__A Zmanaging general agent® is 30 _lodividuals firms
ar._corpocation apholnted as ap_independest coniractor by one
er_more_iosurers for the orincipal _purpose _of exercising
generz) superyisioa_over the business of rhe. insurer_in this
states_ _including. _ the_ _ausbority to apagint_agents for such
insurars_gond.io_tecminate_such_azacintoentss™

Section Be Section 33-17-123, MCAs s amended to read:

n33-17-103. Exceptions and exzmptions froem definition
of aterts__panaging. _ g¢eoscal..ageots and solicitore The
definitions of agents_.mapaging_general_agents and solicitor
cont2ined in 33-17-102 shall not he deemed considered to

include:
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{1) individuals employed and used by agents for the
performance of c¢lericaly stenographicy and similar office
duties. Incidental taking of an application for insurance
from time to time in the office of the employing ageat shall
not constltute such an employee as an agent or solicitor if
the eamployee®s compensation is not contingent upon or
relating to the volume of such applications, insurances or
premiums.

(2) the-supervising-gensraly-statey-sr-—-special-—agent
or«--othef«--suaerv#s6ng--eifieer--er--superv+s+ng—~so¥af+ed
enployee—of-—an-—+insurer 3__supervisiog _salaried officers
superviziog Sdlaried esployees.  .or _piher._pecson o eatity
:nntznllgn_hu_én._insuzez__ann__cnmnsnsated__stzlc:lx__nn__a
aalanz;.hasls_.hx__tng_lnau;g;. who solicits only with or in
conjunction with duly licensed agents of the insurer;

{3) the attorney-in-fact of a reciprocal iasurer or
the salaried traveling representative of a reciprocal or
mutual Insurer not compensated on a commission basis}

{4} a person whu secures and forwards Information for
the ourpose of an existing group insurance contract or for
enrolling individuals under an existing group insurance
contract or issuing certificates thereunder where no
commission is paid for such servicesa."

Section %« Section 33-17~20ly MCAy is amended %o read:

n33=17-201s ticense required of agentsa__._0anaging
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general_agentss and solicitors ~— forms. [1}) No person shatl
in this state act as or hold himself out to be an agent or
solicitors as to subjects of insurance locatedy resident, or
to be performed in this state unless then licepnsed as such
agent or salicitor under this chapter.

L2)__No_ . person ey .act__or hold himself out in this
stats_to _be_a mapagiog_genefal agent. upless licepnsed as__an
insurapce _agent. under. . this _chapter and appointed by _tpe
ipsurers. representeds

+23(31 No agent or solicitor shall solicit or take
application fors procures or place for others any kind of
insurance as to which he is not then licenseds

€3%4[4) Mo agent shall place any businessy other than
coverage of his own riskss with any insurer as to which he
does not then hold an appointment or license as agent under
this chapters except as provided in 33-17-110% as to life or
disability insurance agentse

+4%L5) The commissioner shall prescribe and furnish
forms required in connection with application fore issuances
continuations or termination of licenses aﬁd appointmentss

+5¥4{6) Unless 1licensed as a life insurance agent as
required by this sections no person shall In this state
saljcit Yife insurance or annuities or procure applications
therefor or engage or hold himself out as engaging in the

business of analyzing or abstracting life insurance policies
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or annuities or of counseling or advising or giving
opinionsy other than as a licensed attorney at lawy relative
te such insurance or annuities for feey commissions or other
compensationy other than as a salaried bona fide full-time
empleyee so. counseling and advising his employer relative to
the insurance interests of the employer and of the
subsidiaries or business affiljates of the employer or with
respect to the insurance Interests of employees of such
employars subsidiariess or affiliates under group insurance
or similar insurance plans arranged by the employer or
employers of such employees.®

Section 10« Section 33-19-304, MCAy i5 amended to
reads:

”33-19-304%. Information concerning previous adverse
underwriting decisionss An insurance institutions agents or
insurance—-support organization may not seek information in
connection with an insurance transaction concerning:

{1y any previous advarse underswriting decision
experienced by an individual gnless_ . tbe_ _joguiry alse
rsaquests_the_ressons_for_apy. previous-_adverse . undecwrifing
decisions or

(2) any previous Insurance coverage obtained by an
indlvidual through a residual market mechanism unless the
inquiry also requests the-ressona-for-any-previous—adverse

underwriting-decvrsron—or the reasons why insurance coverage
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was previously obtained through a residual market
mechanisme®

Section lle Section 33-20-1210s MCAy is amended to
read:

*33-20-1210. Conversion on termination of policy. The
group life Insurance policy shall contain a provision that
if the group policy terminates or is awended so as to
terminate the insurance of any class of insured pPersonss
every person insured thereunder at the date of such
termination whose insurance terminates and who has been so
insured for at least 3 years prior to such termination date
shall be entitled to have issued o him by the insurer an
individual policy of Jife insurancey subject to the same
conditions and limitations as are provided by 33-20-1209,
except that the aroup pelicy may provide that the amount of
such individual policy may not exceed the smaller of:

{1) the amount of the person’s life insurance
protection ceasing because of the termination or amendment
of the group policyy less the amocunt of any life insurance
for which be is or becomes eligible under any group policy
issued or reinstated by the same or another insurer within
31 davs after such termipation; emd gr

(2) $10+000%

Saction 12. Section 33-22-229¢ MCAy is amended to

read:
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*33~22-22%. Conformity with state statutese There may
sust be a provision as follows:

"Conformity with State Statutes: Any provision of this
policy which on its effective date is in conflict with the
statutes of the state in which the insured resides on such
date is hereby amended to conform to the mi ninum
requirements of such statutes.®™

-End~
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March 21, 1983

SENATE STANDING COMMITTEE REPORT
(Business & Industry)

That Statement of Intent be added to House Bill No. 465

A statement of intent is required for this bill because it
delegates rulemaking authority to the insurance commissioner to
adopt rules regarding public adjusters. It is the intent of the
Legislature that rules adopted by the commissioner be aimed at
protecting the consumer who chooses to use the services of a
public adjuster. The rules should provide for an examination
prior to licensing to ensure the competency of the adjuster. The
rules may also provide regulation and bonding requirements to
ensure that the consumer contracting with the public adjuster is
protected in the event the public adjuster does not fulfill his
contractual obligation to the consumer,



March 21, 1983

SENATE STANDING COMMITTEE REPORT
(Business & Industry)

That House Bill No. 465 be amended as follows:

1. Title, line 10.
Following: "WRITTEN;"
Strike: Remainder of line 10 through line 11 in its entirety,

2. Title, line 14.
Following: "ORGANIZATIONS;"

Insert: "DEFINING AND PROVIDING FOR THE REGULATION OF "PUBLIC
ADJUSTERS" ;"

3. Title, line 20.
Strike: "33-2-707,"

4, Page 2, line 4,
Following: 1line 3,
Insert: "form of renewal®”
Strike: "of insurance"

5. Page 4, line 9.

Following: Line 8.

Insert: "(7) As to group insurance policies effectuated and
delivered outside this state, but covering persons resident
in this state, group certificates which are delivered or
issued for delivery in this state shall be filed with the
commissioner upon his request."

6. Page 11, lines 11 through 22.
Strike: Section 4 in its entirety.
Renumber: subsequent sections

7. Page 13, line 25.

Following: Line 24.

Insert: "(c¢) A "public adjuster" is an adjuster employed by ,
and representing the interests ‘of  the insured. The commissioner
may adopt rules providing for the examination, licensure, bonding
and regulation of public adjusters.”

8. Page 17, line 21.

Following: "“decision"

Insert: "and the individual is advised of the source of the
information”

9. Page 18, line 2.

Following: "mechanism"

Insert: "and the individual is advised of the source of
information"



March 24, 1983

COMMITTEE OF THE WHOLE AMENDMENT

That House Bill No. 465 be amended as follows:

1. Page 13, line 4.

Following: "£iiing"

Insert: "together with supporting data sufficient
to substantiate such filing"

2. Page 13, line 10.
Following: '"data"
Insert: "and must be accompanied hv supporting data”
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STATEMENT OF INTENT

HOUSE BILL 465

A statement of intent is required for this bl11 because
it delegates rulemaking authority o the insurance
commissioner to adopt rules regarding public adjusterse It
is the intent of the LegislTature that rules adopted by the
commiss ioner be aimed at protecting the consumer who chooses
to use the services of a public adjuster. The rules should
provide for an examination prior to licensing to ensure the
competancy of the adjuster. The rules wmay a!so'prOvida
regulation and bonding requirements to ensure that the
consumer contracting with the public adjuster is protected
in the event the public adjuster does not Fulfill his

contractual obligation to the consumer.
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HB 0465703

HOUSE BILL NO. %65
INTRODUCED BY HEMSTADs GAGE

8y REGUEST OF THE MONTANA DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: ™aAN ACT TO GENERALLY REVISE AND
CLARIFY THE LAWS RELATING TO INSURANCE; CHANGING FORM FILING
REQUIREMENTS; CLARLFYING PROVISIONS RELATING TO REINSURANCE
AGREEMENTS AND BULK REINSUhANCE: PROVIDING THAT [INLAND
MARINE INSURANCE IS TAXED AT 374-8F-% 2 _3t6 PERCENY OF NET
PREMIUMS WRITTEN; ELARIFFENG—~FHAF~-SELF~CBVERNEING-~LBEAL
69!E&NHEN¥5-H*¥-NB¥—-#ﬁl-—8&--&*&ENSE*-*HS&RER&--Bﬂ——ﬁGEN?Sf
DELETING THE REQUIREMENT FOR FILING SUPPORTING DATA ON RATE
CHANGES BY INSURERSy RATING ORGANIZATIONS, AND ADVISORY
ORGANIZATIONS; QEEINING _ANO_PROVIOING FOR THE REGULAIIQN.QF
SPUBLIC ADJUIIERSTS DEFININé A 'HINAGiNG GEMERAL AGENT™ AND
PROVIDING FOR LICENSURE; CLARIFYING HHEN INSURANCE
INFORMATION MAY BE OBTAINED ABOUT AN ENDIVIDUAL; CLARIFYING
THE POLICY AMOUNT THAT MUST BE OFFERED ON TERMINATION OF A
GROUP LIFE POLICY; AND PROVIDING THAT A PDLIéY CLAUSE ON
CONFORMITY WITH STATE STATUTES BE MANDATORY: AMENDING

SECTIONS 33«1-501e 33-2-119y 33-2~705y 33-2=F@Fy 33-2-1206,

33=tb-283y 33-17-102, 33-17-103, 33-17-201, 33-19-304y }

33-20-1210s AND 33-22-229¢ MCA™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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HB D465/03

Section le Section 33~1-50Ly MCAy is amended to read:
"33-~1-501s Filing and appraoval of formse (1) No
insurance pelicy or annuity contract foras application forms

printad rider or endorsement forme or form-of--renewad EORM

'ﬂf__ﬂﬁﬂﬁlj; certificate gf-inasueranees shall be delivered or

issuad for delivery in this state unless the form has been
filed with and approved by the commissioner of this State
and the state of domicile of the insurery whera so required.
This provision shall not apply to surety bondst——spectatriy
rated----tntand-—-marint-——riskat or rpolicie5| ridersey
endorsementsy or forms of unique character designed for and
used with relation to insurance upon a particutar subject or
which relate to the manner of distribution of benefits or to
the reservation of rights and benefits under 1life or
disabillty Insurance policies and are used at the raquest of
thé individual policyholdery contract holdere or certificate
holder; As to forms for use in propertye marine {other than
ocean marine and foreign. t;ade covarages}s casualtys and
surety insurance coveragesy the filing required by this
subsection may be made by rating organizations on hehalf of
its m2mbers and subscriberg. but tﬁrs provision shall not.be
deemed to prohibit any such member or subscriber from filing
any such forms on its own behalf. '

(Z)v Every such filing shall be made not less than &0

days in advance of any such deliverys Approval of any such

-2~ HB 465
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HB 0465703

form by the commissioner shall constitute a waiver af any
unexpired portion of such waiting periods The commissioner
may extend by not more than an additional &0 days the period
within which he may so affirmatively approve or disapprove
any such form by giving notice of such extension before
expiration of the initial 60-day peripde The commissioner
may at any timey after notice and for cause showny withdraw
any such approval.

{3) Any crder of the commissioner disapproving any
such form or withdrawing a previous approval shall state the
grounds therefor and the particulars thereof in such details
as reasonably to inform the insurer thersofe.

{4) The commissioner maysy by ordere exempt from the
requiremants of this section for so long as he deemss proper
any Iinsurance document or form or type thereof as specified
in such order to whichs in his opinions this section may not
practicably be applied or the filing and approval of which
arey in his opinions not desirable or necassary for the
protection of the publice

(5) This section shall apply also to any such forme
used by domestic insurers for delivery In a jurisdiction
outside this statey if the insurance supervisory official of

such jurisdiction informs the commissioner that suych fore Is

.not subject to approwval or disapproval by such officials and

upon the commissioner®s order requiring the form to be
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submitted to him for the purposes The applicable same
standards shall apply to such forms as apply to forms for
domestic uses

{4) This section and 33-1-502 shall not apply as to:

{a) reinsurance;

(b} policies or contracts not issued for delivery in
this state or delivered in this statey except as provided in
subsection (5);

{c) ocean marine and forelgn trade insurancess.

L1)_AS__TO GROUP._INSURANCE .POLICIES EFFECTIUATED AND
DELIVERED QUTSIDE THIS STAYE BUT COMERING PERSONS.  RESIDENT
FN_.IHIS _STAIEs. GROUP CERTIEICATES WHECH ARE_DELIVERED OR
LSSNED EQR. DELIVERY AN JHIS.STAJE_SHALL-BE _ELLEQ _BIIH__THE
LOMMISSIQNER UEDH HIS_REQUESTa® '

Section 2. Section 33-2-119¢ MCAs IS amended to read:

833-2-119. Suspénslon_or revocation for violations and
special groundss (i) The commissioner mayy in his
discretions suspend or revoke an insurer®s certificate of
authority ifs after a hearing thereone he finds that the
Insurer hasz

La) violated any Jawful order of the commissioner or
any provision of this code other than those for which
suspension or revocation is mapdatoryws

Le)_reinsured wore thap S0% of Its rlskss gesident.or
ta. he_ pecforaed. In _Haotagas. Jo _3noiber _losurecs.. ..lo

—4- HB 4565
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considering suspension or revocatioons the commissigoer_shall
consider_ all relevani factofss jncludlag whether: _

lil..aftec the reigsurance transaction all_pacties will
be_in. compliance with Montana lawi apd

Lil)_the _  transactioon.  _will __substontially _ reduce
protection and seryice to Montanns pelicyholderse

{2) The commissioner shalle after a hearing théreon,
suspend or revoke an insurerts certificate of authority if
he finds that the insurer: '

{a) is in unsound condition or in such condition or
using such mathods or practices in the conduct of its
business as to render its further transaction of Insurance
in Montana injurious or hazardous to its policyholders or to
the public;

(b bhas refused to be examined or to produce its
accountse recordss and files for examination or if any of
its officers have refused to give lnforﬁatlon with respect
to Its affairss when required by the commissioner;

fc} bhas failed to pay any final judgment rendered
against it In Montana within 30 days after the judgment
became finalj;

[d} with such frequency as to indicate its general
business practice in Montanas has without just cause refused
to pay proper claims arising under its policiess whether any

such claim is 1in favor of an insured or is in favor of a

=5= HB 465
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third person with respect to the liability of an insured to

such third perscns or without Just cause compels such

insurzd or claimant to accept less than the amount due them

or to employ attorneys or to bring suit against the insurer
or such an Insured to secuée full payment or settlement of
such claims;

(e} is affiliated with and under the same general
management or interlocking directorate or ownership as
anather insurer which transacts direct insurance iﬁ Montana
without having a certificate of authority therefory except
as permitted as to a surplus line insurer under part 3 of
this chaptergs

tfr-—hos-reinsured-nit-its-risks-in-their-—entivety-—in
another—fnsurers

(3} The co-mlﬁsioner mayr in his discretion and
without advance notice or a hearing thereony immediately
suspend the certificate of authority of any insurer as to
which proceedings for receivershipe conservatorships
rehabilitationy or other delinquency proceedings have been
commenced in any state."

Section 3« Section 33-2-T70%y MCAy is amended to read:

"33-2-705« Report on premiums and other consideration
-~ taxe ({1l) Each authorized insurer and each formerly
authorized insurer with respect to premiums 50 received

while an authorized insurer in this state shall file with

-6~ HB 465
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the commissioners of or before March it each yeary a report
(excert as to wet marine and transportation insurance taxed
under subsection (4) below) in form as prescribed by the
commissioner showing total direct premiua incomey, including
policyy memberships and other feess premiums paid by
applicatlion of dividends, refunds, savingss savings couponss
and similar returns or credits tc payment of premiums for
new or additional cr extended or renewed insurances charges
for payment of premium in installmentsy and all other
considaration for insurance from all kinds and classes of

insuranace whether designated as a premium or otherwises
received by it during the preceding calendar year on account
of policies covering propertye subjectss or risks locateds
residents or to be performed in Montanas with proper
proportionate allocation of premium as to such propertys
subjectss or risks in Montana insured wunder policies or
contracts covering propertys subjectsy or risks located or
resident in more than one states after deducting from such
total direct premium income applicable cancellationss
returned premiumsy the unabsorbed portion of any deposit
promiums éhe "amount of reduction in or refund of premiums
allowed to industrial 1life policyholders for paysent of
pfeniumé direct to an office of the Insurer, all policy
dividendsy refundss savingss $avings couponsy and other

similar returns paid or credited to policyhplders with
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respest to such policiess As to title insurances “presium®
includes the total charge for such Insurancee No deduction
shall be made of the cash surrender values of policies.
Considerations received on annuity contracts shall not be
included in total direct premium income and shall not be
subject to tax. ’ '

{2) Coincident with the filing of the tax report
referred to in subsection {1) aboves each such insurer shall
pay to the commissioner a tax upon such net premiumse This
tax may be computed in either of the following ways:

(a) (i) A domestic Insurer may choos? to compute its
tax based on the percentage of its admitted assets invested
in Montana Securities according to the following schedules

{A) 2 274X of net premiums |f the insurer has 00X of
its admitted assets invested in Montana securities;

(B} 2 174% of net premiums if the insurer has at least
25% of Its admitted assets invested in Montana securities;

(C) 1 374% of net premiums If the insurer has at least
50% of its admitted assets invested in Montana securities;

{0) 1 1/4% of net premiums if the insurer has at least
75% of its admitted assets ipvestad in Montana securities;
and .

(E)Y 3/4% of net premiums if the insurer bhas 100X of
its admitted assets invested In Montana securities.

{ii} "Aadmitted assets™ are those assets allowed in

-8- HB 465
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33-2-501.

{(iti) An insurer cthoosing this method of computation
must itemize Jts Montana securities on a detalled schedule
attached to its annual tax reporte

(b} (i) If the method provided for in subsection (a)
is not wuseds the InSurer shall compute its tax at the rate
of 2 3/4% of the net premiumse

(ii) An insurer choosing this wmethod and having not
Yess than 50% of its paid-in capital stock invested in
Montana securities Is allowed to deduct whatever tax it may
have already paid to the state of Montana and its political
subdivisionss during the same calendar year as to which
premium tax Is being paidy from the amount otherwise due
under this sections

{3) For the purposa of subsection {2)?

(a) "pald-in capita)l stock® as to a mutual or
reciprecal insurer shall be deemed to be an amount equal to
10X of the Insurer®s assets; and

{b}) "Montana securities” shall be deemed to include
only general obligations of the state of Montana or of its
political subdivisionsy mortgage loans secured by a first
lien upon real estate located in Montanay and real estate
focatad in Montana owned by the insurers all if otherwlse
Tawful investments of the insurer under this codee

(%) (a) On or before March 1 of each year each insurer

-9- HB 465
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shall file with the commissioners on forms as prescribaed and
furnished or accepted by himy a report of its gross
underwriting profit on wet marines——intand--mariney and
transportation insurancey authorized in 33-1-209 and
33-t-g2t-through-33-«3-229, written in this state during the
calendar year next preceding and shall at the same time pay
to the commissioner a tax of 3/4 of 1% of such gross
underwriting profits

{b) Such gross underwriting profit shall be
ascertained by deducting from the net premiums (ieCes gross
premiums less aill return premiuss and premniums for
reinsurance) on such wet marine and transportation insurance
Cﬁntracts the net losses paid (ie2ey gross losses paid less
salvage and recoveries on reinsurance ceded) during such
calendar year under such contractse. In the case of insurers
issuing participating contractss such gross underwriting
profit shadl not include for computation of the tax
prescribed by this subsection (4) the amounts refundeds
creditedy or pald as participation dividends or savings by
such insurers to the holders of such contracts.

(5) That portion of the tax naid hereunder by an
insurer on account of premiums received for fire insurance
shall be separately specified in the report as required by
the cramissioners for apportionment as provided by lawe

Where insurance against fire is included with insurance of

-10- HB 465
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property against other perils at an undivided premiums the
insurer snall make such reasonable allocation from such
entira premium to the fire portion of the coverage as shall
be stataed in such report and as may be approved or accepted
by th2 commissioners

(&) With respect to authorized insurers the premium
tax provided by this sectien shall be payment in full and in
lieu of all other demands for any and all states countys
cityy districtey municipale and school taxess licensess feess
and eccises of whatever kind or character, ‘excepting only
those prescribed by ‘this codes taxes on real! and tangible
personal property located in thI; states and taxes payable
under 50-3-10%.

(T) The commissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required unger this section.”

Seetion—4Gu-—-Section—-33-2-F8Fy—MEAv-Fs-amended-to~reads

%33~2=78Fv--Freemption-ef—taxingv--~Fhe-stota-cf-Montanna
hereby-preeapts-the-field--of-—imposing——-excisey——-privilegey
franchiser-itncomey—ticensey—and-simitor-tonesv-ticensesy-and
fess—apon——instrers-~and-their-general-agents-and-agents—-os
such-and-on~-the-+ntongiblte-~property--of——insurers-——or-—-such
agentas=-—-No-eeuntyy—cityy-munieipatityy aelf-gaverning-tocat
gureraacnty districty-sehool-diatricty——or--other——potitical

subdivision-—ar-—agenecy-+n-Hentena-shall-tevy-upon-+nsurersy

-11- HB 465
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ar-upen-thetr-generat-agents-and-sgents-as—-suchy--any--such
taxy-ticepnsey-or~fee-pdditionat-to-sach-as-are-~}erred-by-the
tegisiature—of-Montena-in-thia-codes®

Section 4. Sectlon 33-2-1206s MCAs Is awmended to read:

*33-2-1206. Bulk reinsurance ~— foreign or alien
insurersas (1) A forejgn or alien insurer may reinsure all ar
substantially all of its insurance in force in Montana or a
major class thereof with an agreement of bulk reinsurances
but n> such acreement may become effective unltess filed with
the coamissioner and approved by bhim iIn writ{ng efeor--n
hearing-thereon. Ihe coemissignec.may in bis discretino held
a--bhearing _before approving or disappraviog an ager :esnt of
Rulk reinsurances . faciors teo _be considered._ . on . Dulk
reinsucaoce.agreessots include but _are not lisited Log

lal. whether _the  agceewent . would.. he . ipeguitable. o
#4gutapna_policyholderss

Lo} . wbethec tbe agreesent would _substantially. reduce
sequrity of Montana_pelicybolders: and

{c)l__whether _ihe_  agreesent would subsiaatially.reduce
the_service to_he cendered to Meoiana. policyiolderss

{2} The commissioner shal) approve Qg .disanproxe the
agreement within a reasonable time after such~a-hearing
antess-he—finds—-thst-—+t--wonid-—substentiatdy--redoce~~the
protection~-er-=serviee-——to--the——pottfeyhotders fjling _the
proposed..agresseot ora when dpgplicakles. after a. bearioge

-iz2- HB 465
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(3) The commissioner may require a foreign or alien
insurer to astablish a trust account in this states not to
exceed the aggregate reserves of the policies contained in
the bulk relnsurance agreementy prior to granting approval.®

Seetion-Sv--5ection-33-16-283y—HGAv—a-anended-to-resds

#33-36-283e--Rateg-«~fitledv-rs-Evapy-—-insuresy-—raeing
srganisationy-or-~advisery-orqantzation-sheli-fite-—with--the
commisstoner——ali-~rotes—intended-for-ure—within-this—seotey
together—with—supperting--data-—safficient——to-~supstantiste
sveh— Fitingeo RS FHER- ~NE T - - SUPPERTING-OATA-SUEELCIENE-I6
SHASTANTIATE-SUEH-~EILENGv——~Fhe-—Fiting--required——by—-thts
aohaection—--may-be-nade-by-roting-oryontzations—-on-behatf-of
their-members-ond-sabseriberst-but—this-previsien-—dees--not
prohibit-—a——member-or—subseriber-frea-fiting-any-sueh-rotes
on-—¥Fta~--own——bdehetfe-——Any-——devintions-——frem—-~a-———rating
organieatrionis-rates-by—a-nember-or-subseriber-must-be-fited
with--the-commizsioner-and-nust—be—accomponied-by—supporeing
date ANB-MHST-BE-ACCOMPANIED-BY-SUPPARTENG-DATAY"

Section 5. Section 33-17-102+ MCAy is amended to read:

®33-17-102. Definitionses (1) (a) An “adjuster” is a
person whos on behalf of the insurers for compensation as an
indepandent contractor or as the employee of such an
independent contractor or for fee or commission investigates

and negotiates settlement of claims arising under insurance

contracts gr othermise acts oo bahalf of the insurer.
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(b} A licensed attorney at Jlaw who is qualified to
practice Yaw in this statey a salaried employee of an
insurer or of a managing generatl agenﬁ, or a licensed agent
who adjusts or assists in adjustwent of losses arising under
policies issued by the insurer represented by such agent is
not deemed to be an adjuster for the purposes of this
chaptere

LCl..A.!EHBLlC_ABJHSIEBZ_IS_AN_AQJUSIER_E!ELQIED_BI;AHD
RERBESENIING THE INTERESIS. OF THE IMSURFDe IHE _COMMISSIONER
MAY_ _AQOPI__BULES _PROVIDINE FQR.THE EXAMINATION: LICENSURESs
SONDQINGs..AND.BEGULATION .QF PUBLIC ADJUSTERSe

{2) An "agent®™ is an individual,y firq. or corporation
appointed by an Insurer to solicit applications for
insurance or annuities or to negotiate insurance on its
behalf andy if authorized tao do so by the insurers to
effectuate and counterslign insurance contractss .

{3) "Life insurance agent"™ inciudes also an agent of a
life insurer who is or proposes to be licensed as to the
same insurer for disability insurance in addition to life
insurance and annuities.

(4 A “seolicitor™ is an individual appointed and
authorized by an agent to solicit applications for
insurancey other than life insurance or disability
insurénce- as a representative of such agents and to collect

premiums thereon when expressly s¢ authorized by the agente

~t4- HB 465
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L3) —A_"wmanagiog. genecal ageek? . is aq ipdixidual:-ficms
oL corparation appoianted as_ao. lodapendsnl_caokractor by ooe
eC_mgre insuracs for the _priccipal purpass qf _execclsing
¢eoeral _supecrvision.over the husingss of the insurer io this
states__including _the _authorify ko appolot _agents for such
ingugzrs_aod.te. termigate such appolotEents.”

Section 7. Section 33-17-1034 MCAy s amended to read:

®33-17~103. Exceptions and exemptions from definition
of ajenta._@anaging..gensral _agents and soliclitore  The
definitions of agents _panaging. _general _agentrs and solicitor
contained iIn 33-17-102 shall not be deemed considered to
incltude:

fl) individuals employed and used by agents for the
per formance of clericaly stenographicy and similar office
dutiess Incidental taking of an applicatian for Insurance
from time to time in the office of the employing agent shall
not constitute such an employee as an agent or selicitor if
the employee®s compensation is pnot contingent upon or
relating to the volume of such applicationse insurancey or
premiuns.

(2) the-supervising-generaty-3tatey-or--special--agent
or-——other--’supefvisingf-eff+eef—*or--supefv+s+ng~—sa¥af+ed
enployee-of——an-~insorer a. supefvisiog_.salaried officers
superyising- . .salacied..eagloyges or..other_persan.on.entity
cankrelled by ap _ipgsurer _2od. compensated. stricily on .a
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salacy__basis_ by _the.ipsurers who solicits inf with or in
conjunction with dyly licensed agents of the Insurer;

(3) the attorney-in~fact of a reciprocal iInsurer or
the salaried traveling representative of a reciprocal or
mutual insurer not compensated on a comulssion basis3

{4) a person who secures and forwards information for
the opurpose of an existing group insurance tontract or for
enrolling individuals under an existing group insurance
contract or issuing certificates thereunder where no
commission Is paid for such services.”

Section 8, Section 33-17-201s HCAs Is amended tn read:

*33-17-20l. iLicense required of agentsy__ managing
geperal_agentss snd solicitors — formse (1) Mo person shall
in this state act as or hold himself out toc be an agent or
solicitory as to subjects of insurance locateds residenty or
to be performed in this state unless then licensed as such
agent or scolicitor under this chapter.

L2)_ Mo .pecson. may ack._ _or  held bimself out in this
state. to_be.a managiog.general agent unless licensed. as. an
ilosuraace _agent. upder . this .cbapter _aod apioinked Dy the
ipsurers.rapresenteds

t24£3) No agent or sclicitor shall solicit  or take
application fore procurer or place for athers any kind of
insurance as to which he is not then licensede

€3¥4{4) No agent shall place any business, other than
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coverage of bhis own risksy with any insurer as to which he
does not then hold an appointment or license as agent under
this chapter, except as provided In 33-17-1104 as to life or
disarility insurance agents.

1t43L5) The commissioner shall prescribe and furnish
forms required in connectlon with application fors issuances
contiauations or termination of licenses and appointments.

{5446) Unless licensed as a life insurance agent as
reguired by this sectiony no person shall in this state
solicit 1life insurance or annuities or procure applications
therefor or engage or hold himself out as engaging in the
business of analyzing or abstracting life insurance policies
or annuities or of counseling or advising or giving
opinionss other than as a licensed attorney at Jlaws relative
to sucn insurance or annuities for fees commissiony or other
compensations other than as a salaried bona fide. full-time
employee 50 counseling and advising his ewployer relative to
the insurance interests of the employer and of the
subsidiaries or pusiness affiliates of the employer or with
;espect ta the insurance interests of employees of such
employery subsidiariesy or affiliates under group #nsurance
or siailar Insurance p1a;s arranged by the employer or
employars of such employeesas™

Section 9. Section 33-19-304¢ MCAy is amended to read:

"33+19-304. Information concerning previous adverse
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underwriting decisionss An insurance institutione agenty or
insurance-support organization may not seek information In
connection with an Insurance trapsaction concerning?

(1} any previous adverse underwriting declsion
experienced by an individual ypless _the _loquiry _alse
requestis. _the reasons. for aoy previogus adverse uodegwriting
decision AND THE INDIVIQUAL IS _AQYISED OF IHE SOURCE OF _THE
INEORMATION: or

(2) any previous insurance coverage obtained by an
Individual through 2 residual market amechanism unless the
inquiry also reguests the-reasens-fer-any-previcus-adverse
undernriting-decition—or the reasons why insurance coverage
was oreviously obtained through a residual market mechanism
AND.IHE _INMDINIDUAL IS AOYISED OF IHE _SQURCE. OE _INEORMATION.™

sectlon 10. Section 33-20-1210, MCAy Is amepded to
reads

"33-20-1210. CLonversion on termination of pclicye The
group life insurance policy shall contain a3 provision that
if the aroup policy terminates or is amended 50 as to
terminate the insurance of any class of insured personsy
every person insured thereunder at the date of such
termination whose insurance terminates and who has bheen so
insured for at Jeast 3 years prior to such termination date
shall be entitied to have issued to him by the insurer an

individual pelicy of Vife insurancesy subject to the same
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conditions and limitations as are provided by 33-20-1209%,
except that the group pelicy may provide that the amount of
such individual policy may not exceed the smaller of:

(i) the amount of the person's life insurance
protection ceasing because of the termination or amendment
of the group policys less the amount of any Ulife Iinsurance
for which he is or becomes eligible under any group policy
issued or reinstated by the same or another insurer wlithin
31 days after such teraination; end pf

(2] $10,000."

Section 1l Section 33-22-229, MCAy Iis amended to
read:

#33-22-229« Conformity with state statutes. There may
sust be a provision as follows:

=fonformity with State Statutess: Any provision of this
policy which on its effective data is in conflict with the
statutes of the state in which the insured resides on such
date is hereby amended to conform to the mininum
requiraments of such statutes."®

-End-
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