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1 ~ BILL NO. ::52J_ ~ 
m"-" ~ K.l>:t.l""*~ ~ :-,. 2 

3 

It A BILL FOR AN ACT ENTITLED: •AN. ACT TO PROVIDE FOR THE 

5 REGULATION OF INTEREST RATES ON LIFE INSURANCE POLICY LOANS; 

6 AMENDING SECTION 33-ZD-112• MCA.• 

7 

8 BE IT E~ACTEO BY THE LEGISLATURE OF THE STATE OF MDNTA~A: 

9 NEW $ECTIQN. Section 1. Purpose. The purpose of 

10 [sect;ons 1 through 4] is to per•it and set guidelines for 

ll life insurers to include in life insurance policies issued 

12 after October 19 1983 9 a provision for periodic adjust.ent 

l3 of policy loan interest rates. 

lit NfW StCTION. Section 2. Exclusion·s froa applicat:ion. 

15 The provisions of [sections 1 through It} do not apply to: 

16 Cl) term policies; 

l7 fZ) ter• ins·urance benefits provided by rider or 

18 suppleMental policy provisions; or 

B (3) industrial life in5araBCe policies except as 

20 provided in 33-ZQ-112. 

21 NEW SFCTIQN. SEction 3. •published •onthly average• 

22 defined. For purposes of (sections 1 through 4]-, the 

23 •published aonthly average• ~ans: 

24 (1) Koody' s corporate bond yield average--.onthly 

25 average corporates, as published by Hoody•s investors 
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service. inc.; or 

(2) in the event that Hoody•s corporate bond yield 

average-WIOnthl y average corporales Is no longer publ i shed• 

a subs-tantially s·i•i-lar average. establish-ad by rule of the 

cotn~issioner. 

NEW $ECTJON. Section 4·. Interest. rates on life 

insurance policy' loans. (1) Life insurance policies issu<ad 

on or after October 19 19839 •ay have a· provision per•itting 

policy loan interest rates as follows: 

(a) a Maximu• interest rate of not more than 8% a 

year; or 

(b) an adjustable Maxi.u• interest rate established 

fr-om time to tinae by the life lnsurer as pe-r•itted by 

[sections l through 4]. 

(2, The rate of interes~ charged on a policy loan made 

under Subsection (l)(b) •ay not exceed the gr-eater of: 

(a) the published mon~hly ave~age for the calendar 

month ending 2 months before the date on which the rate is 

detenai ned; or 

(b)' the rate used to co11pute the cash sul"render values 

under the policy during the applicable period plus 1% a 

Yt!dr. 

(3) If the •axi•um rate of interest is determined 

pursuant to subsection (l)(b)w the policy nust contain a 

pTovision setting forth the frequency at which the rate is 

-z- I N T R 0 D U C E D B I L L 
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to be determined for that policy. 

(~J The maxi•u- rate for each policy •ust be 

deter•ined at regular intervals at least once every 12 

months, but not ~re frequently than once in any 3-month 

period. At the Intervals specified In the policy, the rate 

being charged: 

fa) may be increased whenever an increase as 

determined under subsection C2J would increase the rate by 

o.5t or •ore a year' 

(b, must be reduced whenever a reduction as determined 

under subsection (2) would decrease the rate 0.5* or .are a 

year. 

15) The life insurer shall: 

(a) notify a policyholder of the initial rate of 

Jnteres~ on the loan at the ti .. a cash Joan is •ade; 

(b) notify a policyholder• with respect to pre•iu• 

loans, of the 'initial rata of interest on the loan as soon 

as practica1 after •aking·the initial Joan. Notice need not 

be giv•n to the policyholder when a further preaiu• loan is 

addedy -except as provided in subsection (5J(cJ• 

lc) send to ,policyholders with loans reasonable 

advance notice of any increase In the rata; and 

(d) include in the notices r.equired by this subsection 

the substance of subsection (1) and the frequency of rate 

deter•inations as- provided in subsactia. (3)• 

-3-
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161 The policy •ay provide that If interest on any 

inde~tedness is not paio when due, the interest will be 

added to the existing indebtedness and will bear interest at 

the same rate as the indebtedness. 

(7) The loan value of the policy .ust be determined in 

accordance with the provisions of 33-2G-109t but no policy 

may be ter•inated in a policy year solely as a result of a 

change in t:he··fnterest rate durinq that. policy year. The 

Jife insurer shall ,_intain coverage du~ing that policy year 

until the time at which the policy would o~herNise have 

ter~inated Jf·there had been no interest rate change during 

that policy year. 

(81 for purposes of this section. the following 

provisions apply: 

(a) The ter• •policy Joan• Jncludes any pre•lu• Joan 

made under a policy to pay one or .are pre•iuas that were 

not paid to the life insurer as they becaae due. The rate of 

interest on policy loans per•itted under this section 

includes the 1nterest rate charged on reinstate-.nt of 

policy loans for the period during and after the lapse of a 

polIcy. 

lbJ The ter~ •policyholder• includes the owner of the 

policy or the person designated to pay p~eaiu•s as s~n on 

the records of the life insurer. 

{C·) The ter10 •pol icy• Includes cert.~~kat .. s Issued by 
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1 a fraternal ~benefit societr and annui~y contrac~s that 

2 p~ovtde for ·pot icy loans. 

3 (9) No other provision of laN applies to policy loan 

"t interest rates unless it. ·ts •ade specifically applicable to 

5 such rates. 

6 Section .5. Section 3:J-20-112• NCA• Is a-nded to read: 

7 •33-20-112. Reinst.ate~nt. There· shall be a provision 

6 that .. the policy wi 11 be reinstated at any ti- within 3 

9 years, or 2 years in the case Of industrial Jife insurance 

10 policies. from the date of pre•iu• default. upon written 

11 application therefor, the production of evidence of 

12 i nsurabi 1 i t.y sat.i sfactory to the in5urer., the paywent of all 

13 premiu•s in arrears, and the pay•ent or reinst.ate.ent of any 

l"t other indebtedness to _the insurer upon the policy. a~ with 

15 interest go all prewiyas in arrears at a rate not exceeding 

16 6~ par ~nnu• compounded annually and wjth jo\erest gq any 

17 indebtedness at a rate as pcgyidgd jn [sectjQO$ 1 throygb 

lR ~' unless: 

19 (1) the policy has been surrendered for its cash 

zo surrender value; 

Zl (2) its cash surrender value has been exhaus~ed; or 

zz (3) the paid-up ter• insurance, if any, has expired•" 

Z3 NEH SECTIQN. Section 6. Codification instruction. 

24 Sections 1 through ~ are intended to be codified as an 

25 integt"al part of Titl'e 33• chapter 20. 

-End-
-5-
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~ BILl ND. :52)_ /,-
~M-.. .;~J~/ I NTRDDUCED BY 

A BILL fOR AN ACT ENTITLED: •AN ACT TO PROVIDE~ fOR THE 

REGULATION OF INTEREST RATES ON LifE INSURANCE POLICY LOANS; 

AMENDING SECTION 33-ZD-112• NCAo• 

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

NEW $ECIIQN, Section la Purpose. The purpose of 

[sections 1 through 4] is to per•it and set guidelines for 

life insdrers to include in life insurance policies issued 

aftgr october 1, 1983, a provision for periodic adjustment 

of policy loan interest rates. 

NFH SECTION. Section 2. Exclusion-s froe application. 

The provisions of [sections 1 throu9h 't] do not apply to: 

(1} terM policies; 

(2) term insurance. bene-fits provided by r-ider or 

supple•nta1 pol-icy provis-ions; or 

(3} industrial life Insurance policies except as 

provided in 33-2o-112. 

NFH SECTIQN. Section 3. •published aonthly average• 

defined. For purposes ot [ sec:ti ons 1 through 4]., the 

•published .onthly average• .eans= 

(1) Hoody•s corporate bond yield average--.anthly 

average corporates9 as published by Moody•s investors 
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service, inc.; or 

(2) in ~he event tha~ Moody's corporate bond yield 

average-80nt:h1 'f average corporat:es is no 1 onger publ i shed• 

a substantially s'iailar avel"age. established by rule of the 

c~issioner. 

NEW SECTION.a Section 4-. Interest rates on 1 i fe 

insurance policy- loans. (1) Life Insurance policies issued 

on or after ~t.ober 1~ 1983t •ay have a provision peraittlng 

policy loan interest rates as follows: 

(a) a maximu• interest rate of not mor~ than 8% a 

yei:lr; or 

(b) an adjustable •axi.u• interest rate es~ablished 

from tille to tille by the life insu.-er as per•itted by 

[sections 1 through 4]~ 

(2) The ~ate of interest charged on a policy loan aade 

under -subsection (l)(b) •ay not exceed the g.-eater of: 

(a) the published monthly average for the calendar 

month ending 2 months before the date on which the rate is 

deter•i ned; or 

(b)' the rate used to coapute the cash surrender values 

unde~ the policy during the applicable period plus 1% a 

year-. 

(3) If the •axi•um rate of interest is deter•ined 

pursuant to subsection (l)(b)~ the policy •ust contain a 

provision setting forth the frequency at which the rate is 

-z- S E C 0 N D R E A D I N G 
/f$.57/ 



1 

2 

3 

" 
5 

6 

7 

8 

9 

10 

11 

12 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC: 0790/01 

to be determined for that pol icy. 

(ltl The maxi•u• rate "for each policy IIUSt be 

determined at reqular intervalS at least once every lZ 

months 9 but not more ~requently than once in any 3-month 

p~riod. At ~he intervals specified in the policy, the rate 

being chatged: 

(a) may be increased whenever an increase as 

deteT•ined under subaectJon (2) would increase the rate by 

0.5~ or more a year; 

(b} •ust be reduced whenever a reduction as determined 

under subsection (2) would decrease the rate o.5t or •ore a 

year. 

(5) 

(a) 

The life insurer shall: 

notify a policyholder· of the initial 

inteTest on the Joan at the ti.e a cash loan is aade; 

rate of 

(b) notify a policyholder, with respect to preaiua 

1oans11 of the "fnit.ia'f, rilt.e of interest on the Joan as soon 

as practic~ after making· the initial loan• Notice need not 

be given to· the policyholder when a further· pre•iu• loan is 

added. except as provided in subsection (51(cl• 

(c) send to ·policyholders with loans reasonable 

advance notice o~ any increase in the rate; and 

(dl include in the notices' raquired by this SUb5eCtlon 

the substance of subsection (1) and the frequency of rate 

deter•i nations· ·as· provided in subsection (3). 

-3-
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C6J The policy •aY proVide that if interest on any 

indebtedness is not paid when due, the interes~ will be 

added to the existing indebtedness and will bear interest at 

the same rate as the indebtedness. 

(7) The loan value·of the policy must be determined in 

dccordance with the provisions ·of 33-2o-to9, but no policy 

uay be tar•inated in a policy rear solely as a result of a 

change in t:he-'Jhterest rate during that policy year. The 

J 1 fe insurer shall ·.ai ntain· coverage during that. pol icy year 

until the time at which ~he policy would otherwise have 

ter•inated If there had been no interest rate change during 

that policy year. 

(8) For purposes of this section, the f"ollowing 

provisions apply: 

(a) The ter• •policy loan• includes any pre•iua loan 

made under a policy to par one or .are pre•iuas that were 

not paid to the 1i~e insurer as they beca.e due. The rate of 

interest on policy loans per•itted under this section 

includes the- Interest r~~ charged on reinstate.ent of 

policy loans for the period during and after the lapse of a 

policy. 

(b) The tera •policyholder• Includes th~ owner of the 

policy or the person designated tD pay.pre•iu.s as shown on 

the records o~ the life insurer. 

(c) The ter• •policy• Includes certificates Issued by 

-4-
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1 a fra~ernal :benefit society and annuity contracts ~hat 

2 pro~l~e for ·policy loans. 

3 (9) No other provision of taw appl lea w pol icy loan 

4 interest. rates unless i·t ·ts JBade specifically applicable to 

5 such rates. 

6 Section 5. Section 33-Z0-11"2• MCAw Is aaended to read: 

'1 •33-20-112. Reinst.ate-nt:. lhef'e- shalJ ·be a provision 

8 that the policy will be ~einstated at any ti~ within 3 

9 years, or 2 years in the case Of industrial life insurance 

10 policies, from·the date ot pre•lua default upon written 

11 application therefor, the production of evidence of 

12 insurabili~y sat:isfact~y to the insurer, the pay.ent of all 

13 premiums in arrears, and the pay~nt ·or reinstatement of any 

1~ other indebtedness to ·the insurer upon the policy, a++ with 

15 interest on all prewiyes in arrwars·at a rate not exceeding 

16 6~ par annu• compounded annually.-and wjt,h interest QQ aoy 

11 jndgbtftdness at a rata as prgyided in l&ectjons 1 thrguyh 

VI ~' ·unless: 

19 (1) the policy has been surrendered for its cash 

20 surrender value; 

21 

22 

C2) its cash surrender value has been exhausted; or 

(3) the paid-up tera insurance, if any, hds expired." 

23 NEW SfCTIOH. Section 6. Codification instruction. 

2~ Sections 1 thf'ough .It are intended to be -codIfied as an 

25 i nt .. g1" a 1 part of Tit l'e 33, chapter zo. 

-End-
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A 81LL FOR AN ACT ENTITLED: •AN~ ACT TO PROVIDE~ FOR THE 

REGULATION Of INTEREST RATES ON LIFE INSURAN&E POLICY LOANS; 

AMENDING SECTION 33-ZD-112, KCAo• 

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

NEV $fCTION. Section 1. Purpose. The purpose of 

[sections 1 through 4) is to per.it and set guidelines for 

life Insurers ~to Include In life Insurance policies issued 

after october l• 1983~ a p~ovision for periodic adjust.ent 

of pol ley 1 oan interest rat.es. 

NCM SFCTION. Section z. , Exclusion·s · fro. application• 

The provisions of [~ections 1 through 4] do not apply to: 

(1) term policies; 

121 ter• insurance· benefits provided by rider or 

supple.ental policy pre>VIslons; or 

(31 industrial· 

provided In 33-2G-11Z. 

life Insurance policies except as 

NEW SECTJQN. Section 3. •published .onthly average• 

defined. For purposes of [sections 1 through 4)• the 

•publ i shed 110nthly average• Mans: 

(1) Hoody•s corporate bond yield average--.anthly 

average corporates, as published by Hoody•s inv~stor& 
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servic:e· •. inc.; oc 

(ZJ In the event that Noody•s corporate bond yield 

average--wonthly average corpora~es ls no longer published9 

a substantially slallar averageo established by rul• of the 

co•issioner. 

NEM S£CIIQNe SectfOf't 4-. Interest rates on lit'e 

insurance policy· loans. (1) Life insurance policies issuad 

on or after october 1• 1983, .ay have a~ provision per•ltting 

policy loan in~erest rates as follows: 

(a) a •axi•u• interest rate of not more than 8~ a 

YP-Clr; or-

(b) an adjustable~.axi.u• interest rate established 

from time to time by the J;fe insurer as·pe~•itted by 

[sections 1 through lt)o 

(2) The rate of ·interest charged on a policy loan .. de 

under subsection (1 J(b) -v not exceed the greater of: 

(al the published DGnthly average for the calendar 

month ending 2 months before the date on whic:h the rate is 

deter•i ned; or 

(bJ the rate used to coMpute the cash surrender values 

under the policy during the applicable period plus 1~ a 

yegr. 

(3) If the •axi.um rate of interest Is deterained 

pursuant to subsection (l)(b)• the policy •ust contain a 

provision ~ettinq forth the frequency at which the rate is 

T H I R D R E A D I N G 
-2-

jJ-l>S?I 



'• 

1 

2 

3 

1-

5 

6 

7 

8 

9 

10 

11 

lZ 

13 

H 

15 

16 

17 

18. 

19 

20 

21 

22 

23 

21-

25 

LC 0790/01 

to be deter•ined for that policy. 

(~) The •axi•u• rate for each pol icy IIUSt be 

de~er•ined at regular intervalS at least once every 12 

11onths1 but not more -frequentl-y than 'once in any 3-month 

period. At the ·intervals specified in the pol icy, the rate 

being charged: 

(a) aar be increased whenever an increase as 

determined under subsection (2) would increase the rate by 

o.s~ or more a year; 

(b) .ust be Teduced whenever a reduction as determined 

under subsection -(2) would·decreasv·the rate 0.5% or ~re a 

year. 

'(5) The If fe insurer shaH: 

(a) notlfJ a pol icybolder· of the initial .rate of 

intet"est on the loan at the tl- a cash loan is Olitde; 

"(b) notHy a policyholder• with respect to pre•h,. 

loansw o'f the "Jnitiat: rat.• of int;erest on the loan as soon 

as practh:<ll after aaking· the Initial l-n. Notice need not 

be given ta·the policyholder when a further· pre8iua 1-n is 

added, except as provided In subsection (5l(c)• 

(c) ·send to "POlicyholders with loans reasonable 

advance notice of any Increase fn· the rate; and 

(d) ·include ·in 1:1111 Aottces' ll'llquit"ed by this subsection 

the substance of subsection (1) and the frequency of rate 

deterainetlon~·•s provided In· subsection (3). 
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(6) The policy aay provide that if interest on any 

indebtedness Is no~ paid When due, the in~erest will be 

added to the existing indebtedness and will bear interest a~ 

the same rate as the ;ndebtedness. 

(7) The loan ¥alue·of the policy aust be determined in 

accordance with the provisions ·et 33-2D-109o but no policy 

aay be ~er•1nated in a policy year solely as a result of a 

change in the--interest. rate during that. policy year. The 

1 ife insurer shall "''liitintain coverage during that pol-icy year 

until the ti•e at:. which the po-licy would o-therwise have 

ter•inat&d if-there had been no interest rate change during 

that policy year. 

(8) For purposes: of this section, the following 

provisions apply: 

(a) The tara •pol icy loaoo• fheludes any prealua loan 

made under ~ a pol feY tO pay one or -.ore prelli uas that we ... e 

not paid ~o the life insurer as they becaae dUe. The rate of 

i n't:erest on po 1 icy 1 oans ··per•i t.ted under this section 

includes the Interest rate charged on reinstate.ant of 

policy loans for the period during and after the lapse of a 

pollcJo 

(bl The tera •policyholder• includes the owner of the 

poltcy or the person designated ta pay prealu- as shown on 

the records of the li fa Insurer. 

(c) The tera •pollcr• includes·cartlficates Issued by 

-+-
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1 a frateTnal ,b-efit soc:iety and annuity contracts 'that 

2 pr..,ld<t for ·policy loans. 

3 (91 No other pr-ovision of ·t- applies to policy loan 

It interest r-ates unless i·t 'Is aade specifically applicable to 

5 such ~ates. 

6 Sect.ion 5. Section 33-Zo-11'2• MCA• is a8ended to read: 

1 ~3-20-112. Reinstate.ante The~e- shall ·be a provision 

B that the policy will be reinstated at any ti ... within 3 

9 years, or 2 years In the case Of industrial life insurance 

10 policies, from·the date of pre•iu• default upon written 

11 appl i cat. ion therefor-, the production of evidence of 

12 insurability satisfactory to l:he insurer. the pay-Ill: of all 

13 premiUIIs in ·arrears., and t.he payaent: -or reinst.ate.ent of any 

lit ot:her indebtedness to the i·nsurer upon the policy, a++ "it.h 

15 interest go all preaiyea ip -arr••rs at a rate not exceeding 

16 6% p~r ~nnue compounded annually· and •ith in,erest 00 any 

11 ;oaeb1iedoess at a rate as prqyidga in rscc:t:Jqos 1 Chrpugh 

18 ~,·unless; 

19 (1) the polic~ bas been surrendered for il:s cash 

20 ~urrender value; 

21 

22 

(2} its cash surrender value has been exhausted; or 

(3) the paid-up ter• insurance. if any• has expired.• 

23 NEW SECIIQH• Section 6. Codification instruction. 

24 Sec~ions 1 through ~ are intended to be ~odified as an 

25 lnl:,.gt'al pari: of Titl'e ·33, chapter zo. 

-End-
-5-


