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BY REQUEST OF THE STATE AUDITOR

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO THE FINANCIAL REGULATION OF INSURANCE
COMPANIES; AND AMENDING SECTIONS 33-2-121, 33-2-534,

33-2-701, 33-2-806, AND 33-2-1114, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1., Section 33-2-121, MCA, is amended to read:
"33-2-121. Duration of suspension - insurer's

obligations -- reinstatement. (1) Suspension of an insurer's

certificate of authority shall be for such period as is
fixed by the commissioner in the order of suspension but-not

to--exceed--i--year and shall continue until rescinded or

otherwise removed by the commissioner. During the suspension

the commissioner may shorten the period thereof by his
further order.

(Z) During the period of the suspension the insurer
shall file its annual statement and pay fees, licenses, and
taxes as required under this code as if the certificate had
continued in full force.

{3) Epon-expiration-of-the-suapension--peryody if If

within such period of suspension the certificate of
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authority has not been terminated, the insurer's certificate
of authority shati-aotomaticaity--reinstate--unless may be
reinstated if the commissioner finds that the causes of the
suspension have net been removed or that the insurer is
otherwise #et in compliance with the reguirements of this
codey-and-of-which-the-commissioner-shati-give-—the--itnaurer
notice—-not-tess-—than-30-daya-in-advanee-of-the-expiration-of
such-—-periads-—— f--not——-ss--aqutematicatiy--reinatated;-—the
certificate-of-autharity-shati-be-deemed-te-have-expired—-as
at--the--end-of-che-suspension-periecd-or-upon-fatture-of-the
inasurer-to-continue-the-certificate-—during--the—-suspension
periodr-whichever-event-shati-firat-oceur.

(4) Upon reinstatement of the insurer's certificate of
authority, the authority of its agents in this state to
represent the insurer shall likewise reinstate,

(5) The commissioner shall forthwith notify both the
insurer and 1its agents in this state, as shown by his
records, of such reinstatement."”

Section 2. Section 33-2-534, MCA, is amended to read:

"33-2-534. Valuation of property. (1) Real property
acqguired pursuant to a mortgage loan or contract for sales
tn-—-the--absence--gf--a--recent--appraisat--deemed--by--the
commissioner-to-be-reliabtey shall pot be valued at an
amount greater than the unpaid principal of the defaulted

lecan or contract at the date of such acquisition, together
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with any taxes and expenses paid or incurred in connection
with such acquisition, the cost of improvements thereafter
made by the insurer, and any amounts thereafter paid by the
insurer on assessments levied for ilmprovements in connection

with the property. After the initial valuation as set forth

herein, any land shall be valued at its acquisition cost and

any improvements thereon shall be valued at depreciated

acquisition cost,

(2) Other real property held by an insurer shall not
be valued at an amount in excess of fatr-vaiue-as-determined
by-tecent-appraisat-—ff-vatuakion-ias-based-on--an—-appraisat
more---than--3--yvears -oid;--tha--commissionsr--may-—at——his
discretion-cati-fer-and-require-a-new-appraisal-in-erder--teo

determine———fair---vatue acquisitiaon cost  if land and

depreciated acquisition cost if an improvement to land.

(3) Personal property acquired pursvant to chattel
mortgages made in accordance with 33-2-831 shall not be
valued at an amount greater than the unpaid balance of
principal on the defaulted lcan at the date of acquisition,
together with taxes and expenses incurred in connection with
such acquisition, or the fair wvalue of such property,
whichever amcunt is the lesser."

Section 3. Section 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for

failure to file -- penalty for perjury. (1) Each authorized
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insurer shall annually on or before March 1 file with the
commissioner a full and true statement of its Einancial
cendition, transactions, and affairs as of the December 31
preceding. The statement shall be in such general form and
cantext as is required or not disapproved by the
commissioner, as 1s 1in current use for similar reports to
states in general with respect to the type of insurer and
kinds of insurance to be reported upon, and as supplemented
for additional information required by the commissioner. The
statement shall be verified by the ocath of the insurer's
president or vice-president and secretary or, if a
reciprocal insurer, by the oath of the attorney-in-fact or
its like officers if a corporation. The commissioner may, in
his discretion, waive any such verification under oath.

(2) The statement of an alien insurer shall relate
only to its transactions and affairs in the United States
unless the commissioner requires otherwise, If the
commissioner requires a statement as to an alien insurer's
affairs throughout the world, the insurer shall file such
statement with the commissioner as soon as reasonably
possible., The statement shall be verified by the insurer's
United States manager or other officer duly authorized.

(3) The commissioner may refuse to accept the fee for
continuance of the insurer's certificate of authority, as

provided in 33-2-117, or may in his discretion suspend or

-3-
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revoke the certificate of authority of any insurer failing
to file its annual statement when due.

(4) Any director, officer or agent, or employee of any
company who subscribes to, makes, or concurs in waking or
publishing any annual statement or any other statement
required by law knowing the same to contain any matecial
statement which is false shall be punished by a fine of not
more than $1,000.

{5) At time of filing, the insurer shall pay to the
commissioner the fee for filing its statement as prescribed
in 33-2-708.

{6) The commissioner may impose a fine not to exceed

$100 a day for each day after March 1 that an insurer fails

to file the annual statement referred to in subsection (1)."

Section 4. Section 33-2-806, MCA, is amended to read:

"33-2-806. Diversification of investments. An insurer
shall invest in or hold as admitted assets categories of
investments only within applicable limits as follows:

(1) An insurer shall not, except with the consent of
the commissioner, have at any one time any combination of
investments in or loans upcn the security of the
obligations, property, or securities of any one person or
insurer aggregating an amount exceeding 5% of the insurer's
assets. This restriction shall not apply as to general

obligations of the United States of America or of any state
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or include policy loans made under 33-2-825.

{2) An insurer shall not invest in or hold at any c¢ne
time wore than 10% of the cutstanding voting stock of any
corporation, except with the consent of the commissioner
given with respect to voting rights of preference stock
during default of dividends. This provision does not apply
as to stock of a wholly-owned subsidiary of the insurer or
to controlling stock of an insurer acquired under 33-2-821.

(3) An insurer, other than title insurer, shall invest
and maintain invested funds not 1less in amount than the
minimum paid-in capital stock required under this code of a
domestic stock insurer transacting like kinds of insurance,
only in cash and the securities provided for wunder the
following sections: 33-2-811(1), 33-2-812, and 33-2-830.

{4) A life insurer shall also invest and keep invested
its funds in amount not less than the reserves under its
life insurance policies and annuity contracts, other than
variable annuities, in force in cash and/or the securities
or investments provided for under 33-2-531.

(S) Except with the commissioner's consent, an insurer
shall not have invested at any one time more than 20% of its
assets in the class of securities described in 33-2-818,
exclusive of obligations of public utilities.

(6) An insuver may invest and have invested at any one

time in aggregate amount not more than 10% of its assets in

—6-
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all stocks wunder 33-2-8B207 and 33-2-82l7--and--33-2-024.
Determination of the amount which an insurer has invested in
common  stocks for the purposes of this provision shall be
based on the cost cf such stocks to the insurer. This
provision shall not apply as to stock of a controlled or
subsidiary insurance corperation or other carporations under
33-2-821 and 33-2-822.

(7) Except with the commissioner's consent, an insurer

may not have invested at any one time more than 5% of its

assets in securities allowed under 33-2-824.

t73(B) Except with the commissioner's consent, an
insurer shall not have invested at any one time more than
10% of its assets in the class of securities described in
any one of the following sections: 33-2-814, 33-2-819, and
33-2-823.

t63{9} Limits as to investments in the cateqory of
real estate shall be as provided in 33-2-832. Other specific
limits shall apply as stated in the sections dealing with
other tespective kinds of investments."

Section 5. Section 33-2-1114, MCA, is amended to read:

"33-2-1114. Dividends and other distributions --
commissioner approval. (1) WNe An insurer subject to
registration under 33-2-1111 and 33-2-1112 shat: may not pay
any extraordinary dividend or make any other extraordinary

distribution to its sharehoiders until 30 days after the
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commissioner has received notice of the declaration thereof
and has not within such period disapproved such payment or
the commissioner shall have approved such payment within
such 30-day period.

{2) For purposes of this section, an extraordinary
dividend or distribution includes any dividend or
distribution of cash or other property whose fair market
value together with that of other dividends or distributions
made within the preceding 12 months exceeds the-greater-sof
10% of such insurer's surplus as regards policyholders as of
December 31 next preceding or-the-net-gain--from--operations
of-—-such--insurer;-if-such-insurer-is-a-iife-insurer;-sr-the
net-investment-—-income;——if--sueh-—-insurer--tsa-—-not--a-—-tife
insurer;—-for-—the--i2-menth--peritad-ending-Becember-3i-next
preceding, but shall not include pro rata distributions of
any class of the insurer's own securities.

(3) Notwithstanding any other provision of law, an
insurer may declare an extraordinary dividend or
distribution which is conditional upon the commissioner's
approval thereof, and such a declaration shall confer no
rights upon shareholders until the commissioner has approved
the payment of such dividend or distribution or the
commissioner has not disapproved such payment within the
30-day period referred to above."

NEW SECTION. Section 6. Extension of authority. Any

_8-
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existing authority of the commissioner of insurance to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

~End-
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APPROVED BY COMM. ON
BUSINESS AND LABOR

-

INTRODUCED BY [Z s o T ainc

Mouse /BfILL 1:10. fa2

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TO GEMERALLY REVISE THE
LAWS RELATING TO THE FINANCIAL REGULATION OF INSURANCE
COMPANIES; AND AMENDING SECTIONS 33-2-121, 33-2-534,

33-2-701, 33-2-806, AND 33-2-1114, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-2-121, MCA, is amended to read:
"33-2-121. Duration of suspension -- insurer's

obligations -- reinstatement. (1) Suspension of an insurer's

certificate of authority shall be for such period as is

fixed by the commissioner in the order of suspension but-nst

to--sx=eed--3--year and shall continue until rescinded or

otherwise removed by the commissioner. During the suspension

the commissioner may shorten the period thereof by his
further order.

(2) During the period of the suspension the insurer
shall file its annual statement and pay fees, licenses, and
taxes as required under this code as if the certificate had

continued in full Efcrce.

(3 Hpon—expiration—of—the—suspension——periad; if 1f

within such period of suspension the certificate of
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authority has not been terminated, the insurer's certificate
of authority shali-automaticaity--reinatate--untess may be
reinstated if the commissioner finds that the causes of the
suspension have not been removed or that the insurer is
otherwise mot in compliance with the requirements of this
codey-and-of —which-the-commissioner-shati-gtve-——the-—insurer
notice-not-tess-than-30-days-in-mdvance-af-the-expiration-of
sueh---periads--ff-—net--ae--automaticaity —reinstated;-——the
eertifieate-of-autherity-shati-be-deemed-to-have-expired--as
at-—-the--end-cf-the-suspensten-period-or-upon-fatinre-of-the
insurer-to-continue-the-certrficate-——during--the-—suspansaien
pertods-whichever-event-shati-first-ocecur.

(4) Upon reinstatement of the insurer’'s certificate of
authority, the authority of its agents in this state to
represent the insurer shall likewise reinstate.

(5} The commissioner shall ferthwith notify both the
insurer and its agents in this state, as shown by his
records, of such reinstatement.”

Section 2. Section 33-2-534, MCA, is amended to read:

“33-2-534, Valuation of property. (1) Real property
acquired pursuant te a mortgage loan or contract for sales
in---the--abzence--of--a--recent—-appreisai——deemed--by--the
commissiener-to-be-retitabte; shall not be valued at an
amount greater than the unpaid principal of the defaulted

loan or contract at the date of such acquisition, together

SECOND READING
HB-locAN



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

25

LC 10697/01

with any taxes and expenses paid or incurred in connection
with such acquisiticn, the cost of improvements thereafter
made by the insurer, and any amounts thereatter paid by the
insurer on assessments levied for improvements in connection

with rhe property. After the initial valuation as set forth

herein, any land shall be valued at its acquisition cost and

any improvements thereon shall be valued at depreciated

acquisition cost.
(2) Other real property held by an inmsurer shall not

be valued at an amount in excess of fair-valune-as-determined
by~recent—appruisui7—if-va}nation—is—based-on——ah——uppraiaai
more——-than-~3——year:——oid;——the——ccmmisséener——may~-ut-—his
discretion-catl-for-and-require-a-new-appraisat-in-erder--to

determine---fair---va}ue acquisition cost if land and

depreciated acquisition cost if an improvement to land.

(3) Personal property acquired pursuant to chattel
mortgages made in accordance with 33-2-831 shall not be
valued at an amount greater than the unpaid balance of
principal on the defaulted loan at the date of acquisition,
together with taxes and expenses incurred in connection with
such acquisition, or the fair wvalue of such property,
whichever amount is the lesser."

Section 3. Secticn 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for
failure to file -- penalty for perjury. {1) Each authorized
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insurer shall annually on or before March 1 file with the
commissioner a full and true statement of its financial

condition, transactions, and affairs as of the December 31

preceding., The statement shall be in such general form and
context as 1s required or not disapproved by the
commissioner, as 1is in current use for similar reports to

states in general with respect to the type of insurer and
kinds of insurance to be reported upon, and as supplemented
for additional information required by the commissioner. The
statement shall be verified by the o¢ath of the insurer's
president or vice-president and secretary or, 1if a
reciprocal insurer, by the oath of the attorney-in-fact or
its like officers if a corporation. The commissioner may, in
his discretion, waive any such verification under oath.

(2} The statement of an alien insurer shall relate
only tc its transactions and affairs in the United States
unless the commissioner requires otherwise. If the
commissioner requires a statement as to an alien insurer's
affairs throughout the world, the insurer shall file such
statement with the commissioner as soon as reasconably
possible. The statement shall be verified by the insurer's
United States manager or other officer duly authorized.

{3) The commissicner may refuse to accept the fee for
continnance of the insurer's certificate of authority, as

provided in 33-2-117, or may in his discretion suspend or

-4
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revoke the certificate of authority of any insurer failing
to file its annual statement when due.

{4) Any director, officer or agent, or employee of any
company who subscribes to, makes, or concurs in making or
publishing any annual statement or any other statement
required by law knowing the same to contain any material
statement which is false shall be punished by a fine of not
more than $1,000.

(5) At time of filing, the insurer shall pay to the
commissioner the fee for filing its statement as prescribed
in 33-2-708.

(6) The commissioner may impose a fine not to exceed

$100 a day for each day after March 1 that an insurer fails

to file the annual statement referred to in subsection {(1)."

Section 4. Section 33-2-806, MCA, is amended to read:

"33-2-806. Diversification of investments. An insurer
shall invest in or hold as admitted assets categories of
investments only within applicable limits as follows:

(1) An insurer shall not, except with the consent of
the commissicner, have at any one time any combination of
investments in or loans upon the security of the
cbligations, property, or securities of any one person or
insurer aggregating an amount exceeding 5% of the insurer's
assets. This restriction shall not apply as to general

obligations of the United States of America or of any state
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or include pelicy lcans made under 33-2-825.

(2) An insurer shall not invest in or hold at any one
time more than 10% of the ocutstanding voting stock of any
corporation, except with the consent of the commissicner
given with respect to wvoting rights of preference stock
during default of dividends. This provision does not apply
as to stock of a wholly-owned subsidiary of the insurer or
to controlling stock of an insurer acquired under 33-2-821.

{3) An insurer, other than title insurer, shall invest
and maintain invested funds not 1less in amount than the
minimum paid-in capital stock required under this code of a
domestic stock insurer transacting like kinds of insurance,
only in cash and the securities provided for under the
following sections: 33-2-811(1), 33-2-812, and 33-2-830C.

(4) A life insurer shall also invest and keep invested
its funds in amount not less than the reserves under its
life insurance policies and annuity contracts, other than
variable annuities, in force in cash and/or the securities
or investments provided for under 33-2-531.

{%) Except with the commissiconer's consent, an insurer
shall not have invested at any one time more than 20% of its
assets in the class of securities described in 33-2-818,
exclusive of obligations of public utilities,

{6) An insurer may invest and have invested at any one

time in aggregate amount not more than 10% of its assers in

-6-
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all stocks under 33-2-B2057 and 33-2-82lv--and--33-2-824.
Determination of the amount which an insurer has invested in
common stocks for the purposes of this provisicon shall be
based on the cost of such stocks to the insurer. This
provision shall not apply as to stock of a controlled or
subsidiary lnsurance corporation or other corporations under
33-2-B21 and 33-2-8422.

(7) Except with the commissioner's consent, an insurer

may not have invested at any one time more than 5% of its

assets in securities allowed under 33-2-824.

¢73¥(8) Except with the commissioner's consent, an
insurer shall not have invested at any one time more than
10% of its assets in the class of securities described in
any one of the following sections: 33-2-814, 33-2-819, and
33-2-823.

t83(9) Limits as to investments in the category of
real estate shall be as provided in 33-2-832. Other specific
limits shall apply as stated in the sections dealing with
other respective kinds of investments."

Section 5., Secticon 33-2-1114, MCA, is amended to read:

“33-2-1114. Dividends and other distributions -~
commissioner approval. (1) No An insurer subject to
registration under 33-2-1111 and 33-2-1112 shaii may not pay
any exXtraordinary dividend or make any other extraordinary

distribution to its shareholders until 30 days after the
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commissioner has received notice of the declaration thereof
and has not within such period disappraved such payment or
the cecmmissioner shall have approved such payment within
such 30-day period.

{2) For purposes of this sectlon, an extraordinary
dividend or distribution includes any dividend or
distribution of cash or other property whose fair market
value together with that of other dividends or distributions
made within the preceding 12 months exceeds the-greater-of
10% of such insurer's surplus as regards policyholders as of
December 31 next preceding or-the-net-gain—-frem--operations
of--sueh--tnasurer;-if-such-insurer-is-a-irife-tnanrery-or-the
net-investment-~income; -itf--sueh--insurer--tas--not—-a--tife
itnsurerc——far-—the-12-menth--period-ending-becember-3i-next
preeceding, but shall not include pro rata distributions of
any class of the insurer's own securities.

(3) Notwithstanding any other provision of law, an
insurer may declare an extraordinary dividend or
distribution which is conditiconal upon the commissioner's
approval thereof, and such a declaration shall confer no
rights upon shareholders until the commissicner has approved
the payment o©of such dividend or distribution or the
commissioner has not disapproved such payment within the
30-day periocd referred to above."

NEW SECTION. Section 6. Extension of authority. Any

-8-
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existing authority of the commissioner of insurance to make
rules on the gsubject of the provisions of this act is
extended to the provisions of this act.

-End-
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BILL NO. fa22

\

INTRODUCED BY /Q/WH

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO THE FINANCIAL REGULATION OF INSURANCE
COMPANIES; AND AMENDING SECTIONS 33-2-121, 33-2-534,

33-2-701, 33-2-806, AND 33-2-1114, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-2-121, MCA, is amended to read:
"33-2-121. Duration of suspension -- insurer's

cobligations -- reinstatement. (1) Suspension of an insurer's

certificate of authority shall be £for such period as 1is
fixed by the commissioner in the order of suspension but-not

to--exeeed--1--year and shall continue until rescinded or

otherwise removed by the commissioner. During the suspension

the commissioner may shorten the period thereof by his
further order.

{2) During the period of the suspension the insurer
shall file its annual statement and pay fees, licenses, and
taxes as required under this code as if the certificate had

continued in full force.

{3) Upon-expiration-of-the-suspensien--pertedy &f If

within such period of suspension the certificate of
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authority has not been terminated, the insurer's certificate
of authority shati-automaticaitly--reinatate--uniess may be
reinstated if the commissioner finds that the causes of the
suspension have not been removed or that the insurer is
otherwise not in compliance with the requirements of this
codeT-and—oE—uhich-the—commissioner*shnli—give——the——insurer
netice-not-tess—-+than-38-days-in-advance-&f-the-expiration-of
such---perieds—-if—-not--so-—automaticaity--reinstateds-—the
cartificate-of-anthority-ahail-be-deamed-to-have-expired--as
at--the--end-of -the-suspension-period-or-upon-fatiure-of-the
insurer—-to—centinue-the-certificate--during--the-—suspension
parisd;-whichever-event-shali-first-occur.

{4) Upon reinstatement of the insurer's certificate of
authority, the authority of its agents in this state to
represent the insurer shall likewlise reinstate.

(%) The commissioner shall forthwith notify both the
insurer and its agents in this state, as shown by his
records, of such reinstatement."

Section 2. Section 33-2-534, MCA, is amended to read:

"33-2-534, valuation of property. (1) Real property
acquired pursuant to a mortgage loan or contract for salesr
itn-—--the--absence--of--a--recent——appraisat--deemed--by--the
comminsiener-to-be-retrabte; shall not be walued at an
amount dgreater than the unpaid principal of the defaulted

loan or contract at the date of such acquisitien, together

THIRD READING
HB é22
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with any taxes and expenses paid or incurred in connection
with such acgquisition, the cost of improvements thereafter
made by the insurer, and any amounts thereafter paid by the
insurer on assessments levied for improvements in connection

with the property. After the initial valuation as set forth

herein, any land shall be valued at its acguisition cost and

any improvements thereon shall be valued at depreciated

acquisition cost,

(2) oOther real property held by an insurer shall not
be valued at an amount in excess of fatr-value-as-determined
by-recent-appratsat--if-vatuaticn-is-based-en--an--appraisat
more-——-than—-3--yeers--oids--the--commisaiocner--may--at--hts
discretion-catt-for-and-require-a-new-appraissai-in-erder--teo

determine-—-fair---vatae acguisition cost if land and

depreciated acguisition cost if an improvement to land.

(3) Personal property acguired pursuant to chattel
mortgages made in accordance with 33-2-831 shall not be
valued at an amount greater than the unpaid balance of
principal on the defaulted loan at the date of acquisition,
together with taxes and expenses incurred in connection with
such acquisition, or the fair value of such property,
whichever amount is the lesser."

Section 3. Section 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for
failure to file ~- penalty for perjury. (1) Each authorized
_3..
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insurer shall annually on or before March 1 Ffile with the
commissioner a full and true statement of its financial
condition, transactions, and affairs as of the December 31
preceding. The statement shall be in such general form and
context as 1is required or not disapproved by the
commissioner, as is in current use for similar reports to
states in general with respect to the type of insurer and
kinds of insurance to be reported upon, and as supplemented
for additional information required by the commissioner. The
statement shall be varified by the oath of the 1insurer’'s
president or vice-president and secretary or, 1if a
reciprocal insurer, by the ovath of the attorney-in-fact or
its like officers if a corporation. The commissioner may, in
his discretion, waive any such verification under oath.

{2) The statement o©of an alien insurer shall relate
only to its transactions and affairs in the United States
unless the commissioner reguires otherwise. If the
commissioner requires a statement as to an alien insurer's
affairs throughout the world, the insurer shall file such
statement with the commissioner as soon as reasonably
possible. The statement shall be verified by the insurer's
United States manager or other officer duly authorized.

{3) The commissioner may refuse to accept the fee for
continuance of the insurer's certificate of authority, as

provided in 23-2-117, or may in his discretion suspend or
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revoke the certificate of authority of any insurer failing
to file its annual statement when due.

{4) any director, officer or agent, or employee of any
company who subscribes to, makes, or concurs in making or
publishing any annual statement or any other statement
required by law knowing the same to contain any material
statement which is false shall be punished by a fine of not
more than $1,000.

(5) At time of filing, the insurer shall pay to the
comnissioner the fee for filing its statement as prescribed
in 33-2-708.

{6) The commissioner may impose a fine not tao_ exceed

5100 a day for each day after March 1 that an insurer fails

to file the annual statement referred to in subsection (1)."

Section 4. Section 33-2-806, MCR, 1s amended to read:

"33-2-806. Diversification of investments. An insurer
shall invest in or hold as admitted assets categories of
investments only within applicable limits as follows:

{1}y An insurer shall not, except with the consent of
the commissioner, have at any one time any combination of
investments in or leoans upon the security of the
obligations, property, or securities of any one person or
insurer aggregating an amount exceeding 5% of the insurer’'s
assets. This restriction shall not apply as to general

obligations of the United States of America or of any state
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or include policy lcans made under 33-2-825.

(2) An insurer shall not invest in or hold at any one
time more than 10% of the ocutstanding voting stock of any
corporation, except with the consent of the commissioner
given with respect to voting rights of preference stock
during default of dividends. This provision does not apply
as to stock of a wholly-owned subsidiary of the insurer or
ko controlling stock of an insurer acquired under 33-2-821.

{3} An insurer, other than title insurer, shall invest
and maintain invested funds not 1less in amount than the
minimum paid-in capital stock required under this code of a
domestic stock insurer transacting like kinds of insurance,
only in cash and the cecurities provided for under the
following sections: 33-2-B11{1), 33-2-812, and 33-2-B30,

{4) A life insurer shall also invest and keep invested
its funds in amount not less than the reserves under its
life insurance policies and annuity centracts, other than
variable annuities, in force in cash and/or the securities
or investments provided for under 33-2-531,

(9) Except with the commissioner's consent, an insurer
shall not have invested at any one time more than 20% of its
assets in the class of securities described in 33-2-818,
exclusive of cobligations of public utilities.

{6) An insurer may invest and have invested at any one

time in aggregate amount not more than 10% of its assets in
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all stocks under 33-2-8207 and 33-2-821ly--and--33-2-824.
Determination of the amount which an insurer has invested in
common stocks for the purposes of this provision shall be
based on the cost of such stocks to the insurer. This
provision shall not apply as to stock of a controlled or
subsidiary insurance corporation or cther corporations under
33-2-821 and 33-2-822.

(7) Except with the commissioner's consent, an insurer

may not have invested at any one time more than 5% of its

assets in securities allowed under 331-2-824.

+7¥(8) Except with the commissioner's consent, an
insurer shall not have invested at any one time more than
10% of its assets in the class of securities described in
any one of the following sections: 33-2-814, 33-2-819, and
33-2-823.

t8¥(9) Limits as toc investments in the category of
real estate shall be as provided in 33-2-832. Other specific
limits shall apply as stated in the sections dealing with
other respective kinds of investments."

Section 5. Section 33-2-1114, MCA, is amended to read:

"33-2-1114. Dividends and other distributions --
commissicner approval. (1) Ne An insurer subject to
registration under 33-2-1111 and 33-2-1112 shait may not pay
any extraordinary dividend or make any other extraordinary

distribution to its shareholders until 30 days after the
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commissioner has received notice of the declaration thereof
and has not within such period disapproved such payment or
the commissioner shall have approved such payment within
such 30-day period.

{2) For purposes of this secticn, an extraordinary
dividend or distribution includes any dividend or
distribution of cash or other property whose fair market
value together with that of other dividends or distributions
made within the preceding 12 months exceeds the-greater-of
10% of such insurer's surplus as regards policyholders as of
December 31 next preceding or-the-net-gain--from--cperatiocns
of--aneh--insurer;-if-such-tnsurer—-ia-a-iife-insurery-or-the
net-invesemene--inceme;-~-i¢f--such--inaurer--is--not--a--tife
insurer;—-for--cha--12-month--periocd-ending-becember-3t-next
preceding, but shall not include pro rata distributions of
any class of the insurer's own securities.

{1) Notwithstanding any other provision of law, an
insurer may declare an extraordinary dividend or
digtribution which is conditional upon the commissioner's
approval thereof, and such a declaration shall confer no
rights upon shareholders until the commissioner has approved
the payment of such dividend or distribution or the
commissioner has not disapproved such payment within the
30-day period referred to above."

NEW SECTION. Section 6. Extension of authority. Any

-8
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1 existing authority of the commissioner of insurance to make
2 rules on the subject of the provisions of this act is
3 extended to the provisions of this act.

-End-
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50th Legislature HB 0622/02 A HB 0622/02
1 HOUSE BILL NO. 622 1 authority has not been terminated, the insurer's certificate
2 INTRODUCED BY BRANDEWIE 2 of authority shaii-antematicaiiy--reinstate--unites®s may be
3 BY REQUEST OF THE STATE AUDITOR 3  reinstated if the commissioner finds that the causes of the
p 4 suspension have net been removed or that the insurer is
5 A BILL POR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE S otherwise mnet in compliance with the requirements of this
§  LAWS RELATING TO THE FPINANCIAL REGULATION OF INSURANCE 6  coder-and-of-which-the-commissioner-shati-give--the--insurer
7  COMPANIES; AND AMENDING SECTIONS 33-2-121, 33-2-534, 7 notice-not-iess-than-38-days-in-advance-of-the-expiration-of
8 33-2-701, 33-2-806, AND 33-2-1114, MCA." :} such~—-period---if-—-not--se——automaticatiy--reinscated;--the
o 9 certifrcate-of-agthority-shati-be-deemed-to-have-expired--as

10  BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 10 at-~the--end-of-the-suspension-peried-or-upon-feiiure-of-the

11 Section 1. Section 33-2-121, MCA, is amended to read: 11 insurer-to-continue-the-certificate--during--the--suspenaion
12 »33-2-121. Duration of suspension -- insurer's 12 periody-whichever-event—shati-first-ocenr,

13 obligations -- reinstatement. {1) Suspension of an insurer's 13 {4) Upon reinstatement of the insurer's certificate of

14 certificate of authority shall be for such period as is 14 authority, the authority of its agents in this state to

15 fixed by the commissioner in the order of suspension but-not 15 represent th? insurer shall likewise reinstate.

16 to--execeed——Y--year and shall continue until rescinded or 16 {5) The commiSSioéer_Shall forthwith notify both the
17 otherwise removed by the commissicner. During the suspension 17 insurer and its agents in this state, as shown by his

18 the commissioner may shorten the period thereof by his 18 records, of such reinstatement.”

19 further order. 19 Section 2. Section 33-2-534, MCA, is amended to read:
20 (2) During the period of the suspension the insurer 20 "33-2-53¢. Valuation of property. (1) Real property
21 shall file its annual statement and pay fees, licenses, and 21 acquired pursuant to a mortgage loan or contract for sales
22 taxes as reguired under this code as if the certificate had 22 in---the--abaence--of--a--recent--apprarsai--deemed-—by--the
23 continued in Eull force. 23 commissiener-to-be-retiabte; shall not be valued at an
24 (3) Upon-expiration-of-the-suspensien--perieds &£ If 24 amount greater than the unpaid principal of the defaulted
25 within such period of suspension the certificate of 25 loan or contract at the date of such acquisition, together

-2- HB 622
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with any taxes and expenses paid or incurred in connection
with such acquisition, the cost of improvements thereafter
made by the insurer, and any amounts thereafter paid by the
insurer on assessments levied for improvements in connection

with the property. After the initial valuation as set forth

herein, any land shall be valued at its acquisition cost and

any improvements thereon shall be valued at depreciated

acquisition cost.
(2) Other real property held by an insurer shall not

be valued at an amount in excess of fatr-vatue-as-determined
by-recent-appratsai--¥f-vaination-ta-based-ocn--an--appraisai
more-—-than--3--years——eld;--the--commissteoner-——may--at—-his
discretion—caii-for-and-require-a-new-appraisat—in-order—-to

determine-—-fair---vaine acquisition cost if land and

depreciated acquisition cost if an improvement to land.

(3) Personal property acquired pursuant to chattel
mortgages made in accordance with 33-2-831 shall aot be
valued at an amount greater than the unpaid balance of
principal on the defaulted loan at the date of acquisition,
together with taxes and expenses incurred in connection with
such acquisition, or the fair value of such property,
whichever amcunt is the lesser."

Section 3. Section 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for

failure to file -- penalty for perjury. (1) Each authorized
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insurer shall annually on or before March 1 file with the
commissioner a full and true statement of its financial
condition, transactions, and affairs as of the December 31
preceding. The statement shall be in such general form and
context as is required or not disapproved by the
commissioner, as is in current use for similar reports to
states in general with respect to the type of insurer and
kinds of insurance to be reported upon, and as supplemented
for additional information required by the commissioner. The
statement shall be verified by the oath of the linsurer’'s
president or vice-president and secretary or, if a
reciprocal insurer, by the ocath of the attorney-in-fact or
its like officers if a corporation. The commissioner may, in
his discretion, waive any such verification under oath.

(2) The statement of an alien insurer shall relate
only teo its transactions and affairs.in the United States
unless the commissioner requires otherwise. If the
commissioner reguires a statement as to an alien insurer's
affairs throughout the world, the insurer shall file such
statement with the commissioner as soon as reasonably
possible. The statement shall be verified by the insurer's
United States manager or other cfficer duly authorized.

{3) The commissioner may refuse to accept the fee for
continuance of the insurer's certificate of authority, as

provided in 33-2-117, or may in his discretion suspend or

~4- HB 622
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revoke the certificate of authority of any insurer failing
to file its annual statement when due.

{(4) Any director, officer or agent, or employee of any
company who subscribes to, makes, or concurs in making or
publishing any annual statement or any other statement
required by law knowing the same to contain any material
statement which is false shall be punished by a fine of not
more than $1,000.

(5) At time of filing, the insurer shall pay to the
commissioner the fee for filing its statement as prescribed
in 33-2-708.

(6) The commissioner may impose a fine not to exceed

5100 a day For each day after March 1 that an insurer fails

to file the annual statement referred to in subsection ({1}3.

SUCE FINE MAY NOT EXCEED A MAXIMUM OF $1,000."

Secticn 4. Section 33-2-806, MCA, is amended to read:

"33-2-806. Diversification of investments. An insurer
shall invest in or hold as admitted assets categories of
investments only within applicable limits as follows:

(1) An insurer shall not, except with the consent of
the commissioner, have at any one time any combination of
investments in or loans upon the security of the
obligations, property, or securities of any cne person or
insurer aggregating an amount exceeding 5% of the insurer's

assets. This restriction shall not apply as to general

-5~ HB 622
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obligations of the United States of America or of any state
or include policy loans made under 33-2-825.

(2) An insurer shall not invest in or hold at any one
time more than 10% of the outstanding voting stock of any
corporation, except with the consent of the commissioner
given with respect to voting rights of preference stock
during default of dividends. This provision does not apply
as to stock of a wholly-owned subsidiary of the insurer or
to coantrolling stock of an insurer acquired under 33-2-821.

(3) An insurer, other than title insurer, shall invest
and maintain invested funds not less in amount than the
minimum paid-in capital stock required under this code of a
domestic stock insurer transacting like kinds of insurance,
oniy in cash and the securities provided for under the
following sections: 33-2-B11{1l), 33-2-812, and 33-2-830.

{4) A life insurer shall also invest and keep invested
its funds in amount not less than the reserves under its
life 1insurance policies and annuity contracts, other than
variable annuities, in force in cash and/or the securities
or investments provided for under 33-2-531.

{5) Except with the commissioner's consent, an insurer
shall not have invested at any one time more than 20% of i-s
assets in the class of securities described in 33-2-818,
exclusive of obligaticns of public utilities.

{6) An insurer may invest and have invested at any one

-6- HB 622
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time in aggregate amount not more than 10% of its assets in
all stocks under 33-2-820y and 33-2-821l7--and-33-2-824.
Determination of the amount which an insurer has invested in
common stocks for the purposes of this provision shall be
based on the cost of such stocks tec the insurer. This
provision shall not apply as to stock of a controlled or
subsidiary insurance corporation or cother corporations under
33-2-821 and 33-2-B22.

{7) Except with the commissioner's consent, an insurer

may not have invested at any one time more than 5% of its

assets in securities allowed under 331-2-824.

t#3{B) Except with the commissioner’'s consent, an
insurer shall not have invested at any one time more than
10% of its assets in the class of securities described in
any one of the following sections: 33-2-814, 33-2-819, and
33-2-823.

+8¥(9) Limits as to investments in the category of
real estate shall be as provided in 33-2-832. Other specific
limits shall apply as stated in the sections dealing with
other respective kinds of investments."”

Section 5. Section 33-2-1114, MCA, is amended to read:

"33-2-1114. Dividends and other distributions -
commissioner approval. {1) Ne An insurer subject to
registration under 33-2-1111 and 33-2-1112 shail may nct pay

any extraordinary dividend or make any other extraordinary
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distribution to its shareholders wuntil 30 days after the
commissioner has received notice of the declaration thereof
and has not within such pericd disapproved such payment or
the commissioner shall have approved such payment within
such 30-day period.

(2) For purposes of this section, an extraordinary
dividend eor distribution includes any dividend or
distribution of c¢ash or other property whose fair market
value together with that of other dividends or distributions
made within the preceding 12 months exceeds the--greater--of
10% of such insurer's surplus as reqgards policyholders as of
December 31 next preceding er-the-net-gain—from-operations
ef-such-inaunrery-if-such-insurer-ts-a-tife-insurer;--or--the
net-—investment——inceme;——if-—-sneh--tnsurer--is--net--a-tife
tnaurer;-for-the-12-menth-period--ending--Becember--31--next
preceding, but shall not include pro rata distributions of
any class of the insurer's own securities.

{3) Notwithstanding any other provision of 1law, an
insurer may declare an extraordinary dividend or
distribution which is conditional upon the commissioner's
approval thereof, and such a declaration shall confer no
rights upon shareholders until the commissioner has approved
the payment of such dividend or distribution or the
commissioner has not disapproved such payment within the

30-day period referred to above."

—-f- HB 622
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NEW SECTION. Section 6. Extension of authority. Any
existing autheority of the commissiconer of insurance to make
rules on the subject of the provisions of this act |is
extended to the provisions of this act.

~End-
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STANDING COMMITTEE REPORT

SENATE MARCH 26, . .. 19..87
. MR. PRESIDENT
We, your committee on........ e BUSINESS AND INDUSTRY .
having had under consideration................. HOUSE BILL . . No....622 .
THIRD reading copy { BLUE )
color
BRANDEWIE { WEEDING )

GENERALLY REVISE FINANCIAL REGULATION OF INSURANCE COMPANIES

Respectfully report as follows: That.......... HOUSE BILL ..., No....022. ...

be amended as follows:

1. Page 5, line 14.
Following: "subsection (1)."
Insert: "Such fine may not exceed a maximum of $1,000."

AND AS AMENDLD,

BE CONCURRED IN

XRXRARHK

KRAHEAEKRRIEK

. | 'SENATOR ALLEN C. KOLSTAD,  Chairman.

(L o fef— )



STANDING COMMITTEE REPORT
SENATE

..... Apxil . 2..40987 .19,

MR. PRESIDENT

We, your committeecn.............. FINANCE. AN LA LM S
having had under consideration...............ccoceecieiiiiciiivecieee e House.Bill........................ No.621.. ...
third readingcopy (blue )

color

ALLOCATE FEDERAL OIL OVERCHARGE MONEY
QUILICI (Walker}
Respectfully report as follows: That...........cocooviiiiiiii i Howge Bid L. No...g2:1 ...

be amended as follows:

1. Page 3, line 14.
Strike: “§1,550,000“
Ingsert: 81,65Q,000"

2., Page 3, line 17.
Strike: "$950, 000"
Insert: "$850,000"

3. Page 7, line 25.
Strike: "S$1,900,000"
Insert: "$1,985,000"

4. Page 9, Following line 12.

Insert: "New Section., Section 10. There is appropriated from the
stripper well payment, contained in the federal special revenue fund
to the department of commerce, $65,000 for repair of the reoof at
West Yellowstone airport. The department of commerce is directed
to take the steps necessary to transfer ownership of the West
Yellowstone airport to the city of West Yellowstone or ancther
local public authority willing to own and operate the airport. If
no public entity is willing to take over the airport, the department
shall present a plan to the 51st legislature to close the airport.”’

Renumber: subsequent sections

AND AS AMENDED
BE CONCURRED IN

B RXXX
EAXBDX RX¥X 4‘-57 -7

Senator R&gan



