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BILL NO. JEZé

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR

INTROQDUCED B

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO THE MONTANA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT; AMENDING SECTIONS 33-10-202,
33-10-204, 33-10-219, 33-16-220, 33-10-224, 33-10-227, AND
33-10-230, MCA; AND PROVIDING AN APPLICABILITY DATE AND AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-10-202, MCA, is amended to read:
"33-10-202. Definitions. As used in this part, the

following definitions apply:

(1) “Account" means either any of the three accounts

created under 33-10-203.

(2) T"Association” means the Montana 1life and health

insurance guaranty association created under 33-10-203.

(3) "Conktractual obligation” means any obligation
under covered policies.
{(4) “Covered policy” means any policy or contract held

by a resident of this state within the scope of this part

under subsections (4) and (%) of 313-10-201.

{5) "Impaired insurer" means:

l\é}g:t_ana Legislative Council
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fa) an insurer which after July 1, 1974, becomes
insolvent and is placed under a final order aof liquidation,
rehabilitation, or supervision by a court of competent
jurisdiction; or

(b} an insurer deemed by the commissioner after July
1, 1974, to be unable or potentially unable to fulfill its
contractual obligations.

(6) “Member insurer” means any person authorized to
transact in this state any kind of insurance to which this
part applies under subsections (4) and (5) of 33-10-201,

(7) "Person" means any individual, corporation,
partnership, assoclation, or voluntary organization,

(8) "Premiums" means direct gross insurance premiums
and annuity considerations written on covered policies, less
return premiums and considerations tihereon and dividends
paid or credited to policyholders on such direct business.
"Premiums" do not include premiums and considerations on
contracts between insurers and reinsurers. As used in
33-10-227, “premiums" are those for the calendar year
preceding the determination of impairment.

(%) "Resident" means any person who resides in this
state at the time the impairment is determined and to whom
contractual obligations are owed."

Section 2. Section 33-10-204, MCA, is amended to read:

"33-10-204. Board of directors -= commissioner

a- INTRODUCED BILL
HB-506
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approval -~ compensation. (1) The board of directors of the
association shall consist of five members serving terms as
established in the plan of operation. The members of the
board shall be selected by member insurers subject to the
approval of the commissioner. Vacancies on the board shall
be filled for the remaining period of the term in the manner
described in the plan of operation. In approving selections
or in appointing members to the board, the commissioner
shall consider, among other things, whether all member
insurers are fairly represented.

(2) Members of the bcoard may be reimbursed from the
assets of the association for expenses incurred by them as
members of the board of directors, but and such members of
the board shaiti--not--otherwise--be-—compensated--by--the

asseciatton--for--their--services who are not full-time

employees of an insurer may receive reasonable compensation

for their services as board members upon annual approval by

the membership.”

Section 3. Sectlion 33-10-219, MCA, is amended to read:
“33-10-219. Impaired insurer =-- association's powers
prior to liquidation. t#%+ If a-domestic an insurer is an
impaired insurer, the association may, prior to an order of
liquidation or rehabilitation and subject to any conditions
imposed by the association other than those which impair the

contractual obligations of the impaired insurer and approved

-3-
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by the impaired insurer and the commissioner:

te¥(l) guarantee or reinsure or cause to be
guaranteed, assumed, or reinsured all the covered policies
of the impaired insurer;

tb¥({2) provide such moneys, pledges, notes,
guarantees, or other means as are proper to effectuate
agbseettan—-tmt+ this section and assure payment of the
contractual obligations of the impaired 1insurer pending
acticn under subsectinn ta} (l); and

te¥(3) loan mcaey to the impaired insurer.

t2y--Ff--a--foreign--or--atten--rrsurer--its-an-impatred
insurery—-the--associatien—-mayr--ptior-—to-—an~--srder---of
ttquidattony-rehabititation;-or-superviston;-with-respect-to
the--covered--potictes--of--reatdenta--and~-subject--to--any
condictons-imposed-by-the-assartation-other-than-those-which
impair-the-contractuali-ebligations-of-the-—-tmpaired-—itnsures
and--approved--by-the-impaired-insvrer-and-the-commisaioners

tar--guarantee-or-retnsnre-or-cause-te--be--guaranteed;
assumed; —-—or---reinsured--the—-impatred--tnsurerts——covered
pottctes-of -residentsr

thy-—-previde-such-meneysy-ptedgess--notes; -—guarantees;
er-—other--means——as-are-proper-to-effectuate-subaectrion-tat
and-assure-payment-sf--the--impatred- inaureris--cantractuat

obtigatiens--te-—residenta--pending--actron under-aubsection

tay:
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tey-—-ioan—-money-to-the-impaired-insurers"

Section 4. Section 33-10-220, MCA, is amended t¢ read:

“33-10-220. Impaired insurer -- association's powers
during 1liquidation. (1} If a--domestte an insurer is an
impaired insurer under an order of liquidation or
rehabilitacion, the association shail, subject to the
approval of the commissioner:

{a) guarantee, assume, Or reinsure or cause to be
guaranteed, assumed, or reinsured the covered policies of
the impaired insurer;

(b) assure payment of the contractual obligations of
the impaired insurer; and

(c} provide such moneys, pledges, notes, guarantees,
or other means as are reasonably necessary to discharge such
duties.

t2y--1tf-a-foreign--or-—atien-—insurer--is--an-—-impatred
itnsurer——under--an—-srder-cf-liquidatrons-rehabiliitations-or
anpervistony-the-associatieon-shati;-anbject-ta-the--approval
of-the-commiassieoners

tar--guarantee; - —assume;-—or--reinsure--or——cause-to-be
guarantesd;-assumed;-or-reinsured-the--covered--policiea--of
restdentss

thy-—assure--payment--of-the-econtractual-obiigactons-of
the-impatred-insnrer-to-restdents;-and

te)--provide-such-meaneys;-pltedges;--notes;--guarantees;
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or-other-means-as-are-reasonabiy-necessary-te-discharge-aunch
dutiess

+3¥(2) If the assoclation fails to act within a
reascnable pericd of time, the commissiconer shall have the
powers and duties of the association under this part with
respect to such domestic, ELoreign, or alien impaired
insurer.

t4¥(3) In carrying out its duties under sobaeections
subsection (1) amd-¢2}, the association may request that
there be imposed policy liens, contract liens, moratoriums
on payments, or other similar means; and such liens,
moratoriums, or similar means may be imposed if the
commissioner:

(a) finds that the amounts which can be assessed under
this part are less than the amounts needed to assure full
and prompt performance of the impaired insurer's contractual
ocbligations or that the ecconomic or financial conditions as
they affect member insurers are sufficiently adverse to
render the imposition of policy or contract liens,
moratoriums, or similar means to be in the public interest;
and

(b) approves the specific policvy liens, contract
liens, moratoriums, or similar means to be used.

t5%(4) Before being obligated under sxbagectirons

subsection (1) &and-—+23), the assoclatlon may reguest that

—-6-
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there be imposed temporary moratoriums or liens on payments
of cash values and policy 1loans, and such temporary
moratoriums and liens may be imposed if they are approved by
the commissioner.

t6¥(5) The association shall have no liability wunder
33-10-219 or this section for any covered policy of a
foreign or alien insurer whose domiciliary jurisdiction or
state of entry provides by statute or regulation for
residents of this state protection substantially similar to
that provided by this part for residents of other states,

(6) The associaticn, _subject to the approval of the

commissioner, may provide substitute coverage on an

individual basis to insureds or may offer to reissue the

terminated coverage or issue an alternative policy.

Alternative or reissued policies must be offered without

requiring evidence of insurability and may not provide for

any waiting period or exclusion that would not have applied

under the terminated policy."

Section 5. Section 33-10-224, MCA, is amended to read:
"33-10-224. Extent of liability. The contractual
obligations of the impaired insurer for which the
assoclation becomes or may become liable shall be as great
as but no greater than the contractual obligations of the
impaired insurer would have been 1in the absence of an

impairment unless such obligations are reduced as permitted
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by 33-10-22044%(3), but the association shall have no
liability with respect to any portion of a covered peolicy to
the extent that the death benefit coverage on any one life
exceeds an aggregate of $300,000."

Section 6. Section 33-10-227, MCA, is amended to read:

"33-10-227. Assessments -- abatement -- Dbasis for
ratesetting. (1) For the purpose of providing the funds
necessary to carry out the powers and duties of the
association, the board of directors shall assess the member
insurers, separatel; for each account, at such times and for
such amounts as the board finds necessary. The board shall
collect the assessments after 30 days' written notice to the
member insurers before payment is due.

{2) There shall be three two classes of assessments,
as follows:

(a) Class A assessments shall be made [or the purpose
of meeting administrative costs and other general expenses
not related to a particular impaired insurer.

(b) Class B assessments shall be made to the extent
necessary to carry out the powers and duties of the
association under 33-10-219+¢13 and 33-10-220(1) with regard
to an impaired domestic insurer.

tey——-Elass--€--assessments-—-shalt be-made-to-the-extent
necessSAry--—to--—carry--ent-—the--powera--and--duties--of--the

associtation—-—under-33-10-219¢2)-and-33-18-2268¢t23-with-regard

—8-
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to—an-impaired-foreign-or-atien-inaurers

{3} (a) The amount of any Class A assessment for each
account shall be determined by the board., The amount of any
Class B ev-€ assessment shall be divided among the accounts
in the proportion that the premiums received by the impaired
insurer on the policies covered by each account bhear to the
premiums received by such insurer on all covered policies.

(b) €Eiass—-A--and--€tasas-€ Class B assessments against
member insurers for each account shall be in the proportion
that the premiums received on business in this state by each
assessed member insurer on policies covered by each account
bear to such premiums received on business in this state by
all assessed member insurers.

tey--Etasas-B-assessments-for-each-acconnt-ashati-—be-made
separatety-—for--each--state-—in-which-the-impaired-domestie
insurer-was-asthorized-to-transact-insurance-at-any—time-—in
the--preportion--that--the--premtuma-received-on-business-in
auch-state—by-the-impaired-inavrer-sn--poticies--covered—-by
syeh—-acesunt—-beas—-to--such--premiums-recetved-in-aiti-such
states-by-the-—-impaired--insurery--fhe--assessments--against
member—-tnsurers-shati-be-in-the-proportion-+that-the-premiums
received-—on--bnsiness--in—-cach-snch-scacte-by-cach-asseased
member-tmsurer—on-peticies-covered-by-each-account--bear--ta
sneh--premivms—-received--on--busineas--in-each-state-by-ati

assessed-member-rnsurerss
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t8¥(c) Assessments for funds to meet the requirements
of the association with respect to an impaired insurer shall
not be made wuntil necessary to implement the purposes aof
this part. Classification of assessments under subsection
(2} and computation oFf assessments under this subsection
shall be made with a reasonable degree of accuracy,
recognizing that exact determinations may not always be
possible.

(4) The assoclation may abate or defer, in wheole or in
part, the assessment of a member insurer if, in the opiniocn
of the board, payment of the assessment would endanger the
ability of the member insurer to fulfill its contractual
obligations. The total o©f all assessments upon a member
insurer for each account shall not in any one calendar year
exceed 2% of such insurer's premiums in this state on the
policies covered by the account.

(5) In the event an assessment against a member
insurer is abated or deferred, in whale or in part, because
of the limitations set forth in subsection (4}, the amount
by which such assessment is abated or deferred shall be
assessed against the other member insurers in a manner
consistent with the basis for assessments set forth in this

section. If the maximum assessment, together with the other

assets of the association in either account, does not
provide in any one year in either account an amount
Alo_
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sufficient to carry out the responsibilities of the
association, the necessary additicnal funds shall be
assessed as soon thereafter as permitted by this part.

(6) The board may, by an equitable method as
established in the plan of operation, refund to member
insurers, in proportion to the contribution of each insurer
to that account, the amount by which the assets of the
account exceed the amount the board finds is necessary to
carry out during the coming year the obligations of the
association with regard to that amount, including assets
accruing from net realized gains and income from
investments. A reascnable amount may be retained in any
account to provide funds for the continuing expenses of the
association and for future losses if refunds are
impractical.

(7) It shall be proper for any member insurer, in
determining its premium rates and policyowner dividends as
to any kind of insurance within the scaope of this part, to
consider the amount reasonably necessary to meet its
assessment obligations under this part.

(8) The association shall issue to each insurer paying
an assessment under this part a certificate of contribution,
in a form prescribed by the commissioner, for the amount so
paid. All outstanding certificates shall be of equal dignity

and priority without reference to amounts or dates of issue.
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A certificate of contribution may be shown by the insurer in
its financial statement as an asset in such form and for
such amount, if any, and period of time as the commissioner
may approve."”

Section 7. Section 33-10-230, MCA, is amended to read:

"33~10-230. Tax - writeoffs of vcertificates of
contribution. (1) Unless a longer pericd has been allowed by
the commissioner, a member insurer shall at its option have
the right to show a rertificate of contribution for a Class

B assessment only as an asset in the form approved by the

commissioner pursuant to 33-10-227(8), at percentages of the
original face amount approved by the commissicner, for
calendar years as fcollows:

(a) 100% for calendar year of issuance;

(b} B0% for the first calendar vyear after year of
issuance;

(c} 60% for second calendar year after year of
issuance;

(d) 40% for third calendar year after year of
issuance;

(e) 20% for fourth calendar year after year of
issuance.

{2) The insurer may offset the amount written off by
it in the calendar year under subsection [1) above against

its premium tax liability to this state accrued with respect

-12-
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to business transacted in such year.

(3) Any sums acquired by refund, pursuant to
33-10-227{6), from the association which have therefore been
written off by contributing insurers and offset against
premium taxes as provided in subsection (2) above and are
not then needed for purposes for this part shall be paid by
the association to the commissioner and by him deposited
with the state treasurer for credit to the general fund of
this state."

NEW SECTION. Section 8. Extension of authority. Any
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.

NEW SECTION. Section 9. Applicability. Sections 1
through 7 apply to all occurrences that result from legal
actions instituted after the effective date of this act.

NEW SECTION. Section 10. Effective date. This act is
effective on passage and approval.

-End-
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APPROQVED BY COMM. ON
BUSINESS AND LABOR

BILL NO. _mé_

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR

INTRODUCED B

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO THE MONTARNA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT; AMENDING SECTIONS 33-10-202,
33-10-204, 33-10-219, 33-10-220, 33-10-224, 33-10-227, AND
33-10-230, MCA; AND PROVIDING AN APPLICABILITY DATE AND AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-10-202, MCA, is amended to read:
"33-10-202, Definitions. As used in this part, the

following definitions apply:

(1) “Account” means either any of the three accounts

created under 33-10-203.

(2) “Assocliation” means the Montana 1life and health

insurance gquaranty association created under 33-10-203.

{3) "Contractual obligation" means any obligation
under covered policies.
(4) "“Covered policy" means any poliéy or contract held

by a resident of this state within the scope of this part

under subsections {4) and (5) of 33-10-201.

(5) “Impaired insurer" means:

A ( #Mancana Legisiative councit
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{(a) an insurer which after July 1, 1974, becomes
insolvent and is placed under a final order of 1liquidation,
rehabilitation, .or supervision by a court of competent
jurisdiction; or

{b) an insurer deemed by the commissioner after July
1, 1974, to be unable or potentially unable to fulfill its
contractual obligations.

{6) "Member insurer"” means any person authorized to
transact in this state any kind of insurance to which this
part applies under subsections (4) and (5) of 33-10-201.

(7) "Person” means any individual, corporation,
partnership, association, or voluntary organization,

(8) "Premiums" means direct gross insurance premiums
and annuity considerations written on covered policies, less
return premiums and considerations thereon and dividends
paid or credited to policyholders on such direct business.
"Premiums" do not include premiums and considerations on
contracts between insurers and reinsurers. As used in
33-10~227, ‘“premiums" are those for the calendar year
preceding the determination of impairment.

(9) "Resident" means any person who resides in this
state at the time the impairment is determined and to whom
centractual obligations are owed."

Section 2. Section 33-10-204, MCA, is amended to read:

"33-10-204. Board of directors - commissioner

. SECOND READING
AB 0¢
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approval -- compensation. (1) The board of directors of the
assaciation shall consist of Five members serving terms as
established in the plan cf operation. The members of the
board shall be selected by member insurers subject to the
approval of the commissioner, Vacancies on the board shall
be filled for the remaining period of the term in the manner
described 1in the plan of operation. In approving selections
or in appointing members to the bgard, the commissicner
shall consider, among other things, whether all member
insurers are fairly represented.

{2) Members of the board may be reimbursed from the
assets of the association for expenses incurred by them as
members of the board of directors, but and such members of
the board shati--net--otherwise--be—-compensated--by--the

assoctation--for-—thetr--services who are not full-time

employees of an _insurer may receive resasonable compensation

for their services as board members upon annual approval by

the membership.*”
Section 3. Secticon 33-10-219, MCA, is amended to read:
"33-10-219. Impaired insurer -- assoclation's powers
prior to liquidation. +1} If a-domestie an insurer is an
impaired insurer, the association may, prior to an order of
ligquidation or rehabilitation and subject to any conditions
imposed by the association other than those which impair the

contractual obligations of the impaired insurer and approved

_3_
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by the impaired insurer and the commissioner:

ta¥(l) guarantee or reinsure or cause to be
guaranteed, assumed, or reinsured all the covered policies
of the impaired insurer;

tb¥(2) provide such moneys, pledges, notes,
guarantees, or other means as are proper to effectuate
subsection-—¢a)y this section and assure payment of the
contractual obligations of the impaired insurer pending
action under subsection +ay {l}); and

te¥({3) 1loan money to the impaired insurer.

t2¥--If-—-a--f retgn--or--atten--insurer--is-an-impatred
itngurery--the--as ioctatton--may;--prioc~-to--an--——order---of
riquidatteny~rehabititatrony-or-supervistony-with-respect-to
the--covered- potteier--cf--restdentas--and--subject--to--any
canditions- mposed-by-the-asacciarien-ether-than-those-which
itmpatr-rhe-contractuat-obligationa-eof -the--impatred--tnaurer
and--approved--by-the-impaired-insurer-and-the-commiastoners

tat--guarantee-or-retnsutré-or-canse-to--be--guaranteedsy
assumedy--—or——--reinsnred-—the--impaired~-~-:tnsureris--covered
poticies-of-reaidents;

thi--provide-such-moneysr;-pltedgess;--notes;-—gnarantees;
or--other--means-—as-are-proper—-to-effectnate-subsection-tal
and-assure-payment-of-—the--impatred--insurerls--econtracecuatl
obtigatiens--to--restdents--pending--actien-under-sobseceton

tars
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tey--tean-money-to-the-impaired-insurers"

Section 4. Section 33-10-220, MCA, is amended to read:

"33-10-220. Impaired insurer -- association's powers
during 1liquidation. (1) If a--demestite an insurer is an
impaired insurer wunder an order of liquidation or
rehabilitation, the association shall, subject to the
approval of the commissioner:

ta) guarantee, assume, or reinsure or cause to be
guaranteed, assumed, or reinsured the covered policies of
the impaired insurer;

({b) assure payment of the contractual obligations of
the impaired insurer; and

(c) provide such moneys, pledges, notes, guarantees,
or other means as are reasonably necessary to discharge such
duties.

t2¥--¥f-a-foreign--or--atien--insdrer-—is-—an--impaired
inadrer--under--an—-order-of-liquidationy-rehabiiitationy-or
supervision;-the-associatien-shatiz-subjeer—to-the-—approval
af-tha-commiasioners

tay--guarantee;-—assumerF--or--retnsure~-or--cause-to-be
guaranteed;-assumeds-or-reinsured-the--covered--potreres——of
restdentss

tby--assure--payment—-of-the-contractuati-obitigations—-ef
the-tmpatred-insurer-to-residentas-and

tcy-—provide—such-moneys; piedges;--notes;——guaranteess

-5-

10
ii
12
13
i4
15
16
17
18
19
20
21

22

23

24

25

LC 1772/01

er—other—means—as—are—reaaonahiy—neees3ary—to~discharge—auch
dutiess

£3¥(2) If the association fails to act within a
reasonable period of time, the commissioner shall have the
powers and duties of the association under this part with
respect to such domestic, foreign, or alien impaired
insurer.

t4¥(3) In carrying out its duties under subsections
subsection (1} and-{2%, the association may request that

there be imposed policy liens, contract liens, moratoriums

on payments, or other similar means; and such liens,
moratoriums, or similar means may be imposed if the
commissioner:

(a) finds that the amounts which can be assessed under
this part are less than the amounts needed to assure Ffull
and prompt performance of the impaired insurer's contractual
obligations or that the economic or financial conditions as
they affect member insurers are sufficiently adverse to
render the imposition of policy or contract liens,
moratoriums, or similar means to be in the public interest:
and

(b) approves the specific policy 1liens, contract
liens, moratoriums, or similar means to be used.

t5¥(4) Before being obligated under subsectians

subsection (1) and—-{2y, the association may request that

.—6.;



~ o Wn

@

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

25

LC 1772/01

there be imposed temporary moratoriums or liens on payments
of cash values and policy loans, and such temporary
mogratoriums and liens may be imposed if they are approved by
the commissioner,

+6¥(5) The association shall have no 1liability under
33-10-219 or this section for any covered policy of a
foreign or alien insurer whose domiciliary jurisdiction or
state of entry provides by statute or regulation for
residents of this state protection substantially similar to
that provided by this part for residents of other states.

(6) The association, subject to the approval of the

commissioner, may provide substitute coverage on an

individual basis to insureds or may offer to reissue the

termipnated caverage or issue an alternative  policy.

Alternative or reissued policies must be offered without

requiring evidence of insurability and may not provide for

any waiting period or exclusion that would not have applied

under the terminated policy."

Section 5. Section 33-10-224, MCA, is amended to read:
"331-10-224. Extent of liability. The contractual
obligations of the impaired insurer for which the
association becomes or may become liable shall be as great
as but no greater than the contractual obligaticns of the
impaired insurer wculd have been in the absence of an

impairment unless such obligations are reduced as permitted
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by 33-10-220¢43(3}), but the association shall have no
liability with respect to any portieon of a covered policy to
the extent that the death benefit coverage on any one life
exceeds an aggregate of $300,000."

Section 6. Section 33-10-227, MCA, is amended to read:

"33-10-227. Assessments -—- abatement =~- basis for
ratesetting. (1) For the purpose of providing the funds
necessary to carry out the powers and duties of the
association, the board of directors shall assess the member
insurers, separately for each account, at such times and for
such amounts as the bYoard finds necessary. The beoard shall
collect the assessrents after 30 days' written notice to the
member insurers before payment is due.

(2) There shall be three two classes of assessments,
as follows:

(a) Class A assessments shall be made for the purpose
of meeting administrative costs and other general expenses
not related to a particular impaired insurer.

(b) Class B assessments shall be made to the extent
necessary to carry out the powers and duties of the
association under 33-10-219+1+ and 33-10-220({1) with regard
to an impaired domestic insurer.

te-~Cinss-——E--assesaments--shali-be-made-to-the-extent
necessary--to-~carry-—onk--the--powera--and--duties--of--the

asscctation--under-33-18-219¢2y-and-33-18-226¢2)-with-regard
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te—an-impaired-foreigqn-or-atten-insurers

(3) (a} The amount of any Class A assessment for each
account shall be determined by the board. The amount of any
Class B or-€ assessment shall be divided among the accounts
in the proportion that the premiums received by the impaired
insurer on the policies covered by each account bear to the
premiums received by such insurer on all covered policies.

(b) €lass--A--and--€tass-€ Class B assessments against
member insurers for each account shall be in the proportion
that the premiums received on business in this state by each
assessed member insurer on policies covered by each account
bear to such premiums received on business in this state by
all assessed member insurers.

te¥--Ciass-B-assesasmentes-for-each-account-shati-be-made
separatety-——far--each--state--in-which-the-impaired-domestic
insurer-was-aunthorized-to-transact-insurance—-at-any-time-—in
the-—preportian——that--the--premiums-received-oen-business—in
sueh-atate-by-the-impaired-insurer-on--potieies--covered--by
speh--account--bear--to-—auch--premiuma-received-in-aii-suech
atates-by-the--tmpaired--insurer---The--ausessments--againat
member—-tnsurers-shati-be-in-the-propertion-that-the-premiums
received--on--businesa--in--each-such-state-by-ecach-assenaed
member—insnrer-an-pelicires-ecovered-by-each-account——bear—-to
aveh—-premiums--recetived--on- -business--in-each-state-by-alti

assessed-member-tnaureras
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td¥{c) Assessments for funds to meet the requirements
of the association with respect to an impaired insurer shall
not be made wuntil necessary to implement the purposes of
this part. Classification of assessments under subsection
{2)" and computation of assessments under this subsecticn
shall be made with a reascnable degree of accuracy,
recognizing that exact determinations may not always be
possible.

(4) The association may abate or defer, in whole or in
part, the assessment of a member insurer if, in the opinion
of the board, payment of the assessment would endanger the
ability of the member insurer to Ffulfill its contractual
obligations. The total of all assessments upon a member
insurer Eor each account shall not in any one calendar year
exceed 2% of such insurer's premiums in this state on the
policles covered by the account.

{5} In the event an assessment against a member
insurer is abated or deferred, in whole or in part, because
of the limitations set forth in subsection (4)+ the amount
by which such assessment is abated or deferred shall be
assessed against the other member insurers in a manner
consistent with the basis for assessments set forth in this
section. If the maximum assessment, together with the ather
assets of the association in either account, does not

pravide in any one year in either account an amount

_10_
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sufficient to carry out the responsibilities of the
associatien, the necessary additional funds shall be
assessed as soon thereafter as permitted by this part.

(&) The board may ., by an eguitable method as
established in the plan of operation, refund to member
insurers, in proportion to the contribution of each insurer
to that account, the amount by which the assets of the
account exceed the amount the board finds is necessary to
carry out during the coming year the obligations of the
association with regard to that amount, including assets
accruing from net realized gains and income from
investments. A reasonable amount may be retained in any
account to provide funds for the continuing expenses of the
association and for future losses if refunds are
impractical.

{7) It shall be proper for any member insurer, in
determining its premium rates and policyowner dividends as
to any kind of insurance within the scope of this part, to
consider the amount «reasonably necessary to meet its
assessment obligations under this part.

{8) The association shall issue to each insurer paying
an assessment under this part a certificate of contribution,
in a form prescribed by the commissioner, for the amount so
paid. All outstanding certificates shall be of equal dignity

and priority without reference to amounts or dates of issue.

-11-
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A certificate of contribution may be shown by the insurer in
its financial statement as an asset in such form and for
such amount, if any, and period of time as the commissioner
may approve.”

Section 7. Section 33-10-230, MCA, is amended to read:

”33-10-230. Tax - writeoffs of certificates of
contribution. {1) Unless a longer period has been allowed by
the commissioner, a member insurer shall at its option have
the right to show a certificate of contribution for a Class
B _assessment only as an asset in the form approved by the
commissioner pursu-nt to 33-10-227(8), at percentages of the
original £face aaocunt approved by the commlssioner, for
calendar years as follows:

fa) 100% for calendar year of issuance;

{b) 80% for the first calendar year after year of
issuance;

(c} 60% for secend calendar year after year of
issuance;

(d) 40% for third calendar year after year of
issuance;

(e) 20% for fourth calendar year after year of
issuance.

(2) The insurer may offset the amount written off by
it in the calendar year under subsection (1) above against

its premium tax liability to this state accrued with respect

-12-
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to business transacted in such year.

(3) Any sums acqguired by refund, pursuant to
33-10-227(6), from the association which have therefore been
written off by contributing insurers and offset against
premium taxes as provided in subsection (2} above and are
not then needed for purposes for this part shall be paid by
the association to the commissioner and by him deposited
with the state treasurer for credit to the general fund of
this state.”

NEW SECTION. Section 8. Extension of authority. Any
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.

NEW SECTION. Section 9. Applicability. Sections 1
through 7 apply to all occurrences that result £from legal
actions instituted after the effective date of this act.

NEW SECTION. Section 10. Effective date. This act is
effective on passage and approval.

-End-
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BILL NO. M

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR

INTRODUCED B

A BILL FOR AN ACT ENTITLED: “AN ACT TC GENERALLY REVISE THE
LAWS RELATING TO THE MONTANA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT; AMENDING SECTIONS 33-10-202,
33-10-204, 33-10-219, 33-10-220, 33-10-224, 33-10-227, AND
33-10-230, MCA; AND PROVIDING AN APPLICABILITY DATE AND AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-10-202, MCA, is amended to read:
“33-10-202. Definitions. As used in this part, the

following definitions apply:

(1) "Account™ means either any of the three accounts

created under 33-10-203,

(2) "Association" means the Montana 1life and health

insurance guarankty association created under 33-10-203.

{3) “Contractual obligation® means any obligation
under covered policies.
(4) "“Covered policy” means any policy or contract held

by a resident of this state within the scope of this part

under subsections (4) and (5) of 33-1¢9-201.

@anﬁ tegisiative Counci

{5) "Impaired insurer" means:
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{(a) an insurer which after July 1, 1974, becomes
insolvent and is placed under a final order of liquidation,
rehabilitation, or supervision by a court of competent
jurisdiction; or

(b) an insurer deemed by the commissioner after July
1, 1974, to be unalzle or potentially unable to fulfill its
contractual obligations.

(6) “Member insurer” means any person authorized to
transact in this state any kind of insurance to which this
part applies under subsections {4} and (%) of 33-10-201.

{7) "Person" means any individuail, corporation,
pqrtnership, association, or veoluntary organization.

(B) "Premiums" means direct gross insurance premiums
and annuity considerations written on covered policies, less
return premiums and considerations thereon and dividends
paid or credited to policyholders on such direct business.
"Premiums” do not include premiums and considerations on
contracts between insurers and reinsurers. As used in
33-10-227, ‘premiums" are those for the calendar year
preceding the determination of impairment.

(9) "Resident" means any person who resides in this

" state at the time the impairment is determined and to whom

contractual obligations are owed."”
Section 2. Section 33-10-204, MCA, is amended to read:

"33-10-204. Board of directors - commissioner

-2- THIRD READINSG
Ha-s0¢
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approval -- compensation. (1) The board of directors of the
asscociation shall consist of five members serving terms as
established in the plan of operation. The members of the
board shall be selected by member insurers subject to the
approval of the commissioner. Vacancies con the board shall
be filled for the remaining period of the term in the manner
described in the plan of operation. In approving selections
or in appointing members to the board, the commissioner
shall consider, among other things, whether all member
insurers are fairly represented.

{2) Members of the board may be reimbursed from the
assets of the association for expenses incurred by them as
members of the board of directors, but and such members of
the board shali--not--otherwise--be--compensated--by--the

association-—-for--their--services who are not full-time

employees cof an insurer may receive reasonable compensation

for their services as board members upon annual approval by

the membership."
Section 3. Section 33-10-219, MCA, is amended to read:

"33-10-219. Impaired insurer -- association's powers
prior to liquidation. t31} If a-demestie an insurer is an
impaired insurer, the association may, prior to an order of
liquidation or rehabilitation and subject to any conditions
imposed by the association other than those which impair the

contractual obligations of the impaired insurer and approved

_3_
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by the impalred insurer and the commissioner:

ta¥y{l) guarantee or reinsure or cause to be
guaranteed, assumed, or reinsured all the covered policies
of the impaired insurer;

tb3{2) provide such moneys, pledges, notes,
guarantees, or other means as are proper to effectuate
subsection-—{a¥ this section and assure payment of the
contractual obligations of the impaired insurer pendiag
action under subsection ta} (1}; and

te4(3} 1loan money to the impaired insurer.

f2+~—If——a——foreiga-“ur——uiien-—insureru—i:vnn—impaiéed
insurer;--the-—associarion—-may;—-prisr-—to--an---order-——-of
}iquidactony-crehabiltieationy-or—superviston;-with-respeeckt-te
the--covered--policies--of--residents--and--subject--to--any
conditions-imposed-by-the-assoetation-other-than-those-whieh
impair-the-contractuat-obiigations-of-the--impaired——insurer
and--approved--by-the-impaired-insurer-and-the-commisstoners

tat-—gunarantee—or-reinsure-or—canse-to--be——-gunaranteeds
assumed;-——ar---reinsured--the--impaired--insureris--covered
policies-of-residents;

thy-—-provide—-such-moneys;-piedgeay--netess--guaranteesy
or--other-—means——as—are-prepet-to-effectunte-subsection-fay
and-assure-payment-of--the—-impaired--insureris--contractuat

ohligations—-—-to--residents--pending-—action-under-subsection

tats
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tey-—toan-money-to-the-impatred-insurers"

Secticon 4. Section 33-10-220, MCA, is amended to read:

%33-10-220. Impaired insurer -- association’'s powers
during 1liquidation. {1}y If a--demestie an insurer is an
impaired insurer under an order of ligquidation or
rehabilitation, the association shall, subject to the
approval of the commigsioner:

{a) guarantee, assume, or reinsure or cause to be
guaranteed, assumed, or reinsured the covered policies of
the impaired insurer;

{b) assure payment of the contractual obligations of
the impaired insurer; and

{c} provide such moneys, pledges, notes, guarantees,
or other means as are reascnably uccessary to discharge such
duties.

t2y--tf-a-foreign--er--atien——inanrer--ts--an--impaired
insnrer—-under--an-—-order-of-liquidation;-rehabiltitation;-or
supervistony-the-association-shatir-subject-to-the--approvai
of-the-commisatoners

fa}-—guarantee;——assumer——or-—réinsure~Aar——causeftOAbe
guatanteedT—assumed7—or—reinsured~th¢——covered——poiicies——of
restdentas )

thi--assure—-—payment--of-the-contractuai-ebligationa-of
the-impaired-insurer-to-residents;—and

tey--provide-such-moneysr-piedges;--notes;--guaranteesy
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er-sther-means-as-are-reasonably-necessary—to-discharge-suech
dutiess

t3¥(2) If the assocciation fails to act within a
reasonable period of time, the commisgsioner shall have the
powers and duties of the association under this part with
respect to such domestic, foreign, or alien impaired
insurer.

t4¥(3) In carrying out its duties under subsections
subsection (1) and-t2}, the association may request that
there be imposed policy liens, contract liens, moratoriums
on payments, or other similar means; and such liens,
moratoriums, or similar means may be impased if the
commissioner:

(a) finds that the amounts which can be assessed under
this part are less than the amounts needed to assure full
and prompt performance of the impaired insurer's contractual
obligations or that the econamic or financial conditions as
they affect member insurers are sufficiently adverse to
render the imposition of policy or contract liens,
moratoriums, or similar means to be in the public interest;
and

(b} approves the specific policy liens, contract
liens, moratoriums, or similar means to be used.

t5¥{4) Before being obligated under subseetions

subsection (1) and--t2}, the association may request that

-6-
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there be imposed temporary moratoriums or liens an payments
of cash values and policy 1loans, and such temporary
moratoriums and liens may be imposed if they are approved by
the commissioner.

£6¥(5) The association shall have no 1liability wunder
33-~10-219 or this section Ffor any covered policy of a
foreign or alien insurer whose domiciliary Jurisdiction or
state of entry provides by statute or regulation for
residents of this state protection substantially similar to
that provided by this part for residents of other states.

(6) The association, subject to the approval of the

commissioner, may provide substitute coverage on an

individual basis to insureds or may offer to reissue the

terminated coverage or issue an alternative policy.

Alternative or reissued policies must be offered without

requiring evidence of insurability and may not provide for

any waiting period or exclusion that would not have applied

under the terminated policy."

Section 5. Section 33-10-224, MCA, is amended to read:
"33-10-224. Extent of liabllity. The contractual
obligatioens of the impaired insurer for which the
association becomes or may become liable shall be as great
as but no greater than the contractual obligations of the
impaired insurer would have been in the absence of an

impairment unless such cbligations are reduced as permitted
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by 33-10-220¢43(3)., but the association shall have no
liability with respect to any portion of a covered policy to
the extentL that the death benefit coverage on any cne life
exceeds an aggregate of $300,000."

Section 6. Section 33-10-227, MCA, is amended to read:

"33-10-227. Assessments -- abatement -- basis for
ratesetting., (1)  For the purpose of providing the funds
necessary to carry out the powers and duties of the
association, the board of directors shall assess the member
insurers, separately for each account, at'such times and for
such amounts as the board finds necessary. The board shall
collect the assessments after 30 days' wriﬁten notice to the
member insurers before payment is due.

(2) There shall be three two classes of assessments,
as follows:

(a) Class A assessments shall be made for the purpose
of meeting administrative costs and other general expenses
not related to a particular impaired insurer.

{h) Class B assessments shall be made to the extent
necessary to carry out the powers and duties of the
association under 33-10-219t%} and 33-10-220(1) with regard
to an impaired domestic insurer.

fe7——eiass--e--assessmenbs--;ha}i-be—made-eo—the-extent
neceasary—-to--carey--out—-the--powera-—and--duties--of--the

association--under-33-18-239¢2)-and-33-10-220¢2}-with-regard
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to-an—impaired-foreign-or-atien-insurers

{3) (a) The amount of any Class A assessment for each
account shall be determined by the board. The amount of any
Class B or-€ assessment shall be divided among the accounts
in the proportion that the premiums received by the impaired
insurer on the pclicies covered by each account bear to the
premiums received by such insurer on all covered policies.

(b) Eiass-—-A--and--€tass-€ Clasg B assessments against
member insurers for each account shall be in the proportion
that the premiums received on business in this state by each
assegssed member insurer on policies covered by each account
bear to such premiums received on business in this state by
all assessed member insurers.

tey—-Eiass-B-assessments-for-each-account—shaii-be-made
separately—-for--each--state—-in-which-the-itmpairad-domestic
insurer-was-anthorized-to-transact-insurance-at-any-time——in
the-—preportion--that--the--premiume-received-on-business—in
such-atate-by-the-impaired-insurer-on--poiteies--coverad——by
sueh——account--bear——-to-—such--premiums—received-in-att-such
stgtes—by—the—-impaired—-insurefr»—?he——aasesaments-—against
memher—insurera—aha}1~be‘in—the«prahortian—thut—the—preminms
received--on--bustness-—in--each-such-state-bhy-each-assessed
member-insurer-en-poticies—covered-by-each-acesunt--bear--to
sueh——premiuma--received-—on--businesa--in-each-state-by-att

assessed-menber-insurerss
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td¥(c) Asgessments for funds to meet the requirements
of the association with respect to an impaired insurer shall
not be made wuntil necessary to implement the purposes of
this part. Classification of assessments under subsection
(2) and computation of assessments under this subsection
shall be made with a reasonable degree of accuracy,
recognizing that exact determinations may not always be
possible,

(4) The association may abate or defer, in whole or in
part, the assessment of a member insurer if, in the opinion
of the board, payment of the assessment would endanger the
ability of the member insurer to fulfill its contractual
obligations. The total of all assessments upon a member
insurer for each account shall not in any one calendar year
exceed 2% of such insurer's premiums in this state on the
pelicies covered by the account,

{5} In the event an assessment against a member
insurer is abated or deferred, in whole or in part, because
of the limitations set Eorth in subsection (4), the amount
by which such assessment is abated or deferred shall be
assessed against the other member insurers in a manner
consistent with the basis for assessments set forth in this
section. If the maximum assessment, together with the other
assets of the association in either account, does not

provide in any one year in either account an amount

-10-
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-

sufficient to carry out the responsibilities of the
association, the necessary additional funds shall be
assessed as soon thereafter a2s permitted by this part.

(6) The board may, by an equitable method as
established in the plan of operation, refund to member
insurers, in proportion to the contribution of each insurer
to that account, the amount by which the assets of the
account exceed the amount the board finds is necessary to
carry out during the coming year the obligaticons of the
association with regard to that amount, including assets
accruing FErom net realized gains and income from
investments. A reasonable amount may be retained in any
account to provide funds for the continuing expenses cf the
association and for future losses if refunds are
impractical.

{7} It shall be proper for any member insurer, in
determining its premium rates and policyowner dividends as
to any kind of insurance within the scope of this part, to
consider the amount reasonably necessary to meet its
assessment obligations under this part.

(8) The assoclation shall issue to each insurer paying
an assgegsment under this part a certificate of contribution,
in a form prescribed by the commissioner, for the amount so
paid., All outstanding certificates shall be of equal dignity

and priority without reference to amounts or dates of issue.

-11-
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R certificate of contribution may be shown by the insurer in
its financial statement as an asset in such form and for
such amount, if any, and period of time as the commissioner
may apprave."

Section 7. Section 33-10-230, MCA, is amended to read:

"33-10-230. Tax - writeoffs of certificates of
contribution. (1) Unless a longer period has been allowed by
the commissioner, a member insurer shall at its option have
the right to show a certificate of contribution for a Class

B_assessment only as an asset in the form approved by. the

commissioner pursuant to 33-10-227(8), at percentages of the
original face amount approved by the commissioner, for
calendar years as follows:

(a) 100% for calendar year of issuance;

(b) B0% for the first calendar year after year of
issuance;

(c) 60% for second calendar year after year of
iséuance;

{d) 40% for third calendar year after yeaé of
issuance;

{(e) 20% for fourth calendar year after year of
issuance.

(2) The insurer may offset the amount written off by
it in the calendar year under subsecticon (1) above against

its premium tax liability to this state accrued with respect

-12-
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to business transacted in such year.

{3) Any sums acquired by refund, pursuant to
33-10-227(6), from the association which have therefore been
written off by contributing insurers and offset against
premium taxes as provided in subsection {(2) abaove and are
not then needed for purposes for this part shall be paid by
the association to the commissioner and by him Jeposited
with the state treasurer for credit to the general fund of
this state."

NEW SECTION. Section 8. RExtension of authority. Any
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.

NEW SECTION. Section 9. Applicability. Sections 1
through 7 apply to all occurrences that result from legal
actions instituted after the effective date of this act.

NEW SECTION. Section 10. Effective date. This act is
effective on passage and approval.

-End-
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HOUSE BILL NO. 806
INTRODUCED BY PAVLOVICH

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR

A BILL FOR AN ACT ENTITLED: "“AN ACT TO GENERALLY REVISE THE
LANS RELATING TO THE MONTANA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT; AMENDING SECTIONS 33-10-201,
33-10-202, 33-10-204, 33-10-219, 33-10-220, 33-10-224,
33-10-227, AND 33-10-230, MCa; AND PROVIDING AN

APPLICABILITY DATE AND AN IMMEDIATE EFFECTIVE DATE."

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

SECTION 1. SECTION 33-10-201, MCA, IS AMENDED TO READ:

*33-10-201. Short title, purpose, scope, and
construction. (1) This part shall be known and may be cited
as the "Montana Life and Health Insurance Guaranty
Association Act”.

[2) The purpose of this part is to protect
policyowners, insureds, beneficiaries, annuitants, payees,
and assignees of life insurance policies, health insurance
policies, annuity contracts, and supplemental contracts,
subject to certain limitations, against failure 1in the
performance of contractual obligations due to the impairment

of the insurer issuing such policies or contracts.
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{a) an association of insurers is c¢reated to enable
the guaranty of payment of benefits and of continuation of
coverages;

(b} members of the association are subject to
assessment to provide funds to carry out the purpose of this
part; and

(c) the association is authorized to assist the
commissioner, in the prescribed manner, in the detection and
prevention of insurer impairments.

{4) This part shall apply to direct life insyrance
policies, health insurance pelicies, annuity contracts, and
contracts supplemental to life and health insurance peclicies
and annuity ceontracts issued by persons authorized to
transact insurance in this state at any time.

(5) This part shall provide coverage for covered

policies:

[a) to persons who are owners of or certificate

holders under such covered policies, and who:

(i) are residents; or

(ii} are not residents, but only under all of the

following conditions:

A) the insurers that issued the policies are

domiciled in this state;

{B) the insurers  have not held a license or

certificate of authority in the state in which _the persons

-2- HB 806
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reside;

IC) the states have associations similar to the

association created under this part; and

(D) _the persons are not eligible for coverage by those

assoclations; and

(b) to persons who, reqardless of where they reside,

except for nonresident certificate holders under group

policies or contracts, are the beneficiaries, assignees, or

payees of the persons covered under subsection (5)(a).

+53(6) This part shall not apply to:

{a) any such policies or contracts or any part of such
peclicies or contracts under which the risk ils borne by the
policyholder;

(b) any such policy or contract or part thereof
assumed by the impaired insurer under a contract of
reinsurance, other than reinsurance for which assumption
certificates have been issued.

t6¥(7) Thias part shall be Lliberally construed to
effect the purpose under subsections (2) and {3) which shall
constitute an aid and guide to interpretation.

¢73(8) Nothing in this part shall be construed to
reduce the liability for unpaid assessments of the insureds
of an impaired insurer operating under a plan with
assessment liability."

Section 2. Section 33-10-202, MCA, is amended to read:

-3- HB 80&
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"33-10-202. Definitions. As used in this part, the
following definitions apply:

(1) "Account" means either any of the three accounts
created under 33-10-203. '

(2) "Association" means the Montana life and health
insurance guaranty association created under 33-10-201.

{(3) "Cortractual obligation" means any obligation
under covered policies.

(4) "Covered policy" means any policy or contract heid

By——a——residenk--of-this—-semte within the scope of this part

under subsections {4) and-{5} THROUGH (&) of 33-10-201.

(%) “"Impaired ingurer" means:

(a) an insurer which after July 1, 1974, becomes
insolvent and is placed under a final order of liguidation,
rehabilitation, or supervision by a court of competent
jurisdiction; or

{(b) an insurer deemed by the commnissioner after July
1, 1974, to be unable or potentially unable to fulfill its
contractual obligations.

(6) "Member insurer™ means any person authorized to
transact in this state any kind of insurance to which this
part applies under subsections (4) and {5} (6) of 33-10-201.

{7) "Person" means any individual, corporation,
partnership, association, or voluntary organization,

{8) "Premiums" means direct gross insurance premiums

-4- HB 804
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and annuity considerations written on covered policies, less
return premiums and considerations thereon and dividends
paid or credited to policyhelders on such direct business.
"Premiums” do not include premiums and considerations on
contracts between insurers and reinsurers. As used in
33-10-227, “premiums" are those for the calendar year
preceding the determination of impairment.

(9) “Resident" means any person whe resides in this
state at the time the impairment is determined and to whom
contractual obligations are owed.™

Section 3. Section 33-10-204, MCA, is amended to read:

"33-10-204. Board of directors - commissioner
approval -- compensation. (1) The board of directors of the
association shall consist of five members serving terms as
established in the plan of operation. The members of the
board shall be selected by member insurers subject to the
approval of the commissioner. Vacancies on the board shall
pe filled for the remaining period of the term in the manner
described in the plan of operation. In approving selections
or in appointing members to the board, the commissioner
shall consider, among other things, whether all member
insurers are fairly represented.

(2) Members of the board may be reimbursed from the
assets of the associaticn for expenses incurred by them as

members of the board of directors, but and-auweh BUT members
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of the board shail--net--eotherwise--be—-compensated--by--the

associatiton-—~for---thetr--services MAY NOT OTHERWISE BE

COMPENSATED BY THE ASSOCIATION FOR THEIR SERVICES. HOWEVER,

ANY DESIGNATED REPRESENTATIVES OF MEMBERS OF THE BOARD who

are not full-time employees of an--insprer THE MEMBER

INSURERS THAT DESIGNATED THEM may receive reasonable

compensation for their services as—-board--members ON THE

BOARD OF ©DIRECTORS upon annual approval by the memberahip

MEMBERS OF THE ASSOCIATION."

Section 4. Section 33-10-219, MCA, is amended to read:

"33-10-219. Impaired lnsurer -- assoclation's powers
prior to liguidation. ¢ty If a-demeatie an insurer is an
impaired insurer, the association may, prior to an order of
liguidation or rehabilitation and subject to any conditicns
imposed by the association other than those which impair the
contractual obligations of the impaired insurer and approved
by the impaired insurer and the commissioner:

tay(l) guarantee or reinsure or cause to be
guaranteed, assumed, or reinsured all the covered policies
of the impaired insurer:

tb}{2) provide such moneys, pledges, notes,
guarantees, or other means as are proper to effectuate
subaeetion-ta} this section and assure payment of the
contractual obligaticons o©of the impaired insurer pending

action under subsection tay (1):; and

-6~ HB BO0b
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te¥(3) loan money to the impaired insurer.

fi?—-!f—a-foreign~for——aiien-—insure:~~is——an—-impaired
insurer7———the—~—assoeiatéonv—may7-—prfot——to«—an——order——cf
iiquidahiony-rehcbiiitationr-a:—5uperv&sion7-with—respect-ta
the——¢overed—‘poiicies—-of—fresidcnt:——and——snbjecb——to——any
conditiona-impcsedfby—the~aaaociation~ather—bhan—those—which
impair~—the—wceneructuuifebiégaticna‘of—the-impaired~insnrcr
and-approved-by-the-impaired-insurer-and--the—-commissionars

fa?—-gaarantee~—or--reinsnre—or-cau:e—te—bevgunranteedT
assumed;--or--reinsured--the--impaired---insnreris—-—-covered
poticiea-ef-reasidentss

fb}——previde——such—-moneys;—p}edgesr-nctes;—guarantecs;
ar—other—meansvaa—are—proper—tc~—efEectnate——sub:ectfon——fa}
and~—assare——puymenb~-oé——theuimpaired—insurerls—contractuai
obiigations—tc—residents-—pending—~action——under——subsection
fayr

tey--toan-money-to-the-impaired-tnsurer.”

Section 5. Section 33-10-220, MCA, is amended to read:

"33-16-220, Impaired insurer -- association's powers
during liquidation, (1) If a--demestie an insurer is an
impaired insurer under an order of liquidation or
rehabilitation, the association shall, subject to the
approval of the commissioner:

(a) guarantee, Aassume, or reinsure or cause to be

guaranteed, assumed, or reinsured the covered policies of
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the impaired insurer:

{b) assure payment of the contractual obligations of
the impaired insurer; and

(c) provide such moneys, pledges, notes, guarantees,
or other means as are reasonably necessary to discharge such
duties.

t23~-f—-a-—foreign--or-~atien--insurer--ts-man-impaired
tmsurer-oader-an-order-af--tiquidation;--rehabilitation;--ar
supervisiony;-—-the-assaeiation-shatiy-sebieet-ta-the-approvai
ef-the-commissioner:

ftar--guarantee;-assume;-or--reinsure--or--cause--te--be
guaranteed;-—assomedy——or——reinanred-the-covered-poticies-of
residentss

+by--assure-payment-of-the-contractuai--obiigationa--of
the-impaired-insurer-to-residents;-and

tey--provide--snch--moneys;-pitedgeas;-notes;-guaranteessy
er-asther-means-as-are-reasenabiy-necessary-to-discharge-such
dutiess

+3+(2) I1f the assoclation fails to act within a
reasonable period of time, the commissioner shall have the
powers and duties of the association under this part with
respect to such domestic, foreign, or alien impaired
insurer.

+4¥(3) In carrying cut its duties under subsections

subsection ({1) and--{2}, the association may request that

-8- HB 8096
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there be imposed policy liens, contract liens, moratoriums

en payments, or other similar means; and such 1liens,
moratoriums, or similar means may be imposed if the
commissianer:

{a) finds that the amounts which can bhe assessed under
this part are less than the amounts needed to assure full
and prompt performance of the impaired insurer's contractual
obligations or that the economic or financial conditions as
they affect member insurers are sufficiently adverse to
render the imposition of policy Gr contract liens,
moratoriums, or similar means to be in the public interest;
and

(b) approves the specific policy liens, contract
liens, moratoriums, or similar means to be used.

{5+(4) Before being obligated under subsectisns
subsection (1) and-t2), the association may request that
there be imposed temporary moratoriums or liens on payments
of cash values and policy loans, and such temporary
moratoriums and liens may be imposed if they are approved by
the commissioner.

t63¥(5) The association shall have no liability under
33-10-219 or this section for any covered pollcy of a
foreign or alien insurer whose domiciliary jurisdiction or
state of entry provides by statute or regulation for

residents of this state protection substantially similar to
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that provided by this part for residents of other states.

+6y--Fhe-associationy-subject-to-the--approvali-—-ef--the

commiasionery---may---provide——-aubatibnte—-—coverage—--on--an

individual-basis-to-insureds-or-may--affer -to--reissue—-the

terminated---coverage--—or-——isasue--an--siternative—-polieys

hiternattve-sr—-reissped-poltictes--mnat—-be--offered--without

requiring--evidence--of-insurabiitty-and may-not-provide-far

any-watrting-period-sr—exelusion-that-wonid-not-have--applied

{(6) (A) IF PROCEEDING UNDER 33-10-220, THE ASSOCIATION

MAY, WITH RESPECT TO LIFE AND HEALTH INSURANCE POLICIES:

(I) ASSURE PAYMENT OF BENEFITS FOR PREMIUMS IDENTICAL

TQ THE PREMIUMS AND BENEFITS, EXCEPT FOR TERMS OF CONVERSION

AND RENEWABILITY, THAT WOULD HAVE BEEN PAYABLE UNDER THE

POLICIES OF THE INSOLVENT INSURER FOR CLAIMS INCURRED:

(A) WITH RESPECT TO GROUP POLICIES, NOT LATER THAN THE

EARLIER OF THE NEXT RENEWAL DATE [UNDER THE POLICY OR

CONTRACT OR 45 DAYS, BUT IN NO EVENT TESS THAN 30 DAYS,

AFTER THE DATE ON WHICH THE ASSOCIATION BECOMES OBLIGATED

WITH RESPECT TO THE POLICIES;

(B) WITH RESPECT TO INDIVIDJAL POLICIES, NOT LATER

THAN THE EARLTER OF THE NEXT RENEWAL DATE, IF ANY, UNDER THE

POLICIES OR 1 YEAR, BUT IN NO EVENT LESS THAN 310 DAYS, FROM

THE DATE ON WHICH THE ASSOCIATION BECOMES OBLIGATED WITH

RESPECT TQ THE PFOLICIES;

~-10- HB BO06
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(IT) MAXE DILIGENT EFFORTS TO PROVIDE ALL KNQWN

INSUREDS, OR GROUP POLICYHOLDERS WITH RESPECT TO GROUP

POLICIES, 30 DAYS NOTICE QF THE TERMINATION OF THE BENEFITS

PROVIDED; AND

(II1)}) MAKE AVAILABLE SUBSTITUTE COVERAGE ON AN

INDIVIDUAL BASIS IN ACCORDANCE WITH SUBSECTION (6)(B) TO

EACH KNOWN INSURED, OR OWNER IF OTHER THAN THE INSURED, OF

AN INDIVIDUAL POLICY AND TO ANY INDIVIDUAL FORMERLY INSURED

UNDER A GROUP POLICY WHO IS NOT ELIGIBLE FOR REPLACEMENT

GROUP COVERAGE, IF THE INSURED HAD A RIGHT UNDER LAW OR_THE

TERMINATED POLICY TO CONVERT CGVERAGE TO INDIVIDUAL COVERAGE

OR TO CONTINUE AN INDIVIDUAL POLICY 1IN FORCE UNTIL A

SPECIFIED AGE OR FOR A SPECIFIED TIME DURING WHICH THE

INSURER HAD NO RIGHT UNILATERALLY TO MAKE CHANGES IN ANY

PROVISION OF THE POLICY OR HAD A RIGHT ONLY TO MAKE CHANGES

IN PREMIUM BY CLASS.

(B) (I) IN PROVIDING THE SUBSTITUTE COVERAGE REQUIRED

UNDER __SUBSECTION (6} (A)(III), THE ASSOCIATION MAY OFFER TO

REISSUE THE TERMINATED COVERAGE OR ISSUE AN ALTERNATIVE

POLICY.

(II}) REISSUED OR ALTERNATIVE POLICIES MUST BE OFFERED

WITHOUT REQUIRING EVIDENCE OF INSURABILITY AND MAY NOT

PROVIDE FOR ANY WAITING PERIOD OR EXCLUSION THAT WOULD NOT

HAVE APPLIED UNDER THE TERMINATED POLICY,

(111) THE ASSOCIATION MAY REINSURE ANY REISSUED OR
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15
16
17
18
19
20
21
22
23
24
25

HB 0806/02

ALTERNATIVE POLICY,

{C) {I) ALTERNATIVE POLICIES ADOPTED BY THE

ASSOCTATION ARE SUBJECT TC THE APPROVAL OF THE COMMISSIONER.

THE ASSOCIATION MAY ADOFPT POLICIES OF VARIOUS TYPES FOR

FUTURE REISSUANCE WITHOUT REGARD TO ANY PARTICULAR

IMPATRMENT OR INSOLVENCY.

{II) ALTERNATIVE POLICIES MUST CONTAIN AT LEAST THE

MINIMUM STATUTORY PROVISIONS REQUIRED 1IN THIS STATE AND

PROVIDE BENEFITS THAT ARE NOT UNREASONABLE IN RELATION TO

THE PREMIUM CHARGED. THE ASSOCIATION SHALL SET THE PREMIUM

IN ACCORDANCE WITH A TABLE OF RATES THAT IT SHALL ADOPT. THE

PREMIUM MUST REFLECT THE AMOUNT QF INSURANCE TO BE PROVIDED

AND THE AGE AND CLASS OF RISK OF EACH INSURED, BUT MAY NOT

REFLECT ANY CHARNGES IN THE HEALTH OF THE INSURED AFTER THE

ORIGINAL POLICY WAS LAST UNDERWRITTEN.

(III) ALTERNATIVE POLICIES ISSUED BY THE ASSOCIATION

SHALL PROVIDE COVERAGE OF A TYPE SIMILAR TO THAT OF THE

POLICY ISSUED BY THE IMPAIRED OR INSOLVENT INSURER, AS

DETERMINED BY THE ASSOCIATION.

{D} IF THE ASSOCIATION ELECTS TO REISSUE TERMINATED

COVERAGE AT A PREMIUM DIFFERENT FROM THAT CHARGED UNDER THE

TERMINATED PQOLICY, THE PREMIUM MUST BE SET BY:

{I) THE ASSCCIATION IN ACCORDANCE WITH THE AMOUNT OF

INSURANCE PROVIDED AND THE AGE AND CLASS OF RISK, SUBJECT TO

APPROVAIL OF THE COMMISSIONER; OR

-12- HB 806
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(II) A COURT OF COMPETENT JURISDICTION.

(E) THE ASSOCIATION'S OBLIGATION WITH RESPECT TO

COVERAGE UNDER ANY POLICY OF THE TIMPAIRED OR INSOLVENT

INSURER OR UNDER ANY REISSUED QR ALTERNATIVE POLICY CEASES

ON THE DATE THE COVERAGE OR POLICY IS REPLACED BY ANOTHER

SIMILAR POLICY BY THE POLICYHOLDER, INSURED, OR

ASSOCIATION."

Section 6. Section 33-10-224, MCA, is amended to read:

"33-10-224. Extent of 1liability. The contractual
obligations of the impaired ingsurer for which the
association becomes or may become liable shall be as great
as but no greater than the contractual obligations of the
impaired insurer would have been in the absence of an
impairment wunless such obligations are reduced as permitted
by 33-10-220¢4%(3), but the association shall bhave no
liability with respect to any portion of a covered policy to
the extent that the death benefit coverage on any one life
exceeds an aggregate of $300,000."

Section 7. Section 33-10-227, MCA, is amended to read:

“33-10-227. Assessments -~ abatement -- basis for
ratesetting. (1} For the purpose of providing the funds
necessary to carry out the powers and duties of the
assaociaticn, the bhoard of directors shall assess the member
insurers, separately for each account, at such times and For

such amounts as the board finds necessary. The board shall
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collect the assessments after 30 days' written notice to the
member insurers before payment is due.

(2) There shall be three two classes of assessments,
as follows:

(a) Class A assessments shall be made for the purpose
of meeting administrative costs and other general expenses
not related to a particular impaired insurer.

(b} Class B assessments shall be made to the extent
necegsary to carry out the powers and duties of the
association under 33-10-219t%} and 33-10-220(1) with regard
to an impaired domestie insurer.

tey--€iass--E--nasessments--shaii-be-made-to-the-exteant
necessary--to--carry--out--the--poewars--and--duties--of-—tha
assaeiation——under-aa—ie—iiSfifaandv39—&9—226{277with—fegard
to-an-impatred-foretgn-or-atiten-insurer-

{3) (a) The amount of any Class A assessment for each
account shall be determined by the board. The amount of any
Class B or—-€ assessment shall be divided among the accounts
in the proportion that the premiums received by the impaired
insurer on the policies covered by each account bear to the
premiums received by such insurer on all covered policies.

(b) €ianxs--A--end--€iase-& Class B assessments against
member insurers for each account shall be in the proportion
that the premiums received on business in this state by each

assessed member insurer on policies covered by each account

-14- HB 8068
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bear to such premiums received on business in this state by
all assessed member insurers.

tcy--Elass-B-assessments-for-each-account-shatri-be-made
separatety--for--each- -atate—-in-which-the-impaired-domestie
insurer-was-anthsrized-to-transact-inanrance-at-any-time-—in
the--proportien-—that--the--premiums-received-en-bunsiness-in
anch-state-by-the-impaired-insnrer-on-—potictes--covered—-by
such--account-—bear-~to--such-—-premioms-received-in-att-auch
statea-by-the--impaired-—-insarers--Fhe--assessmentsa-—agatnat
member-insurera-shati-be-in-the-proportion-that-the-premiums
received--on—-business——in--each-such-atate-by-each-assessed
member—inaurer~onﬁéoiicies—coveted-by—euch~nccount——bear——te
such--premiume--received--on--business——in-each-state-by-ati
assesscd-member -insurerss

td¥3(c) Assessments for funds to meet the reqguirements
of the asscociation with respect to an impaired insurer shall
not be made until necessary to implement the purposes of
this part. Classification of assessments under subsection
(2) and computation of assessments under this subsection
shall be made with a reasonable degree of accuracy,
recognizing that exact determinations may not always be
possible.

(4) The association may abate or defer, in whole or in
part, the assessment of a member insurer if, in the opinion

of the board, payment of the assessment would endanger the
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ability of the member insurer to fulfill its contractual
obligations. The total of all assessments upon a member
insurer for each account shall not in any one calendar year
exceed 2% of such insurer's premiums in this state on the
policies covered by the account.

{5) In the event an assessment against a member
insurer 1is abated or deferred, in whole or in part, because
of the limitaticns set forth in subsection (4), the amount
by which such assessment 1is abated or deferred shall be
assessed against the other member insurers in a manner
consistent with the basis for assessments set forth in this
section. If the maximum assessment, together with the other
assets of the association in either account, does not
provide in any one year in either account an amount
gufficient to carry out the responsibilities of the
associlation, the necessary additional funds shall be
assessed as soon thereafter as permitted by this part.

(6) The hoard may, by an equitable method as
established in the plan of operation, refund to member
insurers, in proportion to the contribution of each insurer
to that account, the amount by which the assets of the
account exceed the amount the board finds is necessary to
carry out during the c¢oming year the obligations of the
association with regard to that amount, including assets

accruing from net realized gains and income from

-16- HB 806
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investments. A reasonable amount may be retained in any
account to provide funds for the continuing expenses of the
association and for Euture losses i1f refunds are
impractical.

(7) It shall be proper for any member insurer, in
determining its premium rates and policyowner dividends as
to any kind of insurance within the scope of this part, to
consider the amount reasonably necessary to meet its
assessment obligaticons under this part.

(8) The asscciation shall issue to each insurer paying
an assessment under this part a certificate of contribution,
in a form prescribed by the commissioner, for the amount sg
paid. All outstanding certificates shall be of equal dignity
and priority without reference to amounts or dates of issue.
A certificate of contribution may be shown by the insurer in
its fipancial statement as an asset in such form and for
such amcunt, if any, and period of time as the commissioner
may approve.”

Section B. Section 33-10-230, MCA, is amended to read:

"33-10-230. Tax - writeoffs of certificates of
contribution. (1) Unless a longer period has been allowed by
the commissioner, a member insurer shall at its option have
the right to show a certificate of contribution for a Class
B assessment only as an asset in the form approved by the

commissicner pursuant to 33-10-227(B), at percentages of the
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original face amount approved by the commissioner, for
calendar years as follows:

{a) 100% for calendar year of issuance;

(b} 80% for the first calendar year after vyear of
issuance;

(c) 60% for second calendar year after year of
issuance;

(d) 40% for third calendar year after year of
issuance;

(ey 20% for fourth calendar year after year of
issuance.

(2) The insurer may offset the amount written off by
it in the calendar year under subsection (1} above against
its premium tax liability to this state accrued with respect
to business transacted in such year.

(3) Any sums acquired by refund, pursuant to
33-10-227(6), from the association which have therefore been
written off by contributing insurers and offset against
premium taxes as provided in subsection (?} above and are
not then needed for purposes For this part shall be paid by
the association to the commissioner and by him deposited
with the state treasurer for credit to the general fund of
this state.™

HEW SECTION. Section 9. Extensicon of authority. Any

existing authority of the commissicner of insurance to make

-18- HB 806
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rules on the subject of the provisions of this act 1is
extended to the provisions of this act.

NEW SECTION. Section 10. Applicability. Sections 1
through # 8 apply to all occurrences that result from legal
actions instituted after the effective date of this act.

NEW SECTION. Section 11. Effective date. This act is
effective on passage and approval.

-End-
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STANDING COMMITTEE REPORT
SENATE

March 10

' MR. PRESIDENT

We, yourcommittee on..........ooooevnnnnns BUSINESS AND. INDUS T RY e,

having had under consideration................ HOUSE BILL. .

__ _Third ~ readingcopy { __blue

color

REVISING MONTANA LIFE AND HEALTH GUARANTY ACT

PAVLOVICH (Meyer)

Respectfully report as follows: That.......... HOUSE BILL .

be amended as follows:

1. Page 8, line 22.
Strike: "domestic"

g] - AND AS AMENDED,
BE CONCURRED IN

DIXEASE

DIX KA KEMSEX

) b~ C.

ALLEN C. KOLSTAD,

Chairman.



STANDING COMMITTEE REPORT
SENATE

e MARCH, 26, 19,87
MR. PRESIDENT
We, your committee on.._.............._. ~...BUSINESS. AND. INDUSTRY.........oii R
having had under consideration. ................. HOUSE . BILL ... i Nao....... a06..
_ _THIROD _ reading copy | _BLUE )
color
PAVLOVICH ( MEYER )
REVISING MONTANA LIFE AND HEALTH GUARANTY ACT
HOUSE BILL 806
Respectfully repart as tollows: That.......o e e NO L

be amended as follows:

1. Title, line 7.
Following: '"SECTIONS®
Insert: "33-10-201,"

2. Page 1, following line 12.
Insert: BSection l. Section 33-10-201, MCA, is amended to
read:

*33-10-201. Short title, purpose, scope, and
construction. (1) This part shall be known and may be cited
as the "Montana Life and Health Insurance Guaranty
Association Act”.

(2} The purpose of this part is to protect
policyowners, insureds, beneficiaries, annuitants, payees,
and assignees of life jinsurance policies, health insurance
policies, anpuity contracts, and supplemental contracts,
subject to certain limitations, against failure in the
performance of contractual obligations due to the impairment
of the insurer issuing such policies or contracts.

(3) To provide this protection:

{al an association of insurers is created to enable
the guaranty of payment of benefits and of centinuation of
coverages;

NRRRGEEE
HXEKNXTREES (CONTINUED}

Ao 4

SENATOR ALLEN C. KOLSTAD,

Cnainman.
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. 19.87....

(b) members of the association are subject to
assessment to provide funds to carry out the purpose of this
part; and

(c) the association is authorized to assist the
commissioner, in the prescribed manner, in the detection and
prevention of insurer impairments.

(4) This part shall apply to direct life insurance
policies, health insurance policies, annuity contracts, and
contracts supplemental to life and health insurance policies
and annuity contracts issued by persons authorized to
transact insurance in this state at any time,

(5) This part shall provide coverage for covered

olicies:
(a) to persons who are owners of or certificate

holders under such covered policies, and who:

{i1) are residents? or -

(ii) are not residents, but only under all of the
following conditions:

{A) the insurers that issued the polices are domiciled
in this state;

{B) the insurers have not held a license or
certificate of authority in the state in which the persons
reside;

{C) the states have associations similar to the
association created under this part; and

(D) the persons are not eligible for coverage by those
associations;and

{b) to persons who, regardless of where they reside,
except for nonresident certificate holders under group
policies or contracts, are the beneficiaries, assignees, or
payees of the persons covered under subsection (5) (a).

€5¥ (6} This part shall not apply to:

(a) any such policies or contracts or any part of such
poelicies or contracts under which the risk is borne by the
policyholder;

(b) any such peliey or contract or part thereof
assumed by the impaired insurer under a ccntract of
reinsurance, other than reinsurance for which assumption
certificates have been issued.

€&+ {7) This part shall be liberally construed to
effect the purpose under subsections (2) and (3) which shall
constitute an aid and guide to interpretation,

¢#+{(8) ©Nothing in this part shall be construed to
reduce the liability for unpaid assessments of the insureds
of an impaired insurer operating under a plan with

{CONTINUED)

)
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-~ MARCH 26, e 19.87.
assessment liability."*
Renumber: subsequent sections
3. Page 1, lines 22 and 23.
Strike: "held by a resident of this state"
4, Page 1, line 24.
Following: 4y
© Strike: “and®
Insert: “,"
Following: "(5)"
Insert: ®, and (6)"
5. Page 2, line 10,
Strike: "({5)"
Insert: " (§6)"
6. Page 3, line 13,
Strike: “and such"
Insert: "but"
7. Page 1, line 15.
Fellowing: "seswviees"
Insert: "may not otherwise be compensated by the association
for their services. However, any designated representatives .
of members of the hoard”
B, Page 3, line 16.
Strike: "an insurer"
Insert: "the member insurers that designated them"
%, Page 3, line 17,
Strike: "as board members"
Insert: "on the board of directors"”
10. Page 3, line 18,
Strike: “membership"
Insert: ‘"members cf the associaticn”
11. Page 7, lines 1! through 18,

Strike:

Insert: "({6){a}

subsection (6) in its entirety
If proceeding under 33-10-220, the

assoclation may, with respect to life and health insurance

policies:

(CONTINUED)
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(1) assure payment of benefits for premiums identical
to the premiums and benefits, except for terms of conversion
and renewability, that would have been payable under the
policies of the insolvent insurer, for claims incurred:

(3d) with respect to group policies, not later than the
earlier of the next renewal date under the policy or
contract or 45 days, but in no event less than 30 days,
after the date on which the association becomes obligated
with respect to the policies;

(B) with respect to individual policies, not later
than the earlier of the next renewal datc, if any, under the
policies or ! year, but in no event less than 30 days, from
the date on which the association becomes ocobhligated with
respect to the policies;

{ii) make diligent efforts to provide all known
insureds, or group policyholders with respect to group
policies, 30 days notice of the termination of the benefits
provided; and

(iii) make available substitute coverage on an
individual basis in accordance with subsection (&} {b) to
each known insured, or owner if other than the insured, of
an individual policy, and to any individual formerly insured
under a group policy who is not eligible for replacement
group coverage, if the insured had a right under law or the
terminated policy to convert coverage to individual coverage
or to continue an individual policy in force until a
specified age or for a specified time, during which the
insurer had no right unilaterally to make changes in any
provision of the policy or had a right only to make changes
in premium by class.

{b) (i) In providing the substitute coverage required
under subsection (6) (a) {1ii), the association may offer to
reissue the terminated coverage or issue an alternative
policy.

(ii) Reissued or alternative policies must be offered
without requiring evidence of insurability and may not
provide for any waiting period or exclusion that wculd not
have applied under the terminated policy.

(iii}) The association may reinsure any reissued or
alternative policy.

[c) {i) Alternative policies adopted by the association
are subject te the approval of the commissioner. The
association may adopt policies of variocus types for future
reissuance without regard to any particular impairment or
insolvency.

{CONTINUED)
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{ii} Alternative pclicies musit contain at least the
minimum statutory provisions required in this state and
provide Lenefits that are not unreasonable in relaticn to
the premium charged. The association shall set the premium
in accordance with a table of rates that it shall adopt.
The premium must reflect the ampunt of insurance to he
provided and the age and class of risk of each insured, but
may not reflect any changes in the health of the insured
after the original policy was last underwritten,

{iii} Alternative policies issued by the association
shall pravide coverage of a type similar to that of the
policy issued by the impaired or insolvent insurer, as
determined by the association.

(d) If the association elects to reissue terminated
coverage at a premium different from that charged under the
terminated policy, the premium must be set by:

(i) the assoclation in accordance with the amount of
insurance provided and the age and class of risk, subject to
approval of the commissioner; or

{ii} a court of competent jurisdiction.

{e} The association's obligation with respect to
coverage under any policy of the impaired or insolvent
insurer or under any reissued or alternative policy ceases
on the date the coverage or policy is replaced by another
similar policy by the peolicyholder, insured, or
association."”

Page 13, line 15,
Strike: ®"7"
Insert: "8"

hmendments, HB 806
7085e/C: JEANNE\WP: 3

AND AS_AMENDED,

BE CONCURRED IN

i

(e i)

SENATOR ALLEN C. KOLSTAU, CHAIRMAN



