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INTRODUCED BY PAVLOVICH 
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IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & LABOR. 

CO~~ITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

Ei'-JGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 98; NOES, 0. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

ON MOTION, CONSIDERATION PASSED 
UNTIL THE 59TH LEGISLATIVE DAY. 

ON MOTION, TAKEN FROM SECOND READING 
AND REREFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 



HARCH 30, 1987 

APRIL 8, 1987 

APRIL 9, 1987 

ON HOTION, RULES SUSPENDED AND BILL 
PLACED ON THIRD READING THIS DAY. 

THIRD READING, CONCURRED IN. 
AYES, 50; NOES, 0. 

RETURNED TO HOUSE WITH AHENDHENTS. 

IN THE HOUSE 

RECEIVED FROH SENATE. 

SECOND READING, AHENDHENTS 
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THIRD READING, AHENDHENTS 
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~BILLNO •• 

INTRODUCED B ~ 

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR 

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, 33-10-220, 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 e±~h~-r ~ of the three accounts 

created under 33-10-203. 

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

insurance guaranty association created under 33-10-203. 

( 3) "Contractual obligation" means any obligation 

under covered policies. 

( 4) "Covered pol icy" means any policy or contract held 

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

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

(5) "Impaired insurer" means: 

~n• '""'"''"•• counco 
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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 

l, 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 re1nsurers. As used 'n 
33-10-227, ''premit1ms'' 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 delermined and to whom 

contractual obligations are owed.'' 

Section 2. Section 33-l0-204, MCA, is amended to read: 

"33-10-204. Board of 

-2-
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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 board may be reimbursed from the 

assets of the association for expenses incurred by them as 

members of the board of directors, bt:tt and such members of 

the board ~hett--~ot--oth~rNi~e--be--eompensate~--by--the 

~ssoeietio~--£or--the~r--~e~•~ees who are not full-time 

employees of an insurer may receive reasonable compensation 

for their services as board members upon annual approva!_~ 

the membership." 

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

''33-10-219. Impaired 1nsurer --association's powers 

prior to liquidation. tlt If e-domese~e 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 
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by the impaired insurer and the commissioner: 

teti!l guarantee or reinsure or cause to be 

guaranteed, assumed, or reinsured all the covered policies 

of the impaired insurer; 

tl>till provide such moneys, pledges, notes, 

guarantees, or other means as are proper to effectuate 

~ttb~eet~on--tat this section and assure payment of the 

contractual obligations of the impaired lnsurer pending 

action under subsecti~n tet ill: and 

teti}l loan mc--&ley to the impaired insurer. 

t~t--±E--a--fore±gn--or--a~i~n--±n~~re~--is-an-im~aired 

in~ttre~T--the--a~s~e±at±~n--moy7--prior--te--~n---o~der---of 

l±qttidation7 -rehobi±itotien7 -er-~upe~~i~%on 7 --with-~e~pee~-~o 

the--eove~ed--pol~eies--ot--residents--ond--~~bjeet--t~--any 

eonditions-~mposed-by-the-a~~oeiotion-other-than-those-whi~h 

impai~-tne-eontraett:toi-obligation~-of-th~--impaired--in~ure~ 

end--approved--by-the-impaired-insttrer-and-the-eommissiener7 

tat--~t:tarantee-or-rein~ttre-or-eause-to--be--gttaranteed7 

essttmed7---or---reinsured--the--impaired--iM~ttrer~s--eovered 

poiieies-of-residents; 

tbt--prov~de-~tteh-moneys7-p+edgesy--notesi--gttarantees 7 

or--other--mean~--as-ore-proper-to-effeetttate-~ubseetion-tat 

a"d-es~ttre-payment-ef--~~e--~mpaired- ln~tt~~~~~--eontraettlat 

obii9ation~--to--re~ident~--pend~n9--oetr~n und~r-~ttb~~etion 

t"t7 
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tet--loan-mot~.ey-t-o-~he-impaired-:i:ftsttrer-. 11 

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

11 33-10-220. Impaired insurer -- association's powers 

during liquidation. (1} If a--domestie 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, assume, or reinsure or cause to be 

guaranteed, assumed, 

the impaired insurer; 

or reinsured the covered policies of 

(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. 

tit--~£-a-Eo~ei9n--o~--a%~e~--i~~Hrer--i~--a~--~mpei~ed 

instt~e~--Hnder--an--order-ot-liqttida~ion,-rekebiiitationr-or 

~ttpervision7 -tke-as~oeiation-~hell 7 -~ttbjeet-to-tne--app~oval 

o£-~he-eommissioner~ 

tat--gtteren~ee,--assttme,--or--rein~ttre--or--eattee-~o-be 

gttare~teed,-a~sttmed,-or-reinsttred-~he--eovered--polieie~--o£ 

residents; 

tht--assttre--payment--o£-tke-eontrae~ual-obiigation~-o£ 

the-impaired-±nsurer-to-re~±eents,-and 

tet--provide-sttek-money~7-pledge~,--notes,--gttarantees 1 
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or-otner-means-a~-are-reasonab%y-neee~~ary-to-dischar9e-sueh 

d~tieso 

t3t~ 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, 

insurer. 

foreign, or alien impaired 

t4tlll In carrying out its duties under ~ttb~eetions 

subsection {l) and-t~t, the association may request that 

there be imposed policy liens, contract liens, moratoriums 

on payments, 

moratoriums, 

commissioner: 

or 

or 

other similar 

similar medns 

means: and such 1 iens, 

may be imposed if the 

(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 economic or financial conditions as 

they affect IM!mber insurers are sutticiently adverse to 

render the imposit.ion of policy or contract liens, 

moratoriums, or similar means to be in the public 

and 

interesti 

{b) approves the specific pol1~y liE>ns, contract 

liens, moratoriums, or similar means to be used. 

t5tlil Defore being obligdteJ under· ~t1b~eet:i:ert~ 

subsection ( 1) a~d--t:lt, tt1e assoc1at1on may reque~t that 
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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. 

t6t12l The association shall have no liability under 

33-10-219 or this section for any covered policy of a 

foreign or alien insurer whose domiciliary 

state of entry provides by statute or 

jurisdiction 

regulation 

or 

for 

residents of this state protection substantially similar to 

that provided by this part for residents of other states. 

(6) The ass?ciation, subject to the_approval of the 

commiss~oner, may provide substitute coverage on a~ 

individual basis to insureds or may offer to reissue the 

terminated 

Alternative 

coverage_ _2_£ 

or reissued 

issue an 

policl_e~_ 

alternative policy. 

must be offered without 

requiring evidence of insurability and m~ ~ot provide for 

any waiting period o!. exclusion that would not h~Y~._a.pplied 

under the ~rminated policy." 

Section 5. Section 33-10-224, MCA~ is amended to read: 

"33-10-224. Extent of liability. Tha 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 obligations of the 

impaired insurer would have been in the absence of an 

impairment unless such obligations are reduced as permitted 
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by 33-10-220t~t11l• but the association shall have 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 6. 

"33-10-227. 

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

Assessments abatement- basis for 

ratesetting. 

necessary to 

(l) For 

carry 

the 

out 

purpose 

the powers 

of providing the funds 

and duties of the 

association, the board of directors shall assess the member 

insurers, separatelJ for each account, at such times and for 

such amounts as the board finds necessary. The board ~hall 

collect the assessments after 30 days' written notice to the 

member insurers before payment is due. 

(2) There 

as follows: 

shall be thr~e two classes of assessments, 

(a) Class A assessments shall be mdde 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 ann duties 

association under 33-l0-219f%t and 33-10-220(1) with 

to an impaired domestic insurer. 

of the 

regard 

tet--els~~--€--8~~e~~ment~--~hall be-mad~-~o-t~e-extent 

neeess8ry--te--earry--e~t--the--paw~~~--~nd--d~~±~~--of--tMe 

8AAoeiftt~on--~nder-33-±6-~%9t2t-Bnd-33-~a-~~et~t-with-regard 
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to-aft-impaired-£e~et~ft-or-a%ieft-ifte~rer• 

(3) (a) The amount of any Class A assessment for each 

account shall be determined by the board. The amount of any 

Class B e~-e 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) efa~~--A--a~a--elass-e 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. 

tet--eia~~-8-assessmeftt~-f~r-eaeh-aeeett~t-shaii-be-made 

s~parately--rer--eaeh--state--ift-whieh-the-impaired-domest±e 

±nsttrer-was-attthorized-to-transaet-±ns~ranee-at-any-time--±n 

the--p~o~or~±on--that--~he--premi~ms-reeei~ed-on-bttsiness-in 

s~en-~tate-by-the-impaired-±nsttrer-on--poi±eies--eovered--by 

~tteh--aeeo~nt--bear--to--sneh--premittms-reee±ved-±n-aii-s~en 

states-by-the--impaired--±nsttrero--~he--assessments--aga±nst 

member-±ns~re~s-~haii-be-in-the-proportion-that-the-premittms 

reee±ved--on--b~s±ness--±n--eaeh-stten-state-by-eaeh-assessed 

member-insttrer-en-poi±eies-eovered-by-eaeh-aeeottnt--bear--to 

soeh--prem±ttms--reeeived--an--b~siness--±n-eaeh-~tate-by-aii 

assessed-member-±nstlrerso 
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tdti£1 Assessments for funds to meet the requirements 

of the association 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 

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) 

insurer 

In the event an assessment against a member 

is abaled or deferred, in whole 8r in part, because 

of the limitations set forth in subsectio11 (4), the amount 

by which such assessment is abaled or deferred shall be 

assessed against the other member insurers in a manner 

consistent with the basis for dSsessments set forth in this 

section. If the maximum asses~ment, together with the other 

assets of the association 111 Pither account, due~; not. 

provide in any one year in eill1er accourtt an amount 

-10-



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1772/01 

sufficient to carry out the responsibilities of the 

association, the necessary additional 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 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. 
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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 writeofts of certificates of 

contribution. {l) Unless a longer period has been allowed by 

the commissioner, a member insurer shall at its option have 

the right to show a r~rtificate of contribution for ~ Class 

B assessm~~_!_l~ as an asset in the form dpproved by the 

commissioner pursuant to 33-10-227(8), at percentages of the 

original face amount approved by the commissioner, for 

calendar years ds follows: 

(a) 100% for calendar year of issuance; 

(b) 60% for the first calendar year after year of 

issuance; 

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

issuance: 

(d) 40% for third calendar year dfter year oE 

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 (l] above against 

its premium tax liability to this state accrued with respect 

-12-
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1 to business transacted in such year. 

2 (3) Any sums acquired by refund, pursuant to 

3 33-10-227(6), from the association which have therefore been 

4 written off by contributing insurers and offset against 

5 premium taxes as provided in subsection (2) above and are 

6 not then needed for purposes for this part shall be paid by 

7 the association to the commissioner and by him deposited 

8 with the state treasurer for credit to the general fund of 

9 this state.'' 

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

11 existing authority of the commissioner of insurance to make 

12 rules on the subject of the provisions of this act is 

13 extended to the provisions of this act. 

14 NEW SECTION. Section 9. Applicability. Sections 1 

15 through 7 apply to all occurrences that result from legal 

16 actions instituted after the effective date of this act. 

17 NEW SECTION. Section 10. Effective date. This act is 

18 effective on passage and approval. 

-End-

-13-
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APPROVED BY COMM. ON 
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~BILL NO.~ 
INTRODUCED B ~ . 

BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR 

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, 33-10-220, 33-10-224, 33-10-227, AND 

33-10-230, MCA; AND PROVIDING AN APPLICABI!"ITY 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 eH::her ~ of the three accounts 

created under 33-10-203. 

( 2) ''Association~' means the Montana life ar1d health 

insurance guaranty association created under 33-10-203. 

( 3) "Contractual obligation" means any obligation 

under covered policies. 

(4) "Covered policy 11 means any policy or contract held 

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

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

(S) 11 Impaired insurer" means: 

~n• '"•'""••• c~~" 
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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 unable or potentially unable to fulfill its 

contractual obligations. 

( 6) "M.ember 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) '
1 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, "premiumsu 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 

-2-
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l approval -- compensation. (l) The board of directors of the 

2 association shall consist of five members serving terms as 

3 established in the plan of operation. The members of the 

4 board shall be selected by member insurers subject to the 

5 approval of the commissioner. Vacancies on the board shall 

6 be filled for the remaining period of the term in the manner 

7 described in the plan of operation. I~ approving selections 

8 or in appointing members to the bcdrd, the commissioner 

9 shall consider, among other things, whether all member 

10 inSurers are fairly represented. 

ll ( 2) Members of the board may be reimbursed from the 

12 assets of the association for expenSf'S incurred by them as 

13 members of the board of directors, bt~:t an~ _ __2_1:1_~h members of 

14 the board ~h~±l--not--oeherw±s~--be--e~mpensat~d--by--th~ 

15 e~~oe±a-t:ion---~or>--thei ro--~er'"'':iee~ whr;. ar~~!_~}} - _ _!._ime 

16 employees of an i[]~~r _ _!!l~_ec;ei v~.!:easOr:!__?ble compensat iqf!_ 

17 for thei~_~rvices~oard members l!E~.Q.~_I;.!_l~Pf'_r-oval by 

18 the members~." 

19 Section 3. Section 33-10-219, MCA, is amended to read: 

20 11 33-10-219. Impaired insurer association's powers 

2l prior- to liquidation. fit If a-dom~~t±e an insurer is an 

22 impaired insurer, the association may, prior to an order of 

23 liquidation or rehabilitation and subject to any conditions 

24 impo~ed by the association other than those which impair the 

25 contractual obligations of the impaired insurer and approved 
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by the impaired insurer and the commissioner: 

tetill guarantee or reinsure or cause to be 

guaranteed, assumed, or reinsured all the covered policies 

of the impaired insurer; 

tl>till provide such moneys, pledges, notes, 

guarantees, or other means as are proper to effectudte 

~~b~ectio~--tat this section and assure payment of the 

contractual obligations of the impaired insurer pending 

action under subsection tat ill: and 

fet{ll loan money to the impaired insurer. 

t~t--tf--~--r-~ei9n--or--ei~en--±n~tlrer--±3-en-impaire~ 

insHr~rT--the--a~.oeiat±on--m~y 7 --prior--to--an---~r~er---o~ 

liqttida-t-i-cnT--rc·habi l:itation-,-or""-sttpervi~iont -with- re~p~e t-to 

the--eovered- pol±e±e~--of--reeident3--and--~tlbjeet--to--any 

eondit±on~-lmpo~ed-by-the-e~~oeiation-other-than-tho~e-wh:ich 

impair-~he-eentraetttei-obli9ction~-of-the--±mpaired--~n~arer 

a nO. --approved --by-the- impe ired- i n~arer ·-B:I"'.d- the- eorruni- ~s ion e r-: 

tat--9uarantee-or-re:in~ttre-or-eaa~e-to--he--gnaranteedy 

a~sttm~d 7---or---reinettred--the--impaired--±nstlrer~~--eovered 

polieie~-o£-reeident~7 

tbt--pt"O"i'ide~ .Stteh.-moftey~ ,- -pl:edge~,--not e~--,-- -gtt~ rant ee~ -, 

or--other--mea~s--a~~ftr~-proper-to~~ff~et~ote-3tl:bs~eti~n-t~t 

c"d-a~s~re-paymeftt-o£--the--impatred--in~~reri~--eontT~ettlB! 

obiiqation~--to--restdeftt3--pending--aet±an-tlnder-~ttb~ee~±~M 

tet7 
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tet--loan-money-to-the-impaired-instt~ero" 

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

"33-10-220. Impaired insurer -- association•s powers 

during liquidation. (l) If a--domeetie ~ insurer is an 

under an order impaired insurer 

rehabilitation, the association 

approval of the commissioner: 

of 

shall, 

liquidation 

subject to 

or 

the 

(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. 

tit--Y£-a-fore~gn--or--~%±en--~n~~rer--i~--art--~mpa~red 

±n~~~e~--~nde~--an--order-o£-liqttidat±on,-rehabiiitationr-or 

~ttpervi~ion 7 -~he-a~soeiat±on-~ha}%,-~~bjeet-to-tke--appro~al 

of-the-comm±~~ione~~ 

tat--q~arantee7--a~~ttme,--or--rein~ttre--or--eattse-to-be 

g~aranteed,-a~~ttmed,-or-re±nsttred-the--eovered--pol±eies--of 

re~idents~ 

fbt--assttre--payment--o£-the-eontractttal-obl±gotion~-o£ 

the-impoired-insttrer-to-residents;~and 

tct--provide-stteh-moneys,-pledqesr--notes,--g~Brantees, 
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or-other-means-as-are-reasonably-neeessary-to-d±seharge-saeh 

daties• 

t3t1ll If the association fails to act within a 

reasonable period of time, the commissioner shall have the 

powers 

respect 

insurer. 

and 

to 

duties of the association under this part with 

such domestic, foreign, or alien impaired 

t4tlll In carrying out its duties under s~bseetions 

subsection (l) and-t~t, the association may request that 

there be imposed policy liens, contract liens, moratoriums 

on payments, or other similar means; and such liens, 

moratoriums, 

commissioner: 

or similar means may be imposed if the 

(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 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 liens, contracl 

liens, moratoriums, or similar means to be used. 

t5till Before being obligated under ~nb~eetci-on~ 

subsection (l) and--t2t, the association may reque~t that 
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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, 

f6t{21 The association shall have no liability 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. 

1§1 The association, subject to the approval of the 

commission~r, may provide substitute coverage on an 

individual basis to insureds or may offer to reissue the 

terminated coverdge or issue an alternative policy_._ 

Alternative or reissued P?licies must be offered without 

requiring evidence of insurability and may_ not provide for 

~waiting period or exclusion that would not have applied 

under the terminat,ed policy .•• 

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

11 33-10-224. 

obligations of 

Extent 

the 

of liability. 

impaired insurer 

The contractual 

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 obligations are reduced as permitted 
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by 33-10-220t4tl!l, but the association shall have 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. 11 

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 joard finds necessary. The board shall 

collect the assessr,ents after 30 days' written notice to the 

member insurers before payment is due. 

(2) There shall be ~hree ~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 

association under 33-10-219tlt and 33-10-220(1) with 

to an impaired domestic insurer. 

of the 

regard 

tet--el~~s--e--~~~e~smen~~--sha!l-be-made-~o-~he-exten~ 

neee~~ary--t6--earry--o~t--the--pawer~--anrl--d~ti~~--0f--the 

assoeiation--tlnder-33-i9-?±9t%t-and-33-%9-lZ6t~t-with-re9ard 
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ee-aft-im~ai~ed-£oreiqft-or-ai±eft-ifts~rer. 

(3) (a) The amount of any Class A assessment for each 

account shall be determined by the board. The amount of any 

Class 8 o~-e 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) €!aee--A--and--e±e~e-e 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. 

tet--eia~~-8-a~~e~~me~~~-for-eaeh-aeeonnt-~holf-be-mftde 

~eparo~eYy--~or--eoeh--stete--in-whieh-~~e-im~aired-domestie 

ift~ttrer-we~-anthorize~-to-tran~aet-insnranee-dt-any-~ime--in 

~he--~roportion--that--the--prem±ttm~-reeei~ed-on-bttsiness-in 

s~eh-state-by-the-±mpaired-insnrer-on--po%ieies--eovered--Oy 

sneh--aee~tlnt--Oear--to--stteh--premiums-reeeived-in-aii-sneh 

states-by-the--impa±red--insnrero--The--as~essments--a~a±nst 

member-instlrers-sha±i-be-in-the-proportion-that-the-preminms 

reee±~ed--on--bttsi~ess--in--eaeh-s~ch-~tate-by-eae~-as~essed 

member-±nstlrer-on-po±ieies-eovered-by-eeeh-aeeount--beor--to 

sueh--premiums--reeei~ed--on-·-busine~s--i~-eaeh-state-by-~li 

assessed-member-insnrerso 
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tdtl£1 Assessments for funds to meet the requirements 

of the association 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 

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 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 other 

assets of the association in either dCCOUJlt, 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 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 1nsurer 

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 di-vidends 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 t-.his part a certificate of contribution, 

in a form prescribed by the commissioner, for the amount so 

paid. All outstanding certificates shall be of eqLJal 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-l0-230, 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 ~~ld~ 

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 a·.10unt approved by the commissioner, 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% fo~ 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 unde~ subsection (1) above against 

its premium tax liability to this state accrued with respect 

-12-
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l to business transacted in such year. 

2 (3) Any sums acquired by refund, pursuant to 

3 33-10-227(6), from the association which have therefore been 

4 written off by contributing insurers and offset against 

5 premium taxes as provided in subsection (2) above and are 

6 not then needed for purposes for this part shall be paid by 

7 the association to the commissioner and by him deposited 

8 with the state treasurer for credit to the general fund of 

9 this state." 

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

11 existing authority of the commissioner of insurance to make 

12 rules on the subject of the provisions of this act is 

13 extended to the provisions of this act. 

14 NEW SECTION. Section 9. Applicability. Sections 

15 through 7 apply to all occurrences that result from legal 

16 actions instituted after the effective date of this act. 

17 NEW SECTION. Section 10. Effective date. This act is 

18 effective on passage and approval. 

-End-
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BY REQUEST OF THE HOUSE COMMITTEE ON BUSINESS AND LABOR 

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, 33-10-220, 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 ~of the three accounts 

created under 33-10-203. 

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

insurance guaranty association created under 33-10-203. 

( 3) "Contractual obligation" means any obligation 

under covered policies. 

(4) "Covered policy" means any policy or contract hel~ 

by a resident of th~s sta~~ within the scope of this part 

under subsections 14) and (5) of 33-10-201. 

(5) "Impaired insurer" means: 

~n• •••'"•"•• '""""' 
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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 unable or potentially unable to fulfill its 

contractual obliqations. 

(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-l0-201. 

{7) "Person• means any individual, corporation, 

p~rtnership, association, or voluntary organization. 

(8) "Premiums" means direct qross 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: 

11 ]3-10-204. Board of 

-2-
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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 board may be reimbursed from the 

assets of the association for expenses incurred by them as 

members of the board of directors, b~~ and such members of 

the board sftall--fto~--o~fterwise--be--eompensated--by--the 

asseeiation--£or--tfteir--ser¥iees 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. Section 33-10-219, MCA, is amended to read: 

"33-10-219.. Impaired insurer association•s powers 

prior to liquidation. tit If a-demest~e 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 
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by the impaired insurer and the commissioner: 

tatlll guarantee or reinsure or cause 

guaranteed, assumed, or reinsured all the covered 

of the impaired insurer; 

tbtill provide such moneys, pled<jes, 

to be 

policies 

notes, 

guarantees, or other means as are proper to effectuate 

sabsec~ion--tat this section and assure payment of the 

contractual obligations of the impaired insurer pending 

action under subsection tat 1!1; and 

tetlll loan money to the impaired insurer. 

t2t--ff--a--£oreign--or--atten--~ns~~er--is-an-im~atreft 

ins~~er,--the--assoeiaeien--may,--prior--~e--aft---order---o£ 

liqa~da~ioft7-rehabilieation7-er-sttpervision,-with-respee~-eo 

the--covered--po~ieies--ef--residents--and--sub;eet--to--any 

eonditions-imposed-by-tfte-assoeiatien-other-tftan-those-whieft 

impair-the-eentrae~aal-obiigatiens-or-the--impaired--insurer 

an~--approved--by-tfte-impaired-insarer-an~-the-eommissioner• 

tat--gHarantee-or-reinsure-or-eaHse-to--be--guaranteed, 

assamed,---or---reinsttred--the--impaired--insttrerLs--eovered 

polieiee-o~-residents; 

tbt--provide-stteh-aoneys,-piedges7--notesT--gttarantees7 

or--otfter--means--as-are-preper-eo-effeetaate-suhseetion-tat 

and-assttre-payment-oE--the--impaired--insurerLs--eontraetuai 

ohli~ations--te--residents--pendiftg--eetion-dnder-e~hseetioft 

tat; 
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tet--lean-aoney-ee-tfte-im~aire~-ins~~er~·· 

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

HJJ-10-220. Impaired insurer -- association's powers 

during liquidation. {1) If a--domee~ie ~ insurer is an 

impaired insurer under an order 

rehabilitation, the association 

approval of the commissioner: 

of 

shall, 

liquidation 

subject to 

or 

the 

(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 1.~cessary to discharge such 

duties. 

tit--ff-a-fore±gn--or--aiien--in3~rer--is--an--±mpa±red 

ins~re~--~nd~r--an---otder-e£-~±~~ida~ion,-rehabilitation7-or 

s~pe~Yi~ion;-~h~-assoeiation-shaiT,-~~bjee~-ee-the--approva% 

of-~he-eommiss~ener~ 

tat--g~eraneee,--ass~me,--or--reinsure--or--cause-to-be 

~ttaranteed,-assumedr-or-reinsured-the--eovered--poi±eie~--o£ 

residents; 

tbt--ass~re--payment--o£-the-eontr~ettta!-obti~ations-o£ 

the-impaired-±n~ti~er-to-res±dents:-and 

tet--provide-sueh-moneyer-pied9es,--notes,~-guarantees, 
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er-oeher-means-as-a~e-reasonah~y-neeessary-~o-diseftar~e-~~eft 

d~ttesT 

t3ti!l If the association fails to act within a 

reasonable period of time, the commissioner shall have the 

powers 

respect 

insurer. 

and 

to 

duties of the association under this part with 

such domestic, foreign, or alien impaired 

t4t!ll In carrying out its duties under Sdhsee~ion~ 

subsection (1) Bnd-tit, the association may request that 

there be imposed policy liens, contract liens, moratoriums 

on payments, or other similar means; and such liens, 

moratoriums, 

commissioner: 

or similar means may be imposed if the 

(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 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 liens, contract 

liens, moratoriums, or similar means to be used. 

obligated under .'!lttb.'!leetion::s t5t1il Before being 

subsection (1) cnd--t~t, the association may request that 
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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 commissionera 

t6t~ The association shall have no liability 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 

terminated coverage or issue~n__ alt;_er!!~tive _12o:l_icy. 

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, ~CA, is amended to read: 

"33-10-224. 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 obligations of the 

impaired insurer would have been in the absence of an 

impairment unless such obligations are reduced as permitted 
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by 33-10-220t4till· but the association shall have no 

liability wlth 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 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' 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 8 assessments shall be made to the extent 

necessary to carry out the powers and duties of the 

association under 33-10-219ttt and 33-10-220(1) with regard 

to an impaired domestic insurer. 

tet--eiass--e--ass~ssm~ftts--shal~-he-mae~-te-the-extent 

necessary--te--ea~~y--o~t--the--pewers--and--duties--or--tfte 

assoe~a~fon--~nder-33-t&-~t9t~t-and-33-i&-~~&t~t-wi~h-regard 
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~e-aft-impaired-fo~eigft-er-alien-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-e 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) eiass--A--eft8--elass-e Class~ 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. 

tct--e%a~~-B-a~~e~sment~-£er-~aeh-aeeoHftt-shell-b~-made 

separately--ror--eaeh--s~aee--in-wh±eh-the-impeired-domestie 

insHrer-was-aHthorized-to-traftsaet-ins~ranee-at-any-time--in 

th~--proport±on--that--the--premittms-reee±ved-on-bHsiness-in 

sHeh-state-by-the-±mpa±red-ins~rer-on--polieies--eovered--by 

SHeh--aecottrtt--bear--to--sHeh--prem±~ms-reeeived-in-a%%-stteh 

states-by-the--±mpa±red--±n~ttrer.--the--assessments--a9ainst 

member-±n~ttrers-shall-be-±n-the-proportion-that-the-premittms 

reeeived--on--btts±ness--±n---eaeh-sHeh-state-by-eaeh-assessed 

member-±ns~rer-on-poi±e±es-eovered-by-eaeh-aeeottnt--beer--to 

stteh--preminms--reeeived--on--btts±ness--±n-eaeh-~tate-by-e~r 

assessed-me~ber-±nsttrer~• 
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tdti£1 Assessments for funds to meet the requirements 

of the association 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 

recognizing that exact 

possible. 

reasonable degree 

determinations may 

of accuracy, 

not always be 

(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 Qfi the 

policies 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 other 

assets of the association in either account, does not 

provide in any one year in either account an amount 
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sufficient to carry out the responsibilities of the 

be association, the necessary additional funds shall 

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 ~hat 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. 
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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 pe~iod 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) 80\ for the first calendar year 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 

preaium 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 

8 with the state treasurer for credit to the general fund of 

9 this state." 

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

11 existing authority of the commissioner of insurance to make 

12 rules on the subject of the provisions of this act is 

13 

l4 

extended to the provisions of this act. 

NEW SECTION. Section 9. Applicability. Sections 1 

15 through 7 apply to all occurrences that result from legal 

16 actions instituted after the effective date of this act. 

17 NEW SECTION. Section 10. Effective date. This act is 

18 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 

LAWS 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 THE 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 in the 

performance of contractual obligations due to the impairment 

of the insurer issuing such policies or contracts. 

(3) To provide this protection: 

~"' '"•'""••• cou~• 
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(a) an association of insurers is created 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 

parti 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 p~rt shall provide coverage for covered 

E2..!_icies: 

~_Q_ perso~!S who are owners of or certificate 

holders under such cgx~!-~..9 _ _p_~!__!_cies, -~!1_4_ who: 

~_re residents; or 

(ii) are no~ residents, but only under ~11 of the 

following conditions: 

(A) the insur~E~_"!!tat __ issued 

domiciled ~n this state; 

j_~~ 1nsurers have not 

the polici~-~ are 

held a license or 

certificate of ~uthority in the state in which _the persons 

-2- HB 806 
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reside; 

l_CL_t:_he states have associations similar to the 

association created under this part; and 

lQ) the persons ace not eligible for c~verage by those 

associations; and 

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

except for nonresident certificate holders under group 

e9licies or contractsr are the beneficiaries, assignees, or 

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

t5t~l This part shall not apply to: 

(a) any such policies or contracts or any part of such 

policies or contracts under which the risk is 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. 

f6ti11 This part shall be liberally construed to 

effect the purpose under subsections (2} and (3) which shall 

constitute an aid and guide to interpretation. 

f1tf!l Nothing in this part shall be construed to 

reduce the liability for unpaid assessments of the insureds 

of an impaired insurer operating under a 

assessment liability.'' 

plan with 

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

-3- HB 806 
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"33-10-202. Definitions. As used in this part, the 

following definitions apply: 

(1) ''Account" means ei:tner ~of the three accounts 

created under 33-10-203. 

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

insurance guaranty association created under 33-10-203. 

( 3) "Contractual obligation" mean:; any 

under covered policies. 

obligation 

(4) "Covered policy" means any policy or contract he:l:d 

ey--a--re~~~e~t--of-thi~-~taee within the scope of this part 

under subsections (4) and-t5t THROUGH (6) of 33-10-201. 

(5) "Impaired insurer'' means: 

(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 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 t5t 1§1 of 33-10-201. 

(7) "Person" means any individual, corporation, 

partnership, association, or voluntary organization. 

(8) "Premiums" means direct gross insurance premiums 

-4- HB 806 
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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) '
1Resident" means any person who 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. ~odrd 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 

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 comrniss ioner 

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 thPm as 

member:::; of the board of directors, bttt t~~nd-stteh DUT member~ 
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of the board eht~~il--ftot--othe~wise--be--eompefts8ted--by--the 

associat±oft---ror---their--~erviee~ MAY NOT OTHERWISE BE 

COMPENSATED BY THE ASSOCIATION FOR THEIR SERVICES. HOWEVER, 

ANY DESIGNATED REPRESENTATIVES OF MEMBERS OF THE BOARD who 

are not full-~ime employees of eft--~fte~rer THE MEMBER 

INSURERS THAT DESIGNATED THEM ~ receive reasonable 

compensation for their services e~--board--members ON THE 

BOARD OF DIR~~TORS upon annual approval by the meMber~h±p 

MEMBERS OF THE ASSOCIATION." 

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

"33-10-219. Impaired insurer -- association's powers 

prior to liquidation. tlt If a-dome~tie ~ insurer is an 

impaired insurer, the association may, prior to an order of 

liquidation or rehabilitation and subje~t to any conditions 

imposed by the association other than those which impair the 

contractual obligations o( the impaired insurer and approved 

by the impaired insurer and the commissioner: 

tatl!l guarantee or reinsure or cause to be 

guaranteed, assumed, or reinsured all the covered policies 

of the impaired insurer; 

tbt121_ provide such moneys, pledges, notes, 

guarantees, or other means as are proper to effectuate 

~~b~eet~on-tat this section and assure payment of the 

contractual obligalions of Lhe impaired inst1rer pending 

action under subsection tat l!l; and 
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tetlll loan money to the impaired insurer. 

tit--1£-a-eoreign--~r--ai~en--in~~r~r--is--an--impaired 

±nstlrer,---the---a~~oeiation--may 7 --pr±or--to--an--erder--o£ 

r±q~±detion,-reh~bilitat±en,-or-stlpervi~Ton,-with-r~~p~et-to 

the--eovered--poiie±e~--o£--res±dents--and--~~b;eet--to--any 

eonditions-±mposed-by-the-assoe±ation-other-than-tho~e-wh±eh 

im~a±r--the--eontraetual-obr±9at±ons-o£-the-impa±red-instlrer 

and-approved-by-the-±mpaired-ins~rer-and--the--eomm±ssioner• 

fat--g~arantee--or--reinstlre-or-eattse-to-be-guaranteed, 

ase~med,--or--re±ns~red--the--±mpaired---±nstlrer~s---covered 

polie±es-o£-resid~nt~• 

fbt--pro•±de--~~eh--moneys,-pl~d9e~,-note~ 7 -gtlarantee~, 

or-oth~r-me8n~-a~-ore-prop~r-to--effectttate--~~b~~et±on--tat 

snd--a~e~re--p8yment--of--the-imp8i~ed-in~tlrer~~-eont~aettl8i 

obi±g8tione-to-re3id~nte--pending--8etion--Hnder--sHbeeetion 

tet7 

tet--i:o8n-money-to-the-im.pe:ired-in~ttrer-;-" 

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

"33-10~220. Impaired insurer association's powers 

during liquidation. 11) If a--domeetie an insurer is an 

impaired insurer under an order of liquidation or 

rehabilitation, the association shall, subject to 

approval of the commissioner: 

the 

(a) guarantee, assume, 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 obligationg of 

the impaired insurer; and 

{c) provide such moneys, pledges, notes, guarantees, 

or othe~ means as are ~easonably necessary to discharge such 

duties. 

t~t--ff--a--foreign--or--al!en--~~~~r~~--i~-an-tmpaired 

~ftetlrer-onder-an-o~de~-o£--i:±q~±dat±on,--rehabili~ation,--or 

s~per¥i~ion,--th~-assoeia~±on-~hari7-e~bjee~-~o-the-approval 

o£-the-eomm±~~ioner7 

tat--goarantee,-a~~om.e,-o~--reins~re--or--eause--to--be 

gMaran~eed7 --e:~~tlmed,--or--re±ne~red-the-eovered-pol±eiee-of 

residents7 

tbt--assore-payment-o~-the-eont~aetttal--obi:igatione--of 

the-impe:ired-in~tl~er-to-res±dente,-and 

tet--pro¥ide--soeh--moneys,-pled9ee 7 -note~,-gttarantees, 

or-other-mean~-as-are-reasonably-neeessary-to-d±5char9e-~ueh 

dutie~. 

t3t.i~J 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. 

f4till In carrying out its duties under s~bsections 

su~_~ect ion ( 1) flll"'d--tit, the associ at ion may request that 

-8- Hll 806 
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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 

conunissioner: 

(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 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 liens, contract 

liens, moratoriums, or similar means to be used. 

tSt J.!l Before being obligated under ~Hb~ee~ions 

su~secti~ (l} an~-t%t, 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. 

t6t~ The association shall have no liability under 

33-10-219 or this section for any covered policy of a 

foreign or alien insurer who~e domiciliary jurisdiction or 

state of entry provides by statute or regulation for 

residents of this state protection substantially s1milar to 
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that provided by this part for residents of other states. 

t6t--~n~-as~oeiation,-ettb;~et-to-t~~--app~oval--oE--the 

commi~~±o~~ry---mar---provide--~~ttb~titttte--eoverage--e~--a~ 

i~dividttai-ba~i~-to-i~sttred~-or-may--o~~er--to--reis~tte--the 

terminated---eoverage---er---i~stte--an--aiternative--poiiey0 

Aiternat±ve-or-reis~tted-poiieies--mtt~t--ee--orEered--w±tho~t 

regtliring--evidenee--of-insurab±lity-and-may-not-provide-Eor 

eny-waiting-peri~d-or-exel~8ion-tnat-w~uid-not-have--appiied 

tt nde r- the-term!~~~ -=~:-J2~-.!!.~l'2. 

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

MAY,~fTH RESPECT TO LIFE AND HEALTH INSURANCE POLICIES: 

(I) ASSURE PAYMENT OF BENEFITS FOR PREMIUMS IDENTICAL 

TO THE PREMIUMS AND BENEFITS, EXCEPT FOR TERMS OF CONVERSION 

AND RENEWABILITY!'__ __ ~!!~'!'_ __ _!!_9U~Q_ t!!\Vf_; BE~_ PAYABLE UNDER THE 

POLICIES OF THE INSOLVENT INSURER FOR CLAIMS INCURRED: 

ll'l_. WITH RESPECT TO GROUP POLICI>:S, NO'f LATER TH~THE 

EARLIER OF THE NEXT RENEWAL DATE UNDER THE POLICY OR 

CONTRACT OR 45 DAYS, BUT IN NO EVENT _LESS THAN 30 [lAYS, 

AFTER THE DATE ON WHICH THE ASSOCIATION BECOMES OBLIGATED 
--~---

WITH RESPECT TO THE POLICIES; 

lEU WITH RESPECT T~ INDIVIDUAL POLICIES, NOT LATER 

!HAN THE E~RLIER OF THE NEXT RENEVlAL DATE, IF ~NY, UNDER THE 

POLICIES OR 1 YEAR, BUT IN NO E.V~']' LES~. THAN 30 DAYS, FROM 

'T'HE DAT~__Q_!!_~H____!__f_H_~~SOCIATIO~_ BECOMES OBLIG!\TED WITH 

~?e~B.9_'-r __ TQ __ THE _£9_L ~{: I_~_~j_ 

-10- HB 806 
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(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 

i!!!l 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 AN¥ INDIVIDUAL FORMERLY INSURED 

UNDER A GROUP POLICY WHO IS NOT ELIGIBLE FOR REPLACEMENT 

GROUP COVERAGE, IF THE INSURED HAD A RIGHT UNDER LAW OR TH~ 

TERMINATED POLICY TO CONVERT COVERAGE TO INDIVIDUAL COVERAGE 

OR TO CONTINUE AN INDIVIDUAL POLICY IN FORCE UNTIL A 

SPECIFIED AGE OR FOR A _Jlf>ECIFIED TIME DURING WHICH THE 

INSURER HAR_ .!!0 RIGHT· UNILATERALLY TQ MAKE CHANGES IN ANY 

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

IN PREMIUM BY CLASS. 

~ill IN PROVIDING THE SUBSTIT~TE 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. 

~THE ASSOCIATION MAY REINSURE ANY REISSUED OR 
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ALTERNATIVE POLICY. 

(C) (I) ALTERNATIVE POLICIES ADOPTED BY THE 

~SS~C)ATION ARE SUBJECT TO THE APPROVAL OF THE COMMISSIONER. 

THE ASSOCIATION MAY ADOPT POLICIES OF VARIOUS TYPES FOR 

FUTURE RE!SSUANCE WITHOUT REGARD TO ANY PARTICULAR 

IMPAIRMENT OR INSOLVENCY. 

(II) ALTERNATIVE POLICIES MUST CONTAIN AT LEAST THE 

MINIMUM STATUTORY PROVISIONS REQUIRED IN THIS STATE AND 

PROVIDE BENEFITS THAT ARE NOT UNREASONABLE IN RELATION TO 

THE PREMIUM CHARGED. THE ASSOCIATION SHALL SET THE PREMIUM 

IN ACCORDANCE WITH ~~ABLE OF RATES THAT IT SHALL ADOPT. THE 

PREMIUM MUST REFLECT THE AMOUNT OF INSURANCE TO BE 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. 

illll_ALTERNATIVE POLICIES ISSUED BY THE ASSOCIATION 

SHALL PROVIDE COVERAGE OF A TY~~ SIMILAR TO THAT OF THE 

POLICY ISSUED BY THE IMPAIRED OR INSOLV_ENT __ 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 POLIC¥,_THE PREMIUM MUST BE SET BY: 

(I) THE ASSOCIATION IN ACCORDANCE WITH TH~_ AMOUN~ 

INSURANCE PROVIDED AND THE AGE AND CLASS OF RISK, ?UBJECT _'f{) 

APPROVAL OF THE COMMISSIONER; OR 
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(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 POLICYHOLDER, INSURED, OR 

ASSOCIATION." 

Section 6. 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 

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 obligations are reduced as permitted 

by 33-l0-220t+t..t]_l, but the association shall have 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.'1 

Section 7. 

"33-10-227. 

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

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, ~eparately 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 

necessary to carry out the powers and duties of the 

association under 33-10-219tlt and 33-10-220(1) with regard 

to an impaired domestie insurer. 

tet--e±a~~--e---~~~e~~ment~--5hai!-be-made-to-the-extent 

necessary--to--earry--o~t--the--powe~s--~nd--dtttie~--of--the 

ae~ociation--ttnde~-33-l9-~l9tit-~ne-~~-±e-iiet~t-vith-regard 

to-an-im~airee-Eo~eign-or-alien-inetl~e~. 

( 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-e 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) e±ass--A--and--€la~s-e Class B assessments against 

member insurers for each account shall be in the proportion 

that the premiums received on bus1ness in this state by each 

assessed member insurer on policies covered by each account 
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bear to such premiums ~eceived on business in this state by 

all assessed member insurers. 

tct--elass-B-e~~~ssments-for-eaeh-aeeo~ftt-she~l-be-mede 

separaeely--~or--each--state--~n-wh±eh-the-±mpeired-domestie 

ins~rer-was-a~t~or±~ed-to-transaet-±~s~ranee-at-ony-time--±n 

the--proport±on--that--the--premi~ms-reeeived-on-bHs±ness-±n 

stteh-state-by-the-±mpa±red-insHrer-on--pol±e±es--eovered--by 

stteh--aeeotlnt--bear--to--stteh--prem±~ms-reeeived-in-all-sHeh 

states-by-the--±mpaired--±nsarer.--~he--assessments--aga±nst 

member-±nsHrers-shall-be-±n-the-pro~ort±on-that-the-prem±Hms 

reee±ved--on--bHsiness--±n--eaeh-s~ch-~~ate-by-eaeh-a~~e~~ed 

MeMber-in~ttrer-on-poli~ie~-eo•ered-by-eaeM-aceount--bear--to 

~~eh--prem~ttm~--reee~ved--on--bu~tne~~--tn-eaen-~ta~e-by-all 

a~sessed-member-insurer~7 

tdt1~ Assessments for funds to meet the requirements 

of the association 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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fulfill its contractual 

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 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 ag~inst 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 

sufficient to carry out the responsibilities of the 

association, the necessary additional 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 
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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 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 1 for the amount so 

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 financial statement as an asset in such form and for 

such amount, if any, and period of time as the commissioner 

may approve." 

Section 8. Section 33-10-230, MCA 1 is amended to read: 

"33-10-230. Tax writeoffs of certificate5 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 

R ass~~nt ~ as an as~et in the form approved by the 

commissioner pursuant to 33-10-227(8), at percentages of Lhe 
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original face amount approved by the commissioner
1 

for 

calendar years as follows: 

(a) 100% for calendar year of issuance; 

(b) 80% for the first calendar year after year of 

issuance: 

(C) 60% for second calendar year after year of 

issuance; 

(d) 40% for third calendar year after 

issuance; 

year of 

(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 

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 

~ritten 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 associalion to the commissioner and by him deposited 

with the state treasurer for credit to the general fund of 

this state." 

!:!~W-~SEC'rl_Q_~ Section 9. Ext~;nsion of authority. Any 

existing authority of the comrn1ssioner uf insurance to make 
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1 rules on the subject of the provisions of this act is 

2 extended to the provisions of this act. 

3 NEW SECTION. Section 10. Applicability. Sections 1 

4 through T ~ apply to all occurrences that result from legal 

5 actions instituted after the effective date of this act. 

6 NEW SECTION. section 11. Effective date. This act is 

7 effective on passage and approval. 

-End-
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STANDING COMMITTEE REPORT 

SENATE 
March 10 87 ························································ 19 ......... . 

MR. PRESIDENT 

We, your committee on ..................... ..l?.W?JN.:t;!;9.~ ... ~~P .. JNPP.sr;~;X ......................................................... .. 

having had under consideration ................ ~OP.SE ... l'!J.LJ,. .............................................................. No .. ~.0. R ...... .. 

_ _......T_..,h....,i"'"r-'"'d'------ reading copy ( blue 
color 

REVISING MONTANA LIFE AND HEALTH GUARANTY ACT 

PAVLOVICH (Meyer) 

Respectfully report as follows: That .......... HQWiE ... l'!.:J:.L;I;. .............................................................. No ... $.0 ~ ....... . 

be amended as follows: 

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

AND AS AJ'4ENDED I 

BE CONCURRED IN 

ALLEN C. KOLSTAD, 
Chairman. 



STANDING COMMITTEE REPORT 

SENATE 
.. MB~lL~6 '· ....... 19 ... 6.7 .. 

MR. PRESIDENT 

We. yo1.1r committee on.. . ... BUSINESS .. AND ... IND.U.STRY .. 

hav1ng had under consideration .. .llOUSE. .. Bl.LL .. No ...... 80.6 .. . 

THIRQ reading ~OP')I ( ____llLllE_ 
color 

Pii:VLOVICH ( MEYER ) 

REVISING MONTANA LIFE AND HEALTH GUARANTY ACT 

HOUSE BILL 806 
Aespecllully repo!l dS follows: . No 

be amended as follows: 

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

2. Page 1 1 following line 12. 
Insert: 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 in the 
performance of contractual obligations due to the impairment 
of the insurer issuing such policies or contracts. 

(3) To provide this protection: 
(a) an association of insurers is created to enable 

the guaranty of payment of benefits and of continuation of 
coverages; 

(CONTINUED) 

;kr-
SENATOR ALLEN C. KOLSTAD, Cndlrrlldll 
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(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 
policies: 

(a) to persons who are owners of or certificate 
holders under such covered policies, and who: 

(i) are-residentSY or 
(ii) are not residents, but only under all of the 

following conditions: 
{AJ 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 

the persons eligible for coverage by those 
associations; and 

- (b) to persons who, regardless of where they reside, 
except for nonresident certificate holders under group 
olicies or contracts, are the beneficiar1es, assi nees, or 

payees of the persons covered under subsection 5) (a). 
fs+(6) This part shall not apply to: 
(a)--any such policies or contracts or any part of such 

policies or contr~cts under which the risk is borne by the 
policj•holder; 

(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. 

f6+(7) This part shall be liberally construed to 
effect t~purpose under subsections (2) and (3) which shall 
constitute an aid and guide to interpretation. 

fTt(B) Nothing in this part shall be construed to 
reduce t~liability for unpaid assessments of the insureds 
of an impaired insurer operating under a plan with 

(CO"TINUED) 

!kt:. ... 
SENATOR ALLEN C. KOLSTAD, 

CHAIRMAN 

t"' 
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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. 

5. 

6. 

Following: "(4}" 
Strike: "and" 
Insert: 11

," 

Following: " ( 5 J" 
Insert: •, and (6)" 

Page 2. line 10. 
Strike: II (5) II 

Insert: "(f6)" 

Page 3, line 13. 
Strike: "and such" 
Insert: "but" 

7. Page 3, line 15. 
Fo !lowing : "&~!"Y.i-ee~" 

Insert: "may not otherwise be compensated by the association 
for their services. However, any designated representatives 
of members of the board" 

B. Page 3, line 16. 

9. 

10. 

Strike: "an insurer" 
L::..;ert: "the member insurers that designated them" 

Page 3, 
Strike: 

line 17. 

Insert: 

Page 3, 
Strike: 
Insert: 

"as board members" 
"on the board of directors" 

line 18. 
11 membershi p" 
"members of the association" 

11. Page 7, lines 11 through 18. 
Strike: subsection (6) in its entirety 
Insert: "(6) (a} If proceeding under 33-10-220, the 
association may, with respect to life and health insurance 
policies: 

(CONTINUED) 
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(i) assure pa~~ent 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: 

(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 less than 30 days, 
after the date on ""hich the association becomes obligated 
with respect to the policies; 

(B) with respect to individual policies, not later 
than the earlier of the next renewal date, if any, under the 
policies or 1 year, but in no event less than 30 days, from 
the date on which the association becomes obligated 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 (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 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) (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. 

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

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

(CONTINUED) 
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(ii) Alternative policies must contain at least the 
minimum statutory provisions required in this state and 
provide Lenefits 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 of insu~ance to be 
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 undenv.r·itten. 

(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 policy, the premium must be set by: 

(i) the association in accordance with the amount of 
insurance provided and the age and class of ri5k, 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 anothe~ 
similar policy by the policyholder, insured, or 
association." 

12. Page 13, line 15. 
Strike: n7" 
Insert: "8" 

Amendments, HB 806 
7085e/C,JEANNE\IvP, jj 

AND AS AI-1ENOED, 

BE CONCURRED IN 

CL_ (' J<J 
SENATOR l\.LLEr-J C. KOLSTAC, CBAI R.\1AU 


