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BILL NO. o< 4 F

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING LAWS TO
aley

REGULAT& MONTANA CAPTIVE INSURERS; AND AMENDING SECTIONS

17-7-502 AND 33-2-708, MCA."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION., Section 1. sShort title. [Sections 1
through 1%] may be cited as the "Montana Captive Insurers
Act". .

NEW SECTION. Section 2. Definitions. As used 1in
[sections 1 through 19], the following definitions apply:

(1) "Affiliated company” means a company which, by
virtue of common ownership, control, operation, or
management, is the same corporate system as a parent
company, an industrial insured, or a member organization.

(2} "Association" means a legal association cf
individuals, corporations, partnerships, or associations
that has been in continuous existence for at least 1 year
and whose members collectively:

{a) own, control, or hold with power to vote all of
the outstanding voting securities of an association captive
insurer that is incorporated as a stock insurer; or

(b) have complete wvoting control over an association
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captive insurer that is incorporated as a mutual insurer.

({3} “"Association captive insurer" means a company that
insures risks of the member organizations of the association
and their affiliated companies.

{4) "Captive insurer" means a pure captive insurer,
association captive insurer, or industrial insured captive
insurer formed or authorized under [sections 1 through 19}.

(5) "Excess workers' compensaticn insurance™ means, in
the case of an employer that has insured or self-insured its
workers' compensation risks in accordance with appiicable
state law, insurance in excess of a specified per-incident
or aggregate limit.

{6) "Industrial insured” means an insured:

{a) who procures the insurance of a risk by using the
services of a full-time employee acting as an insurance
manager or buyer;

{b) whose aggregate annual premiums for insurance on
all risks total at least $25,000; and

{c) who has at least 25 full-time employees.

(7) "Industrial Jinsured captive insurer” means a
company that insures risks of the industrial insureds that
comprise the industrial insured qgroup and the qroup's
affiliated companies.

{8) "Industrial insured group® means either:

{a) a group of industrial insureds that collectively:

—2- INTRODUCED BILL
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(i) own, control, or hold with power to vote all of
the outstanding voting securities of an industrial insured
captive insurer that is incorporated as a stock insurer; or

(ii) have complete voting control over an industrial
insured captive insurer that is incorporated as a mutual
insurer; or

(b} a group that is created under the Product
Liability Risk Retention Act of 1981 (15 U.S5.C. 3301}, as
amended, as a corporation or other limited 1liability
association taxable as a stock insurer or a mutual insurer
under Montana law.

(9) "Member organization" means an individual,
corporation, partnership, or asscciation that beleongs to an
association.

(10) "Parent" means a corporation, partnership, or
individual that directly or indirectly owns., controls, or
holds with power to vote more than 50% of the ocutstanding
voting securities of a pure captive insurer.

(11) "Pure captive insurer™ means a company that
insures risks of its parent and affiliated companies.

NEW SECTION. Section 3. Certificate of authority --
procedure. (1) A captive insurer, when permitted by its
articles of incorporation or charter, may apply to the
commissioner for a certificate of authority to transact the
kinds of

insurance defined in 33-1-206(1)(a),
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33-1-206(1)(b}, 33-1-206(1)(d) through 33-1-206(1){(n).
33-1-209%, 33-1-210, and 33-1-211 except that:

{a) a pure captive insurer may nct insure a risk other
than that of its parent and affiliated companies;

(b} an association captive insurer may not insure a
risk other than that of the member organizations of its
association and their affiliated companies;

(¢) an industrial insured captive insurer may not
insure a risk other than that of the industrial insureds
that comprise the industrial insured group and the group's
affiliated companies;

{d) a captive insurer may not provide personal motor

vehicle or homeowner’s insurance coverage or any component

thereof;
(e) a captive insurer may not accept or cede
reinsurance except as provided in {[section 12}; and

{(f) a captive 1insurer may provide excess workers'
compensation insurance tc its parent and affiliated
companies unless prohibited by the laws of the state having
jurisdiction over the transaction.

{2) A captive insurer may not transact any insurance
business in this state unless:

{a) it first obtains Erom the commissiconer a
certificate of authority authorizing it to transact

insurance business in this state;
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{b}) its board of directors holds at least one meeting
each year in this state;

(c) it maintains its principal place of business in
this state; and

(d) it appoints a resident registered agent to accept
service of process and to otherwise act on its behalf in
this state. If the registered agent cannot with reasonable
diligence be found at the registered office of the captive
insurer, the secretary of state is the agent of the captive
insurer upon whom any process, notice, or demand may be
served.

{3) Before receiving a certificate of authority, each
applicant captive insurer shall file with the commissicner:

(a} a certified copy eof its charter and bylaws, a
statement under oath of its president and secretary showing
its financial condition, and any other statements or
documents required by the commissjoner; and

{b) evidence of the following:

(1) the amount and liquidity of its assets relative to
the risks to be assumed;

{ii) the adegquacy of the expertise, experience, and
character of each person who will manage it;

(iii} the overall soundness of its plan of operation;

(iv) the adegqguacy of the lcss prevention programs of

its parent, member organizations, or industrial insureds, as
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applicable; and

(v) other factors considered relevant by the
commissioner in ascertaining whether the proposed captive
insurer will be able to meet its policy obligations.

{4) Each captive insurer shall pay to the commissioner
a nanrefundable fee as provided in 33-2-708 for the
examination and investigation and the processing of its
application for a certificate ot authority. In addition, it
shall pay a fee as provided in 33-2-708 for annual
continuation of a certificate of authority. The commissioner
may retain legal, financial, and examination services from
ocutside the department, the reasonable cost of which may be
charged to the applicant.

{5) IE the commissioner is satisfied that the
documents and statements filed by the captive insurer comply
with [sections 1 through 131, he may grant a certificate of
authority authorizing it to transact insurance business in
this state. A certificate of authority issued under
{sections 1 through 19} continues in force until suspended,
revoked, or otherwise terminated. The certificate of
authority must be continued by the captive insurer each year
by payment before March 1 of the renewal fee required in
33-2-708.

NEW SECTION. Section 4. Name of captive insurer. A

captive insurer may not adopt a name that i1s the same as,
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deceptively similar to, or likely to be confused with or
mistaken for any other existing business name registered in
the state of Montana.

NEW SECTION. Section 5. HMinimum capital -- letter of
credit. (1) The commissioner may not issue a certificate of
authority to a pure captive insurer, an association captive
insurer that 1is incorporated as a stock insurer, eor an
industrial insured captive insurer that is incorporated as a
stock insurer unless it possesses and maintains unimpaired
paid-in capital of:

{(a) in the case of a pure captive insurer, not less
than $100,000;

(b) in the case of an association captive insurer that
is incorporated as a stock insurer, not less than $400,000;
or

(c} in the case of an industrial insured captive
insurer that is incorporated as a stock insurer, not less
than $200,000.

(2) The capital required in subsection (1) may be in
the form of cash or an irrevocable letter of credit issued
by a bank chartered by the state of Montana or a member bank
of the Federal reserve system approved by the commissioner.

NEW SECTION. Section 6. Minimum surplus —- letter of
credit. (1) The commissioner may not issue a certificate of

authority to a captive insurer unless it possesses and
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maintains free surplus of:

{a) in the case of a pure captive insurer, not less
than $150,000;

(b} in the case of an association captive insurer that
is incorporated as a stock insurer, not less than $350,000;

{¢) in the case of an industrial insured captive
insurer that is incorporated as a stock insurer, not less
that $300,000;

(d) in the case of an association captive insurer that
is incorporated as a mutual insurer, not less than $750,000;
or

{e) in the case of an 1industrial insured captive
insurer that is incorporated as a mutual insurer, not less
than $500,000.

(2) The surplus required in subsection {l1) may be in
the form of cash or an irrevocable letter of credit issued
by a bank chartered by the state of Montana or a member bank
of the federal reserve system approved by the commissioner.

NEW SECTION. Section 7. Pormation of a captive
insurer in this state. (1) A pure captive insurer must be
incorporated in this state as a stock insurer as defined in
33-3-102.

{2) An association captive insurer or an industrial
insured captive insurer may be incorporated in this state:

(a) as a stock insurer as defined in 33-3-102; or
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(b) as a matual insurer as defined in 33-3-102.

(3) A captive insurer may not have less than three
incorporators, of whom not less than two must be residents
of this state.

(4) Before the articles of incorporation are
transmitted to the secretary of state, the incorporators
shall petition the commissioner to issue a certificate
setting forth his finding that the establishment and
maintenance of the proposed corperation will promote the
general good of the state. To determine whether the
corporation will promote the general good of the state, the
commissioner shall consider:

(a) the character, reputation, financial standing, and

purposes of the incorporators;

{b} the character, reputation, financial
responsibility, insurance experience, and business
qualifications of the officers and directors; and

{c} othet aspects the commissioner conasiders

advisable.

{(5) The incorporators shall transmit to the secretary
of state the articles of incorporation and the certificate
described 1in subsection (4). The secretary of state shall
record the articles of incorporaticn and the certificate,

{(6) The capital stock of a captive insurer

incorporated as a stock insurer must be issued at not less
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than par wvalue.

(7) A least one of the members of the board of
directors of a captive insurer incorporated in this state
must be a resident of this state.

(B) A captive insurer formed under [sections 1 through
19) has the privileges of and is subject to Title 35 and the
applicable provisions of [sections 1 through 19}. If a
provision of Title 35 conflicts with a provision of
fsections 1 through 19), [sections 1 through 19] control.

NEW SECTION. Section 8. Annual statement. Prior to
March 1 of each year, each captive insurer transacting
insurance business in this state shall submit to the
commissioner a statement of its £financial condition,
verified by oath of two of 1its executive officers. Each
association captive insurer shall file its statement in the
form reguired by 33-2-701. The commissioner shall by rule
propose the form in which a pure captive insurer and an
industrial insured captive insurer submit a statement of
financial condition.

HEW SECTION. Section 9. Examinations -— costs. (1)
Except as provided in subsection (2), the commissioner
shall, not less than once every 3 years and whenever he
considers it advisable, visit each authorized captive
insurer and thoroughly inspect and examine its affairs,

transactions, accounts, records, and assets to ascertain its
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financial condition, its ability to fulfill its obligations,
and its compliance with [sections 1 through 19]}.

(2) If the captive insurer is subject tao a
comprehensive annual audit by independent auditors approved
by the commissioner, the commissioner may, in his discretion
and upon application by a captive insurer, increase the
3-year period described in subsection (1) to 5 years.

{3) The examined captive insurer shall pay the costs
of the examination. The commissicner shall pay to the
credit of the general fund all money received by him for an
examination or investigation conducted under this section,

NEW SECTION. $Section 10. Grounds and procedures for
suspension or revocation of certificate of authority. {1}
The commissioner may suspend or revoke the certificate of
authority of a captive insurer to transact insurance in this
state for any of the following reasons:

{a) insolvency or impairment of capital or surplus;

{b) failure to meet the requirements of [section 5 or

(¢} refusal or failure to submit an annual statement,
as required by [section 8], or any other report required by
law or by order of the commissioner;

(d) failure to comply with the provisions of [sections
1 through 19] or its own articles of incorporation, charter,

or bylaws;
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{e} failure to submit to examination, as required by
[section 9], or any related legal obligation;

(£} refusal or failure to pay the costs of examination
as required by [section 9j;

(g) uge of methods that, although not otherwise
specifically prohibited by law, nevertheless render its
operation detrimental to or its condition unsound with
respect to the public or its policyholders; or

{h) Ffailure to comply with any other laws of this
state.

{2y If, upon examination, hearing, or other evidence,
the commissioner Einds that a captive insurer has committed
any of the acts specified in subsection (1), he may,
notwithstanding any other provision of [this code], suspend
or revoke the certificate of authority if he finds it in the
best interest of the public and the policyholders of the
captive insurer.

NEW SECTION. Section 11. Legal investments. (1) An
association captive insurer shall comply with the investment
requirements contained in Title 33, chapter 2, part 8.

{2) A pure captive insurer or industrial insured
captive insurer is not subject to any restrictions on
allowable investments, including those limitations contained
in Title 33, chapter 2, part 8, except that the commissioner

may prohibit ¢r limit any investment that threatens the
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solvency or liquidity of such an insurer.

NEW SECTION. Section 12. Rreinsurance. (1) A captive
insurer may provide reinsurance on risks ceded by any other
insgurer.

(2) A captive insurer may take credit for reserves on
rigsks or portions cf risks ceded to reinsurers that have
complied with 33-2-1205. A captive insurer must receive the
prior approval of the commissioner bhefore it may cede risks
to or take credit for reserves on risks or portions of risks
ceded to reinsurers that have not complied with 33-2-1205.

(3) 1In addition to credit for reinsurance allowed
under 13-2-1205, a captive insurer may take credit for
reserves on risks or portions of risks ceded to a pool,
exchange, or association acting as a reinsurer that has been
authorized by the commissioner. The commissioner may require
any documents, financial information, or other evidence that
the pool, exchange, or asscciaticn will be able to provide
adequate security Eor its financial cbligations. The
commissioner may deny authorization or impose any
limitations on the activities of a reinsurance poocl,
exchange, or association that, in his Jjudgment, are
necessary and proper to provide adeguate security for the
ceding captive insurer and for the protection and benefit of

the public.

NEW SECTION. Section 13. Rating organizations  ——
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membership. A captive insurer may not be required to join a
rating organization.

NEW SECTION. Section 14. Exemption from compulsory
association. A captive insurer may not joln or contribute
financially to a plan, poel, association, or guaranty or
insolvency fund in this state. A captive insurer, its
insured, its parent or any affiliated company, or any member
organizaction of 1its association may not receive a benefit
from any plan, pool, association, or guaranty or insolvency
fund for claims arising cut of the cperations of the captive
insurer.

NEW SECTION. Section 15. Tax on premiums collected.
{1) Subject to subsection (3), each authorized or formerly
authorized captive insurer shall pay to the commissioner, on
or before March 1 each year, a tax computed at the rate of
8/10 of 1% on the first $15 million and &/10 of 1% on each
additional dollar on the direct premiums collected or
contracted for on pelicies or contracts of insurance
covering property or risks in this state and on risks and
property situated elsewhere upon which no premium tax is
otherwise paid by the company during the preceding calendar
year, after deducting Erom the direct premiums subject to
the tax the amocunts paid to policyholders as return premiums
or premium deposits returned or credited to policyholders.

(2) Subject to subsection (3), each authorized and

-14-
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formerly authorized captive insurer shall pay to the
commissicner, on or before March 1 each year, a tax computed
at the rate of 3/10 of 1% on the first $15 million of
assumed reinsurance premium and at the rate of 2/10 of 1% of
each additional dollar. Hewever, no reinsurance tax applies
to premiums for risks or portions of risks that are subject
to taxation on a direct basis pursuant to subsection (1). A
reinsurance premium tax is not payable on the receipt of
assets in exchange for the assumpticn of loss reserves and
cther liabilities of another insurer under common ownership
and control 1f:

ta) the transaction 1is part of a plan to discontinue
the operations of the other insurer; and

{b) the intent of the parties to the transaction is to
renew or maintain the business with the captive insurer.

(3) If the aggregate taxes that a captive insurer is
required to pay under subsections {1) and (2) is less than
55,000 a year, the captive insurer shall pay a tax of §5,000
for that year.

[4) Two or more captive insurers under commaon
ownership and control must be taxed as though they were a
single captive insurer.

() For the purposes of subsection (4), "common
ownership and control" means:

{a) inm the case of a stock corporation, the direct or
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indirect ownership of 80% or more of the outstanding voting
stock of two or more corporaticns by the same shareholder or
shareholders; and

{(b) in the case of a mutual corporation, the direct or
indirect ownership of 80% or more of the surplus ancd the
voting power of two Or more corporations by the same menmber
Or MERbErs.

{6) The taxes provided for in this section constitute
all taxes collectible under the laws of this state from a
captive insurer, and no occupation tax or other taxes may be
levied or «collected from a captive insurer by the state Or
by a county, city, or municipality within this stare, #xcept
ad valorem taxes on real and personal property used 1n  the
production of income.

(7) (a) Except as provided in subsection (7){b}, the
commissioner shall promptly deposit the amcunts received
pursuant to this section to the credit of the general fund
cf this state.

(b) The commissioner shall annually deposit 7.35% of
the premium tax revenues collected pursuant to this seccion
in the captive insurer regulatory and supervision trust
account pursuant to [section 18]. The money deposited wnder
this subsection is statutorily appropriated, as provided in
17-7-502, to the commissioner for purposes of regulating

captive insurers under [sections 1 through 19].
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NEW SECTION. Section 16. Rules. The commissioner may
adopt rules relating t¢o captive insurers as are necessary Lo
enable him to carry out the provisions of [sections 1
through 19]}.

NEW SECTION. Section 17. other provisions applicable.
{1} Except as provided in subsecticn (2), no provisions of
[this code] apply to a captive insurer.

{2) The follewing chapters and sections of [this codel
apply tc captive insurers to the extent applicable and not
in conflict with [sections 1 through 19]: chapter 1l:; chapter
2, part B; 33-2-701; 33-2-708; 33-2-1205; and [sections 1
through 1973.

NEW SECTION. Section 18. cCaptive insurer regulatory
and supervision trust account. (1) There is created 1in the
state treasury an account within the state special revenue
fund designated the "captive insurer regulatory and

supervision trust account" for the purpose of providing the

financial means for the commissioner of insurance to
administer {sections 1 through 19]. Amounts collected
pursuant to {section 15(7}(b}] must be <credited to this
fund.

{2} All payments from the captive insurer regulatory
and supervision trust account for the maintenance of staff

and associated expenses, including contractual services as

necessary, must be disbursed from the state treasury only
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upon warrants issued by the commissioner after receipt of
proper documentation regarding services rendered and
expenses incurred.

(3) At the end of each fiscal year. that portion of
the balance in the captive insurer regulatory and
supervision trust account that exceeds 5100,000 must be
transferred to the general Eund.

(4) The commissioner may anticipate receipts to the
captive insurer regulatary and supervision trust account and
issue warrants based on anticipated receipts.

NEW SECTION. Section 19. Penalties. A captive insurer
that wviclates or causes or induces a violation of [sections
1 through 18! or a rule implementing a provision of
[sections 1 threough 18] is subject to a penalty as provided
in 33-1-317.

Section 20. sSection 331-2-708, MCA, ls amended to read:

"33-2-708. Fees and licenses. (1) The commissioner
shall collect in advance and the persons so served shall so
pay to the commissioner the following fees and licenses:

ta) certificates of authority:

(i) for filing applications for original <certificates
of authority, articles of incorporation {except original
articles of incorporation of domestic insurers as provided
in subsection (b} below) and other charter documents,

bylaws, financial statement, examination report, power of
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attorney to the commissioner, and all other documents and
filings required in connection with such application and for
issuance of an original certificate of authority, if issued:
(A} domestic INSUrers ...vseerevrnernasesaasa $ 300,00
(B} fOreign iNSUTELS +uervisnorsrsnsnasaasanns 300.00

(C) captive insurers....... eis-vesaarserese.e..300.00

(ii) annual continuation cof certificate of authority ..

....... Ceteareer e e a et aansasaaanaaanse-s 300,00

{iii) reinstatement of certificate of authority .......
................... St e e naraeaaaaars e e 25.00

fiv) amendment cf certificate of authority .... 50.00

(b) articles of incorporation:

(L) filing original articles of incorporation of
domestic insurer, exclusive of fees required to be paid by
the corporation to the secretary of state ........ ‘. 20.00

(ii) filing amendment of articles of incorporation,
domestic and foreign insurers, exclusive of fees required to
be paid to the secretary of state by a domestic corporation
t e s e ey e r e r e et e 25.040

(c) filing bylaws or amendment theretc where required
C e Y veaa e . 10.00

(d) filing annual statement of insurer, other than as
part of application for original certificate of authority ..
..... e 25.00

{e) resident agent's license:

-19-
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{i) application Ffor original license, including
issuance of license, if issued (life and/or disability)
L T T 15.00

{(ii) application for original license, inciuding

issuance of license, if issued (other than 1life and/or

disability) ........c......n e eeeeeea e e 15.00
(iil) appeintment of agent, each insurer ...... 1¢.00
(iv) annual renewal, each insurer ............. 10.00
(v) temporary license .....uivivenerecvenennnns 10.00

{vi) amendment of license ({excluding additions thereto)
or reissuance of master 1icense ......iiiviiininnnaan.. 10.00

{(f) nonresident agent's license:

(i) application for original license, incliuding
issuance of license, if issued (life and/or disability)
....... L 100.00

(ii) application for original license, including
issuance of license, if issued {other than life and/ar
disability) ...civnnennnnn Ch et e, 100,00

{iii) appointment of agent, each insurer ...... 10.00

{1v) annual renewal, 2aACh LOSUIEr ...sveennenen. 10.00

{v) amendment of license {excluding additicns thereto)

or reissuance of master license .................... 10.00

{(g) solicitor's license:
(i) application for original license, including

issuance of license, if issued .............. PP 15.00

~-20-
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{ii) annual renewal of license ......ceouvu.e . 15.00

(iii) appointment of solicitor ...... Ch e 10.00
(h) examination for license as agent or solicitor,

each examinakion ....ciiieivnresiversesnnnas [ . 15.00

(i) surplus lines agent license:
(i) application for original license and for issuance

of license, iFf issued ....ivvueireiincenenceneeenanns 50.00

(ii) annual renewal of license .....c.ccuu.. .o 50.00
{J) adjuster's license:
(i) application for original license and for issuance

of license, 1f issued .....vvveviveronmannnn [ 15.00

{ii) annual renewal of liCBNSE ...iveeevreronnnn 15.00
(k) insurance vending machine license, each machine,

BACH Y@AL ettt ittt ittt et b e e 10.00
(1) commissioner's certificate under seal (except when

on certificates of authority or licenses) ......... 10.00
(m) copies of documents on file in the commissioner's

OEfiCe, PEL PaAGE . tuetinii ittt eeinarrennnnnnss .50

(n) policy forms:

{i) filing each policy form ...... e 25.00
(ii) filing each application, rider, endorsement,

amendment, insert page, schedule of rates, and clarification

Of Fi8KS L oiiinttrnnnnnsonennnnnn

[ I T 10.00
(iii) maximum charge if policy and all forms submitted

at one time or resubmitted for approval within 180 days ....

-21-
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P E I I I I I 100.00
(2) The commissioner shall promptly deposit with the
state treasurer to the credit ¢f the general fund of this
state all f£fines and pepalties, those amounts received
pursuant +to  33-2-311, 33-2-705, and 33-2-706, and any fees
and examination and miscellaneous charges received pursuant
to Title 33, chapter 11, part 1, that are collected by him
pursuant to Title 33 and the rules adopted thereunder.

(3) All fees are considered fuliy earned when
received. In the event of gverpayment, only those amounts in
excess of $10 will be refunded.

{4) Aall fees and examination and miscellanecus
charges, except fines or penalties or those amounts received
pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by
the commissioner pursuant to Title 331 and the rules adopted
thereunder must be deposited 1in the insurance regulatory
trust account pursuant to 17-2-121 through 17-2-123."

Section 21. section 17-7-502, MCaA, is amended to read:

"17-7-502. Statutory appropriations -- definition —--
requisites for validity. (1) A statutory appropriation is an
appropriation made by permanent law that authorizes spending
by a state agency without the need for a biennial
legislative appropriation or budget amendment.

(2) Except as provided in subsection (4}, to  be

effective, a statutory appropriation must comply with both
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of the following provisions:

tfa] The law containing the statutory auvthority must be
listed in subsection (3).

(b) The law or paortion of the law making a statutory
appropriation must specifically state that a statutory
appropriation is made as provided in this section.

(3) The following laws are the only laws containing
statutory appropriations: 2-9-202; 2-17-105; 2-18-812;
10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304;
15-25-123; 15-31-702; 15-36-112; 15-65=-121; 15-70-101;
16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424;
17-5-804; 19-8~-504; 19-9-702; 19-5-1007; 18-10-205;
19-10-305; 19-10-506; 19-11~512; 19-11-513; 19-11-606;

19-12-301; 19-13-604; 20~-4-109; 20-6-406; 20-8-111;
23-5-610; 23-5-1027; 33-31-212; 33-31-401; 37-51-501;
39-71-2504; 53-6-150; 53-24-206; 67~3-205; 75-1-1101;
75-7-305; 76-12-123; 80-2-103; BO-2-228; B2-11-136;

90-3-301; 90-3-302; 90-3-412; 30-4-215; 90-9-306; 90-15-103;
section 13, House Bill No. 861, Laws of 1985; and section 1,

Chapter 454, Laws of 1987; and {section 15],

(4) There is a statutory appropriation to pay the
principal, interest, premiums, and costs of issuing, paying,
and securing all bends, notes, or other obligations, as due,
that have been authorized and issued pursuant to the laws of

Montana. Agencies that have entered into agreements
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authorized by the 1laws of Montana to pay the state
treasurer, for deposit in accordance with 17-2-101 thraugh
17-2-107, as determined by the state treasurer, an amount
sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for
such payments. (In subsection {(3)}: pursuant to sec. 15, Ch.
607, L. 1987, the inclusion of 15-65-121 terminates June 30,
1989; pursuant to sec. 10, Ch. 664, L. 1987, the inclusion
of 39-71-2504 terminates June 30, 1991; and pursuant LG sec.
6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L.

1987, terminates July 1, 1988.)"

NEW SECTION. Section 22. Extension of authority. Any
existing authority te make rules on the subject of the
provisicons of [this act] is extended to the provisions of

{this act].

NEW SECTION. Section 23. codification instruction.
(1) [Sections 1 through 17 and 19] are intended t¢ be
codified as an integral part of Title 33, and the provisicns
of Title 33 apply to [sections 1 through 17 and 19%].

(2) [Secticn 18] is intended to be ceodified as an
integral part of Title 17, chapter 2, part 1, and the
provisions of Title 17, chapter 2, part 1, apply to [section
i87.

NEW skcTioN., Section 24. sSaving clause. ([This act]

does not affect rights and duties that matured, penalties

~24-
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that were incurred, or proceedings that were bequn before
[the effective date of this act].

NEW SECTION. Section 25, Severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or mcre of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

-End-
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STATE OF MONTANA - FISCAL NOTE

Form BD-15

In compliance with a written request, there is hereby submitted a Fiscal Note for SB248, as introduced.

DESCRIPTION OF PROPOSED LEGISLATICN:

An Act adopting laws to repulate Montana captive insurers; and amending Sections 17-7-502 and 33-2-708, MCA.

ASSUMPTIONS:

1. The maximum amount of premiums collected by captive insurers from Montana residents is estimated to be $10
million. This is approximately 20% of current general liability premiums.

2. The $10 million of collected captive premiums will reduce premiums collected by other property/casualty
insurers operating in the state.

3. The net decrease in premium tax revenues will be $195,000 per fiscal vear, based on the difference between

the current tax rate of 2.75Z and the proposed captive rate of (.008%.

=~

of this Bill.

FISCAL TMPACT:

Current
Revenue: Law
Premium Tax $275,000
Expenditures:
Operating Expenses -0-

Net Effect:
Earmarked Special Revenue
$275,000

£, Shtok s

FYa0
Proposed
___Law
$80,000

6,000

$74,000

2/2/55

RAY SHACKLEFORD BUDGET DIRECTOR
ICE OF BUDGET AND PROGRAM PLANNING

DATE

The State Auditor's Office will receive $6,000 per fiscal vear to regulate captive insurers as a provision
P P

FY91
Current Proposed
Difference Law Law Difference
($195,000) $275,000 $80,000 ($195,000)
6,000 -0- 6,000 6,000
{$201,000) $275,000 $74,000 ($201,000)

— ,%»”“/// _"..'//’///"/

51159/227

GENE THAYER, PRIMARY -SPONSOR

Fiscal Note for_SB248, as introduced

‘DATE
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY

SENATE BILL NO. 248
INTRODUCED BY THAYER, MEYER, PAVLOVICH,
CAMPBELL, RBOFFMAN, WHALEN
A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING LAWS TO
REGULATE MONTANA CAPTIVE INSURERS; AND AMENDING SBEFIONS
+3-3-502-ANB SECTION 33-2-708, MCA."

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

MEW SECTION. Section 1. short title. [Sections 1
through 19] may be cited as the "Montana Captive lInsurers
Act™.

NEW SECTION. Section 2. bpefinitions. As used in
[sections 1 through 19], the following definitions apply:

(1) “Affiliated company" means a company which, by
virtue of common ownership, control, operation, or
managemeht, is the same corporate system as a parent
company, an industrial insured, or a member organization.

(2) “Association" means a legal association of
individuals, corporations, partnerships, or associations
that has been in continuous existence for at least 1 year
and whose members collectively:

{a) own, control, or hold with power to vote all of
the outstanding voting securities of an association captive

insurer that is incorporated as a stock insurer; or
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{b} have complete voting control over an association
captive insurer that is incorporated as a mutual insurer.

(3) T"Association captive insurer" means a company that
insures risks of the member organizations of the association
and their affiliated companies.

(4) "Captive insurer" means a pure captive insurer,
association captive iasurer, or industrial insured captive
insurer formed or authorized under [sections 1 through 19]}.

{5) "Excess workers' compensation insurance” means, in
the case of an employer that has insured or self-insured its
workers' compensation risks in accordance with applicable
state law, insurance in excess of a specified per-incident
or aggregate limit.

{6) "Industrial insured"” means an insured:

{a) who procures the insurance of a risk by using the
services of a full-time employee acting as an insurance
manager or buyer;

(b) whose aggregate annual premiums for insurance on
all risks total at least $25,000; and

{c} who has at least 25 full-time employees.

{?7) "Industrial insured captive insurer” means a
company that insures risks of the industrial insureds that
comprise the industrial insured group and the group's
affiliated companies.

{(B) "Industrial insured group" means either:

—2- SB 248
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fa) a group of industrial insureds that collectively:

(i) own, control, or held with power to vote all of
the outstanding wvoting securities of an industrial insured
captive insurer that is incorporated as a stock insurer; or

(ii) have complete voting control over an industrial
insured captive insurer that is incorporated as a mutual
insurer; or

{b) a group that is created under the Product
Liability Risk Retention Act of 1981 (15 U.S5.C. 3901), as
amended, as a corporation or other 1limited liability
association taxable as a stock insurer or a mutual insurer
under Montana law.

(9} "Member organization” means an individual,
corporation, partnership, or association that belongs to an
association.

(10) "Parent” means a corporation, partnership, or
individual that directly or indirectly owns, controls, or
holds with power to vote more than 50% of the outstanding
voting securities of a pure captive insurer.

{11) "Pure captive insurer"™ means a company that
insures risks of its parent and affiliated companies.

NEW SECTION. Section 3. certificate of authority --
procedure. (1) A captive insurer, when permitted by its
articles of incorporation cr charter, may apply to the

commissioner for a certificate of authority to transact the

-3- SB 248
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kinds of insurance defined in 33-1-206(1){a}.

33-1-206(1)(b), 33-1-206(1)(d} through  33-1-206(1)(n),
33-1-209, 33-1-210, and 33-1-211 except that:

(a) a pure captive insurer may not insure a risk other
than that of its parent and affiliated companies;

(b} an association captive insurer may not insure a
risk other than that of the member organizations of its
association and their affiliated companies;

tc) an industrial insured captive insurer may not
insure a risk other than that of the industrial insureds
that comprise the industrial insured group and the group's
affiliated companies;

(d) a captive insurer may not provide personal motor
vehicle or homeowner's insurance coverage Or any component
thereof;

{e) a captive insurer may not accept or cede
reinsurance except as provided in [section 12}; and

(E) a captive insurer may provide excess wotrkers'
compensation insurance to its parent and affiliated
companies unless prohibited by the laws of the state having
jurisdiction over the transaction.

{2) A captive insurer may not transact any insurance
business in this state unless:

(a) it first obtains from the c¢ommissioner a

certificate of authcrity authorizing it to transact

-4- SB 248
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insurance business in this state;

{b) its board of directors holds at least one meeting
each year in this state;

{c) it maintains its principal place o©of business in
this state; and

(d) it appoints a resident registered agent to accept
service of process and to otherwise act on its behalf in
this state. If the registered agent cannot with reasoconable
diligence be found at the registered office of the captive
insurer, the secretary of state is the agent of the captive
insurer upon whom any process, notice, or demand may be
served.

(3) Before receiving a certificate of authority, each
applicant captive insurer shall file with the commissioner:

(a) a certified copy of its charter and bylaws, a
statement under ocath of its president and secretary showing
its financial condition, and any other statements or
documents required by the commissioner; and

{b) evidence of the Eollowing:

{i} the amount and liguidity of its assets relative to
the risks to be assumed;

{ii) the adequacy of the expertise, experience, and
character of each person who will manage it;

(iii) the overall soundness of its plan of operation;

{iv) the adequacy of the loss prevention programs of

-5- SB 248
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its parent, member organigzations, or industrial insureds, as
applicable; and

{v) other factors considered relevant by the
commissioner in ascertaining whether the proposed captive
insurer will be able to meet its policy obligations.

(4) Each captive insurer shall pay to the commissioner
a nonrefundable fee as provided in 33-2-708 for the
examination and investigation and the processing of its
application for a certificate of authority. In addition, it
shall pay a fee as provided in 33-2-708 for annual
continuation of a certificate of authority. The commissioner
may retain 1legal, financial, and examination services from
outside the department, the reascnable cost of which may be
charged to the applicant.

{5) If the commissioner is satisfied that the
documents and statements filed by the captive insurer comply
with [sections 1 through 19], he may grant a certificate of
authority authorizing it to transact insurance business in
this state. A certificate of authority issued under
[sections 1 through 19] continues in Eorce until suspended,
revoked, or otherwise terminated. The certificate of
authority must be continued by the captive insurer each year
by payment before March 1 of the renewal fee required in

33-2-708.

NEW SECTION. Section 4. Name of captive insurer. A

-6- SB 248
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captive insurer may not adopt a namé that is the same as,
deceptively similar to, or likely ta be confused with or
mistaken for any other existing business name registered in
the state of Montana.

NEW SECTION. Section 5. Minimum capital —- letter of
credit. +%¥y The commissioner may not issue a certificate of
authority to a pure captive insurer, an association captive
insurer that 1is incorporated as a stock insurer, or an
industrial insured captive insurer that is incorporated as a
stock insurer unless it possesses and maintains unimpaired
paid-in capital of:

ta¥{(l) in the case of a pure captive insurer, not less
than $100,000;

tb¥(2) in the case of an association captive insurer
that is incorporated as a stock insurer, not less than
$400,000; or

te3(3) in the case of an industrial insured captive
insurer that is incorporated as a stock 1insurer, not less
than $200,000.

{2}--Fhe--capitai--required-in-subsection-ti¥-may-be-in
the-form-of-cash-or-an-irrevecabie-teatter-cf--credit——-issued
by-a-bank-chartered-by-the-atate-of-Mentana-or-a-member-bank
ef--the-federal-reserve-system—approved-by-the-commissioners

NEW SECTION. Section 6. Minimum surpius -- letter of

credit. +1} The commissioner may not issue a certificate of
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authority to a captive insurer unless it possesses and
maintains free surplus of:

te¥(l) in the case of a pure captive insurer, not less
than $150,000;

tB3¥(2) in the case of an association captive insurer
that is incorporated as a stock insurer, not 1less than
$350,000;

te¥(3) in the case of an industrial insured captive
insurer that is incorporated as a stock insurer, not less
that $300,000;

td¥(4) in the case of an association captive insurer
that is incorporated as a mutual insurer, not less than
$750,000; or

te3{5) in the case of an industrial insured captive
insurer that is incorporated as a mutual insurer, not 1less
than $500,000,

t2}--Phe--surpius--required-in-subsection-{iy-may-be-in
the-form-of-cash-or-an-irrevecabie-tetter-of--credit--tasued
by-a~-bank-chartered-by-the-state-of-Mentana-or-a-member-bank

ef--the-federal-reserve-system-appraved-by-the-commisstoners

NEW SECTION. Section 7. Formation of a captive
insurer in this state. (1) A pure captive insurer must be
incorporated in this state as a stock insurer as defined in
33-3-102.

{2) An association captive insurer or an industrial

-g- SB 248
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insured captive insurer may be incorporated in this state:

(a) as a stock insurer as defined in 33-3-102; or

(b) as a mutual insurer as defined in 33-3-102.

(3} A captive insurer may not have less than three
incorporators, of whom not less than two must be residents
of this state.

(4) Before the articles of incorporation are
transmitted to the secretary of state, the incorporators
shall petition the commissioner to issue a certificate
setting forth his finding that the establishment and
maintenance of the proposed corporation will promote the
general good of the state. To determine whether the
corporation will promote the general good ©f the state, the
commissicner shall consider:

{a) the character, reputation, financial standing, and

purposes of the incorporators;

{b) the character, reputation, financial
responsibility, insurance experience, and business
qualifications of the officers and directors; and

{c) other aspects the commissicner considers

advisable.

{(5) The incorporators shall transmit to the secretary
of state the articles of incorporation and the certificate
described in subsection {4). The secretary of state shall

record the articles of incorporation and the certificate.
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{6} The capital stock of a captive insurer
incorporated as a stock insurer must be issued at not less
than par value.

(7) A least one of the members of the board of
directors of a captive insurer incorporated in this state
must be a resident of this state.

(8) A captive insurer formed under {sections 1 through
19] has the privileges of and is subject to Title 35 and the
applicable provisions of [sections 1 through 19]. If a
provision of Title 35 conflicts with a provision of
[sections 1 through 19], [sections 1 through 19] control.

NEW SECTION. Section B. annual statement. Prior to
March 1 of each year, each captive insurer transacting
insurance business in this state shall submit to the
commissioner a statement of its [Einancial condition,
verified by oath of two of its executive officers. Each
association captive insurer shall file its statement in the
form required by 32-2-701. The commissioner shall by rule
propose the form in which a pure captive insurer and an
industrial insured captive insurer submit a statement of
financial condition.

NEW SECTION. Section 9. Examinations -- costs. (1)
Except as provided in subsection (2), the commissioner
shall, not 1less than once every 3 years and whenever he

considers it advisable, visit each authorized captive
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insurer and thoroughly inspect and examine its affairs,
transactions, accounts, records, and assets to ascertain its
financial condition, its ability to fulfill its obligations,
and its compliance with [sections 1 through 19].

(2) 1f the captive insurer is subject to a
comprenensive annual audit by independent auditors approved
by the commissioner, the commissioner may, in his discretion
and upon application by a captive insurer, increase the
3-year period described in subsection (1) to 5 years.

(3) The examined captive insurer shall pay the costs
of the examination. The commissioner shall pay to the

credit of the general fund all money received by him for an
examination or investigation conducted under this section.

NEW SECTION. Section 10. Grounds and procedures for
suspension or revocation of certificate of authority. (1)
The commissioner may suspend or revoke the certificate of
authority of a captive insurer to transact insurance in this
state for any of the following reasons:

(a) insolvency or impairment of capital or surplus;

(b) failure to meet the requirements of [section 5 or
61;

{¢) refusal or failure to submit an annual statement,
as required by [section 8), or any other report required by
law or by order of the commissioner;

(d) failure to comply with the provisions of [sections
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1 through 19] or its own articles of incorperation, charter,
or bylaws;

(e} failure to submit to examination, as required by
[section 9], or any related legal cobligation;

(f) refusal or failure to pay the costs of examination
as required by [section 9];

{g) use of methods that, although not otherwise
specifically prohibited by law, nevertheless render its
operation detrimental to or its condition unsound with
respect to the public or its policyholders; or

(h) failure to comply with any other laws of this
state.

{2) 1If, upon examination, hearing, or other evidence,
the commissioner finds that a captive insurer has committed
any of the acts specified in subsection (1), he may,
notwithstanding any other provision of [this code], suspend
or revoke the certificate of authority if he f£inds it in the
best interest of the public and the policyholders o©of the
captive insurer.

NEW SECTION. Section 11. Legal investments. (1) An
association captive insurer shall comply with the investment
requirements contained in Title 33, chapter 2, part 8.

{2) A pure captive insurer or industrial insured
captive insurer is not subject to any restrictions on

allowable investments, including those limitations contained
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in Title 33, chapter 2, part B, except that the commissioner
may prohibit or limit any investment that threatens the
solvency or liquidity of such an insurer.

NEW SECTION. Section 12. Reinsurance. (1) A captive
insurer may provide reinsurance on risks ceded by any other
insurer.

(2) A captive insurer may take credit for reserves on
risks or portions of risks ceded to reinsurers that have
complied with 33-2-1205, A captive insurer must receive the
pricr approval of the commissioner before it may cede risks
to or take credit Eor reserves on risks or portions of risks
ceded to reinsurers that have not complied with 33-2-1205.

(3) In addition to credit for reinsurance allowed
under 33-2-1205, a captive insurer may take credit for
regserves on risks or portions of risks ceded to a pool,
exchange, or association acting as a reinsurer that has been
authorized by the commissioner. The commissioner may require
any documents, financial information, cor other ewvidence that
the pool, exchange, or association will be able to provide
adequate security for its financial obligations. The
commissioner may deny authorization or impose any
limitations on the activities of a reinsurance pool,
exchange, or association that, in his Jjudgment, are
necessary and proper to provide adequate security for the

ceding captive insurer and for the protection and benefit of
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the public.

NEW SECTION. Section 13. Rating organizations -
membership. A captive insurer may not be required to join a
rating organization.

NEW SECTION. Section 14. Exemption from compulsory
associaticen, A captive insurer may not join or contribute
financially to a plan, pool, association, or guaranty or
insolvency fund in this state. A captive insurer, its
insured, its parent or any affiliated company, or any member
organization of its association may not receive a benefit
from any plan, pool, association, or guaranty or insolvency
fund for claims arising out of the operations of the captive
insurer.

NEW SECTION. Section 15. Tax on premiums collected.
{1) Subject to subsection (3), each authorized cor formerly
authorized captive insurer shall pay to the commissioner, on
or before March 1 each year, a tax computed at the rate of
8/10 of 1% on the first $15 million and 6/10 of 1% on each
additional dollar on the direct premiums collected or
contracted for on policies or contracts of insurance
covering property or risks in this state and on risks and
property situated elsewhere upon which no premium tax is
otherwise paid by the company during the preceding calendar
year, after deducting from the direct premiums subject to

the tax the amounts paid to policyholders as return premiums
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or premium deposits returned or credited to policyholders.

{2) Subject to subsection (3), each authorized and
formerly authorized captive insurer shall pay to the
commissioner, on or before March 1 each year, a tax computed
at the rate of 3/10 of 1% on the first $15 million of
assumed reinsurance premium and at the rate of 2/10 of 1% of
each additienal dollar. However, no reinsurance tax applies
to premiums for risks or porticns of risks that are subject
to taxation on a direct basis pursuant to subsection {1). A
reinsurance premium tax is not payable on the receipt of
assets in exchange for the assumption ¢f loss reserves and
other liabilities of another insurer under common ownership
and control if:

(a) the transaction is part of a plan to discontinue
the operations of the other insurer:; and

{b) the intent of the parties to the transaction is to
renew or maintain the business with the captive insurer.

(3) If the aggregate taxes that a captive insurer 1is
required to pay under subsections (1) and {2) is less than
$5,000 a year, the captive insurer shall pay a tax of $5,000
for that year.

(4) Two or more captive insurers under common
ownership and control must be taxed as though they were a
single captive insurer,

{5) For the purposes of subsection (4), " common
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ownership and control® means:

(a) in the case of a stock corporation, the direct or
indirect ownership of 80% or more of the cutstanding voting
stock of two or more corporations by the same shareholder or
shareholders; and

{b) in the case of a mutual corporaticn, the direct or
indirect ownership of 80% or more of the surplus and the
voting power of two or more corporations by the same member
or members.

(6) The taxes provided for in this section constitute
all taxes collectible under the laws of this state from a
captive insurer, and no occupation tax or other taxes may be
levied or collected from a captive insurer by the state or
by a county, city, or municipality within this state, except
ad valorem taxes on real and personal property used in the
production of income.

(7) {ay-Except--as-—-provided-in-subsection—{Fitb}li—the
THE commissioner shall promptly deposit the amounts received
pursuant to this section to the c¢redit of the 4general Ffund
of this state.

tb}Y--Fhe--cemmissioner—-shati--annuatly-depostt—F=5%-of
the-premium-tax-revenuas-colliected-pursuant-to-this--section
in--the--captive-—insurer—-regutatory—-—and-aupervision-truse
account-pursuant-to—fsection-183}:--Fhe-money-depostted——undesr

this--subsection-is-skatutority-appropriated;-as-provided-in
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i?—?—5927—to—the-cemmiss&onet——fot——purposes——oE»—regu}ating
captive-insurers-under-{sections-t-through-194-

NEW SECTION. Section *6. Rules. The commissioner may
adopt rules relating to captive insurers as are necessary to
enable him to carry cut the provisions of [sections 1
through 19}.

NEW SECTION. Section 17. oOther provisions applicable.
{l) Except as provided in subsection {2), no provisions of
[this code] apply to a captive insurer.

{2) The following chapters and sections of [this code]
apply to captive insurers to the extent applicable and not
in conflict with [sections 1 through 19}: chapter 1; chapter
2, part 8; 33-2-701; 33-2-708; 33-2-120%; CHAPTER 1ll; and
[sections 1 through 19].

NEW-SEEFIEN:--Bection-18:--eaptive--insurer-—regulatery
and--superviston-trust-account:—-{1}-Fhere—ia-ecreated-in-the
state-treasury-an-account-within-the-state—-spectat--revenue
fund---designated---the---leaptive--insurer--regqulatery—-and
superviston-truat-accountl!-fsr-the-purpose—of-previding——tha
financtai-—-means——for--the--commissioner--of ——insurance——ta
administer-—tsections--i--through-—-13}:--Amountas---collected
pursgant--to--{fsection—-15+#r{tb}t}-——must-—pe-eradited-to—this
funds

t2)--All-payments-from-the-captive--insurer--regulatery

and-—supervisisn--tenst-acesunt-for-the-matntenance-of-statf
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and-associated-expenses;-itnciuding-contractual--services--aa
necessary;——must--be--disbursed-from-the-atate-sreasury-onty
npon-warranta-itssned-by-the-commiasioner--afetar——receipt—-of
proper---documentation---regarding-—-aervices--rendered--and
expenses—incurreds

t3y-~At~the-end-of-ecach-fiacat-yeary-—that~-portion--of
the—-—-balance-——in———the-—-captive--insurer--regutatory--and
sypervision-trust-account--that--exceeds--5:i8067060--must-——be
transferred-to-the-generat—fund~

t43-—Fhe-—commiasteoner-—may--—anticipate-recetpra-—to-the
captive-inaurer-reguitatery-and-superviaton-teust-account-and
issue-warrants-based-on-anticipated-receiptss

NEW SECTION. Section 18. penalties. A captive insurer
that violates or causes or induces a violation of [sections
1 through %8 17] or a rule implementing a provision of
[sections 1 through ¥8 17} is subject to a penalty as

provided in 33-1-317.

Section 19. section 33-2-708, MCA, is amended to read:

*33-2-708. Fees and licenses. (1) The commissioner
shall collect in advance and the persons so served shall so
pay to the commissioner the following fees and licenses:

(a) certificates of authority:

(i) for filing applications for original certificates
of authority, articles of incorporation (except original

articles of incorporation of domestic insurers as provided
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in subsection (b) below) and other charter documents,
bylaws, financial statement, examination report, power of
attorney to the commissioner, and all other documents and
filings required in connection with such application and for

issuance of an original certificate of authority, if issued:

(A} domestic INBUTEBLE ,..vv'vvrrinrrosrrnnmnn S 300.00
(B) Eoreign INSUIELS .,ccuiernreersnroacenns ... 300.00
(C) captive inSUT@LS....s:00sce0sscnssannns v «300.00

{ii) annual continuation of certificate of authority ..

H e ettt st taan s Cressasaressrtearannesens 300.00

e eeaaa

(iv) amendment cof certificate of authority .... 50.00

{b} articles of incorporation:

(i) filing original articles of incorporation of
domestic insurer, exclusive of fees required to be paid by
the corporation to the secretary of state .....ve... 20.00

(ii) filing amendment of articles of incorporation,
domestic and foreign insurers, exclusive of fees required to
be paid to the secretary of state by a domestic corporation
cieccsertenssaranens sesstsesscannn 25.00

(c) filing bylaws or amendment thereto where required
I teecsccrencsinesttannatannte [ 10.00

(d) filing annual statement of insurer, other than as

part of application for original certificate of authority ..
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Pt tesenanaen . et eaeean P e 25.00

(e) resident agent’'s license:

(i} application for original license, including

issuance of license, if issued (life and/or disability)

o a e

F T Fetserae et e an e 15.00

(ii) application for original license, including

issuance of license, iE issued (other than life and/or

Aisabillity) ovimai i i ittt i i e e e 15,00
{iii) appointment of agent, each insurer ...... 10,00
(iv) annual renewal, each insurer ,...-......... 10.00

(V) Eemporary 1iCensSe «..ieivivssrettssoannnnnan 10.00

{vi} amendment of license (excluding additions thereto)
or reissuance of master license ......... Ceeiaraaean 10.00
(f) nonresident agent's license:
(i) application for original

license, including

issuance of license, if issued {life and/or disability) ....
................................. Par e e i e reae s 100.00
{ii} application for original license, including
issuance of license, if issued (other than 1life and/or
disability) sivvennnneenneenennns teseneeesnassrssaa.s 100.00
(iii) appointment of agent, each insurer ...... 10.00

(iv) annual renewal, each insurer ............. 10.00

(v) amendment of license (excluding additions thereto)
or reissuance of master license ............... eean 10.00

{(g) solicitor's license:
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(i) application for original license, including

issuance of license, if issued ....ccccetnnvancansss 15.00
(ii) annual renewal of license .......cc0000.n 15.00
(iii) appointment of sclicitor .....cccavee... 10.00

(h) examination for license as agent or selicitor,-

each examination .......ivviievevanans Cedcenser e 15.00
(i) surplus lines agent license:
{i) application for original license and for issuance
of license, if issued .(...civiieieeernsserosassssnns 50.00
{ii) annual renewal of license ................ 50.00
{j) adjuster's license:
(i) application for original license and for issuance
of license, if issued ...... tees b brisr e r e 15.00
{ii) annual renewal Of license .....ivsnvronces 15.00
(k} insurance vending machine license, each machine,
fACh YOATr ...ttt iniinciiareeittnnncccenntrsoeneocoonans 10.00
{1) commissioner's certificate under seal (except when
on certificates of authority or licenses) ......... 10.00
{m) copies of documents on file in the commissioner's
office, PET PAGE ... einnnnnnnncnaanaaaaaaaaaa .50
(n) policy forms:
(i) filing each policy form ......... e vere s 25.00
(ii) filing each application, rider, endorsement,
amendment, insert page, schedule of rates, and clarification

Of risks i vivecenvaanss P ereeneorarnan, cedveesseeens 10.00
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(iii) maximum charge if policy and all forms submitted
at one time or resubmitted for approval within 180 days ....
s ssstrataeantaneasan D ebese e mammaa e 100.00

(2) The commissioner shall promptly deposit with the
state treasurer to the credit of the general fund of this
state all fines and penalties, those amounts received
pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees
and examination and miscellaneous charges received pursuant
to Title 33, chapter 11, part 1, that are collected by him
pursuant to Title 33 and the rules adopted thereunder.

{3) Ali fees are considered fully earned when
received. In the event of overpayment, only those amounts in
excess of $10 will be refunded,

(4 All fees and examination and miscellanéous
charges, except fines or penalties or those amounts received
pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by
the commissioner pursuant to Title 33 and the rules adopted
thereunder must be deposited in the insurance regulatory
trust account pursuant to 17-2-121 through 17-2-123."

Section-21---Sectien-+7-7-5827 -MEA; -t9 -amended -to-read:

237 -7-5827--5Statutery-appropriations-—-——— definitton-——-
requisites—-for--vatidity<:-——{i)-A-statutory-apprepristion-is
an-apprepriation--made--by--permanent--law--that--anthorires
spending--by--a-state-agency-without-the-need-for-a-bienniatl

tegistative-appropriatton-or-budget-amendment-
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t2)-——Bxcept--as—-provided--in--snbsection-——+t43;--to--be
effecktiver——-a~-statutory-appropriation-must-comply-with-both
ef-the-fottewing-proviaionss:
tay——Phe-iaw-containing-the-statutory-suthsrity-mast-he
iisted-in-subsection-{3}+
th}——FPhe-law-or-portien-af-the-taw-making--a--statutary
apprepriation--must--specificatiy--stace--thar--a--statokery
eppropriatison-is-made-as-provided-in-thia-sectiens
£3y--Phe-following-laws—are-the--onty--tawa-—containing
statutory---appropriatienss——-2-9-282:--2-13-1657--2-:8-812;
18-3-263;~---38-3-3125---168-3-33é7-~~-16-4-30F+---—13-3F-384>
35-25-3237---15-33-7025---325-36-132;--15-65-323:--35-70-318%;
316-1-484;-16-1-43105-36-3-433+-32F-3-2325-3F-5-4045;—-1F-5-424;
17-5-004+----19-8-584;——--19-5-2825;---19-9-308%7-——-19-16-2857
19-36~3685+—-19-168-566+—--%9-*1-5%2;---19-11-5337;-—39-11-60867
19-3+2-303+~---19-33-604--~~26-4-109;-—-20-6-4867---20-B8-+13+
23-5-6+07—-23-5-38237---33-31-2125---33-31-4627---3F-53-50%+
39-F3+-25045-—-53-6-1587——-53-24-286;---67-I-285;--F5-1-130%s
#5-3#-385;---76-12-¥23;---868~-2-163;---88-2-220;—---82-11-%36+
98-3-301+-98-3-3025-96-3-4127-908-4-2155-90-3-386;-90-15-163;
section-13;-House-Biil-No--861;-baws-of-1985; and-section-i+

Ehapter-4547-baws-of-1987; ~and-{section-15¢5

t4}--Fhere--is-—-a--statutory--appropriation--te-pay-the
principalr-incerestr-preminma;-and-eoats-cf-tasuingr-payingy

and-securing-ati-bonds;-notes;-or-sther-obligatiensr-as-dues
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that-have-been-anthorized-and-iasued-pursuant-to-the~taws-of
Montana<--~Agencies—-that--have---entered---into---agreements
authorized-—-by--the--iaws-—-of -—Montana--toe--pay--the--state
tressurer;-for-depestt-in-accordance-with--1¥-2-t8--through
1F-2-1077-—as--determined -by-the-state-treasurers—an—amount
sufficient-to-pay-the-principat-and-interest-as-due--on--the
bonds——or--notes—-have-statutory-apprepriation-authority-for
such-paymentss--{in-subsectien-¢t3}+-pursuant-to-secs-157-€h~
6677-bx~19B8%7-the—-inclusion-ef-15-65-121-terminates—dJune-385
13897 -purscant-to-secv-107-Eh:-6647-b+-1987;--the-—inciusion
&fF-35-21-2584-terminates-June-167-1991+-and-pursuant —ta-aesex
67——ERr——4547--b--19877-the-inctuston-of-secs-1;-Eh:-4547-b+
1987 7-terminates-duty-17-1988:)1"

NEW SECTION. Section 20. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act].

NEW SECTION. Section 21. codification instruction,
3 {Sections 1 througn :3-and-%9 18] are intended to be
codified as an integral part of Title 33, and the provisions
of Title 33 apply to [sections 1 through 17-and-39 18].

t2}--{Section--18}--is--intended--to--be-codified-aa-an
integrai-part-of-Pitie--13;--chapter--27--part--k;-—and--the
provisiona-of-Fitie-i7;-chapter-2;-part-;-appiy-to-tsection

183~
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NEW SEcTION. Section 22. saving clause. ([This act]
does ncot affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before
[the effective date of this act].

NEW SECTION. Section 23. sSeverability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. It a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

~-End-
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SENATE BILL NO. 248
INTRODUCED BY THAYER, MEYER, PAVLOVICH,
CAMPBELL, HOFFMAN, WHALEN
A BILL FOR AN ACT ENTITLED: “AN ACT ADOPTING LAWS TO
REGULATE MONTANA CAPTIVE INSURERS; AND AMENDING SEE€PIONS
17-7-582-ANB SECTION 33-2-708, MCA."

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

NEW SECTION. Section 1. short title. [Sections 1
through 19] may be cited as the "Montana Captive Insurers
Act”™.

NEW SECTION. Section 2. pefinitions. As used in
[sections 1 through 19), the following definitions apply:

{1y "Affiliated company” means a company Which, by
virtue of common ownership, control, operation, or
management, is the same corporate system as a parent
company, an industrial insured, or a member organization.

{2) "Association" means a legal association of
individuala, corporations, partnerships, or associations
that has been in continuous existence for at 1least 1 year
and whose members collectively:

{(a) own, control, or hold with power to vote all of
the outstanding voting securities of an association captive

insurer that is incorporated as a stock insurer; or
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{b) have complete voting control over an assocciation
captive insurer that is incorporated as a mutual insurer.

{3} "“Association captive insurer” means a company that
insures risks of the member organizations of the association
and their affiliated companies.

(4) "Captive insurer” means a pure captive insurer,
association captive insurer, or industrial insured captive
insurer formed or authorized under [sections 1 through 19].

{5) "Excess workers' compensation insurance" means, in
the case of an employer that has insured or self-insured its
workers' compensation risks in accordance with applicable
state law, insurance in excess of a specified per-incident
or aggregate limit.

{(6) "Industrial insured"” means an insured:

(a) who procures the insurance cof a risk by using the
services of a full-time employee acting as an insurance
manager or buyer;

({b) whose aggregate annual premiums for insurance on
all risks total at least $25,000:; and

(c} who has at least 25 full-time employees.

(7) "Industrial insured captive insurer"” means a
company that insures risks of the industrial insureds that
comprise the industrial insured group and the group's
affiliated companies.

(8) "Industrial insured group” means either:

-2- SB 248
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(a) a group of industrial insureds that collectively:

{i} own, control, or hold with power to vote all of
the outstanding wvoting securities of an industrial insured
captive insurer that is incorporated as a stock insurer; or

{ii) have complete voting contrcl over an industrial
insured captive insurer that is incorporated as a mutual
insurer; or

(b) a group that is c¢reated under the Product
Liability Risk Reteation Act of 1981 (15 U.S.C. 390i), as
amended, as a corporation or other limited liability
assoclation taxable as a stock insurer or a mutual insurer
under Montana law.

(9) *“Member organization” means an individual,
corporation, partnership, or association that belongs to an
association.

{10) "Parent" means a corporation, partnersbhip, or
individual that direetly or indirectly owns, controls, or
holds with power to vote more than 50% of the outstanding
voting securities aof a pure captive insurer.

{11) "Pure captive insurer” means a company that
insures risks of its parent and affiliated companies.

NEW SECTION. Section 3. cCertificate of authority —-
procedure. (1) A captive insurer, when permitted by its
articles of incorporation or charter. may apply to the

commissioner for a certificate of authority to transact the
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kinds of insurance defined in 33-1-206(1){a),

33-1-206(1){b), 33-1-206{1)(d) through  33-1-206{1)(n},
33-1-209, 33-1-210, and 33-1-211 except that:

{a) a pure captive insurer may not insure a risk other
than that of its parent and affiliated companies;:

(b) an association captive insurer may not insure a
risk other than that of the member organizations of its
association and their affiliated companies;

(¢) an industrial insured captive insurer may not
insure a risk other than that of the industrial insureds
that comprise the industrial insured group and the group's
affiliated companies;

(d) a captive insurer may not provide personal motor
vehicle or hameowner's insurance coverage Or any component
thereof:

(e) a captive insurer may not accept or cede
reinsurance except as provided in [section 12]}; and

{f} a captive linsurer may provide excess workers'
compensation insurance to its parent and affiliated
companies unless prohibited by the laws of the state having
jurisdiction over the transaction.

{2) A captive insurer may not transact any insurance
business in this state unless:

fa) it first obtains from the commissioner a

certificate of authority authorizing it to transacr
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insurance business in this state;

(b) its board of directors heolds at least one meeting
each year in this state;

{c) 1t maintains its principal place of business in
this state; and

(d) it appoints a resident registered agent to accept
service of process and to otherwise act on its behalf in
this state, If the reqistered agent cannot with reasonable
diligence be found at the registered office of the captive
insurer, the secretary of state is the agent of the captive
insurer upon whom any process, notice, or demand may be
served.

{3) Before receiving a certificate of authority, each
applicant captive insurer shall file with the commissioner:

(a) a certified copy of its charter and bylaws, a
statement under oath of its president and secretary showing
its ftinancial condition, and any other statements or
documents required by the commissioner; and

{b) evidence of the following:

(i) the amcunt and liquidity of its assets relative to
the risks to be assumed;

{ii) the adequacy of the expertise, experience, and
character of each perscn who will manage it;

(iii) the overall socundness of its plan of operation;

{iv} the adequacy of the loss prevention programs of
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its parent, member organizations, or industrial insureds, as
applicable; and

{v} other factors considered relevant by the
commissioner in ascertaining whether the proposed captive
insurer will be able to meet its policy obligations.

(4) Bach captive insurer shall pay to the commissioner
a nonrefundable fee as provided in 33-2-708 for the
examination and investigation and the processing of its
application for a certificate of authority. In addition, it
shall pay a fee as provided in 33-2-708 for annual
continuation of a certificate of authority. The commissioner
may retain legal, financial, and examination services from
outside the department, the reasonable cost of which may be
charged to the applicant.

{5) 1If the commissioner is satisfied that the
documents and statements filed by the captive insurer comply
with {sections 1 through 19], he may grant a certificate of
authority authorizing it to transact insurance business in
this state. A certificate of authority issued under
[sections 1 through 1%] continues in force until suspended,
revoked, o©r otherwise terminated. The certificate of
authority must be continued by the captive insurer each year
by payment before March 1 of the renewal fee required in

33-2-708.

NEW SECTION. Section 4. Name of captive insurer. A
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captive insurer may not adopt a name that is the same as,
deceptively similar to, or likely to be confused with or
mistaken Efor any other existing business name registered in
the state of Montana.

NEW SECTION. Section 5 Minimum capital -- letter of
credit. +¢i3y The commissioner may not lssue a certificate of
authority to a pure captive insurer, an association captive
tnsurer that is incorporated as a stock insurer, or an
industrial insured captive insurer that is incorporated as a
stock insurer unless it possesses and maintains unimpaired
paid-in capital of:

ta¥(l) in the case of a pure captive insurer, not less
than $100,000;

+b¥{2) in the case of an association captive insurer
that is incorporated as a stock insurer, not less than
$400,000; or

fc)Lgl in the case of an industrial insured captive
insurer that is incorporated as a stock insurer, not less
than $200,000.

t2}--FPhe--capittat--required-in-subsaction-{iy-may-be-in
the-form-of-cash-or-an-irrevocable-ietter-of --credit--tssned
by-a-bank-chartered-by-the-state-of Montana-sr-a-member-bank
of——the-federai-reserve~-system-approved-by-the-commiasioners

NEW SECTION. Section 6. Minimum surplus —- letter of

credit. ti) The commissioner may not issue a certificate of
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" authcrity to a captive insurer unless it possesses and

maintains free surplus of:

tay(l) 1in the case of a pure captive insurer, not less
than $150,000;

tb¥(2) in the case of an association captive insurer
that is incorporated as a stock insurer, not less than
$350,000;

te3{3) in the case of an industrial insured captive
insurer that is incorporated as a stock insurer, not less
that $300,000;

td3{4) in the case of an associatlion captive insurer
that is incorporated as a mutual 1nsurer, not less than
$750,000; or

te}r({5) in the case of an industrial insured captive
insurer that is incorporated as a mutual insurer, not Lless
than $500,000.

t23--Fhe-~-surploa--required-tn-sabsection-{ij-may-be-in
the-form-of-eash-ar-an-trrevocable-tetter-of -—credit--isaced
by-a-bank-chartered-by-the-state-of -Montana-or-a-member-bank
of--the-federai-reserve-ayatem-approved-by-the-commissioner=-

NEW SECTION. Section 7. Formation of a captive
insurer in this state. {1) A pure captive insurer must be
incorporated in this state as a stock insurer as defined in
33-3-102.

{2) An association captive insurer or an industrial
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insured captive insurer may be incorporated in this state:

{a) as a stock insurer as defined in 33-3-102; or

[b) as a mutual insurer as defined in 33-3-102,

{3) A captive insurer may not have less than three
incorporators, of whom not less than two must be residents
of this state.

(4) Befare the articles of incorporation are
transmitted to the secretary of state, the incorporators
shall petition the commissioner to 1issue a certificate
setting forth his finding that the establishment and
maintenance of the proposed corporation will promote the
general good of the state. To determine whether the
corporation will promote the general good of the state, the
commissioner shall consider:

(a) the character, reputation, financial standing, and
purposes of the incorporators;

(b)) the character,

reputation, financial

responsibility, insurance experience, andg business
qualifications of the officers and directors; and

{c) other aspects the commissioner considers
advisable,.

{5) The incorporators shall transmit to the secretary
of state the articles of incorporation and the certificate
described in subsection (4). The secretary of state shall

record the articles of incorporation and the certificate.
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(6) The capital stock af a captive insurer
incorporated as a stock insurer must be issued at not less
than par value.

(7) A least one of the members of the board of
directors of a captive insurer incorporated in this state
must be a resident of this state.

(8) A captive insurer formed under [sections 1 through
19] has the privileges of and is subject to Title 35 and the
applicable provisions of [sections 1 through 19}. If a
provision of Title 35 conflicts with a provision of
[sections 1 through 19], {sections 1 through 19} control.

NEW SECTION, Section 8. Annual statement. Prior to
March 1 of each year, each captive insurer transacting
insurance business in this state shall submit to the
commissioner a statement of its financial condition,
verified by oath of two of its executive officers. Each
association captive insurer shall file its statement in the
form required by 33-2-701. The commissioner shall by rule
propose the form in which a pure captive insurer and an
industrial insured captive insurer submit a statement of
financial condition.

NEW SECTION. Section 9. Examinations -- costs. (1)
Except as provided in subsection (2), the commissioner
shall, not 1less than once every 3 years and whenever he

considers it advisable, visit each authorized captive
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insurer and thoroughly inspect and examine its affairs,
transactions, accounts, records, and assets to ascertain its
financial condition, its ability to fulfill its obligations,
and its compliance with [sections 1 through 19].

(2) If the captive insurer is subject to a
comprehensive annual audit by independent auditors approved
by the commissioner, the commissioner may, in his discretion
and upon application by a captive insurer, increase the
3-year period described in subsection (1) to 5 years.

(3) The examined captive insurer shall pay the costs
of the examination. The commissioner shall pay to the
credit of the general fund all mconey received by him for an

examination or investigation conducted under this section,

NEW SECTION. Section 10. Grounds and procedures For
suspension or revocation of certificate of authority. (1)
The commissicner may suspend or revoke the certificate of
authority of a captive insurer to transact insurance in this
state for any of the following reasocns:

(a) insolvency or impairment of capital or suyrplus;

{by failure to meet the requirements cof [section % or
61;

{c] refusal or failure to submit an annual statement,
as required by [(section 8}, or any other report reguired by
law or by order of the commissicner;

{(d) failure to comply with the provisions of [sections

-11- SB 248
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1 through 18] or its own actticles of incorporation, charter,
or bylaws;

{e) faillure to submit to examination, as required by
[section 9], or any related legal obligarion;

(£} refusal or failure to pay the costs of examination
as required by [section 9};

{g) use of methods that, although not atherwise
specifically prohibited by law, nevertheless render its
operation detrimental to or its condition wunsound with
respect to the public or its policyholders; or

{h} failure to comply with any other laws of this
state.

(2) If, upon examination, hearing, or other evidence,
the commissioner finds that a captive insurer has committed
any of the acts specified in subsection (1), he may,
notwithstanding any other provision of [this code], suspend
or revoke the certificate of authority if he finds it in the
best interest of the public and the policyholders of the
captive insurer.

NEW SECTION. Section 11. Legal investments. (1] An
association captive insurer shall comply with the investment
requirements contained in Title 33, chaprer 2, part 8.

(2) A pure captive insurer or industrial insured
captive insurer is not subject to any restrictions on

allowable investments, including those limitations containecd
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in Title 11, chapter 2, part B8, except that the commissioner
may prohibit or limit any investment that threatens the
solvency or liquidity of such an insurer.

NEW SECTION. Section 12. Reinsurance. (1) A captive
insurer may provide reinsurance on risks ceded by any other
insurer.

{2) A captive insurer may take credit for reserves on
risks or portions of risks ceded to reinsurers that have
complied with 33-2-1205. A captive insurer must receive the
prior approval of the commissioner before it may cede risks
to or take credit for reserves on risks or portions of risks
ceded to reinsurers that have not complied with 33-2-1205.

{3} In addition to credit Ffor reinsurance allowed
under 33-2-1205, a captive insurer may take credit for
reserves on risks or portions of risks ceded to a pool,
exchange, or association acting as a reinsurer that has been
authorized by the commissioner. The commissioner may require
any documents, financial information, or other evidence that
the pool, exchange, or association will be able to provide
adequate security for its financial obligations. The
commissioner may deny authorization or impose any
limitations on the activities of a reinsurance pool,
exchange, or association that, in his judgment, are
necessary and proper to provide adequate security for the

ceding captive insurer and for the protection and benefit of
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the public.

NEW SECTION., Section 13. Rating organizations  --
membership. A captive insurer may not be required to join a

rating organization.

NEW SECTION. Section 14. Exemption from compulsory
association. A captive insurer may not join or contribute
financially to a plan, pool, association, or guaranty or
insolvency fund in this state. A captive insurer, its
insured, its parent or any affiliated company, or any member
organization of its association may not receive a benefit
from any plan, pool, association, or gquaranty or insolvency
fund for claims arising out of the operations of the captive
insurer.

NEW SECTION. Section 15. Tax on premiums collected.
(1) Subject to subsection (3), each authorized or formerly
authorized captive insurer shall pay to the commissiocner, on
or before March 1 each year, a tax computed at the rate of
B/10 of 1% on the first $15 million and 6/1L0 of 1% on each
additional dollar on the direct premiums collected or
contracted for on policies or contracts of insurance
covering property or risks in this state and on risks and
property situated elsewhere upon which no premium tax is
otherwise paid by the company during the preceding calendar
year, after deducting from the direct premiums subject to

the tax the amounts paid to policyholders as rerurn premiums
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or prtemium deposits returned or credited to policyholders.

(2) Subject to subsection (3), each authorized and
formerly authorized captive insurer shall pay to the
commissioner, on or before March 1 each year, a tax computed
at the rate of 3/10 of 1% on the first $15 million of
assumed reinsurance premium and at the rate of 2/10 of 1% of
each additional dollar. However, no reinsurance tax applies
to premiums for risks or portions of risks that are subject
to taxation on a direct basis pursuant to subsection (1). a
reinsurance premium tax is not payable on the receipt of
assets in exchange for the assumption of loss reserves and
other liabilities of another insurer under common ownership
and contrcl if:

{a) the transaction 1is part of a plan to discontinue
the operations of the other insurer; and

{b) the intent of the parties to the transaction is to
renew or maintain the business with the captive insurer.

{3) If the aggregate taxes that a captive insurer is
required to pay under subsections (1) and (2) is less than
$5,000 a year, the captive insurer shall pay a tax of $5,000
for that year.

{4) Two or more captive insurers under COommon
ownership and control must be taxed as though they were a
single captive insurer.

{S) For the purposes of subsection (4), " common
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ownership and control® means:

(a) in the case of a stock corporation, the direct or
indirect ownership of B0% or more of the outstanding wvoting
stock of two or more corporations by the same shareholder or
shareholders; and

(b) in the case of a mutual corporation, the direct or
indirect ownership of B80% or more of the surplus and the
voting power of two or more corporations by the same member
or members.

(6) The taxes provided for in this section constitute
all taxes collectible under the laws of this state from a
captive insurer, and no occupation tax or other taxes may be
levied or collected from a captive insurer by the state or
by a county, city, or municipality within this state, except
ad valorem taxes on real and personal property used in the
production of income.

{7} +taj-Bxcept--as--provided-in-subsection-{t7ytby;-the
THE commissioner shall promptly deposit the amounts received
pursuant to this section to the credit of the general fund
of this state.

tb}—-Fhe-—commiasioner--shali--annoaltiy-depoait-?-5%-af
the-premium—tax-revenues—-collected-pursuant-to-this--section
in--the--captive-—insurer—-teguiatsry--and-supervision-trast
acceunt-pursuant-to-fsection-38}+--Fhe-money-deposited--under

this--subsection-is-statutority-appropriated;-asa-provided-in
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t7-7-5027-to-the-cemmiasioner--for--purposes--of--regulating
captive-insurers-under-fsectionsa-i-through-15i=:

NEW SECTION. Section 18. Rules. The commissioner may
adopt rules relating to captive insurers as are necessary to
enable him to carry out the provisions of {sections 1
through 19].

NEW SECTION. Section 17. other provisions applicable.
(1) Except as provided in subsection (2), no provisions of
[this code] apply to a captive insurer.

(2) The following chapters and sections of [this code)
apply to captive-insurers to the extent applicable and not
in conflict with [sections 1 through 19): chapter 1; chapter
2, part 8; 33-2-701; 33-2-708; 33-2-1205; CHAPTER 1ll; and
fsections 1 through 19].

NEW-SEEPION:--Bection-18:-captive--insurer--regutatory
and--superviston—truat-accounts--t1y-Fhere-is-ereated-in-the
state-treasufy—an—account—withén—the—state——specini—-revenu@
fund-—-designated---the --“captive--insurer—-reguitatory--and
supervision-trust-account-for-the-parpose-of-providing--the
financiali-—-means--for--the--commissioner--of--insurance--to
administer--{sections--I--threngh--19i-—-Amounts---estiested
pursdant-—ta—-{fseetion——-15{7}tb}i--mnae--be-credited-to-thia
fand~

t2)--Ati-paymenta-from-the-captive--insurer--reguiatery

and--sopervision-—-trast-account-for-the-maintenance-of-scaés
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and-associated-expenses;-inctuding-centractuai--services--as
necessary;--must--be--disburased-from-the-state-treasary-onty
upon-warrants-issued-by-the-commiasioner--after--receipt—-of
proper---documentation—--regarding---services--rendered--and
expenses-incurreds

+33--At-the-end-of-each-fiscai-year;--that--portien--of
the---balance---in---the---eaptive—-insurer--regaltatory--and
supervision-trust-acesunt—-that -exceeda--§188;000--must--be
transferred-to-the-generak-funds

t4y--FPhe--commisaioner--may-—anticipate-racetpts-to-the
ecaptive-insarer-regulatory-and-supervision-trust-account-and
tssue-warrants-based-on-anticipated-receiptss

NEW SECTION. Section 18. Penalties. A captive insurer
that violates or causes or induces a violation of |[sections
1 through 38 17] or a rtule implementing a provision of
[sections 1 through 38 17} is subject to a penalty as
provided in 33-1-317.

Section 19. sSection 33-2-708, MCA, is amended to read:

“33-2-708. Fees and licenses. (l) The commissioner
shall collect in advance and the persons so served shall so
pay to the commissioner the following fees and licenses:

ta) certificates of authority:

(i) For filing applications for original certificates
of authority, articles of incorporation [(except original

articles of incorporation of domestic insurers as provided
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in subsection (b} below) and other charter documents,
bylaws, financial statement, examination report, power of
attorney to the commissioner, and all other documents and
filings required in connection with such application and for

issuance of an original certificate of authority, if issued:

(A) domestic insurers ...... vivesasesssaases 9 300.00
(B} foreign insurers ...... frh i ee e far e 300.00
{C) captive insurers....... Pasee e et eseiscanas 300.00

{ii) annual continuation of certificate of authority ..

.................................... sessaeeeses  300.00

(iii) reinstatement of certificate of authority

(iv) amendment of certificate of authority .... 50.00

(b) articles of incorporation:

(i) filing original articles of incorporation of
domestic insurer, exclusive of fees required to be paid by
the corporation to the secretary of state ......... . 20.00

(ii) filing amendment of articles of incorporation,
domestic and foreign insurers, exclusive of fees required to
be paid to the secretary of state by a domestic corporation
ceeeeveree s st esanet e ec et ac e et nn a0 nans .o 25.00

{c) £filing bylaws or amendment thereto where required
R N T . 10.00

{d) filing annual statement of insurer, other than as

part of application for original certificate of authority ..
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(e} resident agent's license:

(i) application for original license, including

issuance of license, 1f issued (life and/or disability)} .

L T S 15.00

(ii) application for original license, including

issuance of license, 1if issued (other than life and/or

disSabilily) tuitivuiiianrnnenannennesonenanaanneannnn 15.00
(iiil) appointment of agent, each insurer ...... 10.00
(iv) annual renewal, each insurer ............. 10.00
(v) temporary license .......... cresssesatenens 10.00

(vi) amendment of license (excluding additions thereto)

or reissuance of master license ........coceenennnnn 10.00

{f) nonresident agent's license:
{1) application Ffor original

license, including

issuance Of license, if issued (life and/or disability)

................................. becirreseseesneaae.s 100.00

{ii) application for original license, including
issuance of license, if issued (other than 1life andfor

disability) ....... Cetrerceret e

A e e st aa e 100.00
{(iii) appointment of agent, each ilasurer ...... 10.00
(iv) annual renewal, each insurer ............. 10.00

(v) amendment of license (excluding additions Lhereto)
or reissuance of master license ...... F 10.00

(g} solicitor's license:

~-20- 5B 244
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(i) application for original License, including
issuance of license, if issued ........ 000 vvivnnn 15.00
(ii) annual renewal of license ....+iconvernus 15.00
{iii) appointment of solicitor ........... ciene 10.460

{h) examination for license as agent or solicitor,
each examination ...... Gt eacsaaanmaec e ean e 15.00

(i) surplus lines agent license:

(i) application for original license and for issuance
of license, if issued ......0vvnvenion. N 50.00

{1i) annual renewal of license ....cv-isvevnane 50.00

{j) adjuster's license:

(i) application for original license and for issuance
of license, if issued .....ccciuenenn e eeeeen PP, 15.00

{ii) annual renewal of license ....... carnesenn 15.00

(k) insurance vending machine license, each machine,
each year ......... cateernaaar e SIS . 10.00
(1) commissioner's certificate under seal {except when

on certificates of authority or licenses) ......... 10.00

(m) copies of documents on file in the commissioner's

office, per page ......aiiiiiiniiiiiiiaa., eeatee .50
{n) policy forms:
(i) £filing each policy form ......... cerea e 25.00

{ii) filing each application, rider, endorsement,
amendment, insert page, schedule of rates, and clarification

of risks ...... fisee et et St es e 10.00
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(iii}) maximum charge if policy and all forms submitted

at one time or resubmitted for approval within 180 days
o rtaEcaeasmeaasaasanansesen s Ceeeasannnasnons . 100.00

{2) The commissioner shall promptly deposit with the
state treasurer to the credit of the general fund of this
state all fines and penalties, those amounts received
pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees
and examination and miscellaneous charges received pursuant
to Title 33, chapter 11, part 1, that are collected by him
pursuant to Title 33 and the rules adopted thereunder.

{3) Al fees are considered fully earned when
received. In the event of overpayment, only those amounts in
excess of $10 will be refunded.

(4) Aall fees and examination and miscellaneous
charges, except fines or penalties or those amounts received
pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by
the commissioner pursuant to Title 33 and the rules adopted

thereunder must be deposited in the insurance regulatory
trust account pursuant to 17-2-121 through 17-2-123.,"
Section-21---Section-17-#-562 -MCA; -i3 -amended —to-read:
#}3-9-5827--Statutory-appropriations-—---- definttion——-—-
requistees--for-—-validitys--(i}-A-statutory-appropriation-is
an-appropriation--made--by--permanent--taw--that—-authorizea
spending--by--a-state-agency-without-the-need-for-a-biennial

tegistative-apprepriation-or-budget-amendment
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t24--Bxeept--as—-provided--in--subsection—-{t437--to—-be
effectiver--a-—statutory-appropriation-must-comply-with-both
sf-the-fotitowing-proviaisns:
tay-—-Fhe-taw-containing-the-statntory-anthority-must-be
tisted-in-subsection—+3y=
thy--Phe-taw-or-portion-ef-the-taw-making--a--statutery
appropriation--must--specificatly--state—-that--a--statutory
appropriation-ia-made-as-provided-in-this-seceions
t3}--Phe-foltowing-taws-are-the--onty—-taws--containing
statutory---apprepriationst-—-2-9-202;--2-7-3057--2-38-812;
28-3-263;---18-3-3¥27---20-3-3345----10-4-30 ;----23-37-3a4;
$5-25-1234---15-3t-?027—--15-36-112;~-15-65-22%++-~35-70-18%;
36-1-4045-26-1-4107-F6-2-4317-37-3-2125-27-5-4045--1F-5-424;
$7-5-804:--—--19-08-504;-—-39-9-7027;---19-9-1087; - —-19-10-265;
19-38-309;--19-3:6-5065;—-39-33-532;---39-131-533;---319-13-646;
$9-12-36013----19-13-604;---20-4-169;---28-6-486;—--20-8-331;
23-5-6387;--23-5-1827;---33-3-2327---33-31-481;---37-51-681;
39-71-25045---53-6-1505;——-53-24-20867---67-3-2855-?5-1-116%+
?5-7-3855-—-76-12-123;——-86-2-363;---86-2-228;--—-82-13-1367
568-3-301;-96-3-3024-96-3-412;-96-4-215;-96-5-366;-96-15-303;
section-137;-Houae-Bill-Ne:-861;-baws-of-1985;-and-aection-17

€hapter—454;-baws-of-1987 ;-and-fsection-151<

t4)--Phere--is--a--statutory-—appropriatron——to-pay-che
prineipaliy-interesty-premiuma;-and-costs-of-issuing;-payingr

and-securing-aii-bonds;-notes; -or-other-sbiigations;-as-due;
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that-have-been-suthorized-and-issued-pursnant-te-the-laws-of
Montanas--Agenciea—-that--have-—-entered--—-inte---agreements
anthorized--—by——the—-lawa--of-—Montana--to-—pay--the--state
treasurery-for-depasit-in-accordance-with—-17-2-183--through
17-2-10757--as--determined--by-the-state-treasnrer;-an—amount
suffietent-to-pay-the-principal-and-interesat-as-due——-on--the
bands--sr--netes--have-statutory-appropriation-antharity-for
such-paymentsc--tin-subaection-{3}:-pursuant-to-seer-i57-€Ch~
6877-b7-19877-the-inctusion-o0f-15-65-12i-terminatea-Jdune-387
i9897-pufsuant-te-sec:—i97—Ehr—6647-ht~£96?7——tHE“inckn:ion
of-39-71-2584-terminates-dune-38;-1991;-and-puranant-to-sec~
7-—Bhs--4547--bs-19877-the-itnctusion-of-secs-17-Eh+-4547-b~
}9A7;-terminates-July-1;-1988-)2
NEW SECTION. Section 20. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

{this act].

NEW SECTION. Section 21. cCodification instruction.
t1} [Sections 1 through i7#-and-3*9 18] are intended to be
codified as an integral part of Title 33, and the provisions
of Title 33 apply to [sections 1 through ?-and-19 18].
t2y--f{9ection--181--ts--itntended--te—-be-codified-as-an
integrat-part-of-Pitte--1%;~-chapter--2;--part—-i;--and--the
provistons-of-Pitie-17;-chapter-2;-part-i7;-apply-to-isection

10}<
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NEW SECTION. Section 22, saving clause. ([This act]
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were bequn before
[the effective date of this act].

NEW SECTION. Section 23. severability. If a part of
[this act] 1is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act]) is invalid in one or mcre of its applications, the part
remains in effect in all valid applications that are
severable from the invalid applications.

-End-~
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