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BILL W0. 5 Y5

INTRODUCED BY ~ ;. \~¢A444A£”

4 YT

A BILL FOR AN TLED: "AN ACT GENERALLY REVISING THE
LAWS RELATING TO THE REGULATION QF INSURERS AND MOTOR CLUB
SERVICE COMPANIES; REVISING THE EFFECTIVE DATE PROVISION FOR
HAIL TINSURANCE; AMENDING SECTIONS 33-1-316, 33-1-501,
33-2-302, 33-2-305, 33-2-307, 33-2-312, 33-2-313, 33-2-705,
33-2-708, 33-2-1113, 33-3-305,

33-4-101, 33-4-203,

33-11-104, 33-11-108, 33-14-201, 33-14-305, 33-15-303,

33-16-106, 33-17-231, 33-17-237, 33-20-101, 33-20-121,

33-20-127, 33-20-603, 33-22-10}, 33-22-130, 33-22-131,
33-22-132, 33-22-201, 33-22-202, 33-22-1703, AND B80-2-201,
MCA; REPEALING SECTIONS 33-17-206 AND 33-22-216, MCA; AND

PROVIDING EFFECTIVE DATES."

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

Section 1. Section 33-1-316, MCA, is amended tc read:

*33-1-316. Testimony compelled - immunity from
prosecution. A person may not be excused from attending and
testifying or producing any evidence upon any examination,
investigation, or hearing conducted by or under authority of
the commigpioner on the ground that his the person's

testimony or the evidence required of--him may tend to
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incriminate him or subject him the person to a penalty or
forfeiture, However, ecompeiied testimony or evidence

compelled following a claim of privilege against

gself-incrimination or any information directly or indirectly
derived from compelled teatimony or evidence may not be used
against the ° person in a criminal prosecution. The
commissioner may grant immunity from prosecution for or on
account of any act, occurrence, transaction, matter, or
other thing concerning which a person is-—compeiied--to
testify Lestifies if the commissioner determines that the
ends of justice would be served by granting the additional
immunity. Immunity does not extend to prosecution or
punishment for false statements by the perason that are
contained in the-compelied testimony or evidence given under

this park."
Section 2. Ssection 33-1-501, MCA, is amended to read:
®33-1-501. Filing and approval of forms. (1) Ne An
insurance policy or annuity contract form, certificate,
enrollment form, application form, printed rider or

endorsement form, or form of renewal certificate may not be
delivered or issued for delivery in Montana unless the form
has been filed with and approved by the commissioner and the
regulatory official of the state of domicile of the insurer,
if required. This provision does not apply to surety bonds
or policies, riders, endorsements, or forms of unigue
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character designed for and used with relation to insurance
upon a particular subject or that relate to the manner of
distribution of benefits or toc the reservation of rights and
benefits under life or disability insurance policies and are
used at the request of the individual policyholder, contract
holder, or certificate holder. As-to-forms Forms for use in
property, marine (other than ocean marine and foreign trade
coverages), casualty, and surety insurance coveragesy—the
£iting-requnired-by-this-subsection may be made filed by a
rating organization on behalf of its members and
subscribersy-but-this-provision-does-net-prehibit or by a
member or subscriber from-filing-a-form on its own behalf.

{2} The filing mwmust be made not less than 60 days in
advance of delivery. Approval of a form by the commissioner
constitutes a waiver of any unexpired portion of the waiting
period. The commissioner may extend by not more than an
additional 60 days the period within which he the
commissioner wmay approve or disapprove a form by giving
notice of the extension before expiration of the initial
60-day period. The commissioner way at any time, after
notice and for cause shown, withdraw any approval.

{3} An order of the commissioner disapproving a form or
withdrawing a previous approval must state the grounds for
disapproval or withdrawal in sufficient detail to inform the

insurer.
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(4) The commissioner may by--order exempt from the
Tequirements of this section, for so long as he the
commispioner considers praoper; an insurance document, form,
or type of document or form mpecified in-the-order to which,

in his the commissioner's opinion, this section may not

Practicably be applied or the filing and approval of which

are, in his the commissioner's opinion, not desirable or

necessary for the protection of the public.

{5) This section applies to a form used by a domestic
insurer Ffor delivery in a jurisdiction outside Montana if
the insurance supervisory official of the jurisdiction
informs the commissioner that the form is not subject to
approval or disapproval by the official and upon the
commissioner's order requiring the form to be submitted to
him the commissioner for the purpose. The same standards
apply to these forms as apply to forms For domestic use.

{6) This section and 33-1-502 do not apply to:

{a) reinsurance;

(b} policies or contracts not issued for delivery in
Montana or delivered in Montana, except as provided in
subsection (5);:

(c) ocean marine and foreign trade insurances.

(7) Except as provided in chapter 21, group
certificates that are delivered or issued for delivery in

Montana for group insurance policies effectuated and

- -
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delivered outside Montana but covering perscns resident in
Montana must be filed with the commissioner upon his

request . ™

Section 3. Section 33-2-302, MCA, is amended to read:

“33-2-302. Conditions precedent tc sale of surplus
lines imsurance. Insurance may be procured through a
licensed surplus lines insurance producer from an
unauthorized insurer if:

{1) the ingsurer is an eligible surplus lin;s insurer;

{2) the-fulil-amsunt-or--hkind-—-of--insurance-—-cannot-—-be
ebtained—from--muthorived-insurerss-Fhe-fuil-amount-or-kind
of-insurance-may-be-procured-from-an-etigibie-surpins—-iines
insurer--if--the-—insurance-producer-makes-a-ditigent-search
among-the-insurers-whe-are-anthorized-to-—transact--and--are
actualiiy--transacting-—the——particuiar--kind--and--ciass--of
insurance-in-this-state-and-cannot-obtain-che-£futi-amount-or

kind--of--insurance--from—an-auehorized-insurers the line of

insurance or the full amount of the line of insurance cannot

be obtained from authorized insurers;

(3) the producing insurance producer makes a diligent

effort to place the business with a minimum of three

insurers authorized and actually tramnsacting that line of

business in this 8tate. If fewer than three insurers are

authorized and actually transacting the line of busineass in

this state, diligent effort must be met by searching this

_5_
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lesser market.
t3¥{4) the insurance is not se procured for the purpose
of securing advantages-either-as-to:

(a) a lower premium rate than would be accepted by an

authorized insurer; or

{b) an__advantage in terms of the insurance contract;

and
t4¥(5) all other requirements of this part are met."
Section 4. section 33-2-305, MCA, is amended to read:
®33-2-305. Licensing of surplus lines insurance
producer — fee and bond. (1) A person may not procure a
contract of surplus lines insurance with an unauthorized
insurer unless he the perscn is licensed as a propertys and
casualtyy--and--surety insurance producer and possesses a

Current surplus lines insurance license issyed by the

commissioner.

{2} The commissioner shall issue a surplus lines
insurance license to any qualified holder of a current
propertyr and casualtyy-—and--msurety insurance producer
license only if the insurance producer has:

(a) remitted to the commissioner the annual fee
prescribed by 33-2-708;

(b} submitted to the commissioner a completed license
application on a form supplied by the commissioner;

{c} been licensed as a propertyy and casualtyy-and

_s_
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surety inasurance producer continuously for 5 years or more;
and

{d) filed with the commissioner and thereafter for as
long as the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of $10,000,
with autharized  corporate sureties approved by the
commissioner. The bond must be conditioned that the
insurance producer will conduct business under the 1license
in accordance with the provisions of The Surplus Lines

Insurance Law and that he the insurance producer will

promptly remit the taxes provided in 33-2-311. The bond may
not be terminated unless the surety gives the surplus lines
ingurance producer, the preducing insurance producer, and
the commissioner at least 30 days' prior written notice
thereof of termination.

(3) The 1license expires on April 1 after its date of
issue. A surplus lines insurance producer shall renew the
license on or before March 1 of each year upon payment of
thg annual renewal fee prescribed in 33-2-7¢8. A surplug
lines jinsurance producer who fails to apply for a renewal of
the 1license on or before March 1 shall pay a fine of $100
before the commissioner renews the license.

{4) A corporation is eligible to be licensed as a
surplus lines insurance producer if:

{a) the corporate license lists the individuals within

-7
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the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers: and

{b} only those individuals listed on the corporate
license trangact surplus lines ineurance.”

Section 5. section 33-2-307, MCA, is awended to read:

*33-2-307. Requirements for eligible surplus lines
insurers. (1) A surplus lines insurance producer may not
place insurance with an unauthorized insurer unless, at the
time of placement, the unauthorized insurer: '

{a) has established satisfactory evidence of good
reputation and financial integrity; and

(b} is qualified under one of the following
subsections:

(i) the insurer maintains capital and surplus or its
equivalent under the laws of its state of domicile, which
egquals the greater of:

{A) the minimum capital and surplus requirements of
33-2-109 and 33-2-110; or

{B) $§2:S5-miilion-on-Aprii-137-19887-and-$3-5-mitiion-on
April--F7y--1999s--After--Aprii--137-1998y-an $3 million. An
insurer possessing less than $4 million subeapita: capital
and surplus may satisfy the requirements of this subsection
upon an affirmative finding of acceptability by the
commissioner. The commissioner's finding must be based upon

such factors as quality of management, capital, and surplus
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of a parent company; company underwriting profit and
investment income trends; and company record and reputation
within the industry. The cosmissioner may not make an
affirmative finding of acceptability when the surplus lines
insurer's capital and surplus is less than $3 million,

{ii) in the case of Lloyd's or another similar
unincorporated group of alien individual insurers, the
insurer maintains a trust fund of not less than $50 million
as security to the full amount thereof of capital and
surplus for all policyholders and creditors in the United
States of each member of the group. The trust must comply
with the terms and conditions established in subsection
{l)(b){iv) for alien insurers.

(iii) in the case of an insurance exchange created by
the laws of individual states, the insurer maintains capital
and surplus, or their substantial eguivalent, of not less
than $15 million in the aggregate. Por an insurance exchange
that maintains funds for the protection cof each insurance
exchange policyholder, each individual syndicate shall
maintain minimum capital and surplus, or their substantial
equivalent, of not less than $1.5 million. If the insurance
exchange does not maintain funds for the protection of each
insurance exchange policyholder, each individual syndicate
shall meet the minimum capital and surplus requlrements of

subsection (1l)(b)({i).
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{iv) in the case of an alien insurer, the insurer
maintains in the United States an irrevocable trust fund in
either a national bank or a member of the federal reserve
system, in an amount not less than $1.5 million, for the
protection of all its policyholders in the United States and
such the trust fund consists of cash, securities, or letters
of credit or of investments of substantially the same
character and quality as those which are eligible
investments for the capital and statutory reserves of
insurers authorized to write like kinds of insurance in this
state. Sueh The trust fund, which must be included in any
calculation of capital and surplus or its equivalent, must

have an expiration date which-at-ne-time that may not at any

Lime be less than 5 years. In addition, the alien insurer
must appear on the national assoclation of insurance
commissioners' Non-Admitted Insurers Quarterly Listing.

(c) has provided the commissioner a copy of its current
annual statement, certified by the insurer nc more than 6
months after the close of the period reported upon (or
quarterly if considered necessary by the commissioner), and
which is either:

(i) filed with and approved by the regulatory authority
in the state of domicile of the unauthorized insurer; or

{ii) certified by an accounting or auditing firm

licensed in the jurisdiction of the insurer's state of

_10-.
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domicile.

{2) 1In the case of an insurance exchange, the statement
required by subsection (1){c) may be an aggregate coabined
statement of all underwriting syndicates operating during
the period reported.

{3) iIn addition to meeting the requirements in
subsection {1), an insurer is an eligible surplus 1lines
insurer only if it appears on the most recent list of
eligible surplus lines insurers published at least
semiannually by the commissioner, This subsection does not
require the commissioner to place or maintain the name of
any unauthorized insurer on the liat of eligible surplus
lines insurers. Ne An action may not lie against the
commissioner or an employee of the commissioner for anything
said in issuing the list of eligible surplus lines insurers
referred to in this subsection.

{4) (a) The commissicner may declare an eligible
surplus lines insurer ineligible if at any time the
commissioner has reason to believe that it:

{i) is in unsound financial condition;

{ii) is no longer eligible under subsections (1) through
(3):

{iii) has willfuliy violated the laws of this state; or

{iv) does not make reascnably prompt payment of Jjust

losses and claims in this state or elsewhere.
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(b) The commissioner shall promptly mail notice of all
such declarations to each surplus lines insurance producer.

{5) As used in this section, the following definitions
apply:

(a) "Capital", as used in the tinancial requirements of
this section, means funds invested in For stocks or other
evidences of ownership.

{b) "Surplus“, as used in the financial requirements of
this section, means funds over and above 1liabilities and
capital of the insurer for the protection of policyhalders.*

Section 6. section 33-2-312, MCA, is amended to read:

¥33-2-312. vPenalty for failure to file statement, pay
tax, or pay stamping fee. (1) A surplus lines inmsurance
producer who fails to make and file the annual statement as
required under 33-2-310 or to pay the taxes as required
under 33-2-311 is liable to a penalty of $25 for each day of
delinguency, commencing with April 1. The tax and penalty
may be recovered in an action instituted by the commissioner
in the name of the state in any court of competent
jurisdiction, the attorney general representing him the

commigsioner. The penalty when collected, unless collected

by a justice's court, shait must be paid to the state
treasurer and placed to the credit of the general fund. The
surplus lines insurance producer license is also subject to

revocation as provided in 33-2-313.

_12-
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{2) If a surplus lines insurance producer doea not pay
the stamping fee provided for in 33-2-321 before-it-is——due,
the commissioner or the surplus lines advisory organization
formed pursuant to 33-2-321 may impose a penalty of 25% of
the stamping fee due plus 1.5% a month from the time of
delinguency until the stamping fee is paid.*

Section 7. Section 33-2-313, MCA, is amended to read:

»33-2-313. Revocation or suspension- of producer
license. (1) The commissioner shall revoke or suspend any
surplus lines insurance producer license, together with his
any license as an insurance producer:

{a) if the insurance producer fails to file hie an
annual statement or to remit the tax as required by law;

(b) if the insurance producer fails to keep the records
or to allow the commissioner to examine his the records, as
required by law;

(c) if the insurance producer falsifies the affidavit
required by 33-2-310{3);

fdf--i£—-the--insurenee-—produeer--re-oves—-the—eeaident
sn?p&ua-iincs-in.urnuee-predneer—oif&ee-iren-ehi-—-taeer

fei—-ié-the—-inaufcaee--predueer--renevea-—hhe—-reoident
au!pius—iinea—insurnnee-predueer-efii:e-nceeunhu-and-reeordn
Srom--this-state-during-the-pericd-during-which-the-accounts
lndvrecords-are-required-to—be-l.intained*undee-aa-!-aiatiif

t£3(d) if the insurance producer closes the resident

-13-
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surplus lines insurance producer office for a period of more
than 30 business days, unless the commissioner grants
permission otherwise;

tg93¥{e) if the insurance producer violates any provision
of this part: or

thy(f) for any of the causes for which an insurance
producer's license may be revoked.

{2) The procedures provided by 33-17-1001 for the
suspension or revocation of insurance producer licenses
apply to Bsuspension or revocation of a surplus lines
insurance producer license.

(3) An insurance producer whose license has been aso
revoked or suspended may not again be s® licensed within 1

year thereafter after revocation or suspension or until he

the insurance producer pays all penalties and delinguent

taxes that he-owes are oved."

Section 8. section 33-2-705, MCA, is amended to read:

33-2-705. Report on premiums and other consideration —-
tax. (1) EBach authorized insurer and each Eformerly
authorized insurer with respect to premiums se received
while an authorized insurer in this state shall file with
the commissioner, on or before March 1 each year, a report
in a form as prescribed by the commissioner showing total
direct premium income, including policy, membership, and

other fees, premiums paid by application of dividends,
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refunds, savings, savings coupons, and similar returns or
credits to payment of premiums for new or additional or
extended or renewed insurance, charges for payment of
premium in installments, and all other consideration for
insurance from all kinds and classes of insurance, whether
designated as a premium or otherwise, received by a life
ingurer or written by an insurer other than a life insurer
during the preceding calendar year on account of policies
covering property, subjects, or risks located, resident, or
to be performed in MNontana, with proper proportionate
allocation of premium as to such property, subjects, or
risks in Montana insured under policies or contracts
covering property, subjects, or risks located or resident in
more than one state, after deducting from sueh the total
direct premium income applicable cancellations, returned
premiums, the unabsorbed portion of any deposit premium, the
amount of reduction in or refund of premiums allowed to
industrial life policyholders for payment of premiums direct
to an office cf the insurer, all policy dividends, refunds,
savings, savings coupons, and other similar returns paid or
credited to policyholders with respect to such the policies.
As to title insurance, "premium” inciudes the total charge
for ameh the insurance. No A deduction shait may not be made
of the cash surrender values of policies. Considerations

received on annuity contracts shaii may not be included in

—15-
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total direct premium income and shaii are not be subject to
tax.

{2) CcCoincident with the filing Of the tax report
referred to in subsection (1} abeve, each such insurer shall
pay to the commissioner a tax upon suweh the net premiums
computed at the rate of 2 3/4%.

{3) That portion of the tax paid hereunder under this
section by an inasurer on account of premiums received for
fire insurance shaii must be separately specified in the
report as required by the commissioner, for apportionment as
provided by law. Where When insurance against fire is
included with insurance of property against other perils at
an  undivided premium, the insurer shall make suech a
reasonable allocation from such the entire premium to the
fire portion of the coverage as shai} must be stated in aunch
the report and as may be approved or accepted by the
commissioner.

{(4) With respect to authorized insurers, the premium
tax provided by this section shaii must be payment in full
and in lieu of all other demands for any and all state,
county, city, district, municipal, and school taxes,
licenses, fees, and excises of whatever kind or character,
excepting only those prescribed by this code, taxes on real
and tangible personal property located in this state, and

taxes payable under 50-3-109.

_16..
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{5) The comissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required under this gection,

(6) In addition to the penalty provided for in
subsection (5), the commissioner may impose upon an insurer
who fails to pay the tax required under this section a fine
of $100 a-day-for-each-day-the-tax-remains-unpaid--past-—the
due——date--or-—-iV--of--the--anount—owed-in-taxy-whichever-is

greater plus interest on the delinguent amount at the

interest rate established in 31-1-107.

{7) The commissioner may by rule provide a guarterly
schedule for payment of portions of the premium tax under
this section during the year in which sueh tax liability is

accrued.”

Section 9. Section 33-2-708, MCA, is amended to read:

*33-2-708. Pees and licenses. (1) Except as provided in
33-17-212(2), the commissioner shall collect in advance and
the persons served shall pay to the commissioner the
following fees:

(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
in subsection (l1){b)) and other charter documents, bylaws,

financial statement, examination report, power of attorney

-17-
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to the cosmissioner, and all other docusents and filings
required in connection with the application and for issuance
of an original certificate of authority, if issued:
(A) dOmEeSLiC INSUTErS ...cuiiiveieeesvoscancanass $ 600.00
(B) foreign insurers ........cv00000000cnmeen.. 600.00
{ii) annual continuation of certificate of authority
......... fheeecditerete st ittt tranrta s aacanassnass BO0.00
{iii) reinstatement of certificate of authority
R R R R R L L T T o S 25.00

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

(b} articles of incorporation:

(i) filing original articles of incorporation of a
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 reguired io
be paid toc the secretary of state by a domestic corporation
L T T 25.00

{c) filing bylaws or amendment to bylaws where
TeQUired .. ...iiiiensruistirtoeonncansonnnannonnan PR 10.00

(d) filing annual statement of insurer, other than as
part of application for original certificate of authority
L L R R T T L R T i teraaa R L 25.00

(e) insurance producer's license:

(i) application for original license, including

-1~
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issuance of license, if issued .......cc00000 00000 15.00
{ii) appointment of insurance producer, each insurer
B Y T R R I cesacsnaceas trceesisteasennen 10.00
(iii) temporary license ......ccccovenvnncancras 15.00
(iv) amendment of license (excluding additions to
license) or reissuance of master license ........... 15.00
{f) nonresident insurance producer's license:
(i)} applicaticn for original license, including
issuance of license, if issued ............ ensaceses 100.00
(ii) appointment of insurance producer, each insurer
Cesesatsarratreseenceesas e na st r e B 10.0¢
(iii) annual rengwal of license ........ emeeenss 10.00
(iv) amendment of license ({excluding additions to
license) or reissuance of master license ........... 15.00
{g) examination, if administered by the commigssicner,
for license as insurance producer, each examination
T T e T T I 15.00
{h)} surplus lines insurance producer license:
(i) application for original license and for issuance
of iicense, if isgued ......cccinal hmammeasesas 50.00
(ii) annual renewal of license ...... hemaeranane 50.00
(i) adjuster's license:

(i) application for original license and for issuance

of license, if iBS8uU€d ..seecsessrronceenccccccnnn . 15.00
{ii)} annual renewal of license .......... semenna 15.00
_19_
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(i) insurance wvending machine license, each machine,
each year ..... L N R R R N R T R N I e, 10.00

(k) commissioner's certificate under seal (except when
on certificates of authority or licenses) .......... 10.00

(1) copies of documents on file in the commissicner's
Office, POr PAGE ... ..iiiicetereecranannsenonnsnasese -50

{m) policy forms:

(i) f£filing each policy form ............;...... 25.00

{ii) £iling each application, certificate, enrolliment

form, rider, endorsement, amendment, insert page, schedule
of rates, and clarification of riBkB ....evvnnennees 10.00
(iii) maximum charge if policy and all forms submitted
at one time or resubmitted for approval within 180 days
LI I T T I S S trrsrssssasiraesss 100.00

(n) applicationa for approval of prelicensing education

courses:
(i) reviewing initial application ............ - 150.0¢
(ii) periodic review ...v..eeeveenennonn crereaaa 50.00

(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 that are collected

by-~-him pursuant to Title 33 and the rules adopted under
Title 33.

-20-
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{3) All fees are considered fully earned when received.
In the event of overpayment, only those amcunts in excess of

$10 will be refunded.®

Section 10. section 33-2-1113, MCA, is amended to read:

®33-2-1113, TYransactions with affiliates —— standards.
{1) Material transactions by registered insurers with their
affiliates are subject to the following standards:

{a) The terms must be fair and reasonable.

(b) Charges or fees for services performed must be
reasonable.

{c) Expenses incurred and payments received must be
allocated to the insurer in conformity with customary
insurance accounting practices consistently applied.

{d) The books, accounts, and records of each party must
be-so-maintained-as-¢e clearly and accurately disclose the
precise nature amd details of the transactions, including
sueh any accounting information as-is necespsary to support
the reasonablenesa of the charges or fees to the respective
parties.

(e) The insurer's surplus as regards policyholders
following any dividends or distributions to shareholder
affiliates must be reasonable in relation to the insurer's
outstanding liabilities and adequate to its financial needs.

{(2) (a) The Ecllowing transactions involiving a domestic

insurer and a person in its holding coapany system may not

_21-
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be entered into unless the insurer has notified the
commissioner in writing of its intention to enter into a
transaction and the commissioner has not disapproved it
within at least 30 days prior to the transaction, or a
shorter period as the commissioner may permit:

(i) sales., purchases, exchanges, loans or extensions of
credit, guaranties, or investments if, as of the prior
December 31, the transactions are equal to or exceed:

{A) with respect to insurers other than life insurers,
the lesser of 3% of the insurer's admitted assets or 25% of
its surplus as regards policyholders: and '

(B) with respect to life insurers, 3% of the insurer's
admitted assets;

(ii) loans or extensions of credit to a person who is
not an affiliate if the insurer makes the loans or
extensions of credit with the agreement or understanding
that the proceeds of the transactions, in whole or in
substantial part, are to be used to make lcans or extensions
of credit to, to purchase assetg of, or toc make investments
in an affiliate of the insurer making the loans or
extensions of credit if sweh the transactions, as of the
prior December 31, are equal to or exceed:

(A} with respect to insurers other than life insurers,
the leaser of 3% of the insurer's admitted assets or 25% of

its surplus as regards policyholders;

~-22-
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(B) with respect to life ingurers, 3% of the insurer's
admitted assets;

te¥({iii) reinsurance agreements or modifications to
reinsurance agreements in which the reinsurance premium or a
change in the insurer’'s liabilities egquals or exceeds 5% of
the insurer's surplus as regards pelicyholders, as of the
prior December 31, including those agreements that may
regquire as consideration the transfer of assets from an
insurer to a nonaffiliate, if an agreement or understanding
exists between the insurer and nonaffiliate that a portion
of the assets will be transferred to one or more affiliates
of the insurer;

tB¥(iv) all management agreements, s8ervice contracts,
and cost-sharing arrangements; and

tE¥(v) any material tramsactions, specified by rule,
that the commissioner determines may adversely affect the
interests of the insurer's policyholders.

{b} Nothing in this subsection (2) is considered to
authorize or permit a tramsaction that, in the case of an
insurer that is not a member of the same holding company
system, qould otherwise be coantrary to law.

{3} A domestic insurer may not enter into a transaction
that is part of a plan or series of like transactions with a
person within the holding company system if the purpose of

those separate transactions is to aveid the statutory

-23-
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thresheld amount review. If the commissioner determines that
the separate transactions were entered into over a 12-month
period for the purpose of evading review, he the
commiggicner may exercise his authority under 33-2-1120,

(4) The commissioner, in reviewing a transaction
pursuant to subsection (2), shall consider whether the
transaction complies with the standards set forth in
subsection (1) and whether it may adversely affect the
interests of a policyholder.

(5) The commissioner must be notified within 30 days of
an investment by a domestic insurer in a corporation if the
total investment in the corporation by the insurance holding
company system exceeds 10% of the corporation's voting
securities.

(6) Por purposes of this section, in determining
whether an insurer's surplus as regards policyholders is
reasonable in relation to the insurer's outstanding
liabilities and adequate to its financial needs, the
following factors, among others, must be considered:

(a} the size of the insurer as measured by itg assets,
capital and sgurplus, Treseérves, premium writings, insurance
in force, and other appropriate criteria;

{b} the extent to which the insurer's business is
diversified among the several lines of insurance;

(c) the number and size of risks insutred in each line

-24-
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of business;

{d) the extent of the geographical dispersion of the
insurer's insured risks;

{e} the nature and extent of the insurer's reinsurance
program;

{£} the quality, diversification, and liquidity of the
insurer*s investment portfolio;

(g) the recent past and projected future trend in the
size of the insurer's surplus as regards policyholders;

(h) the surplus as regards policyholders maintained by
other comparable insurers;

(i) the adequacy ©of the insurer's reserves;

{j} the guality and liquidity of investments in
subsidiaries made pursuant to 33-2-1104 through 33-2-1106.
The commissioner may treat any suwch investment as a
disallowed asset for purposes of determining the adeguacy of
surplus as Tregards policyholders whenever in his the
commigsioner's judgment the investment so warrants.®

Section 11. Section 33-3-305, MCA, is amended to read:

=33-3-305. Directors -- number and election. (1) The
affairs of every domestic insurer shai} must be managed by
the number of directors fixed in the insurer's bylaws, which
shaii may not be less than 5 or more than 21 directors.

{2) Directors must be elected from-and by the members

or stockholders of a domestic insurer, except as provided in

-25-
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33-3-306, at sach the time and place and for sueh the terms,
not exceeding 3 years, as may be provided in the insurer's

bylaws. A majority of directors must be elected from the

members or stockholders of the domestic insurer.

(3) The term of a director shall extend until his a
successor has been elected and has gualified.”

Section 12. section 33-4-101, MCA, is amended to read:

*"33-4-101. 8Scope o©Of chapter — provisiona applicable.
{1) The chapter applies Lo:

(a) all domestic mutual hail, fire, and other casualty
insurers of farm property and stock and rural buildings
heretofere formed and immediately prior to January 1, 1961,
lawfully transacting insurance under sections 40-1501
through 40-1517y-and-aii-amendmenta-theretor of the Revised
Codes of Montana, 1947;

() all domestic mutual rural insurers heretofore
formed and immediately prior to January 1, 1961, lawfully
transacting insurance under sections 40-1601 through
40-1625y-and-aii-amendments-theretoy of the Revised Codes of
Montana, 1947;

(c) all insurers hereadéter formed under this chapter.

{2) All sueh insurers gualifying under subsection (1)

may be referred to as “farm mutual insurera".
{3) Nothing--:n--the The insurance laws of this state

ahati-be-deesed--te do not apply to or govern, either

-26~
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directly or indirectly, domestic farm mutual insurers except
as contained or referred to in this chapter.

(4) The following chapters and sections of this title
aiso-ahaii apply to farm mutual insurers to the extent se
applicable and not inconsistent with the express provisions
of this chapter and the reascnable implications of sueh the
express provisions: parts 1, 2, 3, 4, and 7 of chapter 1;
33-2-112; 33-2-501; 33-2-502; 33-2-532 through 33-2-535;
33-2-708; chapter 2, part 13; 33-2-1212; 33-3-218; 33-3-308;
33-3-4D1; 33-3-402; 33-3-431; 33-3-436; and chapter 18."

Section 13. Section 33-4-203, MCA, is amended tc read:

®33—4-203. Approval of articles -— comsencement of
corporate existence. (1) Upon receipt thereof of proposed

articles of incorporation, the commissioner shall forward

the proposed articles of incorporation to the attorney
general for examination. If the attorney general Einds the
articles tco be in accordance with the provisions of this
chapter and not in conflict with the constitution and laws
of the United States of America or of this atate, he the

attorney general shall make a certificate of the facts and

return it with the proposed articles to the commissioner.
{2) If the commissioner deems considers the name of the

proposed corporation to be so similar to one already

appropriated by another company or corporation as to be

likely to mislead the public, be the commissioner shall

-27-
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reject the name applied for and shall notify the

incorporators thereeof of the rejection.

(3) when the proposed articles of incorporation have
been approved by the attorney general, the commissioner

Bhall likewise endorse his the commissioner's approval upon

each set of the articlesy-file-ene-set—in-his-officer and
forward the--other--three four sets of articles to the
incorporators. The incorporators shall file one of sach the
sets of articles with the secretary of state, one set with
the commigsioner bearing the certification of the secretary
of state, and one set with the county clerk of the county
wherein--is-iocated in which the principal place of business
of the corporation is located and shall pay to the secretary
of state and the county clerk the customary filing fees. The
remaining set of articles shaii must be made a part of the
corporation's records.

{4) The corporation shaii-have has legal existence as
sueh upon the approval of the articles by the attorney
general and the commissioner and completion of the filings
referred to in subsection (3) above, but it shaii may not
transact business as an insurer until it has fulfilled the
requirements for and has obtained a certificate of authority
as provided in 33—4—505.'

Saction 14. section 33-11-104, MCA, is amended to read:

‘33—11+10{. Risk retention groups not chartered in this

~-28~-
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state. A risk retention group chartered in a state other
than this state and seeking to do business as a risk
retention group in this state must observe and abide by the
laws of this state as follows:

{1) Before offering insurance in this state, a risk
retention group shall submit to the commissioner:

(a) a statement identifying the state or states where

the risk retention group is chartered and authorized as a

. casualty insurer, date of chartering, its principal place of

business, and swen other information, including information
on its membership, as the commissioner requires to verify
that the risk retention group is qualified under
33-11-102(7);

{b) a copy of its plan of operation or a feasibility
study and revisions of such the plan or study submitted to
its state of domicile. Bowever, this provision relating to
the submission of a plan of operation or a feasibility study
does not apply with respect to any line or classification of
liability insurance that was defined in the federal Product
Liability Riask Retention Act of 19B1 (15 U.S.C. 3901 through
3904) before it was amended by P.L. 99563, approved on
October 27, 1986, and that was offered before that date by a
risk retention group that had been chartered and operated
for not less than 3 years before that date; and

(c) a statement of registration that designates the

-—29-
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commissioner as its agent for the purpose of receiving
service of legal documents or process.

{2) A risk retention group doing business in this state
shall submit to the commissioner:

{a) a copy of the group's financial statement submitted
to its state of domicile, which must be certified by an
independent public accountant and contain a statement of
opinion on loss and loss adjustment expense reserves made by
a member of the American academy of actuaries or by a
qualified loss reserve specialist under criteria established
by the national association of insurance commissioners;

{b) a copy of each examination of the risk retention
group as certified by the insurance requlatory official of
the state in which the examination was conducted or public
official conducting the examination;

{c) upon request by the commissioner, a copy of any
audit performed with respect to the risk retention group:;
and

(@} sueh any information as may be required to verify
the group's continuing qualification as a risk retention
group under 33-11-102(7).

(3) {a) All premiums paid For coverage within this
state to risk retention groups are subject to taxation at
the same rate and to the same interest, fines, and penalties

for nonpayment that apply to foreign admitted insurers.

-30-
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{b) To the extent that an insurance producer is used,

he the insurance producer shall report and pay the taxes for
the ﬁ:e-iu-s for risks that he-hap are placed with or on
behalf of a risk retention group not chartered in this
state.

{c) To the extent that an insurance producer is not
used or fails to pay the tax, each risk retention group
shall pay the tax for risks insured within the state.
Further, each risk retention group shall report all premiums
paid to it for risks insured within the state.

(4) Each risk retenticn group, its insurance producers.
and its representatives shall comply with Title 33, chaptex
18, part 2,

(5) Each risk retention group shall comply with the
provisions of Title 33, chapter 18, part 2, regarding
deceptive, false, or fraudulent acts or practices, However,
if the cosmissioner seeks an injunction regarding sauch the
conduct, the injunction must be obtained from a court of
competent jurisdiction.

(6) Each risk retention group shall subait to an
examinaktion by the commissioner to determine its fimancial
condition if the insurance regulatory official of the
jurisdiction where the group is chartered has not initiated
an examination or does not initiate an examination within 60

days after a regquest by the commissioner. The examination

-31-

L'- B TS R - T I L R

[ R
N = O

13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0868/01

must be coordinated to avoid unjustified repetition and be
conducted in an expeditious manner in accordance with the.
national association of insurance comamissioners examiners
handbook .

(7) Each policy issued by a risk retention group must
contain, in 1l0-point type on the front page and the
declaration page, the following notice:

"NOTICE

This policy is issued by your risk retention group. Your
risk retention group may not be subject to all of the
insurance laws and regulations of your state. State
inpurance insolvency guaranty funds are not available for
your risk retention group.*

(8) The following acts by a risk retention group are
prohibited:

(a) the solicitation or sale of insurance by a risk
retention group to any person who is not eligible for
membership in the group; and

(b) the solicitation or sale of insurance by or
operation of a risk retention group that is in a hazardous
financial condition or is financially impaired.

(9) A risk retention group is not allowed to 4o
business in this state if an insurer is directly or
indirectly a member or owmer of the risk retention group,

other than in the case of a risk reteantion group all of

-32-
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whose members are insurers.

(10) A risk retention group may not offer insurance
policy c¢overage declared unlawful by the Montana supreme
court.

{11) A risk retention group not chartered in this state

and doing business in this state muse shall comply with a

lawful order issued in a voluntary dissolution proceeding or
in a delinguency proceeding commenced by the insurance
regulatory official of any state if there has been a finding
of financial impairment after an examination under
subsection (6).

(12) Upon completion of registration regquirements, the

commissioner shall issue to_ the risk retention group a

proper certificate of registration.”

Section 15. Section 33-11-108, MCA, is amended to read:

¥33-11-108. MNotice and‘ registration requirements of
purchasing groups. (1) A purchasing group that intends to do
business in this state pshall furnish notice to the
commissioner that:

(a) identifies the state where the group is domiciled;

(b) specifies the lines and classifications of
liability insurance that the purchasing group intends to
purchase;

(c) identifies the insurer from which the purchasing

group intends to purchage its insurance and the domicile of

~33-
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the insurer;

{d) identifies the Montana-licensed insurance producer
or Montana-licensed surplus insurance lines insurance
producer through which the purchasing group intends to pl&ce
its business;

{e) identifies the principal place of business of the
purchasing group; and

(f) provides informaticn required by the commissioner
to verify that the purchasing group is qualified under
33-11-102(6}).

(2) The purchasing group shall register with and
designate the commissioner as its agent solely for the
purpose of receiving service of legal documents or process.
However, such the requirements do mot apply in the case of a
purchasing group:

(a} (i) that was domiciled before April 2, 1986, in any
state of the United States:; and

(ii) that was domiciled on and after October 27, 1986,
in any state of the United States;

(b) (i) that, before October 27, 1986, purchased
insurance from an insurer licensed in any state; and

{ii) that, since October 27, 1986, purchased its
ingurance from an insurer licensed in any state;

(c¢) that was a purchasing group under the requirements

of the federal Product Liability Risk Retention Act of 1981

-34-
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{15 U.58.C. 3901 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

(d) that does not purchase insurance that was not
authorized for purposes of an exemption under the federal
Product Liability Risk Retention Act of 1981, as in effect
before October 27, 19B6.

{3) Upon completion of registration requirements, the

commissioner shall issue a proper certificate of

registration to the purchasing group.”

Saction 16. section 33-14-201, MCA, is amended to read:

*33-14-201. License rsguired -- fee -- renewal of
license. (1) Except as provided in subsection (4), no a
person may not engage in the business of financing insurance
premiums without Ffirst having obtained a 1license as a
premium finance company from the commissioner. Any person
who engages in the business of financing insurance premiums
in the state without obtaining a license as provided under
thia chapter is, upon conviction, guilty of a misdemeanor.

{2) The annual license fee is $100, A license may be
renewed as of January 1 each year, upon payment of the fee
of $100. The license fee phail must be paid to the
commissioner,

(3) The person to whom the license or the renewal

thereof of the license is issued shall file sworn answers,

subject to the penalties of perjury, to  suech any
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interrogatories a8 the commissioner may require, The
commissioner may, at any time, require the applicant fully
to disclose the identity of all stockholders, partners,

officers, and employees, and he the commissioner may, in his

the commissioner's discretion, refuse to issue or renew a

license in the name of any firm, partnership, or corporation
if he---¥s not satisfied that any officer, employee,
stockholder, or partner theresf who may materially influence
the applicant'a_conduct meets the standards of this chapter.

(4) No--persen-—other———than—--a---savings--—-and--——ioan
aooeeiationr-—-banhr——trust—-eo-p-nyy—‘er--iieenaedf—fiaance
companyr-credit-uniony-or-resident-insurance--producer—--whoy
within—-15--days--after-—entering--into-an-insurance-premiom
finance-agreementr-transfera-tha-agreement-to—a-iicensee—or
te-any-of-the-organizations—exempt-under-this-subsection—may
engage~-in--the——business—-oi—-entering—-intor-aeqniringv-or
hoiding-insurance-preaiun-finance-agreenents—unieas-iicensed

to-do-so-by-the-commissioner: This section does not apply to

and a license is not reguired of:

{a) savings and loan associations, banks, trust

companies, licensed £finance companies, credit unions, and

resident insurance producers; or

{(b) a pergon who, within 15 days after entering into an

insurance premium finance agreement, transfers the agreement

to a licensee or to any of the organizations exempt under

-36_
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this subsection (4}."

Section 17. sSection 33-14-305, MCA, is amended to read:
"33-14-305. Return of unearned premiums. {1) Whenever a

financed insurance contract is canceled by a person other

than the insured, the insurer shall process cancellation oOF

the financed imnsurance policy on a pro rata basis. The
insurer shall return whatever gross unearned premiums are
due under the insurance contract to the premium finance
company for the account of the insured or insureds.

{2) If the crediting of the return premiums to the
account of the insured results in a surplus over the amount
due from the insured, the premium finance company shall
refund the excess to the insured, except that sne a refund is

not required if sueh the excess amounts to less than $1."

Section 1B. section 33-15-303, MCA, is amended to read:

*33-15-303. Conteants of policies in general -—-
identification. (1) Every policy shall specify:

(a) the names of the partiea to the contract;

{b) the subject of the insurance;

{c} the risks insured against;

{d) the time when the insurance thereunder under the
policy takes effect and the period during which the
insurance is to continue;

{e) the premium;

(£) the conditions pertaining to the insurance.

-37-
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{2) 1E under the policy the exact amount of premium is
determinable only at stated intervals or termination of the
contract, a statement of the basis and rates upon which the
premium is to be determined and paid shaii muat be included.

(3) Sobsections--{i}--and-t2y-of-this-section-shaii-not
app&y-aa—to—surety-eeneraets—or—te-geoup—inauranee—poiieies=

€4y All policies and annuity contracts issued by

ingurers and the forms thereof of policies and annuity

contracts filed with the commissioner shait must have

printed thereen on_ the policy or annuity contract an

appropriate designating letter or Eigure, or combination of
letters or figures; or teras identifying the regpective
forms of policies or contracts, together with the year of
adoption of sueh the form. Whenever any change is made in
any sueh form, the designating letters, figures, or terms

and year of adoption thereon—-shaii on the form must be

correspondingly changed."

Section 19. section 33-16-106, MCA, is amended to read:

*33-16-106. Examination by commissioner of rating
organizations, admitted insurers, officers, managers,
ingurance producers, and employees — expense. (1) (a) The
commissioner shaiir-at-least-ence-every-S-yeara;—and may, as
often as may be reasonable and necessary, make or cause to
be made an examination of each licensed rating organization.

He The commissioner may, as often as may be reasonable and
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necessary, ®ake or cause to be made an exanination of any
advisory organization or group, aasociation, or other
organization of insurers whiech that engages in joint
underwriting or joint reinsurance.

{b) In lieu of any———such an examination, the
commissioner may accept the report of an examinaticn made by
the insurance supervisory official of another state or by

the national association of insurance commissioners.

(c) In- examining any organization, group, . or
association pursuant to this section, the commissioner shall
ascertain whether aach an  organization, group, oOr
association and, in the case of a rating organization, any
rate or rating system made or used by it, complies with the
requirements and standards of this chapter applicable to it.

{2) The commissioner may, at any reasonable time, make
or cause to be made an examination of every admitted insurer
transacting any class of insurance to which the pravisions
of this chapter are applicable to ascertain whether sueh the
insurer and every rate and rating system used by it for
every class of insurance complies with the requirements and
standards of this chapter applicable therete to it. Sueh The
examination shail may not be a part of a periodic general
examination participated in by representatives of more than
one state.

{3} The officers, managers, insurance producers, and
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employees of any sueh organization, group, association, or
insurer may be examined at any time under oath and shall
exhibit all books, records, accounts, documents, or
agreements governing its method of operation, together with
all data, statistics, and information of every kind and
character collected or considered by sueh an organization,
group, association, or insurer in the conduct of the
operations to which auch the examination relates.

{4) The reasonable cost of any examination authorized
by this article sha*i must be paid by the ocrganization,
group, association, or insurer to be examined."

Section 20. Section 33-17-231, MCA, is amended to read:

"33-17-231. Appointment of insurance producers -—
continuation and termination. (1} Each insurer appointing an
insurance producer in this state shall file with the
commissioner the appointment, specifying the kinds of
insurance to be transacted by the insurance producer for the
insurer, and pay the fee therefer as stated in 33-2-708. Phe
term--of-—the-appeintaent—is—for-i-year-and-runs-from-dune-3
of-each-year-through-May-3i-eof-the-suceeeding-years

{2) Subject-to-annual-renewant-by-the-insurery;—each-such

Each appointment sheati-remain remains in effect until the

insurance producer’s license is revoked or otherwise
terminated unless written notice of earlier termination of

the appointment is filed with the coamigsioner by the
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insurer or the insurance producer. Termination of the

insurer's authority in Montana also terminates the

appointment.

[E}] Annuniiyf—-priee--to—ﬂay-ir-eaeh—innurer-shaii—fiie
wieh—ehe-ee-isaioner—un-a}phabeeieai-iist—in—-ﬂnpiieate-—ef
the—nn-cs—and-addfcnnes—oi—a!i-ita—inauranee-predueers—vhose
nppoint-enea---in--th&a--akate*—nre——to——renain——in——eiieetv
aceo-panied—by—pcr-eat-oi-ehe”nnnu-i-renewai—iee-as-prov&ded
in—aa-i-?aﬂr—At-the-sa-e—ti-e-éhe-inonrer-—uha}}--aiso——iiie
with——the—ee-inntoner—a-terninatien—zeport—oi-aii—&nsnrance
preducera—-houe—nppe&at-znts-in-ehis-stste-are—noe—to—renain
in-effectr

¢4% Subject to the insurance producer's contract
rights, an insurer may terminate an insurance producer's
appointment at any time. The insurer shall promptly give
written notice of such the termination to the commissioner
and to the insurance producer. The comaissioner may require
of-~the--insurer reasonable proof that the insurer has given
sueh notice to the insurance producer.

t54(4) As part of the notice of termination given the
commissioner, the insurer shall file with the commissioner a
statement of the facts relative to the termination and the
cause thereof of termination. Any information or statemant
contained in the notice of termination shaii is not be

admissible as evidence in any action or proceeding against
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the inaurer or any representative thereof of the insurer by
or im on behalf of any person affected by sueh the
termination.”

Section 21. section 33-17-237, MCA, is amended to read:

*33-17-237. Motification of violation or appointment
termipation. (1) Upon the termination of an appointed
insurance producer by an insurer, the insurer shall notify
the insurance department within 30 days in the manner
prescribed by the ingurance department. ¥f-the-reason-of-the
termination—-is-for-any-of-the-causes—-iisted-in-33-17-1601-or
33-25-38iv—the-insurer-shaii-notify-che—insurance-department
ef--the—-reason——-and--the-insurer—-shaiiy-upon-reguest-of-the
insurance-—-departaenty---provide—---informationy;-——documsentay
recordasy--or--other--data-pertaining-to-the-termination-that
say-be-used-by-the-insurance-departnent-in-any-action--taken
pursuant-to-Pitle-33y-chapeer-iy-pare-7=

{2) If the reason for the termination is any of the

causes listed in 33-17-1001 or 33-25-301, the insurer shall

immediately notify the insurance department of the reason.

{3} WwWhenever an insurance company or an employee or

representative of the company has reasonable cause to

believe that a person has violated 33-17-1001 or 33-2%-341,

it is the duty of that entity, upon acquiring the knowledge,

to notify the insurance department and provide the insurance

department with a complete statement of all relevant facts

-42-



["- TN - TN - T R 7 I Y

T I e o
- W N = o

15
16
17
18
19
20
21
22
23
24
25

LC 0868/01

and circumstances.

{4) The insurer, employee, or representative shall,

upon request of the insurance department, provide

information, documents and records, or other data pertaining

to the alleged violation or termination that may be used by

the idinsurance department in any action taken pursuant to

Title 33, chapter 17, part 10,

+23{5) Any information, dccuments, records, or other
data provided pursuant to this section is privileged and
there is no liability on the part of nor may a cause of
action of any nature arise against the insurance department,
the insurance company, or an authorized representative of
either so long as the privileged information is furnished in
good faith.,*

Section 22. section 33-20-10%, MCA, is amended to read:

®33-20-101. Scope. {1} Except as provided in subsection
(2), parts 1 through 5 of this chapter apply only to
contracts of 1life insurance and annuities, other than
reinsurance, group l1ife insurance, and group annuities.

(2) Seetiten Sections 33-20-114 and 33-20-131 eppiies

apply to group life ‘insurance and group annuities.”
Section 23. section 33-20-121, MCA, is amended to read:
=33-20-121. Prohibited provisions — limitations on
liability. (1) A policy of 1life insurance may not be

delivered or issued for delivery in this state if it

—43-
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contains a provision:

(a) for a period shorter than that provided by statute
within w«hich an action at law or in equity may be commenced
on the policy: or -

{(b) that excludes or restricts liability Ffor death
caused in a certain specified manner or occurring while the
insured has a specified status, except that a policy may
contain provisions excluding or restricting coverage as
specified in the policy in the event of death:

(i) as a result, directly or indirectly, of war,
declared or undeclared, or of action by military forces or
of any act or hazard of war or action or of service in the
military, naval, or air forces or in civilian forces
auxiliary thereto or from any cause while a member of
military, naval, or air forces of any country at war,
declared or undeclared, or of any country engaged in
military action;

(ii) as a result of aviation or any air travel ar
flight;

(iii) as a result of a specified hazardous occupation or
occupations;

{iv) while the insured is a resident outside the
continental United States and Canada; or

(v) within 2 years Erom the date of issue of the policy

as a result of auicide, while seriocusly wmentally ill or

—44_
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otherwise., If a life insurance policy contains a dependent
rider, the dependent coverage may be continued upon payment
of the premium for the dependent rider.

(2) A policy that contains an exclusion or restriction
pursuant to subsection (1) must also provide that im the
event of death under the circumstances to which the
exclusion OfF restricflon is applicable, the insurer will pay
an amount not less than a reserve dJdetermined according to
the commigsioner's reserve valuation method on the basis of
the mortality table and interest rate specified in the
policy for the calculation of nonforfeiture benefits (or if

the policy provides does not provide for ne-—-such

noaforfeiture benefits, computed according to a mortality

table and interest rate determined by the insurer and

specified in the policy)y-with or by any other method more

favorable to the policyholder, with adjustment for

indebtedness or dividend credit.

(3) This section does not apply to industrial life
ingurance, group 1life insurance, disability inaurance,
reinsurance, or annuities or to a provision in a life
ingurance policy relating to disability benefits or to
additional benefits in the event of death by accident or
accidental means.

{4) This section does not prohibit a provision that in

the opinion of the commissioner is more favorable to the

-45-
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policyholder than a provision permitted by this section.®
Section 24. Section 33-20-127, MCA, is amended to read:

=33-20-127. Life insurance policy with long-term care

provision or accelerated benefits provision — petiey

summary required. At the time of policy delivery, a poiicy
summary must be delivered to the insured for anm individual
life insurance policy that provides long-term care benefits

or accelerated benefits within the policy or by rider. In

the case of direct response solicitations, the insurer shall
deliver the poiicy summary upon the applicant's request but
no later than the time of policy delivery. In addition to
complying with all applicable requirements, the summary must
also include:

{1) an explanation of how the long-term care benefits

or _accelerated benefita interact with other components of

the policy, including deductions from death benefits;

{2) an illustration of the amount of benefits, the
length of benefits, and the guaranteed lifetime benefits, if
any, for each covered person;

{3) any exclusions, reductions, and limitations en

benefits of long—-term care benefits and accelerated

benefits; and
(4) if applicable to the policy type:
(a) a disclosure of the effects of exercising other

rights under the policy;
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(b) a disclosure of guaranties related to long-term
care costs of insuraace charges; and

{c) current and projected maximum lifetime benefits.™

Section 25. Section 33-20-603, MCA, is amended to read:
"33-20-603. Separate accounts for life insurance or
annuities. (1) Subject to the provisions of subsection (2),
a demeatiec life insurer may establish one or wore separate
accounts and may allocate to such those accounts the amounts
necessary to provide for 1life insurance or annuities and

benefits incidental +¢herets to the life insurance or

annuities, payable in fixed or variable amounts, or both.
The amounts allocated to sueh the accounts may include
without 1limitation proceeds applied under optional modes of
gsettlement or under dividend options.

{2) Separate accounts for life insurance or annuities
established under the .provisions of subsection (1) are
subject to the following:

(a) The income, gains, and losses, realized or
unrealized, from assets allocated to a separate account must
be credited to or charged against the account, without
regard to other income, gains, or losses of the insurer.

(b) Except as provided Cfor reserves for guaranteed
benefits and funds in subsection (c}):

(i) amounts allocated toc a separate account and

accumulations therean on the separate account may be
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invested and reinvested in any class of investment
authorized under Title 33, chapter 2, part B, if limitations
under 313-2-806 on investments in stocks are not applicable;

{ii) the investmsents in the separate account or accounts
may not be considered in applying the investment limitations
otherwise applicable to the investments of the insurer.

{c) Except with the approval of the commissioner and
under conditions relating to investments and other
prescribed matters as——he-~-preseribes that recognize the
guaranteed nature of the benefits provided, reserves for
benefits guaranteed as to amount and duration and for funds
guaranteed as to principal amount or stated rate of interest
may not be maiptained in a separate account.

(d) Unless otherwise approved by the commissioner,
assets allocated to a separate account must be valued at
their markst value on the date of valuation or, if there is
no readily available market, as provided under the terms of
the contract or the rules or other written agreement
applicable to that separate account; however, unless
otherwise approved by the cosmmiasioner, the portion, if any,
of the assets of that separate account equal to the
insurer's reserve liability with regard to the guaranteed
benefits and funds referred to in subsection {c) must be
valued in accordance with the laws and rules otherwise

applicable to the insurer's asseta,

-4B-
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{(e) Amounts allocated to a separate account in the
exercise of the power granted by this part must be owned by
the insurer, and the ingsurer may not be or hold itself out
to be a trustee with respect to those amounts. If and to the
extent provided under applicable contracts, that portion of
the assets of a separate account equal to the reserves and
other contract 1liabilities with respect to the account are
not chargeable with liabilities arising out of any other
business the insurer may conduct.

{£) (i) Ne A sale, exchange, or other transfer of
assets may not be made by an insurer between any of its
aeparate accounts or between any other investment account
and one or more of its separate accounts unless:

(A) in case of a transfer into a separate account, the
transfer is made solely to establish the account or to
éupport the operation of the contracts with respect to the
separate account to which the transfer is made; or

{B) the tranafer, whether into or from a separate
account, is made by a transfer of cash or by a transfer of
securities having a readily determinable market value and
the transfer of securities is approved by the commissioner.

(ii) The commimsioner may approve other transfers among

these accounts if, in his the commissioner's opinion,

transfers would not be inequitable.

(g) To the extent an insurer considera it necessary to
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comply with any applicable federal or atate laws, the
insurer, with respect to any separate account, including
without limitation any separate account that is a management
investment company or a unit investment trust account, may
provide, for persons bhaving an interest therein in the
account, appropriate voting and other rights and special
procedures for the conduct of the business of that account,
including without limitation special rights and procedures
relating to investment policy, investment advisory services,
selection of independent public accountants, and selection
of a committee, the members of which need not be otherwise

affiliated with the insurer, to manage the business of that

account . "
Section 26. sSection 33-22-101, MCA, is amended to read:
“33-22-101. Exceptions to scope. Nothing-in-parts Parts
1 through 4 of this chapter, except 33-22-107, 33-22-111,
33-22-114, 33-22-125, 33-22-130, 33-22-13%, 33-22-132,

[section 34}, and 33-22-304, wshai} do not apply to or
affect:

{1) any policy of 1liability or workers' compensation
insurance with or without supplementary expense coverage
therein;

(2) any group or blanket policy;

(3) 1life jinsaurance, endowment, or annuity contracts or

contracts supplemental contracts that theeceto-whieh contain

—50-



[V S-S Y T T, B S PR S

TV
- O

12
13
14
15
16
17
i8
19
20
21
22
23
24

25

LC 0Bé68/01

only aunch those provisions relating to disability insurance
as: '

{a) provide additional benefits in case of death or
dismemberment or loss of sight by accident or accidental
means; Or

{(b) operate to safeguard sueh contracts against lapse
or to give a special surrender value or special benefit or
an annuity in the event that the insured or annuitant
becomes totally and permanently disabled, as defined by the
contract or supple-eptal contract;

(4) reinsurance.™

Section 27. sSection 33-22-130, MCA, is amended ta read:

*33-22-130. Coverage for adopted children from time of
placement -~ preexisting conditions. (1) Each group and
individual disability policy, certificate of insurance, or
membership contract that is delivered, issued for delivery,
renewed, extended, or modified in this state and-—tchat
provides——coverage—-for--a-—familty--nember-of-the-insured-or
subseriber must provide coverage for an adopted child of the
insured or subscriber to the gsame extent as for natural
children of the insured or subscriber.

{2) The coverage required by this section must be
effective from the date of placement for the purpose of
adoption and must continue unless the placement is disrupted

prior to legal adoption and the child is removed from
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Placement. Coverage at the time of placement wmwust include
the necessary care and treatment of medical conditions
existing prior to the date of placement.

{3) As used in this section, "placement”™ means
placement for adoption as defined in 40-8-103."

Section 2B. section 33-22-131, MCA, is amended to read:

“33-22-131. Coverage for phenylketonuria treatment. (1)
Each group or individual disability policy, certificate of
insurance, and membership contract that is delivered, issued
for delivery, renewed, extended, or modified in this state
and—-that—-prcvides—-eoveeage--for——n-—Eu-iiy-—le-ber—of-the
tnsured--or--subseriber must provide coverage for the
treatment of phenylketonuria.

(2) ¥For the-—pupose IpOsSes of this section,
“treatment” means licensed professional mwedical services
under the supervision of a physician and a dietary formula
product to achieve and maintain normalized blood levels of
phenylalanine and adequate nutritional status.

(3) These 3services are subject to the terms of the
applicable group or individual disability policy,
certificate, or wmembership contract that establishes
durational limits, dollar limits, deductibles, and copayment
provisions as long ae the terms are not less favorable than

for physical illness generally,.”

Section 29. section 33-22-132, MCA, is amended to read:
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%33-23-132, Coverage for mammography examinations. (1)
Each group or individual disability policy, certificate of
insurance, and membership contract that is delivered, issued
for delivery, renewed, extended, or modified in this state
and-that-ptevides-—eeveruge--ior--a—-Ean&!y—--clber—-of——the
insured--or—-subseriber must provide minimum mammography
examination coverage.

{2) For the purpose of this section, “"minimum
mammography examination" means:

{a) one baseline mammogram for a woman who is 35 years
of age or older and under 10 vears of agej;

(b) a mammogram every 2 years for any woman who is 40
years of age or older and under 50 years of age or more
frequently if recosmended by the woman's physician; and

(¢} a wmammogram each year for a woman who is S50 years
of age or older.

(3) These-servicea-are-subject—to A mininum $70 payment
or the actual charge if the charge is less than $70 must be

made for each mammography gxamination ggrfor-ed before the

application of the terms of the applicable group oOr
individual disability policy, certificate of insurance, Or
membership contract that establish durational limits,
deductibles, and copayment provigions as long as the terms
are not less favorable than for physical illness generally.

Aﬂ--ini-ns--9?0--pcy-ent—-nuee-—be—lnde—Eer—each---ogr-phy
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examination-performeds"

Section 30. Ssection 33-22-201, MCA, ie amended to read:

“33-22-201. Pormat amd content., No A policy of
digability insurance shaii may not be delivered or issued
for delivery to any person in this state unless it otherwise
complies with this code and complies with the following:

(1) The entire money and other considerations therefor
for the policy shai: must be expressed therein in the
pelicy.

{2) The time when the insurance takes effect and
terminates shail must be expressed therein in _the policy.

(3) Ze-shali-purpert-to The policy may insure only one
person, except that a policy may insure, originally or by
subsequent amendment, upon the application of an adult
menber of a family who shaii-be-deemed is the policyhaolder,
any two or more eligible members of that family, including
husband, wife, dependent children or any children under a
specified age which-shail that may not exceed 19 years, and
any other person dependent updn the policyholder.,

(4) The style, arrangement, and overali appearance of
the policy shei} may not give me undue prominence to any
portion of the text, and every printed portion of the text
of the policy and of any endorsements or attached papers
shai} must be plainly printed in lightfaced type of a style

in general use, the sBize of which skai: must be uniform and
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not less than 10 point with a lowercase, unspaced alphabet
length not less than 120 point.

{5) The “"text" shaii must include all printed matter
except the name and address of the insurer, name or title of
the policy, the brief description, if any, and captions and
subcaptions.

(6) The exceptions and reductions of indemnity shai
must be set forth in the policy and, other than those
contained in 33-22-204 through 33-22-215 and 33-22-217

through 33-22-231, shaii must be printed, at the insurer's
option, either included with the benefit provision to which
they apply or under an appropriate caption such as
"Bxceptions® or "Exceptions and Reductions®, except that if
an exception or reduction specifically applies only to a
particular benefit of the policy, a atatement of sueh the
exception or reduction shakk must be included with the
benefit provision to which it applies.

(7} Each sueh form, including riders and endorsements,
shat: must be identified by a form number in the lower
left-hénd corner of the first page thereof of the form.

(8) The policy shall may not contain ne a provision
purporting to make any portion of the charter, rules,
constitution, or bylaws of the insurer a part of the policy
unless such the portion is set forth in Eull in the policy,

except in the case of the incorporation of or reference to a
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statement of rates or classification of risks or short-rate
table filed with the commissioner.

(9) EBach individual disability policy. except for a
single-premium nonrenewable policy, issued for delivery in
this state on or after January 1, 1980, shail must contain a
notice stating in substance that if the person to whom the
policy is issued is not satisfied for any reason, he the
person is permitted to return the policy within 10 days of
its delivery, or such a longer period as the policy may
provide, and to have réfunded the amount of the premium
paid. A policy returned pursuant to this subsection is woid
from the beginning."* .

Section 31. Section 33-22-202, MCA, is amended to read:

®33-22-202. Required provisions -— captions -
omigsions — substitutions -- order. (1) Except as provided
in subsection (2) beilow, each sueh policy delivered or
issued for delivery to any person in this state must contain
the provisions specified in 33-22-204 through 33-22~215, in
the words in which the same provisions appear, except that
the insurer may, at its option, substitute for one or more
of such the provisions corresponding provisions of different
wording approved by the commissioner which are in each
instance not less favorable in any respect to the insured or
the beneficiary. Each sueh provision must be preceded

individually by the applicable caption shown or, at the
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option of the insurer, by such the appropriate individual or
group captions or subcaptions as the commissioner may
approve.

{2) If any sueh provision is in whole or in part
inapplicable to or inconsistent with the coverage provided
by a particular form of policy, the insurer, with the
approval of the commissioner, shall omait from such the
policy any inapplicable provision or part of a provision and
shall modify any inconsistent provision or part of a
provision in sech a manner as to make the provision as
contained in the policy consistent with the coverage
provided by the policy.

{3] The provisions whieh that are the subject of
33-22-204 through 33-22-215 and 33-22-217 through 33-22-232

or any corresponding provisions which are used in-lien
thereof in accordance with such the cited sections shaii
must be printed in the consecutive order of the provisions
in such the sections or, at the option of the insurer, any
sueh provision may appear as a unit in any part of the
policy with other provisions to which it may be 1logically
related, provided that the resulting policy shai} is not be
in whole or in part unintelligible, uncertain, ambiguous,
abstruse, or likely to mislead a person to whom the policy

is offered, delivered, or lgsued."

Section 32. section 33-22-1703, MCA, is amended to
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read:

®33-22-1703. Definitions. Rs used in this part, the
following definitions apply:

(1) *“Ewmergency services” means services provided after
suffering an accidental bodily injury or the sudden onset of
a medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain) that without
immediate medical attention the subscriber or insured could

reasonably expect that:

{a) his the subscriber's or insured's health would be

in serious jeopardy;

{(b) hés the subscriber's or insured's bodily functions

would be seriousaly impaired; or

(c) a bodily organ or part would be seriously damaged.

{2) "Health benefit plan" wmeans the health insurance
policy or subscriber arrangement between the insured ox
subscriber and the nealth care insurer that defines the
covered services and benefit levels available.

{(3) "Health care insurer™ means:

{a) an insurer that provides disability insurance as
defined in 33-1-207;

(b} a health service corporation as defined in
33-30-101;

{c}) a health maintenance organization as defined in
33-31-102;
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(@) a fraternal benefit society as described in
33-7-105; or

{(e) an—aduinistrater-as-defined-in-33-13-10;-or

t£4 any other entity regulated by the commissioner that
provides health coverage.

{4) “Health care services" means health care services
or products rendered or sold by a provider within the scope
of the provider's license or legal authorization or services
provided under Title 33, chapter 22, part 7.

(5) "Insured” means an individual entitled to
reimbursement for expenses of health care services under a
policy or subscriber contract issued or administered by an
insurer,

{(6) “Preferred provider™ means a provider or group of
providers who have contracted to provide specified health
care services.

{7) "“Preferred provider agreement™ means a contract
between or on behalf of a health care insurer and a
preferred provider.

(8) "Provider" means an individual or entity licensed
or legally authorized to provide health care services or
services covered within Title 23, chapter 22, part 7.

{9) “Subscribe:r” means a certificate holder or other
person on whose bebalf the health care insurer is providing

or paying for health care coverage.”
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Section 33. section 80-2-203, MCA, is amended to read:
"80-2-203. Participation in program - tax. (1) Any

taxpayers A taxpayer or asaociatiens an association of

taxpayers engaged in the growing of crops other than
specified herein in_ this part or other agricultural or
horticultural products subject to injury or destruction by
hail may, by their individual or joint election filed with
and approved by the board of hail insurance, accept the
provisions of this part and elect to become subject therete
to _this_party. and-—-in——such--event-sueh The risks may be
classified by the board and suitable levies may be imposed
as may-be agreed upon by the board and seeh the taxpayerss.
whereupon-such The taxpayers shaii-be are entitled to the
benefits and protection afforded by the insurance provisions
of this part.

(2) Every farmer taxpayer who signifies his a desire to
become Bubject to the provisions of this part shall file in
the office of the county assessor the properly filled out
form not later than August 15 and shaii-be is chargeable
with the tax hereinmfter provided for on lands growing crops
subject to injury or destruction by hail and shall share in
the protection and benefits under the hail insurance
provisions of this part. Bueh The application for hail
insurance shaii-be is in full force and effect at neen 12:01

a.m. the day immediately following the acceptance of the
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same application by the county assessor.

(3) This part shatk may not be a0 construed as to
empover anyone except the actual owner of the land to make
such the land subject to the hail tax provided in this
part.”

NEW SECTION. Section 34. Preexisting conditions. (1) A
policy or certificate of disability insurance may not
exclude coverage for a condition for which medical advice or
treatment was recommended by or received from a provider of
health care services unless the condition occurred Uithin 5
years preceding the effective date of coverage of an insured
person. The condition may only be excluded for a maximum of
12 months.

{2) An insurer may use an application form designed to
elicit the complete health history of an applicant and, on
the basis of the answers on that application, perform
underwriting in accordance with the insurer's established
underwriting standards.

NEW SECTION. Section 35. Repealer. Sections 133-17-206
and 33-22-216, MCA, are repealed.

REW SECTION. Section 38, codification instruction.
[Sectian 34] is intended to be codified as an integral part
of Tigle 33, chapter 22, part 1, and the provisions of Ticle

33, chapter 22, part 1, apply to [mmsction 34]}.

NEW BECTION. Section 37. Effective date. [Section 33

-fle=

1

LC 0868/01

and this section] are effective on passage and approval.

—End-

-62-
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3 WE Aﬁl'l'on

4

. S

5 A BILL FOR AN ACT ITLED: “AN ACT GENERALLY REVISING THE
6 LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB
7 SERVICE COMPANIES; nﬁvxsmc THE EFFECTIVE DATE PROVISION FOR
a HAIL INSURANCE: AMENDING SECTIONS 33-1-316, 33-1-501,
.9 33-2-302, 33-2-305, 33-2-307, 33-2-312, 33-2-313, 33-2-705,
10 33-2-708, 33-2-1113, 33-3-305, 33-4-101, 33-4-203,
11 33-11-104, 33-11-108, 33-14-201, 33-14-305, 33-15-303,
12 33-16-106, 33-17-231, 33-17-237, 33-20~101., 33-20-121,
3 33-20-127, 33-20-603, 33-22-101, 33-22-130, 33-22-131,
14 33-22-132, 33-22-201, 33-22-202, 33-22-1703, AND B80-2-203,
15 MCA; REPEALING SECTIONS 33-17-206 AND 33-22-216, MCA; AND
16 PROVIDING EFFECTIVE DATES."

17

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

19 Section 1. Section 33-1-316, MCA, is amended to read:

20 *33-1-316. Testimony compelled —— immunity Erom
21 prosecution. A person may not be excused from attending and
22 testifying or producing any evidence upon any examination,
23 investigation, or hearing conducted by or under authority of
24 the commissioner on the ground that his the persgon's
25 testimony or the evidence required eof--him may tend to
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SENATE STANDIRG COMMITTEE REPORT
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March 17, 1993

MR. PRESIDENT:

We, your committee on Business and Industry having had under
consideration House Bill No. 545 (first reading copy -- blue),
respectfully report that House Bill No. 545 be amended as follows
and as so amended be concurred in.

Signed:
Senato hn JJ.D." Lynch, Chair

That such amendments read:

1l. Title, line 8.
Following: “SECTIONS"
Insert: "15-16-601,"

2. Title, line 15.
Following: “SECTIONS™
Insert: "15-1-505,"
Following: ™33-17-206"
Ingert: *,"

3. Page 61, following line 18.

Insert: "Section 35. Section 15-16-601, MCA, is amended to read:
"15-16-601. Taxes or penaltiea illegally collected or
duplicate taxes to be refunded. (1) (a) A taxpayer is entitled to

a refund on:

{i} taxes, interest, penalties, or costs paid more than
once or erroneously or illegally collected if an appeal pursuant
to 15-1-402 was not avallable;

{ii) the taxes paid for which a refund is allowed under 15-
16-612 or 15-16-613; or

(iii) the portion of taxes paid that were mistakenly
computed on government bonus or subsidy received by the taxpayer.

(b) Subiject to the provisions in subsections (4) and (5).
the county treasurer may, by order of the board of county
commissioners, pay the refund to the taxpayer.

{2) (a) The refund applies to any payment that has been
made to the state treasurer as provided in 15-1-504 if the board
of county commissioners determines that a portion of the money
paid should be refunded as provided in this section.

{b) The board of county commissioners may corder the county
treasurer to refund to the taxpayer the portion of the taxes,
interest, penalties, and costs paid to the state treasurer.

. - a !
friing—thereportrequited—byI51—5¢Tcertify to—the—state
audtror—irthe—formas—the—stateauditor-may prescribe—the
smountsTefunrded—in—thenext—settiemert—of—the—~county—treasurer
Mm - Amd, Coord. anch
Ih Sec. of Senate Segator Carrying Bill 601130SC.Sma
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(3) When a part of the taxes, interest, penalties, or costs
referred to in this section were levied in behalf of a school
district or municipal or other public corporation and collected
by the county treasurer, the taxes must be refunded upon the
order of the board of county commissioners.

(4} (a) An order for the refund of any taxes, interest,
penalties, or costs under this section may not be made except
upon a claim filed by the taxpayer who has paid the taxes,
interest, penalties, or costs or his guardian or, in case of his
death, by his executor cr administrator.

(b) A taxpayer may file a claim for taxes, interest,
penalties, or cogts paid during the immediately preceding 10
years after the date when the second half of the taxes would have
become delinguent if the taxes had not been paid.

(c) Except as provided in subsections (6) and (7), if a
refund pursuant to subsection (1) is ordered, the board of county
commissioners shall order a refund for taxes illegally collected
or for any duplicate taxes paid during the immediately preceding
10 years regardless of when the taxes were first illegally
collected or when the duplicate taxes were first paid.

(5) (a) In the order to refund taxes as provided in
subsection (4)(c), the board of county commissicners shall
determine the method of repayment. The board may:

{i} refund the entire amount due the taxpayer within 60
days after the date of the order; or

(ii) refund the amount due the taxpayer in annual
installments, for a period not to exceed 10 years.

{b) If the refund is made in annual installments as
provided in subsection (5)(a){ii), the taxpayer is entitled to
interest on the unpaid balance at the greatest interest rate in
effect on October 1 of each year of the installment period
received on public money invested by the county as provided in
Title 7, chapter 6, part 2; Title 7, chapter 6, part 27; or 17-6-
204.

{c¢) 1In satisfying the requirements of subsection
{5){a)(ii), the first annual installment must be paid within 60
days after the date of the order by the bocard of county
commissioners, Subsequent annual installments must be paid on the
first business day following October 1 of the year the
installment is due.

{d) The treasurer shall bill and the taxing jurisdiction
shall refund to the treasurer that portion of the annual
installment of the taxpayer refund and costs for which the taxing
jurisdiction is proratably responsible.

(6) The board of county commissioners shall refund any tax,
penalty, or interest collected as a result of an error in the

SENATE
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description or location of real property or improvements or for
any duplicate taxes paid as determined by the department of
revenue. The refund is subject to the provigions of subsections
(4) and (5}.

{7) The bocard of county commissioners shall refund any net
or gross proceeds tax, penalty, or interest when the department
of revenue notifies the board that an overpayment occurred. The
department shall determine the amount of overpayment. The refund
is subject to the provisions of subsecticns (4) and (5), but no
refund may be granted for any taxes paid mcore than 5 years prior
to the date the claim was received.

{8) All refunds ordered to be paid by the board of county
commissioners must be paid by the county treasurer out of the
general fund of the county, and the county treasurer shall then
make transfers from other county funds and f£rom state, school
district, and other public corporation funds in his possession as
may be necessary to reimburse the county general fund for
payments made from the fund.

(9) Upon the entering of judgment under 15-2-306, the
county commissioners of the affected county shall order a refund
of the portion of the taxes that the state tax appeal board has
judged should be refunded.""

Renumber: subsequent sections

4, Page 61, line 19.
Following: “Sections”
Insert: "15-1-505,"
Following: *“33-17-206"
Insert: ","
_END_

601130SC.Sma
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1 HOUSE BILL NO. 545 1 testimony or the evidence required eof--him may tend to
2 INTRODUCED BY TUSS, LYNCH, DEBRUYCKER, 2 incriminate him or subject him the person to a penalty or
3 COCCHIARELLA, KENNEDY, T. NELSON, GAGE, MESAROS 3 forfeiture. However, compeited tegstimony or evidence
4 BY REQUEST OF THE STATE AUDITOR 4 compelled following a claim of privilege against
5 5 self-incrimination or any information directly or indirectly
6 A BILL FOR AN ACT ENTITLED: "AN ACT CENERALLY REVISING THE 6 derived from compelled testimony or evidence may not be used
7 LAWS RELATING TO THE REGULATION OF INSURERS ARD MOTOR CLUB 7 against the person in a criminal prosecution. The
8 SERVICE COMPANIES; REVISING THE EFFECTIVE DATE PROVISION FOR 8 commissioner may grant immunity from prosecution for or on
9 HAIL INSURAMCE; AMENDING SECTIONS 15-16-601, 33-1-316, 9 account of any act, occurrence, transaction, matter, or
10 33-1-501, 33-2-302, 33-2-305, 33-2-307, 33-2-312, 33-2-313, 10 other thing concerning which a person ¢s--compeitied-te
11 33-2-705, 33-2-708, 33-2-1113, 33-3-305, 33-4-101, 33-4-203, 11 eestify testifies if the commissioner determines that the
12 33-11-104, 33-11-108, 33-14-201, 33-14-305, 33-15-303, 12 ends of Jjustice would be served by granting the additional
13 33-16-106, 33-17-231, 33-17-237, 33-20-101, 33-20-121, 13 immunity. Immunity does not extend to prosecution or
14 3131-20-127, 33-20-603, 33-22-101, 33-22-130, 33-22-131, 14 punishment faor £false statements by the person that are
15 33-22-132, 33-22-201, 33-22-202, 33-22-1703, AND 80-2-203, 15 contained in the-compeited testimony or evidence given under
16 MCA; REPEALING SECTIONS 15-1-505, 33-17-206, AND 33-22-216, 16 this part.”
17 MCR; AND PROVIDING EFFECTIVE DATES." 17 Section 2. Section 33-1-501, MCA, is amended to read:
18 18 =33-1-501. Piling and approval of forms. (l} Ne An
19 BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA: 19 insurance policy or annuity contract form, certificate,
20 Section 1. Section 33-1-316, MCA, is amended to read: 20 enrollment form, application form, printed rider or
21 7 ®*33-1-316. Testimony compelled - immunity from 21 endorsement form, or form of renewal certificate may not be
22 prosecution. A person may not be excused from attending and 22 delivered or issued for delivery in Mcntana unless the form
23 testifying or producing any evidence upon any examination, 23 has been filed with and approved by the commissioner and the
24 investigation, or hearing conducted by or under authority of 24 regulatory official of the state of domicile of the insurer,
25 the commissioner on the ground that his Lthe person's 25 if required. This provision does not apply to surety bonds
-2- HB 545
@..w REFERENCE BILL
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or policies, riders, endorsements, or forms of unigue
character designed for and used with relation to insurance
upon a particular subject or that relate to the manner of
distribution of benefits or to the reservation of rights and
benefits under life or disability insurance policies and are
used at the request of the individual policyholder, contract
holder, or certificate holder. As-te-ferms Forms for use in
property, marine (other than ocean marine and foreign trade
coverages), casualty, and surety insurance coveragesr——éhe
fiiing——required--by--ehis»subaection may be made filed by a
rating organization on behalf of its members and
subscribersy-—bue--this--previston-does-not-prohibit or by a
member or subscriber frem-£iting-a-form on its own behalf.

{2) The Eiling must be made not less than 60 days in
advance of delivery. Approval of a form by the commissioner
constitutes a waiver of any unexpired portion of the walting
period. The commissiocner may extend by not more than an
additional 60 days the period within which he the
commissioner may approve or disapprove a form by giving
notice of the extension before expiration of the initial
60-day period. The commissioner may at any time, after
notice and for cause shown, withdraw any approval.

{3) An order of the commissioner dipapproving a form or
withdrawing a previous approval must state the grounds for

disapproval or withdrawal in sufficient detail to inform the

-3- HB 5495
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insurer.

{4) The commissioner may by-erder exempt £from the
requirements of this section, fer so long as he the
commissioner considers proper, an insurance document, form,
or type of document or form specified in-the-erder to which,

in hits the commissioner's opinion, this section may not

practicably be applied or the filing and approval of which

are, in his the commissioner's opinion, not desirable or

necessary for the protection of the public.

{5} This section applies to a form used by a domestic
insurer for delivery in a jurisdiction outside Montana if
the insaurance supervisory official of the Jjurisdiction
informs the commissioner that the form is not subject to
approval or disapproval by the official and upon the
commissioner's order requiring the form to be submitted to

mim the commisgioner for the purpose. The same standards

apply to these forms as apply to forms for domestic use,

(6) This section and 33-1-502 do not apply to:

(a) reinsurance:

(b) policies or contracts not issued for delivery in
Montana or delivered in Montana, except as provided in
subsection (5);

{c} ocean marine and foreign trade insurances.

{7) Except as provided in chapter 21, group

certificates that are delivered or issued for delivery in

—4- HB 545
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Montana for group insurance peolicies effectuated and
delivered outside Montana but covering persons resident in
Montana must be E£iled with the commissioner upon his

request."

Section 3. section 33-2-302, MCA, is amended to read:
*33-2-302. Conditions precedent to sale of surplus
lines insurance. Insurance may be procured through a
licensed surplus lines insurance  producer from an
unauthorized insurer if:
{1} the insurer is an eligible surplus lines insurer;
{2) the--fuii--ameunt--or--kind--of-insnrance-cannot-be
obtained-from—anthorized-insurerss-Fhe-fuli-ameunt—-or--kind
ocf--insurance-may-be-procured-£from-an-eitgibie-surpius-iines
insurer-if-the—rnsurance-producer-makes—-—a--diiigent--search
among--the-—insurers-—-who-are-authorized-to-transact-and-are
acturtly-—transacking—-the——particutar--kind--and--ciass—-of
insurance—in-this-state-and-eannot-obtain-the-fuit-amoune-or
kind-of-insurance-from—an-avthorized-insurers the line of

insurance or the full amount of the line of insurance cannot

be obtained from authorized insurers;

13) the producing insurance producer makes a diligent

effort to place the business with a minimum of three

insurers authorized and actually transacting that line of

buginess in this state. If fewer thapn three insurers are

authorized and actually transacting the line of business in

-5=- HB 545
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this state, diligent effort must be met by searching this

lesger market.

¢3¥{4] the insurance is not se procured for the purpose

of securing sdvantages-either-as-ta:

ta) a lower premium rate than would be accepted by an

authorized insurer; or

(b) an advantage in terms of the insurance contract;
and

t4¥(5) all other requirements of this PArt are met."

Section 4. section 33-2-305, MCA, is amended to read:

"33-2-305. Licensing of surplus lines insurance
producer -- fee and bond. (1) A Person may not procure a
contract of surplus lines insurance with an unauthorized
insurer unless ke the person is licensed as a propertyy and
casualtyy-and-surety insurance producer and possesses a
current surplus 1lines insurance license issued by the

commissioner.

{2) The commissioner shall issue a surplus 1lines
insurance license to any qualified holder of a current
propertys and Casualtyr—--and--surety insurance producer
license only if the insurance producer has:

(a) remitted to the commissioner the annual fee
prescribed by 33-2-708;

(P) submitted to the commissioner a completed license

application on a form supplied by the commissioner;

—6- HB 545
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(c) been licensed as a propertyr and casualtyy~-and
suseky insurance producer continuously for 5 years or more;
and

(d) filed with the commissioner and thereafter for as
long as the license remains in effect kept in force a bond
in favor of the state of Montana in the amount of $10,000,
with authorized corporate sureties approved by the
commissioner. The bond must be conditioned that the
insurance producer will conduct business under the license
in accordance with the provisions of The Surplus Lines

Insurance Law and that he the insurance producer will

promptly remit the taxes provided in 33-2-31l. The bond may
not be terminated unless the surety gives the surplus lines
insurance producer, the producing insurance producer, and
the commissioner at least 30 days' prior written notice
thereof of termination.

{3) The license expires on April 1 after its date of
issue. A surplus lines insurance producer shall renew the
license on or before March 1 of each year upon payment of
the annual renewal fee prescribed in 33-2-708. A surplus
lines insurance producer who fails to apply for a renewal of
the license on or before March 1 shall pay a fine of $100
before the commissioner renews the license.

{4) A corporation is eligible to be licensed as a

surplus lines insurance producer if:
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(a) the corporate license lists the individuals within
the corporation who have satisfied the requirements of this
part to become surplus lines insurance producers; and

(b) only those individuals listed on the corporate
license transact surplus lines insurance."

Section 5. section 33-2-307, MCA, is amended to read:

*33-2-307. Requirements for eligible surplus lines
insurers. {1) A surplus lines insurance producer may not
pPlace insurance with an unauthorized insurer unless, at the
time of placement, the unauthorized insurer:

(a) has established satisfactory evidence of goad
reputation and financial integrity:; and

(b) |is gualified under one of the following
subsections:

(i) the insurer maintains capital and surplus or its
eguivalent under the laws of its state of domicile, which
equals the greater of:

{A) the mninimum capital and surplus requirements of
33-2-109 and 33-2-110; or

(B) S2:5-miilion-on-Aprii-17#7-19867-and-$3-5-mitiion-on

Apri3-37y-1990--After-Aprit-1+7y--1996y--an $3 million. An

ingurer possessing less than $4 million subeapite: capital
and surplus may satisfy the requirements of this subsection
upon an affirmative finding of acceptability by the

commissioner, The commissioner's finding must be based upon

-8- HB 545
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such factors as quality of management, capital, and surplus
of a parent company; <company underwriting profit and
investment income trends; and company record and reputation
within the industry. The commissioner may not make an
affirmative finding of acceptability when the surplus lines
insurer's capital and surplus is less than $3 million.

(ii) in the case of Lloyd's or another similar
unincorporated group of alien individual insurers, the
insurer maintains a trust fund of not less than $50 million

as security to the full amount theseof of capital and

surplus for all policyholders and creditors in the United
states of each member of the group. The trust must comply
with the terms and conditions esatablished in subsection
{1){b}(iv) for alien insurers.

(iii) in the case of an insurance exchange created by
the laws of individual states, the insurer maintains capital
and surplus, or their substantial equivalent, of not less
than $15 million in the aggregate. For an insurance exchange
that maintains funds for the protection of each insurance
exchange policyholder, each individual syndicate shall
maintain minimum capital and surplus, Or their substantial
equivalent, of not less than $1.5 million. If the insurance
exchange does not maintain funds for the protection of each
insurance exchange policyhclder, each individual syndicate

shall meet the minimum capital and surplus requirements of

-9- HB 545
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subgection (l){b){(i).

{iv) in the case of an alien insurer, the insurer
maintains in the United States an irrevocable trust fund in
either a national bank or a member of the federal reserve
system, in anp amount not less than §1.5 million, for the
protection of all its policyholders in the United States and
sueh the trust fund consists of cash, securities, or letters
of credit or of investments of substantially the same
character and guality as those which are eligible
investments for the capital and statutory reserves of
ingurers authorized to write like kinds of insurance in this
state, Sueh The trust fund, which must be included in any
calculation of capital and surplus or its equivalent, must

have an expiration date whiteh-at-no-time that may not at any

time be 1less than 5 years. In addition, the alien insurer
must appear on the national association of insurance
commissioners' Non-Admitted Insurers Quarterly Listing.

(c) has provided the commissioner a copy of its current
annual statement, certified by the insurer no more than 6
months after the close of the period reported upon {or
quarterly if considered necessary by the commissioner), and
which is either:

(i) filed with and approved by the regulatory authority
in the state of domicile of the unauthorized insurer; or

(ii) certified by an accounting or auditing firm

-10- HB 545
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licensed in the jurisdiction of the insurer's state of
domicile.

{2} In the case of an insurance exchange, the statement
required by subsection {l}{c) may be an aggregate combined
statement of all underwriting syndicates operating during
the peried reported.

{3) In addition to meeting the reguirements in
subsection (1), an insurer is an eligible surplus lines
insurer only if it appears on the most rtecent 1list of
eligible surplus lines insurers published at least
semiannually by the commissioner. This subsection does not
require the commissioner to place or maintain the name of
any unauthorized insurer on the 1list of eligible surplus
lines insurers. Ne An action may not 1lie against the
commigssioner or an employee of the commissioner for anything
said in issuing the list of eligible surplus lines insurers
referred to in this subsection.

{4) (a) The commissioner may declare an eligible
surplus lines insurer ineligible if at any time the
commissioner has reason to believe that it:

{i) is in unsound financial condition;

(ii) is no longer eligible under subsections (1} through
(3):

({iii) has willfully violated the laws of this state; or

{iv) does not make reasonably prompt payment of just

-11- HB 545
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losses and claims in this state or elsewhere.

(b} The commissioner shall promptly mail notice of all
such declarations to each surplus lines insurance producer.,

{5) As wused in this section, the following definitions
apply:

{a) “Capital”, as used in the financial requirements of
this section, means funds invested in for stocks or other
evidences of ownership.

(b) "Surplus", as used in the financial requirements of
this section, means funds over and above liabilities and
capital of the insurer for the protection of policyholders."

Section 6. section 33-2-312, MCA, is amended to read:

*33-2-312. Penalty for failure to file statement, pay
tax, or pay stamping fee. (1) A surplus lines insurance
producer who fails to make and file the annual statement as
required under 33-2-310 or to pay the taxes as required
under 33-2-311 is liable to a penalty of $25 for each day of
delinguency, commencing with April 1. The tax and penalty
may be recovered in an action instituted by the commissioner
in the name of the state in any court of competent
jurisdiction, the attcrney general representing him the
commissgioner. The penalty when collected, unless collected
by a justice's court, shait must be paid to the state
treasurer and placed to the credit of the general fund. The

surplus lines insurance producer licensge is also subject to

-12- HB 545
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revocation ag provided in 33-2-313.

(2} If a surplus lines insurance producer does not pay
the stamping fee provided for in 33-2-321 before-it-is-due,
the commissioner or the surplus lines advisory organization
formed pursuant to 33-2-32]1 may impose a penalty of 25% of
the stamping fee due plus 1.5% a month £from the time of
delinquency until the stamping fee is paigd."

Section 7. Section 33-2-313, MCA, is amended to read:

®33-2-313. Revocaticn or suspension of -producet
license. (1) The commissioner shall revoke or suspend any
surplus lines insurance producer license, together with his
any license as an insurance producer:

(a) if the insurance producer fails to file his an
annual statement or to remit the tax as required by law;

(b) if the insurance producer fails to keep the records
or to allow the commissioner to examine his the records, as
required by law;

(c)y if the insurance producer falsifies the affidavit
required by 33-2-310(3);

tdy-—if-the--insurance--producer--removes—-the-—resident
surptus-Iines—insurance-producer-office-from-this-scates

te}—-if-—the—-insurance--producer--removes--the-resident
surpius-iines-insurance-producer-sffice-accounts-and-records
Erom-this-state-during-the-period-during-which-the--accounts

and-records-are-required-to-be-matntained-under-33-2-318{}y+
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t€y{d} if the insurance producer closes the resident
surplus lines insurance producer office for a period of more
than 30 business days, unless the commissioner grants
permission otherwise;

t9¥ie) if the insurance producer violates any provision
of this part; or

thy(f) for any of the causes for which an insurance
producer's license may be revoked.

(2) The procedures provided by 33-17-1001 for the
suspension or revocation of insurance producer licenses
apply to suspension or revocaticon of a surplus lines
insurance producer license,

(3) An insurance producer whose license has been se
revoked or suspended may not again be se licensed within 1

year thereafter after revocation or suspension or until he

the insurance producer pays all penalties and delinguent

taxes that he-owes are owed."

Section B. section 33-2-705, MCA, is amended to read:

33-2-705. Report on premiums and other consideration --
tax. (1) Each authorized insurer and each formerly

authorized insurer with respect to premiums se received
while an authorized insurer in this state shalil file with
the commissioner, on or before March 1 each year, a report
in a form as prescribed by the commissioner showing total

direct premium income, including policy, membership, and
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other fees, premiums paid by application of dividends,
refunds, savings, savings coupons, and similar returns or
credits to payment of premiums for new or additicnal or
extended or renewed insurance, charges for payment of
premium in installments, and all other consideration for
insurance from all kinds and classes of insurance, whether
designated as a premium or otherwise, received by a life

insurer or written by an insurer other than a 1life insurer

during the preceding calendar year on account of policies

covering property., subjects, or risks located, resident, or
to be performed in Montana, with proper proportionate
allocation of premium as ta such property, subjects, or
risks in Montana insured under policies or contracts
covering property, subjects, or risks located or resident in
more than one state, after deducting from sueh the total
direct premium income applicable cancellations, returned
premiums, the unabsorbed portion of any deposit premium, the
amount of reduction in or refund of premiums allowed to
industrial life policyholders for payment of premiums direct
to an office of the insurer, all policy dividends, refunds,
savings, savings coupons, and other similar returns paid or
credited to policyholders with respect to sweh the policies.
As to title insurance, “"premium” includes the total charge
for ameh the insurance. Ne A deduction shaii may not be made

of the cash surrender values of policies. Considerations
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received on annuity contracts shat: may not be included in
total direct premium income and shaii are not be subject to
tax.

(2) Coincident with the filing of the tax report
referred to in subsection (1) above, each such insurer shall
pay to the commissioner a tax upon sueh the net premiums
computed at the rate of 2 3/4%,

(3) That portion of the tax paid hereunder under this
section by an insurer on account of premiums received for
fire insurance shait must be separately specified in the
report as regquired by the commissioner, for apportionment as
provided by law. where When insurance against fire is
included with insurance of property against other perils at
an undivided premium, the insurer shall make sueh a
reasonable allocation from suek the entire premium to the
fire portion of the coverage as sha}t must be stated in sueh
the report and as may he approved or accepted by the
commissioner. 7

(4) With respect to authorized ingurers, the premium
tax provided by this section shati must be payment in full
and in 1lieu of all other demands for any and all state,
county, c¢ity, district, municipal, and school taxes,
licenses, fees, and excises of whatever kind or character,
excepting only those prescribed by this code, taxes on real

and tangible persconal property located in this state, and
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taxes payable under 50-3-109.

{s) The commissioner may suspend or revoke the
certificate of authority of any insurer which fails to pay
its taxes as required under this section.

(6) In addition to the penalty provided for in
subsection (5), the commissioner may impose upon an insurer
who fails to pay the tax required under this section a fine
of 5100 a-dny-ior—each—day-the-tax-remaina—unpaid-past—the
dne*dnte-Of—i%-of—the—-amount—-owed——in—-eexrﬂ—whéchever——is

greater plus interest on the delinguent amount at the

interest rate eatablished in 31-1-107.

(7) The commissioner may by rule provide a quarterly
schedule for payment of portions of the premium tax under
this section during the year in which such tax liability is

accrued.”

Section 9. Section 33-2-708, MCA, is amended to read:

#33-2-708. PFees and licenses. (1) Except as provided in
33-17-212(2}, the commissioner shall collect in advance and
the persons served shall pay to the commissicner the
following fees:

{a) certificates of authority:

(i) for filing applications for original certificates
of authority, articles of incorporation (except original
articles of incorporaticn of domestic insurers as provided

in subsection (l)(b)) and other charter documents, bylaws,
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financial statement, examination report, power of attorney
to the commissicner, and all other documents and filings
required in connection with the application and for issuance
of an original certificate of authority, if issued:

(A) domestic INSUreIS ..-.u..svisencnncinssrsess $ 600.00

{B) foreign iNnSUIerS ...u.itsssasrasevssssces-s 600,00

(ii) annual continuation of certificate of authority
emsebtiesesesnasteststtanans et ttesaece s eaaanan ... 600.00
(iii) reinstatement of certificate of authority
R R R R R T “hemas 25,00

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

(b) articles of incorporation:

{i} filing original articles of incorporation of a

domestic insurer, exclusive of fees required tc 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

LI T I LI I I AT R R

cecanserman 25.00
(c) filing bylaws or amendment to bylaws where

reguired ......

e r e eemeiasarer e A e 10.00
{d) filing annual statement of insurer, other than as

part of application for original certificate of authority

e seemm et aas et ettt 25.00

(e) insurance producer's license:
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(1) application for original license, including
jssuance of license, if issued .......... [ 15.00
{ii) appointment of insurance producer, each insurer
R crseensars 10.00
(iii) remporary license ........ecevuncens seer e 15.00
{iv) amendment of license (excluding additions to
license) or reissuance of master license ....an... e 15.00
{f) nonresident insurance producer's license:
(1) application for original license, including
issuance of license, if issued ......... tesrseseesas 100,00
(ii) appointment of insurance producer, each insurer
cessasemaman Crseressseeannaas tetesecessnanany YRR 10.00
{iii) annual renewal of license .......... enenn 10.00
(iv)} amendment of license (excluding additions to
license) or reissuance of master license sesseeens ‘e 15.00
(g) examination, if administered by the commissioner,
for license as insurance producer, each examination
R R R R R R 15.00
{h) surplus lines insurance producer license:
{i) application for original license and for issuance
of license, if issued ...eccccisrrrcscscnccaniaanres 50.00
(ii) annual renewal of license ........... cesaee 50.00
(i} adjuster's license:
(i) application for original license and for issuance

of license, if issued ......ivvvemnne. cerstar s 15.00
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(ii) annual renewal of license ........cccceceo- 15.00

(j) insurance vending machine 1license, each machine,

each year

P R R R T 10.00
(k) commissioner's certificate under seal (except when

on certificates of authority or licenses) ......c... 10.00
{1) copies of documents on file in the commissioner's

OFficCe, PEr PAQE +.iivevevacttsveastssovssasnsasssan .50

{m) policy forms:

(i) €filing each policy fOIM .vivennrnvrnnsnnsns 25.00

(ii) filing each application, certificate, enrocllment

form, rider, endorsement, amendment, insert page, schedule

of rates, and clarification of risks ... i vveevevrne 10.00

(i1ii) maximum charge if policy and all forms submitted
at one time or resubmitted for approval within 180 days
.................................................... 10G.00

{n) applications for approval of prelicensing education
courses:

{i) reviewing initial application .....¢sevs... 150,00

{ii) periodic review .......icevierrncencannnnas 50.00

(2) The commissicner shall promptly deposit with the
state treasurer to the credit of the general fund of this
state all fines and penalties, those amounts received
pursyant to 33-2-311, 33-2-705, and 33-2-706, and any fees
and examination and miscellaneous charges that are collected

by-him pursuant to Title 33 and the rules adopted under
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Title 33.
(3) All fees are considered fully earned when received.
In the event of overpayment, only those amounts in excess of

$10 will be refunded."”

Section 10. section 33-2-1113, MCA, is amended to read:

“33-2-1113. Transactiong with affiliates —— standards.
{l) Material transactions by registered insurers with their
affiliates are subject to the following standards:

(a) The terms must be fair and reasonable.

{b) Charges or fees for services performed must be
reasonable.

(c) Expenses incurred and payments received must be
allocated to the insurer in conformity with customary
insurance accounting practices consistently applied.

(d) The books, accounts, and records of each party must
be--se--mmintained-as-te clearly and accurately disclose the
precise nature and details of the transactions, including
such any accounting information as-is necessary to support
the reasonableness of the charges or fees to the respective
parties.

(e} The insurer's surplus as regards policyholders
following any dividends or distributions to shareholder
affiliates must be reasonable in relation to the insurer's
outstanding liabilities and adequate to its financial needs.

(2) {a) The following transactions involving a domestic
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insurer and a person in its holding company system may not
be entered into unless the insurer has notified the
commissioner in writing of its intention to enter into a
transaction and the commissioner has not disapproved it
within  at least 30 days prior to the transaction, or a
shorter period as the commissioner may permit:

{i) sales, purchases, exchanges, loans or extensions of
credit, guaranties, or investments if, as of the prior
December 31, the transactions are equal to or exceed:

(A} with respect to insurers other than life insurers,
the lesser of 3% of the insurer's admitted assets or 25% of
its surplus as regards policyholders; and

(B) with respect to life insurers, 3% of the insurer's
admitted assets:

(ii) loans or extensions of credit to a person who is
not an affiliate if the insurer makes the loans or
extensions of credit with the agreement or understanding
that the proceeds of the transactions, in whole or in
substantial part, are to be used to make loans or extensions
of credit to, to purchase assets of, or tc make investments
in an affiliate of the insurer making the loans or
extensions of credit if suweh the transactions, as of the
prior December 31, are equal to or exceed:

{A) with respect to insurers other than life insurers,

the lesser of 3% of the insurer's admitted assets or 25% of
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its surplus as regards policyholders;

(B) with respect to life insurers, 3% of the insurer's
admitted assets;

{ey(iii) reingurance agreements Or modifications to
reinsurance agreements in which the reinsurance premium or a
change in the insurer's liabilities equals or exceeds 5% of
the insurer's surplus as regards policyholders, as of the
prior December 31, including those agreements that may
require as consideration the transfer of assets from an
insurer to a nonaffiliate, if an agreement Or understanding
exists between the insurer and nonaffiliate that a portion
of the assets will be transferred to one or more affiliates
of the insurer;

¢B3(iv) all management agreements, service contracts,
and cost-sharing arrangements; and

tBy({v) any material transactions, specified by rule,
that the commissioner determines may adversely affect the
interests of the insurer's policyholders.

(b) Nothing in this subsection (2} is congidered to
authorize or permit a transaction that, in the case of an
insurer that is not a member of the same holding company
system, would otherwise be contrary to law.

{3) A domestic insurer may not enter intoc a transaction
that is part of a plan or series of like transactions with a

person within the holding company system if the purpose of
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those separate transactions is to avoid the statutory
threshold amount review. If the commissioner determines that
the separate transactions were entered into over a 12-month
period for the purpose of evading review, he the
commissioner may exercise his authority under 33-2-1120.

{4) The commissioner, in reviewing a transaction
pursuant to subsection (2), shall consider whether the
transaction complies with the standards set forth in
subgsection (1) and whether it may adversely affect the
interests of a policyholder,

(5) The commissioner must be notified within 30 days of
an investment by a domestic insurer in a corporation if the
total investment in the corporation by the insurance holding
company system exceeds 10% of the corporation's voting
securities.

{6} PFor purposes of this section, in determining
whether an insurer's surplus as regards policyholders |is
reasonable in relation to the insurer's outstanding
liabilities and adequate to its financial needs, the
following factors, among others, must be considered:

(a) the size of the insurer as measured by its assets,
capital and surplus, reserves, premium writings, insurance
in force, and other appropriate criteria;

(b} the extent to which the insurer’'s business is

diversified among the several lines of insurance;
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{c) the pumber and size of risks insured in each line
of business;

{d) the extent of the geographical dispersion of the
insurer's insured risks;

{e) the nature and extent of the insurer's reinsurance
program;

(£} the quality, diversification, and liquidity of the
insurer's investment portfolio:

{g) the recent past and projected future trend in the
size of the insurer's surplus as regards policyholders;

(h) the surplus as regards policyholders maintained by
other comparable insurers;

{i) the adeguacy of the insurer's reserves;

(j) the quality and liquidity of investments in
subsidiaries made pursuant to 33-2-1104 through 33-2-1106.
The commissioner may treat any sueh investment as a
disallowed asset for purposes of determining the adequacy of
surplus as regards policyholders whenever in his the
commissioner's judgment the investment so warrants.”

Section 11. Section 33-3-305, MCA, is amended to read:

“33-3-305. Directors —— number and election. (1} The
affairs of every domestic insurer shai® must be managed by
the number of directors fixed in the insurer's bylaws, which
shat: may not be less than 5 or more than 21 directors.

(2) Directors must be elected frem-and by the members
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or stockholders of a domestic insurer, except as provided in
33-3-306, at sueh the time and place and for suech the terms,
not exceeding 3 years, as may be provided in the ingurer's

bylaws. A majority of directors must bhe elected from the

members or stockholders of the domestic insurer.

{3) The term of a director shall extend until his a

successor has been elected and has gqualified.”
Section 12. Section 33-4-101, MCA, is amended to read:

*33-4-101. Scope of chapter -- provisions applicable.
{1) The chapter applies to:

(a) all domestic mutual hail, fire, and other casualty
insurers of farm property and stock and rural buildings
heretofaore formed and immediately prior to January 1, 1961,

lawfully transacting insurance under sections

40-1501
through 40-15177-and-ati-amendments-therets; of the Revised

Codes of Montana, 1%47;

(b) all domestic mutuwal rural insurers herecofore
formed and immediately prior to January 1, 1961, lawfully
transacting insurance under sections 40-1601

40-16257-and-ati-amendmenta-therets; of the Revised Codes of

through

Montana, 1947;

{c) all insurers hereafter formed under this chapter.

{2) All suveh insurers gualifying under subsection (1)

may be referred to as "farm mutual insurers".

(3) Nothing-in-the The insurance 1laws of this state
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shaii--be--deemed--to do not apply to or govern, either
directly or indirectly, domestic farm mutual insurers except
as contained or referred to in this chapter.

(4) The following chapters and sections of this title
aiso--~shait apply to farm mutual insurers to the extent so
applicable and not inconsistent with the express provisions
of this chapter and the reasonable implications of such the
express provisions: parts 1, 2, 3, 4, and 7 of chapter 1;
33-2-112; 33-2-501; 33-2-502; 33-2-532 through 33-2-535;
33-2-708; chapter 2, part 13; 33-2-1212; 33-3-218; 33-3-308;
33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 18."

Section 13. Ssection 33-4-203, MCA, is amended to read:

*33-4-203. Approval of articles -- commencement of
corporate existence. (1) Upon receipt theresf of proposed

articles of incorporation, the commissioner shall forward

the proposed articles of incorporation to the attorney
general for examination. If the attorney general finds the
articles to be in accordance with the provisions of this
chapter and not in conflict with the constitution and laws
of the United States of America or of this state, he the

attorney general shall make a certificate of the facts and

return it with the proposed articles to the commissioner.
(2) If the conmissioner deems considers the name of the
proposed corporation to be so similar to one already

appropriated by another company or corporation as to be
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likely to mislead the public, he the commissioner shall

reject the name applied for and shall notify the

incorporators thereef of the reijection.

{3) When the proposed articles of incorporation have
been approved by the attorney general, the commissioner

shall 1likewise endorse his the commissioner's approval upon

each set of the articlesy-fite-one-set-in—-pis--offices and
forward t¢he—-other——three four sets of articles to the
incorporators. The incorporators shall file one of sueh the
sets of articles with the secretary of state, one set with
the commissioner bearing the certification of the secretary
of state, and one set with the county clerk of the county
wherein-is-toeated in which the principal place of business
of the corporation is located and shall pay to the secretary
of state and the county clerk the customary filing fees. The
remaining set of articles she:: must be made a part of the
corperation's records.

(4) The corporation shati-have has legal existence a=s
sueh upon the approval of the articles by the attorney
general and the commissioner and completion of the filings
referred to in subsection (3} abeve, but it skaii may not
transact business as an insurer until it has fulfilled the
requirements for and has obtained a certificate of authority

as provided in 33-4-505."

Section 14. section 33-11-104, MCA, is amended to read:
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%33-11-104. Risk retention groups not chartered in this
atate. R risk retention group chartered in a state other
than this state and seeking to do business as a risk
retention group in this state must observe and abide by the
laws of this state as follows:

{1) Before offering insurance in this state, a risk
retention group shall submit to the commissioner:

(a) a statement identifying the state or states where
the risk retention group is chartered and authorized as a
casualty insurer, date of chartering, its principal place of
business, and suen other information, including information
on its membership, as the commissioner requires to verify
that the risk retenticn group is qualified wunder
33-11-102{7);

{by a copy of its plan of operation or a feasibility
study and revisions of such the plan or study submitted to
its state of domicile, However, this provision relating to
the submission of a plan of operation or a feasibility study
does not apply with respect to any line or classification of
liability insurance that was defined in the federal Product
Liability Risk Retention Act cof 1981 {15 U.S.C. 3901 through
3904) before it was amended by P.L. 99-563, approved on
October 27, 1986, and that was offered before that date by a
risk retention group that had been chartered and operated

for not less than 3 years before that date; and
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{c) a statement of registration that designates the
commissioner as its agent for the purpose of receiving
service of legal documents or process.

{2) A risk retention group doing business in this state
shall submit to the commissioner:

{a) a copy of the group's financial statement submitted
to its state of domicile, which must be certified by an
independent public accountant and contain a statement of
opinion on loss and loss adjustment expense reserves made by
a member of the American academy of actuaries or by a
gqualified loss reserve specialist under criteria established
by the national association of insurance commissioners;

{b) a copy of each examination of the risk retention
group as certified by the insurance regulatory official of
the state in which the examination was conducted or public
official conducting the examination;

(c) wupon request by the commissioner, a copy of any
audit performed with respect to the risk retention group;
and

(d) suer any information as may be required to verify
the group's continuing qualification as a risk retention
group under 33-11-102{7).

(3) (a) All premiums paid £for coverage within this
state to risk retention groups are subject to taxation at

the same rate and to the same interest, fines, and penalties
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for nonpayment that apply to foreign admitted insurers.
{b) To the extent that an insurance producer is used,

he the insurance producer shall report and pay the taxes for

the premiums for risks that he-has are placed with or on
behalf of a risk retention group not chartered in this
state.

(c) To the extent that an insurance producer is not
used or Fails to pay the tax, each risk retention group
shall pay the tax for risks insured within the state.
Further, each risk retention group shall report all premiums
paid to it for risks insured within the state.

{4) Each risk retention group, its insurance producers,
and its representatives shall comply with Title 33, chapter
18, part 2.

(5) Each risk retention group shall comply with the
provisions of Title 33, chapter 18, part 2, regarding
deceptive, false, or fraudulent acts or practices. However,
if the commissioner seeks an injunction regarding such the
conduct, the injunction must be obtained from a court of
competent jurisdiction.

(6) Bach risk retention group shall submit to an
examination by the commissioner to determine its financial
condition if the insurance regulatory official of the
jurisdiction where the group is chartered has not initiated

an examination or does not initiate an examination within 60
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days after a request by the commissioner. The examination
must be coordinated to avoid unjustified repetition and be
conducted in an expeditious manner in accordance with the
national association of insurance commissioners examiners
handbook .

{7) Each policy issued by a risk retention group must
contain, in 10-point type on the front page and the
declaration page, the following notice:

“NOTICE

This policy is issued by your risk retention group. Your
risk retention group may not be subject to all of the
insurance laws and regulations of your state. State
insurance insolvency guaranty funds are not available for
your risk retention group.*

(8) The following acts by a risk retention group are
prohibited:

(a) the solicitation or sale of insurance by a risk
retention group to any person who is not eligible Ffor
membarship in the group: and

(b) the solicitation or sale of insurance by or
operation of a risk retention group that is in a hazardous
financial condition or is financially impaired.

(9) A risk retention group is not allowed to do
business in this state if an insurer is directly or

indirectly a member or owner of the risk retention group,
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other than in the case of a risk retention group all of
whose members are insurers.

(10) A risk retention group may not offer insurance
policy coverage declared unlawful by the Montana supreme
court,

(11} A risk retenticon group not chartered in this state
and doing business in this state must shall comply with a
lawful order issued in a voluntary dissoclution proceeding or
in a delinguency proceeding commenced by the insurance
regulatory official of any state if there has been a finding
of financial impairment after an examination under
subsection (6).

{12} Upon completion of registration requirements, the

commuissioner shall issue to the risk retention group a

proper certificate of registration.”

Section 15. Section 33-11-10B, MCA, is amended to read:

"33-11-108. Notice and registration requirements of
purchasing groups. {1) A purchasing group that intends to do
business in this state shall furnish notice to the
commissioner that:

{a} identifies the state where the group is domiciled;

(b} specifies the lines and classifications of
liability insurance that the purchasing group intends to
purchase;

{c) identifies the insurer from which the purchasing
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group intends to purchase its insurance and the domicile of

the insurer;

(d) identifies the Montana-licensed insurance producer

or Montana-licensed surplus insurance 1linea insurance

producer through which the purchasing group intends to place

its business;

(e} identifies the principal place of business of the

purchasing group; and

(f) provides information required by the commissioner

to verify that the Purchasing group is qualified
33-11-102(86}.

under

(2) The purchasing group shall register with angd

designate the commissioner as its agent solely for the

purpase of receiving service of legal documents or process.

However, sueh the requirements do not apply in the case of a

purchasing group:

(a) (i) that was domiciled before April 2, 1986, in any

State of the United States; ang
(ii) that was domiciled on and after October 27, 1986,

in any state of the United States;

{b) (i} that, before October 27, 1986, purchased
insurance from an insurer licensed in any state; and

{ii) that, since October 27, 1988, purchased its

insurance from an insurer licensed in any state;

(c) that was a purchasing group under the regquirements
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of the federal Product Liability Risk Retention Act of 1981
(15 U.S.C. 3901 through 3904) before it was amended by P.L.
99-563, approved on October 27, 1986; and

{d} that does not purchase insurance that was not
authorized for purposes of an exemption under the federal
Product Liability Risk Retention Act of 1981, as in effect
before October 27, 1986.

(3) Upon completion of registraticn requirements, the

commissioner shall issue a proper certificate of

registration to the purchasing group.”

Section 16. sSection 33-14-201, MCA, is amended to read:

*33-14-201. License required -~ fee -- renewal of
license, (1) Except as provided in subsection (4), ne a
person may not engage in the business of financing insurance
premiums without first having obtained a license as a
premium finance company from the commissioner., Any person
who engages in the business of financing insurance premiums
in the state without obtaining a license as provided under
this chapter is, upon conviction, guilty of a misdemeanor.

{2) The annual license fee is $100. A license may be
renewed as of January 1 each year, upon payment of the fee
of $100. The license fee shax must be paid to the
commissioner.

{3) The person to whom the license or the renewal

theresf of the license is issued shall file sworn answers,
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subject to the penalties of perjury, to s=much any
interrogatories as the commissioner may require, The
comnigsioner may, at any time, require the applicant fully
to disclose the identity of all stockholders, partners,

officers, and employees, and he the commissioner may, in his

the commissioner's discretion, refuse to issue or renew a

license in the name of any firm, partnership, or corporaticn
if he——-$s not satisfied that any officer, employee,
stockholder, or parther thereef who may materially influence
the applicant's conduct meets the standards of this chapter.

(4) Nu——-person---other——-than—-—a---savings——and——ioan
associationy--bankr--trust--companyr--or--liecensed-——finance
eompany7-—credie--unionr—nr—residenb—insuranee—predueer-whey
wéthin—i5—daya—a£ter——entering-—iaeo——an—-inaurance—~premium
£inanee-—egfeementv—tranafets-the—agreenent~be-a-iicensee-er
te—any—ei—the—organi:ationa—exempt-under—this—aubaecticn-may
engage—in-the——business--of--entering——intor--aequfringf-—or
helding-insurance-premivm-£finance-agreements—untass-licensed

to-do-so-by-the-commissiener: This section does not apply to

and a license ig not required of:

{a) savings and loan associations, banks, trust

companies, licensed finance companies, credit unions, and

regident insurance producers; or

{b) a person who, within 15 days after entering into an

insurance premium finance agreement, transfers the agreement
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to a licensee or to any of the organizations exempt under

this subsection (4)."

Section 17. Ssection 33-14-305, MCA, is amended to read:
"33-14-305. Return of unearned premiums. (1) Whenever a

financed insurance contract is canceled by a person other

than the insured, the insurer shall process cancellation of

the financed insurance pelicy on a pro rata basis, The
insurer shall return whatever gross unearned premiums are
due under the insurance contract to the premium finance
company for the account of the insured or insureds.

(2) If the crediting of the return premiums to the
account of the insured results in a surplus over the amcunt
due from the insured, the premium finance company shall
refund the excess to the insured, except that ne a refund is
not required if such the excess amounts to less than $1."

Saction 18. section 33-15-303, MCA, is amended to read:

*33-15-303. Contents of policies in general -
identification. (1) Every pelicy shall specify:

{a) the names of the parties to the contract;

{b) the subject of the insurance;

(c) the risks insured against;

{d) the time when the insurance thereunder under the

policy takes effect and the period during which the
insurance is to continue;

{e) the premium;
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(f) the conditions pertaining to the insurance.

{2) If wunder the policy the exact amount of premium is
determinable only at stated intervals or termination of the
contract, a statement of the basis and rates upon which the
premium is to be determined and paid shaii must be included.

(3 Bubaections-f}}—und-fﬂi—of—this-seehion—*shaii——not
appiy—as'te-su:ety-centfacts—or-to-group—insurance-poiiciesr

t4% All policies and annuity contracts issuyed by

insurers and the forms theresf of policies and annuity

contracts filed with the commissioner shall must have

printed thereem on the policy or amnuity contract an

appropriate designating letter or figure, ar combination of
letters or figures, or terms identifying the respective
forms of policies or contracts, together with the year of
adoption of sueh the form. Whenever any change is made in
any such form, the designating letters, figures, or terms

and year of adoption ehereon--shail on the form must be

correspondingly changed,®

Section 19. Section 33-16-106, MCA, is amended to read:
"33-16-106. Examination by commissioner of rating
organizations, admitted insurers, officers, managers,
insurance producers, and employees -- expense. (1) {a) The
commissioner shaiir—at—ieast—once-every—s—yeara?—and may, as

often as may be reasonable and necessary, make or cause to

be made an examination of each licensed rating organization.
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He The commissioner may, as often as may be reasonable and

necessary, make or cause to be made an examination of any
advisory organization or group, association, or other
organization of insurers which that engages in joint
underwriting or joint reinsurance.

(b) 1In lieu of any———such an examination, the
commissioner may accept the report of an examinaticn made by
the insurance supervisory official of another state or by

the national association of insurance commissioners.

(c) In examining any organization, group. or
association pursuant to this section, the commissioner shall
ascertain whether sueh an organization, group, or
association and, in the case of a rating organization, any
rate or rating system made or used by it, complies with the
requirements and standards of this chapter applicable to it.

{2) The commissioner may, at any reasonable time, make
or cause to be made an examination of every admitted insurer
transacting any class of insurance to which the provisions
of this chapter are applicable to ascertain whether sueh the
ingurer and every tate and rating system used by it for

every class of insurance complies with the requirements and

standards of this chapter applicable thereto to it. Such The

examination shaii: may not be a part of a periodic general
examination participated in by representatives of more than

one state.
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{3) The officers, managers, insurance producers, and
employees of any such organization, group, association, or
insurer may be examined at any time under oath and shall
exhibit all books, records, accounts, documents, or
agreements governing its method of operation, together with
all data, statistics, and information of every kind and
character collected or considered by such an organization,
group, association, or insurer in the conduct of the
operations to which suech the examination relates.

{(4) The reascnable cost of any examination authorized
by this article sha}t* must be paid by the organization,

group, aasociation, or insurer to be examined.”

Seoction 20. section 33-17-231, MCA, is amended toc read:

"33-17-231. Appointment of insurance producers -
continuation and termination. (1) Each insurer appeinting an
insurance producer in this state shall file with the
commissioner the appointment, specifying the kinds of
insurance to be transacted by the insurance producer for the
insurer, and pay the fee therefor as stated in 33-2-708. Fhe
term-of-the-appointment-isn-fer-i-year-and-runs-from—-dune—-—%
cf-each-year-through-May-3t—of-the-succeeding-years

{2) Subject-to-annualt-renewai-by-the-insurer;-each-such
Each appointment shaii-—remain remains in effect until the
insurance producer's license 1is revoked or otherwise

terminated unless written notice of earlier termination of
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the appointment 1is filed. with the commissioner by the

insurer or +the insurance producer, Termination of the

insurer's authority in Montana also terminates the

appointment.

(3) Annnai1;7-prior—to-May-iy—eaeh—insuree--shali——fiie
with——hhe—-eommissianer—an—aiphabetiea}—list—in—dup}icate—of
the—nnnes—and-nddreaaes-of—aii-its—énsurance-pfoducefs-uhose
appo&ntments——in—-this—-state——are-—to-—remain—-in———effeetT
aeeampanied—by-payment—of-the-annuai—renewal—fee-as-ptovided
ia——aa-2-?667--ae——the-same-time—hhe-insnter—she}i-aiso-fiie
wéth-the~commiasioner-a-terménat&on-repore—aé—a%i—-insnrnnce
produeers—uheae-nppoiatments-in-this-atate—nre-net—to-remain
in-effects

+4¥ Subject to the insurance producer's contract
rights, an insurer may terminate an ingurance producer's
appointment at any time. The insurer shall promptly give
written notice of sueh the termination to the commissioner
and to the insurance producer. The commissioner may require
of-the-inauser reasonable proof that the insurer has given
sueh notice to the insurance producer.

¢5+(4) As part of the notice of termination given the
commissioner, the insurer shall file with the commissioner a
statement of the facts relative to the termination and the
cause theresf of termination. Any information or statement

contained in the notice of termination shait is not be
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admisgible as evidence in any action or proceeding against
the insurer or any representative thereof of the insurer by

or &m on behalf of any person affected by suech the

termination.,*

Section 21. section 33-17-237, MCA, is amended to read:

*33-17-237. Notification of vioclation or appointment
termination. (1) Upon the termination of an appointed
insurance producer by an insurer, the insurer shall notify
the insurance department within 30 days in the manner
prescribed by the insurance department. If-the-reasen-of-the
termination—is-for-any-of-the-eauses-iimepd-in-33-17-1061-0¢
33-25-30k7-the-insurer-shati-notify-the-insurance-department
of-che-reason-and-the-insurer-shati;-—-upon--request—-of--the
tnsurance---dapartmenty—--provide——-informatieny—--documents;
recorda;-or-other-data-pertaining-to--the--termination--thae
may--be-psed-by-the-insurance-deparement-in-any-action—-taken
pursuant-to-Fitie-337-chapter-i;-part-7+

{2) If the reason for the termination is any of the

causes listed in 33-17-1001 or 33-25-301, the insurer shall

immediately notify the insurance department of the reason.

(3) wWhenever an insurance company or an employee oOr

representative of the company has reasonable cause to

believe that a person has violated 33-17-1001 or 33-25-301,

it is the duty of that entity, upon acquiring the knowledge,

to notify the insurance department and provide the insurance
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department with a complete statement of all relevant facts

and circumstances.

(4) The insurer, employee, or representative shall,

upon _request of the ingurance department, provide

information, documents and records, or other data pertaining

to the alleged violaticn cor termination that may be used by

the insurance department in any action taken pursuant to

Title 33, chapter 17, part 10.

$2¥(5) Any information, documents, records, or other
data provided pursuant to this section is privileged and
there is no liability on the part of nor may a cause of
action of any nature arise against the insurance department,
the insurance company, or an authorized representative of
either so long as the privileged information is furnished in
good faith."

Section 22. section 33-20-101, MCA, is amended ta read:

*33-20-101. Scope. (1) Except as provided in subsection
{2), parts 1 through 5 of this chapter apply only to
contracts of life insurance and annuities, other than
reinsurance, group life insurance, and group annujities.

(2) Seceisn Sections 33-20-114 and 33-20-131 appiies

apply to group life insurance and group annuities.”
Section 23. section 33-20-121, MCA, is amended to read:

*33-20-121. Prohibited provisions -- limitations on

liability. (1) A policy of 1life insurance may not be
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delivered or issued for delivery in this state if it
contains a provision:

(a} for a period shorter than that provided by statute
within which an action at law or in equity may be commenced
on the policy; or

{b) that excludes or restricts liability for death
caused in a certain specified manner or occurring while the
insured has a specified status, except that a policy may
contain provisions excluding or restricting cowverage as
specified in the policy in the event of death:

(i) as a result, directly or indirectly, of war,
declared or undeclared, or of action by military forces ﬁr
of any act or hazard of war or action or of service in the
military, naval, or air forces or in civilian forces
auxiliary thereto or from any cause while a member of
military, naval, or air forces of any country at war,
declared or undeclared, or of any country engaged in
military action;

(ii) as a result of aviation or any air travel or
flight;

(iii) as a result of a specified hazardous occupation or
occupations;

(iv) while the 1insured is a resident outside the
continental United States and Canada; or

{(v) within 2 years from the date of igsue of the policy
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as a result of suicide, while seriously mentally ill or
otherwise. If a life insurance policy contains a dependent
rider, the dependent coverage may be continued upon payment
of the premium for the dependent rider.

{2) A policy that contains an exclusion or restriction
pursuant to subsection (1) must also provide that in the
event of death under the circumstances to which the
exclusion or restriction is applicable, the insurer will pay
an amount not less than a ceserve determined according te
the commisgioner's reserve valuation method on the basis of
the mortality table and interest rate specified in the
policy for the calculation of nonforfeiture benefits (or if

the policy provides does not provide for no--such

nonforfeiture benefits, computed according to a mortality
negnforto -t~ %
table and interest rate determined by the insurer and

specified in the policy)r-with or by any other method more

favorable to the policyhelder, with adjustment for

indebtedness or dividend credit.

{3) This section does not apply to industrial 1life
insurance, group life insurancer disability insurance,
reinsurance, or annuities or to a provision in a life
insurance policy relating to disability benefits or to
additional benefits in the event of death by accident oOrF

accidental means.

(4) This section does not prohibit a provision that 1in
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the opinion of the commissioner is more favorable to the
policyholder than a provision permitted by this section.®

Section 24. Section 33-20-127, MCA, is amended to read:

“33-20-127. Life insurance policy with long-term care

provision o©r _accelerated benefits provision — potiecy

summary reguired. At the time of pelicy delivery, a poltey

summary must be delivered to the insured for an

life

individual
insurance policy that provides long-term care benefits

or accelerated benefits within the policy or

by rider. In
the case of direct response solicitations, the insurer shall

deliver the peiriey summary upon the applicant's request but

no later than the time of policy delivery. In addition to

complying with all applicable requirements, the summary must

also include:

(1) an explanation of how the long-term care benefits

or accelerated benefits interact with

cther components of
the policy, including deductions from death benefits;

{2) an illustration of the amount of benefits, the

length of benefits, and the guaranteed lifetime benefits, if

any, for each covered person;

{3} any exclusions, reducticns, and limitations on

benefits of long-term care benefits and accelerated

benefits; and
(4) if applicable to the policy type:

(a) a disclosure of the effects of exercising other
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rights under the policy;
(b) a disclosure of guaranties related to long-term
care costs of insurance charges; and

(c) current and projected maximum lifetime benefits."

Section 25. Section 33-20-603, MCA, is amended to read:
"33-20-603. Separate accounts for 1life insurance or
annuities. (1) Subject to the provisions of subsection (2},
a demestie 1life insurer may establish one or more separate
accounts and may allocate to sueh those accounts the amounts
necessary to provide for life insurance or annuities and

benefits incidental therete to the 1life insurance or

annuities, payable in fixed or variable amounts, or both.
The amounts allocated to such the accounts may include
without limitation proceeds applied under optional modes of
settlement or under dividend options.

{2) 8Separate accounts for life insurance or annuities
established under the provisions of subsection (1) are
subject to the following:

(a) The income, gains, and 1losses, realized or
unrealized, from assets allocated to a separate account must
be credited to or charged against the account, without
regard to other income, gains, or losses of the insurer,

(b) Except as provided for reserves for guaranteed

benefits and funds in subsection (c}:

(i) amounts allocated to a separate account and
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accumulations thereen on the separate account may be

invested and reinvested in any class of investment
authorized under Title 33, chapter 2, part 8, if limitations
under 33-2-806 on investments in stocks are not applicable;

{ii} the investments in the separate account Or accounts
may not be considered in applying the investment limitations
otherwise applicable to the investments of the insurer.

(c) Except with the approval of the commissioner and
under conditions relating to investments and other
prescribed matters as—-he--preseribes that recognize the
guaranteed nature of the benefits provided, reserves for
benefits guaranteed as to amount and duration and for funds
guaranteed as to principal amount or stated rate of interest
may not be maintained in a separate account.

(d} Unless otherwise approved by the commissioner,
assets allocated to a separate account must be valued at
their market value on the date of valuation or, if there is
no readily available market, as provided under the terms of
the contract or the rules or other written agreement
applicable to that separate account; however, unless
otherwise approved by the commissioner, the portion, if any,
of the assets of that separate account egual to the
ingurer's reserve liability with regard to the guaranteed
benefits and funds referred to in subsection {c) must be

valued in accordance with the laws and rules otherwise
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applicable to the insurer's assets.

(e} Amounts allocated to a separate account in the
exercise of the power granted by this part must be owned by
the insurer, and the insurer may not be or hold itself out
tc be a trustee with respect to those amounts. If and to the
extent provided under applicable contracts, that portion of
the assets of a separate account equal to the reserves and
other contract liabilities with respect to the account are
not chargeable with 1liabilities arising out of any other
business the insurer may conduct.

(€) (i) He A sale, exchange, or other transfer of
assets may not be made by an insurer between any of its
separate accounts or between any other investment account
and one or more of its separate accounts unless:

{A) in case of a transfer into a separate account, the
transfer is made solely to establish the account or te
support the operation of the contracts with respect to the
separate account to which the transfer is made; or

(B) the transfer, whether into or from a separate
account, is made by a transfer of cash or by a transfer of
securities having a readily determinable market value and
the transfer of securities is approved by the commissioner.

{ii) The commissioner may approve other transfers among

these accounts if, in his the commissioner's opinion,

transfers would not be ineguitable.
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(g) To the extent an insurer considers it necessary to
comply with any applicable federal or state laws, the
insurer, with respect to any separate account, including
without limitation any separate account that is a management
investment company Or a unit investment trust account, may
provide, for persons ﬁaving an interest therein in the
account, appropriate voting and other rights and special
procedures for the conduct of the business of that account,
including without 1limitation special rights and procedures
relating to investment policy, investment advisory services,
selection of independent public accountants, and selection
of a committee, the members of which need not be otherwise

affiliated with the insurer, to manage the buainess of that

account . *

Section 26. Section 33-22-101, MCA, is amended to read:

®33-22-101. Exceptions to scope. Nething-in-parts Parts
1 through 4 of this chapter, except 33-22-107, 33-22-111,
33-22-114, 33-22-125, 33-22-130,

33-22-131, 33-22-132,

{section _34], and 33-22-304, shai*t do not apply to or
affect:

-

(1) any policy of liability or workers' compensation

insurance with or without supplementary expense coverage

therein;
(2) any group or blanket policy;

{3) 1life insurance, endowment, or annuity contracts or
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contraees supplemental contracts that thereto-which contain
only sueh those provisions relating to disability insurance
as:

{a) provide additional benefits in case of death or
dismemberment or loss of sight by aeccident or accidental
means; OF

(b) operate to safeguard such contracts against lapse
or to give a special surrender value or special benefit or
an anauity in the event that the insured or annuitant
becomes totally and permanently disabled, as defined by the
contract or supplemental contract;

{4) reinsurance."

Section 27. Section 33-22-130, MCA, is amended to read:
w33-22-130. Coverage for adopted children from time of
placement —— preexisting conditions. (1) Each group and
individual disability policy, certificate of insurance, or
nembership contract that is delivered, issued for delivery,
renewed, extended, or modified in this state and-that
prcvides—eeverage—Eat*e-éamiiy——member——eE-—the—-inaured'—e:
subseriber must provide coverage for an adopted child of the
insured or subscriber to the same extent as for natural
children of the insured or subscriber.
{2) The caoverage required by this section must be
effective from the date of placement for the purpose of

adoption and must continue unless the placement is disrupted
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prior teo legal adoption and the child is removed from
placement. Coverage at the time of placement must include
the necessary care and treatment of medical conditions
existing prior to the date of placement,

(3) As used in this section, “"placement" means
placement for adoption as defined in 40-8-103."

Section 28. section 33-22-131, MCA, is amended to read:

“33-22-131. Coverage for phenylketonuria treatment. (1)
Each group or individual disability policy, certificate of
insurance, and membership contract that is delivered, issued
for delivery, renewed, extended, or modified in this state
and-that-provides--ecoverage-—-for-—-a--famity--member--cf-—the
insured---or---subseriber must provide coverage for the
treatment of phenylketonuria.

(2) PFor the--—pupose Urposes of this section,
“treatment" means "licensed professional medical services
under the supervision of a physician and a dietary formula
product to achieve and maintain normalized blood levels of
phenylalanine and adeguate nutritional status.

{3) These services are subject to the terms of the
applicable group or individual disability policy,
certificate, or membership contract that establishes
durational limits, dollar limits, deductibles, and copayment
praovisions as long as the terms are not less favorable than

for physical illness generally."
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Saction 29. Section 33-22-132, MCA, is amended to read:

%33-22-132. Coverage for mammography examinations., (1)
Each g¢group or individual disability policy, certificate of
insuyrance, and membership contract that is delivered, issued
for delivery, renewed, extended, or modified in this state
and-—that—~provides-—covernge-—Eor——a——fnm&iy——member—of-the
insured--sr--subscriber must provide minimum mammography
examination coverage.

{2) For the purpose of this section, "minimum
mammography examination" means:

{a) one baseline mammogram for a woman who is 35 years
of age or older and under 40 years of age;

(b) a mammogram every 2 years for any woman who 1is 40
years of age or older and under 50 years of age or more
frequently if recommended by the woman's physician; and

{c) a mammogram each year for a woman who is 50 years
of age or older.

{3} Phase-services-are-subject-to A minimum $70 payment

or the actual charge if the charge is less than $70 must be

made for each mammography examination performed before the

application of the terms of the applicable group oOr

individual disability policy, certificate of insurance, or
membership contract that establish durational 1limits,
deductibles, and copayment provisions as long as the terms

are not less favorable than for physical illness generally.
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A-minimum-370-payment-must—-be--made--for--each--mammegraphy

examination-performed:s"

Section 30. Section 33-22-201, MCA, is amended to read:
"33-22-201, Pormat and content,. Ne A policy of
disability insurance shatt may not be delivered or issued
for delivery to any person in this state unless it otherwise
complies with this code and complies with the following:

{1) The entire money and other considerations therefor
for the policy skai¥ must be expressed e¢herein in the
pelicy.

(2) The time when the insurance takes effect and
terminates shatt must be expressed theretn in the policy.

(3) #e--shaii-purport-te The policy may insure anly one
person, except that a policy may insure, originally or by
subseguent amendment, upon the application of an adult
member of a family who shaii-be-deemed is the policyholder,
any two or more eligible members of that family, including
husband, wife, dependent children or any children under a
specified age whien-shait that may not exceed 19 years, and
any other person dependent upon the policyholder.

(4) The style, arrangement, and overall appearance of
the policy shai* may not give nme unduye prominence to any
portion of the text, and every printed portion of the text

of the policy and of any endorsements or attached papers

skhai}¥ must be plainly printed in lightfaced type of a style
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in general use, the size of which sheit must be uniform and
not less than 10 point with a lowercase, unspaced alphabet
length not less than 120 point.

(5] The “text" shat: must include all printed matter
except the name and address of the insurer, name or title of
the policy, the brief description, if any, and captions and
subcaptions.

(6) The exceptions and reductions of indemnity sha¥
must be set forth in the policy and, other than those

contained in 33-22-204 through 33-22-215 and 33-22-217

through 33-22-231, shaii must be printed, at the insurer's
option, either included with the benefit provision to which
they apply or under an appropriate caption such as
"Exceptions" or "Exceptions and Reductions”, except that if
an exception or reduction specifically applies oniy to a
particular benefit of the pelicy, a statement of sueh the
exception or reduction shail must be included with the
benefit provision to which it applies.

{7} Each sueh form, including riders and endorsements,
shat: must be identified by a form number in the lower
left-hand corner of the first page chereof of the form.

(8) The policy shai} may not contain ne a provision
purporting to make any pertion of ¢the charter, rules,
constitution, or bylaws of the insurer a part of the policy

unless sueh the portion is set forth in Full in the policy,
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except in the case of the incorporation of or reference to a
statement of rates or classification of risks or short-rate
table filed with the commissioner.

{9) Each individual disability policy, except for a
single-premium nonrenewable peolicy, issued for delivery in
this state on or after January 1, 1980, shaiil must contain a
notice stating in substance that i1f the person to whom the
policy is issued is not satisfied for any reason, he the
person is permitted to return the policy within 10 days of
its delivery, or such a longer period as the policy may
provide, and to have refunded the amount of the premium
paid. A policy returned pursuant to this subsection is wvoid

from the beginning.”

Section 31. section 33-22-202, MCA, is amended to read:
"33-22-202. Required provigions -- captions -
omisaions —— substitutions — order. (1) Except as provided
in subsection (2) below, each sueh policy delivered cr
issued for delivery to any person in this state must contain
the provisions specified in 33-22-204 through 33-22-215, in

the words in which the same provisions appear, except that

the insurer may, at its option, substitute for one or more
of sach the provisions corresponding provisions of different
wording approved by the commissioner which are in each
instance not less faverable in any respect to the insured or

the beneficiary. Each sueh provision must be preceded
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individually by the applicable caption shown or, at the
option of the insurer, by such the appropriate individual or
group captions or subcaptions as the commissioner may
approve.

{2) 1f any saeh provision is in whole or in part
inapplicable to or inconsistent with the coverage provided
by a particular form of policy, the insurer, with the
approval of the commissioner, shall omit from such the
policy any inapplicable provision cr part of a provision and
shall modify any inconsistent provision or part of a
provision in such a manner as to make the provision as
contained in the policy consistent with the coverage
provided by the policy.

{3) The provisions which that are the subject of

33-22-204 through 33-22-215 and 33-22-217 through 33-22-232

or any corresponding provisions which are used +n-—-iieun
emarecf in accordance with sueh the cited sections shatl
myst be printed in the consecutive order of the provisions
in sueh the sections or, at the option of the insurer, any
sueht provision may appear as a unit in any part of the
policy with other provisions to which it may be logically
related, provided that the resulting policy shait is not be
in whole or in part unintelligible, uncertain, ambiguous,
abstruse, or likely to mislead a person to whom the policy

is offered, delivered, or issued."
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Section 32. section 33-22-1703, MCA, is amended to

read:
®"33-22-17D3. Definitions. As used 1in this part, the

following definitions apply:

(1) "Emergency services" means services provided after
suffering an accidental bodily injury or the sudden onset of
a medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain) that without
immediate medical attention the subscriber or insured could

reasonably expect that:

(a} Mhis the subscriber's or insured's health would be

in serious jeopardy;

{b) his the subscriber's or insured's bodily functions

would be seriously impaired; or

{c) a bodily organ or part would be serjously damaged.
{2) "Health benefit plan" means the health insurance
policy or subscriber arrangement between the insured or

subscriber and the health care insurer that defines the
covered services and benefit levels available.

{3) "Bealth care insurer" means:

(a) an insurer that provides disability insurance as

defined in 33-1-207;

{b) a health service corporation as defined in
33-30-101;

{c) a health maintenance organization as defined in
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33-31-102;

(d) a fraternal benefit society as described in
33-7-105; or

(e} an-admintatretor-as-defined-in-33-3F-182;-or

+£4 any other entity regulated by the commissioner that
provides health coverage.

{4) "Health care services” means health care services
or products rendered or sold by a provider within the scope
of the provider's license or legal authorization or services
provided under Title 33, chapter 22, part 7.

{5) “Insured” means an individual entitled to
reimbursement for expenses of health care services under a
policy or subscriber contract issued or administered by an
insurer.

{6) "“"Preferred provider" means a provider or group of
providers who have contracted to provide specified health
care services.

(7) "Preferred provider agreement" means a contract
between or on behalf of a health care insurer and a
preferred provider.

(8) "Provider* means an individual or entity licensed
or legally authorized to provide health care gervices or
services covered within Title 33, chapter 22, part 7.

(9) "Subscriber” means a certificate holder or other

person on whose behalf the health care insurer is providing
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or paying for health care coverage."
Section 33, Section 80-2-203, MCA, is amended to read:
*80-2-203. Participation in program - tax. {1) Any

taxpayers A taxpayer or asseeiatiens an_ association of

taxpayers engaged in the growing of crops other than
specified hereim in this part or other agricultural or
horticultural products subject to injury or destruction by
hail may, by their individual or joint election filed with
and approved by the bcard of hail insurance, accept the
provisions of this part and elect to become subject therete
to this party. and-in-such--event--snch The risks may be
classified by the board and suitable levies may be imposed
as may-be agreed upon by the board and sueh the taxpayersr.
whetreupon——sueh The taxpayers shaii-be are entitled to the
benefits and protection afforded by the insurance provisions
cof this part.

{2) Every farmer taxpayer who signifies his a desire to
become subject to the provisions of this part shall f£ile in
the office of the county assessor the properly filled out
form not later than August 15 and shaii--be is chargeable
with the tax hereinafter provided for on lands growing crops
subject to injury or destruction by hail and shall share in
the protection and benefits under the bhail insurance
provisions of this part. Suwch The application for hail

insurance shati-be is in full force and effect at noon 12:01
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a.m. the day immediately following the acceptance of the
same application by the county assessor.

{3) This part shail may not be 8o construed as to
empower anyone except the actual owner of the land to make
such the land subject to .the hail tax provided in this

part."

NEW SECTION. Section 34. Preexisting conditions. (1) A
policy or certificate of disability insurance may not
exclude coverage for a condition for which medical advice or
treatment was recommended by or received from a provider of
health care services unless the condition occurred within S
years preceding the effective date of coverage of an insured
person. The condition may only be excluded for a maximum of
12 months.

{2 An insurer may use an application form designed to
elicit the complete health history of an applicant and, on
the basis of the answers on that application, perform
underwriting in acceordance with the insurer's established

underwriting standards.

SECTION 35. SECTION 15-16-601, MCA, IS AMENDED TO READ:

"15-16-601. Taxes or penalties illegally collected or
duplicate taxes to be refunded. (1) (a) A taxpayer is
entitled to a refund on:

(i) taxes, interest, penalties, or costs paid more than

once or errcnecusly or illegally collected if an appeal
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pursuant to 15-1-402 was not available;

(ii) the taxes paid for which a refund is allowed under
15-16-612 or 15-16-613; or

{iii) the portion of taxes paid that were mistakenly
computed on government bonus or subsidy received by the
taxpayer,

(b) Bubject to the provisions in subsections (4) and
(5), the county treasurer may, by order of the board of
county commissioners, pay the refund tc the taxpayer.

(2 (a) The refund applies to any payment that has been
made to the state treasurer as provided in 15-1-504 if the
board of county commissioners determines that a portion of
the money paid should be refunded as provided in this
section.

(b) The hoard of county commissioners may order the
county treasurer to refund to the taxpayer the portion of
the taxes, interest, penalties, and costs paid to the state
treasurer.

fc)--The——county--clefk--and—recorder-:haiiT—at-the—tine
Eer—féling—the‘reporb—required—by—i5-1—5657-certiéy--te—-the
state-—auditer7—-in——the——Eerm——as--ehe—-sbate-—nudétor-—may
preucribey—-the——amounts-refundedT—in—the-next-aettiemene-ei
the-connty—trea:urer—vith-the—stater—the-state-euditor-shali
give—the—caunty—treasnrer—credib—fof—the—state*s-portion——of

the-amounts-refunded:
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{3) When a part of the taxes, interest, penalties, or
costs referred to in this section were levied in behalf of a
school district or municipal or other public corporation and
collected by the county treasurer, the taxes must be
refunded upon the order of the board of county
commissioners.

(4) {(a) An order for the refund of any taxes, interest,
penalties, or costs under this section may not be made
except upon a claim filed by the taxpayer who has paid the
taxes, interest, penalties, or costs or his guardian or, in
case of his death, by his executor or administrator.

(b) A taxpayer may file a claim for taxes, interest,
penalties, or costs paid during the imrpediately preceding 10
years after the date when the second half of the taxes would
have become delinquent if the taxes had not been paid.

(c) Except as provided in subsections {6) and (7}, if a
refund pursuant to subsection (1) is ordered, the board of
county commissioners shall order a refund for taxes
illegally collected or for any duplicate taxes paid during
the immediately preceding 10 years regardless of when the
taxes were first illegally collected or when the duplicate
taxes were first paid.

{5) {(a) In the order to refund taxes as provided in
subsection (4){c], the board of county commissioners shall

determine the method of repayment. The board may:
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{i} refund the entire amount due the taxpayer within 60
days after the date of the order; or

{ii) refund the amount due the taxpayer in annual
installments, for a period not to exceed 10 years.

tb) If the refund is made in annual installments as
provided in subsection (S)(a)(ii), the taxpayer is entitled
to interest on the unpaid balance at the greatest interest
rate in effect on October 1 of each year of the installment
period received on public money invested by the county as
provided in Title 7, chapter 6, part 2; Title 7, chapter 6.
part 27; or 17-6-204,

{c) In satisfying the requirements of subszsection
{(5)(a)(ii), the first annual instaliment must be paid within
60 days after the date of the order by the beoard of county
commissioners. Subsequent annual installments must be paid
on the first business day following October 1 cf the vear
the installment is due.

{d) The treasurer shall bill and the taxing
jurisdiction shall refund to the treasurer that portion of
the annual installment of the taxpayer refund and costs for
which the taxing jurisdiction is proratably responsible.

{6) The board of county commissioners shall refund any
tax, penalty, or interest collected as a result of an error
in the description or location of real property or

improvements or for any duplicate taxes paid as determined
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by the department of revenue. The refund is subject to the
provisions of subsections (4) and (5).

{7} The board of county commissicners shall refund any
net or gross proceeds tax, penalty, or interest when the
department of revenue notifies the board that an overpayment
occurred. The department shall determine the amount of
overpayment. The refund is subject to the provisions of
subsections (4) and (9), but no refund may be granted for
any taxes paid more than S years prior to the date the claim
was received.

{8) All refunds ordered to be paid by the board of
county commissioners must be paid by the county treasurer
out of the general fund of the c¢ounty, and the county
treasurer shall then make transfers from other county funds
and from state, school districe, and other public
corporation funds in his possession as may be necessary to
reimburse the county general fund for payments made from the
fund.

(9) Upon the entering of judgment under 15-2-306, the
county commissioners of the affected county shall order a
refund of the portion of the taxes that the state tax appeal

board has judged should be refunded."
NEW SECTION. Section 36. Repealer. Sections 15-1-505,
33-17-206, and 33-22-216, MCA, are repealed.

NEW SECTION. Section 37. codification instruction.
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[section 34) is intended to be codified as an integral part

of Title 33, chapter 22, part 1, and the provisions of Title
33, chapter 22, part 1, apply to [section 34].

NEW SECTION. Section 38. Effective date. [Section 33

and this section) are effective on passage and approval.

-End-
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