
HOUSE BILL NO. 545 

INTRODUCED BY TOSS, LYNCH, DEBRUYCKER, 
COCCHIARELLA, KENNEDY, T. NELSON, GAGE, MESAROS 

BY REQUEST OF THE STA'l'E A[IDI'l'OR 

FEBRUARY 10, 1993 

FEBRUARY 16, 1993 

FEBRUARY 17, 1993 

FEBRUARY 18, 1993 

FEBRUARY 19, .1993 

FEBRUARY 20, 1993 

MARCH 18, 1993 

MARCH 19, 1993 

MARCH 20, 1993 

APRIL 1, 1993 

APRIL 2, 1993 

IN 'fHE HOUSE 

INTRODUCED AND REFERRED TO COMMI'rTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

POSTED ON CONSENT CAI,ENDAR. 

CONSENT CALENDAR, QUESTIONS AND ANSWERS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 92; NOES, 6. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILI, BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

'l'IIIRD IH"!ADING, CONCUHRr,:r, LN. 
AYES, 42; NOES, 0. 

RE'l'llHNED '1'0 HOUSE WJ'l'II AMENDME;N'f'S. 

IN THE HOUSE 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

'l'HIHD READING, AMENDME:N'l'S 



CONCURRED IN. 

SENT TO ENROLLING . 
. 

REPORTED CORRECTLY ENROLLED. 
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~f>'.:J' BILL MO. S:<f~ 

iii£ ~'H 
A BILL FOR All ~TLED: "AN ACT GENERALLY REVISING THE 

LAIIS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

SBIIVICE COMPANIES; REVISING THE EFFECTIVE DATE PROVISION FOR 

BAIL INSURANCE; AJIIENDING 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, 

33-11-104, 

33-2-1113, 

33-11-108, 

33-3-305, 33-4-101, 33-4-203, 

33-14-201, 33-14-305, 33-lS-303, 

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

33-20-127, 33-20-603, 33-22-101, 33-22-130, 33-22-131, 

33-22-132, 33-22-201, 33-22-202, 33-22-1703, AND 80-2-203, 

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, NCA, is aaended to read: 

"33-1-316. 'l'eatiaony CClllpltlled 1-anity froa 

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 commissioner on the ground that ~ta the person's 

testimony or the evidence required of--h¼■ ■ay tend to 

PLEASE RETAIN THIS COPY OF THE BILL. 
IF IT IS NOT AMENDED, IT WILL NOT 
BE REPRINTED. 
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incriminate ht■ or subject hi• the person to a penalty or 

forfeiture. However, eompe¼le~ testi110ny or evidence 

a.!l_ainst c0111~lled followin.!1_ a claim of privilege 

self-incrimination or any information directly or indirectly 

derived from compelled testimony or evidence ■ay not be used 

against the· person in a criainal prosecution. The 

COlllllissioner may grant illllllunity froa prosecution for or on 

account of any act, occurrence, transaction, matter, or 

other thing concerning which a person ia--ccape¼¼ed--~o 

~eatify testifies if the commissioner deter■ines that the 

ends of justice would be served by granting the additional 

i-unity. I-unity does not extend to prosecution or 

punishment for false statements by the person that are 

contained in ~he-eoape¼¼ed testimony or evidence 2iven under 

this ~rt." 

Section 2. Section 33-1-SOl, MCA, is amended to read: 

"33-l-SOl. Filing and approval of for-. (l) No An 

insurance policy or annuity contract fora, certificate, 

erirollment fora, application form, printed rider or 

endorsement form, or form of renewal certificate aay not be 

delivered or issued for delivery in Montana unless the form 

~a been filed with and approved by the ca-issioner and the 

regulatory official of the state of docicile of the insurer, 

if required. This provision does not apply to surety bonds 

or policies, riders, endorsements, or forms of unique 

-2- /16~$' 
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character designed for and used with relation to insurance 

upon a particular subject or that relate to the aanner 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 

bolder, or certificate holder. Aa-te-faraa Forms for use in 

property, aarine (other than ocean marine and foreign trade 

coverages), casualty, and surety insurance coveragesy-the 

ti¼i"'9-re,aaired-by-thi■-■ab■eetion may be aade filed by a 

rating organization on behalf of its ■ellbers and 

subscribers7-bat-thia-pr0Yi■ion-does-not-prohibit ~ a 

aeaber or subscriber froa-fi¼in9-a-fora on its own behalf. 

(2) The filing must be made not less than 60 days in 

advance of delivery. Approval of a for■ by the coamissioner 

constitutes a waiver of any unexpired portion of the waiting 

period. The coaaissioner may extend by not more than an 

additional 60 days the period within which he the 

co.missioner may approve or disapprove a for■ by giving 

notice of the extension before expiration of the initial 

60-day period. The commissioner aay at any ti-, after 

notice and for cause shown, withdraw any approval. 

(31 An order of the commissioner disapproving a for• or 

withdrawing a previous approval aust state the grounds for 

disapproval or withdrawal in sufficient detail to infor■ the 

insurer. 
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(41 The co■■issioner may by--order exempt from the 

requirements of this aectionL for so lon9 aa he the 

coaaiaaioner considers properL an insurance docuaent, form, 

or type of doc~nt or for■ specified tn-the-order to which, 

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

practicably be applied or the filing and approval of which 

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

necessary for the protection of the public. 

(51 This section applies to a fora used by a do■estic 

insurer for delivery in a jurisdiction outside Montana if 

the insurance supervisory official of the jurisdiction 

informs the co■■issioner that the form is not subject to 

approval or disapproval by the official and upon the 

commissioner's order requiring the fora to be submitted to 

hi• the c01111issioner for the purpose. The sa- standards 

apply to these foras as apply to forms for do■estic 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) 

(7) 

ocean aarine and foreign trade insurances. 

Except as provided in chapter 21, group 

certificates that are delivered or issued for delivery in 

Montana for group insurance policies effectuated and 

-4-
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delivered outside Montana but covering persons resident in 

Montana must be filed with the COIDllissioner upon his 

request~• 

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

"33-2-302. Conditions precedent to sale of surplus 

lines iosurance. 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-fa¼¼-aaoant-ar--kind--af--insaranee--eannot--be 

eb~ained--frea--anthorieed-insarereT-•he-fn¼¼-aaannt-or-kind 

of-insaraftee--y-be-preeared-£roa-an-el¼g¼b¼e-aarp¼as--¼ines 

insarer--i£--the--¼nsnranee-pred.aeer-aaltea-a-di¼i!eftt-search 

aaong-the-insnrers-who-are-aathor¼sed-to--traneaet--and--are 

aetaa¼¼y--tranaaeting--the--partiea¼ar--kind--and--e¼aas--of 

¼nanranee-in-~h¼a-state-and-eannot-obtain-the-£a¼¼-ameun~-or 

kind--e~--¼nsaranee--froa-an-adeherised-tnaarer• the line of 

insu~a__n_~o~ Y!~ full amount of the line of insura~~e cannot 

be obtained froa authorized insurers; 

(3) the producing insurance producer aakes a diligent 

effort to place the business with a ainiaum of three 

insurers authorised and actually transacting that line of 

business i~ this state. If fewer than three insur~ra are 

authorized and actually transacting the line of business in 

this state, diligent effort auat be aet by searching this 
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leaaer _market. 

t3till the insurance is not sa procured for the purpose 

of securing ad•an~••es-e¼~her-as-~o: 

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

authorized insurer; or 

and 

(b) ~-~vanta~ terms of the insurance contract; 

t•till all other requirements of this part are aet.• 

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

"33-2-305. Liceosing of surplus lines insurance 

producer - fee and bond. ( l) A person may not procure a 

contract of surplus lines insurance with an unauthorized 

insurer unless he the person is licensed as a property7 ~ 

casualty7--end--sarety insurance producer and possesses a 

current surplus lines insurance license issued by the 

commissioner. 

(2) The c.,_issioner shall issue a surplus lines 

insurance license to any qualified holder of a current 

propertyT !!!!! casualty7--and--■arety insurance 

license only if the insurance producer has: 

producer 

(a) remitted to the commissioner the annual fee 

prescribed by 33-2-708; 

(b) subaitted to the commissioner a completed license 

application on a form supplied by the commissioner; 

tc) been licensed as a property7 and casualty7-and 
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earety insurance producer continuously for 5 years or more; 

and 

(d) filed with the cOMlissioner and thereafter for as 

long as the license r811ains in effect kept in force a bond 

in favor of the state of Montana in the uount of $10,000, 

with authorized corporate sureties approved by the 

coaaisaioner. The bond aust 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 

proaptly remit the tazes provided in 33-2-311. The bond aay 

not be terainated unless the surety gives the surplus lines 

insurance producer, the producing insurance producer, and 

the c0111aissioner at least 30 days' prior written notice 

thereat of teraination. 

(3) The licenae ezpires on Aprill after its date of 

issue. A surplus lines insurance producer shall renew the 

license on or before Narch l of each year upon payment of 

th, 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 l shall pay a fine of $100 

before the ~ssioner renews the license. 

(41 A corporation is eligible to be licensed as a 

surplus lines insurance producer if: 

(al the corporate license lists the individuals within 
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the corporation who have satiafied 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: 

"JJ-2-307. Requir-nts for eligible surplus lines 

insurers. (1) A surplus lines insurance producer aay 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 

subsections: 

qualified under one of the following 

(i) the insurer maintains capital and surplus or its 

equivalent under the laws of its state of domicile, which 

equals the greater of: 

(A) the minimwa capital and surplus requirements of 

33-2-109 and 33-2-110; or 

(8) $2,5-ai¼¼ion-on-Apri¼-¼~7-¼9887-an~-$~.S-ai¼¼ien-on 

Apri¼--¼~7--¼998,--After--Apr¼¼--¼~7-¼9987-an $3 million. An 

insurer possessing less than $4 million aabeepi~e¼ capital 

and surplus aay satisfy the requirements of this subsection 

upon an affiraative finding of acceptability by the 

coaaissioner. The c01111.issioner's finding must be based upon 

such factors as quality of aanagement, capital, and surplus 
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of a parent coapany; coapany underwriting profit and 

investment incoae trends; and company record and reputation 

within the industry. The c01111issioner 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 aaintains a trust fund of not less than $50 million 

as security to the full a110unt 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 ter- and conditions established in subsection 

tl)(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 aaintaina funds for the protection of each insurance 

exchange policyholder, each individual syndicate shall 

-intain 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 

ahall meet the ■ini■ua capital and aurplua requirements of 

subsection (l)(b)(i). 

-9-

1 

2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0868/01 

(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.S million, for the 

protection of all its policyholders in the United States and 

eneft 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, ■ust 

have an expiration date wh~eh-•~-no-~¼ae that aay not at any 

time be less than 5 years. In addition, the alien insurer 

must appear on the national association of insurance 

com11issioners' Non-Admitted Insurers Quarterly Listing. 

(c) has provided the =-isaioner a copy of its current 

annual statement, certified by the insurer no 110ce than 6 

months after the close of the period reported upon tor 

quarterly if considered necessary by the ~isaioner), 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 

licenaed in the juriadiction of the insurer"s atate of 

-10-
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domicile. 

12) In the case of an insurance exchange, the state■ent 

required by subsection (l)(c) ■ay be an aggregate coabined 

state■ent of all underwriting syndicates operating during 

the period reported. 

(3) In addition to meeting the requirements in 

subsection (1), an insurer is an eligible surplus lines 

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 ~iasioner to place or aaintain the naae of 

any unauthorized insurer on the list of eligible surplus 

lines insurers~ No An action may not lie against the 

c0111aissioner or an eaployee of the coaaissioner for anything 

said in issuing the list of eligible surplus lines insurers 

referred to in this subsection. 

(4) (a) The ~issioner may declare an eligible 

surplus lines insurer ineligible if at any tiae the 

~issioner has reason to believe that it: 

(i) is in unsound financial condition; 

(ii) is no longer eligible under subsections (l) throu9h 

( 3); 

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

(iv) does not ■ake reasonably prompt payment of just 

losses and claias in this state or elsewhere. 
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(b) The commissioner shall promptly mail notice of all 

a~eh declarations to each aurplus lines insurance producer. 

(5) As used 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. 

Cb) •surplus•, as used in the financial requireaents of 

this section, means funds over and above liabilities and 

capital of the insurer for the protection of policyholders.• 

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

"JJ-2-312. Penalty for failure to file stateaent, pay 

taz, or pay staaping fee. (1) A surplus lines insurance 

producer who fails to aake 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 

delinquency, couaencing with Aprill. 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 

jutisdiction, the attorney general representing hta ~ 

commissioner. The penalty when collected, unless collected 

by a justice's court, eha¼¼ 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 

tevocation as provided in 33-2-313. 
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(2) If a aurplua linea insurance producer does not pay 

the stamping fee provided for in 33-2-321 eefore-it-is--dse, 

the c0111111issioner 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 

delinquency until the stamping fee is paid.• 

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

"33-2-313. Revocation or suspension of producer 

license. (1) The comaissioner shall revoke or suspend any 

surplus lines insurance producer license, together with his 

~ license as an insurance producer: 

(a) if the insurance producer fails to file his !!.!!. 

annual stat-ent or to reait the tax as required by law; 

(b) if the insurance producer fails to keep the records 

or to allow the colllllissioner to examine h¼• !.h!, ~ecords, as 

required by law; 

(c) if the insurance producer falsifies the affidavit 

required by 33-2-310(3); 

tdt--if--the--inaaranee--prOllaeer--re-vea--the-reaident 

esrp¼ss-¼ines-inssrsnee-prOllseer-offiee-fr--th¼a-steteT 

tet--if-the--inasranee--predseer--re110vee--the--resident 

•~rpias-¼iftee-inaaranee-prodacer-effiee-aeeeanes-end-reeor&s 

fr---thie-etste-dsrin9-the-periOll-darin9-whieh-the-aeeoanta 

and-reeorde-are-rB<:1aired-to-be-118intatned-ander-aa-i-a¼8titT 

tftill if the insurance producer closes the resident 
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surplus lines insurance producer office for a period of more 

than 30 business days, unless the coamissioner grants 

permission otherwise: 

t9tl.!U. if the insurance producer violates any provision 

of this part; or 

tht.l.!1. 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 revocation of a surplus lines 

insurance producer license. 

(3) An insurance producer whose license has been se 

revoked or suspended may not again be - licensed within 1 

year ehereaf~er after revocation or suspension or until he 

the insurance producer pays all 

tazes that he-owe• are _Q__Wed.• 

penalties and delinquent 

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

33-2-705. Report on preai_. and otber consideration 

taz. ( l) Each authorized insurer and each formerly 

authorized insurer wfth respect to pre■iuas ae received 

while an authorized insurer in this state shall file with 

the commissioner, on or before March leach year, a report 

in ~ form •• prescribed by the commissioner showing total 

direct premium income, including policy, membership, and 

other fees, premiums paid by application of dividends, 

-14-
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refunds, savings, savings coupons, and siailar returns or 

credits to payaent of premiuas for new or additional or 

eztended or renewed insurance, charges for payaent of 

pre■iu■ 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 life 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 preaiu■ as to saeh property, subjects, or 

risks in Montana insured under policies or contracts 

covering property, subjects, or risks located or re&ident in 

110re than one state, after deducting fro■ saeh the total 

direct preai1111 incoae applicable cancellations, returned 

pre■iuas, the unabsorbed portion of any deposit preaiu■ , the 

a110unt of reduction in or refund of preaiuas allowed to 

industrial life policyholders for payment of pr.,..iuas 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 aaeh the policies. 

As to title insurance, "premiua• includes the total charge 

for aaeh the insurance. Mo~ deduction aha¼¼ ■ay not be ■ade 

of the cash surrender values of policies. Considerations 

received on annuity contracts •ha¼¼~ not be included in 
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total direct pre■iua income and aha¼¼!,!!_ not be subject to 

tax. 

(2) Coincident with the filing of the taz report 

referred to in subsection (1) abewe, each ■aeh insurer shall 

pay to the coaaaissioner a tax upon 9aeh !!!!, net premiums 

computed at the rate of 2 3/41. 

(3) That portion of tha tax paid hereander under this 

section by an insurer on account of premiums received for 

fire insurance aha¼¼ ■ust be separately specified in the 

report as required by the commissioner, for apportionaent as 

provided by law. Where Nhen insurance against fire is 

included with insurance of property against other perils at 

an undivided preaiwa, the insurer shall aake sneh ~ 

reasonable allocation from aaeh the entire preaium to the 

fire portion of the coverage as sha¼¼ must be stated in aaeh 

the report and as ■ay be approved or accepted by the 

c011111issioner. 

(4) With respect to authorized insurersL the premium 

tax provided by this section aha¼¼ must be pay■ent 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 rea1 

and tangible personal property located in this state, and 

taxes payable under 50-3-109. 
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( 5) The coaaissioner aay 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 (S), the comaissioner may iapose upon an insurer 

who fails to pay the tax required under this section a fine 

of $100 a-da7-for-eaeh-da7-the-ta•-r-ina-nnpaid--paat--the 

dne--date--or--t,--of--the--aaoant-owed-in-tas7-whiehe•er-ia 

9reater plus interest on the delingue~t amount at the 

interest rate established in 31-1-107. 

(7) The commissioner may by rule provide a quarterly 

schedule for payaent of portions of the premium tax under 

this section during the year in which aneh tax liability is 

accrued.• 

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

•33-2-101. Pees and liceaaes. (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 (l)(b)) and other charter docUJ11ents, bylaws, 

financial stateaent, e~&11ination report, power of attorney 
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to the coaaissioner, 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 insurers .......................... $ 600.00 

(B) foreign insurers •••••••••••••••••••••.•••. 600.00 

(ii) annual continuation of certificate of authority 

••••...... ··••·• ••••••••.. ••••••••· .. ·•••••••••••••. 600.00 

(iii) reinstatement of certificate of authority 

......................... -............................... . 
(iv) amendment of certificate of authority •••.• 

(b) articles of incorporation: 

25.00 

SO.OD 

(i) filing original articles of incorporation of a 

doaestic 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, 

daaestic and foreign insurers, e~clusive of fees required to 

be paid to the secretary of state by a domestic corporation 

................... --.............................................. . 
(c) filing bylaws or amendllent to bylaws 

required .............................................................................. 

25.00 

where 

10.00 

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

part of application for original certificate of authority 

........................... -...... - .. -............................ . 25.00 

(e) insurance producer's license: 

(i) application for original license, including 
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isauance of license, if issued·······••••••••·••·•• 15.00 

(ii) appointaent of insurance producer, e.cb insurer 

10.00 

(iii) teaporary license ••••••••••••••••••••.••• 

(iv) Ulendllent of license (excluding additions 

license) or reissuance of master license •••..••.... 

(f) nonresident insurance producer's license: 

15.00 

to 

15.00 

(ii application for original license, including 

issuance of license, if issued •...........•.••••••• 100.00 

(ii) appointaent of insurance producer, each insurer 

10.00 

(iii) annual renewal of license................ 10.00 

(iv) a.aendllent of license (excluding additions to 

license) or reisauance of master license .......... . 15.00 

Cg) examination, if adainistered by the coaaiasioner, 

for license as insurance producer, each es.a.mi nation 

15.00 

(hi surplus lines insurance producer license: 

(i) application for original license and for issuance 

of license, if issued ..•••..•...............•....•• 

(ii) annual renewal of license ....•••••....•..• 

(ii adjuster's license: 

50.00 

50.00 

(i) application for original license and for issuance 

of license, if issued . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. 15. 00 

(ii) annual renewal of license •••.•••.•.••••••• 15.00 
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(j) insurance vending machine license, each 11achine, 

each year ........................................... . 10.00 

(k) c.-iasioner's certificate under seal (except wben 

on certificates of authority or licenses) 10.00 

(1) copies of documents on file in the COIIUllisaioner's 

office, per page ......................................... .50 

(a) policy for■s: 

( i J filing each policy for■ ....•.......•••••.• 25.00 

(ii) filing each application, certificate, enrollaent 

fora, rider, endorae■ent, amendment, insert page, schedule 

of rates, and clarification of risks ...••.•..••.•.. 10.00 

(iii) .. xiaua charge if policy and all forms submitted 

at one ti- or resublllitted for approval within 180 days 

•••••••••••••••••••••••••·•·•••••••••••••••••••••••• 100.00 

(n) applications for approval of prelicensing education 

courses: 

(i) reviewing initial application ••••.......•• 150.00 

( ii I periodic review • • . • • . • • • • • • . . . . . . . . . . . . • . • 50. 00 

(2) The c.-issioner shall pr0111ptly deposit with the 

state treasurer to the credit of the general fund of this 

state all fines and penalties, those aaounts received 

pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees 

and exaaination and •iscellaneous charges that are collected 

by--hi■ pursuant to Title 33 and the rules adopted under 

Title 33. 
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(3) All feea 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. Transactions with affiliates - st&Cldarda. 

(1) Material transactions by registered insurers with their 

affiliates are subject to the following standards: 

(a) The terms aust be fair and reasonable. 

(b) Charges or fees for services performed ■ust be 

reasonable. 

(c) Expenses incurred and payments received ■ust be 

allocated to the insurer in conformity with cuato■ary 

insurance accounting practices consistently applied. 

Id) The books, accounts, and records of each party ■ust 

he-so--¼n~ainri-es-~e clearly and accurately disclose the 

precise nature and details of the transactions. including 

■aeh !!!l'. 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 do■eatlc 

insurer and a peraon in its holding company ayate■ ■ay not 
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be entered into unless the insurer has notified the 

COlllllissioner in writing of its intention to enter into a 

transaction and the coaaissioner has not disapproved it 

within at least 30 days prior to the transaction, or a 

shorter period as the coaaissioner 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, 31 of the insurer's 

adaitted 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 

in 

credit to, to purchase assets of, or to make investments 

an affiliate of the insurer making the loans or 

extensions of credit if eaeh 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 31 of the insurer's admitted assets or 251 of 

its surplus aa regards policyholders: 

-22-



l 

2 

3 

' 
5 

6 

7 

8 

9 

10 

11 

12 

13 

u 

15 

16 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

LC 0868/01 

(8) with respect to life insurers, 31 of the insurer's 

adJlitted assetsi 

tetillil reinsurance agreeaents or modifications to 

reinsurance agreeaents in which the reinsurance premium or a 

change in the insurer's liabilities equals or exceeds SI of 

the insurer's 

prior December 

surplus as regards policyholders, as of the 

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; 

tBt~ all aana9e111ent agreeaents, service contracts, 

and cost-sharing arrangeaents; and 

tBt~ any aaterial transactions, specified by rule, 

that the c0111111issioner determines may adversely affect the 

interests of the insurer's policyholders. 

(b) Nothing in this subsection (2) is considered to 

authorize or perait a transaction that, in the case of an 

insurer that is not a aeaber of the &iUIU! holding company 

system, would otherwise be contrary to law. 

(3) A domestic insurer aay not enter into a transaction 

that is part of a plan or series of like transactions with a 

person within the holding ctapany ayatea if the purpose of 

those separate transactions is to avoid the statutory 

-23-

l 

2 

3 

' 
5 

6 

7 

8 

9 

10 

11 

12 

13 

u 

15 

16 

17 

18 

19 

20 

:n 

22 

23 

24 

25 

LC 0868/01 

threshold amount review. If the coamissioner determines that 

the separate tranaactions were entered into over a 12-JDOnth 

period for the purpose of evading review, he the 

coaaissioner may exercise h¼a authority under 33-2-1120. 

(4) The commissioner, in reviewing a transaction 

pursuant to subsection (2J, shall consider 

transaction complies with the standards set 

whether the 

forth in 

subsection (1) and whether it aay adversely affect the 

interests of a policyholder. 

(5) The commissioner must be notified within 30 days of 

an investaent by a domestic insurer in a corporation if the 

tota_l investment in the corporation by the insurance holding 

coapany system exceeds 101 of the corporation•s voting 

securities. 

(6) For 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, aust be considered: 

(a) the size of the insurer as aeasurt,d by its assetsr 

capital and surplus, reserves, preai1111 writings, insurance 

in force, and other appropriate criteria; 

(b) the ezteftt to which the insurer 1 s business is 

diversified aaong the several lines of insurance; 

(c) the nuaber and size of risks insured in each line 
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of business; 

Id) the extent of the geographical dispersion of the 

insurer's insured risks; 

(e) the nature and extent of the insurer's reinsurance 

prograa: 

(fl the quality, diversification, and liquidity of the 

insurer•s investaent 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 -intained by 

other comparable insurers; 

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

(j) the quality and liquidity of investaents in 

subsidiaries made pursuant to 33-2-1104 through 33-2-1106. 

The c011111issioner may treat any aaeh investment as a 

disallowed asset for purposes of determining the adequacy of 

surplus as regards policyholders whenever in bis the 

c011111iaaioner's judgaent the investment so warrants.• 

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

•JJ-3-305. Director■ nuaber and election. (11 The 

affairs of every domestic insurer ■lie¼¼ l!J!!! be aanaged by 

the number of directors fixed in the insurer's bylaws, which 

slleii ~ not be less than 5 or more than 21 directors. 

(2) Directors aust be elected tram-and by the aeaber■ 

or stockholders of a domestic insurer, except a■ provided in 
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33-3-306, at aeeb Y!!!_ tiae and place and for aaeb the terms, 

not exceeding 3 years, as aay be provided in the insurer's 

bylaws. A majority of directors must be elected frQRI the 

members or stockholders of the domestic insurer. 

( 3) The tera of a director shall extend until bis l!. 

successor has been elected and has qualified." 

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

"33-4-101. Scope of cb.apter -- provisions applicable. 

(l) The chapter applies to: 

(a) all d.,...stic autual hail, fire, and other casualty 

insurers of fara property and stock and rural buildings 

bereeafore foraed and i-«!iately prior to January 1, 1961, 

lawfully transacting insurance under sections 40-1501 

through 40-l517T-•lld-a¼¼--nuenea-ehereeaT of the Revised 

Codes of Montana, 1947; 

(b) all doaestic autual rural 

formed and immediately prior to January 

insurers heretofore 

l, 1961, lawfully 

transacting insurance under sections 40-1601 through 

40-l625T-and-ai¼--naenes-ebereeaT of the Revised Codes of 

Montana, 1947; 

(c) all insurers bereafeer foraed under this chapter. 

(2) All aaeb insurers qualifying under subsection (l) 

may be referred to as •tar■ autual insurers". 

(3) Naehin9--~n--ebe The insurance laws of this state 

ahaii-be-deeaed--eo do not apply to or governL either 
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directly or indirectlyL doaestic fara autual insurers except 

as contained or referred to in this chapter. 

(4) The following chapters and sections of this title 

■lse-■h■ll apply to far■ mutual insurers to the extent se 

applicable and not inconsistent with the express provisions 

of this chapter and the reasonable iaplications of •~eh the 

ezpreas provisions: parts 1, 2, 3, 4, and 7 of chapter li 

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. Section 33-4-203, IICA, is aaended to read: 

"33-4-203. Approval of articles ~nceaent of 

corporate ezistence. (1) Upon receipt ~h•r-f of proposed 

articles of incorporation, the coaaissioner 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 Aaerica or of this state, he the 

attorney general shall aake a certificate of the facts and 

return it with the proposed articles to the c:o11aissioner. 

(2) If the ~issioner de- considers the name of the 

proposed corporation to be so siailar to one already 

appropriated by another company or corporation as to be 

likely to mislead the public, be the ~issioner shall 
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reject the name applied for and shall notify the 

incorporators thereof of the rejection. 

(3) When the proposed articles of incorporation have 

been approved by the attorney general, the C01111issioner 

shall likewise endorse hia the commissioner's approval upon 

each set of the articles7-fi¼e-ene-ee~-tn-hta-off¼ce7 and 

forward the--e~her--three four sets of articles to the 

incorporators. The incorporators shall file one of each the 

sets of arti~les with the secretary of state, one set with 

the coaaissioner bearing the certification of the secretary 

of state, and one set with the county clerk of the county 

wheretn--ta-¼oe•~•8 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 

reaaining set of articles eh■ l¼ must be aade a part of the 

corporation's records. 

(4) The corporation ehel¼-h■•e has legal ezistence as 

sneh upon the approval of the articles by the attorney 

general and the c0111111issioner and completion of the filings 

referred to in subsection (3) aee•e, but it shall ~ not 

transact business as an insurer until it has fulfilled the 

requir-nts 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: 

"33-11-104. Risk retention groups not chartered in this 
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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 subllit to the coamissioner: 

(a) a stateaent 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 aneh other information, including infor.ation 

on its membership, as the c01111issioner requires to verify 

that the risk retention group is qualified under 

33-11-102(7): 

(bl a copy of its plan of operation or a feasibility 

study and revisions of aueh the plan or study subaitted to 

its state of doaicile. 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 of 19B1 (15 u.s.c. 3901 through 

3904) before it was aaended 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 dater and 

(cl a stat-nt of registration that designates the 
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C011B.issioner as its agent for the purpose of receiving 

service of legal docuaents or process. 

(2) A risk retention group doing business in this state 

shall submit to the .,._issioner: 

(a) a copy of the group's financial statement submitted 

to its state of doaicile, which must be certified by an 

independent public accountant and contain a statement of 

opinion on loss and loss adjustment ezpense reserves made by 

a meaber of the Aaerican 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 exaaination of the risk retention 

group as certified by the insurance regulatory official of 

the state in which the exaaination was conducted or public 

official conducting the exaaination; 

(c) upon request by the commissioner, a copy of any 

audit performed with respect to the risk retention group; 

and 

(d) aueh !!.!!l'.. inforaation as may be required to verify 

the group's continuing qualification as a risk retention 

group under 33-11-102(7). 

(3) (a) All preaiuas 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. 
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(bl To the extent that an insurance producer is used, 

he the insurance producer shall repcrt and pay the taxes for 

the pr-iWIB for risks that he-llas !!!_ 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 repcrt all pr-iuas 

paid to it for risks insured within the state. 

(4) Each risk retention group, its insurance producers, 

and its representatives shall c011ply with Title 33, chapter 

18, part 2. 

(5) Each risk retention group shall c011ply with the 

provisions of Title 33, chapter 18, part 2, regarding 

deceptive, false, or fraudulent acts or practices. However, 

if the CC11aiaaioner aeeka an injunction regarding such the 

conduct, the injunction 1111st be obtained from a court of 

c011petent jurisdiction. 

(6) Each risk retention group shall subait to an 

exa.aination by the C01111iaaioner to deter■ine its financial 

condition if the insurance regulatory official of the 

jurisdiction where the group is chartered has not initiated 

an exaaination or does not initiate an exaaination within 60 

days after a request by the a-issioner. The ellallination 
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■ust be coordinated to avoid unjustified repetition and be 

conducted in an expeditious manner in accordance with the 

national association of insurance C<>a11issioners exa■iners 

handbook. 

(7) Each policy issued by a risk retention group ■ust 

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 aay not be subject to all of the 

insurance laws and r99ulations of your state. State 

insurance insolvency guaranty funda 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 peraon who ls not eligible for 

membership in the group; and 

(bl the solicitation or sale of insurance by or 

operation of a risk retention group that ls 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 ■ellber or owner of the risk retention group, 

other than in the case of a risk retention group all of 
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whose aembara are insurers. 

(10) A risk retention group may not offer insurance 

policy coverage declared unlawful by the Montana supreae 

court. 

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

and doing business in this state ■nst ~ comply with a 

lawful order issued in a voluntary dissolution proceeding or 

in a delinquency proceeding commenced by the insurance 

regulatory official of any state if there has been a finding 

of financial impair-nt after an examination under 

subsection (6). 

(121 Opon c:aapletion of registration reguire■ents, the 

C0111111issioner 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. Notice and recJistration requir-nts of 

purcbaaing groups. (1) A purchasing group that intends to do 

business in this state shall furniah notice to the 

com■issioner tblllt: 

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

(bl specifies the linea and classifications of 

liability insurance that the purchasing group intends to 

purchase1 

(c) identifies the insurer from which the purchasing 

group intends to purchase its insurance and the do■ icile of 
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the insurer; 

(d) identifies the llontana-licensed insurance producer 

or Montana-licensed surplus inaaranee lines insurance 

producer through which the purchaaing group intends to place 

its business; 

(e) identifies the principal place of business of the 

purchasing group; and 

(f) provides infor■ation required by the co.iissioner 

to verify that the purchasing group is qualified under 

33-11-102(6). 

(2) The purchasing group shall register with and 

designate the .,,,_isaioner as its agent solely for the 

purpose of receiving service of legal docu■ents or process. 

However, sneh the require■ents do not apply in the case of a 

purchasing group: 

(a) (i) that was do■iciled before April 2, 1986, in any 

state of the Onited States: and 

(ii) that was doaiciled on and after October 27, 1986, 

in any state of the Onited States: 

(b) (i) tblllt, before October 27, 1986, purchased 

insurance frOll an insurer licensed in any state; and 

(ii) that, since October 27, 1986, purchased ita 

insurance froa 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 
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(15 u.s.c. 3901 through 3904) before it was amended by P.L. 

99-563, approved on October 27, 19861 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. 

(31 Upon CQ11Pletion of registration requirements, the 

COlllllissioner shall is•~ a 1!!2l!!.r certificate of 

registration to the purchasing group.• 

Section 11. Section 33-14-201, IICA, is aaended to read: 

•33-14-201. Licenae r-irecl fee renewal of 

license. 11) Except as provided in subsection (4), no~ 

person aay not engage in the business of financing insurance 

pre■iuas without first having obtained a license as a 

pre■iu■ finance coapany fro■ the co■■issioner. 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 misdeaeanor. 

(2) The annual license fee is $100. A license may be 

renewed as of January 1 each year, upon pay■ent of the fee 

of $100. The licenae fee ..,_¼¼ mlst be paid to the 

coaaissioner. 

13) The person to whca the license or the renewal 

~hereof of ~ lice119e is issued shall file sworn answers, 

subject to the penalties of perjury, to aaeh !.!!l'. 
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interrogatories as the co■■isaioner -y require. The 

c011111issioner 11111y, at any tiae. require the applicant fully 

to disclose the identity of all stockholders, partners, 

officers, and employees, and he the COllllissioner aay, in his 

the c0111111issioner's discretion, refuse to issue or renew a 

license in the name of any fir■, partnership, or corporation 

if he---ie not satisfied that any officer, employee, 

stockholder, or partner thereof who ■ay materially influence 

the applicant's conduct ■eets the standards of this chapter. 

(4) No--per■on--other---than---a---a■win9a---and---¼-n 

aaaoeiation7---loan~7--tr11■t--eeapany7--or--¼¼eenaed~-finanee 

eoapany7-credie-~n¼en7-or-reaiden~-ina~ranee--prodacer--wfto7 

w¼th¼n--¼5--daya--after--entering--inte-an-¼na~ranee-pre■iaa 

f¼nance-a9reeaent7-tranefera-the-a9reeaent-to-a-¼ieenaee--er 

to-any-of-the-or9anisation■-exe,q,t-11nder-thia-a11b■eetion--y 

engage--in--the--~~a¼neas--of--enter¼n9--¼nto7-acqa¼rin97-or 

ho¼din9-ina~ranee-preai11■-fi1Utnee-a9reeaent•-an¼e■■-!ieenaed 

to-de-ae-by-the-eoaaiasiener~ This sectiOn does not apply to 

and a license is not r5uired of: 

(a) savings and loan associations.! banks.! trust 

companies, licensed finance coapanies, credit unions, and 

resident insurance producers; or 

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

insurance preaium finance aqreeaentr transfers the agreement 

to a licen•ee or to any of the organizations exempt under 
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~his subsection (4}." 

Section 17. Section 33-14-305, MCA, is aaended to read: 

"33-14-305. Return of unearned preaiuaa. (1) Whenever a 

financed insurance contract is canceled by a person other 

than the insur~. the insurer shall process cancellation of 

tbe financed insurance policy on a pro rata basis. The 

insurer shall return whatever gross unearned preaiwu are 

due under the insurance contract to the pre■iUIIII finance 

company for the account of the insured or insureds. 

(2) If the crediting of the return premiuas to the 

account of the insured results in a surplus over the amount 

due fr011 the insured, the preaiua finance company shall 

refund the excess to the insured, except that ao ~ refund is 

not required if saeh ~ excess amounts to less than $1." 

Section 18. section ll-15-303, MCA, is aaended to read: 

"33-15-303. COateAtS of policies ia general 

identification. (11 Every policy shall specify: 

(al the names of the parties to the contract, 

(b) the subject of the insurance; 

(CI the risks insured against; 

(di the tiae when the insurance t:he•e1111der 

~ takes effect and the period during 

insurance ls to continue; 

(el the premiu■; 

under 

which 

(fl the conditions pertaining to the insurance. 
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(21 If under the policy the exact aaount of premium is 

deterainable only at stated intervals or termination of the 

contract, a stateaent of the basis and rates upon which the 

premiua is to be determined and paid sha¼¼ must be included. 

(3) Sabaeet¼ona--t¼t--ead-tit-of-t:h¼a-aeet¼oa-aha¼¼-aot 

app¼y-aa-to-sure~y-eon~rae~s-er-~e-.N!Hlp-¼nattranee-po¼¼eieeT 

t4t All policies and annuity contracts issued by 
insurers and the forms thereof of policies and annuity 

contracts filed with the coaaissioner she¼¼ .!!!!.!!. have 

printed ~hereon on the policy or annuity contract an 

appropriate designating letter or figureL er coabination of 

letters or figureaL or ter- identifying the respective 

forms of policies or contracts, together with the year of 

adoption of •~eh the for■, llbenever any change is made in 

any •~eh form, the designating letters, figures, or terms 

and year of adoption thereen--■lla¼¼ on the form must be 

correspondingly changed." 

Section 19. Section 33-16-106, IICA, is aaended to read: 

•33-16-106. -.!nation by ~ .. i--,r of rating 

organiaationa, adllitted insurers. officers, -nagers, 

insurance producers, and eaployees - eipenae. (11 (a) The 

co-issioner shn¼l7-et:-least-onee-e•ery-S-yeers7-end mayL as 

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

be made an examination of each licensed rating organization. 

He The COIDllliaaioner may, a ■ often as -.y be reasonable and 
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nece■sary, aake or cau■e to be made an examination of any 

advisory organization or 

organization of insurers 

group, 

whi-eh 

underwriting or joint reinsurance. 

(bl In lieu of afty---sueh 

aaaoci&tion, or 

that engages in 

~ examination, 

other 

joint 

the 

commissioner aay accept the report of an eza■ination made by 

the insurance supervisory official of another state or by 

the national asaociation____Q_f_ J~•uranpe C01111issioners. 

(c) In· exaaining any organization, group, or 

association pursuant to this section, the C011111issioner shall 

ascertain whether Stteh an organization, group, or 

association and, in the case of a rating organization, any 

rate or rating aystea -de or used by it, complies with the 

requirements and standards of this chapter applicable to it. 

(2) The co.aissioner aay, at any reasonable tiae, make 

or cause to be aade an ezaaination of every admitted insurer 

transacting any class of insurance to which the provisions 

of this chapter are applicable to ascertain whether etteft the 

insurer and every rate and rating system used by it for 

every class of insurance coaplies with the requirements and 

standards of tbis chapter applicable therete to it. Stteh The 

examination aha¼¼~ 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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eaployees of any aneh organization, group, association, or 

insurer IIIBY be exaained at any ti- under oath and shall 

exhibit all books, records, accounts, documents, or 

agreements governing its aethod of operation, together with 

all data, statistics, and inforaation of every kind and 

character collected or considered by sueh 

group, association, or insurer in the 

~ organization, 

conduct of the 

operations to which sueh the exaaination relates. 

(41 The reasonable cost of any examination authorized 

by this article aha¼¼ aust be paid by the organization, 

group, association, or insurer to be examined." 

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

"33-17-231. Appointaent of insurance producers 

continuation and teraination. (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 there£er as stated in 33-2-708. ~he 

~erm--e£--the-appe¼nea~nt-is-for-¼-year-and-rana-irem-dun~-¼ 

e£-eeeh-year-threugh-Nay-3¼-e£-the-sneeeeding-year~ 

(2) Sub;eet-te-ennus¼-renewe¼-by-the-insurer7-eseh-stteh 

~ appoint11ent ahs¼¼-re-in reaains in effect until the 

insurance producer's license is revoked or otherwise 

terminated unless written notice of earlier termination of 

the appointaent is filed with the coaaissioner by the 
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insurer or_ the insurance producer. Termination of the 

insurer•~ authority in Montana also terminates the 

appoint■ent. 

(3) Annaa¼¼yT--prier--to-Nay-¼T-eeeh-¼n•arer-•ha¼¼-f¼¼e 

w¼th-the-e-¼aa¼&fter-an-e¼pllebet¼ea¼-¼i•t-in--dap¼ieete--of 

ehe-neaea-and-addrea■ea-of-ai¼-i~a-inaarance-pr&d~eers-wttese 

eppaint-nta---in--thia--atete--are--to--re■e¼n--¼n--effeetT 

aeeoapenied-hy-peyaeet-of-the-annaa¼-renewe¼-fee-es-provided 

in-33-~-~BBT-At-the-aaae-ti--the-¼nsarer--•he¼¼--a¼so--f¼¼e 

with--the-e-iaaioner-a-ter■ination-report-of-e¼¼-insarenee 

predacers-whoae-appo¼fttaeft~e-in-~his-•~•~e-ere-noe-ea-re-in 

in-effeetT 

t•t Subject to the insurance producer's contract 

rights, an insurer aay ter■inate an insurance producer's 

appointment at any ti-. The insurer shall promptly give 

written notice of aaeh ~ termination to the coaaissioner 

and to the insurance producer. The co■■issioner may require 

of--the--insarer reasonable proof that the insurer has given 

••eh notice to the insurance producer. 

t5till Aa part of the notice of ter■ination given the 

c011■issioner, the insurer shall file with the cca■issioner a 

state-nt of the facts relative to the termination and the 

cause thereof of ter■ination. Any information or statement 

contained in the notice of ter■ination aha¼¼ is not be 

admissible as evidence in any action or proceeding against 
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the insurer or any representative ~hereof of the insurer by 

or in on behalf of any person affected by aaeh the 

termination." 

Section 21. Section 33-17-237, IICA, is ~nded to read: 

"33-17-237. llotification of violation or appointaent 

terllination. (1) Upon the ter■ination 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 departaent. •£-~he-reaaen-ef-~he 

ter■inetion-is-Eor-eny-of-the-eeases-¼¼sted-¼n-33-¼~-¼&&¼-o~ 

33-~5-38¼7-the-¼naarer-aha¼¼-netiEy-tlle-¼nsaranee-depertaent 

of--the--reason--and--the-insarer--¼¼T41poll-reqaest-of-the 

inaaranee--depar~n~7---pro•ide---i•foraa~ion7---deeaaen~•T 

reeordsT--or--other--dete-perteinin9-te-the-terainat¼on-thet 

-y-be-aeed-by-the-inaarenee-deper-nt-¼n-eny-eetion--teken 

parsaent-to-~¼t¼e-337-ehapter-¼7-part-~T 

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

causes listed in 33-17-1001 or 33-25-3011 the insurer shall 

iwdi,tely notify the insurance departaent of the rea~on. 

ill Nh~_n_~ver ~n in~~rance Qoapany or an eaployee or 

representative of the coapany has reasonable cause to 

believe that a person has violated 33-17-1001 or 33-25-301 1 

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

to notify the insurance department and provide the insurance 

department with a coaplete statement of all relevant facts 
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and clrc,aatances. 

(4) The insurer, e-eloyee, or representative shall, 

Ul!!!.D r.!5!!!.!lt of the insurance depArtment, provide 

inforaation, docuaents and records, or other data pertaining 

to the alleged violation or ter■ination that ■ay be used by 

the insurance department in any action taken pursuant to 

Title 33 1 chapter 17 1 part 10. 

titill Any information, documents, records, or other 

data provided pursuant to this section is privll1e9ed and 

there is no liability on the part of nor ■ay a cause of 

action of any nature arise against the insurance departaent, 

the insurance COlllpany, or an authorized representative of 

either so long as the privil~ed information is furnished in 

good faith.• 

Section 22. Section 33-20-101, MCA, is ...,nded to read, 

•33-20-101. &cope. Cl) Except as provided in subsection 

C2), parts 1 through 5 of this chapter apply only to 

contracts of life insurance and annuities, other than 

reinsurance, group life insurance, and group annuities. 

C2) See~ien Sections 33-20-114 and 33-20-131 app¼iea 

~ to group life ·insurance and group annuities.• 

Section 23. Section 33-20-121, MCA, is aaended to read, 

•33-20-121. Probiblted provisions li■itatioaa on 

liability. Cl) A policy of life insurance ■ay not be 

delivered or issued for delivery in this state if it 
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contains a provision.: 

(a) for a period shorter than that provided by statute 

within which an action at law or in equity -y be coaaenced 

on the policy; or 

Cb) 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 ezcluding 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 ailitary forces or 

of any act or hazard of war or action or of service in the 

military, naval, or air forces or in civilian foC'ces 

auxiliary thereto or froa any cause while a ■e■ber 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; 

C iv) while the insured is a resident outside the 

continental United States and canada; or 

Cv) within 2 years froa the date of issue of the policy 

as a result of suicide, while seriously ■entally ill or 
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otherwise, If a life insurance policy contains a dependent 

rider, the dependent coverage may be continued upon payaent 

of the preaiua 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 circuastances to which the 

exclusion or restriction is appliCAble, the insurer will pay 

an aJ10Unt not less than a reserve deterained according to 

the comaissioner'a reserve valuation .ethod on the basis of 

the mortality table and interest rate specified in the 

policy for the calculation of nonforfeiture benefits (or if 

the policy provide■ does not provide for ee---aaeh 

nonforfeiture benefits, e011puted according to a mortality 

table and interest rate determined by the insurer and 

specified in the policy)T-•i~h 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 

insurance, group 

reinsurance. or 

insurance policy 

life insurance, disability insurance, 

annuities or to a provision in a life 

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 cOUlissioner is aore favorable to the 
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policyholder than a provision peraitted by this section.• 

Section 24. Section 33-20-127, NCA, is aaended to read: 

"ll-20-127, Life illSurance policy with long-ten, care 

provi■ion or accelerated benefits provision - pe¼¼ey 

■-ry required. At the tiae of policy delivery, a po¼iey 

suaaary aust be delivered to the insured for an individual 

life insurance policy that provides long-ter■ care benefits 

or accelerated benefits within the policy or by rider. In 

the case of direct response solicitations, the insurer shall 

deliver the po¼iey summary upon the applicant's request but 

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

coaplying with all applicable requireaents, the su■.ary -•t 

also include: 

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

or accelerated benefits interact with other coaponents of 

the policy, including deductions froa death benefits; 

(2) an illustration of the aaount of benefits, the 

length of benefits, and the guaranteed lifetime benefits, if 

any, for each covered person; 

(3) any exclusions, reductions, and 

beeeti~a of long-term care benefits 

benefits, and 

(4) if applicable to the policy type: 

li•itations e11: 

and accele~~ted 

(a) a disclosure of the effects of exercising other 

rights under the policy, 
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lb) a disclosure of guaranties related to long-ter■ 

care costs of insurance chargea; and 

(c) current and projected ■azi■ua lifeti111e benefits.• 

Section 25. Section 33-20-603, IICA, is amended to read: 

•33-20-603. Separate accounts for life insurance or 

annuities. 11) Subject to the provisions of subsection (2), 

a d-•~te life insurer ■ay establish one or ■ore separate 

accounts and ■ay allocate to seeh those accounts the a■ounts 

necesaary to provide for life insurance or annuities and 

benefits incidental ~here~• to the life insurance or 

annuities, payable in fixed or variable a■ounts, or both. 

The a■ounts allocated to seeh the accounts ■ay include 

without li■itation proceeds applied under optional ■odes of 

settle■ent or under dividend options. 

(2) Separate accounts for life insurance or annuities 

established under the .provisions of subsection Cl) are 

subject to the following: 

(a) The income, gains, and losses, realized or 

unrealized, fr<>lll assets allocated to a separate account ■ust 

be credited to or charged against the account, without 

regard to other incoae, gains, or losses of the insurer. 

(b) Except as provided for reserves for guaranteed 

benefits and funds in subsection (c): 

(i I a■ounts allocated to a separate account and 

accuaulations ~hereon on the separate account aay be 
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invested and reinvested in any class of investaent 

authorized under Title 33, chapter 2, part 8, if liaitations 

under 33-2-806 on investaents in stocks are not applicable; 

(ii) the investaents in the separate account or accounts 

may not be considered in applying the invest-nt limitations 

otherwise applicable to the investments of the insurer. 

(c) Except with the approval of the ~issioner and 

under conditions relating to investaents and other 

prescribed matters aa--he--pre■eribea that recognize the 

guaranteed nature of the benefits provided, reserves for 

benefits guaranteed as to a■ount and duration and for funds 

guaranteed as to principal aaount or stated rate of interest 

aay not be 1111&intained in a separate account. 

(d) Unless otherwise approved by the commissioner, 

assets allocated to a separate account aust be valued at 

their market value on the date of valuation or, if there is 

no readily available aarket, 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 coaaissioner, 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 Cc) must be 

valued in accordance with the laws and rules otherwise 

applicable to the insurer's assets. 
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(el AIIOunts allocated to a separate account in the 

exercise of the power granted by this part must be owned by 

the insurer, and the insurer aay not be or bold 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 liabilities with respect to the account· are 

not chargeable witb liabilities arising out of any other 

business the insurer aay conduct. 

(fl (il Ne ~ sale, exchange, or other transfer of 

assets may not be aade by an insurer between any of its 

separate accounts or between any other investment account 

and one or acre 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 

support the operation of the contracts with respect to the 

separate account to which the transfer is made: or 

(Bl the transfer, whether into or fro■ a separate 

account, is made by a tranafer of cash or by a transfer of 

securities having a readily determinable ■arket value and 

the transfer of securities is approved by the coaaissioner. 

(ii) The caai■eioner ■ay approve other transfers aaong 

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

transfers would not be inequitable. 

(91 To the extent an insurer considers it necessary to 
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~-amply 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 investaent trust account, may 

provide, for persons having an interest ~herein 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 investaent policy, investaent advisory services, 

selection of independent public accountants. and selection 

of a committee, the ■eabers of which need not be otherwise 

affiliated with the insurer, to ■anage the business of that 

account.• 

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

•33-22-101. Bxceptions to scope. lk>~hing-in-par~s Parts 

l through 4 of this chapter, except 33-22-107, 33-22-lllL 

33-22-114, 33-22-125, 33-22-130, 33-22-131. 33-22-132, 

(section 34), and 33-22-304, aha¼¼ do not apply to or 

affect: 

(1) any policy of liability or workers' coapensation 

insurance with or without supplementary expense coverage 

therein; 

(21 any group or blanket policy; 

(3) life insurance, endowaent, or annuity contracts or 

eon~rae~s supple-ntal contracts t~t ~here~s-vhieh contain 
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only aaetl ~ provisions relating to disability insurance 

as: 

(a) provide additional benefits in case of death or 

disaetlber-nt or loss of sight by accident or accidental 

means; or 

(bl operate to safeguard aueh contracts against lapse 

or to give a apecial surrender value or special benefit or 

an annuity in the event that the insured or annuitant 

becx.es totally and per-nently disabled, as defined by the 

contract or suppleaental contract; 

(4) reinsurance.• 

Section 27. section 33-22-130, MCA, is aaended to read: 

"33-22-llD. Coverage for adopted children fr- tiae of 

placeaent preezisting conditions. (l) Each group and 

individual die.ability policy, certificate of insurance. or 

aellbership contract that is delivered, issued for delivery, 

renewed, e~tended, or modified in this state and--tbat 

prew¼des--eewera9e--fer--a--t-i!y--aeaber-0£-che-inaared-or 

subseriber aust provide coverage for an adopted child of the 

insured or subscriber to the suae extent as for natural 

children of tbe insured or subscriber. 

(2) The coverage required by this section ■ust be 

effective fr- the date of place■ent for the purpose of 

adoption and ■ust continue unless the place■ent is disrupted 

prior to 1-l adoption and the child is r_,,,ed froa 
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place■ant. Coverage at the ti- of place■ent ■ust include 

tha necessary care and treat■ent of ■adical conditions 

eKisting prior to the date of place■ent. 

(3) As used in this section, •p1aceaent• means 

placement for adoption as defined in 40-8-103." 

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

"33-22-131. Coverage for pbenylketOAuria tr-t■ent. (1) 

Each group or individual disability policy, certificate of 

insurance, and membership contract that is delivered, issued 

for delivery, renewed, eztended, or aodified in this state 

and--that--pra•idea--eaffra9e--far--a--f-■i¼y---■ber-af-the 

ine~red--~r--aabaer¼ber 1111st provide coverage 

treat■ent of phenylketonuria. 

for the 

(2) For the---p,,pase .2!::!!E5!.&es 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 adequate nutritional status. 

(3) These services are subject to the teras of the 

applicable 

certificate, 

group 

or 

or individual disability policy,, 

■e■bership contract that establishes 

durational limits, dollar liaits, deductibles, and copayment 

provisions as long as the terlUI are not less favorable than 

for physical illness generally.• 

Section 29. Section 33-22-132, MCA, is a■ended to read: 
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•33-22-132. Coverage for --,grapby exaainatiooa. (1) 

sach group or individual disability policy, certificate of 

insurance, and lll!llbership contract that is delivered, issued 

for delivery, renewed, extended, or modified in this state 

en<i-tllet-prowidetl--e..,,erage--far--a--faai¼y--aeaer--oE--tbe 

iaseree--or--saloaeriber aust provide aini■ua aaaaograpby 

exaaination cove~age. 

(2) For the purpose of this section, •minillUJI 

-.,grapby exaaination• means: 

(a) one baseline -ram for a woman who ;9 35 years 

of age or older and under 40 Hears of ager 

(bl a --,graa every 2 years for any woaan who is 40 

years of age or older and under 50 years of age or aore 

frequently if rec,-ended by the woman's physician; and 

(c) a aaaaoqram each year for a woman who is 50 years 

of age or older. 

(3) ~heaa-ser•ieee-ere-seb;eet-ta A minimum $70 payaent 

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

-de for each ...-,graphy examination perforaed before the 

apelication __ ~t. the ter11a of the applicable group or 

individual disability policy, certificate of insurance, or 

-1>erehip cont.ract that establish durational liaita, 

deductibles, and copayaent provisions as long as the teraa 

are not leas favorable than for physical illness generally. 

A--atnt---•~•--payaent--eeet--be-asde-for-eaeh---.rapt,y 
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.... ina~ien-perforaedT• 

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

•JJ-22-201. POnut and COlltent. lie ~ policy of 

disability insurance -¼¼ aay not be delivered or issued 

for delivery to any person in this state unless it otherwise 

coaplies with this code and .-,oaplies with the following, 

(l) The entire aoney and other considerations therefor 

for the POlicy aha¼¼ auat be expressed therein~ 

22!.ill· 
(2) The time when the insurance takes effect and 

terminates aha¼¼ must be expressed there¼n in the policy. 

(3) lt-ehel¼-par~t-to The POlicy aav. insure only one 

person, except that a policy -y insure, originally or by 

subsequent aaendment, upon the applica~ion of an adult 

■ember of a family who ehall-be-deeaed is the policyholder, 

any two or ■ore eligible aembers of that family, including 

husband, wife, dependent children or any children under a 

specified age whieh-ahe¼l that -x not exceed 19 years, and 

any other person dependent upon the policyholder. 

(4) The style, arrangeaent, and overall appearance of 

the policy ■hell -x not give - undue proainence to any 

portion of the text, and every printed portion of the text 

of the policy and of any endoraeaents or attached papers 

shell must be plainly printed in lightfaced type of a style 

in general use, the Biae of which shell must be unifora and 
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not lea■ tban 10 point vitb a lowercase, unapaced alphabet 

length not leas tban 120 point. 

(51 The •text• aha¼¼!!!!!!.!:. include all printed matter 

except tbe naae and address of the insurer, name or title of 

the policy, the brief deacription, if any, and captions and 

aubcaptiona. 

(61 The exceptions and reductions of indemnity aha¼¼ 

!!!!!!.!:. be ■et forth in the policy and, other than those 

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

through 33-22-231, ■Ila¼¼!!!!!!.!:. be printed, at tbe insurer's 

option, either included with the benefit provision to which 

they apply or under an appropriate caption such aa 

•Exceptions• or •zzceptions and Reductions•, except that if 

an exception or reduction specifically applies only to a 

particular benefit of the policy, a stateaent of sach the 

exception or reduction sba¼i must be included with tbe 

benefit provision to vhicb it applies. 

(7} Each saeh fora. including riders and endorsements, 

aha¼¼ must be identified by a fora number in the lower 

left-hand corner of the first page thereef of the form. 

(8) The policy ua¼¼ aaY not contain ne ~ provision 

purporting to aake any portion of the charter, rules. 

constitution, or bylaws of the insurer a part of the policy 

unless each the portion is set forth in full in the policy, 

except in the case of tbe incorporation of or reference to a 

-55-

1 

2 

3 

4 

5 

6 

7 

8 

, 
10 

11 

12 

13 

14 

15 

16 

17 

18 

u 
20 

21 

22 

23 

24 

25 

LC 0868/01 

statement of rates or classification of risks or short-rate 

table filed with the ~iasioner. 

(9) Each individual disability policy, except for a 

single-preaiu■ nonrenewable policy, issued for delivery in 

this state on or after January 1, 1980, aha¼i !!!!!! contain a 

notice stating in substance that if the person to who■ the 

policy is issued is not satisfied for any reason, he the 

person is permitted to return tbe policy within 10 days of 

its delivery, or aaeh ~ longer period aa the policy aay 

provide, and to have refunded the amount of the premium 

paid. A policy returned pursuant to this subsection is void 

fro■ the beginning.• 

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

•33-22-202. Required provisions captions 

oaiaaiona eubetitutiona - order. (1) Except aa provided 

in subsection (2) be¼ov, each atteh 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 saae provisions appear, except that 

the insurer aay, at its option, substitute for one or more 

of aaeh the provisions corresponding provisions of different 

wording approved by the c~issioner which are in each 

instance not less favorable in any respect to the insured or 

the beneficiary. Each saeh provision must be preceded 

individually by the applicable caption shown or, at the 
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option of the insurer, by eaeb ~ appropriate individual or 

group captions or subcaptions as the coaaissioner may 

approve. 

(2) If any eaeb provision is in whole or in part 

inapplicable to or inconsistent with the coverage provided 

by a particular fora of policy, the insurer, with the 

approval of the coaaissioner, shall oait froa eaeb ~ 

policy any inapplicable provision or part of a provision and 

shall IIOdify any inconsistent provision or part of a 

provision in allell: ~ manner as to aake the provision as 

contained in the policy consistent with the coverage 

provided by the policy. 

(3) The provisions wllteb that are the 

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

subject of 

33-22-232 

or any corresponding provisions which are used ¼n-¼¼ea 

tbereef in accordance with ■aeb the cited sections she¼¼ 

aust be printed in the consecutive order of the provisions 

in ■aeb ~ sections or, at the option of the insurer, any 

■aeb provi■ion aay appear as a unit in any part of the 

policy with other provisiona to which it aay be l09ically 

related, provided that the resulting policy ■be¼¼ is not l>e 

in whole or in part unintelligible, uncertain, aabiguous, 

abstruse, or likely to aislead a person to whoa the policy 

is offered, delivered, or issued.• 

Section S2. section 33-22-1703, IICA, i ■ ■-nded to 
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read: 

•33-22-1101. Definitions. AS used in this part, the 

following definitions apply: 

(1) •Emergency services• means services provided after 

suffering an accidental bodily injury or the sudden onset of 

a aedical condition aanifesting itself by acute ayaptoas of 

sufficient severity (including severe pain) tbat without 

i-.liate -dical attention the subscriber or in■ured could 

reasonably ezpect that: 

(a) b¼e the subscriber's or insured's health would be 

in serious jeopardy; 

(b) b¼e the subscriber's or insured's bodily functions 

would be seriously i11paired1 or 

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

(2) "Health benefit plan• aeans the health insurance 

policy or subscriber arrangeaent between the insured or 

subscriber and the health care insurer that defines the 

covered services and benefit levels available. 

(3) "Health care insurer• maana: 

(a) an insurer that provides disability insurance as 

defined in 33-1-2071 

(b) a 

33-30-1011 

health service corporation as defined in 

(C) a health aaintenance organization as defined in 

33-31-102; 
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(d) a fraternal benefit society as described in 

33-7-105; !?!_ 

(e) an-ema¼nt■~ret,or-ea-defined-in-33-¼~-¼8i7-or 

tft any other entity regulated by the ~issioner that 

provides health coverage. 

(4) •eealth care services" ■eans health care services 

or products rendered or sold by a provider within the scope 

of the provider 1 a license or legal authorization or aervicea 

provided under Title 33, chapter 22, part 7. 

(5) •Insured• means an individual entitled to 

reillburseaent for expenses of health care services under a 

policy or subscriber contract issued or adainistered by an 

insurer. 

(6) "Preferred provider• aeans a provider or group of 

providers who have contracted to provide specified health 

care services. 

(7) •Preferred provider agreeaent• 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 33, chapter 22, part 7. 

(9) •subscriber• aeans a certificate holder or other 

person on whose behalf 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: 

•ao-2-203. Participation in prograa taz. (1) Any 

taxpayer• A taxpayer or asaoe¼ationa 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 ~heir 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 thereto 

to this part7~ alld--i-ft--■aeh--e•ent-aaeh The risks may be 

classified by the board and suitable levies may be imposed 

as aay-be agreed upon by the board and aaeh the taxpayers7~ 

whereapon-■aeh The taxpayers ahai¼-be ~ entitled to the 

benefits and protection afforded by the insurance provisions 

of this part. 

(2) Every farmer taxpayer who signifies hia ~ desire to 

bec0111e subject to the provisions of this part shall file in 

the office of the county assessor the properly filled out 

for■ not later than August 15 and aha¼¼-be is chargeable 

with the tax heretneEter 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. Saeh The application for hail 

insurance sha¼¼-be is in full force and effect at noon 12:01 

~ the day i-.iiately following the acceptance of the 
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aaae apPlication by the county aa■eaaor. l 

2 (3l Thia part alla:U, !!.I not be ■o conatrued ea to 

3 empower anyone except the actual owner of the land to make 

4 aaeh the land subject to the hail tax provided in this 

5 part..• 

6 HEW SEC'UOH. Section 34. Praeziati119 condltioaa. (1) A 

7 policy or certificate of disability insurance -Y not 

8 ezclude coverage for a condition for which aedical advice or 

9 treataent was recommended by or received froa a provider of 

10 health care services unlesa the condition occurred within 5 

11 years preceding the effective date of coverage of an insured 

12 person. The condition -y only be ezcluded for a aazi- of 

13 12 aonths. 

14 (2) An insurer may use an application fora designed to 

15 elicit the complete health history of an applicant and, on 

16 the basis of the answers on that application, perfora 

17 underwriting in accordance with the insurer's established 

18 underwriting standards. 

l9 NBII SECTION_._ Section 35. llepealer. Sections 33-17-206 

20 and 33-22-216, MCA, are repealed. 

21 HEW SEC'l'ION. Section 31. Codification inatruction. 

22 [Section 34) is intended to be codified as an integral part 

23 of Title 33, chapter 22, part l, and the provision■ of Title 

24 33, chapter 22, part l, apply to [a■ction 34). 

2S IIIEW l:IECT_IOH. Section 37. llffective data. (Section 33 
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and this section) are effective on passage and approval. 

-End-
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APPROVED BY COMM. ON BUSINESS 
AND ECONOM[C DEVELOPJEN'l' 

bln~ BILL NO. 5'-1-S-

iiFii. ~H 
A BILL FOR AJI ACT~TLED: "AN ACT GENERALLY REVISING TBE 

LAIIS RELATING TO THE REGULATION OF INSURERS ANO IIO'l'OR CLUB 

SERVICE COMPANIES; REVISING 'l'IIE EFFBC'l'IVB DATE PROVISION POR 

BAIL INSURANCE; MENDING SBC'l'IONS 33-1-316, 33-1-501, 

g 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, 

13 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, AJID 80-2-203, 

15 NCA; REPEALING SECTIONS 33-17-206 AND 33-22-216, MCA; ANO 

16 PROVIDING EFFECTIVE DATES." 

17 

18 HIT ENACTED BY TBE LEGISLATURE OF THE STATE OF -,ANA, 

19 Section 1. Section 33-1-316, NCA, is aaended to read, 

20 "33-1-316. Testia>ny cx,apelled 1_,.nity froa 

21 proaecution. A person aay not. be excused fr011 attending and 

22 

23 

24 

25 

testifying or producing any evidence upon any exa■ination, 

investigation, or hearing conducted by or under authority of 

the c01111issioner on the ground that hia the person•• 

testi■ony or the evidence required ef--hi■ aay tend to 

PlEASE RETAIN THIS COPY OF THE BILL. 
IF IT IS NOT AMENDED, IT Will NOT 
BE REPRINTED. h:!,,.---

THERE ARE NO CHANGES ON THIS BILL 
AND WILL NOT BE REPRINTED. PLEASE 
REFER TO INTRODUCED (WHITE) BILL 
FOR COMPLETE TEXT. 
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SENATE STAHDIIIG COIUIITTEE REPORT 

MR. PRESIDENT: 

Pagel of 3 
March 17, 1993 

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: v~F. ,..., ,.« 
Senato--.F7-.n "f n n T un .... l<, ,.. ... ,,, ! -

That such amendments read: 

1. Title, line a. 
Following: "SECTIONS" 
Insert: "15-16-601," 

2. Title, line 15, 
Following: "SECTIONS' 
Insert: "15-1-505," 
Following: "33-17-206" 
Insert: •,• 

3, Page 61, following line 18. 
Insert: "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. (l) (a) A taxpayer is entitled to 
a refund on: 

(i) taxes, interest, penalties, or casts paid more than 
once or erroneously or illegally collected if an appeal 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) Subject 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 order the county 
treasurer to refund to the taxpayer the portion of the taxes, 
interest, penalties, and costs paid to the state treasurer. 

(c) '!'he county cleck and cecocdec shall, al the Lime foe 
filing the cepocL tequiced by 15 l 585, cectify to the state 
auditot, in Lhi! fczm as Llai! state auditoz ma7 pcesccibi!, the 
aaruunts cefunded. In the next setLli!went of the county t1easu1e1 

Ill - Amd. Coard. 
.ah!.. Sec. of Senate 

L.!U} cb. 
l dater Carrying Bill 60ll30SC.Sma 
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with the state, the state auditor shall ~: ..... thi! county treasutet 
czedit foe the state's pottiou of the amounts refunded. 

(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 immediately 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: 

(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 l 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 subsection 
(5)(a)(ii), the first annual installment must be paid within 60 
days after the date of the order by the board of county 
commissioners. Subsequent annual installments must be paid on the 
first business day following October l 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 
H/3 "fr 
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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 provisions of subsections 
( 4) and ( 5), 

(7) The board 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 subsections (4) and (5), but no 
refund may be granted for any taxes paid more 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 from 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) Opon 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: "lS-1-sos,• 
Following: "33-17-206" 
Insert: "," 

-END-
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HOUSE BILL NO. 545 

INTRODUCED BY TOSS, LYNCH, DEBRUYCKER, 

COCCHIARELLA, KENNEDY, T. NELSON, GAGE, MESAROS 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE 

LAWS RELATING TO THE REGULATION OF INSURERS AND MOTOR CLUB 

SERVICE COMPANIES; REVISING THE EFFECTIVE DATE PROVISION FOR 

HAIL INSURANCE; AMENDING SECTIONS 15-16-601, 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, 33-22-101, 33-22-130, 33-22-131, 

33-22-132, 33-22-201, 33-22-202, 33-22-1703, AND 80-2-203, 

MCA; REPEALING SECTIONS 15-1-505, 33-17-206L 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 to read: 

"33-1-316. Testimony cOA1pelled immunity fr0111 

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 cf 

the commissioner on the ground that his ~erson's 

~n, ........... couna 
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testimony or the evidence required 0£--fttm may tend to 

incriminate him or subject him the person to a penalty or 

forfeiture. 

com,e_elled 

However, 

followin.9. 

eompe¼¼ed testimony or evidence 

a claim of privilege a.9.ainst 

self-incriminatio~ or any information directly or indirectly 

derived from compelled testimony or evidence may not be used 

against the person in a criminal prosecution. The 

commissioner may grant immunity from prosecution for or on 

ac~ount of any act, occurrence, transaction, matter, or 

other thing concerning which a person is--eempel¼ed-te 

testify testifies 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 person that are 

contained in the-eompe¼¼ed testimony or evidence given under 

this .2,art. 0 

Section 2. Section 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 

-2- HS 545 
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or policies, riders, endorsements, or forms of unique 

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-~o-forms Forms for use in 

property, marine (other than ocean marine and foreign trade 

coverages), casualty, and surety insurance coverageST--th~ 

r¼¼½ng--required--by--this-subsect½on may be made~ by a 

rating organization on behalf of its members and 

subscribers7--bnt--th¼s--p~e•ision-doee-not-preh¼b¼t ~ a 

member or subscriber £rom-ii¼¼ng-a-rorm on its own behalf. 

(2) The filing 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 waiting 

period. The commissioner 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 disapproving a form or 

withdrawing a previous approval must state the grounds for 

disapproval or withdrawal in sufficient detail to inform the 
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insurer. 

14) The commissioner may by--order exempt from the 

requirements of this sectionL for so long as he the 

commissioner considers properL an insurance document, form, 

or type of document or form specified ½n-the-erder 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 for 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 

ftim 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; 

(bl 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 policies effectuated and 

delivered outside Montana but covering persons r~sident in 

Montana must be filed with the commissioner upon his 

request. 11 

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: 

(l) the insurer is an eligible surplus lines insurer; 

(2) ~he--ftt¼¼--amettnt--or--kind--of-insttranee-eannet-be 

ebta¼ned-£rom-attthor±zed-±nsttrers•-~he-£tt¼¼-amettn~--er--k±nd 

0£--insnranee-uy-be-proettred-£rem-an-e¼i9ib¼e-sttr~¼tts-½±nes 

±nsttrer-¼£-~he-±nsttranee-~rodtteer-J1UJkee--a--d±¼±9ent--seareft 

among--the--insttrers--wfto-are-attthor¼~ed-to-transaet-and-are 

aettte¼¼y--transeeting--the--partictt¼ar--k¼nd--and--e½ass--e£ 

¼nsttranee-in-this-state-and-eaftftet-ebtain-tfte-tul¼-amo~nt-er 

k¼nd-0£-insttranee-trom-an-attthori~ed-insurer~ 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 transacting that line of 

business in this state. If fewer than three insurers are 

authorized and actually transacting the line of business in 
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this state, diligent effort must be met by searching this 

lesser market. 

t3tlli. the insurance is not so procured for the purpose 

of securing advantages-either-as-to: 

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

authorized insurer; or 

and 

(b) an advanta~ terms of the insurance contract; 

t4-till_ 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 person is licensed as a property
7 

.!ru! 

casualty,-and-sttrety insurance producer and possesses a 

current surplus lines insurance license issued by the 

commissioner. 

(2) The commissioner shall issue a surplus lines 

insurance license to any qualified holder of a current 

property7 and casualty,--and--sarety insurance producer 

license only if the insurance producer has: 

(a) remitted to the commissioner the 

prescribed by 33-2-708; 

annual fee 

(b) submitted to the commissioner a completed license 

application on a form supplied by the commissioner; 
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(c) been licensed as a propertyT and casualty,--and 

ettrety insurance producer continuously for 5 years or more; 

and 

(d) filed with the commissioner and there8lter for as 

long as the license remains in effect kept in force a bond 

in favor of the sta_te 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 fte 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 

insurance producer, the producing insurance producer, and 

the commissioner at least 30 days' prior written notice 

thereo£ 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 

(bl only those individuals listed on the corporate 

license transact surplus lines insurance." 

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

•JJ-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 

reputation and financial integrity; and 

good 

(bl 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 

equals the greater of: 

(A) the minimum capital and surplus requirements of 

33-2-109 and 33-2-110; or 

(B) $iT5-miiiion-on-Aprii-iT,-i988,-and-$~T5-miiiion-on 

Aprii-lT7-l999T-After-April-lT7--l9997--an $3 million. An 

insurer possessing less than $4 million subea~~tei capital 

and surplus may satisfy the requirements of this subsection 

upon an affirmative finding of acceptability by the 

commissioner. The commissioner 1 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 

unincorporated group of 

Lloyd's or another similar 

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 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 policyholder, each individual syndicate 

shall meet the minimum capital and surplus requirements of 
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subsection (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 an amount not less than $1.5 million, for the 

protection of all its policyholders in the United States and 

sHeh 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. s~ch The trust fund, which must be included in any 

calculation of capital and surplus or its equivalent, must 

have an expiration date wh~eft-at-no-time that may not at any 

time be less 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 
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licensed in the jurisdiction of the insurer 1 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 period reported. 

(3) In addition to meeting the requirements in 

subsection (1), an insurer is an eligible surplus lines 

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 list of eligible surplus 

lines insurers. No An action may not lie against the 

commissioner or an employee of th~ 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 

commissioner has reason to believe that it: 

the 

( 3); 

(i) is in unsound financial condition; 

(ii) is no longer eligible under subsections (1) through 

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

(iv) does not make reasonably prompt payment of just 

-11- HB 545 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0545/02 

losses and claims in this state or elsewhere. 

(b) The collllllissioner shall promptly mail notice of all 

stteh declarations to each surplus lines insurance producer. 

(5) As used 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 

taz, 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 

delinquency, 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 

commissioner. The penalty when collected, unless collected 

by a justice's court, aha¼¼ must be paid to the state 

treasurer and placed to the credit of the general fund. The 

surplus lines insurance producer license ls also subject to 
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revocation as provided in 33-2-313. 

(2) If a surplus lines insurance producer does not pay 

the stamping fee provided for in 33-2-321 berore-it-¼s-dae, 

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 

delinquency until the stamping fee is pa.id." 

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

"33-2-313. 

license. ( l J 

Revocation or suspension of producer 

The commissioner shall revoke or suspend any 

surplus lines insurance producer license, together with h*s 

!.!:,I license as an insurance producer: 

(a) if the insurance producer fails to file h¼s .!!! 

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); 

tdt--ir-the--insaranee--prodaeer--reJBOYes--the--resident 

s~rp¼us-¼½nes-¼ftsttranee-produeer-ot£¼ee-Erom-th½s-state; 

tet--¼r--the--insaranee--predaeer--remoyes--the-resident 

sttrp¼us-¼½nes-¼neuranee-produeer-ett¼ee-accounts-and-records 

Erom-this-state-dttr%ng-the-~eriod-dttr¼nq-wh¼eh-the--aeeo~nts 

and-reeerds-are-reqa¼red-to-be-maintained-ande~-33-i-3½6t½t~ 
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trtill 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; 

tgtfil if the insurance producer violates any provision 

of this part; or 

thtfil for any of the causes for which an insurance 

producer 1 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 revocation of a surplus lines 

insurance producer license. 

(3) An insurance producer whose license has been so 

revoked or suspended may not again be so licensed within 1 

year thereafter after revocation or suspension or until he 

the insurance producer pays all penalties and delinquent 

taxes that he-owes are owed." 

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

33-2-705. Report on premiums and other consideration 

taz. (1) Each authorized insurer and each formerly 

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~ form e~ 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 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 

insurer 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 Montana, with proper proportionate 

allocation of premium as to stteh 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 stteft 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 etteh the policies. 

As to title insurance, "premium" includes the total charge 

for etteh the insurance. No~ deduction ehall may not be made 

of the cash surrender values of policies. Considerations 
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received on annuity contracts she¼¼~ not be included in 

total direct premium income and she¼¼ are not be subject to 

tax. 

(2) Coincident with the filing of the tax report 

referred to in subsection (1) above, each stteh insurer shall 

pay to the commissioner a tax upon stteh the net premiums 

computed at the rate of 2 3/4\. 

(3) That portion of the tax paid herettnder under this 

section by an insurer on account of premiums received for 

fire insurance sha¼¼ 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 SHeh ~ 

reasonable allocation from eHeh the entire premium to the 

fire portion of the coverage as sha¼¼ must be stated in s~eft 

the report and as may be approved or accepted by the 

commissioner. 

(4) With respect to authorized insurersL the premium 

tax provided by this section shall must be payment in full 

and in 

county, 

lieu 

city, 

of all other demands for any and all state, 

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 
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taxes payable under 50-3-109. 

15) The commissioner may suspend or revoke the 

certificate of authority of any insucer 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 $100 a-day-for-eaeh-day-the-tax-remains-~npaid-past-the 

due-date-er-¼t-0£-the--amouft~--owed--in--tax7--whieftever--is 

~feater plus interest on the delinquent amount at the 

interest rate established 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 s~eh tax liability is 

accrued. 11 

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

"33-2-708. Fees 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 (l){b)) and other charter documents, bylaws, 
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financial statement, examination report, power of attorney 

to the commissioner, 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 insurers 

(B) foreign insurers .•.•••.•••••..••••••••••.• 

$ 600.00 

600.00 

(ii) annual continuation of certificate of authority 

••.••••••••••.••••••••••••.•••••.••••••••.••••.•••.• 600.00 

(iii) reinstatement of certificate of authority 

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 required to 

be paid to the secretary of state by a domestic corporation 

(C) filing 

required 

bylaws or 

25.00 

amendment to bylaws where 

10.00 

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

part of application for original certificate of authority 

25.00 

(e) insurance producer's license: 
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(i) application for original license, including 

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

(ii) appointment of insurance producer, each insurer 

••••• - ■ ••••••••• ~ ••• ■ ••••••••••••••• ■ ••••••••••••••• 

(iii) temporary license ...•..........•••••....• 

10.00 

15.00 

(iv) amendment of license (excluding additions to 

license) or reissuance of master license •••..••••.• 

(f) nonresident insurance producer's license: 

15. 00 

(i) application for original license, including 

issuance of license, if issued .........••..•••••..• 100.00 

(ii) appointment of insurance producer, each insurer 

.................................................... 
{iii) annual renewal of license •.••.....••••••• 

10.00 

10.00 

(iv) amendment of license (excluding additions to 

license) or reissuance of master license ••••.••..•• 15.00 

(g) examination, if administered by the commissioner, 

for license as insurance producer, each examination 

................................................ ' ... 15.00 

(h) surplus lines insurance producer license: 

(i) application for original license and for issuance 

of license, if issued ••.••......•••••••••••.....••. 

(ii) annual renewal of license ••.••....•••••••• 

(i) adjuster's license: 

50.00 

50.00 

(i) application 

of license, if issued 

for original license and for issuance 

.............................. 15.00 
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(ii) annual renewal of license 15.00 

(j) insurance vending machine license, each machine, 

each year ••.....••.•......•.•.............•......•. 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 commissioner's 

office, per page •••.••••••••...•••...••.•....•••••. .so 
(m) policy forms: 

( i) filing each policy form ••..•..••••••••••.• 25.00 

(ii) filing each application, certificate, enrollment 

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

of rates, and clarification of risks 10.00 

(iii) maximum charge if policy and all forms submitted 

at one time or resubmitted for approval within 180 days 

. . .•.•.... .•.•.... ..•.•.... .••.•.... •.. . . . .•.•... .•. 100.00 

(n) applications for approval of prelicensing education 

courses: 

(i) reviewing initial application .•••••.•.•••• 150.00 

(ii) periodic review •••••••.•••••.•••••.•. ~ •••• 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 
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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. Transactions 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--se--me¼nta~fted-as-te clearly and accurately disclose the 

precise nature and details of the transactions, including 

ettch ~ accounting information as-¼e 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 to make investments 

in an affiliate of the insurer making the loans or 

extensions of credit if such 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 1 s admitted assets or 25\ of 
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its surplus as regards policyholders: 

(B) with respect to life insurers, 31 of the insurer's 

admitted assets; 

tetil.ill reinsurance agreements or modifications to 

reinsurance agreements in which the reinsurance premium or a 

change in the insurer 1 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; 

tBtl.!.Yl all management agreements, service contracts, 

and cost-sharing arrangements; and 

tBti:!l 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 considered 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 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 
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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, i.e the 

commissioner may exercise hie 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) For 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 number 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; 

(f) the quality, diversification, and liquidity of the 

insurer 1 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 

subsidiaries 

quality and liquidity of investments in 

made pursuant to 33-2-1104 through 33-2-1106. 

The commissioner may treat any eHeh investment as a 

disallowed asset for purposes of determining the adequacy of 

surplus as regards policyholders whenever in hi8 the 

commissioner 1 s judgment the investment so warrants." 

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

0 33-3-305. Directors -- nwober and election. (1) The 

affairs of every domestic insurer ~ha¼¼~ be managed by 

the number of directors fixed in the insurer's bylaws, which 

sha%% ~ not be less than 5 or more than 21 directors. 

(2) Directors must be elected £reffl-and by the members 
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or stockholders of a domestic insurer, except as provided in 

33-3-306, at sneh the time and place and for etteh 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 qualified. 11 

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

"33-4-101. Scope of chapter 

(1) The chapter applies to: 

provisions applicab1e. 

(a) all domestic mutual hail, fire, and other casualty 

insurers of farm property and stock and rural buildings 

here~orore formed and immediately prior to January 1, 1961, 

transacting insurance under sections 40-1501 lawfully 

through 40-15177-and-a¼¼-ameftdments-the~eto, of the Revised 

Codes of Montana, 1947; 

(b) all domestic mutual rural insurers heret:o£ore 

formed and immediately prior to January 1, 1961, lawfully 

transacting insurance under sections 40-1601 through 

40-16257-and-s¼¼-.,,.endment9-therete, of the Revised Codes of 

Montana, 1947; 

(c) all insurers herea£ter formed under this chapter. 

(2) All etteh insurers qualifying under subsection (1) 

may be referred to as "farm mutual insurers". 

(3) Hothin~-½n-tfte The insurance laws of this state 
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sha¼¼--be--deem~d--~o do not apply to or governL either 

directly or indirectlyL domestic farm mutual insurers except 

as contained or referred to in this chapter. 

(4) The following chapters and sections of this title 

eiso--sh8¼¼ 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 stteh the 

express provisions: parts 1, 2, 3, 4, and 7 of chapter l; 

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

"33-4-203. Approval of articles coaaencement 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 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 commissioner eeeme 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 thereor of the rejection. 

(3) When the proposed articles of incorporation have 

been approved by the attorney general, the commissioner 

shall likewise endorse hie the commissioner's approval upon 

each set of the articles7-£i¼e-ene-set-in--h¼e--eE£¼ee7 and 

forward the~-ether--ehree four sets of articles to the 

incorporators. The incorporators shall file one of stteh 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 

where¼n-is-leeated 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 ehe¼¼ must be made a part of the 

corporation's records. 

(4) The corporation sha¼¼-have has legal existence ae 

s~eh upon the approval of the articles by the attorney 

general and the commissioner and completion of the filings 

referred to in subsection (3) sbe¥e, but it shs¼¼ ~ 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 

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 sueft 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 sue~ 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 of 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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tc) 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 

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 regulatory 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 

(d) etteh !£i: 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 s~eh the 

conduct, the injunction must be obtained from a court of 

competent jurisdiction. 

(6) Each 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 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 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 retention group not chartered in this state 

and doing business in this state mttst ~ comply with a 

lawful order issued in a voluntary dissolution proceeding or 

in a delinquency proceeding commenced by the insurance 

regulatory official of any state if there has been a finding 

of financial impairment 

subsection (6). 

after an examination under 

(12) Upon completion of registration requirements, the 

commissioner shall issue to the risk retention ~ a 

proper certificate of registration. 11 

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

"33-ll-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 inattranee lines 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 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, e~eh !h.!, 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; 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 

insurance from an insurer licensed in any state; 

(c) that was a purchasing group under the requirements 
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of the federal Product Liabilit•y 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 registration reguire~~~~fu_ the 

commissioner shall issue a .E!.2.E.er certificate of 

registration to the purchasing group." 

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

•33-14-201. License required fee renewal of 

license. (1) Except as provided in subsection (4), no ~ 

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 sha¼¼ must be paid to the 

commissioner. 

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

thereo£ of the license is issued shall file sworn answers, 
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subject to the penalties of perjury, to atteh any 

interrogatories as 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--ia not satisfied that any officer, employee, 

stockholder, or partner thereof who may materially influence 

the applicant's conduct meets the standards of this chapter. 

(4) No---person---other---than---a---aa•ings--and--¼oan 

assoeia~ien7--baftk7--trast--eempafty7--or--¼ieeneed---fiftanee 

eompany7--ered¼t--anion7-or-reeident-insttranee-predtteer-who7 

w¼thin-¼5-daye-after--entering--into--an--inattranee--premittm 

£inanee--agreement;-tranefers-the-agreement-te-a-¼ieensee-er 

to-any-ef-the-organizatiens-exempt-ttnder-Ch¼s-enbseet¼on-may 

engage-¼n-the--bnsiness--e~--entering--inCey--aeqn¼ring7--o~ 

ho¼d¼ng-¼nsttranee-premittm-Einance-agreements-an¼ess-¼ieensed 

Ce-do-se-by-the-eelll!lliesieftero This section does not apply to 

and a license is not re_g_uired of: 

(a) savings and loan associations, banks, trust 

companies, licensed finance companies, credit unions, and 

resident insurance producers; or 

(bl 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 subsec,_t~on ill·" 

Section 17. Section 33-14-305, MCA, is amended to read: 

"33-14-305. Return of unearned premilllllS. (l) Whenever a 

financed insurance contract is canceled by a person other 

than the insured, the insurer shall process cancellation of 

the financed insurance policy on a pro rata basis. The 

insurer shall return whatever gross unearned premiums are 

due under the insurance contra·ct 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 ao ~ refund is 

not required if sueh ~ excess amounts to less than $1. 11 

Section 18. 

"33-15-303. 

Section 33-15-303, MCA, is amended to read: 

Contents of policies in general 

identification. (1) Every policy 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 therett~der under 

~ takes effect and 

insurance is to continue; 

(e) the premium; 

the period during which 

the 

the 
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(f) the conditions pertaining to the insurance. 

(2) If 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 sfta¼¼ must be included. 

(3) Stteseet¼ons-ttt-and-tit-of-th¼s-seet¼on--shatt--not 

app¼y-as-~e-surety-een~raets-er-to-greup-insttrenee-po¼ieies• 

t4t All policies and annuity contracts issued by 

insurers and the forms thereof of Eolicies and annuit!{ 

contracts filed with the commissioner shaH, must have 

printed thereon on the eolici or annuit:i: contr~ct_ an 

appropriate designating letter or figureL or combination of 

letters or figuresL or terms identifying the respective 

forms of policies or contracts, together with the year of 

adoption of stteft the form. Whenever any change is made in 

any stteft form, the designating letters, figures, or terms 

and year of adoption thereon--sha¼t 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. (l) (a) The 

commissioner sha¼¼T-8t-¼ease-onee-every-S-years7-and mayL 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 wh±eh that engages in 

underwriting or joint reinsurance. 

joint 

( b) In lieu of e:!'l:y---!lljeh an examination, the 

commissioner may accept the report of an examination made by 

the insurance supervisory official of another state Q.!.._____.2Y 

the national association of insurance commissioners. 

(c) In examining any organization, group, or 

association pursuant to this section, the commissioner shall 

ascertain whether etteft 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 sneft 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 thereto to it. Baeh The 

examination shall ~ 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 sneh 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 sneh !!! organization, 

group, association, or insurer in the conduct of the 

operations to which saeh the examination relates. 

(4) The reasonable cost of any examination authorized 

by this article aha¼¼ must be paid by the organization, 

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 teraination. (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 therefor as stated in 33-2-708. ~he 

term-o£-tfte-appo¼ntment-is-£er-¼-year-and-rans-£rem--anne--¼ 

o£-eaeft-year-throagh-May-3¼-e~-the-saeeeedin~-yearT 

(2) Snb;eet-te-annna¼-renewa¼-by-the-insarer7-eaeft-stteh 

Each appointment shall--rema¼n remains in effect until the 

insurance producer•s license is revoked or otherwise 

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

insurer or the insurance producer. Termination of the 

insur~r•s autl'lori ty in Montana also terminates the 

appointment. 

(3) Anntta¼¼y7 -pr¼or-to-May-¼7-eaeh-¼nsnrer--sha¼¼--£¼¼e 

w¼th--the--eelllfflissioner-an-a¼phabetiea¼-¼ist-¼n-dttp¼icate-of 

the-names-and-addresses-of-a¼¼-its-¼ftenranee-prodncers-whose 

appointments--¼n--this--state--are--to--rema¼n--in---effect, 

accompen¼ed-by-peyment-of-the-anntta¼-renewa¼-fee-as-provided 

in--33-i-~ea,--At--the-same-time-the-insttrer-sha¼¼-a¼ao-ti¼e 

w¼th-the-eefflll\issioner-a-term¼nat¼on-repert-ot-a¼¼--insttrance 

~rodttcers-whoae-ap~intments-in-this-state-are-ne~-~o-remain 

~ft-effeetT 

t•t 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 sueh the termination to the commissioner 

and to the insurance producer. The commissioner may require 

0£-the-insure~ reasonable proof that the insurer has given 

stteh notice to the insurance producer. 

t5till 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 

thereet of_termination. Any information or statement cause 

contained in the notice of termination sha¼¼ is not be 
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admissible as evidence in any action or proceeding against 

the insurer or any representative thereef of the insurer by 

or ¼ft on behalf of any person affected by a~eh the 

termination." 

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

"33-17-237. Notification of violation 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. %£-the-reason-of-the 

term¼nat¼en-¼e-for-any-ef-the-eattees-¼isted-in-33-¼T-¼96¼-er 

33-i5-3&¼,-the-¼nsurer-sha¼¼-noti~y-the-¼nsuranee-department 

ef-the-reason-and-the-¼nsttrer-sha¼¼,--npon--reqtteet--0£--the 

¼nsttranee---department7---prov¼de---in£orme:t¼en7--doc~ments7 

reeerds,-or-other-data-perta¼n¼ng-to--the--term¼nation--that 

may--be-ttsed-by-the-insuranee-de~ar~ment-in-any-aetien-taken 

pnrsttant-to-~¼t¼e-33,-ehapter-¼,-part-TT 

(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) Whenever 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 33-25-301, 

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

to notify the insurance department and provide t!}e 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 insurance department, p_rovide 

information, documents and records, or other data pertaining 

to the alleged violation or termination that may be used by 

the insurance department in any action taken pursuant to 

Title 33, chapter 17, part 10. 

tit~ 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, er 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 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 life insurance and annuities, other than 

reinsurance, group life insurance, and group annuities. 

(2) Sectioft Sections 33-20-114 and 33-20-131 appries 

~ to group life insurance and group annuities. 11 

Section 23. Section 33-20-121, MCA, is amended to read: 

•33-20-121. Prohibited provisions liaitations on 

liability. (1) A policy of life 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 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 or 

flight; 

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

occupations; 

(iv) while the insured is a resident outside 

continental United States and Canada; or 

the 

(V) within 2 years from the date of issue 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 9ontinued upon payment 

of the premium for the dependent rider. 

(2) A policy that contains an exclusion or restriction 

putsuant 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 reserve determined according to 

the commissioner'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 prov~Oes does not Erovide for ne--sueh 

nonforfeiture benefits, computed according to a mortality 

table and interest rate determined by the 

specified in the policy)7-w±th or by any other 

insurer and 

method more 

favorable to the policyholder, with adjustment for 

indebtedness or dividend credit. 

(3) This section does not apply to industrial life 

insurance, group life insurance, disability insurance, 

reinsurance, or annuities or to a provision in a 

insurance policy relating to disability benefits 

life 

or to 

additional benefits in the event of death by accident 

accidental means. 

or 

( 4) This section does not prohibit a provision that in 
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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 or accelerated benefits proy_ision peHey 

sumary required. At the time of policy delivery, a po¼¼ey 

summary must be delivered to the insured for an 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 ~e¼iey 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: 

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

or accelerated benefits 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: 

any exclusions, reductions, and limitations Oft ( 3) 

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: 

•JJ-20-603. Separate accounts for life insurance or 

annuities. (1) Subject to the provisions of subsection (2}, 

a demes~ie life insurer may establish one or more separate 

accounts and may allocate to sneh those accounts the amounts 

necessary to provide for life insurance or annuities and 

benefits incidental ~here~e to the life insurance or 

annuities, payable in fixed or variable amounts, or both. 

The amounts allocated to snch the accounts may include 

without limitation proceeds applied under optional modes of 

settlement 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 for reserves for guaranteed 

benefits and funds in subsection (C): 

(i) amounts allocated to a separate account and 
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accumulations thereon 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 es--he--preser±bes 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 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 
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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 

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 liabilities with respect to the account are 

not chargeable with liabilities arising out of any other 

business the insurer may conduct. 

(f) (i) No~ sale, e~change, or other transfer of 

assets may ~ 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 to 

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 ft~s the ~ommissioner 1 s opinion, 

transfers would not be inequitable. 

-49- HB 545 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0545/02 

(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 having an interest ~here¼ft 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~ 0 

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

"33-22-lOl. Exceptions to scope. Noth¼n9-¼n-parts Parts 

l through 4 of this chapter, except 33-22-107, 33-22-lllL 

33-22-114, 33-22-125, 33-22-130, 33-22-131, 33-22-132, 

[section 34], and 33-22-304, sha¼¼ do not apply to or 

affect: 

(l) any policy of liability or workers' compensation 

insurance with or without supplementary expense coverage 

~fter~in; 

(2) any group or blanket policy; 

(3) life insurance, endowment, or annuity contracts or 

-50- HB 545 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0545/02 

ccntraee-9 supplemental contracts that ~here~e-wh±eh contain 

only sucft 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 such 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 supplemental contract; 

(4) reinsucance. 11 

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

"33-22-130. Coverage for adopted children from time of 

placeaent -- preexisting conditions. (l) 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-~ftat 

pro•¼dee-eeverage-£or-a-!am¼¼y--member--ef--the--insttred--er 

sabsePibeP 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 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 
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prior to 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, 11 placement 11 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 treat-nt. (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-tha~-prevides--eoverage--£er--a--£am%¼y--member--o£--Che 

¼na~red---or---sttbseriber must provide coverage for the 

treatment of phenylketonuria. 

(2) For ~he---pap&se ~ses 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 adequate 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 

provisions as long as the terms are not less favorable than 

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

"33-22-132. 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 

aftd--~fta~--provides--eoverage--£or--a--£am¼½y--member-eE-tfte 

¼ftett~ed--er--sttbser¼ber must provide minimum mammography 

examination coverage. 

( 2) ·For the purpose of 

mammography examination" means: 

this section, "minimum 

(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 is 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) ~hese-serv½ees-are-sub;eet-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 or 

individual disability policy, certificate of insurance, or 

membership contract that establish durational limits, 

deductibles, and copayment provisions as long as the terms 

are not less favorable than for physical illness generally. 
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A-m¼n¼mttm-$T8-payment-must--be--made--fer--eaeh--ma1M1egraphy 

eMemiftaeioft-~rrermed." 

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

•33-22-201. Format and content. Ne ~ policy of 

disability insurance sha¼¼ 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 Cftere£er 

for the policy sfta¼¼ must be expressed efterein in the 

~-
(2) The time when the insurance takes effect and 

terminates sfta¼¼ ~ be expressed eftereift in the policy. 

(3) fe--sfta¼¼-purpere-ee The policy may insure only one 

person, except that a policy may insure, originally or by 

subsequent amendment, upon the application of an adult 

member of a family who shall-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 wh¼eh-shall that may not exceed 19 years, and 

any other person dependent upon the policyholder. 

(4) The style, arrangement, and overall appearance of 

the policy aha¼¼ may not give no 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 

shall~ be plainly printed in lightfaced type of a style 
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in general use, the size of which sha¼¼ must be uniform and 

not less than 10 point with a lowercase, unspaced alphabet 

length not less than 120 point. 

(5) The 11 text" sha¼¼ 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 she¼¼ 

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 3_3-22-231, sfta¼i must be printed, at the insurer 
I
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 only to a 

particular benefit of the policy, a statement of s~eft the 

exception or reduction sfta¼¼ must be included with the 

benefit provision to which it applies. 

(7) Each sceft form, including riders and endorsements, 

sha¼¼ must be identified by a form number in the lower 

left-hand corner of the first page the~ee£ of the form. 

(8) The policy sha¼¼ may not contain na ~ provision 

purporting to make any portion of the charter, rules, 

constitution, or bylaws of the insurer a part of the policy 

unless stteh 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 policy, issued for delivery in 

this state on or after January 1, 1980, sfta¼¼ must contain a 

notice stating in substance that if the person to whom the 

policy is issued is not satisfied for any reason, fte the 

person is permitted to return the policy within 10 days of 

its delivery, or etteft ~ 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 void 

from the beginning." 

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

"33-22-202. Required provisions captions 

omissions -- substitutions -- order. (1) Except as provided 

in subsection (2) be¼ew, each stteh 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 sceh 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 stteft provision must be preceded 
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individually by the applicable caption shown or, at the 

option of the insurer, by eaeh ~ appropriate individual or 

group captions or subcaptions as the commissioner may 

approve. 

(2) If 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 stteh the 

policy any inapplicable provision or part of a provision and 

shall modify any inconsistent provision or part of a 

provision in sttch ~ manner as to make the provision as 

contained in the policy consistent with the 

provided by the policy. 

coverage 

{3) The provisions which ~ 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 ifl--¼±e~ 

tfte~eo£ in accordance with stteh the cited sections she¼½ 

must be printed in the consecutive order of the provisions 

in saeh the sections or, at the option of the insurer, any 

stteh 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 sha¼¼ 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: 

"33-22-1703. Definitions. As used in 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) h±s the subscriber's or insured 1 s health would be 

in serious jeopardy; 

(b) ft¼s the subscriber's or insured 1 s bodily functions 

would be seriously impaired; or 

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

( 2) ''Beal th benefit plan II means the heal th 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) "Health care insurer 11 means: 

(a) an insurer that provides disability insurance as 

defined in 33-1-207; 

(b) a health service corporation 

33-30-101; 

as defined in 

(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; £!_ 

(e) an-adm¼ft¼strator-ae-defined-ift-33-½T-i&i;-or 

tft 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 

services covered within Title 33, chapter 22, part 1. 

or 

(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: 

•ao-2-203. Participation in program tal<. ( 1) Any 

taxpayers A taxpayer or assoe±ations 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 thetr 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 thereto 

to this party~ and-in-saeh--eyent--saeh The risks may be 

classified by the board and suitable levies may be imposed 

as 1114y-be agreed upon by the board and stteh the taxpayersy~ 

wherettpon--stteh The taxpayers shell-be are entitled to the 

benefits and protection afforded by the insurance provisions 

of this part. 

(2) Every farmer taxpayer who signifies h±s ~ desire to 

become subject 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 shall--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 hail insurance 

provisions of this part. Sneh The application for hail 

insurance sha¼¼-be is in full force and effect at noon 12:01 
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~ the day immediately following the acceptance of the 

same application by the county assessor. 

(3) This part sna¼¼ ~ not be so construed as to 

empower anyone except the actual owner of the land to make 

stteh 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 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. 

SECTION 35. S_EC'l'ION _l~l§_-601, _l!CA, 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 erroneously 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) Subject 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 order the 

county treasurer to refund to the taxpayer the portion of 

the taxes, interest, penalties, and costs paid to the 

treasurer. 

state 

tet--~he--eo~nty--e%erk--end-reeorder-shell7-a~-~he-~½me 

for-f¼¼¼ft9-tne-report-req~¼ree-by-i5-i-585,-cert¼fy--to--tne 

s~e~e--attdi~er 7 --in--the--rorm--ee--the--state--aud¼ter--may 

preeeribe7--the--ameunts-re£ttftdedo-fft-the-ftext-sett%ement-e£ 

the-eettnty-treas~rer-w¼th-the-atate7 -the-state-aud¼tor-sheii 

give-~he-coanty-treasurer-eredit-for-the-stateie-portieft--er 

the-amettnts-refttftdedo 
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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 immediately 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 (l) 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 l0 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. 

(b) If the refund is made in annual installments as 

provided in subsection (5)(a)(iiJ, 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 subsection 

(S)(a)(ii), the first annual installment must be paid within 

60 days after the date of the order by the board 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 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 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 

7 overpayment. The refund is subject to the provisions of 

8 subsections (4) and (5), but no refund may be granted for 

9 any taxes paid more than 5 years prior to the date the claim 

10 was received. 

ll (8) All refunds ordered to be paid by the board of 

12 county commissioners must be paid by the county treasurer 

13 out of the general fund of the county, and the county 

14 treasurer shall then make transfers from other county funds 

15 and from state, school district, and other public 

16 corporation funds in his possession as may be necessary to 

17 reimburse the county general fund for payments made from the 

18 fund. 

19 (9) Upon the entering of judgment under 15-2-306, the 

20 county commissioners of the affected county shall order a 

21 refund of the portion of the taxes that the state tax appeal 

22 board has judged should be refunded." 

23 NEW SECTION. Section 36. Repealer. Sections 15-1-505, 

24 33-17-206L and 33-22-216, MCA, are repealed. 

25 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 l, 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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