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INTRODUCED BY aZ~e. BILL. 11(). szs 
1 ' ,.,'v?"~ 

/ 

A BILL FOR Alil ACT ENTITLED: "Alil ACT REVISING THE LAWS 

RELATING TO PARK NUTUAL INSURERS; REMOVING THE REQUIREMENT 

FOR DEPARTMENT OP COMMERCE APPROVAL OP INVESTMENTS IN 

GENERAL OBLIGATION BONDS OR WARRANTS; ALLOWING A PARK MUTUAL 

INSURER TO INVEST IN CORPORATE BONDS AND MONEY MARKET FUNDS; 

REVISING THE TYPES OP BOILDINGS ON liHICH A PARK MUTUAL 

INSURER MAY PROVIDE COVERAGE; AND AMENDING SECTIONS 33-4-403 

AND 33-4-501, MCA." 

STATEMEll'l' OP INTENT 

This bill requires a state-nt of intent because 

33-4-303(1)(9) directs the co■aissioner of insurance to 

define aoney market fund by adainistrative rule. In defining 

the term, the coaaissioner should take into consideration 

liquidity, duration, security, and rate of return. 

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

Section 1. Section 33-4-403, IICA, is amended to read: 

"33-4-403. Inve■taent■ • (1) When ■o directed by a 

majority vote of its aeabera pre■ent at a da¼r--eat¼ed--and 

he¼d meeting of members, the directors of a far■ ■utual 

insurer aha¼¼-have-power-to ~ invest the insurer's funds 
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or any part thereof of the fund■ in any of the following: 

(a) bonds or other securities issued by the United 

States governaent or by any agency thereof of the United 

~; 

(bl bonds or other obligations the payment of the 

interest and principal of which is assuaed or guaranteed by 

the United States govern■ent or any agency thereof of the 

Onitl!;td States; 

(c) general obligation bonds or warrants of any state, 

county, or city, when ree-■ended approved by the 

co■aissioner and-app•o•ed-b1-the-depa•t-nt-of-eeaaeree; 

(d) loans secured by a first aortgage on real estate 

situated in the state of Montana but subject to the 

provisions of subsection (3) below; 

(e) coamon stock of a dmaestic insurer formed as an 

affiliate company to two or more far• ■utual insurers for 

the purpose of offering companion insurance products that 

farm ■utual insurers are prohibited fr011 selling. Saeh The 

invest-nt ■ay not exceed one-third of the assets of the 

far■ ■utual insurer. 

jf) corporate bonds that are rated Al or better by 

MOody's investor service, inc., or A- or better by Standard 

and Poor's corporation and that are issued with the full 

credit of the parent corporation. An investaent in corporate 

bonds ■ay__not ~•ceed 201 of th~to~al assets of the mutu~l 

-2- /Id 'S'l'i: 
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insurer, and no 110re than 51 of the total assets of the 

autual insurer may be invested with one corporation. 

i9l monex aarket funds as defined bx rules ado2ted bx 

the commissioner. An investment in mone~ market funds max 
not eJtceed 201 of the total assets of the mutual insurer,: 

and no 110re than 51 of the total assets of the mutual 

insurer may be invested in a single money market fund. 

C21 At the time of aaking enrsaeh !.!!. investment the 

docuaent evidencing the•- investment must be stamped with 

the name of the insurer with the following notation printed 

or written thereon on the docwoe~: "Negotiable only upon 

the order of the Board of Directors of 

inaurer).• 

(naming the 

Cl I No ~ real estate loan sheii !!!!l'. n_ot be for more 

than 601 of the appraised value of the real estate securing 

the loan, and the appraisal must have been made within 30 

days prior to the date of the loan, No-aaeh The loan ahoii 

ma.l.......!!£! be for a ter■ longer than 10 years. ~he-fore9o¼n9 

proY¼aions-ahoii This subsection does not be--deemed--to 

prevent the renewal or extension of loans already made and 

ahaii ~ not apply to real estate loan• wh¼eh that are 

insured under the provisions of any act of the congress of 

the United States or to the aaking, extension, or renewal of 

any loans wh¼eh ~ are aade under subchapter II of the act 

of congress known as the "Service-n'a Readjust-nt Act of 

-3-
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1944•, or any amendment thereof or supplement thereto, as to 

any part of ••eh the loans;~ ner-sha¼¼-aueh-prc•iaiona-~e 

dee■ed-ee This subsection does not prevent an insurer from 

taking another and inunediately subsequent mortgage or deed 

of trust when it already holds a first mortgage or deed of 

trust on the same real estate or from accepting a second 

lien on real estate to secure the payment of a debt 

previously contracted in good faith~~ ner-aha¼¼-i~ This 

subsection does not prevent subsequent liens of any kind 

from being taken to secure the pay■ent of a debt previously 

contracted in good faith when in the judgment of the 

insurer 1 s board of directors aaeh the subsequent liens are 

necessary farther to further secure the pay■ent of any debts 

and save the insurer from loss.• 

Section 2. Section 33-4-~0l, MCA, is a■ended to read: 

"33-t-501. Inauring powers in general. (1) In respect 

to property insurance as defined in 33-1-210, a farm mutual 

insurer shall insure against loss or damage by fire or other 

casualty only: 

Ca) far■ !.!!!'.!! dwellings and buildings, including the 

usual contents ~herein, far• livestock, machinery, vehicles, 

growing crops, and other for11& of far■ property owned by a 

aellber of aaeh the insurer or by hi• the meaber's spouse; 

(b) residential dwellings, appurtenant structures, and 

personal property owned by a ■eaber of the insurer or by the 

-4-
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.aeaber's spouse and located outside t~_bo~nda~ies of an 

incorporated city or town; 

tbt1£1. dwellings and related buildings designed for 

4 occupancy by not over two families, together with the usual 

S contents ~hereof, situated in an incorporated city or town 

6 if sneh the property is owned by a meaber of the insurer.or 

7 by his the ■ember's spouse and if sneh the ....t>er has other 

e insurance of far■ rural property with the insurer fer-a 

g 

10 

anbetantia¼-a1110nne; 

tetill rural schoolhouses and buildings used in 

11 connection ~herewi~h with the schoolhouse, rural coaaunity 

12 housesL er rural churchesL or other rural public buildings. 

13 121 A far■ ■utual insurer may insure against the 

14 liability risks provided in 33-l-206(ll(b) only to the 

15 extent of the li■it of risks provided in 33-4-502(31 and 

16 only if every policy bears on its face in boldface type a 

17 state■ent that each ■e■ber of the far■ mutual insurer is 

18 subject to a contingent liability under 33-3-411. 

19 131 Ezcept as provided in subsection (ll(C) elM>••• an 

20 insurer ■ay not insure any property not owned by a ■e■ber or 

21 by hi■ the ■e■ber's spouse. 

22 14) An insurer ■ay not insure any property situated 

23 within the li■its of incorporated towns or cities except as 

24 provided in subsection ttttbt ill.i.£1 ■ IM>•e and ■ay not ee 

25 insure the property unless it haa and ■aintains the surplus 

-5-

l funds as requited under 33-4-401." 

-End-

-6-

LC 1106/01 



53rd Legislature LC 1106/01 

APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOP~ 
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INTRODUCED BY 

;/t~e_ BILL NO. S7S-

/. ( ' t,,L..,,,./ /4:-v 
I / 

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

RELATING TO FARM MUTUAL INSURERS; REMOVING THE REQUIREMENT 

FOR DEPARTMENT OF CONMERCE APPROVAL OF INVESTMENTS IN 

GENERAL OBLIGATION BONDS OR WARRANTS; ALLOWING A FARM MUTUAL 

INSURER TO INVEST IN CORPORATE BONDS AND MONEY MARKET FUNDS; 

REVISING THE TYPES OF BUILDINGS ON WHICH A FARM MUTUAL 

INSURER NAY PROVIDE COVERAGE1 AND AMENDING SECTIONS 33-4-403 

AND 33-4-501, MCA." 

STATEMENT OF INTENT 

This bill requires a atate■ent of intent because 

33-4-303(1)(9) directs the ccaaissioner of insurance to 

define money market fund by administrative rule. In defining 

the term, the coamaissioner should take into consideration 

liquidity, duration, security, and rate of return. 

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

Section 1. Section 33-4-403, MCA, is amended to read: 

"33-4-403. Inve■t-nt■• (1) When se directed by a 

majority vote of its ae■bers preaent at a da¼y--e■¼¼ed--and 

he¼d meeting of ■e■bers, the directors of a far■ mutual 

insurer aha¼¼-hawe-pewer-te ~ invest the insurer's funds 

~--
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or any part thereef of the funda in any of the following: 

(a) bonda or other securities issued by the United 

States governaent or by any agency thereef of_the United 

.States, 

(b) bonds or other obligations the payment of the 

interest and principal of which is assuaed or guaranteed by 

the United States governaent or any agency thereef of the 

United States; 

(c) general obligation bonds or warrants of any state, 

county, or city, when ree-ended aeproved by the 

coaaisaioner and-approved-by-the-depart■ent-eE-eo-eree; 

(d) loans secured by a first aortgage on real estate 

situated in the state of Montana bu.t subject to the 

provisions of subsection (3) below; 

(e) ca.aon stock of a domestic insurer formed as an 

affiliate c0111pany to two or more farm mutual insurers for 

the purpose of offering companion insurance products that 

farm mutual insurers are prohibited fr0111 selling. Saeh The 

invest■ent may not exceed one-third of the assets of the 

farm ■utual insurer. 

(fl corporate bonds that are rated Al or better by 

Moody's investor service, inc., or A- or better by Standard 

and Poor's cor~ration and that are issued with the full 

credit of the parent corporation. An investment in corporate 

bonds •aL....!!,_o~ excee~ 201 of the total assets of the mutual 

-2- f/6 57S' 
SECOND READING 
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insurer, and no 1110re than 51 of the total assets of the 

■utual insurer aay be invested with one corporation. 

191 money aarket funds as defined b? rules ado2ted bx 

the coaaissioner. An investment in aoney market funds max 
not exceed 20\ of the total assets of the mutual insurer 1 

and no aore than 51 of the total assets of the mutual 

insurer may be invested in a single money market fund. 

12) At the time of making afty-stteh !!! investment the 

docu■ent evidencing the aaae investaent must be stamped with 

the na■e of the insurer with the following notation printed 

or written thereon on the docuaent: NNegotiable only upon 

the order of the Board of Directors of 

insurer)." 

( naming the 

13) No ~ real estate loan aha¼¼~ not be for more 

than 60\ of the appraised value of the real estate securing 

the loan, and the appraisal must have been made within 30 

days prior to the date of the loan. Ne-stteh The loan shall 

ma~ be for a term longer than 10 years. ~he-fore9oing 

pro?iaians-ah■ ii This subsection does not be--dee■ed--ta 

prevent the renewal or extension of loans already made and 

she¼¼ does not apply to real estate loans whteh that are 

insured under the provisions of any act of the congress of 

the United States or to the making, extension, or renewal of 

any loans which that are aade under subchapter II of the act 

of congress known as the •service■en's Readjustment Act of 

-3-
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1944•, or any aaendaent thereof or supplement thereto, as to 

any part of saeh the loan•T~ ftor-■hall-■aeh-pro•i■iona-be 

deeaed-to This subsection does not prevent an insurer froa 

taking another and i-ediately subsequent mortgage or deed 

of trust when it already holds a first 1110rtgage or deed of 

trust on the saae real estate or from accepting a second 

lien on real estate to secure the payment of a debt 

previously contracted in good faith7~ ner-she¼l-it This 

subsection does not prevent subsequent liens of any kind 

from being taken to secure the payment of a debt previously 

contracted in good faith when in the judgment of the 

insurer's board of directors aaeh the subsequent liens are 

necessary fartheT to further secure the payment of any debts 

and save the insurer from loss." 

Section 2. Section 33-4-501, MCA, is amended to read: 

"33-4-501. Insuring powers in general. 11) In respect 

to property insurance as defined in 33-1-210, a farm mutual 

insurer shall insure against loss or damage by fire or other 

casualty only: 

(a) term rural dwellings and buildings, including the 

usual contents ~herein, far■ livestock, machinery, vehicles, 

growing crops, and other forms of farm property owned by a 

member of aach !!!!; insurer or by hi• the ■ember's spouse; 

(b) residential dwellings, appurtenant structures, and 

personal property owned by a member of the insurer or by the 

-4-
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■ember•s spouse and located ou~side the boundaries of an 

incorporated city or town: 

t~ti£l dwellings and related buildings designed for 

occupancy by not over two families, t09ether with the usual 

5 contents thereof, situated in an incorporated city or town 

6 if saeh the property is owned by a member of the insurer or 

7 by his the member"s spouse and if seeh the -lobe• has other 

8 insurance of far• rural property with the insurer for-a 

9 eabstant¼a¼-a■cant; 

10 tetill rural schoolhouses and buildings used in 

11 connection therewith with the schoolhouse, rural community 

12 houaesi or rural churchesL or other rural public buildings. 

13 (2) A far■ ■utual insurer may insure against the 

14 liability risks provided in 33-l-206(l)(b) only to the 

15 extent of the limit of risks provided in 33-4-502(3) and 

16 only if every policy bears on its face in boldface type a 

17 atate■ent that each ■e■ber of the farm mutual insurer is 

18 subject to a contingent liability under 33-3-411. 

l!I (3) Except as provided in subsection (l)(c) above, an 

20 insurer may not insure any property not owned by a member or 

21 by hia the ■ember's spouse. 

22 (4) An insurer may not insure any property situated 

23 within the limits of incorporated towns or cities except as 

24 provided in subsection tlttbt .l..!li£l above and may not ao 

25 insure the property unless it has and aaintains the surplus 

-5-

l funds as required under 33-4-401." 

-End-

-6-
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INTRODIICED BY 

?t~e_ BILL NO. _fl£ 
l , ,, 1c:m /4-:i,; 

I / 

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

RELATING TO FARM MUTUAL INSURERS; REMOVING THE REQUIREMENT 

P'OR DEPARTMENT OF COMIIERCE APPROVAL OF INVESTMENTS IN 

GEWERAL OBLIGATION BONDS OR WARRANTS; ALLOIIING A FARM MUTUAL 

INSURER TO INVEST IN CORPORATE BONDS AND IIONEY MARKET FUNDS; 

REVISING THE TYPES OF BUILDINGS OIi IIBICB A FARM Mtm.lAL 

INSURER NAY PROVIDE COVERAGE; AND AIIEIIDING SECTIONS 33-4-403 

AND 33-4-501, MCA." 

STATElll!NT OF INTENT 

This bill requires a stateaent of intent because 

33-4-303(11(91 directs the ca-issioner of insurance to 

define 110ney market fund by adllinietrative rule. In defining 

the ter■ , the coaaiaaioner should take into consideration 

liquidity, duration, security, and rate of return. 

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

21 Sec:tlon 1. Section 33-4-403, IICA, ie aaended to read: 

22 

23 

"33-4-403. Invest-nta. (11 When so directed by a 

aajority vote of its ae■bera present at a da¼y--e■¼¼ed--and 

24 h~½d ■eeting of ■e■bers, the dir~ctors of a far■ ■utual 

2S insurer e~all-h••e-pewer-~o ~ invest the insurer's funds 

I&,..,_ ... _ 
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or any part the•-• of the fund• in any of the following: 

(a) bonds or other ■ecuritiee ieeued by the United 

States gov■ rnaent or by any agency the•-• e>f_ the United 

!!.!!!.!,: 

(b) bonds or other obligation■ the payaent of the 

intereat and principal of which i■ a■■uaed or guaranteed by 

th■ United States gov■rnaent or any agency thereof of the 

United State■; 

(c) general obligation bonds or warrants of any ■tate, 

county, or city, when ••c-nded approved by the 

~iaaioner ■IKl-■ppro•ed-by-the-dep■•t-nt-of-c-•ce; 

(d) loan■ •■cured by a flrat aortgage on real estate 

situated in the state of Montana but subject to the 

provisions of subsection (3) bet_, 

te) coaaon ■tock of a d011eatic insurer for■ed as an 

affiliate COllpilny to two or more far• ■utual insurers for 

the purpose of offering companion insurance products that 

far• ■utual insurers are prohibited froa selling. Bach The 

TIIERE ARE NO CHANGES IN THIS BILL 
.-\ND WILL NOT BE REPRINTED. PLEASE 
REFER TO YELLOW COPY FOR COMPLETE TEXT . 

-2- //6 ~,,~ 
THIRD READING 
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HOUSE BILL NO. 575 

INTRODUCED BY DEBRUYCKER 

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

RELATING TO FARM MUTUAL INSURERS: REMOVING THE REQUIREMENT 

FOR DEPARTMENT OF COMMERCE APPROVAL OF INVESTMENTS IN 

GENERAL OBLIGATION BONDS OR WARRANTS; ALLOWING A FARH. MUTUAL 

INSURER TO INVEST IN CORPORATE BONDS AND MONEY MARKET FUNDS; 

REVISING THE TYPES OF BUILDINGS ON WHICH A FARH. MUTUAL 

INSURER MAY PROVIDE COVERAGE; AND AMENDING SECTIONS 33-4-403 

AND 33-4-501, MCA." 

STATEMENT OF INTENT 

This bill requires a statement of intent because 

33-4-303(l)(g) directs the commissioner of insurance to 

define money market fund by administrative rule. In defining 

the term, the commissioner should take into consideration 

liquidity, duration, security, and rate of return. 

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

Section 1. Section 33-4-403, MCA, is amended to read: 

"33-4-4D3. Investments. (1) When so directed by a 

majority vote of its members present at a dtt¼y--ea¼¼ed--and 

fte¼d meeting of members, the directors of a farm mutual 

insurer sha¼¼-haye-power-te ~ invest the insurer's funds 

~•-• .. ••••<oun<• 
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or any part therec£ of the funds in any of the following: 

(a) bonds or other securities issued by the United 

States government or by any agency thereof of the United 

States; 

(b) bonds or other obligations the payment of the 

interest and principal of which is assumed or guaranteed by 

the United States government or any agency thereof of the 

United States; 

(c) general obligation bonds or warrants of any state, 

county, or city, when recommended approved by the 

commissioner 8nd-appro•ed-by-~he-depar~men~-o£-eommerce; 

Id) loans secured by a first mortgage on real estate 

situated in the state of Montana but subject to the 

provisions of subsection (3) be¼ow; 

(e) common stock of a domestic insurer formed as an 

affiliate company to two or more farm mutual insurers for 

the purpose of offering companion insurance products that 

farm mutual insurers are prohibited from selling. Stteh The 

investment may not exceed one-third of the assets of the 

farm mutual insurer. 

(fl corporate bonds that are rated A3 or better by 

Moody's investor service, inc., or A- or better by Standard 

and Poor I s corporation and that are issued with the f-ull 

credit of the parent corporation. An investment in corporate 

bonds may not exceed 201 of the total assets of the mutual 

-2- HB 575 
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insurer, and no more than 5\ of the total assets of the 

mutual insurer may be invested with one corporation. 

{g) money market funds as defined by rules adopted by 

the commissioner. An investment in money market funds may 

not exceed 20% of the total assets of the mutual insurer, 

and no more than S\ of the total assets of the mutual 

insurer may be invested in a single money market fund. 

(2) At the time of making afty-~tteh an investment the 

document evidencing the S8ffle investment must be stamped with 

the name of the insurer with the following notation printed 

or written the~eo" on the document: "Negotiable only upon 

the order of the Board of Directors of .... (naming the 

insurer).'1 

(3) No ~ real estate loan shD¼¼ may not be for more 

than 60\ of the appraised value of the real estate securing 

the loan, and the appraisal must have been made within 30 

days prior to the date of the loan. No-saeh The loan sha¼¼ 

ma~ be for a term longer than 10 years. ~he-foregoing 

pfov±s±ons-sha¼¼ This subsection does not be--deemed--to 

prevent the renewal or extension of loans already made and 

sha¼¼ does not apply to real estate loans which that are 

insured under the provisions of any act of the congress of 

the United States or to the making, extension, or renewal of 

any loans wh¼eh that are made under subchapter II of the act 

of congress known as the "Servicemen's Readjustment Act of 

-3- HB 575 
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1944 11
, or any amendment thereof or supplement thereto, as to 

any part of sneft the loans;~ nor-sha¼¼-sneh-provis±ons-be 

deemed-~o This subsection does not prevent an insurer from 

taking another and immediately subsequent mortgage or deed 

of trust when it already holds a first mortgage or deed of 

trust on the same real estate or from accepting a second 

lien on real estate to secure the payment of a debt 

previously contracted in good faith;~ nor-sha¼¼-±~ This 

subsection does not prevent subsequent liens of any kind 

from being taken to secure the payment of a debt previously 

contracted in good faith when in the judgment of the 

insurer's board of directors 9tteh ~ subsequent liens are 

necessary £ttr~her to further secure the payment of any debts 

and save the insurer from loss." 

Section 2. Section 33-4-501, MCA, is amended to read: 

•33-4-501. Insuring powers in general~ (1) In respect 

to property insurance as defined in 33-1-210, a farm mutual 

insurer shall insure against loss or damage by fire or other 

casualty only: 

(a) £arm rural dwellings and buildings, including the 

usual contents therein, farm livestock, machinery, vehicles, 

growing crops, and other forms of fat'll:l property uwned by a 

member of stteh the insurer or by h±s the member• s spoL :.3e: 

(b) residential dwellings, appurtenant structures. dnd 

personal property owned by a member of t~e insurer or by the 
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member's spouse and located outsid~ ~he boundaries of an 

incorporated city or town; 

tbt1£l dwellings and related buildings designed for 

4 occupancy by not over two families, together with the usual 

5 contents thereof, situated in an incorporated city or town 

6 if s~eh the property is owned by a member of the insurer or 

7 by his the member's spouse and if stteh the member has other 

8 insurance of farm rural property with the insurer Eor-a 

9 ~~bstential-amottnt; 

10 tet.l.!!l rural schoolhouses and buildings used in 

11 connection eherewteft with the schoolhouse, rural community 

12 housesL or rural churchesL or other rural public buildings. 

13 (2) A farm mutual insurer may insure against the 

14 liability risks provided in 33-l-206(l)(b) only to the 

15 extent of the limit of risks provided in 33-4-502(3) and 

16 only if every policy bears on its face in boldface type a 

17 statement that each member of the farm mutual insurer is 

18 subject to a contingent liability under 33-3-411. 

19 (3) Except as provided in subsection (l)(c) aboye, an 

20 insurer may not insure any property not owned by a member or 

21 by his the member's spouse. 

22 (4) An insurer may not insure any property situated 

23 within the limits of incorporated towns or cities except as 

24 provided in subsection t±ttbt .L!.l..l.E.l aboye and may not so 

25 insure !he property unless it has and maintains the surplus 
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1 funds as required under 33-4-401~" 

-End-
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