54th Legislature LC0440.01

BILLNO. 55 (,
INTRODUCED BY Q_‘;«{.

L g o X

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR
INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501,
33-2-117,33-2-301,33-2-302, 33-2-305, 33-2-307, 33-2-501,33-2-5621,33-2-523, 33-2-5625,33-2-5286,
33-2-528, 33-2-529, 33-2-631, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-820,
33-2-1111,33-2-1201,33-2-1216, 33-2-1217,33-2-1218, 33-2-1510, 33-2-1605, 33-3-431, 33-4-202,
33-4-203, 33-5-401, 33-7-117, 33-10-201, 33-10-202, 33-11-102, 33-11-104, 33-11-108, 33-14-304,
33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503,
33-17-603, 33-17-1001, 33-18-212, 33-18-30%1, 33-22-131, 33-22-132, 33-22-201, 33-22-202,
33-22-301, 33-22-303, 33-22-504, 33-22-b08, 33-22-1120, 33-22-1803, 33-22-1819, 33-30-102,
33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND 33-31-311, MCA; AND
REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA."

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

Section 1. Section 2-6-109, MCA, is amended to read:

"2-6-109. Prohibition on distribution or sale of mailing lists -- exceptions -- penalty. (1) Except
as brovided in subsections (3) through (7), in order to protect the privacy of those who deal with state and
local government;

{a) me an agency may not distribute or sell for use as a mailing list any list of persons without first
securing the permission of those on the list; and

(b} me a list of persons prepared by the agency may not be used as a mailing list except by the
agency or another agency without first securing the permission of those on the list.

{2) As used in this section, "agency" means any board, bureau, commission, department, division,
authority, or officer of the state or a local government.

(3) Except as provided in 30-9-403, this section does not prevent an individual from compiling a
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mailing list by examination of original documents or applications which are otherwise cpen to public
inspection.

(4) This section does not apply to the lists of registered electors and the new voter lists provided
forin 13-2-115 and 13-38-103, to lists of the names of employees governed by Title 39, chapter 31, or
to lists of persons holding driver's licenses provided for under 61-5-126.

{h) This section shall does not prevent an agency from providing a list to persons providing
prelicensing or continuing educational courses subject to Title 20, chapter 30, or specifically exempted

therefrem as provided in 20-30-102, or subject to Title 33, chapter 17.

{8) This section does not apply to the right of access either by Montana law enforcement agencies
or, by purchase or otherwise, of public records dealing with motor vehicle registration,

{7) This section does not apply to a corporate information list developed by the secretary of state
containing the name, address, registered agent, officers, and directors of business, nonprofit, religious,
professional, and close corporations authorized to do business in this state,

(8) A person violating the provisions of subsection (1}(b} is guilty of a misdemeanor.”

Section 2. Section 33-1-207, MCA, is amended to read:

"33-1-207. Disability insurance. (1] Disability insurance,_including credit disability insurance, is

insurance of human beings: (a} against bodily injury, disablement, or death by accident or accidental means

or the medical expense thereet or indemnity invalved; or

(b) against disablement or medical expense or_indemnity resulting from sickness apd—every
. - | .

{2} Transaction of disability insurance does not include workers’ compensation insurance.”

Section 3. Section 33-1-208, MCA, is amended to read:

"33-1-208. Life insurance. Life insurance, including credit life insurance, is insurance on human

fives. The transaction of life insurance includes alse the granting of endowment benefits, additional benefits
in event of death or dismemberment by accident or accidental means, additional benefits in event of the
insured’'s disability, benefits that provide reimbursement or payment for long-term home health care or
long-term care in a nursing home or other related institution, and optional modes of settlement of proceeds

of life insurance. Transaction of life insurance does not include workers’ compensation insurance.”
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Section 4. Section 33-1-209, MCA, is amended to read:

"33-1-209. Marine protection and indemnity and wet marine insurance. (1) Marire-insarance

to-the-property-ofanotherpersen- Marine and transportation insurance means insurance against loss of
or damage to:
{a) vessels, craft, aircraft, vehicles, goods, freights, cargoes, merchandise, effects, disbursements,

profits, money, securities, choses in action, evidences of debt, valuable papers, bottomry, respondentia,

and any interest therein, with respect to risks and perils, including war risks, marine builder's risks, and

personal property floater risks, of navigation and transportation ar while being assembled, packed, crated,

baled, compressed, or similarly prepareg for shipment, while awaiting shipment, or during any delays,

storage, transshipment, or reshipment;

(b} person or property in connection with marine, transit, or transportation insurance, including

liabtlity for loss or damage to either person or property incident to the construction, repair, operation,

maintenance, or use of the subject matter of the insurance, but not including life insurance, surety bonds,

or_insurance aggainst bodily injury_arising out of the ownership, maintenance, or use of_an automobile;

{c) jewels, jewelry, or precious metals, whether in the course of transportation or otherwise; and

{d} bridges:; tunnels: and other instrumentalities of transportation and communication, excluding

buildings and their furnishings, fixed contents, and supplies held in storage (unless fire, tornado, sprinkler

leakage, hail, explosion, earthquake, riot, or_civil commotion are the only hazards to be covered}: piers:

wharves: docks; slips; and other aids to navigation and trangportation, including drydocks, marina railways,

and dams and appurtenant facilities for the control of waterways.

(2) Marine protection and indemnity insurance means insurance against liability of the insured for

loss, damage, or expense incident to ownership, operation, charter, maintenance, use, repair, or

construction of any vessel, craft, or instrumentality for use in ocean or_inland waterways. The term

includes insurance against the liability of the insured for personal injury, illness, death, or loss or damage

of the property of another person.

+2H3] For the purposes of this code, wet marine and transportation insurance is that part of marine
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insurance whieh that includes only:

{a) insurance upon vessels, crafts, and hulls and of interests thereoin-er-with-relationthereto in or

relating to the vessels, crafts, and hulls;

{b} insurance of marine builders’ risks, marine war risks, and contracts of marine protection and
indemnity insurance;

(c} insurance of freights and disbursements pertaining to a subject of insurance comimg—within
subject to this subsection; and

{d) insurance of personal property and interests thereid in the persaonal property, in the course of

exportation from or importation into any country and in the course of transportation coastwise or on inland
waters, including transportation by land, water, or air from point of origin to final destination, i with
respect to—appertaining-te—orin—connection—with-—any-anrd—aH risks or perils of navigation, transit, or
transportation or while being prepared for and or whie awaiting shipment aad gr during any delays, storage,

transshipment, or reshipment incident thetate 10 preparation or shipment.”

Section 5. Section 33-1-311, MCA, is amended to read:
"33-1-311. General powers and duties. (1} The commissioner shall enforce the applicable

provisions of Hs-eade the laws of this state and shall execute the duties imposed on the commissioner by

this—eode the laws of this state.

(2) The commissioner shal—Rave has the powers and authority expressly conferred upon the

commissioner by or reasonably implied from the provisions of this-cede the laws of this state.

(3) The commissioner shall administer the department to ensure that the interests of insurance
consumers are protected.

(4) The commissicner may conduct examinations and investigations of insurance matters, in
addition to examinations and investigations expressly authorized, as the commissioner considers proper,

to determine whether any person has violated any provision of this~eode the laws of this state or to secure

information useful in the lawful administration of any provision. The cost of additional examinations and

investigations must be borne by the state.

{6}B) The department is a criminal justice agency as defined in 44-6-103."
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Section 6. Section 33-1-601, MCA, is amended 1o read:

"33-1-501. Filing and approval of forms. (1) {(a) An insurance palicy 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 uniess the form has been filed with and
approved by the commissioner and_ if required, the regulatory official of the state of domicile of the insurer;
ifreguired. This provision does not apply to surety bonds 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 ot 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. Forms for use in property, marine, fother than occean marine and foreign trade coverages}, casuaity,
and surety insurance coverages may be filed by a rating organization on behalf of its members and
subscribers or by a member or subscriber on its own behalf.

{b) The approval of an insurance policy or annuity contract form, certificate, enrollment form,

application form, or other related insurance form by the siate of domicile may be waived by the

commissioner if the commissioner considers the requirements of subsection (1)(a}) unnecessary for the

protection _of Montana insurance consumers. If the requirement is waived, an insurer shall notify the

commissioner in writing within 10 days of disapproval, deniai, or withdrawal of approval of a form by the

state of domicile.

{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 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) Ar-orderot Notice by the commissioner disapproving a form or withdrawing.a previous approval
must state the grounds for disappraval or withdrawal in sufficient detail to inform the insurer.

{4) The commissioner may exempt from the requirements of this section, for so long as the
commissioner considers proper, an insurance document, form, or type of document or form spesified to
which, in the commissioner’s opinion, this section may not practicably be applied or the filing and approval

of which are—r—tha-eemmissioners—opinien: 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
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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 upan the commissioner’s order requiring the farm
to be submitted to the commissioner for the purpose. The same standards apply to these forms as apply
to forms for domestic use.

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

{a) reinsurance;

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

(¢) ocean marine and foreign trade insurances.

{7) Except as provided in chapter 21, group certificates that are delivered or issued for delivery in
Montana for group insurance policies effectuated and delivered outside Montana but covering persons

resident in Montana must be filed with the commissioner upon request. The certificates must meet_the

minimum provisions mandated by Montana if Montana law prevails aver conflicting provisions of other state

law."”
Section 7. Section 33-2-117, MCA, is amended to read:
"33-2-117. Continuance, expiration, reinstatement, and amendment of certificate of authority. (1)
Certificates of authaority issued or renewed under this code shall must continue in force as long as the
insurer is entitled thereta under this code and until suspended or revoked ar otherwise terminateds;. subteet:

7

hewever; A certificate is subject to continuance efthe-sertifieate by the insurer each year by payment prior

to May-+b March 1 of the continuation fee provided in 33-2-708.
{2) If not se continued by the insurer, i#s the certificate of authority shel-expire expires at midnight

on May 31 mext following suek failure of the insurer se to continue it in force. The commissioner shall

promptly notify the insurer of the-eeeurrence : 3 : irg-in-impend tng its failure to pay

the continuation fee that can result in the expiration of its certificate of authority.

(3) The commissioner may—-his—giseretion; reinstate a certificate of authority whisk that the
insurer has inadvertently permitted to expire; after the insurer has-fully-eured-allits cures any failures whieh
resulted resulting in suteh expiration and upon payment by—the—insurer of the fee for reinstatement in
addition to the current continuation fee, as provided in 33-2-708. Otherwise, the insurer shall may be

granted another certificate of authority only after filing an application therefor and meeting all cther
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requirements as for an criginal certificate of authority in this state.
(4) The commissioner may amend a certificate of authority at any time to accord with changes in

the insurer’s charter of insuring powers.”

Section 8. Section 33-2-301, MCA, is amended to read:

"33-2-301. Short title -- purpose -- definitions. (1) This part constitutes and may be referred to as
"The Surplus Lines Insurance Law™.

{2) This part must be applied to:

{a) protect persons seeking insurance in this state;

(b} permit surplus lines insurance to be placed with reputable and financially sound unauthorized
insurers and to be exported from this state pursuant to this part;

(c) establish a system of regulation that will permit arderly access to surplus lines insurance in this
state and encourage authorized insurers to provide new and innovative types of insurance to consumers
in this state; and

(d) protect revenues of this state.

{3) As used in this part, the following definitions apply:

{a) "Authorized insurer” means an insurer authorized pursuant to 33-2-101 to transact insurance
in this state.

(b) “Eligible surpius lings insurer” means an unauthorized insurer with which a surplus lines
insurance producer may place surplus lings insurance under 33-2-307.

{c) "Export” means to place surplus lines insurance with an unauthorized insurer.

{eHd) "Producinginsurance producer” means the individual insurance producer dealing directly with

the person seeking insurance.

H#He) "Surplus lines insurance" means any insurance ton risks resident, located, or to be performed
in this state} permitted to be placed through a surplus lines insurance producer with an unauthorized insurer
eligible to accept the insurance. The term does not include the kinds of insurance exempted under
33-2-317.

{gHf) "Surplus lines insurance producer” means an individual, partnership, or corporation licensed

-7 -
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under 33-2-305 to place surplus lines insurance {on risks resident, located, or to be performed in this state}
with unauthorized insurers eligible to accept sweh the insurance.
{h}g) "Unauthorized insurer” means an insurer not authorized pursuant to 33-2-101 to transact

insurance in this state. The term includes insurance exchanges authorized under the laws of other states.”

Section 9. Section 33-2-302, MCA, is amended to read:
"33-2-302. Conditions precedent to sale of surplus lines insurance. Heuraneemay-beprocured
through-a-Hieersed-surplustinasinsurance-prodacerfrem A producing insurance producer may request a

surplus lines insurance producer to place or a surplus lines insurance producer may place a contract of

insurance with an unauthorized insurer if:

{1} the insurer is an eligible surplus lines insurer;

{2) 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 this state, diligent effort must be met
by searching this lesser market.

{4) the insurance is not procured for the purpose of securing:

(a) a lower premium rate than would be accepted by an authorized insurer; or

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

{5) in case of renewal, the line has not become available from an authorized insurer; and

{6}(6) all other requirements of this part are met."

Section 10. 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
proeure place a contract of surplus lings insurance with an unauthorized insurer unless the person is
licensed as a property and casualty 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 property and casualty insurance producer license anly if the insurance producer has:

f\ (Montana Leglisiative Council
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{a) remitted to the commissioner the annual fee prescribed by 33-2-708;

{b) submitted to the commissioner a completed license application on a form supplied by the
commissioner;

{c) been licensed as a property and casualty insurance producer continucusly for 5 years or more;
and

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

{a) the corporate license lists the individuals within the corporation who have satisfied the
requirements of this part to become surpius lines insurance producers; and

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

{5) This section_may not be construed to require agents, producers, or brokers acting as

intermediaries between a surplus lines insurance producer and an unauthorized insurer under this part 1o

hold a valid Montana surplus lines insurance producer’s license,”

Sectian 11. Section 33-2-307, MCA, is amended to read:

"33-2-307. Requirements for eligible surplus lines insurers. (1) A surplus lines insurance producer
may not 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 qualitied under one of the following subsections:

Montana Legisiative councif
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(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) +3 $7 million. Aninsurer possessing less than 4 $6 million capital and surplus may satisfy the
requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The
commissioner’s finding must be based upon such factors as guality 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 $6 million.

{ii) in the case of Lloyd's or another similar urircerporated group ef including incorparated and

unincorporated alien individaal insurers, the insurer maintains a trust fund of not fess than $50 million as
security to the full amount of capital and surplus for all policyholders and creditors in the United States of

each member of the group. The incorporated members af the group may not engage in any business other

than underwriting as a member of the group and must be subject to the same level of solvency requlation

and cantrol by the groups of domiciliary reguiators as are the unincorporated members. The trust must

comply with the terms and conditions established in subsection {1}(b}{iv} for alien insurers.

{iii) in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial eguivalent, of not less than $15 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange poiicyholder,
each individual syndicate shall maintain minimum capital and surpius, 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 subsection {1Hb)(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 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 eligibte investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any caicutation of capital and surplus

or its equivalent, must have an expiration date that may not at any time be less than 5 years. In addition,

-10 -
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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:

{iy filed with and approved by the regulatory authority in the state of domicile of the unauthorized
insurer; or

(ii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer’s state of
domicile.

{2) In the case af an insurance exchange, the statement required by subsection {1}(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 ptace or maintain
the name of any unauthorized insurer on the list of eligible surplus lines insurers. An action may not lie
against the commissioner or an employee of the commissioner for anything said in issuing the list of eligible
surplus lines insurers referred to in this subsection.

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

{i} is in unsound financial condition;

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

(it} has willfully violated the laws of this state; or

{iv) does not make reasonably prompt payment of just losses and claims in this state or elsewhere.

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

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

(a} "Capital", as used in the financia! 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."

-11 -
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Section 12. Section 33-2-501, MCA, is amended to read:

"33-2-601. Assets allowed. In any determination of the financial condition of an insurer, there
must be allowed as assets only assets that are owned by the insurer and that consist of:

(1) cash in the possession of the insurer or in transit under its controt and including the true
balance of any deposit in a sclvent bank or trust company;

(2} investments, securities, properties, and loans acquired or held in accordance with this code and
in cannection therewith the following items:

{a) interest due or accrued on any bond or evidence of indebtedness which is not in default and
which is not valued on a basis including accrued interest;

(b) declared and unpaid dividends on stock and shares unless the amount has otherwise been
allowed as an asset;

{c) interest due or accrued upon a collateral loan in an amount not to exceed 1 year's interest on
the loan;

(d) interest due or accrued on deposits in sclvent banks and trust companies and interest due or
accrued on other assets, if the interest is in the judgment of the commissioner a collectible asset;

(e) interest due or accrued on a mortgage loan in an amount not exceeding in any event the
amount, if any, of the excess of the value of the property less delinquent taxes on the property over the
unpaid principal. Interest accrued for a period in excess of 18 months may not be allowed as an asset.

(f) rent due or accrued on real property if the rentis not in arrears faor more than 3 months and rent
more than 3 months in arrears if the payment of the rent is adequately secured by property held in the
rname of the tenant and conveyed to the insurer as coliaterai;

{(g) the unaccrued portion of taxes paid prior to the due date on real property;

(3) premium notes, policy loans, and other policy assets and liens on policies and certificates of
lite insurance and annuity contracts and accrued interast, in an amount not exceeding the legal reserve and
other palicy liabilities carried on each individual policy;

{4} the net amount of uncollected and deferred premiums and annuity considerations in the case
of a life insurer;

{6} premiums in the course of collection, other than for life insurance, not more than 3 months past
due, less commissions payable on the premiums. The limitation in this subsection does not apply to

premiums payable directly or indirectly by the United States government or by any of its instrumentalities.

=12 -
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{6) installment premiums other than life insurance premiums to the extent of the unearned premium
reserve carried on the policy to which premiums apply;

(7} notes and like written obligations not past due, taken for premiums other than life insurance
premiums, on policies permitted to be issued on that basis, to the extent of the unearned premium reserves
carried on the policies;

{8) the full amount of reinsurance recoverable by a ceding insurer from a solvent reinsurer and
which reinsurance is authorized under chapter 2, part 12;

{9) amounts receivable by an assuming insurer representing funds withheld by a solvent ceding
insurer under a reinsurance treaty;

(10) depasits or equities recoverable from underwriting associations, syndicates, and reinsurance
funds or from any suspended banking institution, to the extent considered hy the commissioner available
for the payment of losses and claims and at values to be determined by the commissioner;

{11) electronic data processing equipment if the cost of the equipment is atleast$438-500-which
sestuetbe amortized in full over a period of not to exceed 38 8 calendar years. However, with+egard

the asset allowed may not exceed 1% of the total of the other allowable assets of the insurer.

{12) all assets, whether or not consistent with the provisions of this section, as may be allowed
pursuant to the annual statement form approved by the commissioner for the kinds of insurance to be
reparted upon in the annual statement;

(13) other assets, not inconsistent with the provisions of this section, considered by the
commissioner to be available for the payment of iosses and claims, at values to be determined by the

commissioner.”

Section 13. Section 33-2-521, MCA, is amended to read:

“33-2-521. Standard valuation of reserve liabilities law -- life insurance. (1) The commissioner
shall annually value or cause to be valued the reserve liabilities (horeirafter—ealed reservés) for all
outstanding life insurance policies and annuity and pure endowment contracts of every life insurer doing
business in this state and may certify the amount of any sueh reserves, specifying the mortality table or

tables, rate or rates of interest, and methods (net level premium method or other) used in the calculation

13 -
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of sdeh reserves. In calculating sueh the reserves, he the commissioner may use group methods and

approximate averages for fractions of a year or otherwise. tr—the-case-oi-analiertasurer—such-vatzation

the valuation of the reserves herein required in this section of any foreign or alien insurer, the commissioner

may accept any valuation made or caused to be made by the insurance supervisory official of any state or
other jurisdiction when sueb the valuation complies with the minimum standard hereir provided in_this
section and if the official of sueh the other state or jurisdiction accepts as sufficient and valid for ali legai
purposes the certificate of valuation of the commissioner when sueh the certificate states the valuation to
have been made in a specified manner according to which the aggregate reserves would be at least as large
as if they had been computed in the manner prescribed by the law of that state or jurisdiction.

{3) Any insurer which-at-any-tirme-shal-have that has adopted any standard of valuation producing
greater aggregate reserves than those calculated according to the minimum standard kerein provided in this
section may, with the approval of the commissioner, adopt any lower standard of valuation but not lower

than the minimum hereir-provided in this section. For the purpases of this section, the holding of additional

reserves previously determined by a_qualified actuary to be necessary to render the opinion required in

subsection (4) may not be considered to be the adoption aof a higher standard of valuation.

{4} (a) Each life insurer doing business in this state shall annually submit the opinion of a qualified

actuary as to whether the reserves and related actuarial items held in support of the policies and contracts

specified by the cammissioner by rule are computed appropriately, are based on assumptions that satisfy

contractual provisions, are consistent with prior reported amounts, and comply with applicable laws of this

state. The commissioner by rule shall define the specifics of this opinion and add anv other items

considered necessary 1o its scope,

(b} Each life insurer, except as exempted by or pursuant to requlation, shall also annually include

in the opinion required by subsection (4){a) an opinion of the same qualified actuary as to whether the

reserves and related actuarial items held in_support of the policies and contracts specified by the

commissioner by rule, when considered in light of the assets heid by the insurer with respect to the

reserves and related actuarial items, including but not limited to the investment earnings on the assets and

- 14 -
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the considerations anticipated to be received and retained under the policies and contracts, make adequate

provision for the insurer’s abligations under the policies and contracts, including but not limited to the

benefits under and expenses associated with the policies and contracts.

{c) The commissioner may provide by rule for a_transition period for establishing any higher

resarves that the qualified actuary may consider necessary in order_to render the opinion required by this

subsection (4).

(d) Each apinion required by this subsection {4) must be qoverned by the following provisions:

(i)_A memorandum, in form and substance acceptable to the commissiongar as specified by rule,

must be prepared to support each actuarial opinion.

{ii} If the insurer fails to provide a supporting memorandum at the request of the commissioner

within_a period specified by rule or if the commissioner determines that the supporting memorandum

provided by the insurer fails to meet the standards prescribed by the rules or is otherwise unacceptable to

the commissioner, the commissioner may engage a qualified actuary at the expense of the insurer 1o review

the opinion and the basis for the gpinion and to prepare any supporting memorandum as is required by the

commissioner.

(iti} The opinion must be submitted with the annual statement reflecting the valuation of the reserve

liabilities for each year ending on or after December 31, 1995.

{iv] The opinion must apply to all business in force_including individual and group health insurance

plans, in form and substance acceptable to the commissioner as specified by rule.

(v) The opinion must be based on standards adopted from time to time by the actuarial standards

board and on additional standards as the commissioner may prescribe by rule.

{vi) In the case of an_opinion required to be submitted by a foreign or alien insurer, the

commissioner may accept the opinion filed by that insurer with the insurance supervisory official of another

state if the commissioner determines that the gpinion reasonably meets the requirements applicable to a

company domiciled in this state.

(vii} Except in cases of fraud or willful misconduct, the qualified actuary is not liable for damages

to any perscon, other than the insurer and the commissioner, for any act, error, omission, decision, or

conduct with respect to the actuary’s opinion,

{viii} Disciplinary action by the commissioner_against the insurer or the gualified actuary must he

detined in rules by the commissioner.

-15 -

Z\‘\ (Mcmtana Legislative Council



54th Legislature £C0440.01

L4 2

o © 0O N O

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(ix} Any memorandum_in support of the opinion and any other material provided by the insurer to

the commissioner in connection with those items must be kept confidential by the commissioner, may not

be made public, and is subject to subpoena, other than for the purpose of defending an action_seeking

damages from any person by reason of any action required by this subsection (4) or by rules promulgated

under this subsection (4). However, the memorandum or other material may otherwise be released by the

{A} with the written consent of the insurer; or

{B) to the American academy of actuaries upon request stating that the memorandum or other

material is required for the purpose of professicnal disciplinary proceedings and setting forth procedures

satisfactory to the commissioner for preserving the confidentiality of the memorandum or other material.

QOnce any portion of the confidential memorandum is cited by the insurer in its marketing, is cited before

any governmental agency other than a state insurance department, or is released by the insurer to the news

media, all portions of the confidential memorandum are no longer confidential.

(5) For purposes of this section, "qualified actuary"” means a member in good standing of the

American academy of actuaries who meets the requirements set forth in the academy’s rules."”

Section 14. Section 33-2-523, MCA, is amended to read:

"33-2-523. Contracts on or after the operative date of 33-20-213 -- valuation. (1} This section
shalkapply applies to only those policies and contracts issued on or after the operative date of 33-20-213,
except as otherwise provided in 33-2-524 for group annuity and pure endowment contracts issued prior
to that date.

(2) Except as otherwise provided in 33-2-524, and 33-2-525, and [section 76(2)], the minimum

standard for the valuation of all sueh the policies and contracts issued prior to Qctober 1, 1995, shall must

be the standard provided by the laws in effect prior to October 1, 1995. Except as otherwise provided in

33-2-524, 33-2-525, and [section 76{2}], the minimum_standard for the valuation of all policies and

contracts must be the commissioner’s reserve valuation methods defined in 33-2-525, and 32-2-526(3)

and {4}, and [section 76], 5% interest for group annuity and pure endowment contracts, and 3 1/2%

interest for all other sueh policies and contracts or, in the case of life insurance policies and contracts other
than annuity and pure endowment contracts issued on or after March 17, 1973, 4% interest for sweh al

other policies issued prior to July 1, 1979, 5 1/2% interest for single-premium life insurance policies, and
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4 1/2% interest for sueh policies issued on or after July 1, 1979, and the following tables:

(a) for all ordinary policies of life insurance issued on the standard basis, excluding any disability
and accidental death benefits in sueh the policies;:

{i) the commissioner's 1941 standard ordinary mortality table:

# for sueh policies issued prior to the operative date of 33-20-208, as amended, and the
commissioner’s 1958 standard ordinary mortality table for sueh policies issued on or after that operative
date but prior to January 1, 19883, except that for any category of sueh the policies issued on female risks,
modified net premiums and present values, referred to in 33-2-525 and 33-2-526, may be calculated, at
the option of the insurer, with the approval of the commissioner, according to an age younger than the
actual age of the insured; or

(i) for sueh policies issued on or after January 1, 1989:

{A) the commissioner’s 1980 standard ordinary mortality table;

(B) at the election of the company for any one or more specified plans of life insurance, the
commissioner’s 1980 standard ordinary mortality table with 10-year select mortality factors; or

(C) any ordinary mortality table adopted after 1980 by the national association of insurance
commissioners that is approved by the commissioner by rule for use in determining the minimum standard
of valuation for sueh policies;

(b} for all industrial fife insurance policies issued on the standard basis, excluding any disability and
accidental death benefits in sueh the policies, the 1941 standard industrial mortality table for sueh policies
issued prior to the operative date of 33-20-207—as-amended; and, for sweh policies issued on or after that
operative date, the commissioner’s 1961 standard industrial mortality table or any industrial moriality table
adopted after 1980 by the national association of insurance commissioners that is approved by the
commissioner by rule for use in determining the minimum standard of valuation for sweh the policies;

{c) for individual annuity and pure endowment contracts, excluding any disability and accidental
death benefits in sueh the policies, the 1937 standard annuity mortality table or, at the option of the
insurer, the annuity mortality table for 1949, uitimate, or any modification of either of these tables approved
by the commissioner;

{d) for group annuity and pure endowment contracts, excluding any disability and accidental death
benetits in sueb the policies, the group annuity mortality table for 1951, any modification of sueh the table

approved by the commissioner, or, at the option of the insurer, any of the tables or modifications of tables

-17 -
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specified for individua! annuity and pure endowment contracts;

(e} {i) for total and permanent disability benefits in or supplementary to ordinary poticies or
contracts:

{A) for policies or contracts issued on or after January 1, 19686, the tables of period 2 disablement
rates and the 1930 to 1950 termination rates of the 1952 disability study of the society of actuaries, with
due regard to the type of benefit, or any tables of disablement rates and termination rates adopted after
1980 by the national association of insurance commissioners that are approved by the commissioner by
rule for use in determining the minimum standard of valuation for sueh the policies;

{B) for palicies or contracts issued on or after January 1, 1961, and prior to January 1, 1966,
either sweh the tables or, at the option of the insurer, the class 3 disability table {1926); and

(C) for policies issued prior to January 1, 1961, the class 3 disability table (19286};

(i} any sueh table ehaH must, for active lives, be combined with a mortality table permitted for
calculating the reserves for life insurance policies;

{fy (i) for accidental death benefits in or suppiementary to policies:

{A} for policies issued on or after January 1, 1968, the 1959 accidental death benefits table or any
accidental death benefits table adopted after 1380 by the national association of insurance commissioners
that is approved by the commissioner by rule for use in determining the minimum standard of valuation for
sueh the policies;

(B) for policies issued on or after January 1, 1961, and prior to January 1, 1966, either such table
or, at the option of the insurer, the intercompany double indemnity mortality table; and

(C) for policies issued prior to January 1, 1961, the intercompany double indemnity mortality table;

(i) either table shal must be combined with a mortality table permitted for calculating the reserves
for life insurance palicias;

(g) far group life insurance, life insurance issued on the substandard basis, and other special

benefits, sueh the tables as may be approved by the commissioner."

Section 15. Section 33-2-525, MCA, is amended to read:
"33-2-562b. Commissioner’s reserve valuation method. (1) Except as otherwise provided in

subsection (4) of this section, ard 33-2-626(3) and {4}, and [section 76(2}], reserves according to the

commissioner’s reserve valuation method, for the life insurance and endowment benefits of policies

-18 -

/Z\'\ (m:mtana Leglisiative Council



54th Legislature . LC0440.01

W N

(@ I s B+ B N = I )

11

13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

providing for a uniform amount of insurance and requiring the payment of uniform premiums, sha# must
be the excess, if any, of the present value, at the date of valuation, of sueh future guaranteed benefits
provided for by sueh the policies, over the then present value of any future modified net premijums theretor.
The modified net premiums for any sueh policy shall must be saek the uniform percentage of the respective
contract premiums for sueh the benefits that the present value, at the date of issue of the policy, of all such
modified net premiums shaH must be equal to the sum of the then present value of sueh the benefits
provided for by the policy and the excess of {a) over (b), as follows:

{a} a net level annual premium equal to the present value, at the date of issue, of sweh benefits
provided for after the first policy year, divided by the present value, at the date of issue of an annuity of
one per annum payable on the first and each subsequent anniversary of saeh the policy on which a
premium falls due:, provided—however However, thatsueh the net level annual premium shal may not
exceed the net level annual premium on the 19-year premium whole life plan for insurance ¢f the same
amount at an age 1 year higher than the age at issue of sueh the policy;

(b} a net 1-year term premium for saeh benefits provided for in the first policy year.

(2} (a) For every each life insurance policy issued on or after January 1, 1987, for which the
contract premium in the first policy year exceeds that of the second year, for which se a comparable
additionai benefit is not provided in the first year for sueh the excess, and that provides an endowment
benefit, a cash surrender value, or a combination of both in an amount greater than sueh the excess
premium, the reserve according to the commissioner’s reserve valuation method, as of any policy
anniversary occurring on or before the assumed ending date as the first policy anniversary on which the
sum of any endowment benefit and any cash surrender value then available is greater than sueh the excess
premium, is, except as otherwise provided in 33-2-526, the greater of the reserve as of sueh the policy
anniversary calcuiated as described in subsection {1} or the reserve as of suek the policy anniversary
calculated as described in subsection (1) with the following exceptions:

(i) the value defined in subsection (1){a) is reduced by 15% of the amount of sueh the excess
first-year premium;

(i} all present values of benefits and premiums are determined without reference to premiums or
benefits provided for in the policy after the assumed ending date;

(iii) the policy is assumed to mature on swek the assumed ending date as an endowment; and

(ivl the cash surrender value provided on sueh the assumed ending date is considered an

219 -
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endowment benefit.

{b) In making the comparisons in subsection {2)(a), the mortality and interest bases stated in
33-2-523 and 33-2-527 must be used.

(3) Reserves according to the commissioner’s reserve valuation method for the following shal must
be caiculated by a method consistent with the principles of this section, except that any extra premiums
charged because of impairments or special hazards shel must be disregarded in the determination of
modified net premiums:

{a) life insurance pclicies praviding for a varying amount of insurance or requiring the payment of
varying premisms;

{b) group annuity and pure endowment contracts purchased under a retirement plan or plan of
deferred compensation, established or maintained by an employer, {including a partnership or sole
proprietorshipt, or by an employee organization, or by both, other than a plan providing individual retirement
accounts or individual retirement annuities under section 408 of the Internal Revenue Code, as aew—or
heroafter amended;

(c) disability and accidental death benefits in ail policies and contracts; and

{d) all other benefits, except life insurance and endowment benefits in life insurance policies and
benefits provided by all other annuity and pure endowment contracts.

(4) (a) Subsection {4}(b) applies to any annuity and pure endewment contracts other than group
annuity and pure endowment contracts purchased under aretirement plan or plan of deferred compensation
established or maintained by an employer, {including a partnership or sole proprietorship}, or by an
employee organization, or by both, other than a plan providing individual retirement accounts or individual
retirement annuities under section 408 of the Internal Revenue Code, as reow-erhereafter amended.

{(b) Reserves according to the commissioner’s annuity reserve methad for benefits under annuity
or pure endowment contracts, excluding any disability and accidental death benefits in sueh the contracts,
shkakt must be the greatest of the respective excesses of the present values, at the date of vaiuation, of the
future guaranteed benefits, including guaranteed nonforfeiture benefits, provided for by suek the contracts
at the end of each respective contract year, over the present value, at the date of valuation, of any future
valuation considerations derived from future gross considerations required by the terms of sueh the contract
that become payable prior to the end of sueh the respective contract year. The future guaranteed benefits

skall must be determined by using the mortality table, if any, and the interest rate or rates specified in sueh

- 20 -
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the contracts for determining guaranteed benefits. The valuation considerations are the portions of the

respective gross considerations applied under the terms of sueh the contracts to determine nonfaorfeiture

values."”

Section 16. Section 33-2-528, MCA, is amended to read:
"33-2-526. Limits -- options -- minimum reserves. (1) {-ro-evertshalan An insurer’s aggregate

reserves for all life insurance policies, excluding disability and accidental death benefits issued on or _after

October 1, 1995, may not be less than the aggregate reserves calculated in accordance with the methods

set forth in 33-2-525_ and subsection (3) of this section, [section 76(2)] and the mortality table or tables

and rate or rates of interest used in calculating nonforfeiture benefits for suek the policies.

(2) Reserves for all policies and contracts issued pricr to October 1, 1995, may be calculated, at

the option of the insurer, according to standards that produce greater aggregate reserves for those policies

and contracts than the minimum reserves required by the laws in effect immediately prior to October 1,

1995. Reserves for any category of policies, contracts, or benefits as established by the commissioner,

issued on or after October 1, 1995, may be caiculated at the option of the insurer according to any

standards which produce greater aggregate reserves for sueh a category than those calculated according
1o the minimum standard he+ein provided in this section, but the rate or rates of interest used for policies
and contracts, other than annuity and pure endowment contracts, shall may not be higher than the
corresponding rate or rates of interest used in catcuiating any nonforfeiture benefits provided for theroir
a cateqory.

(3) If in any contract year the gross premium charged by any life insurer on any policy or contract
is less than the valuation net premium for the policy or contract calculated by the method used in

calculating the reserve theraen an the policy or contract but using the minimum valuation standards of

mortality and rate of interest, the minimum reserve required for edeh the policy or contract shal must be
the greater of either the reserve calculated according to the mortality table, rate of interest, and method
actually used for saek the policy or contract or the reserve calculated by the method actually used for sueh
the policy or contract but using the minimum standards of mortality and rate of interest and replacing the
valuation net premium by the actual gross premium in each contract year for which the valuation net
premium exceeds the actual gross premium. The minimum valuation standards of mortality and rate of

interest referred to in this section are those standards stated in 33-2-524 ang 33-2-527.

- 921 -
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{4) For every life insurance policy issued after December 30, 1986, for which the gross premium
in the first policy year exceeds that of the second year, for which e a comparable additional benefit is not
provided in the first year for sueh an excess, and that provides an endowment benefit, a cash surrender
value, or a combination of both in an amount greater than sush the excess premium, subsections (1)
through (3) of this section must be applied as if the method actually used in calculating the reserve for sueh
the policy were the method described in 33-2-525(1). The minimum reserve at each policy anniversary of
swebra the policy must be the greater of the minimum reserve calculated in accordance with 33-2-525 and

the minimum reserve calculated in accordance with this section.”

Section 17. Section 33-2-528, MCA, is amended to read:
"33-2-528. Interest rate weighting factar. {1) The weighting factors referred to in the formulas

stated in 33-2-527 are as follows:

(a) (i) for life insurance:
Guarantee Duration in Years Weighting
Factors
10 or less .50
More than 10 but not more than 20 .45
Maore than 20 .35

(ii} for life insurance, the guarantee duration is the maximum number of years the life insurance can
remain in force on a basis guaranteed in the policy or under options to convert to plans of life insurance
with premium rates or nonforfeiture values, or both, that are guaranteed in the original policy;

(b) .80 for single premium immediate annuities and for annuity benefits involving life contingencies
arising from other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options:

(c} for other annuities and for guaranteed interest contracts, except as stated in subsection (1}(b},

according to the guarantee duration established in subsestisn+42} subsections (1}(¢c}(i) through (1){c){iii) and

the type-of-plan rules and definitions estabiished in established in subseetien subsections (2), (3}, and {4}:

{it for annuities and guaranteed interest contracts valued on an issue year basis:

Guarantee Duration in Years Weighting Factor

-22.
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A B
5 or less .80 .60
More than 5 but not more than 10 .75 .60
More than 10 but not more than 20 .65 .50
More than 20 .45 .35
Plan Type

(i) A B
for annuities and guaranteed interest contracts valued on a

change-in-fund basis, the factors shown in subsection (1){c}{i)

increased by: 15 .25

Ptan Type

(i) A B
for annuities and guaranteed interest contracts valued on

an issue year basis, fother than those withre without cash

settlement options}, that do not guarantee interest on

considerations received more than 1 year after issue or purchase

and for annuities and guaranteed interest contracts valued on a

change-in-fund basis that do not guarantee interest rates on

considerations received more than 12 months beyond the valuation

date, the factors set forth in subsection (1}{c){i) or derived in

subsection {1}{c)lii} increased by: .05 .05

LC0440.01

.50
50
.45
.35

.06

.05

{2} For other annuities with cash settlement options and guaranteed interest contracts with cash

settlement options, the guarantee duration is the number of years for which the contract guarantees interest

rates in excess of the calendar year statutory valuation interest rate for life insurance policies with

guarantee duration in excess of 20 years. For other annuities with-/e without cash settlement options and

for guaranteed interest contracts with-ne without cash settlement options, the guarantee duration is the

number of years from the date of issue or date of purchase to the date annuity benefits are scheduled to

commence.

{3) Plan types uéed in subsection {1)(c) are:

{a} Plan Type A--No withdrawal is permitted or at any time policyholder may withdraw funds oniy:

- 23
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(i) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds
by the insurance company;

{ii) without sueh an adjustment but in installments over 5 years or more; or

{ili} as an immediate life annuity.

{bl Plan Type B--(i) Before expiration of the interest rate guarantee, no withdrawal is permitted or
a policyholder may withdraw funds anly:

{A) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds
by the insurance company;

(B} without sueh an adjustment but in instaliments over 5 years or more.

{ii) At the end of the interest rate guarantee, funds may be withdrawn without suek an adjustment
in a single sum or installments over less than 5 years.

{c) Plan Type C--A policyholder may withdraw funds before expiration of the interest rate guarantee
in a single sum or installments over less than b years either:

{i) without adjustment to reflect changes in interest rates or asset values since receipt of the funds
by the insurance company; or

(i) subject only to a fixed surrender charge stipulated in the contract as a percentage of the fund.

{4) {(a) An insurer may elect to value guaranteed interest contracts with cash settlement options
and annuities with cash settlement options on either an issue year basis or on a change-in-fund basis.
Guaranteed interest contracts with-re without cash settlement options and other annuities with-Ae without
cash settlement options must be valued on an issue year basis.

(b} As used in subsection (4):

(i} issue year basis of valuation is a valuation basis under which the interest rate used to determine
the minimum valuation standard for the entire duration of the annuity or guaranteed interest contract is the
calendar year valuation interest rate for the year of issue or year of purchase of the annuity or guaranteed
interest contract; and

{ii) change-in-fund basis of valuation is a valuation basis under which the interest rate used to
determine the minimum valuation standard applicable to each change in the fund hetd‘under the annuity

or guaranteed interest contract is the calendar year vailuation interest rate for the year of the change in the

fund.”
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Section 18. Section 33-2-529, MCA, is amended to read:

"33-2-529. Reference interest rate. (1) The reference interest rate referred to in the formulas in
33-2-5627 is:

{a) fer all life insurance, the tesser of the average over a period of 36 months and the average over
a period of 12 months, ending on June 30 of the calendar year next preceding the year of issue, of

Moody’s eorporatebondyicld-average— monthly average eorperates composite vield on seasoned corporate

bonds;

{b) for single-premium immediate annuities and for annuity benefits involving life contingencies
arising from other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options, the average over a period of 12 months, ending on June 30 of the calendar year of

issue or purchase, of Moody's eerperate-bend-yield-average— monthly average eerperates compaosite yield

on_seascned corporate bonds;

{c) for other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options valued on a year-of-issue basis, except as stated in subsection (1){b), with guarantee
duration in excess of 10 years, the lesser of the average over a period of 36 months and the average over
a period of 12 months, ending on June 30 of the calendar year of issue or purchase, of Moody's corperate

bend-yield-average— monthly average eerperates composite yvield on seasoned corporate bonds;

(d} for other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options valued on a year-of-issue basis, except as stated in subsection {1)(b), with guarantee
duration of 10 years or less, the average over a period of 12 months, ending on June 30 of the calendar

yvear of issue or purchase, of Moody’'s esrporate—bend—yieldaverage— monthly average cerporates

composite vield on seasoned corporate bonds;

{e) for other annuities with—Re without cash settlement options and for guaranteed interest
contracts with-pe without cash settlement options, the average over a period of 12 months, ending on June

30 of the calendar year of issue or purchase, of Moody's serperate-bond-peldaverage— monthly average

66FpOFstE5 cCOMposite yield on seasgned corporate bonds; or

{(f} for other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options valued on a change-in-fund basis, except as stated in subsection (1}(b}, the average over

a period of 12 months, ending on June 30 of the calendar year of the change in the fund, of Moody’'s

corporata-bond-yield-average-—- monthly average eerporates composite yield on seasoned corporate bonds.
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(2) If Moody’'s cerperate-bond—yield—gverage— monthly average cerperates compaosite vield on

seasoned corporate bonds is no longer published by Moody's investors service, inc., or if the national

association of insurance commissioners determines that Moody's eerperate-bend-ypieldaverage—monthly

average eerporates composite yield on seasoned corporate bonds, as published by Moody's investors

service, inc., is no longer appropriate for the determination of the reference interest rate, then an alternative
method for determination of the reference interest rate adopted by the national association of insurance

commissioners and approved by rule pramulgated by the commissioner may be substituted.”

Section 19. Section 33-2-531, MCA, is amended to read:

"33-2-631. Deposit of reserves -- domestic life insurers. (1) Domestic life insurers shall deposit
and maintain on deposit, in securities and assets, with depositaries and subject to conditions as provided
for in part 6 of this chapter, an amount not less than the reserves on its outstanding life insurance policies

and annuity contracts, as valued under 33-2-521 through 33-2-526, minus policy loans.

{2) Annuaily on or before April 1, the insurer shall se deposit any additional sush securities or

assets required under subsection (1) and related to the increase of sueh the reserves, minus policy loans,

during the caiendar year next preceding, as determined from the insurer’s annual statement as at December
31 of sueh the preceding year.

{3} A domestic stock life insurer may credit toward sueh the deposit the amount of any other
deposit of the insurer held under part 6 of this chapter for the protection of its policyhoiders or of its
policyholders and creditors.

{4) Deposits of the reserves of a domestic life insurer under this section shall must consist of
securities and assets acquired and valued in accordance with parts 5 and 8 of this chapter.

(5} Real estate mortgage loans; and chattel mortgage loans—and-petieydeans may be made a part
of the deposit by filing a verified statement of the [oans with the commissioner—whish-statement-shall-be,

The statement is subject to audit at all times by the commissioner. Nonnegotiable securities where

deposited with the commissioner skall must be accompanied by transfer powers in due form. If the insurer
uses real estate acquired under 33-2-832 as a deposit, then a deed of trust, martgage, or other instrument
sufficient to convey a security interest in sueh the real estate, in a form acceptable to the commissioner,
shall must be compieted in due form and recorded prior to being deposited with the commissioner.

(6) If detault occurs in the payment of interest or principal of any deposited security and sueh the
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default continues for a period of 120 days, the commissioner may declare sueh the security no longer

eligible for deposit under this section."

Section 20. Section 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for failure to file -- penalty for perjury. {1} Each
authorized insurer shall annually on or before March 1 file with the commissioner a full and true statement
of its financial condition, transactions, and affairs as of the preceding December 31 preceding. The
statement must be in the general form and context as is required or not disapproved by the commissioner,
as is in current use for similar reports to states in general with respect to the type of insurer and kinds of
insurance to be reported upon, and as supplemented for additional information required by the
commissioner. The statement must be completed in accordance with the annual statement instructions and
the accounting practices and procedures manua! of the national association of insurance commissioners.
The statement must be accompanied by an actuarial opinion attesting to the adequacy of the insurer’s
reserves. The statement must be verified by the oath of the insurer’s president or vice-president and
secretary or, if a reciprocal insurer, by the oath of the attorney-in-fact or its like officers if a corporation.
The commissioner may waive the verification under oath.

(2) (a) Each domestic insurer shail file electronic diskette versions of its annual and quarterly

financial statements with the national association_of insurance commissioners. The filing date for

submission of_the annual statement diskette is March 1. The filing dates for the guarterly statement

diskettes are as follows:

(i} the first calendar guarter filing is due May 15;

(i} the second calendar quarter filing is due August 15; and

(iii) the third calendar quarter filing is due November 15.

(b) The commissioner may exempt insurers that operate only in Montana from these filing

requirements.

£23(3) The statement of an alien insurer must relate only to its transactions and affairs in the United
States unless the commissioner requires otherwise. If the commissioner requires a statement as to an alien
insurer’s affairs throughout the world, the insurer shall file the statement with the commissioner as soon
as reasonably possible. The statement must be verified by the insurer’s United States manager or other

authorized officer.
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344! The commissioner may refuse to accept the fee for continuance of the insurer’s certificate
of authority, as provided in 33-2-117, or may suspend or revoke the certificate of authority of any insurer
failing to file its annual statement when due or within an extension of time that the commissioner may
grant.

#434{5) Any director, officer or insurance producer, or employee of any company who subscribes
to, makes, or concurs in making or publishing any annual statement or any other statement required by law

knowing that the same—te—contaiR statement contains any material statement which is false shall be

punished by a fine of not more than $1,000.

+84{6) At time of filing, the insurer shall pay to the commissioner the fee for filing its statement as
prescribed in 33-2-708.

6+{7] The commissicner may impose a fine not to exceed $100 a day for each day after March
1 that an insurer fails to file the annuai statement referred to in subsection {1). The fine may not exceed

a maximum of $1,000."

Section 21. Section 33-2-705, MCA, is amended to read:

"33-2-705. Report on premiums and other consideration -- tax. {1) Each authorized insurer and
each formerly authorized insurer with respect to premiums received while an authorized insurer in this state
shall file with the commissioner, on or before March 1 each year, a report in a form prescribed by the
commissioner showing total direct premium income, including policy, membership, and 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 atherwise, 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
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 the total direct premium income
applicable canceilations, 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
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paid or credited to policyholders with respect to the policies. As to title insurance, "premium” includes the
total charge for the insurance. A deduction may not be made of the cash surrender values of policies.
Considerations received on annuity contracts may not be included in total direct premium income and are
not subject to tax.

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

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

(4) With respect to authorized insurers, the premium tax provided by this section must be payment
in full and in iieu of all other demands for any and all state, county, city, district, municipal, and school
taxes, licenses, fees, and excises of whatever kind or character, excepting only those prescribed by this
code, taxes on real and tangible personal property located in this state, and taxes payable under 50-3-109.

(5) The commissioner may suspend or revoke the certificate of authority of any insurer whieh that
fails to pay its taxes as required under this section.

{6) In addition to the penaity 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 plus interest on the delinquent
amount at the annual interest rate established-in-3+1307 of 12%.

{7} The commissioner may by ruie provide a quarterly schedule for payment of portions of the

premium tax under this section during the year in which tax liability is accrued.”

Section 22. 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 i-advanee 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, texcept

original articles of incorporation of domestic insurers as provided in subsection {1}(b}}, and other charter
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documents, bylaws, 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) dOmMESLIC INSUFEIS . . . . o o it i e e e e e e $ 600.00
(BY foreign INSUIEIS . . . . . i et e e e e e 600.00
(iiy annual continuation of certificate of authority . . ... ... ... ... ... .. ... ..., 600.00
{iii} reinstaternent of certificate of authority .. . ... ... ... .. . . oo 25.00
{ivi 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

(i) 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 ... ............. 25.00

{c) filing bylaws or amendment to bylaws when required . . ... . ... . .......... 10.00

{(d) filing annual statement of insurer, other than as part of application for original certificate of

AUTNOTIY . L e e e e e e e e e 25.00

(e} insurance producer’s license:

{i) application for ariginal license, including issuance of license, if issued .. .... ... 15.00
{ii) appointment ot insurance producer, each insurer, electronically filed . ......... 10.00
(iii} appointment of insurance producer, each insurer, nonelectronically filed . ...... 15.00
(iv) temporary lICBNSE . . . . . .t e e e e 15.00

(v} amendment of license, {excluding additions to license}, or reissuance of master license 15.00
(vi) termination of insurance producer, each insurer, electronically filed .......... 10.00
{vil] termination of insurance producer, each insurer, nonelectronically filed . ... .. .. 15.00

(f} nonresident insurance producer’s license:

(i} application for original license, including issuance of license, if issued ......... 100.00
(ii) appointment of insurance producer, each insurer, electronically filed .......... 10.00
(iii) appointment of insurance producer, each insurer, nonelectronically filed ....... 15.00

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

{v} amendment of license, fexciuding additions to license}, or reissuance of master license15.00
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{vi) termination of insurance producer, each insurer, electronically filed . ... ..., .. 10.00

{vii) termination of insurance producer, each insurer, nonelectronically filed .. ... ... 15.00

(g) examination, if administered by the commissioner, for license as insurance producer, each
EXAMINALION . . e e e e e e 15.00

{h) surpius lines insurance producer license:

{iy application for original license and for issuance of license, ifissued ........... 50.00

(il annual renewal of license . . . . ... . L e e 50.00

(i} adjuster’s license:

(i) application for original license and for issuance of license, ifissued . .......... 15.00
{ii) annual renewal of license . . . ... . e e 16.00
(i) insurance vending machine license, each machine, eachyear ............... 10.00

(k) _motor club representative’s license:

{i} application for original license and issuance of license, ifissued .............. 15.00

(i) annual renewal of lICENSE . . . . . . . . e e e e e e 15.00

Ha{l) commissioner’s certificate under seal, {except when on certificates of authority or
HCBNSESY . . v i o i i e e e e 10.00

HH{m) copies of documents on file in the commissioner’s office, per page . ...... .. b0

#aHn) policy forms:

(i} filing each policy form . . . . . . . e 25.00

(ii} filing each application, certificate, enrollment form, rider, endorsement, amendment, insert page,
schedule of rates, and clarification of risks . . . . . .. ... .. L 10.00

{iii) maximum charge if policy and all forms submitted at one time or resubmitted for approval within
180 days, provided that ali additional forms relate to the same policy . ................ 100.00

(o) applications for approval of prelicensing education courses:

(iy reviewing initial application . . . .. . ... e 150.00

(i) PeriodiC TBVIBW . . i e e e e e e e e e e e 50.00

{2) The commissioner shail establish by rule fees commensurate with costs for filing documents
and conducting the course reviews required by 33-17-1204 and 33-17-1205.

{(3) The commissioner shall establish by rule an annual accreditation fee to be paid by each

domestic and foreign insurer when it submits a fee for annual continuation of its certificate of authority.
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{4)(a) Except as provided in subsection (4){b), the commissioner shall promptly deposit with the
state treasurer to the credit of the general fund efthis-state all fines and penaities, 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 the commissioner pursuant to Title 33 and the rules adopted under Title 33, except
that all fees for filing documents and conducting the course reviews required by 33-17-1204 and
33-17-1205 must be deposited in the state special revenue fund pursuant to 33-17-1207.

{b) The accreditation fee required by subsection {3) must be turned over promptly to the state
treasurer who shall deposit the money in the state special revenue fund to the credit of the commissioner’s
office. The accreditation fee funds must be used only to pay the expenses of the commissioner’s office in
discharging the administrative and regulatory duties that are required to meet the minimum financial
regulatory standards established by the national association of insurance commissioners, subject to the
applicable laws relating to the appropriation of state funds and to the deposit and expenditure of money.
The commissioner is responsible for the proper expenditure of the accreditation money.

{5) All fees are considered fully earned when received. In the event of overpayment, only those

amounts in excess of $10 will be refunded.”

Section 23. Section 33-2-803, MCA, is amended to read:

"33-2-803. General qualifications of investments. {1} Ne A security or investment, other than real
and personal property acquired under 33-2-832, shall-be js not eligible for acquisition uniess it is interest
bearing or interest accruing or dividend or income paying, if not then in default in any respect, and the
insurer is entitled to receive for its exclusive account and benefit the interest or income accruing thereen

on_the security or investment. However, up to 3% of a company’s total assets may be invested in

nondividend-paying common stock as described in 33-2-820.

(2) Ne A security or investment skal-be is not eligible for purchase at a price above its market
value.

(3) MNe A provision of this part shat may not prohibit the acquisition by an insurer of- other or
additional securities or property if received as a dividend or as a lawful distribution of assets or under a
lawful and bona fide agreement of bulk reinsurance, merger, or consolidation. Any investment se acquired
whieh that is not otherwise eligible under this part shath must be disposed of pursuant to 33-2-842 if

personal property or securities or pursuant to 33-2-841 if real property."”
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Section 24. Section 33-2-806, MCA, is amended to read:

"33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets
categories of investments only within applicable limits as follows:

{1} Aninsurer skalt may not, except with the consent of the commissioner, have at any one time
any combination of investments in or loans upon the security of the obligations, property, or securities of
any one person or insurer aggregating an amount exceeding 5% of the insurer’s assets. This restriction shak
does not apply as to general obligations of the United States of America or of any state or include policy
loans made under 33-2-825.

{2) An insurer shal may not invest in or hold at any one time more than 10% of the outstanding
voting stack of any corporation, except with the consent of the commissioner given with respect to voting
rights of preference stock during default of dividends. This provision does not apply as to stock of a
wholly-owned subsidiary of the insurer or to controlling stock of an insurer acquired under 33-2-821.

(3} Aninsurer, other than title insurer, shall invest and maintain invested funds not less in amount
than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like
kinds of insurance, only in cash and the securities provided for under the following sections: 33-2-811(1},
33-2-812, and 33-2-830.

{4} A life insurer shall also invest and keep invested its funds in an amount not less than the
reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in

cash, argier—the n securities, in both cash and securities, or in investments provided for under 33-2-531.

(5) Except with the commissioner’s consent, an insurer shall may not have invested at any one
time more than 20% of its assets in the class of securities described in 33-2-818, exclusive of obligations
of public utilities.

(6) An insurer may not invest and have invested at any one time in aggregate amount #&t more
than +0% 15% of its assets in all stocks under 33-2-820 and 33-2-821. Determination of the amount
whieh that an insurer has invested in common stocks for the purposes of this provision shalt must be based
on the cost of sueh the stocks to the insurer. This provision shalt does not apply as to stock of a controlled
or subsidiary insurance corporation or other corporations under 33-2-821 ang 33-2-822.

(7) Except with the commissioner’s consent, an insurer may not have invested at any one time
more than 5% of its assets in securities allowed under 33-2-824.

(8) Except with the commissioner’s consent, an insurer shal may not have invested at any ane
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time more than 10% of its assets in the class of securities described in any one of the following sections:
33-2-814, 33-2-819, and 33-2-823.
(9) Limits as to investments in the category of real estate shall be as provided in 33-2-832. Other

specific limits shall apply as stated in the sections dealing with other respective kinds ¢f investments.”

Seaction 25, Section 33-2-820, MCA, is amended to read:
"33-2-820. Common stocks. An insurer may invest in nonassessable common stocks, other than

insurance stocks, of any solvent corporation existing under the laws of the United States of America or of

Canada or any state or province theree’—H-cash—orstock—dividends—have-beer—earred—ard-paid-or—is

Section 26. Section 33-2-1111, MCA, is amended to read:

"33-2-1111. Registration of insurers -- requisites -- termination. (1) Every An insurer which-is
authorized to do business in this state and-which that is a member of an insurance holding company system
shall register with the commissioner, except that a foreign insurer subject to disclosure requirements and
standards adopted by statute or regulation in the jurisdiction of its domicile whieh that are substantially

similar to those contained in this section is_not reguired to register. Any insurer whieh—i5 subject to

registration under this section shall register within 15 days after it—beeomes becoming subject to
registration, unless the commissioner for good cause shewa extends the time for registration—and-thern
within-the-extended-time. The commissioner may require any authorized insurer whieh that is a member
of a holding company system whieh that is not subject to registration under this section to furnish a copy
of the registration statement or other information filed by the insurance company with the insurance

regulatory authority ef-demieitary in the jurisdiction where the company is domiciled.

(2) Evesy Aninsurer subject to registration shall file with the commissioner, on or before April 30

each year, a registration statement on a form provided by the commissioner—whieh that must contain
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current information about:

(a} the capital structure, general financial condition, ownership, and management of the insurer and
any person controlling the insurer;

{b) the identity of every member of the insurance holding company system;

{c) thefeHowing-agreemenisin-foree; existing reiationships subsisting, and transactions currently

outstanding between the insurer and its affiliates,_and the following agreements that are in force:

(i} loans, other investments, or purchases, sales, or exchanges of securities of the affiliates by the
insurer or of the insurer by its affiliates;

i1y purchases, sales, or exchanges of assets;

(iii}y transactions not in the ordinary course of business;

(iv} guaranties or undertakings for the benefit of an affiliate whieh that result in an actual
contingent exposure of the insurer’s assets to liability, other than insurance contracts entered into in the
ordinary course of the insurer’s business;

(v} ak management and service cantracts and al cost-sharing arrangements.—ether—than—<cost

{vi} reinsurance agreements covering all or substantially all of one or more lines of insurance of the
ceding company;

(vii) dividends and other distributions to shareholders; and

(viii) consolidated tax allocation agreements;

{d}) amy a pledge of the insurer’s stock, including stock of a subsidiary or controlling affiliate for a
loan made to a member of the insurance holding company system;

(e} all matters concerning transactions hetween registered insurers and any affiliates as may be
included from time to time in aRy registration forms adopted or approved by the commissioner.

{3) A registration statement must contain a summary outlining each item in the current registration
statement that represents a change from the prior registration statement.

(4) information need not be disclosed on the registration statement filed pursuant to subsection
{2) if the information is not material for the purposes of this section. Uniess the commissioner by rule or
order provides otherwise, sales, purchases, exchanges, loans or extensions of credit, or investments
inveolving 1/2 of 1% or less of an insurer’s admitted assets as of the prior December 31 rextpreceding are

not material for purposes of this section.
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{5) A person within an insurance holding company system subject to registration shall provide
caomplete and accurate information to an insurer it the information is reasonably necessary to enable the
insurer to comply with Title 33, chapter 2, part 11,

(6} Each registered insurer shall keep current the information required to be disclosed in its
registration statement by reporting all material changes or additions on amendment forms provided by the
commissioner within 15 days after the end of the month in which it fearns of each change or addition.

{7) The commissioner shall terminate the registration of any insurer whiek that demonstrates that
it no longer is a member of an insurance holding company system.

{B) The commissioner may require or allow two or more affiliated insurers subject to registration
under this section to file a consolidated registration statement or consoclidated reports amending their
consoclidated registration statement or their individual registration statements.

{8} The commissioner may allow an insurer wisehk that is authorized to do business in this state
and whieh that is part of an insurance holding company system to register on behalf of any affiiiated insurer
which is required to register under subsection {1) and to file all information and material required to be filed

under this section.”

Section 27. Section 33-2-1201, MCA, is amended to read:

"33-2-1201. Limit of risk. (1) Aninsurer may not retain any risk on any one subject of insurance,
whether located or to be performed in this state or elsewhere, in an amount exceeding 10% of its surplus
to policyholders.

(2) A "subject of insurance” for the purposes of this section, as to insurance against fire and
hazards other than windstorm, earthquake, or other catastrophe hazards, includes all properties insured by
the same insurer which are customarily censidered by underwriters to be subject to loss or damage from
the same fire or the same occurrence of the other hazard insured against.

(3) Reinsurance ceded as authorized by this part must be deducted in determining risk retained.
As 10 surety risks, deduction must also be made of the amount assumed by any established incorporated
cosurety and the value of any security deposited, pledged, or held subject to the surety’s consent and for
the surety’s protection.

(4} As to alien insurers, this section only relates to risks and surplus to policyholders of the

insurer’s United States branch.
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{8) "Surplus to policyholders” for the purposes ot this section, in addition ta the insurer’s capital
and surplus, is considered to include any voluntary reserves which are not required pursuant to law and
are determined from the last sworn statement of the insurer on file with the commissioner or by the last
report of examination of the insurer, whichever is the more recent at time of assumption ot risk.

{6) This section does not apply to life or disability insurance, title insurance, insurance of wet
marine and transportation risks, workers’ compensation insurance, employer’'s liability coverages,
sprinklered-risks; or any policy or type of coverage as to which the maximum possible loss to the insurer

is not readily ascertainable on issuance of the policy.”

Section 2B. Section 33-2-1216, MCA, is amended to read:

"33-2-1216. Credit allowed domestic ceding insurer. (1} Credit for reinsurance is allowed 10 a
domestic ceding insurer as either an asset ar a deduction from liability on account of reinsurance ceded only
when the reinsurer meets the requirements of subsection (2}, {3}, {4}, (), or {6). If the requirements of
subsection {4) or (5} are met, the requirements of subsection (7} must also be met.

(2} Credit must be allowed when the reinsurance is ceded to an assuming insurer that is licensed
to transact insurance or reinsurance in this state.

{3) Credit must be allowed when the reinsurance is ceded to an assuming insurer that is accredited
as a reinsurer in this state. Credit may not be allowed a domestic ceding insurer if the assuming insurer’s
accreditation has been revoked by the commissioner after notice and hearing. An accredited reinsurer is
one that:

{a) tiles with the commissioner evidence of its submission to this state’s jurisdiction;

(b) submits to this state’'s authority to examine its books and records;

(c) is licensed to transact insurance or reinsurance in at least one state or, in the case of a United
States branch of an alien assuming insurer, is entered through and licensed to transact insurance or
reinsurance in at least one state;

{d) files annually with the commissioner a copy of its annual statement filed with the insurance
department of its state of domicile and a copy of its most recent audited financial statement and either:

{i} maintains a surplus with regard to policyholders in an amount that is not less than $20 million
and whose accreditation has not been denied by the commissioner within 90 days of its submission; or

{if) maintains a surplus with regard to policyholders in an amount less than $20 million and whose
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accreditation has been approved by the commissioner.

(4) {a) Subject to subsection (4}(b}, credit must be allowed when:

{i) the reinsurance is ceded to an assuming insurer that is domiciled and licensed in or, in the case
of a United States branch of an alien assuming insurer, is entered through a state that employs standards
regarding credit for reinsurance substantially similar to those applicable under this statute; and

(i} the assuming insurer or the United States branch of an alien assuming insurer:

{A} maintains a surplus with regard to policyholders in an amount not less than $20 million; and

(B) submits to the authority of this state to examine its books and records.

{b) The requirement of subsection {4)(a)ii) does not apply to reinsurance ceded and assumed
pursuant ta pooling arrangements among insurers in the same holding company system.

{5) (a) Credit must be allowed when the reinsurance is ceded to an assuming insurer that maintains
a trust fund in a qualified United States financial institution for the payment of the valid claims of its United
States policyholders and ceding insurers and their assigns and successors in interest. The assuming insurer
shall report annually to the commissioner information substantially the same as that required to be reported
on the NAIC annual statement form by licensed insurers to enable the commissioner to determine the
sufficiency of the trust fund.

{b} (i} In the case of a single assuming insurer, the trust must consist of a trusteed account
representing the assuming insurer’s liahilities attributable to business written in the United States, and in
addition, the assuming insurer shall maintain a surplus with the trustee of not less than $20 million.

(ii} In the case of a group, of including incorporated and individual unincorporated underwriters,

the trust must consist of a trusteed account representing the group’s liabilities attributable to business
written in the United States, and in addition, the group shall maintain a surplus with the trustee of which
$100 million must be held jointly for the benefit of United States ceding insurers of any member of the
group.

iii} The incorporated members of the group, as group members, may not be engaged in a business

other than underwriting as members of the group and are subject to the same level of solvency requlation

and control by the insurance regulator as the unincorporated members. The group shall make available to

the cammissioner an annual certification of the solvency of each underwriter by the groupis—demicitary

insurance regulator and the independent public accountants in the jurisdiction where the underwriter is
domiciled and-ts-independent-public-accountants.
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HiHiv) In the case of a group of incorporated insurers under common administration:

(A) the provisions of subsection teMbiHiB} (5)(h){iv)IB) applys to the group that:

(I} complies with the reporting requirements contained in subsection (B}(a);

(1 has continuously transacted an insurance business outside the United States for at least 3 years
immediately prior to making application for accreditation;

{1} submits to this state’s authority to examine its books and records and bears the expense of the
examination; and

{IV) has aggregate policyholders’ surplus of $10 billion;

{8) (I} the trust must be in an amount equal to the group’s several liabilities attributable to business
ceded by United States ceding insurers to any member of the group pursuant to reinsurance contracts
issued in the name of the group;

(11} the group shall maintain a joint surplus with a trustee of which $100 million is held jointly for
the benefit of United States ceding insurers of any member of the group as additional security for any
liabilities; and

(i) each member of the group shall make available to the commissioner an annual certification of

the member’s solvency by the m

insurance requlator and the independent public accountants in the jurisdiction where the underwriter is

domiciled.

{c) The trust must be established in a form approved by the commissioner. The trust instrument
must provide that contested claims are valid and enforceable upon the fina! order of any court of competent
jurisdiction in the United States, The trust must vest legal title to its assets in the trustees of the trust for
its United States policyholders and ceding insurers and their assigns and successors in interest. The trust
and the assuming insurer are subject to examination as determined by the commissioner. The trust
described in this subsection {c) must remain in effect for as long as the assuming insurer has ocutstanding
obligations due under the reinsurance agreements subject to the trust.

{d) No later than February 28 of each year, the trustees of the trust shall report to the
commissioner in writing setting forth the balance of the trust and listing the trust’s investments at the end
of the preceding year. The trustees shall certify the date of termination of the trust, if planned, or certify
that the trust may not expire prior to the foliowing December 31.

(6) Credit must be allowed when the reinsurance is ceded to an assuming insurer that does not
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meet the requirements of subsection (2), (3}, (4), or {5) but only with respect to the insurance of risks
located in a jurisdiction in which the reinsurance is required by applicable law or regulaticn of that
jurisdiction.

(7} ta) If the assuming insurer is not licensed or accredited to transact insurance or reinsurance in
this state, the credit permitted by subsections {4) and (5) may not be allowed unless the assuming insurer
agrees in the reinsurance agreements:

{i) thatin the event of the failure of the assuming insurer to perform its obligations under the terms
of the reinsurance agreement, the assuming insurer, at the reguest of the ceding insurer, will:

{A) submit to the jurisdiction of any court of competent jurisdiction in any state of the United
States;

(B} comply with all requirements necessary to give the court jurisdiction; and

{C) abide by the final decision of the court or of any appellate court in the event of an appeal; and

(i) to designate the commissioner or a designated attorney as its attorney upon whom may be
served any lawful process in any action, suit, or proceeding instituted by or on behalf of the ceding
company.

(b} Subsection (7)(al{i} is not intended to conflict with or override the obiigation of the parties to

a reinsurance agreement to arbitrate their disputes if an obligation is created in the agreement.”

Section 29. Section 33-2-1217, MCA, is amended to read:

"33-2-1217. Reduction of liability for reinsurance ceded by domestic insurer to assuming insurer
-- definition. A reduction from liability for the reinsurance ceded by a domestic insurer to an assuming
insurer not meeting the requirements of 33-2-1216 must be allowed in an amount not exceeding the
liabilities carried by the ceding insurer. The reduction must be in the amount of funds held by or on behalf
of the ceding insurer, including funds held in trust for the ceding insurer:

(1) under a reinsurance contract with the assuming insurer as security for the payment of
obligations under the contract if the security is held in the United States subject to withdrawal solely by
and under the exclusive controt of the ceding insurer; or

{2} in the case of a trust, in a qualified United States financial institution. This security may be in
the form of:

(a) cash;
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{b) securities listed by the securities valuation otfice of the NAIC and qualifying as admitted assets;

{¢) clean, irrevocable, unconditional fetters of credit that are issued or confirmed by a qualified
United States financial institution no later than December 31 of the year for which filing is being made and
that are in the possession of the ceding company on or before the filing date of its annual statement.
Letters of credit meeting applicable standards of issuer acceptability as of the dates of their issuance or
confirmation must, notwithstanding the issuing or confirming institution’s subsequent failure to meet
applicable standards of issuer acceptability, continue to be acceptable as security until their expiration,
extension, renewai, modification, or amendment, whichever occurs first.

(d) any other form of security acceptable to the commissioner.

{3} For the purposes of subsection (2){c}, a "qualified United States financial institution" means an

institution that:

{(a) is organized or, in the case of a United States office of a foreign banking organization, licensed

under the laws of the United States or any of its states;

{b) is requlated, supervised, and examined by United States federal or state authorities with

requlatory authority aver banks and trust companies: and

{c} has been determined by either the commissioner or the securities valuation office of the national

association of insurance commissioners 10 meet the standards of financial condition and standing that are

considered necessary and appropriate to regulate the quality of financial institutions whose letters of credit

will be acceptable to the commissioner.

(4) For the purposes of this part, except for subsection (2)lc), "qualified United States financial

institution” means, with respect to institutions eligible to act as a fiduciary of a trust, an institution that:

{a} is organized or, in the case of a United States branch or agency office of a foreign banking

corparation, licensed under the laws of the United States or any of its states and that has been granted

authority to operate with fiduciary powers; and

{b) is regulated, supervised, and examined by federal or state authorities having requlatory authority

over banks and trust companies.

15} The commissioner may adopt rules implementing the provisions of 33-2-307, 33-2-708, and

33-2-806."

Section 30. Section 33-2-1218, MCA, is amended to read:
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"33-2-1218. Reinsurance agreements affected. Sections 33-2-1216 and 33-2-1217 apply to all
cessions after Qctober 1, 1993, under reinsurance agreements that have had an inception, anniversary, or

renewal date on or befere after April 1, 1983."

Section 31. Section 33-2-1510, MCA, is amended to read:

"33-2-1510. Minimum standards. Unless thereis a written contract between a controlling producer
and a controlled insurer specifying the responsibilities of each party, the controlled insurer may not accept
business from the controlling producer and the controlling producer may not place business with the
controlled insurer. The contract must be approved by the board of directors of the controlled insurer and
must contain the following minimum provisions:

(1) The controlled insurer may terminate the contract for cause, upon written notice to the
controlling producer. The controlled insurer shall suspend the authority of the controlling producer to write
business during the pendency of any dispute regarding the cause for the termination.

(2) The controlling producer shall render to the controlled insurer accounts detailing all material
transactions, including information necessary ta support all commissions, charges, and other fees received
by or owing to the controlling producer.

(3) On at least a monthly basis, the controlling producer shall re;mit to the controlled insurer all
funds due under the terms of the contract. The due date must be fixed so that premiums or installments
of premiums collected must be remitted no fater than 90 days after the effective date of any policy placed
with the controlied insurer under the contract.

{4) In accordance with the provisions of this title, all funds collected for the controlled insurer’s
account must be held by the controlling producer in a fiduciary capacity, in one ar more appropriately
identified bank accounts in banks that are members of the federal reserve system. However, funds of a
controlling producer not required to be licensed in this state must be maintained in compliance with the

requirements of the jurisdiction in which the controlling predueers—domiciliory—jurisdietion producer is

domiciled.

{6) The controlling producer shall maintain separately identifiable records of business written for
the controlled insurer.
() The contract may not be assigned in whole or in part by the controlling producer.

{7) The controlled insurer shall provide the controlling producer with its underwriting standards,
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rules, procedures, manuals setting forth the rates to be charged, and the conditions for the acceptance or
rejection of risks. The controlling preducer shall adhere to the standards, rules, procedures, rates, and
conditions. The standards, rules, precedures, rates, and conditions must be the same as those applicable
to comparable business placed with the controlled insurer by a producer other than the controlling producer.

(8) The rates and terms of the controlling producer’s commissions, charqes, or other fees and the

purposes of those commissions, charges, or fees must be contained in the contract. The rates of the

controlling producer’s commissions, charges, and other fees may not be greater than those applicable to

comparable business placed with the controiled insurer by producers other than controlling producers. For
purposes of subsection (7) and this subsection, examples of "comparahle business"” include the same lines
of insurance, same kinds of insurance, same kinds of risks, similar policy limits, and similar quality of
business.

(9) If the contract provides that on insurance business placed with the controlled insurer, the
controlling producer is to be compensated contingent upon the controlled insurer’s profits on that business,
then the compensation may not be determined and paid until at least b years after the premiums on liability
insurance are earned and at least 1 year after the premiums are earned on any other insurance. The
commissions may not be paid until the adequacy of the controlled insurer’s reserves on remaining claims
has been independently verified pursuant to 33-2-1512,

{10} The rates and terms of the controlling producer’'s commissions, charges, or other fees and

the purposes of those commissions, charges, or fees must be contained in the contract. The controlled

insurer may establish a different limit for each line or subline of business. The controlled insurer shall notify
the controlling producer when the applicable limit is approached and may not accept business from the
controlling producer if the limit is reached. The controlling producer may not place business with the
controlled insurer if it has been notified by the controlled insurer that the limit has been reached.

{11) The controiling producer may negotiate but may not bind reinsurance on behalf of the
controlled insurer on business that the controlling producer places with the controiled insurer, except that
the controlling producer may bind facultative reinsurance contracts pursuant to obligatory facultative
agreements if the contract with the controlled insurer contains underwriting guidelines. For reinsurance
assumed and ceded, the guidelines must include a list of reinsurers with which the automatic agreements
are in effect, the coverages and amounts or percentages that may be reinsured, and commission

schedules.”
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Section 32. Section 33-2-1605, MCA, is amended to read:

"33-2-1605. Penalties and liabilities. (1) !f, after a hearing conducted in accordance with Title 33,
chapter 1, part 7, the commissioner finds that a person has viotated any provision of this part, the
commissioner may order:

(&) a penalty in an amount of $5,000 for each separate violation;

{b} revocation or suspension of the producer’s license; and

{c} the managing general agent to reimburse the insurer, the rehabilitator, or a liquidator of the
insurer for any losses incurred by the insurer caused by a violation of this part committed by the managing
general agent.

{2} An order of the commissioner pursuant to subsection (1) is subject to judicial review pursuant
to 33-1-711.

{3) This section does not limit the power of the commissioner to impose any other penalty provided
in this title.

(4) This part does not limit the rights of policyholders, claimants, or auditers creditors.”

Section 33. Section 33-3-431, MCA, is amended to read:

"33-3-431. Borrowed surplus. (1) A domestic stock or mutual insurer may borrow money to
defray the expenses of its organization, to provide it with surplus funds, or for any purpose of its business;
upon a written agreement that sueh the money is required to be repaid only out of the insurer’s surplus in
excess of that stipulated in sdeh the agreement. The agreement may provide for interest at a rate Ae not

greater than the rate established in 25-9-205, whieh-interest-shall-ershall-rot-constitute a-liabilibp-ot-the
ipsureras-te-itsfunds-etherthansueh-exeess-of-surplus,as and whether the interest constitutes a liability

of the insurer must be stipulated in the agreement. de A commission or promotion expense shak may not

be paid in connection with ary—=suek a loan of the type described in this section.

(2) Money ee borrowed, together with the interest thereoa if se stipulated in the agreement, shall
does not form a part of the insurer’s legal liabilities except as to its surplus in excess of the amount thereof

stipulated in the agreement or be the basis of any setoff;. but However, until the money or interest, or

both, are repaid, financial statements filed or published by the insurer shall must show as a footnote therete

the amount thereef then unpaid together with any interest thereen accrued but unpaid.

(3) Amry—sueh A loan of this type to a mutual or stock insurer shal—be is subject to the
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commissioner’s approval. The insurer shall, in advance of the loan, file with the commissioner a statement
of the purpbse of the loan and a copy of the proposed lcan agreement. The loan and agreement shal-be
deemed are approved unless within 15 days after date—ef—sueh filing the insurer is notified of the

commissioner’s disapproval and the-reasens-therefer reasons for the disapproval. The commissioner shall

disapprove any proposed loan or agreement if ke the commissioner finds the loan is unnecessary or

excessive for the purpose intended or that the terms of the loan agreement are not fair and equitable to the
parties, and to other similar lenders, if any, to the insurer, or that the infarmation se filed by the insurer is
inadequate.

(4} Any-soeh A loan to a mutual or stock insurer or @ substantial portion thereof of the loan shal
must be repaid by the insurer when jt is no longer reasonably necessary for the purpose originally intended.

Neo-repayment-ef-sueh-leanshalt Repayment of either principal or interest on the loan may not be made by

a mutual or stock insurer unless ir-adwvance approved in advance by the commissioner.

{5) This section shalt does not apply to loans obtained by the insurer in the ordinary course of

business from banks and other financial institutions or to loans secured by pledge or mortgage of assets.”

Section 34. Section 33-4-202, MCA, is amended to read:

"33-4-202. Declaration of intention to incorparate -- articles of incorporation -- fee. (1) The
individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall file with the
commissioner:

(a) adeclaration of their intention ta form sueh-a the corporation—whieh-deciaratien-shallbbe signed
by at least 10C incorporators if a proposed state mutual insurer or by at least 25 incorporators if a proposed
county mutual insurer; and

(b) proposed articles of incorporation executed in quadruplicate triplicate by three or more of the
incorporators and acknowledged by each before a person authorized to take and verify acknowledgments
of conveyance of real property.

{2) The articles of incorporation shaH must state:

{a) the name of the corporation. If a state mutual insurer, the words "farm mutual™ must be a part
of the name; if a county mutual insurer, the name shal must contain the words "farm mutual” or "rural
mutual” together with the name of the county wherein—is—to-beteeated in which its principal place of

business is to be located. The name shalt may not be so similar to one aiready used by a corporation in
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this state as to be misleading.

(b) if a county mutual insurer, the name of the county or counties in which the corporation is to
transact insurance and the address where its principal business office will be located;

(c) if a state mutual insurer, the location of its principal business office, which effiee must be
located in this state;

{d) the objects and purposes for which the corparation is formed;

(e} whether it intends to transact business on the cash premium plan or the assessment pian;

{f) the duration of its existence, which may be perpetual;

{g) the number of its directors, which ska#t may not be less than 5 or more than 11;-alse_and the
names and addresses of the members of the initial board of directors appointed to manage the affairs of
the corporation until the first annual meeting of the members and wati-thelr successars are elected and
qualified;

(h sweh other provisions, not inconsistent with law, deemed considered appropriate by the
incarporators;

{i) the names, residences, and addresses of the incorporators and the value of the their property
destred 1o be insured ewred-by-eaeh in the county or counties where the operations of the corporation are
to be carried on.

{3) At the time of filing of the articles of incorporation as provided in subsection (1} abeve, the
incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit al-such the

fees with the state treasurer to the credit of the general fund efthisstate.”

Section 35. Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence. (1) Upenteeeiptef

to-the-attornoy-gereral-ferexaminatien: |f the atterney-general commissioner finds the proposed articles

of incorporation to be in accardance 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, the atierney—gerergl commissianer

shall make a certificate of the facts =

(2) If the commissioner considers the name of the proposed corporation to be so similar to one

already appropriated by another company or corporation as to be likely to mislead the public, the

- 46 -

Z\\ (Montana Legisiative Counchl



h4th Legislature LC0440.01

—_

S WL A W N

| S S I S i S . T —)
O © o N AW N =

21

22
23
24
25
26
27
28
29
30

commissioner shall reject the name applied for and shail notify the incorporators of the rejection.

{3) When the proposed articles of incorperation have been approved by the atterrey—general
commissicner, the commissioner shall likewise endorse the commissioner's approval upon each set of the
articles and forward #eaf three sets of articles to the incorporators. The incorparators shall file one of 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 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 must be made a part of the corporation’s records.

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

as provided in 33-4-505."

Section 36. Section 33-5-401, MCA, is amended to read:

"33-5-401. Surplus funds required. (1) A domestic reciprocal insurer hereunderformed subject
to this part, if it has otherwise complied with the applicable provisions of this code, may be authorized to
transact insurance if it has and thereatter maintains surplus funds as follows:

{a) to transact property insurance, surplus funds of not less than $400,000;

(b) to transact casualty insurance:-ether—thamr-workers—6ompensatien—surphus-fords—efrotless
than-$406-000-

(i) including authority for workers’ compensation insurance, surplus funds of not less than

$600,000; or

(i) excluding authority for workers’ compensation _insurance, surplus funds of not less than

$400,000.

{2) In addition to surplus funds required to be maintained under subsection (1) abeve, the insurer
skalt must have, when first se authorized, expendable surplus in the same amount as required of a like
foreign reciprocal insurer under 33-2-110.

{3} A domestic reciprocal insurer may be authorized to transact additional kinds of insurance if it

has otherwise complied with the provisions of this code therefer for the additional kinds of insurance and

poassesses-ard-se maintains surplus funds in an amount equal te the minimum capital stock required of a
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stock insurer for authority to transact a like combination of kinds of insurance.”

Section 37. Section 33-7-117, MCA, is amended to read:

"33-7-117. Scope -- provisions applicable. (1) Except as provided in subsection (2], societies are
governed by this chapter and are exempt from all other provisions of the insurance laws of this state, not
only in governmental relations with the state but for every other purpose. The provisions of a law enacted
after January 1, 1992, do not apply to fraternal benefit societies unless expressly made applicabie by the
provisions of the law.

{2} In addition to the provisions of this chapter, the provisions of chapter 1, parts 1 through 4 and
7:33-2-104; 33-2-107; 33-2-112; chapter 2, part 13; 33-3-308; 33-15-502; and chapters 17, 18, 20, and

22: and [sections 78 through B1] apply to fraternal benefit societies to the extent applicable and to the

extent not in conflict with the provisions of this chapter and the reasonable implications of this chapter.”

Section 38. Section 33-10-201, MCA, is amended to read:

"33-10-201. Short title, purpose, scope, and construction. (1) This part shaltbe-krowr-and may
be cited as the "Montana Life and Health Insurance Guaranty Association Act".

(2) The purpose of this part is to protect policyowners, insureds, beneficiaries, annuitants, payees,
and assignees of life insurance policies, health insurance policies, annuity contracts, and supplemental
contracts, subject to certain limitations, against failure in the performance of contractual obligations due
to the impairment of the insurer issuing the policies or contracts.

{31 To provide this protection:

(a} an association of insurers is created to enable the guaranty of payment of benefits and of
continuation of coverages;

{b} members of the association are subject to assessment to provide funds to carry out the purpose
of this part; and

(c} the association is authorized to assist the commissioner, in the prescribed manner, in the
detection and prevention of insurer impairments.

{4} This part applies to direct, nongroup life, health, annuity, and supplemental policies or
contracts, to certificates under direct group policies and contracts, and to unallocated annuity contracts

issued by member insurers, except as limited by this part. Annuity contracts and certificates under group
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annuity contracts include but are not limited to guaranteed investment contracts, deposit administration
contracts, unallocated funding agreements, allocated funding agreements, structured settlement
agreements, lottery contracts, and any immediate or deferred annuity contracts.

{5) This part provides coverage for eavered policies and contracts specified in subsection (8}:

(a} to persons who are owners of or certificate holders under covered policies gr, in the case of

unallocated annuity contracts, to the persons who are contract heolders ard—whe if the persons:

(i) are residents; or

(i} are not residents, but only under all of the following conditions:

(A) the insurers that issued the policies are domiciled in this state;

(B) the insurers have not held a license or certificate of authority in the state in which the persons
reside;

{C) the state has an association similar to the association created under this part; and

(D) the persons are not eligible for coverage by that association; and

{b) to persons who, regardiess of where they reside, except for nonresident certificate holders
under group policies or contracts, are the beneficiaries, assignees, or payees of the persons covered under
subsection (b){al.

(8) This part covers persons specified in subsection (5}{a) for direct, nongroup life, health, annuity,

and supplemental policies and contracts, for certificates under direct group policies and contracts, and for

unallocated annuity contracts issued by member insurers, except as limited by this part. Annuity contracts

and certificates under group annuity contracts include but are not limited to guaranteed investment

contracts, deposit administration contracts, allocated and unallocated funding agreements, structured

settlement agreements, lottery contracts, and immediate or deferred annuity contracts. This part does not

apply to:

{a) aay policies or contracts or any part of the policies or contracts under which the risk is borne
by the policyholder;

(b} any a policy or contract or part of the policy or contract assumed by the impaired insurer under
a contract of reinsurance, other than reinsurance for which assumption certificates have been issued;

{c) any portion of a policy or contract to the extent that the rate of interest on which it is based:

{i) averaged over the period of 4 years prior to the date on which the association becomes

obligated with respect to the policy or contract, exceeds a rate of interest determined by subtracting 2
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percentage points from Moody’s corporate bond yield average averaged for that same 4-year period or for
the lesser period if the policy or contract was issued less than 4 years before the association became
obligated; and

{ii} on and after the date on which the association becomes obligated with respect to the policy or
contract, exceeds the rate of interest determined by subtracting 3 percentage points from Moody's
corporate band yield average as is most recently available;

{d} any plan or program of an employer, association, or similar entity to provide life, health, or
annuity benefits to its employees or members to the extent that the plan or program is self-funded or
uninsured, including but not limited to benefits payable by an employer, association, or similar entity under:

(i) amultiple employer welfare arrangement, as defined in section 514 of the Employee Retirement
Income Security Act of 1974, as amended;

{iiy @ minimum premium group insurance plan;

{iii} a stop-loss group insurance plan; or

(iv) an administrative services only contract;

{e) any portion of a policy or contract to the extent that it provides dividends or experience rating
credits or provides that any fees or allowances be paid to any person, including the policy or contract
holder, in connection with the service to or administration of the policy or contract;

(f) any policy or contract issued in this state by a member insurer at a time when it was not
licensed or did not have a certificate of authority to issue the policy or contract in this state;

{g) any unallocated annuity contract issued to an employee benefit plan that is protected under the
federal pension benetit guaranty corporation; and

(h) any portion of any unaliccated annuity contract that is not issued to or in connection with a
specific employee, union, or association of natural persons benefit plan or a government lottery.

(7) This part must be liberally construed to effect the purpose under subsections (2) and {3), which
constitute an aid and guide to interpretation.

{8) This part may not be construed to reduce the liability for unpaid assessments of the insureds

of an impaired insurer operating under a plan with assessment liability."

Section 39. Section 33-10-202, MCA, is amended to read:

"33-10-202. Definitions. As used in this part, the following definitions apply:
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{1) "Account” means any of the three accounts created under 33-10-203.

(2} "Association” means the Montana life and health insurance guaranty association created under
33-10-208.

{3} "Contractual obligation” means any obligation under covered policies.

{4) "Covered policy™” means any policy or contract within the scope of this part under subsections
{4) through {6) of 33-10-201.

(5) "Impaired insurer” means:

(a) an insurer which after Juiy 1, 1974, becomes insolvent and is placed under a final order of
liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or

(b) aninsurer considered by the commissioner after July 1, 1974, to be unable or potentially unable
to fulfill its contractual obligations.

(6} {a) "Member insurer" means any perser—adthorzed—te—trapsact—in—this—state—any—kind—-of

insurer that is licensed or

that holds a certificate of authority to transact any kind of insurance in this state for which coverage is

provided under 33-2-201 and includes any insurer whose license or certificate of authority may have been

suspended, revaked, not renewed, or voluntarily withdrawn,

{t) The term does not include:

(i} a health service corporation;

(ii) a health maintenance organization;

{iii) a fraternal benefit society:

{iv) a mandatory state pooling plan;

{v) a mutual assessment company or any entity that gperates on an assessment basis;

{vi) an insurance exchange; or

an entity similar to any of the entities_listed in subsections (6)(b

{7) "Person” means any individual, corporation, partnership, association, or voluntary organization.
(8] "Premiums” means direct gross insurance premiums and annuity considerations written on
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyholders on the direct business. "Premiums” do not inciude premiums and considerations on contracts
between insurers and reinsurers. As used in 33-10-227, "premiums" are those for the calendar year

preceding the determination of impairment.
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{9} "Resident" means any person who resides in this state at the time the impairment is determined
and to whom contractual cbligations are owed.

{10) "Unallocated annuity contract” means an annuity contract or group annuity certificate that is
not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an

individual by the insurer under the contract or certificate.”

Section 40. Section 33-11-102, MCA, is amended to read:
"33-11-102. Definitions. As used in this part, the following definitions apply:

{1} "Completed gperations liability" means:

{a) liability arising out of the instatlation, maintenance, or repair of any product at a site that is not

owned or controlled by:

(i) a person who performs that work; or

(i) a person who hires an independent contractor to perform that work; and

(b} liability for activities that are completed or abandoned before the date of the occurrence giving

rise ta the liability.

{2) "Domicile", for purposes of determining the state where a purchasing group is domiciled,
means:

(a) for a corporation, the state where the purchasing group is incorporated; and

(b) for an unincorporated entity, the state of its principal place of business.

+4{3} "Hazardous financial condition™ means that, based on its present or reasonably anticipated
financial condition, a risk retention group, although not yet financiaily impaired or insolvent, is unlikely to
be able to:

{a) meet obligations to palicyhoiders with respect to known claims and reasonably anticipated
claims; or

{b} pay other obligations in the normal course of business.

3H4) "Insurance" means primary insurance, excess insurance, reinsurance, surplus line insurance,
and any other arrangement for shifting and distributing risk that is determined to be insurance under the
laws of this state.

+43(b) (a) "Liability" means legal liability for damages, including costs of defense, legat costs and

fees, and ather claims expenses, because of injuries to other persons, damage to their property, or other
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damage or loss to other persons resulting from or arising out of:

(i} abusiness, whether prefit or nonprofit, trade, product, service (inciuding professional service},
premises, or operation; or

{ii} an activity of any state or local government or an agency or political subdivision thereef of state

or_local government.

(b) The term does not include personal risk liability or an employer’s liability with respect to its
employees other than legal liability under the federal Employers’ Liability Act, 445 U.5.C. 51 through 60},
As used in this subsection, "personal risk liability” means liability for damages because of injury to any
persan, damage to properily, or other loss or damage resulting from personal, familial, or household
responsibilities or activities rather than from responsibilities or activities referred to in subsection {4Ma}
(5}{a).

836} "Plan of operation or a feasibility study" means an analysis that presents the expected
activities and results of a risk retention group, including at a minimum:

(a} the coverages, deductibles, coverage limits, rates, and rating classification systems for each
line of insurance the group intends to offer;

{b} historical and expected loss experience of the proposed members and national experience of
similar exposures to the extent this experience is reasonably avaiiable;

{c) pro forma tinancial statements and projections;

(d) appropriate opinions by a qualified independent casualty actuary, including a determination of
minimum premium or participation levels required to commence operations and to prevent a hazardous
financial condition;

(e) identification of management, underwriting procedures, managerial oversight methods, and
investment policies; and

(f) other matters as may be prescribed by the commissioner for tiability insurance companies
authorized by the insurance laws of the state where the risk retention group is chartered.

{647} "Purchasing group™ means a group that:

{a) has as one of its purposes the purchase of liability insurance on a group basis;

{b} purchases liability insurance only for its group members and only to cover their similar or related
liability exposure, as described in subsection {6Het {7)(c);

(c) is composed of members whose businesses or activities are similar or related with respect to
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the liability to which members are exposed by virtue of any related, similar, or common business, trade,
product, service, premises, or operation; and

(d) is domiciled in any state.

+3{8) "Risk retention group” means a corporation or other limited liability association formed under
the laws of any state, Bermuda, or the Cayman Islands:

{a) whose primary activity consists of assuming and spreading all or any portion of the liability
exposure of its group members;

{b) thatis organized for the primary purpose of congducting the activity described under subsection
HHa) (8)la);

{c) (i} that is chartered and licensed as a liability insurance company and authorized to engage in
the business of insurance under the laws of any state; or

(i) that, before January 1, 1985, was chartered or licensed and authorized to engage in the
business of insurance under the laws of Bermuda or the Cayman Islands and, before that date, had certified
to the insurance regulatory official of at least one state that it satisfied the capitalization requirements of
that state. However, saeh the group is considered to be a risk retention group only if it has been engaged
in business continuously since January 1, 1985, and only for the purpose of continuing to provide

insurance to cover product liability or completed operations liability.

B} For purposes of this subsection &4 (8], "product liability” means liability for damages because

of any personal injury, death, emotional harm, consequential economic damage, or property damage,
{including damages resuiting from the loss of use 6f property}, arising out of the manufacture, design,
importatian, distribution, packaging, labeling, lease, or sale of a product but does not include the liability
of any person for those damages if the product involved was in the possession of that person when the
incident giving rise to the claim occurred.

{d) that does not exclude any person from membership in the group solely to provide to members

of the group a competitive advantage over suaeh the person;
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(e} (i) that has as its members only persons who have an ownership interest in the group and that
has as its owners only persons who are members and who are provided insurance by the risk retention
group; or

(ii) that has as its sole member and sole owner an organization that is owned by persons who are
provided insurance by the risk retention group;

(fi whose members are engaged in businesses or activities that are similar or related with respect
to the liability to which the members are exposed by virtue of any related, similar, or common business,
trade, product, service, premises, or operation;

{g) whose activities do not include the provision of insurance other than:

(i) liability insurance for assuming and spreading all or any portion of the liability of its group
members; and

(i) reinsurance with respect to the liability of any other risk retention group or member of saeh the
ather group that is engaged in businesses or activities so that swek the group or member meets the
requirement described in subsection A4 (8)(f) for membership in the risk retention group that provides
the reinsurance; and

{h) whose name includes the phrase "risk retention group”.

{8}(9) "State" means any state of the United States or the District of Columbia."

Section 41. Section 33-11-104, MCA, is amended to read:

"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 otfering insurance in this state, a risk retention group shafl 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 other infarmation,
including information on its membership, as the commissioner requires to verify that the risk retention group
is gualified under 33-11-102¢A{8);

(b) a copy of its plan of operation or a feasibility study and revisions of 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

-B5 -
Montana Leglsiative Council



+

54th Legislature LC0440.01

W N

o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

defined in the federal Product Liability Risk Retention Act of 1981 {15 U.5.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

(c} a statement of registration that designates the commissioner as its agent for the purpose of
receiving service of legal documents or process.

(2) A risk retention group deing 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 lass
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)Y acopy 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) any information as may be required to verify the group’s continuing qualification as a risk
retention graup under 33-11-1024(8).

(3) (a) Each risk retention group is liable for the payment of premium taxes and taxes on premiums
of direct business for risks resident or located within this state and shall repart to the commissioner the net
premiums written for risks resident or located within this state. The risk retention group is subject to
taxation and any applicable interest, fines, and penalties for nonpayment that apply to foreign admitted
iNsurers.

(b) To the extent that an insurance producer is used, the insurance producer shall report to the
commissioner the premiums of direct business for risks resident or located within this state that the
licensees have placed with or on behalf of a risk retention group not chartered in this state.

(c} To the extent that an insurance producer is used, the insurance producer shall keep a complete
and separate record of all policies procured from each risk retention group. The record is open to
examination by the commissioner, as provided in 33-1-408. The records must, for each policy and each
kind of insurance provided under the policy, include the limit of liability, the time period covered, the
effective date, the name of the risk retention group that issued the policy, the gross premium charged, and

the amount of return premiums, if any.
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(4) Each risk retention group, its insurance praducers, 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 the risk retention group’s 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 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 graoup 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:

{al the solicitation or sale of insurance hy 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, 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 shall comply

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

{12) Upon completion of registration requirements, the commissioner shall issue to the risk retention
group a proper certificate of registration.

{13) A risk retention _group that violates any provision of this chapter is subject to fines and

penalties, including revocation of the right to do busingss in this state, applicable to licensed insurers

generally.”

Section 42. Section 33-11-108, MCA, is amended to read:

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

(a) identifies the state where the group is domiciled and all other states in which the group intends
to do business;

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

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

(d} identifies the Montana-ticensed insurance producer or Montana-licensed surplus lines insurance
preducer through which the purchasing group intends to place its business;

{e} identifies the principal place of business of the purchasing group; end

{f} provides information required by the commissioner to verify that the purchasing group is
qualified under 33-11-102¢{6}(7)-; and

{a) identifies the person or persons controlling the activities of the group and includes biographical

information on the person or persons.

{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, the requirements do not apply
in the case of a purchasing group:

{a) (i) that was domiciled befare 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;
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and

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

{¢) that was a purchasing group under the requirements of the federal Product Liability Risk
Retention Act of 1981 {15 U.S.C. 3901 through 3904) before it was amended by P.L. 99-563, approved
on Qctober 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 requirements, the commissioner shall issue a proper certificate

of registration to the purchasing group.”

Section 43. Section 33-14-304, MCA, is amended to read:

"33-14-304. Cancellation of insurance upon default. {1} When a premium finance agreement
contains a power of attorney or other autharity enabling the insurance premium finance company to cancel
any insurance contract listed in the agreement, the insurance contract or contracts may not be canceled
by the premium finance company unless sweeh the cancellation is effectuated in accordance with this
section.

(2} Netless-than10-days—written Written notice must be mailed to the insured setting forth the
intent of the insurance premium finance company to cancel the insurance contract unless the default is

cured prior to the date stated in the notice. The written notice must be mailed at least 10 days prior to the

date stated in the notice. The insurance producer e~breker indicated on the premium finance agreement

shall must also be mailed 10 days’ notice of this action.

{3) Pursuant to the power of attorney ar other authority referred to above, the insurance premium
finance company may cancel on behalf of the insured by mailing to the insurer written notice stating when
thereatter the cancellation shalk-be will become effective, and the insurance contract shaH must be canceled
as if sweh the notice of cancellation had been submitted by the insured kisasel but without requiring the
return of the insurance contract. If the insurer or its insurance producer does not provide the insurance
premium finance company with a specific mailing address for the purpose of receipt of the abeve notice,
mailing by the insurance premium finance company to the insurer at the address that is on file and-ef+ecord
with the commissioner is considered sufficient notice under this section. The insurance premium finance

company shall also mail a notice of cancellation to the insured at his the insured’s last-known address and
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to the insurance producer er-broker indicated on the premium finance agreement.

(4) All statutory, regulatory, and contractual restrictions providing that the insurance contract may
not be canceled unless natice is given to a governmental agency, mortgagee, or other third party apply
whenever cancellation is effected under the provisions of this section. The insurer shall give the prescribed
notice in behalf of itself or the insured to any governmental agency, mortgagee, or ather third party on or
before the second business day after the day it receives the notice of cancellation from the premium finance
company and shall determine the effective date of cancellation taking into consideration the number of

days’ notice required to complete the cancellation.”

Saction 44, Section 33-15-301, MCA, is amended to read:

"33-15-301. Requiring standard provisions -- waiver. (1) Insurance contracts skalt must contain
sweh the standard or uniform provisions as—are and benefits required by the applicable provisions of this
code pertaining to contracts of particular kinds of insurance. The commissicner may waive the-required-yuse
ef a particular provision in a particular insurance policy farm if:

(a) he the commissioner finds sueh the provision or_benefit unnecessary for the protection of the

insured and inconsistent with the purposes of the policy; and

(b) the policy is otherwise approved by him the commissioner.

(2) Ne A policy or certificate shalt may not contain any provision or benefit inconsistent with or
contradictory to any standard or uniform provision or_benefit used or required to be used, but the

commissioner may approve any substitute provision or_benefit whielk that is, in kis the commissioner’s

opinion, not less favorable in any particular to the insured or beneficiary than the provisions otherwise
required.

(3) In lieu of the provisions required by this code for contracts for particular kinds of insurance,
substantially similar provisions required by the law of the domicile of a foreign or alien insurer may be used
when approved by the commissioner.

(4) Ne-sueh A provision, if required to be contained in the policy, ean may not be waived by

agreement between the insurer and any other person.”

Section 45. Section 33-15-303, MCA, is amended to read:

"33-15-303. Contents of policies in general -- identification. (1) Every Each policy ska#h must
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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 under the policy takes effect and the period during which the
insurance is to continue;

() the premium;

{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 must be included.

(3) All policies and annuity contracts issued by insurers and the forms of policies and annuity
contracts filed with the commissioner must have printed on the policy or annuity contract an appropriate
designating letter or figure, combination of letters or figures, or terms identifying the respective forms of

policies or contracts—tegetherwith—the—yearof-adoptieneiftheferm. Each form, including riders and

endorsements, must be identified by a designating letter or fiqure placed in a lower, preferably left-hand,

corner of the first page of the form. Whenever any change is made in any form, the designating letters,

figures, or terms and-yearofadeption on the form must be correspondingly changed and the revision date

must be noted next to the designating letters.”

Section 46. Section 33-16-202, MCA, is amended to read:

"33-16-202. Recording and reporting of loss and expense experience. {1) The commissioner shall
may promulgate and may modify reasonable rules and statistical plans, reasonably adapted to each of the
rating systems used, and which shal must thereafter be used by each insurer in the recording and reporting
of its loss and countrywide expense experience, in order that the experience of all insurers may be made

available at least annually in sueh form and detail as ray-be necessary to aid kim the commissioner in

determining whether rates comply with the applicable standards of this chapter. Sueh The rules and plans
may also provide for the recording and reporting of expense experience items whieh that are specially
applicable to this state and are not susceptible of determination by a prorating of countrywide expense

experience.
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{2} In promulgating sweh rules and plans, the commissioner shall give éue consideration to the
rating systems in use in this state and, in order that sdek the rules and plans may be as uniform as is
practicable among the several states, to the rules and to the form of the plans used for sueh rating systems
in other states. Ne An insurer shall may not be required to record or report its loss experience on a
classification basis that is inconsistent with the rating system used by it.

{3) The commissioner may designate one or maore rating organizations or other agencies to assist

b#h in gathering sweh and making compilations of joss and expense experience and-rrakirg-compiations

thereot, and sueh the compilations shaH must be made available, subject to reasonable rules promulgated

by the commissioner, to insurers and rating organizations.”

Section 47. Section 33-16-235, MCA, is amended to read:

"33-16-235. Data reporting -- rules. (1) An insurer that has transacted a line of insurance
designated as noncompetitive or volatile shaH may report once a year to the commissioner, on forms
prescribed by the commissioner, information including:

(a) reported and estimated ultimate exposure, by year of exposure to loss;

(bY reported and estimated uitimate premiums, by year of exposure to loss;

(c} losses paid, by year incurred;

(d) ioss adjustment expense paid, by year incurred;

(e} reported and ultimately incurred losses and loss adjustment expenses, by year incurred; and

(f) any other information required by the commissioner.

(2) Aninsurer transacting a line of insurance designated as noncompetitive ar volatile shall provide
to the commissicner information concerning at least 5 years of experience, with information evaluated as
of the end of each calendar year. In addition to the latest reported information for each vear, the insurer
shall document any adjustments, including but not limited to development factors and trend adjustments,
made to the reported data in projecting losses.

(3) The commissioner shalt may adopt by rule reasonable development factors and trend

adjustments to be appliied to the reported data.”

Section 48. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following definitions apply:
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(1) "Adjuster” means a person wha, on behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates setttement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not include a:

(a} licensed attorney who is qualified to practice law in this state;

{b) salaried employee of an insurer or of a managing general agent; e+

{c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies
issued by the insurers; or

(d)} licensed third-party administrator who adjusts or assists in adjustment of losses arising under

poticies issued by the insurer.

(2) "Adjuster license” means a document issued by the commissioner that authorizes a person to
act as an adjuster.

(3} (a) "Administrator" means a person who collects charges or premiums from residents of this
state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles

claims on sueh-ecoverage these coverages.

(b} The term does not mean:

(i) an employer on behalt of its employees or on behalf of the employees of one or more
subsidiaries of affiliated corporations of the empioyer;

(ii) a union on behalf of its members;

{iii} (A} an insurer that is either authorized in this state or acting as an insurer with respect to a
policy tawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is
authorized to transact insurance; or

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

{iv) a life, disability, property, or casualty insurance proc-lucer who is licensed in this state and
whose activities are limited exclusively to the sale of insurance;

{v) a creditor on behalf of its debtors with respect to insurance covering a debt between the
creditor and its debtors;

{vi) a trust estabtlished in conformity with 29 U.S.C. 186 or the trustees, agents, and employees
of the trust;

{vii) a trust exempt from taxation under section 501(a) of the Internal Revenue Code or the trustees
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and employees of the trust;

(viii} a custodian acting pursuant to a custodian account that meets the requirements of section
401(f) of the internal Revenue Code or the agents and employees of the custodian;

{ix) a bank, credit union, or other financial institution that is subject to supervision or examination
by federal or state banking authorities;

{x} a company that issues credit cards and that advances for and collects premiums or charges
from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims;
or

{xi} a person who adjusts or settles ciaims in the normal course of his the person’s practice or
employment as an attorney and who does not collect charges or premiums in connection with life or
disability insurance or annuities.

(4) "Administrator license" means adocument issued by the commissioner that authorizes a person
to act as an administrator.

{6} "Consultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

{6) "Consultant license” means a document issued by the commissioner that authorizes a person
to act as an insurance consultant.

(7) "Controlled business"” means insurance procured or to be procured by or through a person upon
the life, person, property, or risks of kirrseH the person—his or the person’s spouse, kis employer, or kis
business.

{8} "Individual" means a private or natural person, as distinguished from a partnership, corporation,
or association.

{9) "Insurance producer”, except as provided in 33-17-103:

{a) means:

{i} a person who solicits, negatiates, effects, procures, delivers, renews, continues, or binds:

(A) policies of insurance for risks residing, located, or to be performed in this state; or

{B) membership contracts as defined in 33-30-101;

{ii) a managing general agent. For purposes of this defiritien—a chapter, the term "managing general
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tho-insurerand-terminate-those-eentrasts has the same meaning as set forth in 33-2-1501.

(b} does not mean a customer service representative. Far purposes of this definition, a "customer
service representative” means a salaried employee of an insurance producer who assists and is responsible
to the insurance producer,

{10) "License™ means a document issued by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement.

{11) "Person” means an individual, partnership, corporation, association, or other legal entity.

{12} "Public adjuster” means an adjuster employed by and representing the interests of the insured.”

Section 49. Section 33-17-211, MCA, is amended to read:

"33-17-211. General qualifications -- application for license. (1) An individual applying for a
license shall apply on a form specified by the commissioner and declare under penalty of refusal,
suspension, or revocation of the license that statements made in the application are true, correct, and
complete to the best of the individual’'s knowledge and belief. Before approving the application, the
commissioner shall verify that the individual:

{a) is 18 years of age or older;

(b} has not committed an act that is a ground for refusal, suspension, or revocaticn as set forth
in 33-17-1001;

{c) has paid the license fees stated in 33-2-708;

{d) has successfully passed the examinations for each kind ot insurance for which the individual

has applied within 12 months of application;

{e) is a resident of this state or of another state that grants similar privileges to residents of this

state. Licenses issued based upon Montana state residency terminate if the licensee relocates to another

state;
{f) is competent, trustworthy, and of good reputation;
{g) has experience or training or otherwise is qualified in the kind or kinds of insurance for which

ke the applicant applies to be licensed and is reasonably familiar with the provisions of this code which
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govern his the applicant’s operations as an insurance producer; and

(h) if applying for a license as to life or disability insurance:

i} is not a funeral director, undertaker, or martician operating in this or any other state;

(i} is not an officer, employee, or representative of a funeral director, undertaker, or mortician
operating in this or any other state; or

(iii} does not hoid an interest in or benefit from a business of a funeral director, undertaker, or
mortician operating in this or any other state.

{2) A person acting as an insurance producer shall obtain a license. A person shall apply for a
license on a form specified by the commissioner. Before approving the application, the commissioner shall
verify that:

{a) the person meets the requirements listed in subsection (1);

{b) the person has paid the licensing fees stated in 33-2-708 for each individual licensed in
conjunction with the person’s license. A licensed person shall promptly notify the commissioner of each
change relating to an individual listed in the license.

{¢c) the person has designated a licensed officer responsible for compliance by the person with the
insurance laws and rules of this state;

(d) each member and empioyee of a partnership and each officer, director, stockholder, or
employee of a corporation who is acting as an insurance producer in this state has obtained a license;

{e) (i} if the persan is a partnership or corporation, the transaction of insurance business is within
the purposes stated in the partnership agreement or the articles of incorporation; and

{ii) if the person is a corporation, the secretary of state has issued a certificate of existence or
authorization under 35-1-1312 or filed articles of incorporation under 36-2-214 35-1-220.

{3) The commissioner may license as a resident insurance producer an association of licensed
Maontana insurance producers, whether or not incorporated, formed and existing substantially for purposes
other than insurance. The license must be used solely for the purpose of enabling the association to place,
as aresident insurance producer, insurance of the properties, interests, and risks of the state of Montana
and of other public agencies, bodies, and institutions and to receive the customary commission for the
placement. The president and secretary of the association shall apply for the license in the name of the
association, and the commissioner shall issue the license to the association in its name alone. The fee for

the license is the same as that required by 33-2-708 for the license of an insurance producer. The
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commissioner may, after a hearing with notice to the association, revoke the license if ke the commissioner

finds that continuation of the license is not in the public interest or that a ground listed in 33-17-1001
exists.
{4) An insurance producer using an assumed business name shall register the name with the

commissioner before using it."”

Section 50. Section 33-17-405, MCA, is amended to read:
"33-17-405. Service of process -- commissioner as agent. A-renresidentperson-shat-fta-with-the
commissioner-the-requiredforms—appointing-the The commissioner and-his—suecessers—+offiee shall act

as the a nonresident person’s agent upon whom process in a legal proceeding against the nonresident

person may be served. andshalagree-thatsueh Service of process on the commissioner precesshas has

the same legal force and validity as personal service of process upon the nonresident person. The

commissioner shall, within 3 working days after receiving process, forward by certified mail, at 1o the

nonresident person’s address of record, a copy of the process by-eertified-rai-te-thepersertorwhom-he

Section 51. Section 33-17-503, MCA, is amended to read:

"33-17-503. Application -- fee -- expiration. (1) Before a consultant license is issued or renewed,
the prospective licensee shall:

{a) properly file in the office of the commissioner a written application on forms the commissioner
prescribes; and

(b) pay a fee of $50_which the commissioner shall deposit with the state treasurer to be credited

to the state's general fund.

(2) Each consultant license expies—erMay—-3-+nextfollowingthe-date-efissde must be renewed

each year by the consultant paving a continuation fee on or before May 31, and the license continues in

force unless suspended, revoked, or otherwise terminated."

Section 52. Section 33-17-603, MCA, is amended to read:
"33-17-603. Certificate of registration. (1) Except as provided in 33-17-604, a person may not

act as or held-himself-outto-be represent to the public that the person is an administrator in this state
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unless ke the person holds a certificate of registration as an administrator.
(2) An application for a certificate of registration must be accompanied by a fee of $100. The

commissioner shall issue the certificate unless be the commissioner finds that the applicant is not

competent, trustworthy, financially responsible, or of good personal and business reputation or that the
applicant has had a previous application for a license denied for cause within 5 years.

{3) Fhe A certificate of registration is+rerewable—annuaty-onrduly+—A-regquestforrenrewal-rust
be-accompanied-by—a—renrewafee—of$160 must be renewed each year by the administrator paying a

continuation fee of $100 on or before July 1. Upon payment, the license continues in force unless

suspended, revoked, or otherwise terminated. The commissioner shall deposit the fee with the state

treasurer to be credited to the general fund.

{4) Fhe A certificate of registration may be suspended or revoked if, after notice and hearing, the
commissioner finds that the administrator has violated any of the requirements of this part or that the
administrator is not competent, trustworthy, financially responsible, or of good personal and business
reputation.

{5} Unless the a certification requirement is waived, a person who acts as an administrator without

a certificate of registration is subject to a fine of not less than $500 or more than $1,500.”

Section 53. Section 33-17-1001, MCA, is amended to read:

"33-17-1001. Suspension, revocation, or refusal of license. (1) Except as providedin 33-17-411,
after a hearing, which must be held no less than 10 days after advance notice by certified mail, on charges
given under 33-1-314(3), the commissioner may suspend for up to b years, revoke, refuse to continue, or
deny a license issued under this chapter if the commissioner finds that the licensee or applicant has:

{a) engaged or is about to engage in an act or practice for which issuance of the license could have
been refused;

{b} obtained or attempted to obtain a license through misrepresentation or fraud;

{c) violated or failed to comply with a provision of this code or has violated a rule, subpoena, or
order of the commissioner or of the commissioner of any other state;

(d} improperly withheld, misappropriated, or converted to the licensee’s or applicant's own use
money or property belonging to policyholders, insurers, beneficiaries, or others and received in conduct of

business under the license;

- 68 -

K’\ ‘M’ontana Legisiative Counci]



54th Legislature LC0440.01

17
18
19
20
21

22
23
24
25
26
27
28
29
30

(e} been convicted of a felony;

{f} in the conduct of the affairs under the license, used fraudulent, coercive, or dishonest practices
or the licensee or applicant is incompetent, untrustworthy, financially irresponsible, or a source of injury
and loss to the public;

(g} made a materially untrue statement in the license application or in the continuing education
affidavit;

{hY misrepresented the terms of an actual or proposed insurance contract;

() been found quilty of an unfair trade practice or fraud prohibited by Title 33, chapter 18;

{j) had a similar license suspended or revoked in any other state;

{k} forged anocther’s name to an application for insurance;

{l) cheated on an examination for a license; or

{m)} knowingly accepted insurance business from a person who is not licensed.

{2) The license of a partnership or corporation may be suspended, revoked, refused, or denied if
a reason listed in subsection (1) applies to an individual designated in the license to exercise its powers or

to a partner or officer in the partnership or corporation.

{3) The commissioner may suspend, revoke, or refuse to continue a license under subsection {1){e}
without conducting an investigation pursuant to 37-1-203 or making a written finding pursuant to

37-1-204."

Section 54. Section 33-18-212, MCA, is amended to read:

"33-18-212. llegal dealing in premiums -- improper charges for insurance. (1} A person may not
willfully collect any sum as a premium or charge for insurance—~which-Rsaranee that is not then provided
or is not in due course to be provided, {subject to acceptance of the risk by the insurer}, by an insurance
policy issued by an insurer as authorized by this code.

{2) A person may not willfully collect as a premium or charge for insurance any sum in excess of
or less than the premium or charge applicable to sueh the insurance and, as specified in the paolicy, in
accordance with the applicable classifications and rates as filed with arg or approved by the commissioner;
or in cases where in which classifications, premiums, or rates are not required by this code to be se filed
and or approved, sueh the premiums and charges may not be in excess of or less than those specified in

the policy and as fixed by the insurer. This provision may not be-deemed—te prohibit the charging and
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collection, by surplus lines insurance producers licensed under chapter 2, part 3, of the amount of
applicable state and federal taxes in addition to the premium required by the insurer. # This provision may
not be-considered—te prohibit the charging and collection, by a life insurer, of amounts actually to be
expended for medical examination of an applicant for life insurance or for reinstatement of a life insurance
policy.

(3) Each violation of this section is punishable under 33-1-104."

Section 55. Section 33-18-301, MCA, is amended to read:

"33-18-301. Prohibited relations with mortuaries. (1) Ne A lifeinsurer and its officers, emplovees,

or_representatives may not own, manage, supervise, aperate, or maintain any mortuary, funeral, or

undertaking establishment o

or-be-employedin-amy-sueh-busiress in Montana.

{2} MNe A life insurer may not contract or agree with any funeral director, mortuary, or undertaker
to-the-effeet that sueh the funeral director, undertaker, or mortuary shall conduct the funeral or be named
beneficiary of any person insured by sdek the insurer. This subsection does not prohibit a life insurer from
making insurance, designated as funeral insurance, available.

{3) A funeral insurance policy and any solicitation material for the policy must clearly indicate that:

{a) the policy is a life insurance product;

{b} the applicant may designate the beneficiary, provided that there is an appropriate and insurable

interest;

{c) the beneficiary may use the proceeds for any purpose; and

(d) any attempt by the insurer or its representative to have the insured designate a specific

beneficiary, including but not limited to a funeral director, mortuary, or undertaker, constitutes a viglation

of this section punishable as a misdemeanor pursuant to subsection {4).

+3+(4) Each violation of this section constitutes a misdemeanor punishable by a fine of not more

than $1,000 or by imprisonment for not more than 6 manths or by both sceh-fire-and-irmprisonrment.”

Section 56. Section 33-22-131, MCA, is amended to read:
"33-22-131. Coverage for phenylketonuria treatment. (1) Each group or individual medical

expense disability policy, certificate of insurance, and membership contract that is delivered, issued for
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delivery, renewed, extended, or modified in this state must provide coverage for the treatment of
phenylketonuria.

(2) For purposes 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 phenylatanine 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, doliar limits, deductibles, and
copayment provisions as long as the terms are not less favorable than for physical illness generally.

{4) This section does not apply to disability_income, hospital indemnity, medicare supplement,

accident-only, vision, dental, or specified disease policies."

Section 57. Section 33-22-132, MCA, is amended to read:
"33-22-132. Coverage for mammography examinations. (1} Each group or individual medical

expense, cancer, hospital indemnity, and blanket disability policy, certificate of insurance, and membership

contract that is delivered, issued for delivery, renewed, extended, or modified in this state must provide
minimum mammography examination coverage.

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

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

(b) a mammogram every 2 years for any woman who 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} 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 iliness
generally.

{4) This section does not apply to disability income, hospital indemnity, medicare supplement,

accident-only, vision, dental, or specified disease policies."
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Section 58. Section 33-22-201, MCA, is amended to read:

"33-22-201. Format and content. A An individual policy of disability insurance 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 consideraticns for the policy must be expressed in the policy.

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

(3} 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 is the policyholder, any
two or more eligible members of that family, including husband, wife, dependent children or any children
under a specified age that may not exceed 38 25 years, and any other person dependent upon the
policyhalder.

(4) The style, arrangement, and overall appearance of the policy may not give undue prominence
to any pertion of the text, and every printed portion of the text of the policy and of any endorsements or
attached papers must be plainly printed in lightfaced type of a style in general use, the size of which must
be uniform and not less than 10 point with a lowercase, unspaced alphabet length not less than 120 point.

{(6) The "text" 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 must be set forth in the policy and, other than
those contained in 33-22-204 through 33-22-215 and 332223% 33-22-221 through 33-22-231, must be
printed, at the insurer’s option, either included with the benefit provision to which they apply or under an
appropriate caption such as "Exceptions” or "Exceptions and Reductions”, except that if an exception or
reduction specifically applies only to a particular benefit of the policy, a statement of the exception or

reduction must be included with the benefit provision to which it applies.

{8}{7) The policy may not contain a provision purporting to make any portion of the charter, rules,

constitution, or bylaws of the insurer a part of the policy unless the portion is set forth in full in the policy,
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.

-72 -

[\ (Mom’a na Legisiative Council



541h Legislature LC0440.01

HowN

a1

O © 0 N O

11

13
14
15
16
17
18
19
20
21

22
23
24
25
286
27
28
29
30

Section 59. 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}, each policy delivered or issued for delivery to any person in this state must
cantain the provisions specified in 33-22-204 through 33-22-215, inthe—werds—in—whieb—the as those
provisions appear, except that the insurer may, at its option, substitute for one or more of the provisions
corresponding provisions of different wording approved by the commissioner which-are+r-eaeh-instance
and not less favorable in any respect to the insured or the heneficiary. Each provision must be preceded
inahvidaally by the applicable caption shown or, at the option of the insurer, by the appropriate individual
or group captions or subcaptions as the commissioner may approve.

(2) If any provisionis in whole orin 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 frem the policy
any inapplicable provision or part of a provision and shall modify any inconsistent provision or part of a
provision in a manner as to make the provision as contained in the policy consistent with the coverage
provided by the policy.

{3} The provisions that are the subject of 33-22-204 through 33-22-215 and 3382223+ 33-22-221
through 33-22-232 or any corresponding provisions which are used in accordance with the cited sections
must be printed in the cansecutive order of the provisions in the sections or, at the option of the insurer,
any 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 is not in whole or in part unintelligible, uncertain,

ambiguous, abstruse, or likely to misiead a person to whom the policy is offered, delivered, or issued.”

Section 60. Section 33-22-301, MCA, is amended to read:
"33-22-301. Coverage of newborn under disability policy. (1) Each policy of disability insurance
or certificate issued thereuwndershall must contain a provision granting immediate accident and sickness

coverage, from and after the moment of birth, to each newborn infant of any insured.
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(2} The coverage for newborn infants must be the same as provided by the policy for the other
covered persons;. prowided—hewever However, that for newborn infants there shal-be-se may not be
waiting or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn
infants is not permissible unless it conforms and is consistent with the deductible or reduction in benefits
applicable to all other covered persons.

{3) Me A policy or certificate of insurance may not be issued or amended in this state if it contains
any disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or

insurability of newborn infants of an insured from and after the moment of birth.

The policy or contract may require notification of the birth of a child and payment of a required premium

or subscription fee to be furnished to the insurer or nonprofit gr indemnity corporation within 31 days of

the birth in order to have the coverage extend bevand 31 days."”

Section 61. Section 33-22-303, MCA, is amended to read:

"33-22-303. Coverage for well-child care. (1) Each medical expense policy of disability insurance

or certificate issued under the policy that is delivered, issued for delivery, renewed, extended, or modified
in this state by a disability insurer and that provides coverage for a family member of the insured or
subscriber must provide coverage for well-child care for children from the moment of birth through 2 years
ot age. Benefits provided under this coverage are exempt from any deductible provision that may be in
force in the policy or certificate issued under the policy.

(2) Coverage for well-child care under subsection (1) must include:

{a) a history, physical examination, developmental assessment, anticipatory guidance, and
laboratory tests, according to the schedule of visits adopted under the early and periodic screening,
diagnosis, and treatment services program provided for in 53-6-101; and

{b) routine immunizations according to the schedule for immunizations recommended by the
immunization practices advisory committee of the U.S. department of health and human services.

(3} Minimum benefits may be limited to one visit payable to one provider for all of the services
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provided at each visit cited in this section.

(4} This section does not apply to disability income, specified disease, medicare supplement, or
hospital indemnity policies.

(5) For purposes of this section:

{al “"well-child care” means the services described in subsection (2) and delivered by a physician
or a health care professional supervised by a physician; and

(b} "developmental assessment” and "anticipatory guidance™ mean the services described in the
Guidelines for Health Supervision ll, published by the American academy of pediatrics.

(6) When a policy of disability insurance or a certificate issued under the policy provides coverage
or benefits to a resident of this state, it is considered to be delivered in this state within the meaning of this
section, whether the insurer that issued or delivered the policy or certificate is located inside or outside of

this state.”

Section 62. Section 33-22-504, MCA, is amended to read:

"33-22-504. Newborn infant coverage. {1) Ne A group disability policy or certificate of insurance

delivered or issued for delivery in this state may not be issued or amended in this state if it cantains any

disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or

insurability of newborn infants of persons covered under the policy from and after the moment of birth.
(2) H-the A policy or certificate issued-thereunder—naddition-te-covering-persens—h—the-nsured

group—aiso—covers—rembers—ofsyeh—persen-s—famiy—i—shal subject to this section, must contain an

additienal 3 provisian granting immediate accident and sickness coverage, from and after the moment of

birth, to each newborn infant of any persan covered under the policy.

{3) The coverage for newborn infants shalt must be the same as provided by the policy for other
covered persons;. provided—hewever However, that for newborn infants there shall may not be pe waiting
or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn infants
is not permissible unless it conforms and is consistent with the deductible or reduction in benefits applicable
to all other covered persons.

{4) This section does not apply to medicare supplement policies issued by reason of age.

(6} When a group disability policy or certificate issued under the policy provides for coverage or
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benefits for a resident of this state, the policy or certificate is considered delivered in this state within the

meaning of this section regardless of whether the insurer issuing the policy or certificate is located in this

state,

{6) The policy or certificate may require notification of the birth of a child and payment of a

required premium or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation

within 31 days of the birth in order to have the coverage extend beyond 31 days."”

Section 63. Section 33-22-508B, MCA, is amended to read:
"33-22-508. Conversion on termination of eligibility. (1) A group disahility insurance policy or

certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a

provision that if the insurance or any portion of it on a person—his or the person’s dependents; or family
members covered under the palicy ceases because of termination of his the person’s employment or sf-his
membership in the class or classes eligible for coverage under the policy or as a result of ks the person’s
employer discontinuing ks business or as a result of ks the employer discontinuing the group disability
insurance policy and not providing for any other group disability insurance or plan and if the person had
been insured for a period of 3 months and ke is not insured under another major medical disability insurance
policy or plan, ke the person is entitled to have issued te—him by the insurer, without evidence of
insurability, group coverage or an individual policy issued-by—the-trsarer or, in the absence of an individua!
policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance

on kisasel the person—his and the person’s dependents; or family members if application for the individual

policy is made and the first premium tendered to the insurer within 31 days after the termination of group
caverage.

(2) The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to individual or group policyholders, with the exception of a policy the
eligibility for which is determined by affiliation other than by employment with a common entity.

{3) The premium on the individual policy or group policy must be at the insurer’s then customary

rate applicable to the coverage of the individual or group policy."

Section 64. Section 33-22-1120, MCA, is amended to read:

"33-22-1120. Extraterritorial jurisdiction. A group long-term care insurance policy or certificate
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may not be delivered or issued for delivery to a resident of Montana under a group policy issued in another
state te-a-group-deserbed-—-3d-22-110H3Hd} unless it is approved by:

(1} the commissioner; ef and

(2) the insurance regulatory official of a state that has statutory and regulatory long-term care

insurance requirements substantially similar to those adopted in Montana.”

Section 65. Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions. As used in this part, the following definitions apply:

{1} "Actuarial certification” means a written statement by a member of the American academy of
actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance
with the provisions of 33-22-1809, based upon the person’s examination, including a review of the
appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable health benefit plans.

{2) "Affiliate” or "affiliated” means any entity or person who directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with a specified entity or person,

{3} "Assessable carrier” means all individual carriers of disability insurance and all carriers of group
disability insurance, excluding the state group benefits plan provided for in Title 2, chapter 18, part 8, the
Mantana university system health plan, and any seif-funded disability insurance plan provided by a political
subdivision of the state.

{4) "Base premium rate” means, for each class of business as to a rating period, the lowest
premium rate charged or that could have been charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

{b) "Basic health benefit plan" means a lower cost health benefit plan developed pursuant to
33-22-1812.

{€) "Board” means the board of directors of the program established pursuant to 33-22-1818.

{7) "Carrier” means any person who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, a health maintenance organization, and, to the extent permitted by

the Employee Retirement Income Security Act of 1974, a multiple-employer welfare arrangement. For
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purposes of this part, companies that are affiliated companies or that are eligible to file a consolidated tax
return must be treated as one carrier, except that the following may be considered as separate carriers:

{a) aninsurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;

{b) a health maintenance organization located in this state that is an affiliate of an insurance
company or health service corporation; or

{c) a health maintenance organization that operates only one health maintenance organization in
an established geographic service area of this state.

(8) "Case characteristics" means demographic or other objective characteristics of a small employer
that are considered by the small employer carrier in the determination of premium rates for the small
employer, provided that gender, claims experience, health status, and duration of coverage are not case
characteristics for purposes of this part.

{9) "Class of business" means all or a separate grouping of small employers established pursuant
to 33-22-1808.

(10) "Committee" means the health benefit plan committee created pursuant to 33-22-1812.

(11} "Dependent” means:

{a} a spouse or an unmarried child under 19 years of age;

(b} an unmarried child, under 23 years of age, who is a full-time student and who is financially
dependent on the insured;

{c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-10C3; or

(d) any other individual defined te—be as a dependent in the health benefit plan covering the
employee.

{12) "Eligible employee" means an employee who works on a full-time basis and who has a normal
workweek of 30 hours or more. The term includes a sole proprietor, a partner of a partnership, and an
independent contractor if the sole proprietor, partner, or independent contractor is included as an employee
under a health benefit plan of a small employer. The term does not include an employee who works on a
part-time, temporary, or substitute basis.

{13) "Established geagraphic service area" means a geographic area, as approved by the

commissioner and based on the carrier’s certificate of authority to transact insurance in this state, within
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which the carrier is authorized to provide caverage.

{14) "Health benefit plan” means any hospital or medical policy or certificate providing for physical
and mental health care issued by an insurance company, a fraternal benefit society, or a health service
corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does
not include:

(a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care,
or disability income insurance;

(b} coverage issued as a supplement to liability insurance, workers’ compensation insurance, or
similar insurance; or

(c} automobile medical payment insurance.

(15) "Index rate" means, for each class of business for a rating period for small employers with
similar case characteristics, the average of the applicable base premium rate and the corresponding highest
premium rate.

(16) "Late enrollee” means an eligible employee or dependent who requests enrollment in a health
benefit plan of a small employer foliowing the initial enroliment period during which the individual was
entitled to enroll under the terms of the health benefit plan, provided that the initial enroliment period was
a period of at least 30 days. However, an eligible employee or dependent may not be considered a late
enrollee if:

{a} the individual requests enrollment within 30 days after termination of the qualifying previous

coverage and meets-cach-ofthefolowing-econditiens:

(it the individual was covered under qualifying previous coverage at the time of the initial

enrollment; or
(i) the individual lost coverage under gualifying previous coverage as a result of termination of
employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a

spouse, or divorce; ang

{b) the individual is employed by an employer that offers muitiple health henefit plans and the

individual elects a different plan during an open enrollment period; or

{c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under
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a covered employee’s health benefit plan and a request for enroliment is made within 30 days after issuance
of the court order.

(17) "New business premium rate" means, for each class of business for a rating peried, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
to small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.

{18) "Plan of operation” means the operation of the program established pursuant to 33-22-1818.

{19) "Premium" means all money paid by a small employer and eligible empioyees as a condition
of receiving coverage from a small empioyer carrier, incliding any fees or other contributions associated
with the health benefit plan.

{20) "Program” means the Montana small employer health reinsurance program created by
33-22-1818.

{21) "Qualifying previous coverage” means benefits or coverage provided under:

la) medicare or medicaid;

{b) anemployer-based health insurance or health benefit arrangement that provides benefits similar
to or exceeding benefits provided under the basic health benefit plan; or

(c} an individual health insurance policy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance organization that provides
benefits similar to or exceeding the benefits provided under the basic health benefit plan, provided that the
policy has been in effect for a period of at leaét 1 year.

(22} "Rating period" means the calendar period for which premium rates established by a small
employer carrier are assumed to be in effect.

(23] "Reinsuring carrier" means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1818.

(24) "Restricted network provision” means a provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, ar Title 33, chapter 31,
to provide health care services to covered individuals.

{25) "Small employer™ means a person, firm, corporation, partnership, or association that is actively

engaged in business and that, on at least 50% of its working days during the preceding calendar quarter,
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employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within
this state or were residents of this state. In determining the number of eligible employees, companies are
considered one empilovyer if they:

(a) are affiliated companies;

(b) are eligible to file a combined tax return for purposes of state taxation; or

(c) are members of an association that:

(i} has been in existence for 1 year prior to January 1, 1994;

{ii} provides a health benefit plan to employees of its members as a group; and

{iii) does not deny coverage to any member of its association or any employee of its members who
applies for coverage as part of a group.

{26) "Small employer carrier™ means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

(27) "Standard health benefit plan® means & health benefit plan developed pursuant to

33-22-1812."

Section 66. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1)
Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair,
reasonable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or losses an an equitable and proportionate basis in accordance with the provisions of this
sectian. The plan of operation is effective upon written approval by the commissioner.

{2) If the board fails to submit a suitable plan of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The
commissioner shall amend or rescind any temporary ptan adopted under this subsection at the time a plan
of operation is submitted by the board and approved by the commissioner.

{3} The plan of operation must:

{a} establish procedures for the handling and accounting of program assets and money and for an
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annual fiscal reporting to the commissioner;

{b} establish procedures for selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

{c) establish procedures for reinsuring risks in accordance with the provisions of this section;

{d) establish procedures for collecting assessments fram assessable carriers to fund claims incurred
by the program;

{e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to be incurred by the program,; and

{f) provide for any additional matters necessary for the implementation and administration of the
program.

{4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue health benefit plans directly to either groups or individuals. In addition, the program may:

{a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approval of the commissioner, to enter inte contracts with similar
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

{b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums
and penalties for, on behaif of, or against the program or any reinsuring carriers;

{c} take any legal action necessary to avoid the payment of impraper ¢laims against the program;

(d} define the health benefit plans faor which reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements of this part;

{e} establish conditions and procedures for reinsuring risks under the program;

{f)} establish actuarial functions as appropriate for the operation of the program;

{(g) appoint appropriate tegal, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any other function within the
authority of the program;

{h) to the extent permitted by federai law and in accordance with subsection (8){c), make annual
fiscal yearend assessments against assessable carriers and make interim assessments to fund claims

incurred by the program; and

- 82 -

f\ ‘Montana Lepisiative Councl



b4th Legislature LC0440.01

o2 B ) I~ S O B ]

11
12
13
14
15
16
17
18
19
20
21

29
23
24
25
26
27
28
29
30

{i) borrow money to effect the purposes of the program. Any notes or other evidence of
indebtedness of the pragram not in default are legal investments for carriers and may be carried as admitted
assets.

{5) A reinsuring carrier may reinsure with the program as provided for in this subsection {5):

(@) With respect to a basic health benefit plan or a standard health benefit plan, the program shall
reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to
the level of coverage provided in a hasic or standard health benefit plan.

{b) A small employer carrier may reinsure an entire employer group within 60 days of the
commencement of the group’s coverage under a health benefit plan.

{c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days
following the commencement of coverage with the small empioyer. A newly eligible employee or dependent
of the reinsured small employer may be reinsured within 60 days of the commencement of coverage.

{d) (i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured
employee or dependent until the carrier has incurred an initial level of ciaims for the employee or dependent
of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
responsible for 20% of the next $100,000 of benefit payments during & calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s liability under this subsection (d){i) may not exceed a
maximum limit of $25,000 in any calendar year with respect to any reinsured individual.

{iit The board annually shall adjust the initial level of claims and maximum limit to be retained by
the carrier to reflect increases in costs and utilization within the standard market for health benefit plans
within the state. The adjustment may not be less than the annual change in the medical component of the
consumer price index for all urban consumers of the United States department of labor, bureau of labor
statistics, unless the board proposes and the commissioner approves a lower adjustment factor.

(e) A small employer carrier may terminate reinsurance with the program for one or more of the
reinsured employees or dependents of a small employer on any anniversary of the health benefit plan.

(f} A small emplayer group health benefit plan in effect before January 1, 1994, may not be
reinsured by the program until January 1, 1997, and then only if the board determines that sufficient
funding sources are available.

{g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including

utilization review, individual case management, preferred provider provisions, and other managed care
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provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

{6) (a) As part of the plan of operation, the board shall establish a methedology for determining
premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this
section. The methodology must include a system for classification of small employers that reflects the types
ot case characteristics commonly used by smail emplayer carriers in the state. The methodology must
provide for the development of base reinsurance premium rates that must be multiplied by the factors set
forth in subsection {6){b) to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at
levels that reasonably approximate gross premiums charged to smali employers by small employer carriers
far health benefit plans with henefits similar to the standard health benefit pian, adjusted to reflect retention
levels required under this part.

{b) Premiums far the program are as follows:

(i} An entire small employer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

(iiy An eligible employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection {6).

(c) The board periodically shall review the methodology established under subsection (6)(al,
including the system of classification and any rating factors, to ensure that it reasonably reflects the claims
experience of the program. The board may propose changes to the methodology that are subject to the
approval of the commissioner.

{d) The board may consider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

{7} If a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-1809.

{8} (a) Prior to March 1 of each year, the board shall determine and report to the commissioner the
program net loss for the previous calendar year, including administrative expenses and incurred losses for
the year, taking into account investment income and other appropriate gains and losses.

{b) To the extent permitted by federal law, each assessable carrier shall share in any net loss of

the program for the year in an amount equal to the ratio of the total premiums earned in the previous

-84 -

f\ {Mantana Ltegistative council



54th Legislature LC0440.01

[ IR S 4V |

o ©O© W0 ~N o

11

13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

calendar year from health benefit plans delivered or issued for delivery by each assessable carrier divided
by the total premiums earned in the previous calendar year from health benefit pfans delivered or issued
for delivery by ali assessable carriers in the state.

(c) The board shall make an annual determination in accordance with this section of each
assessable carrier’s liability for its share of the net loss of the program and, except as otherwise provided
by this section, make an annual fiscal yearend assessment against each assessable carrier to the extent of
that liability. If approved by the commissioner, the board may also make interim assessments against
assessable carriers to fund claims incurred by the program. Any interim assessment must be credited
against the amount of any fiscal yearend assessment due or to be due from an assessable carrier, Payment
of a fiscal yearend or interim assessment is due within 30 days of receipt by the assessable carrier of
written notice of the assessment. An assessable carrier that ceases doing business within the state is liable
for assessments until the end of the calendar year in which the assessable carrier ceased doing business,
The board may determine not to assess an assessable carrier if the assessable carrier’s liability determined
in accordance with this section does not exceed $10.

{9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or
pracedures; or any other joint collective action required by this part may not be the basis of any legal
action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jcintly
or separately.

(10) The board, as part of the plan of operation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In
establishing the standards, the board shall take into censideration the need to ensure the broad availability
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
to provide ongoing service to small employers, the levels of compensation currently used in the industry,
and the overall costs of coverage to small employers selecting these plans.

{11) The program is exempt from taxation.

{12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legislature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the leve! of insurance retention under the program,

the cost of coverage of small employers, and any recommendations for change to the plan of operation.
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{13) All premiums and other money paid to the small employer carrier reinsurance program and _all

property and securities_acquired through the use of money and interest and dividends earned on money

balonging to the small employer carrier_reinsurance program are solely the property of the program and

must be used exclusively for the operations and obligations of the program. Money collected by the

program is not subject to legislative appropriation.”

Section 67. Section 33-30-102, MCA, is amanded to read:

"33-30-102. Application of this chapter -- constructian of nther related laws. {1} All health service
corporations heretotore-or-hercatier arganized are subject to the provisions of this chapter. In addition to
the provisions contained in this chapter, other chapters and provisions of this title apply to health service

corporations as follows: 3334242 33-17-101; threugh-33-17-244 Title 33, chapter 17, paris 2 and 10

through 12: and Title 33, chapters 1, 15, 18, 18, and 22, except 33-22-111_and |sections 78 through 81].

{2) A law of this state other than the provisions of this chapter applicable to health service
corporations shall must be construed in accordance with the fundamental nature of a health service
corporation, and in the event of a conflict betweerthattew-and the provisions of this chapter—thedatter

shall prevail.”

Section 68. Section 33-30-107, MCA, is amended to read:
"33-30-107. Annual statement. (1) On or before March 1 of each year, Bvery each health service

corporation shall file an annual statement for the preceding vear on aterr-contatring-substantialy-the same
rformation-as—that-eontained-in form No. 13 N.A.I.C. with the commissioner of insurance. This annual

statement must be completed in accordance with the national association of insurance commissioners’

annual statement instructions.

(2] The health service corparation shall file a statement containing any other information concerning

its financial affairs that may be reasonably requested by the commissioner.

{3) (a) Each health service corporation_shall file electronic diskette versions of its annual and

quarterly financial statements with the national association of insurance commissioners. The filing date for

submission of the annual statement diskette is March 1. The filing dates for the other three quarterly

statements are as follows:

{i) the first guarter statement is due May 15;
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{ii} the second quarter statement is due August 15: and

(iii} the third guarter statement is due November 15.

{b) The commissioner may exempt health service corporations operating only in Montana from

these filing requirements.”

Section 69. Section 33-30-108, MCA, is amended to read:

"33-30-108. License required. (1) Ne A person may not act as a health service corporation and
Ae a health service corporation may not conduct business in this state except as authorized by a license
issued by the commissioner.

{2} Sueh A license may be issued by the commissioner only after the person has complied with the
applicable provisions of this title.

(3} A health service corporation is entitled to a continuation of its license upon payment of the

annuat continuation fee specified in 33-30-20443148 on or before March 1 of each year and upon continued

compliance with the provisions of this title.
{4) A license issued or continued under this section may be revoked or suspended by the

commissioner for violation of this title.”

Section 70. Section 33-30-202, MCA, is amended to read:

"33-30-202. Annual report by certified public accountant. (1} All corporations subject to the

provisions of this chapter shall make—end file annually with the commissioner, on or before Mareh June 1

of-eachyear, a reportardoroath-settirg-forth: financial statement audited by a certified public accountant

pursuant to rules promulgated by the commissioner.
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{8—a-balance sheet-and-statement-ot-insome—and-expendituresfer-the-mostrecentfiscal-yearot

the-corporation—prepared-ahd-verfiedby-tweooiticers-otthe-cerporationar J-eertified-by-a-certitied-pubhie

aceouRtant:

{H—a-statement-af-any -otherfacis-erinfermation-concerning-the—financialatfairs-of the-health

servicecorporaton-which-may-ba-reasenabiy-reqaired by-the-commissiones

{2) {(a) The commissioner may establish rules governing the content and preparation of the report

required by subsection (1).

(b} The report must include:

(i} the corporation’s financial statements for the most recent calendar year;

{ii) an opinion by the certified public accountant concerning the accuracy and fairness of the

corporation’s representation of its financial statements; and

AA\ (Montana Legisfative Council

{ii) other information that the commissioner specifies by rule.”

Section 71. Section 33-30-204, MCA, is amended to read:

"33-30-204. Fees. (1) Every health zervice corporation subject to the provisions of this chapter

shall pay the following fees to the commissioner for enforcement of the provisions of this chapter:

ta-+Asurance-progacer s-license:
H—apphestionfororginat-ieense-and-issuence-ef-license —3$1+6

t8i{a) filing any ether statement or report ..... $1

te{b) for a certified copy of any document or other paper filed in the office of the commissicner,

per page ..... $.50

tdic) for the a certificate ardteratfbdng-the with affixed seal thereto ..... $10
teHd) filing of a membership contract ..... $25

H{e) filing of a membership contract package ..... $100

t{f) filing annual report. other than as part of application for original license ..... $25
g} issuance of health service corporation license ..... $300
{##{h} annual continuation of health service corporation license ..... $300

(2) The commissioner shall promptly deposit with the state treasurer, to the credit of the general
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fund, all fees and license fees received by—hin under this section.”

2
3 Section 72. Section 33-30-311, MCA, is amended to read:
4 "33-30-311. Insurance producer, {44 A person who, for compensation, solicits membership in a
5 prepayment health service plan offered by a corporation subject to the provisions of this chapter is an
5] insurance producer of that corporation and is subject to the provisions of 33-2-708 and Title 33, chapter
7 17
8
9
10
11
12
13
14
15
16 Section 73. Section 33-30-1001, MCA, is amended to read:
17 "33-30-1001. Newborninfants covered by insurance by health service corporation. Ne A disability
18 insurance plan or group disability insurance plan issued by a health service corporation may not be issued
19 or amended in this state if it contains any disclaimer, waiver, or other limitation of coverage relative to the
20 accident and sickness coverage or insurability of newborn infants of the persons insured from and after the

21 moment of birth. Each sueh policy skall must contain a provision granting immediate accident and sickness
22 coverage, from and after the moment of birth, to each newborn infant of any insured person. H-payment
23
24
25

26

27 require notification of the birth of a child and payment of a reguired premium _or subscription fee to be

28 furnished to the insurer or nonprofit or indemnity corporation within 31 days of the birth in order to have

29 the coverage extend beyond 31 days."
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12
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Section 74. Section 33-31-311, MCA, is amended to read:
"33-31-311. insurance producer license required -- application, issuance, renewal, fees -- penalty.

(1) Ne An individual, partnership, or corporation may not act as or held-Rimseli-out represent to the public

to be an insurance producer of a health maintenance organization unless ke the individyal, partnership, or

corporation is:

{a} licensed as a disability insurance producer by the commissioner pursuant to chapter 17, parts
1, 2, and 4 of this title or licensed as an insurance producer under 33-30-311 shrewgh-33-36-313; and

{b) appointed or authorized by the health maintenance organization to solicit health care service
agreements on its behalf.

{2) Application, appointment and qualification for a health maintenance organization insurance
producer license, fees applicable to and the issuance of a health maintenance organization insurance
praducer license, and renewal ot a health maintenance organization insurance producer license must be in
accordance with the provisions of chapter 17 that apply to a disability insurance preducer.

{3) Anindividual, partnership, or corporation who holds a disability insurance producer license on
October 1, 1987, need not requalify by an examination to be licensed as a health maintenance organization
insurance producer.

{4) The commissioner may, in accordance with 33-1-313, 33-1-317, 33-17-411, and chapter 17,
part 10, suspend, revoke, refuse to issue or renew a health maintenance organization insurance producer
license, or impose a fine upon the licensee.

(b) The provisions of this section do not exempt a_health maintenance organization from material

transaction disclosure requirements under [sections 78 through 81]. A health maintenance organization

must be considered an insurer for the purposes of [sections 78 through 81]."

NEW SECTION. Section 75. Notice af right to return policy. Each life or disability insurance policy,
except a single-premium nonrenewable disability policy, issued for delivery in this state or issued after
January 1, 1996, must caontain a notice stating in substance that if the person to whom the policy is issued
is not satisfied for any reason, the person may return the policy within 10 days of its delivery ar a longer
period if provided by the policy and have refunded directly to the person the premium paid. A policy

returned pursuant to this section is vaid from the beginning.
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1 NEW SECTION. Section 76. Reserve calculation -- indeterminate premium plans -- minimum
2 standards for disability plans. (1)} In the case of a plan of life insurance that provides for future premium
3 determination, the amounts of which are to be determined by the insurer based on then estimates of future
4 experience, or in the case of a plan of life insurance or annuity that is of such a nature that the minimum
5 reserves cannot be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that
6 are held under the plan must:

7 {a) be appropriate in relation to the benefits and the pattern of premiums for that plan; and

8 (bl be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529,

9 as determined by rules promulgated by the commissioner.
10 (2} The commissioner shall promulgate a rule containing the minimum standards applicable to the
11 valuation of disability plans.
12

13 NEW SECTION. Section 77. Dating of insurance applications -- antedating prohibited. An

14 application for issuance of an insurance policy may not be antedated by any person in order to obtain or
15 provide coverage for losses or injuries incurred prior to the date of application.

16

17 NEW SECTION. Section 78. Short title. [Sections 78 through 81] may be cited as the "Disclosure
18 ot Material Transactions Act".

19

20 NEW SECTION. Section 79. Report. (1} Aninsurer domiciled in this state shall file a report with
21 the commissioner disclosing material acquisitions and dispositions of assets or material nonrenewals,
22 canceliations, or revisions of ceded reinsurance agreements unless the acquisitions and dispositions of
23 assets or material nonrenewals, cancellations, or revisions have been submitted to the commissioner far
24 review or approval or for information purposes pursuant to other provisions of the insurance code, laws,
25 or regulations or other requirements. 7

26 (2) The report required in subsection (1) is due within 15 days after the end of the calendar month

27 in which any of the transactions in subsection (1) occur.

28 (3) One complete copy of the report, including any exhibits or other attachments, must be filed
29 with:
30 (a) the insurance department of the state in which the insurer is demiciled; and
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

{b) the national association of insurance commissioners,

(4) All reports ebtained by or disclosed to the commissioner pursuant to [sections 78 through 81|
must be treated confidentially, may not be subject to subpcena, and may not be made public by the
commissioner, the nationa! association of insurance comimissioners, or any other person, except to
insurance departments of other states, without the prior consent of the insurer to which it pertains unless
the commissioner, after giving the nsurer notice and an opportunity to be heard, determines that the
interast of policyholders, shareholders, or the public will be served by publication, in which event the

commissioner may publish all or any part of the report in the manner the commissioner chgoses.

MEW SECTION. Section 80. Acquisitions and dispositions of assets. {1) Acquisitions or

dispositions of assets that are not material are not required to be reported pursuant to [section 79] if —-e
acquisitions or dispositions are not material. For nurposes of [sections 78 through 81], a maternal
acquisition or the aggregate of any series of related acquisitions during any 30-day period or a disposition
or the aggregate of any series of related dispositions during any 30-day period is one that is nonrecurring
and not in the ordinary course of business and involves more than 5% of the reporting insurer’s total
admitted assets as reported in its most recent statutory statement filed with the insurance department of
the insurer's state of domicile.

(2) Asset acquisitions subject to [sections 78 through 81] include every purchase, lease, exchange,
merger, consolidation, succession, or other acquisition, other than the construction or development of real
property, by or for the reporting insurer or the acquisition of materiais tor this purpose.

{3) Asset dispositions subject to [sections 78 through B1] include each sale, lease, exchange,
merger, consolidation, mortgage, hypothecation, assignment, whether for the benefit of creditors or
otherwise, abandonment, destruction, or other disposition.

{4) The following information is required to be disclosed in any report of a materiai acquisition or
disposition of assets:

(a) the date of the transaction;

(b) the manner of acquisition or disposition;

(c} the description of the assets involved;

(d) the nature and amount of the consideration given or received;

(e) the purpose ar reasaon for the transaction;
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(f) the manner by which the amount of consideration was determined;

{g} the gain or loss recognized or realized as a result of the transaction; and

{(h) the names of the persons from whom the assets were acquired or to whom they were disposed.

{5} Aninsureris required to repart material acquisitions and dispositions on a nonconsolidated basis
unless the insurer is part of a consofidated group of insurers that uses a pooling arrangement or 100%
reinsurance agreement that affects the solvency and integrity of the insurer’s reserves and the insurer
ceded substantially ail of its direct and assumed business to the poal. An insurer cedes substantially all
ot its direct and assumed business to a pool if the insurer has iess than $1 million total direct plus assumed
written premiums during a calendar year that are not subject to a pooling arrangement and the net income
of the business not subject to the pooling arrangement represents less than 5% of the insurer’s capital and

surplus.

NEW SECTION. Section 81, Nonrenewals, cancellations, or revisions of ceded reinsurance

agreements. (1) A nonrenewal, cancellation, or revision of a ceded reinsurance agreement need not
be reported pursuant to [section 79] if the nonrenewal, cancetlation, or revision is not material. For
purposes of [sections 78 through 81], a material nonrenewal, cancellation, or revision is one that
affects:

{(a) property and casualty business, including disability business written by a property and
casualty insurer, so that:

(i} more than 50% of the insurer’s total ceded written premium is affected; or

(i) more than 50% of the insurer’s total ceded indemnity and loss adjustment reserves are
affected;

(b) life, annuity, and disability business, so that more than 50% of the total reserve credit taken
for business ceded, on an annualized basis, as indicated in the insurer’s most recent annual statement
is affected;

(¢) either property and casuaity or life, annuity, and disability business and causes either of the
following events that constitutes a material revision that must be reported:

{i) an authorized reinsurer representing more than 10% of a total cession is replaced by one
or more unauthorized reinsurers; or

{iiy previously established collateral requirements have been reduced or waived as respects one
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1 or more unauthorized reinsurers representing collectively more than 10% of a total cession.
2 (2) However, a filing is not required if:
3 (a) with respect to property and casualty business, including disability business written by a
4 property and casualty insurer, the insurer’s total ceded written premium represents, on an annualized
5 basis, less than 10% of its total written premium for direct and assumed business,; or
6 {b) with respect to life, annuity, and disability business, the total reserve credit taken for
7 business ceded represents, on an annualized basis, less than 10% of the statutory reserve requirement
8 priof to any cession.
9 {3} The following information is required to be disciosed in any report of a material nonrenewal,
10 cancellation, or revision of ceded reinsurance agreements:
11 {a} the effective date of the nonrenewal, cancellation, or revision;
12 {b) the description of the transaction with an identification of the initiator of the transaction;
13 {c) the purpose or reason for the transaction; and
14 (d} if applicable, the identity of the replacement reinsurers.
15 (4) Insurers are required to report all material nonrenewals, canceliations, or revisions of ceded

16 reinsurance agreements on a nonconsolidated basis unless the insurer is part of a consolidated group
17 of insurers that uses a pooling arrangement or 100% reinsurance agreement that affects the solvency
18 and integrity of the insurer’s reserves and the insurer ceded substantially all of its direct and assumed
19 business to the pool. Aninsurer is considered to have ceded substantially all of its direct and assumed
20 business to a pool if the insurer has less than $1 million total direct plus assumed written premiums
21 during a calendar year that are not subject to a pooling arrangement and the net income of the business
22 not subject to the pooling arrangement represents less than 5% of the insurer’s capital and surplus.

23

24 NEW SECTION. Section 82. Short title. [Sections 82 through 94] constitute and may be

25 referred to as "The Risk-Based Capital For Insurers Act”.
28

27 NEW SECTION. Section 83. Definitions. As used in [sections 82 through 941}, the following

28 definitions apply:
29 {1) "Adjusted RBC report” means an RBC report that has been adjusted by the commissioner

30 in accordance with {section 84(5}],
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1 (2) "Corrective order” means an order issued by the commissioner specifying corrective actions
2 that the commissioner has determined are required.
3 (3) "Domestic insurer" means any insurance company domiciled in this state.
4 {4} "Foreign insurer” means any insurance company licensed to do business in this state under
5 33-2-116 but not domiciled in this state,
6 {5) "Life or disability insurer” means:
7 (a) any insurance company licensed under 33-2-116 and engaged in the business of entering
8 into contracts of disability insurance as described in 33-1-207 or life insurance as described in
9 33-1-208; or
10 {b) a licensed property and casualty insurer writing only disability insurance.
11 {6) "NAIC" means the national association of insurance commissioners.
12 {7) "Negative trend” means, with respect 1o a life or heafth insurer, a negative trend over a
13 period of time, as determined in accordance with the trend test calculation included in the RBC
14 instructions.
15 (8) la) "Property and casualty insurer” means any insurance company licensed under 33-2-116
16 and engaged in the business of entering into contracts of property insurance as described in 33-1-210
17 or casualty insurance as described in 33-1-2086.
18 {b} The term does not include monaline mortgage guaranty insurers, financial guaranty insurers,
19 and title insurers.
20 {9) "RBC instructions” means the RBC report including risk-based capital instructions adopted
21 by the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance
22 with the procedures adopted by the NAIC.
23 {10) "RBC level” means an insurer's authorized control level RBC, company action level RBC,
24 mandatory control level RBC, or regulatory action level RBC, where:
25 {a) "authorized control level RBC" means the number determined under the risk-based capital
26  formulain accordance with the RBC instructions;
27 {b) "company action level RBC" means, with respect to any insurer, the product of 2 and its
28 authorized contro! level RBC;
29 (¢} "mandatory control level RBC" means the product of 0.70 and the authorized control level
30 RBC; and
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{d) "reguiatory action level RBC" means the product of 1.5 and its authorized control ievel RBC.

(11) "RBC plan" means a comprehensive financial plan containing the elements specified in
[section 856{2])]. If the commissioner rejects the RBC plan and it is revised by the insurer, with or
without the commissioner’s recommendation, the plan must be called a revised RBC plan.

(12) "RBC report" means the repart required in |section 84].

{13) "Total adjusted capitat” means the sum of:

{a) an insurer’s statutory capital and surplus; and

(b) other items, if any, as the RBC instructions may provide.

NEW SECTION. Section 84. RBC reports. (1) Each domestic insurer shall, on or before each

March 1 filing date, prepare and submit to the commissioner a report ot its RBC levels as of the end
of the previous calendar year in a form and containing information as required by the RBC instructions.
In addition, each domestic insurer shall file its RBC report:

{a) with the NAIC in accordance with the RBC instructions; and

{b) with the insurance commissioner in any state in which the insurer is autharized to do
business if that insurance commissioner has notified the insurer of the request in writing, in which case
the insurer shall file its RBC report not later than the later of:

{(iy 1b days from the receipt of notice to file its RBC report with that state; or

(i) the March 1 filing date.

(2) A life and disability insurer’s RBC must be determined in accardance with the formula set
farth in the RBC instructions. The formula must take into account and may adjust for the covariance
between:

{a) the risk with respect to the insurer’'s assets;

(b} the risk of adverse insurance experience with respect to the insurer’s liabilities and
obligations;

{c) the interest rate risk with respect to the insurer’s business; and

{d) all other business risks and other relevant risks as are set forth in the RBC instructions and
determined in each case by applying the factors in the manner set forth in the RBC instructions.

{3) A property and casualty insurer’s RBC must be determined in accordance with the formuta

set forth in the RBC instructions. The formula shall take into account and may adjust for the covariance
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1 between:

2 (a) asset risk;

3 {b) credit risk;

4 (¢} underwriting risk; and

5 {d) all other business risks and other relevant risks that are set forth in the RBC instructions

6 and determined in each case by applying the factors in the manner set forth in the RBC instructions.
7 (4) An excess of capital over the amount produced by the risk-based capital requirements
8 contained in [sections 82 through 94] and the formulas, schedules, and instructions referenced in
9 [sections B7 through 94] is desirable in the business of insurance. Accordingly, insurers should seek
10 to maintain capital above the RBC levels required by {sections 82 through 394]. Additional capital is
11 used and useful in the insurance business and helps to secure an insurer against various risks inherent
12 in or affecting the business of insurance and not accounted for or only partially measured by the

13 risk-based capital requirements contained in [sections 82 through 94].

14 {5) It & domestic insurer files an RBC report that in the judgment of the commissioner is
15 inaccurate, the commissioner shall adjust the RBC report to correct the inaccuracy and shall notify the
16 insurer of the adjustrment. The notice must contain a statement of the reason for the adjustment. An

17 RBC report so adjusted is referred to as an adjusted RBC report.

18

19 NEW SECTION. Section 85. Company action level event. (1) "Company action level event”
20 means any of the following events:

21 {a) the filing'of an RBC report by an insurer which indicates that:

22 {iy the insurer’'s total adjusted capital is greater than or equal to its regulatory action level RBC
23 but less than its company action level REBC; or

24 {ii} for a life or disability insurer, the insurer has total adjusted capital that is greater than or
25 equal to its company action level RBC but less than the product of its authorized control level RBC and
26 2.5 and that has a negative trend;

27 (b} the notification by the commissioner to the insurer of an adjusted RBC report that indicates
28 an event in subsection {1}(a) if the insurer does not challenge the adjusted RBC report under [section
28  B9] or if the commissioner has rejected the insurer’s challenge.

30 (2) in the event of a company action level event, the insurer shall prepare and submit to the
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1 commissioner an RBC plan that must:

2 {a) identify the conditions that contribute to the company action level event;
3 (b) contain proposals of corrective actions that the insurer intends to take and that would be
4 expected to result in the elimination of the company action level event;
5 {c) provide projections of the insurer’s financial results in the current year and at least the next
6 4 years, both in the absence of proposed corrective actions and giving effect to the proposed corrective
7 actions, including projections of statutory operating income, net income, capital, and surplus. The
8 projections for both new and renewal business may include separate projections for each major line of
9 business and separately identify each significant income, expense, and benefit component.

10 (d) identify the key assumptions impacting the insurer’s projections and the sensitivity of the

11 projections to the assumptions; and
12 (e) identify the quality of and problems associated with the insurer’s business, including but
13 not limited to its assets, anticipated business growth and associated surplus strain, extraordinary

14 exposure to risk, mix of business, and use of reinsurance, if any, in each case.

15 (3) The RBC plan must be submitted:
18 (a} within 45 days of the company action level event; or
17 (b) if the insurer challenges an adjusted RBC repart pursuant to [section 89], within 45 days

18 after natification to the insurer that the commissioner has, after a hearing, rejected the insurer’s
19 challenge.

20 (4) Within 60 days after the submission by an insurer of an RBC plan to the commissioner, the
21 commissioner shall notify the insurer as to whether the RBC plan may be implemented or is
22 unsatisfactory in the judgment of the commissioner. If the commissioner determines that the RBC plan
23 is unsatisfactory, the notification to the insurer must set forth the reasons for the determination and
24  may set forth proposed revisions that will render the RBC plan satisfactory in the judgment of the
25 commissioner. Upon notification from the commissioner, the insurer shall prepare a revised RBC plan,
26 which may incorporate by reference any revisions proposed by the commissioner, and shall submit the
27 revised RBC plan to the commissioner:

28 {a) within 45 days after the notification from the commissioner; or

29 (b) if the insurer challenges the notification from the commissioner under [section 89], within

30 45 days after a notification to the insurer that the commissioner has, after a hearing, rejected the
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1 insurer's challenge.
2 {5} In the event of a notification by the commissioner to an insurer that the insurer’s RBC plan
3 or revised RBC plan is unsatisfactory, the commissioner may at the commissioner’s discretion, subject
4 to the insurer’s right to a hearing under [section B9], specify in the notification that the notification
5 constitutes & regulatory action level event.
6 (68) Each domestic insurer that files an RBC plan or revised RBC plan with the commissioner
7 shall file a copy of the RBC plan or revised RBC plan with the insurance commissioner in any state in
8 which the insurer is authorized to do business if:
9 (a) the state has an RBC provision substantially similar to [section 90(1)]; and
10 (b) the insurance commissioner of that state has notified the insurer in writing of its request
11 for the filing, in which case the insurer shall file a copy of the RBC plan or revised RBC plan in that state
12 by the later of:
13 (iy 15 days after the receipt of notice to file a copy of its RBC plan or revised RBC plan with
14 that state; or
15 {ii) the date on which the RBC plan or revised RBC plan is filed under [section 85(3) and (4}].
16
17 NEW SECTION. Section 86. Regulatory action level event. (1) "Regulatory action level event”

18 means, with respect to any insurer, any of the following events:

19 {a) the filing of an RBC report by the insurer that indicates that the insurer’s total adjusted
20 capital is greater than or equal to its authorized control level RBC but less than its regulatory action fevel
21 RBC;

22 {b} the notification by the commissioner to an insurer of an adjusted RBC report that indicates
23 the event in subsection {1}{a) if the insurer does not challenge the adjusted RBC report under [section
24 891 or the commissioner rejects the insurer’'s challenge;

25 {c} the failure of the insurer to file an RBC report by the filing date, unless the insurer has
26 provided an explanation for the failure that is satisfactory to the commissioner and has cured the failure
27 within 10 days after the filing date.

28 {d) the failure of the insurer to submit an RBC plan to the commissioner within the time period
29 set forth in [section 85{3}];

30 {e) notification by the commissioner to the insurer that:
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1 {iy the RBC plan or revised RBC plan submitted by the insurer is unsatisfactory in the judgment

2 of the commissioner; and

3 (i) the notification constitutes a regulatory action level event with respect to the insurer if the

4  insurer has not challenged the determination under [section 893];

5 {(f} if, pursuant to {section 89], the insurer challenges a determination by the commissioner, the

6 notification by the cammissioner to the insurer that the commissioner has, after a hearing, rejected the
challenge;

8 (g} notification by the commissioner to the insurer that the insurer has faited to adhere to its

9 RBC plan or revised RBC plan, but only if the failure has a substantial adverse eftect on the ability of
10 the insurer to eliminate the company action level event in accordance with its RBC plan or revised RBC
1 plan and the commissioner has so stated in the notification and if the insurer has not challenged the

12 determination under [section 89] or the commissioner has not rejected the insurer’s challenge.

13 {2) In the event of a regulatory action level event, the commissioner shail:

14 {a) require the insurer to prepare and submit an RBC plan or, if applicable, a revised RBC plan;
15 (b} perform an examination or analysis as the commissioner considers necessary of the assets,
16 liabilities, and operations of the insurer including a review of its RBC plan or revised RBC plan; and
17 (c] subsequent to the examination or analysis, issue a corrective order specifying corrective

18 actions that the commissioner determines are required.

19 {3} In determining corrective actions, the commissioner may take into account factors
20 considered retevant with respect to the insurer based upon the commissioner’s examination or analysis
21 of the assets, liabilities, and operations of the insurer, including but not limited to the results of any
22 sensitivity tests undertaken pursuant to the RBC instructions. The RBC plan or revised RBC plan must
23  be submitted:

24 (a) within 4b days after the occurrence of the regulatory action level event;

25 (b) if the insurer challenges an adjusted RBC report pursuant to [section 89] and the chalienge
26 Is not frivolous in the judgment of the commissioner, within 45 days after the notification to the insurer
27 that the commissioner has, after a hearing, rejected the insurer’s challenge; or

28 {c) if the insurer challenges a revised RBC plan pursuant to [section 89} and the challenge is
29 not frivolous in the judgment of the commissioner, within 45 days after the notification to the insurer

30 that the commissicner has, after a hearing, rejected the insurer’s chailenge.
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i {4) The commissioner may retain actuaries and investment experts and other consultants that
2 may be necessary in the judgment of the commissioner to review the insurer’s RBC plan or revised RBC
3 plan, to examine or analyze the assets, liabilities, and operations of the insurer, and to formulate the
4 corrective order with respect to the insurer. The fees, costs, and expenses relating to consultants must
5 be borne by the aftfected insurer or such other party as directed by the commissioner.

6

7 NEW SECTION. Section 87, Authorized control level event. (1) "Authorized control level

8 event" means any of the following events:

9 {a) the filing of an RBC report by the insurer that indicates that the insurer’s total adjusted
10  capital is greater than or equal to its mandatory control level RBC but less than its authorized contral
11 level RBC;

12 {b} the notification by the commissioner to the insurer of an adjusted RBC report that indicates
13 the event in subsection (1){a} if the insurer does not challenge the adjusted RBC report under [section
14 89] or the commissioner rejects the insurer’s challenge;

15 (c) the failure of the insurer to respond, in a manner satisfactory to the commissioner, to a
16 corrective order if the insurer has not challenged the corrective order under [section 89}; or

17 {d) if the insurer has challenged a corrective order under [section 89] and the commissioner
18 has, after a hearing, rejected the challenge or modified the corrective order, the failure of the insurer
19 to respond, in a manner satisfactory to the commissioner, to the corrective order subsequent 1o
20 rejection or modification by the commissioner.

21 {2} In the event of an authorized control level event with respect to an insurer, the
22 commissioner shall:

23 {a) take the actions required under [section 86] regarding an insurer with respect to which a
24 regulatory action level event has occurred; or

25 (b} if the commissioner considers it to be in the best interests of the policyholders and creditors
26 of the insurer and of the public, take the actions necessary to cause the insurer to be placed under
27 regulatory control under Title 33, chapter 2, part 13, In the event that the commissioner places the
28 insurer under regulatory control, the authorized centrol level event must be considered sufficient
29  grounds for the commissioner to take action under Title 33, chapter 2, part 13, and the commissioner
30 shall have the rights, powers, and duties with respect to the insurer as are set forth in Title 33, chapter
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2, part 13, In the event that the commissioner takes an action under this subsection pursuant to an
adjusted RBC report, the insurer is entitled to the protections afforded to insurers under the provisions

of 33-2-1321 through 33-2-1323 pertaining to summary proceedings.

NEW SECTION. Section 88. Mandatory control level event. (1) “"Mandatory control level

event” means any of the following events:
(a} the filing of an RBC report that indicates that the insurer’s total adjusted capital is less than
its mandatory control level RBC;

(b} notification by the commissioner to the insurer of an adjusted RBC report that indicates the
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event in subsection {1){a} if the insurer does not challenge the adjusted RBC report under [section 89]
11 or the commissioner rejects the insurer's challenge.

12 (2} In the event of a mandatory control level event:

13 {a} with respect to alife insurer, the commissioner shall take the actions that are necessary to
14 place the insurer under regulatory control under Title 33, chapter 2, part 13. In that event, the
15 mandatory control level event must be considered sufficient grounds for the commissioner to take
16 action under Title 33, chapter 2, part 13, and the commissioner sha!l have the rights, powers, and
17 duties with respect to the insurer as are set forth in Title 33, chapter 2, part 13. If the commissioner
18 takes an action pursuant to an adjusted RBC report, the insurer is entitled to the protections of
19 33-2-1321 through 33-2-1323 pertaining to summary proceedings. Notwithstanding any of the
20 foregoing, the commissioner may forego action for up to 90 days after the mandatory control level
21 event if the commissioner finds that there is a reasonable expectation that the mandatory control level
22 event may be eliminated within the 90-day period.

23 {b} with respect to a property and casualty insurer, the commissioner shall take the actions
24  necessary to place the insurer under regulatory control under Title 33, chapter 2, part 13, or, in the
25  case of an insurer that is not writing business and that is running-off its existing business, may allow
26 the insurer 1o continue its runoff under the superyision of the commissioner. In either event, the
27 mandatory control level event must be considered sufficient grounds for the commissioner to take
28 action under Title 33, chapter 2, part 13, and the commissioner shall have the rights, powers, and
29 duties with respect to the insurer as are set forth in Title 33, chapter 2, part 13. If the commissioner

30 takes an action pursuant to an adjusted RBC report, the insurer is entitled to the protections of
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1 33-2-1321 through 33-2-1323 pertaining to summary proceedings. Notwithstanding any of the

2 foregoing, the commissioner may forego action for up to 90 days after the mandatory control level

3 eventif the commissioner finds there is a reasonable expectation that the mandatory control level event
4 may be eliminated within the 90-day period.
5
6 NEW SECTION. Section 89. Notification and hearing. (1) Aninsurer has the right to a hearing
7 before the department upon notification by the commissioner:
8 {a) of an adjusted RBC report or unsatisfactory RBC plan or revised RBC plan that constitutes
9 a regulatory action level event with respect to the insurer;
10 {b) that the insurer has failed to adhere ta its RBC plan or revised RBC plan and that the failure
11 has a substantial adverse effect an the ability of the insurer to eliminate the company action level event
12 with respect 10 the insurer in accordance with its RBC plan or revised RBC plan; or
13 {c) of a corrective order with respect to the insﬁrer.
14 {2} The insurer shall notity the commissioner of its request for a hearing within 5 days after
15 the notification by the commissioner under subsection {1}. Upon receipt of the insurer’s request for
16 a hearing, the commissioner shall set a date for the hearing, which may not be less than 10 or more
17 than 30 days after the date of the insurer’'s request.
18
19 NEW SECTION. Section 90. Confidentiality -- prohibition on announcements -- prohibition on
20 use in ratemaking. {1} With respect to a domestic insurer or a foreign insurer, all RBC reports, to the
21 extent the information in the reports is not required to be set forth in a publicly available annuali

22 statement schedule, and at! RBC plans, including the results or report of any examination or analysis
23 of an insurer performed pursuant 1o [sections 82 through 94| and any corrective order issued by the
24 commissioner pursuant to the examination or analysis, that are filed with the commissioner constitute
25 information that might be damaging to the insurer if made available to its competitors and must be kept
26  confidential by the commissioner. This information may not be made public and is not subject to
27 subpoena other than by the commissioner and then only for the purpose of enforcement actions taken
28 by the commissioner pursuant to [sections 82 through 941 or any other provision of the insurance laws
29 of this state.

30 (2) Itis the intent of the legislature that the comparison of an insurer’s total adjusted capital
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1 to any of its RBC levels is a regulatory tool that may indicate the need for possible corrective action

2 with respect to the insurer and that it is not intended as a means to rank insurers generally. Except as
3 otherwise required under the provisions of [sections 92 through 94], the making, publishing,
4 disseminating, circulating, or placing before the public or causing, directly or indirectly to be made,
5 published, disseminated, circulated, or placed before the public, in a newspaper, magazine, or other
6 publication, in the form of a notice, circular, pamphlet, letter, or poster, over any radio or television

station, or in any other way, an advertisement, announcement, or statement containing an assertion,
8 representation, or statement with regard to the RBC levels of any insurer or of any component derived
9 in the calculation that is by any insurer, producer, or other person engaged in any manner in the
10 insurance business would be misleading and is prohibited. However, if any materially false statement
11 with respect to the comparison regarding an insurer’s total adjusted capital to its RBC levels or an
12 inappropriate comparison of any other amount to the insurer's RBC levels is published in any written
13  publication and the insurer is able to demonstrate to the commissioner, with substantial proof, the
14 falsity of the statement or the inappropriateness, as the case may be, the insurer may pubiish an
15 announcement in a written publication if the sole purpose of the announcement is to rebut the
16 materially false statement.
17 (3} It is the further intent of the legislature that the RBC instructions, RBC reports, adjusted
18 RBC reports, RBC plans, and revised RBC plans are intended solely for use by the commissioner in
19 monitoring the solvency of insurers and the need for possible corrective action with respect to insurers
20 and may not be-used by the commissioner for ratemaking or considered or introduced as evidence in
21 any rate proceeding or used by the commissioner to calculate or derive any elements of an appropriate
22 premium levei or rate of return for any line of insurance that an insurer or any affiliate is authorized to
23 write.
24
25 NEW SECTION. Secfion 91. Supplemental provisions -- rules -- exemption. {1} The provisions
26 of {sections 82 through 94] are supplemental to any other provisions of the laws of this state and do
27 not preclude or limit any other powers or duties of the commissioner under the law, including but not
28 limited to Title 33, chapter 2, part 13.
29 {2) The commissioner may adopt reasonable rules necessary for the impiementation of [sections

30 82 through 94].
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1 {3) The commissioner may exempt from the application of [sections 82 through 94] any
2 domestic property and casualty insurer that:
3 {a} writes direct business only in this state;
4 (bY writes direct annual premiums of $2 million or less; and
5 {c) does not assume reinsurance in excess of 5% of direct premium written.
6
7 NEW SECTION. Section 92. Foreign insurers. (1} A foreign insurer shail, upon the written
8 request of the commissioner, submit to the commissioner an RBC report for the previous calendar year
9  on the later of:
10 {a) the date that an RBC report would be required to be filed by a domestic insurer under
i1 [section B4]; or
12 {b) 15 days after the request is received by the foreign insurer.
13 {2) A foreign insurer shall, at the written request of the commissioner, promptly submit to the

14 commissioner a copy of any RBC plan that is filed with the insurance commissioner of any other state.
15 (3} In the event of a company action level event, regulatory action level event, or authorized
16 control level event, with respect to any foreign insurer as determined under the RBC statute applicable
17 in the state of domicile of the insurer or, if an RBC statute is not in force in that state, under the
18 provisions of [sections 82 through 94], if the insurance commissioner of the state of domicile of the
19 foreign insurer fails to require the foreign insurer to file an RBC plan in the manner specified under that
20  state’'s RBC statute or, if an RBC statute is not in force in that state, under [section 85], the
21 commissioner may require the foreign insurer to file an RBC plan with the commissioner. In that event,
22 the failure of the foreign insurer to file an RBC plan with the commissioner is grounds to order the
23 insurer to cease and desist from writing new insurance business in this state.

24 {4} In the event of a mandatory control level event with respect to any foreign insurer, if a
25 domicitiary receiver has not been appointed with respect to the foreign insurer under the rehabilitation
26  and liquidation statute applicable in the state of domicile of the foreign insurer, the commissioner may
27 make application to a district court of this state permitted under 33-2-1380 with respect to the
28 liquidation of property of foreign insurers found in this state, and the occurrence of the mandatory

29 control level event must be considered adequate grounds for the application.
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1 NEW SECTION. Section 93. Applicability for 1995, {1} For RBC reports required to be filed

by property and casualty insurers with respect to 1995, the following requirements apply in lieu of the
provisions of [sections 85 through 88]:
(a) In the event of a company action level event with respect to a domestic insurer, the

commissioner will not take regulatory action under [sections 82 through 94].

3 W

{b) In the event of a regulatory action ievel event under {section 86(1}{a), {1)(b}, or (1i(c)], the
7 commissioner shall take the actions required under [section B6{2}].
8 (c) In the event of a regulatory action level event under [section 86{1){d), (1)(e}, (1}{f), or
9 {11(g)) or an authorized contro} level event, the commissioner shall take the actions required under
10  [section B6{2) and (3}] with respect to the insurer.
11 {4) Inthe event of a mandatory control level event with respect to an insurer, the commissioner
12 shall take the actions required under [section 88].
13

14 NEW SECTION. Section 94. Notices. All notices by the commissioner to an insurer that may

15 result in regulatory action are effective an dispatch if transmitted by certified mail or, in the case of any
16 other transmission, are effective on the insurer’s receipt of the notice.
17

18 NEW SECTICN. Section 95. Repealer. Sections 33-30-312 and 33-30-313, MCA, are

19 repealed.
20

21 NEW SECTION. Section 96. Codification instruction. (1) [Section 75} is intended to be

22 codified as an integral part of Title 33, chapter 15, and the provisions of Title 33, chapter 15, apply
23  to [section-75].

24 {2) [Section 76] is intended to be codified as an integral part of Title 33, chapter 2, part 5, and
25 the provisions of Title 33, chapter 2, part &, apply to [section 76].

26 {3) [Section 77] is intended to be codified as an integral part of Title 33, chapter 15, part 4,
27 and the provisions of Title 33, chapter 15, part 4, apply to [section 771.

28 (4} [Sections 78 through 81} are intended to be codified as an integral part of Title 33, chapter
29 3, and the provisions of Title 33, chapter 3, apply to [sections 78 through 81].

30 {5) [Sections 82 through 94] are intended to be codified as an integral part of Title 33, chapter
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2, and the provisions of Title 33, chapter 2, apply to [sections 82 through 94].

NEW SECTION. Section 97. Severability. If a part of [this act] is invalid, all valid parts that

are severable from the invalid part remain in effect. |f a part of {this act] is invalid in ane or more of
its applications, the part remains in effect in all valid applications that are severable from the invalid
applications,

-END-
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APPROVED BY COMMITTEE
ON BUSINESS AND LABCR

BILLNO. &S (,
INTRODUCED BY QJ{,

L v L Ly

BY REQUEST OF THE STATE AUDITOR

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR
INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501,
33-2-117,33-2-301, 33-2-302, 33-2-305, 33-2-307, 33-2-501, 33-2-521,33-2-523, 33-2-525, 33-2-526,
33-2-628, 33-2-529, 33-2-531, 33-2-701, 33-2-705, 33-2-708, 33-2-B03, 33-2-806, 33-2-820,
33-2-1111, 33-21 201, 33-2-1216,33-2-1217, 33-2-1218, 33-2-1510, 33-2-1605, 33-3-431, 33-4-202,
33-4-203, 33-5-401, 33-7-117, 33-10-201, 33-10-202, 33-11-102, 33-11-104, 33-11-108, 33-14-304,
33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503,
33-17-603, 33-17-1001, 33-18-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201, 33-22-202,
33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1819, 33-30-102,
33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND 33-31-311, MCA; AND
REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA."

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

THERE ARE NO CHANGES IN THIS BILL AND IT
WILL NOT BE REPRINTED. PLEASE REFER TO
INTRODUCED COPY (WHITE) FOR COMPLETE TEXT.
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BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR
INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501,
33-2-117,33-2-301,33-2-302, 33-2-305, 33-2-307, 33-2-501, 33-2-5621, 33-2-523, 33-2-525, 33-2-526,
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33-4-203, 33-5-4.0;!, 33-7-117, 33-10-201, 33-10-202, 33-11-102, 33-11-104, 33-11-108, 33-14-304,
33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503,
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33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1819, 33-30-102,
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REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA."
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SENATE STANDING COMMITTEE REPORT

Page 1 of &
March 2, 1995

MR. PRESIDENT:

We, ycur committee on Business and Industry having had under
consideration HB 556 (third reading copy -- blue), respectfully
report that HB 556 be amended as follows and as so amended be

concurred in.
signed: \/fé’m Y. M/

"John K. Hertel, Chair

That such amendments read:

1. Title, line 10.
rollowing: "33-2-1218,"
Insert: "33-2-1394.,"

2. Title, line 13.
Strike: "33-17-1001,"

3. Title, line 14.
Following: "33-22-1803,"
Insert: "33-22-1811,"

4. Title, line 15.
Strike: "33-31-311"
Insert: "33-31-111"

5. Title, line 15.
Following: "MCA;"
Strike: "AND"

6. Title, line 16.
Following: "MCA"
Insert: "; AND PROVIDING EFFECTIVE DATES"

7. Page 6, line 20.
Following: "payment"
Insert: "on or"

8. Page 8, line 13.

Following: "insurers"

Insert: "or, in the case of a renewal, the line of insurance has
not become available from an authorized insurer"

9. Page 8, line 20.
Following: "and"

Insert: "and"
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10. Page 8, line 21.
Strike: subsection (5) in its entirety
Renumber: subsegquent subsection

11. Page 15, line 17.
Strike: "1995"
Insert: "1996"

12. Page 17, line 1.
Following: "such"
Insert: "all other"

13. Page 42, line 4.
Insert: "Section 31. Section 33-2-1394, MCA, is amended to read:

"33-2-1394. Settlement of actions against rehabilitator,
liquidator, and employees -- court approval -- applicability. (1)
If any legal action against an employee for which indemnity may
be available under this section is settled prior to final
adjudication on the merits, the insurer shall pay the settlement
amount on behalf of the employee or indemnify the employee for
the settlement amount unless the commissioner determines:

(a) that the c¢laim did not arise out of or by reason of the
employee’s duties or employment; or

(b) that the claim was caused by the intentional or willful
and wanton misconduct of the employee.

(2) In a legal action in which the rehabilitator or
ligquidator is a defendant, that portion of any settlement
relating to the alleged act, error, or omission of the
rehabilitator or liquidator is subject to the approval of the
court before which the delinquency proceeding is pending. The
court may not approve that portion of the settlement if it
determines:

(a) that the claim did not arise out of or by reascon of the
rehabilitator’s or liquidatcr’s duties or employment; or

(b) that the claim was caused by the intentional or willful
and wanton misconduct of the rehabilitator or liquidator.

(3) This section may not be construed to deprive the
rehabilitator, ligquidator, or employee of immunity, indemnity,
benefit of law, right, or defense available under any provision
of law, including, without limitation, the provisions of Title 2,
chapter 9.

(4} (a) & Except as otherwise provided, a legal action by a
third party does not lie against the rehabilitator, ligquidator,
or employee based in whole or in part on any alleged act, error,
or omission that took place prior to October 1, 1993, unless suit
is filed and valid service of process is obtained by October 1,

1994. A _legal action that is pending on or filed after September
30, 1993, by a liguidator or a liquidaticn estate will lie
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against a former special deputy liguidator or any emplovee,
agent, or independent contracter retained by a special deputy
liguidator without regard to when the alleged act, error, or
omission occurred.

(b) Subsecticns (1) through (3) apply to any suit that is
pending on or filed after October 1, 1993, without regard to when
the alleged act, error, or omission tock place.""

Renumber: subsegquent sections

14. Page 43, lines 18 and 19.

Strike: "The" on line 18 through "fees" on line 19

Insert: "A limit on the controlling producer’s writings in
relation to the controlled insurer’s surplus and total
writings"

15. Page 68, line 18 through page 69, line 18.
Strike: section 53 in its entirety
Renumber: subsequent sections

16. Page 71, line 14,
Strike: "hospital indemnity,"

17. Page 88, line 27,
Strike: "report" through "license"
Insert: "statement"

18. Page 90, lines 1 through 22.
Strike: section 74 in its entirety
Insert: "Section 74. Section 33-31-111, MCA, is amended to read:

"33-31-111. Statutory construction and relationship to
other laws. (1) Except as otherwise provided in this chapter, the
insurance or health service corporation laws do not apply to any
health maintenance organization authorized to transact businegs
under this chapter. This provisicn does not apply to an insurer
or health service corporation licensed and regulated pursuant to
the insurance or health service corporation laws of this state
except with respect to its health maintenance organization
activities authorized and regulated pursuant to this chapter.

(2) Solicitation of enrcllees by a health maintenance
organization granted a certificate of authority or its
representatives may not be construed as a violation of any law
relating to sclicitation or advertising by health professicnals.

(3) A health maintenance organization authorized under this
chapter may nct be considered to be practicing medicine and is
exempt from Title 37, chapter 3, relating to the practice of
medicine.

(4) The provisions of this chapter do not exempt a health
maintenance corganization from the applicable certificate of need
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requirements under Title 50, chapter 5, parts 1 and 3.

(5)  The provisions of this section do not exempt a health
maintenance cgrganization from material transaction disclosure
requirements under [secticons 78 through 81]. A health
maintenance organization must be considered an insurer for the
purpogses of [sections 78 through 81] .""

19. Page 9L, line 24.
Following: "Each"
Ingert: "individual"

20, Page 106, line 17.
Insert: "Section 95. Section 33-22-1811, MCA, is amended to
read:

"33-22-1811. Availability of coverage -- required plans.

(1) (a) As a condition cf transacting business in this state with
small employers, each small employer carrier shall offer to small
employers at least two health benefit plans. One plan must be a
basic health benefit plan, and one plan must be a standard health
benefit plan.

(b) (i) A small employer carrier shall issue a basic health
benefit plan or a standard health benefit plan to any eligible
small employer that applies for either plan and agrees to make
the required premium payments and to satisfy the other reasonable
provisions of the health benefit plan not inconsistent with this
part.

(ii) In the case of a small employer carrier that
establishes more than one class of business pursuant to
33-22-1808, the small employer carrier shall maintain and offer
to eligible small employers at least one basic health benefit
plan and at least cne standard health benefit plan in each
established class of business. A small employer carrier may apply
reasonable criteria in determining whether to accept a small
employer into a class of business, provided that:

(A) the criteria are not intended toc discourage or prevent
acceptance of small employers applying for a basic or standard
health benefit plan;

(B) the criteria are not related to the health status or
claims experience of the small employers‘ employees;

(C) the criteria are applied consistently to all small
employers that apply for coverage in that class of business; and

(D) the small employer carrier provides for the acceptance
of all eligible small employers into one or more classes of
business.

(iii) The provisions of subsection (1) {b) (ii) may not be
applied to a class of business into which the small employer
carrier 1s no longer enrolling new small businesses.

{c) The provisions of this section are effective 180 days

4911375C.5RF
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after the commissioner’s approval of the basic health benefit
plan and the standard health benefit plan developed pursuant to
33-22-1812, provided that if the program created pursuant to
33-22-1818 is not yet operative on that date, the provisions of
this section are effective on the date that the program begins
operation.

{(2) (a) A small employer carrier shall, pursuant to
33-1-501, file the basic health benefit plans and the standard
health benefit plans to be used by the small emplovyer carrier.

(b) The commissioner may at any time, after providing
notice and an opportunity for a hearing to the small employer
carrier, disapprove the continued use by a small employer carrier
of a basic or standard health benefit plan on the grounds that
the plan does not meet the requirements of this part.

(3) Health benefit plans covering small employers must
comply with the following provisions:

(a) A health benefit plan may not, because of a preexisting
conditiocn, deny, exclude, or limit benefits for a covered
individual for losses incurred more than 12 months following the
effective date of the individual’s coverage. A health benefit
plan may not define a preexisting condition more restrictively
than 33-22-110, except that the condition may be excluded for a
maximum of 12 months. »

(b) A health benefit plan must waive any time period
applicable to a preexisting condition exclusion or limitation
period with respect to particular services for the period of time
an individual was previcusly covered by qualifying previous
coverage that provided benefits with respect to those services if
the qualifying previous coverage was continuous to a date noct
}ess more than 30 days prior to the submissicon of an application
for new coverage. This subsection (3) (b} does not preclude
application of any waiting pericd applicable to all new enrollees
under the health benefit plan.

(cy A health benefit plan may exclude coverage for late
enrollees for 18 months or for an 18-month preexisting condition
exclusion, provided that if both a period of exclusion from
coverage and a preexisting condition exclusion are applicable to
a late enrollee, the combined period may not exceed 18 months
from the date the individual enrolls for coverage under the
health benefit plan.

(d) (i) Reguirements used by a small employer carrier in
determining whether to provide coverage to a small emplover,
including reguirements for minimum participation of eligible
employees and minimum employer contributions, must be applied
uniformly among all small employers that have the same number of
eligible employees and that apply for coverage or receive
coverage from the small employer carrier.

(ii) A small employer carrier may vary the application of
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minimum participation requirements and minimum employer
contribution requirements ¢nly by the size of the small employer
group.

(e) (i) 1If a small employer carrier offers coverage to a
small employer, the small employer carrier shall offer coverage
to all of the eligible employees of a small employer and their
dependents. A small employer carrier may not offer coverage only
to certain individuals in a small employer group or only to part
of the group, except in the case of late enrollees as provided in
subsection (3) (c).

(i1) A small employer carrier may not modify a basic or
standard health benefit plan with respect to a small employer or
any eligible employee or dependent, through riders, endorsements,
or otherwise, to restrict or exclude coverage for certain
diseases or medical conditions cotherwise covered by the health
benefit plan. ‘

(4) (a) A small employer carrier may not be required to
offer coverage or accept applications pursuant to subsection (1)
in the case of the following:

(i} to a small employer when the small employer is not
physically located in the carrier’s established geographic
service area;

(ii) to an employee when the employee does not work or
reside within the carrier’s established geographic service area;
or

{iii) within an area where the small employer carrier
reasconably anticipates and demonstrates to the satisfacticon of
the commissioner that it will not have the capacity within its
established geographic service area to deliver service adequately
to the members of a group because of its obligations to existing
group peclicyholders and enrollees.

{b) A small employer carrier may not be required to provide
coverage tc small employers pursuant to subsection (1) for any
period of time for which the commissioner determines that
requiring the acceptance of small employers in accordance with
the provisicns of subsection (1) would place the small employer
carrier in a financially impaired condition.""

Renumber: subsequent sections

21. Page 107, line 7.

Insert: "NEW SECTION. Section 9%. Effective dates. (1)
[Section 31 and this section] are effective on passage and
approval.,

(2) [Sections 1 through 30 and 32 through 98] are effective
Octcber 1, 1995.,"

-END-
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March 8, 1995 1:09 pm

Mr. Chairman: I move to amend HB 556 (third reading copy --
blue

~

ADOPT

REJECT Signed: <:2
4 / Senator Jergeson

That such amendments read:

1. Title, line 7.
Following: "33-1-311,"
Insert: "33-1-413,"

2. Page 106, line 17.
Insert: "Section 96. Section 33-1-413, MCA, is amended to read:

"33-1-413. Examination expense -- lien. (1) Upon
presentation of a detailed account of sueh charges and expenses
by the commissioner or pursuant to khis the commissicner’s written
authorization, each person se examined, other than as—te
examinations pursuant to 33-1-402, shall pay the actual travel
expenses, a reasonable living expense allowance, and a per diem
as compensation of examiners as necessarily incurred on account
of the examination, all at reasonable rates ewstomary—-therefer
and as established or adopted by the commissioner. Sweh—an An
account may be se presented periodically during the course of the
examination or at the termination of the examination as the
commissioner deems congiders proper. Ne A perscon skaid: may not
pay and ®e an examiner skadt may not accept any additional
emolument on account of amy—sueh an examination.

(2) The commissioner shall pay to the state treasurer to
the credit of the gemeral state special revenue fund all mereys
money received pursuant to subsection (1) abeve.

(3) If any—sueh a person fails to pay the charges and
expenses, as referred to in subsection (1) abewve, theyskallt the
charges and expenses must be paid,out of the funds of the
commissioner in the same manner as other disbursements of sweh
the funds. The amount se paid skall-—be is a first lien upon all
of the assets and property in this state of suweh the person and
may be recovered by suit by the attorney general on behalf of the
state of Montana and restored to the appropriate fund.""
Renumber: subsegquent sections

3. Page 6 of the Senate standing committee report amendment no.
21 is amended as follows:

Strike: "[Sections 1 through 30 and 32 through 58] are"

Insert: "Except as provided in subsecticon (1), [this act] is"

~END- N® 556
SENATE
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HOUSE BILL NO. 556
INTRODUCED BY SIMON, BENEDICT
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR
INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-413

33-1-501,33-2-117,33-2-301, 33-2-302, 33-2-305, 33-2-307,33-2-501, 33-2-521,33-2-523, 33-2-525,
33-2-5626,33-2-5628,33-2-529,33-2-631, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-82Q,
33-2-1111,33-2-1201,33-2-1216,33-2-1217,33-2-1218,33-2-1394,33-2-1510, 33-2-1605, 33-3-431,
33-4-202, 33-4-203, 33-5-401, 33-7-117, 33-10-201, 33-10-202, 33-11-102, 33-11-104, 33-11-108,
33-14-304, 33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405,
33-17-503, 33-17-603, 333431083 33-18-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201,
33-22-202, 33-22-301, 33-22-303, 33-22-604, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1811

33-22-1819, 33-30-102, 33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND
333+3+H+ 33-31-111, MCA; AND REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA;_AND
PROVIDING EFFECTIVE DATES."

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

Section 1. Section 2-6-109, MCA, is amended to read:

"2-6-109. Prohibition on distribution or sale of mailing lists -- exceptions -- penalty. (1) Except
as provided in subsections (3} through {7}, in order to protect the privacy of those who deal with state and
local government:

{a) me an agency may not distribute or sell for use as a mailing list any list of persons without first
securing the permission of those on the list; and

{b) me a list of persons prepared by the agency may not be used as a mailing list except by the
agency or another agency without first securing the permission ot those on the list.

(2) As used in this section, "agency"” means any board, bureau, commission, department, division,

authority, or officer of the state or a local government.

-1- HB 556
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(3) Except as provided in 30-9-403, this section does not prevent an individual from compiling a
mailing list by examination of original documents or applications which are otherwise open to public
inspection.

(4) This section does not apply to the lists of registered electors and the new voter lists provided
for in 13-2-115 and 13-38-103, to lists of the names of employees governed by Title 39, chapter 31, or
to lists of persons holding driver's licenses provided for under 61-5-126.

(5) This section shal does not prevent an agency from providing a list to persons providing
prelicensing or continuing educational courses subject to Title 20, chapter 30, or specifically exempted

therefram as provided in 20-30-102,_or subject to Title 33, chapter 17.

(6} This section does not apply to the right of access either by Montana law enforcement agencies
or, by purchase ar otherwise, of public records dealing with motor vehicle registration.

(7} This section does not apply to a corporate information list developed by the secretary of state
containing the name, address, registered agent, officers, and directors of business, nonprofit, religious,
professional, and close corporations authorized to do business in this state.

(8] A person violating the provisions of subsection {1)}(b) is guilty of a misdemeanor."”

Section 2. Section 33-1-207, MCA, is amended to read:

"33-1-207. Disability insurance. (1) Disability insurance,_including credit disability insurance, is

insurance of human beings: (a) against bodily injury, disablement, or death by accident or accidental means

or the medical expense thereof or indemnity involved; or

(b} against disablement or medical expense or _indemnity resulting from sickness and—every
ms'HFaHee" 'aﬁﬁeﬁamg_the- i Fe%e-

{2) Transaction of disability insurance does not include workers’ compensation insurance.”

Section 3. Section 33-1-208, MCA, is amended to read:

"33-1-208. Life insurance. Life insurance,_including credit life insurance, is insurance on human
lives. The transaction of life insurance includes alse the granting of endowment benefits, additional benefits
in event of death or dismemberment by accident or accidental means, additional benefits in event of the
insured’s disability, benefits that provide reimbursement or payment for long-term home health care or

long-term care in a nursing home or other related institution, and optional modes of settlement of proceeds

-2- HB 556
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of life insurance. Transaction of life insurance does not include workers’ compensation insurance.”

Section 4. Section 33-1-209, MCA, is amended to read:

"33-1-209. Marine protection and indemnity and wet marine insurance. (1) Marre—insutance

to-the-property-oi-another-perserr Marine and transportation insurance means_insurance against loss of

or damage to:

(a) vessels, craft, aircraft, vehicles, goods, freights, carqgoes, merchandise, effects, disbursements,

profits, money, securities, choses in action, evidences of debt, valuable papers, bottomry, respondentia,

and anv interest therein, with respect to risks and perils, including war risks, marine builder’'s risks, and

personal property floater risks, of navigation and transportation or while being assembled, packed, crated,

baled, compressed, or similarly prepared for shipment, while awaiting shipment, or during any delays,

storage, transshipment, or reshipment;

{b} person or property in connection with marine, transit, or transportation insurance, including

liability for loss or damage to either person or property incident to the construction, repair, operation,

maintenance, or use of the subject matter of the insurance, but not including life insurance, surety bonds,

or insurance against bodily injury arising out of the ownership, maintenange, or use_of an_automobile;

{c] jewels, jewelry, or precious metals, whether in the course of transportation or otherwise; and

{d) bridges; tunnels; and other instrumentalities of transportation and communication, excluding

buildings and their furnishings, fixed contents, and supplies held in storage {uniess fire, tornado, sprinkler

leakaqge, hail, explosion, earthquake, riot, or civil commotion are the only hazards to be covered); piers:

wharves: docks; slips; and other aids to navigation and transportation, including drydocks, marina railways,

and dams and appurtenant facilities far the control of waterways.

{2} Marine protection and indemnity insurance means insurance aqainst liability of the insured. for

loss, damage, or expense incident to ownership, operation, charter, maintenance, use, repair, or

construction of any vessel, craft, or instrumentality for use in ocean or _inland waterways. The term

includes insurance against the liability of the insured for personal injury, illness, death, or loss or damage

-3- HB 556
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of the property of another person.

{4(3) For the purposes of this code, wet marine and transportation insurance is that part of marine
insurance whieh that includes only:
(a) insurance upon vessels, crafts, and hulls and of interests thereir-orwith-relationtherete in or

relating to the vessels, crafts, and hulls;

{b) insurance of marine builders’ risks, marine war risks, and contracts of marine protection and
indemnity insurance;

{c) insurance of freights and disbursements pertaining to a subject of insurance eemirg—within
subject to this subsection; and

(d)y insurance of personal property and interests +--2reint in_the personal property, in the course of

exportation from or impertation into any country and in the course of transportation coastwise or an infand

" waters, including transpartation by land, water, or air from point of origin to final destination, # with

respect to—appertaping—to—er—in—connection—with—any—-and—all risks or perils of navigation, transit, or

transportation or while being prepared for ard or white awaiting shipment and gr during any delays, storage,

transshipment, or reshipment incident therete to preparation or shipment.”

Section 5. Section 33-1-311, MCA, is amended to read:
"33-1-311. General powers and duties. (1) The commissioner shall enforce the applicable

provisions of this-eede the laws of this state and shall execute the duties imposed on the commissioner by

this-eede the laws of this state.

(2] The commissioner shat—have has the powers and authority exprassly conferred upon the

commissioner by or reasonably implied from the provisions of this-eede the laws of this state.

(3) The commissioner shall administer the department to ensure that the interests of insurance
consumers are protected.

(4) The commissioner may conduct examinations and investigations of insurance matters, in
addition to examinations and investigations expressly authorized, as the commissioner considers proper,

to determine whether any person has violated any provision of this-cede the laws of this state or to secure

information useful in the lawful administration of any provision. The cost of additional examinations and

investigations must be borne by the state.

-4 - HB 558
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£8}(6) The department is a criminal justice agency as defined in 44-5-103."

Section 6. Section 33-1-501, MCA, is amended to read:

"33-1-501. Filing and approval of forms. {1) (a) 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, if required, the regulatory official of the state of domicile of the insurer;
#+required. This provision does not apply to surety bonds or policies, riders, endorsehents, 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 peolicyholder, contract holder, or certificate
holder. Forms for use in property, marine, fother than ocean marine and foreign trade coverages}, casualty,
and surety insurance coverages may be filed by a rating organization on behalf of its members and
subscribers or by a member or subscriber on its own behalf.

(b} The approval of an _insurance policy or annuity contract form, certificate, enrollment form,

application form, or other related insurance form by the state of domicile may be waived by the

commissioner if the commissioner considers the requirements of subsection {1}{a) unnecessary for the

protection of Montana insurance consumers. If the requirement is waived, an insurer shall notify the

commissianer in writing within 310 days of disapproval, denial, or withdrawal of approval of a farm by the

state of domicile.

(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 mare than an additiona!l 60 days the period within which 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-erderet Notice by the commissioner disapproving a form or withdrawing a previous approval
must state the grounds for disapprovat or withdrawal in sufficient detail to inform the insurer.

(4) The commissioner may exempt from the requirements of this section, for so long as the
commissioner considers proper, an insurance document, form, or type of document or form speeified to

which, in the commissioner’s opinion, this section may not practicably be applied or the filing and approval

-6 - HB 556
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of which are—r-the-commissioners-apipier; 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 the commissioner for the purpose. The same standards apply to these forms as apply
to forms for domestic use.

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

{a) reinsurance;

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

{c) ocean marine and foreign trade insurances.

{7) Except as provided in chapter 21, group certificates that are delivered or issued for delivery in
Maontana for group insurance policies effectuated and delivered outside Montana but covering persons

resident in Montana must be filed with the commissioner upon request. The certificates must meet the

minimum provisions mandated by Montana if Montana law prevails over conflicting provisions of other state

law."”

Section 7. Section 33-2-117, MCA, is amended 1o read:

"33-2-117. Continuance, expiration, reinstatement, and amendment of certificate of authority. (1)}
Certificates of authority issued or renewed under this code shaH must continue in force as long as the

insurer is entitled thereto under this code and until suspended ar revoked or otherwise terminated:, subjeet;

hewever: A certificate is subject to continuance ef-the-certifieate by the insurer each year by payment ON

OR prior to May-36 March 1 of the continuation fee provided in 33-2-708.
(2) If not se continued by the insurer, s the certificate of authority shalkexpire expires at midnight

on May 31 mext following sueh failure of the insurer se to continue it in force. The commissioner shall

promptly notify the insurer of the-eeeurrence-of-ary-sueh-fallureresulting-n-impending its failure to pay

the continuation tee that can result in the expiration of its certificate of authority.

(3) The commissioner may——his—diseretions reinstate a certificate of authaority whieb that the

insurer has inadvertently permitted to expires after the insurer has-fuly-eured-allHts cures any failures whieb

fesuited resulting in suwehl expiration and upon payment by—the—asdresr of the fee for reinstatement in

-6- ' HB 556
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addition to the current continuation fee, as provided in 33-2-708. Otherwise, the insurer shal may be
granted another certificate of authority only after filing an application therefer and meeting all other
requirements as for an original certificate of authority in this state.

(4] The commissioner may amend a certificate of authority at any time to accord with changes in

the insurer’s charter of insuring powers.”

Section 8. Section 33-2-301, MCA, is amended to read:

"33-2-301. Short title -- purpose -- definitions. (1) This part constitutes and may be referred to as
"The Surplus Lines Insurance Law".

(2) This part must be applied to:

{al protect persons seeking insurance in this state;

{b) permit surplus lines insurance to be placed with reputable and financially scund unauthorized
insurers and to be exported from this state pursdant to this part;

(c) establish a system of regulation that will permit orderly access to surplus lines insurance in this
state and encourage authorized insurers to provide new and innovative types of insurance to consumers
in this state; and

(d) protect revenues of this state.

(3) As used in this part, the following definitions apply:

(a) "Authorized insurer” means an insurer authorized pursuant to 33-2-101 to transact insurance
in this state.

(b} "Eligible surplus lines insurer” means an unauthorized insurer with which a surplus lines
insurance producer may place surplus lines insurance under 33-2-307.

(c) "Export” means to place surplus lines insurance with an unauthorized insurer.

{et{d} "Producinginsurance producer" means the individual insurance praoducer dealing directly with

the person seeking insurance.
H{e} "Surplus lines insurance” means any insurance {on risks resident, located, or to be performed
in this state} permitted to be placed through a surplus lines insurance producer with an unauthorized insurer

eligible to accept the insurance. The term does not include the kinds of insurance exempted under

-7 - HE 556
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33-2-317.

{gtf) "Surplus lines insurance producer” means an individual, partnership, or corporation licensed
under 33-2-3056 to place surplus lines insurance fon risks resident, located, or to be performed in this state}
with unauthorized insurers eligible to accept sdeh the insurance.

Hg) "Unauthorized insurer” means an insurer not authorized pursuant to 33-2-101 to transact

insurance in this state. The term includes insurance exchanges authorized under the laws of other states.”

Section 9. Section 33-2-302, MCA,, is amended to read:
"33-2-302. Conditions precedent to sale of surplus lines insurance. lrsuranee—rray-beprocured

through-alicensed-surphis-Hresirsurancepreduserfrem A producing insurance producer may request a

surplus lines insurance producer to place or a surplus lines insurance producer may place a contract of

insurance with an unauthorized insurer if:
{1} the insurer is an eligible surplus lines insurer;
{2) the line of insurance or the full amount of the line of insurance cannot be obtained from

authorized insurers QR, IN THE CASE OF A RENEWAL, THE LINE QF INSURANCE HAS NQOT BECOME

AVAILABLE FROM AN AUTHORIZED INSURER;

(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 this state, diligent effort must be met
by searching this lesser market.

(4) the insurance is not procured for the purpose of securing:

(a) alower premium rate than would be accepted by an authorized insurer; or

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

6HB}5]) all other requirements of this part are met."

Section 10. 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
proewrs place a contract of surplus lines insurance with an unauthorized insurer unless the person is

licensed as a property and casualty insurance producer and possesses a current surplus lines insurance
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ticense issued by the commissioner.

(2} The commissioner shall issue a surplus lines insurance license to any quaiified holder of a
current property and casualty insurance producer license only if the insurance producer has:

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

{b) submitted to the commissioner a completed license application on a form supplied by the
commissioner;

{c) been licensed as a property and casualty insurance producer continuously for 5 years or more;
and

(d) filed with the commissioner and, for as long as the license remains in effect, kept in force a
bond in favor of the state of Montana in the amount of $10,000, with authorized corporate sureties

approved by the commissioner. The bond must be conditioned that the insurance producer will conduct

" business under the license in accordance with the provisions of The Surplus Lines Insurance Law and that

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 of termination.

(3} The license expires on April 1 after its date of issue. A surplus lines insurance producer shal!
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 iicensed as a surpius lines insurance producer if:

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

{b} only those individuals listed on the corporate license transact surplus lines insurance.

{6] This section _may not be construed to require agents, producers, or brokers acting as

intermediaries between a surplus lines insurance producer and an unauthorized insurer under this part to

hold a valid Montana surplus jines insurance producer’'s license."

Section 11. Section 33-2-307, MCA, is amended to read:
"33-2-307. Requirements for eligible surplus lines insurers, {1) A surplus lines insurance producer

may not place insurance with an unauthorized insurer unless, at the time of placement, the unauthorized
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insurer:

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

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

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

(A} the minimum capital and surplus requirements of 33-2-109 and 33-2-110; or

{B) $3 57 million. An insurer possessing less than $4 $6 million capital and surplus may satisfy the
requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The
commissioner's finding must be based upon such factors as quality of management, capital, and surplus
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 $6 million.

(i) in the case of Lloyd’s or another similar wrircorperated group ef including incorporated and

unincorporated alien individual insurers, the insurer maintains a trust fund of not less than $50 million as
security to the full amount of capitai and surplus for all policyholders and creditors in the United States of

each member of the group. The incorporated members of the group may not engage in any business other

than underwriting as a member of the group and must be subject to the same level of solvency regulation

and control by the groups of domiciliary regulators as are the unincorporated members. The trust must

comply with the terms and conditions established in subsection {1)(b)(iv) for alien insurers.

(i) in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surpius, 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 surpius
requirements of subsection {1}(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 the trust fund consists of cash,

securities, or letters of credit or of investments of substantially the same character and quality as those

-10 - HB 556
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which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus
or its equivalent, must have an expiration date 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, tor quarterly if considered necessary
by the commissionery, and which is either:

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

{ii} certified by an accounting or auditing firm licensed in the jurisdiction of the insurer’s state of
domicile.

{2) In the case of an insurance exchange, the statement required by subsection {1}(¢) may be an
aggregate combined statement of alt 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. An action may not lie
against the commissioner or an empioyee of the commissioner for anything said in issuing the list of eligible
surplus lines insurers referred to in this subsection.

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

{i) is in unsound financial condition;

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

(iii) has wiilfully viclated the laws of this state; or

{iv] does not make reasonably prompt payment of just losses and claims in this state or elsewhere.

(b} The commissioner shall promptly mail notice of all 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
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stocks or other svidences 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 12. Section 33-2-501, MCA, is amended to read:

"33-2-501. Assets allowed. In any determination of the financial condition of an insurer, there
must be aillowed as assets only assets that are owned by the insurer and that consist of:

(1)} cash in the possession of the insurer or in transit under its control and including the true
balance of any deposit in a solvent bank or trust company;

(2) investments, securities, properties, and loans acquired or held in accordance with this code and
in connection therewith the following items:

(a) interest due or accrued on any bond or evidence of indebtedness which is not in default and
which is not valued on a basis including accrued interest;

(b} declared and unpaid dividends on stock and shares unless the amount has otherwise been
allowed as an asset;

{c) interest due or accrued upon a collateral loan in an amount not to exceed 1 year’s interest on
the loan;

{d) interest due or accrued on depasits in solvent banks and trust companies and interest due or
accrued on other assets, if the interest is in the judgment of the commissioner a collectible asset;

{(e) interest due or accrued on a mortgage loan in an amount not exceeding in any event the
amount, if any, of the excess of the value of the property less delinquent taxes on the property over the
unpaid principal. Interest accrued for a period in excess of 18 months may not be allowed as an asset.

(f) rent due or accrued on real property if the rent is not in arrears for more than 3 months and rent
more than 3 months in arrears if the payment of the rent is adequately secured by property held in the
name of the tenant and conveyed to the insurer as collateral;

(g) the unaccrued portion of taxes paid prior to the due date on real property;

(3) premium netes, policy loans, and other policy assets and liens on policies and certificates of
life insurance and annuity contracts and accrued interest, in an amount not exceeding the legal reserve and
other policy liabilities carried on each individual policy;

{4) the net amount of uncollected and deferred premiums and annuity considerations in the case
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of a life insurer;

(5) premiums in the course of coilection, other than for life insurance, not more than 3 months past
due, less commissions payable on the premiums. The limitation in this subsection does not apply to
premiums payable directly or indirectly by the United States government or by any of its instrumentalities.

{6) installment premiums other than life insurance premiums to the extent of the unearned premium
reserve carried on the policy to which premiums apply;

{7) notes and like written obligations not past due, taken for premiums other than life insurance
premiums, on policies permitted to be issued on that basis, to the extent of the unearned premium reserves
carried on the policies;

{8) the full amount of reinsurance recoverable by a ceding insurer from a solvent reinsurer and
which reinsurance is authorized under chapter 2, part 12;

{9) amounts receivable by an assuming insurer representing funds withheld by a solvent ceding
insurer under a reinsurance treaty;

(10) deposits or equities recoverable from underwriting associations, syndicates, and reinsurance
funds or from any suspended banking institution, to the extent considered by the commissioner available
for the payment of losses and claims and at values to be determined by the commissioner;

{11) electronic data processing equipment if the cost of the equipment is atteast $+06:000—which

cost-must-be amortized in full over a period of not to exceed 38 8 calendar years. However, with—regard

the asset aliowed may not exceed 1% of the total of the other allowable assets of the insurer.

(12) all assets, whether or not consistent with the provisions of this section, as may be allowed
pursuant to the annual statement form approved by the commissioner for the kinds of insurance to be
reported upon in the annual statement;

{13) other assets, not inconsistent with the provisions of this section, considered by the
commissioner to be availahle for the payment of losses and claims, at values to be determined by the

commissioner."

Section 13. Section 33-2-521, MCA, is amended to read:

"33-2-521. Standard valuation of reserve liabilities law -- life insurance. (1) The commissioner
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shall annually value or cause to be valued the reserve liabilities (hereinafter—<alled reserves) for all
outstanding life insurance policies and annuity and pure endowment contracts of every life insurer doing
business in this state and may certify the amount of any sueh reserves, specifying the mortality table or
tables, rate or rates of interest, and methods (net level premium method or other} used in the calculation

of sueh reserves. In calculating sueh the reserves, he the commissioner may use group methods and

approximate averages for fractions of a year or otherwise. tr-the-oase-oi-an—aler-nsarer—Ssueh-valuatien

the valuation of the reserves herein required in thig section of any foreign or alien insurer, the commissioner

" may accept any valuation made or caused to be made by the insurance supervisory official of any state or

other jurisdiction when sueh the valuation complies with the minimum standard herein provided in_this
section and if the official of sweh the other state or jurisdiction accepts as sufficient and valid for all legal
purposes the certificate of valuation of the commissioner when sueh the certificate states the valuation to
have been made in a specified manner according to which the aggregate reserves would be at least as large
as if they had been computed in the manner prescribed by the law of that state or jurisdiction.

(3) Any insurer whieh-at-any-time-shalHhave that has adopted any standard of valuation producing
greater aggregate reserves than those calculated according to the minimum standard hereir provided in this
section may, with the approval of the commissioner, adopt any lower standard of valuation but not lower

than the minimum herei-provided in this section. For the purposes of this section, the holding of additional

reserves previously determined by a qualified actuary to be necessary to render the opinion required in

subsection (4) mav not be considered to be the adoption of a higher standard of valuation.

(4) (a) Each life insurer doing business in this state shall annually submit the opinion of a qualified

actuary as to whether the reserves and related actuarial items _heid in support of the policies and contracts

specified by the commissioner by rule are computed appropriately, are based on assumptions that satisfy

contractual provisions, are consistent with prior reported amounts, and comply with applicable laws of this

state. The commissioner by rule shall define the specifics of this opinion and add any other items

considered necessary to its scope.

(b} Each life insurer, except as exempted by or pursuant to requlation, shall also annually include

-14 - HB 556
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in_the opinion required by subsection (4){a) an opinion of the same_gualified actuary as to whether the

reserves and related actuarial items_held in support of the palicies and contracts specified by the

commissioner by rule, when considered in light of the assets held by the insurer with respect to the

reserves and related actuarial items, including but not limited to the investment earnings on the assets and

the considerations anticipated to be received and retained under the policies and contracts, make adequate

provision for the insurer’s obligations under the policies and contracts, including but not limited to the

benefits under and expenses associated with the policies and contracts.

(¢} The commissioner may provide by rule for a transition period for establishing any higher

reserves that the qualified actuary may consider necessary in order to render the opiniaon required by this

subsection (4).

{d} Each opinion required by this subsection (4) must be governed by the following provisions:

{i} A memorandum, in form and substance acceptable to the commissioner as specified by rule,

must be prepared to support each actuarial opinion.

(i1} If the insurer fails to provide a supporting memorandum at the request of the commissioner

within_a period specified by rule or if the commissioner determines that-the supporting memorandum

provided by the insurer fails to meet the standards prescribed by the rules or is otherwise unacceptable to

the commissioner, the commissioner may engage a qualified actuary at the expense of the insurer to review

the opinion and the basis for the opinion and to prepare any supporting memorandum as is reguired by the

commissioner.

{iii) The opinion must be submitted with the annual statement reflecting the valuation of the reserve

liabilities for each yvear ending on or _after December 31, 1986 1996,

{iv) The opinion must apply to all business in force, including individual and group health insurance

plans, in form and substance acceptable to the commissioner as specified by rule.

{v) The opinigcn must be based on standards adopted from time to time by the actuarial standards

board and on additional standards as the commissioner may prescribe by rule.

{vi) In the case of an opinion required to be submitted by a foreign or alien insurer, the

commissioner may accept the opinion filed by that insurer with the insurance supervisory official of another

state if the commissioner determines that the opinion reasonably meets the requirements applicable to a

company domiciled in this stata.

(vii}] Except in cases of fraud or willful misconduct, the gqualified actuary is not liable for damages
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to any person, other than the insurer and the commissioner, for any act, error, omission, decision, or

conduct with respect to the actuary’s opinion.

(viii) Disciplinary action by the commissioner against the insurer or the qualified actuary must be

defined in rules by the commissioner.

(ix} Any memorandum in support of the opinion and any other material provided by the insurer to

the commissioner in connection with those items must be kept confidential by the commissioner, may not

be made public, and is subject to subpoena, other than for the purpose of defending an action seeking

damaqges from any person by reason of any action required by this subsection (4) or by rules promuigated

under this subsection {4). However, the memorandum or other material may otherwise be released by the

commissioner:

(A} with the written consent of the insurer; or

{B) 1o the American academy of actuaries upon request stating that the memorandum or other

material is required for the purpose of professional disciplinary proceedings and setting forth procedures

satisfactory to the commissioner for preserving the confidentiality of the memorandum or other material.

Once any portion of the confidential memorandum is cited by the insurer in its marketing, is cited before

any qovernmental agency other than a state insurance department, or is released by the insurer to the news

media, all portions of the confidential memorandum are no longer confidential.

{5} For purposes of this section, "qualified actuary” means a member in good standing of the

American academy of actuaries who meets the requirements set forth in_the academy’s rules.”

Section 14, Section 33-2-523, MCA, is amended to read:

"33-2-523. Contracts on or after the operative date of 33-20-213 -- valuation. {1} This seqtion
shall-apply applies to only those policies and contracts issued on or after the operative date of 33-20-213,
except as otherwise provided in 33-2-524 for graup annuity and pure endowment contracts issued prior
to that date.

(2) Except as otherwise provided in 33-2-524, and 33-2-525, and [section 76(2)], the minimum

standard for the valuation of all sueh the policies and contracts issued prior to October 1, 1995, shal must

be the standard provided by the laws in effect prior to October 1, 1995. Except as otherwise provided in

33-2-524, 33-2-525, and [section_76(2}], the minimum_standard for the valuation of all policies and

-contracts must be the commissioner’s reserve valuation methods defined in 33-2-525, ard 32-2-526(3);
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and {4), and [section 76], 5% interest for group annuity and pure endowment contracts, and 3 1/2%

interest for all other sueh policies and contracts or, in the case of life insurance policies and contracts other
than annuity and pure endowment contracts issued an or after March 17, 1973, 4% interest for sueh all

other policies issued prior to July 1, 1979, 5 1/2% interest for single-premium life insurance policies, and

4 1/2% interest for suelt ALL OTHER policies issued on or after July 1, 1972, and the following tables:

{a} for all ordinary policies of life insurance issued on the standard basis, excluding any disability
and accidental death benefits in sueh the policies;:

(i} the commissioner’s 1941 standard ordinary mortality table:

# for sweh policies issued prior to the operative date of 33-20-206, as amended, and the
commissioner’s 1958 standard ordinary mortality table for sweh policies issued on or after that operative
date but prior to January 1, 1989, except that for any category of such the policies issued on female risks,
modified net premiums and present values, referred to in 33-2-525 and 33-2-526, may be calculated, at
the option of the insurer, with the approval of the commissioner, according te an age younger than the
actual age of the insured; or

(i) for sueh policies issued on or after January 1, 1989:

(A) the commissioner’s 1980 standard ordinary mortality table;

(B} at the election of the company for any one or more specified plans of life insurance, the
commissioner’s 1980 standard ordinary mortality table with 10-year select mortality factors; or

(C) any ordinary mortality table adopted after 1980 by the national association of insurance
cammissioners that is approved by the commissioner by rule for use in determining the minimum standard
of valuation for sueh policies;

(b} for all industrial life insurance policies issued on the standard basis, excluding any disability and
accidental death benefits in sueh the policies, the 1941 standard industrial mortality tabie for sueh policies
issued prior 10 the operative date of 33-20-207—as-amended; and, for sueh policies issued on or after that
operative date, the commissioner’'s 1961 standard industrial mortality table or any industrial mortality table
adopted after 1980 hy the national association of insurance commissioners that is approved by the
commissioner by rule for use in determining the minimum standard of valuation for sweh the policies;

(c) for individual annuity and pure endowment contracts, excluding any disability and accidental
death benefits in sueh the policies, the 1937 standard annuity mortality table or, at the option of the

insurer, the annuity mortality table for 1949, ultimate, or any modification of either of these tables approved
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by the commissioner;

{d) for group annuity and pure endowment contracts, excluding any disability and accidental death
benefits in sueh the policies, the group annuity mortality table for 1951, any modification of sueh the table
approved by the commissioner, or, at the option of the insurer, any of the tables or modifications of tables
specified for individual annuity and pure endowment contracts;

(e) (1) for total and permanent disability benefits in or supplementary to ordinary poalicies or
contracts:

(A) for policies or contracts issued on or after January 1, 1966, the tables of period 2 disablement
rates and the 1930 to 1950 termination rates of the 1952 disability study of the society of actuaries, with
due regard to the type of benefit, or any tables of disablement rates and termination rates adopted after
1980 by the national association of insurance commissioners that are approved by the commissioner by
rule for use ir _2termining the minimum standard of valuation for sueh the policies;

(B) for policies or contracts issued on or after January 1, 1961, and prior to January 1, 1966,
either sueh the tables or, at the option of the insurer, the class 3 disability table {1928); and

{C) for policies issued prior to January 1, 1961, the class 3 disability table (1926);

(ii} any sueh table shall must, for active lives, be combined with a mortality table permitted for
calculating the reserves for life insurance paolicies;

{f} (i) for accidental death benefits in or supplementary to policies:

{A) for policies issued on or after January 1, 1966, the 1959 accidental death benefits table or any
accidental death benefits table adopted after 1980 by the national association of insurance commissioners
that is approved by the commissioner by rule for use in determining the minimum standard of valuation for
sueh the policies;

(B) for policies issued on or after January 1, 1961, and prior to January 1, 1966, either such table
or, at the option of the insurer, the intercompany double indemnity mortality table; and

(C) for policies issued prior to January 1, 1961, the intercompany double indemnity mortality table;

(ii) either table shall must be combined with a mortality table permitted for calculating the reserves
for life insurance policies;

{g) for group life insurance, life insurance issued on the substandard basis, and other special

benefits, sueh the tables as may be approved by the commissioner.”
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Section 15. Section 33-2-5625, MCA, is amended to read:
"33-2-525. Commissioner’s reserve valuation method. (1) Except as otherwise provided in

subsection (4) of this section, and 33-2-526(3) and (4), and [section 76(2]], reserves according to the

commissioner’s reserve valuation method, for the life insurance and endowment. benefits of policies
providing for a uniform amount of insurance and requiring the payment of uniform premiums, shal must
be the excess, if any, of the present value, at the date of valuation, of sueh future guaranteed benents
provided for by sgeh the policies, over the then present value of any future modified net premiums therefor,
The modified net premiums for any sueh policy shalt must be sueh the uniform percentage of the respective
contract premiums for saeh the benefits that the present value, at the date of issue of the policy, of all sueh
modified net premiums shall must be equal to the sum of the then present value of swek the benefits
provided for by the policy and the excess of (a) over (b), as follows:

{a) a net level annual premium equal to the present value, a! the date of issue, of sueh benefits
provided for after the first policy year, divided by the present value, at the date of issue of an annuity of
one per annum payable on the first and each subsequent anniversary of sweh the policy on which a
premium falls due;. prewided—hewever However, that-sueh the net level annual premium shalt may not
exceed the net level annual premium on the 19-year premium whole life plan for insurance of the same
amount at an age 1 year higher than the age at issue of such the policy;

(b} a net 1-year term premium for suek benefits provided for in the first policy year.

{2} (a) For ewery each life insurance policy issued on or after January 1, 1987, for which the
contract premium in the first policy year exceeds that of the second year, for which Re a comparable
additional benefit is not provided in the first year for sdeh the excess, and that provides an endowment
benefit, a cash surrender value, or a combination of both in an amount greater than sueh the excess
premium, the reserve according to the commissioner’'s reserve valuation method, as of any policy
anniversary occurring on or before the assumed ending date as the first policy anniversary on which the
sum of any endowment benefit and any cash surrender value then available is greater than sueh the excess
premium, is, except as otherwise provided in 33-2-526, the greater of the reserve as of saeh the policy
anniversary calculated as described in subsection (1) or the reserve as of swek the policy anniversary
calculated as described in subsection (1) with the following exceptions:

(i} the value defined in subsection (1){a) is reduced by 15% of the amount of sueh the excess

first-year premium;
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(i} all present values of benefits and premiums are determined without reference to premiums or
benefits provided for in the policy after the assumed ending date;

i} the policy is assumed to mature on sdeh the assumed ending date as an endowment; and

liv) the cash surrender value provided on sueh the assumed ending date is considered an
endowment benefit.

{b) In making the comparisons in subsection (2){a), the mortality and interest bases stated in
33-2-523 and 33-2-527 must be used.

{3) Reserves according to the commissioner’s reserve valuation method for the following shaH must
be calculated by a method consistent with the principles of this section, except that any extra premiums
charged because of impairments or special hazards shalt must be disregarded in the determination of
modified net premiums:

(a) life insurance policies providing for a varying amount of insurance or requiring the payment of
varying premiums; _

{b) group annuity and pure endowment contracts purchased under a retirement plan or plan of
deferred compensation, established or maintained by an employer, {including a partnership or sole
proprietorship}, or by an employee organization, or by both, ather than a plan providing individual retirement
accounts or individual retirement annuities under section 408 of the Internal Revenue Code, as rew-of
hereafter amended;

{c) disability and accidental death benefits in all policies and contracts; and

{d} al! other benefits, except life insurance and endowment benefits in life insurance policies and
benefits provided by all other annuity and pure endowment contracts.

{4) (a) Subsection {4)}(b) applies to any annuity and pure endowment contracts other than group
annuity and pure endowment contracts purchased under a retirement plan or plan of deferred compensation
established or maintained by an employer, {including a partnership or sole proprietorship}, or by an
employee organization, or by both, other than a plan providing individual retirement accounts or individual
retirement annuities under section 408 of the Internal Revenue Code, as rew-or-heraatter amended.

(b} Reserves according to the commissioner’s annuity reserve method far benefits under annuity
or pure endowment contracts, excluding any disability and accidental death benefits in sueh the contracts,
shall must be the greatest of the respective excesses of the present values, at the date of valuation, of the

future guaranteed benefits, including guaranteed nonforfeiture benefits, provided for by sueh the contracts
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at the end of each respective contract year, over the present value, at the date of valuation, of any future
valuation considerations derived from future gross considerations required by the terms of sueh the contract
that become payable prior to the end of sueh the respective contract year. The future guaranteed benefits
shall must be determined by using the mortality table, if any, and the interest rate or rates specified in sueh
the contracts for determining guaranteed benefits. The valuation considerations are the portions of the
respective gross considerations applied under the terms of sueh the contracts to determine nonforfeiture

values."

Section 16. Section 33-2-526, MCA, is amended to read:
"33-2-526. Limits -- options -- minimum reserves. (1) tre-eventshallar Aninsurer’s aggregate

reserves for all life insurance policies, excluding disability and accidental death benefits issued on or after

October 1, 1995, may net be less than the aggregate reserves calculated in accordance with the methods

set forth in 33-2-525, anrd subsection (3) of this section, [section 76({2}] and the mortality table or tables

and rate or rates of interest used in calculating nonforfeiture benefits for sueh the policies.

(2) Reserves for all policies and contracts issued prior to October 1, 1995, may be calculated, at

the option of the insurer, accarding to standards that produce greater aggregate reserves for thgse policies

and contracts than the minimum reserves required by the laws in effect immediately prior to October 1,

1995. Reserves for any category of policies, contracts, or benefits as established by the commissicner,

issued on or_after October 1, 1995, may be calculated at the option of the insurer according to any

standards which produce greater aggregate reserves for sueh g category than those calculated according
to the minimum standard herein provided in this section, but the rate or rates of interest used for policies
and contracts, other than annuity and pure endowment contracts, shkalt may not be higher than the
corresponding rate or rates of interest used in caiculating any nonforfeiture benefits provided for therein
a category.

{3) If in any contract year the gross premium charged by any life insurer on any policy or contract
is less than the valuation net premium for the policy or contract calculated by the method used in
calculating the reserve thereen on _the policy or contract but using the minimum valuation standards of
mortality and rate of interest, the minimum reserve required for sueh the policy or contract shalt must be
the greater of either the reserve calculated according to the mortality table, rate of interest, and method

actually used for sieh the policy or contract or the reserve calculated by the method actually used for sueh
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the policy or contract but using the minimum standards of maortality and rate of interest and replacing the
valuation net premium by the actual gross premium in each contract year for which the valuation net
premium exceeds the actual gross premium. The minimum valuation standards of mortality and rate of
interest referred to in this section are those standards stated in 33-2-524 and 33-2-527.

{(4) For every life insurance policy issued after December 30, 12886, for which the gross premium
in the first policy year exceeds that of the second year, for which re a comparable additional benefit is not
provided in the first year for sueh an excess, and that provides an endowment benefit, a cash surrender
value, or a combination of both in an amount greater than sueh the excess premium, subsections (1)
through {3) of this section must be applied as if the method actually used in calculating the reserve for sueh
the policy were the method described in 33-2-525{1}. The minimum reserve at each policy anniversary of
sueh-a the policy must be the greater of the minimum reserve caiculated in accordance with 33-2-525 and

the minimum reserve calculated in accordance with this section."”

Saction 17. Section 33-2-528, MCA, is amended to read:
"33-2-528. Interest rate weighting factor. (1} The weighting factors referred to in the formulas

stated in 33-2-527 are as follows:

{a) (i) for life insurance:
Guarantee Duration in Years Weighting
Factors
10 or less .50
More than 10 but not more than 20 45
More than 20 .35

{ii} for life insurance, the guarantee duration is the maximum number of years the life insurance can
remain in force on a basis guaranteed in the policy or under options to convert to plans of life insurance
with premium rates or nonforfeiture values, or both, that are guaranteed in the original policy;

{b) .80 for single premium immediate annuities and for annuity benefits involving life contingencies
arising from other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options;

{c) far other annuities and for guaranteed interest contracts, except as stated in subsection (1)(b),

according to the guarantee duration established in subseetion+{2} subsections {1){c) (i) through {1}{c}{iii} and
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the #ype-efplan rules and definitions established in established in subseetion subsections (2), (3), and (4):

(i} for annuities and guaranteed interest contracts valued on an issue year basis:
Guarantee Duration in Years Weighting Factor

for Plan Type

A B c
5 or less .80 .60 .50
Mare than 5 but not more than 10 .75 .60 .50
Maore than 10 but not more than 20 .65 .50 .45
More than 20 .45 .35 .35
Plan Type

(i) A B C
for annuities and guaranteed interest contracts valued on a

change-in-fund basis, the factors shown in subsection (1){(c}{i)

increased by: .15 .25 .05

Plan Type

{iii) A B C
for annuities and guaranteed interest contracts valued on

an issue vear basis, fother than those with—re without cash

settiement options}, that do not guarantee interest on

considerations received more than 1 year after issue or purchase

and for annuities and guaranteed interest contracts valued on a

change-in-fund basis that do not guarantee interest rates on

considerations received more than 12 months beyond the valuation

date, the factors set forth in subsection (1){(c)(i) or derived in

subsection (1){c)(ii} increased by: .05 .05 .05

{2) For other annuities with cash settiement aptions and guaranteed interest contracts with cash

settiement options, the guarantee duration is the number of years for which the contract guarantees interest

rates in excess of the calendar year statutory valuation interest rate for life insurance policies with

guarantee duration in excess of 20 years. For other annuities with-re without cash settlement options and

for guaranteed interest contracts wih-re without cash settlement options, the guarantee duration is the
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number of years from the date of issue or date of purchase to the date annuity benefits are scheduled to
commence.

{3) Plan types used in subsection (1){c) are:

{a) Plan Type A--No withdrawal is permitted ar at any time policyholder may withdraw funds only:

{it with an adjustment to reflect changes in interest rates or asset values since receipt of the funds
by the insurance company;

(i) without sueh an adjustment but in installments over 5 years or more; or

(iiiy as an immediate life annuity.

(b) Plan Type B--{i) Before expiration of the interest rate guarantee, no withdrawal is permitted or
a policyholder may withdraw funds only:

(A) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds

" by the insurance company;

(B) without sweh an adjustment but in installments over 5 years or more.

(i) At the end of the interest rate guarantee, funds may be withdrawn without sgeh an adjustment
in a single sum or installments over less than b years.

(c} Plan Type C--A policyholder may withdraw funds before expiration of the interest rate guarantee
in a single sum or installments over less than b years either:

(i) without adjustment to reflect changes in interest rates or asset values since receipt of the funds
by the insurance company; or

(i} subject only to a fixed surrender charge stipulated in the contract as a percentage of the fund.

(4) (a) An insurer may elect to value guaranteed interest contracts with cash settiement options
and annuities with cash settlement options on either an issue year basis or on a change-in-fund basis.

Guaranteed interest contracts with-re without cash settlement options and other annuities with-Re without

cash settlement options must be valued on an issue year basis.

{(b) As used in subsection (4):

(i} issue year basis of valuation is a valuation basis under which the interest rate used to determine
the minimum valuation standard for the entire duration of the annuity or guaranteed interest contract is the
calendar year valuation interest rate for the year of issue or year of purchase of the annuity or guaranteed
interest contract; and

(i} change-in-fund basis of valuation is a valuation basis under which the interest rate used to
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determine the minimum valuation standard applicable to each change in the fund held under the annuity

or guaranteed interest contract is the calendar year valuation interest rate for the year of the change in the

fund.”

Section 18. Section 33-2-529, MCA, is amended to read:

"33-2-629. Reference interest rate. (1) The reference interest rate referred to in the formulas in
33-2-527 is:

{a) for all life insurance, the lesser of the average over a period of 36 months and the average over
a period of 12 months, ending on June 30 of the calendar year next preceding the year of issue, of
Moody's eerperate-bonrd-yieldaverage— monthly average eerpoerates composite yield on seasoned corporate
bonds:

{b) for single-premium immediate annuities and for anr..:ty benefits involving life contingencies
arising from other annuities with cash settlement aoptions and guaranteed interest contracts with cash
settlement cptions, the average over a period of 12 months, ending on June 30 of the calendar year of

issue or purchase, of Moody’s esrperate-bend-yieldaverage— monthly average eerperates composite yield

on seasoned corporate bonds;

(c) for other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options valued on a year-of-issue basis, except as stated in subsection (1)(b), with guarantee
duration in excess of 10 years, the lesser of the average over a period of 36 months and the average over
a period of 12 months, ending on June 30 of the calendar year of issue ar purchase, of Moody's eerperate

bend-yield-average— monthly average eerperates composite vield on seasoned corporate bonds;

{d} for other annuities with cash settlement options and guaranteed interest contracts with cash
settlement options valued on a year-of-issue basis, except as stated in subsection {1}(b}, with guarantee
duration of 10 years or less, the average over a period of 12 months, ending on June 30 of the calendar
vear of issue or purchase, of Moody’'s eorperate—bend—yield—average— monthly average eerporates

caomposite yield on seasoned corporate bonds;

(e} for other annuities with—pe without cash settlement options and for guaranteed interest

cantracts wih-re without cash settlement options, the average over a period of 12 months, ending on June

30 of the calendar year of issue or purchase, of Moody’s eerperate-bend-yietdaverage— monthly average

corporates composite vietd on seasoned corporate bonds: or
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{f} tor other annuities with cash settlement options and guaranteed interest contracts with cash
settlement aptions valued on a change-in-fund basis, except as stated in subsection (1){b}, the average over
a period of 12 months, ending on June 30 of the calendar year of the change in the fund, of Moody’'s
corperate-bond-yield-average-- monthly average corperates composite vield gn seasoned corpgrate bonds.

(2) If Moody's cerparate—bond-yield—average— monthly average eerperates composite vield on
seasoned corporate bonds is no ionger published by Moody's investors service, inc., or if the national

association of insurance commissioners determines that Moody's eerperatebend-yield-average—monthly

average eerporates composite yield on seasoned corporate bonds, as published by Moody's investors

service, inc., is no longer appropriate for the determination of the reference interest rate, then an alternative
method for determination of the reference interest rate adopted by the national association of insurance

commissioners and approved by rule promulgated by the commissioner may be substituted.”

Section 19. Section 33-2-531, MCA, is amended to read:

"33-2-631. Deposit of reserves -- domestic life insurers. (1} Domestic life insurers shall deposit
and maintain on deposit, in securities and assets, with depositaries and subject to conditions as provided
for in part 6 of this chapter, an amount not less than the reserves on its outstanding life insurance policies

and annuity contracts, as valued under 33-2-521 through 33-2-526, minus policy loans.

(2) Annually on or before April 1, the insurer shall se deposit any additional sueh securities or

assets required under subsection {1} and related to the increase of sueh the reserves, minus policy loans,

during the calendar year next preceding, as determined from the insurer’s annual statement as at December
31 of sueh the preceding year.

{3} .A domestic stock life insurer may credit toward sueb the deposit the amount of any other
deposit of the insurer held under part 6 of this chapter for the protection of its policyholders or of its
policyhoiders and creditors.

(4) Deposits of the reserves of a domestic life insurer under this section shall must consist of
securities and assets acquired and valued in accordance with parts 5 and 8 of this chapter.

(6} Real estate mortgage loans; and chattel mortgage loans—and-poliey-tearns may be made a part
of the deposit by filing a verified statement of the loans with the commissioner—whieh-statement-shal-be.

The statement is subject to audit at all times by the commissioner. Nonnegotiable securities where

deposited with the commissioner shalt must be accompanied by transfer powers in due form. If the insurer
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uses real estate acquired under 33-2-832 as a deposit, then a deed of trust, mortgage, or other instrument
sufficient to convey a security interest in saeh the real estate, in a form acceptable to the commissioner,
shall must be completed in due form and recorded prior to being deposited with the commissioner.

{6) If default occurs in the payment of interest or principal of any deposited security and sueh the
default continues for a period of 120 days, the commissioner may declare sueh the security no longer

eligible for deposit under this section.”

Section 20. Section 33-2-701, MCA, is amended to read:

"33-2-701. Annual statement -- revocation or fine for failure to file -- penalty for perjury. (1) Each
authorized insurer shall annually on or before March 1 file with the commissioner a full and true statement
of its financial condition, transactions, and affairs as of the preceding December 31 preceding. The
statement must be in the general form and context as is required or not disapproved by the commissioner,
as is in current use for similar reports to states in general with respect to the type of insurer and kinds of
insurance to be reported upon, and as supplemented for additional information required by the
commissioner. The statement must be completed in accordance with the annual statement instructions and
the accounting practices and procedures manual of the national association of insurance commissioners.
The statement must be accompanied by an actuarial opinion attesting to the adequacy of the insurer’s
reserves. The statement must be verified by the oath of the insurer’s president or vice-president and
secretary or, if a reciprocal insurer, by the oath of the attorney-in-fact or its like officers if a corporation.
The commissioner may waive the verification under oath. |

(2} {a) Each domestic insurer shall file electronic diskette versions of its annual and quarterly

financial statements with the national association of insurance commissigners. The filing date for

submission_of the annual statement diskette is March 1. The filing dates for the quarterly statement

diskettes are as follows:

(i the first calendar guarter filing is due May 15;

(ii) the second calendar quarter filing is due August 15: and

{iii) the third calendar quarter filing is due November 15.

(b} _The_commissioner may exempt insurers that operate only_in _Montana from these filing

requirements.

23] The statement of an alien insurer must reiate only to its transactions and affairs in the United
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States unless the commissioner requires otherwise. If the commissioner requires a statement as to an alien
insurer's affairs throughout the world, the insurer shall file the statement with the commissioner as soon
as reasonably possible. The statement must be verified by the insurer's United States manager or other
authorized officer.

{3}{4) The commissioner may refuse to accept the fee for continuance of the insurer’s certificate
of authority, as pravided in 33-2-117, or may suspend or revoke the certificate of authority of any insurer
failing to file its annual statement when due or within an extension of time that the commissioner may
grant.

{43{5) Any director, officer or insurance preducer, or employee of any company who subscribes
to, makes, or concurs in making or publishing any annual statement or any other statement required by law

knowing that the same-to-contain statement contains any material statement which is false shall be

punished by a fine of not more than $1,000.

4B}{6) At time of filing, the insurer shall pay to the commissioner the fee for filing its statement as
prescribed in 33-2-708.

{8}{7) The commissioner may impose a fine not to exceed $100 a day for each day after March
1 that an insurer fails to file the annual statement referred to in subsection (1). The fine may not exceed

a maximum of $1,000.”

Section 21. Section 33-2-705, MCA, is amended to read:

“33.2-705. Report on premiums and other consideration -- tax. (1) Each authorized insurer and
each formerly autharized insurer with respect to premiums received while an authorized insurer in this state
shall file with the commissioner, on or before March 1 each year, a report in a form prescribed by the
commissioner showing total direct premium income, including pelicy, membership, and 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 instaliments, 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

property, subjects, or risks in Montana insured under policies or contracts covering property, subjects, or

_28 - HB 556

ZK |m:ntana Legisiative Council



54th Legislature HBO556.02

(S B - N S B ]

]

11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

risks located or resident in more than one state, after deducting from 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 the policies. As to title insurance, "premium" includes the
total charge for the insurance. A deduction may not be made of the cash surrender values of policies.
Considerations received on annuity contracts may not be included in total direct premium income and are
not subject 1o tax.

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

{3) That portion of the tax paid under this section by an insurer on account of premiums received

for fire insurance must be separately specified in the report as required by the caommissioner, for

apportionment as provided by law. When insurance against fire is included with insurance of property
against other perils at an undivided premium, the insurer shall make a reasonable allocation from the entire
premium to the fire portion of the coverage as must be stated in the report and as may be approved or
accepted by the commissioner.

{4) With respect to authorized insurers, the premium tax provided by this section must be payment
in full and in lieu of all 6ther demands for any and all state, county, city, district, municipal, and school
taxes, licenses, fees, and excises of whatever kind or character, excepting only those prescribed by this
code, taxes on real and tangible personal property located in this state, and taxes payable under 50-3-109.

(5) The commissioner may suspend or revoke the certificate of authority of any insurer whieh that
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 10 pay the tax required under this section a fine of $100 plus interest on the delinquent

amount at the annual interest rate estabhshed-ir—3+3107 of 12%.

(7Y The commissioner may by rule provide a guarterly schedule for payment of portions of the

premium tax under this section during the year in which tax liability is accrued.”

Section 22. 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
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collect in-advaree and the persons served shall pay to the commissioner the following fees:

{a) certificates of authority:

{iy for filing applications for original certificates of autharity, articles of incorporation, texcept
original articles of incorporation of domestic ins:-rers as provided in subsection (1}{b}}, and other charter
documents, bylaws, financial statement, examination report, power of attorney to the commissioner, and
all other docurnents and filings required in connection with the application and for issuance of an original
certificate of authority, if issued:

{A) dOMESTIC INSUTBIS . . . . v it it v e et e e e e e e e e e e e $ 600.00

(B) foreign insurers . . .. .. o e e 600.C0
(i) annual continuation of certificate of autharity .. .. ... . ... ... .. .......... 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 . . .. ... ... .. . . . . . e 20.00

(i} filing amendment of articles of incorporation, damestic and foreign insurers, exclusive of fees
required to be paid to the secretary of state by a domestic corparation ................ 25.00

{c) filing bytaws or amendment to bylaws whenrequired .................... 10.00

{d) filing annual statement of insurer, other than as part of application for original certificate ot

AULROTIY L e e e e e e e e e e e e e e 25.00

{e) insurance producer’s license:

(i} application for coriginal license, including issuance of license, if issued ......... 15.00
{ii} appointment of insurance producer, each insurer, electronically filed .......... 10.00
(ili) appointment of insurance producer, each insurer, nonelectronically filed ....... 15.00
(ivi temporary lICenSe . . . . . . e e 15.00

(v} amendment of license, {excluding additions to license}, or reissuance of master license15.00
(vi) termination of insurance producer, each insurer, electronically filed ... ....... 10.00
{vii} termination of insurance producer, each insurer, nonelectronically filed . ....... 15.00
{f} nonresident insurance producer’s license:

(i} application for original license, including issuance of license, ifissued ......... 100.00
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{ii} appointment of insurance producer, each insurer, electronically filed .......... 10.00
{ifi) appointment of insurance producer, each insurer, nonelectronically filed ....... 15.00
(ivl annual renewal of liICENSE . . . . . . . . i i i e e e e e e 10.00

{vi amendment of license, {excluding additions to license}, or reissuance of master license15.00
{vi) termination of insurance producer, each insurer, electronically filed . ......... 10.00
(vii) termination of insurance producer, each insurer, nonelectronically filed . .. ... .. 15.00

{gl examination, if administered by the commissioner, for license as insurance producer, each

EXAMINAN O .ttt e e e e e e e e e e e e e e e e e e 15.00

(hy surplus lines insurance producer license:
{i) application for original license and for issuance of license, if issued ........... 50.00
(i) annual renewal of license . ....... ... ... .. ... . i 50.00

(i) adjuster’s license:

{i) application for original license and for issuance of license, ifissued . .......... 15.00
(i) annual renewal of lICENSE . . .. . . . 0 e e e 15.00
{j) insurance vending machine license, each machine, eachyear ............. .. 10.00

{k}] motor club representative’s license:

(i) application for original license and issuance of license, ifissued .............. 15.00

(i) ennual renewal 0f CBNSE . . . o i vttt i e e e e e e 16.00

Ha(l) commissioner’s certificate under seal, {except when on certificates of authority or

o= o == S 10.00

HHm) copies of documents on file in the commissioner’s office, perpage . ........ .50
+nHn) policy forms:
(i) filing each policy form . . . .. .. .. . e e 25.00

(ii) filing each application, certificate, enroliment form, rider, endorsement, amendment, insert page,

schedule of rates, and clarification of risks . .......... ... .. L o oL 10.00

(i} maximum charge if policy and all forms submitted at one time or resubmitted for approval within

180 days, provided that all additional forms relate to the same policy . ................ 100.00

o) applications for approval of prelicensing education courses:
(i) reviewing initial application . . ... ... .. e e e e 150.00

(i) PeriodiC TOVIBW L . e e e e e e e e e 50.00
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{2) The commissioner shall establish by rule fees commensurate with costs for filing documents
and conducting the course reviews required by 33-17-1204 and 33-17-1205.

{3} The commissioner shall establish by rule an annual accreditation fee to be paid by each
domestic and foreign insurer when it submits a fee for annual continuation of its certificate of authority:

(4)(a} Except as provided in subsection (4){b}, the commissioner shall promptly deposit with the
state treasurer to the credit of the general fund efthis-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 the commissioner pursuant to Title 33 and the rules adopted under Title 33, except
that all fees for filing documents and conducting the course reviews required by 33-17-1204 and
33-17-1205 must be deposited in the state special revenue fund pursuant to 33-17-1207.

(b} The accreditation fee required by subsection (3) must be turned over promptly to the state
treasurer who shall deposit the money in the state special revenue fund to the credit of the commissioner’s
office. The accreditation fee funds must be used only to pay the expenses of the commissioner’s office in
discharging the administrative and regulatory duties that are required to meet the minimum financial
regulatory standards established by the national assoctation of insurance commissioners, subject to the
applicable laws relating to the appropriation of state funds and to the deposit and expenditure of money.
The commissioner is responsible for the proper expenditure of the accreditation money.

{5} All fees are considered fully earned when received. In the event of averpayment, only those

amounts in excess of $10 will be refunded.”

Section 23. Section 33-2-803, MCA, is amended to read:

"33-2-803. General qualifications of investments. (1) Ne A security or investment, other than real
and personal property acquired under 33-2-832, shal-be is not eligible for acquisition unless it is interest
bearing or interest accruing or dividend or income paying, if not then in default in any respect, and the
insurer is entitled to receive for its exclusive account and benefit the interest or income accruing thereon

on_the security or_investment. However, up to 3% of a company’s total assets may be invested in

nondividend-paying common stock as described in 33-2-820.

(2} Ne A security or investment shalbe is not eligible for purchase at a price above its market

value.

(3) Ne A provision of this part shall may not prohibit the acquisition by an insurer of other or
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additional securities or property if received as a dividend or as a lawful distribution of assets or under a
lawful and bona fide agreement of bulk reinsurance, merger, or consolidation. Any investment se acquired
which that is not otherwise eligible under this part shalt must be disposed of pursuant to 33-2-842 if

personal property or securities or pursuant to 33-2-841 if real property.”

Section 24. Section 33-2-806, MCA, is amended to read:

"33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets
categories of investments only within applicable limits as follows:

(1} An insurer shalt may not, except with the consent of the commissioner, have at any one time
any combination of investments in or loans upon the security of the obligations, property, or securities of
any one person or insurer aggregating an amount exceeding 5 % of the insurer’s assets. This restriction shak
does not apply as to general obligations of the United States of America or of any state or include policy
loans made under 33-2-825.

{2) An insurer shalt may not invest in or hold at any one time more than 10% of the outstanding
voting stock of any corporation, except with the consent of the commissioner given with respect to voting
rights of preference stock during default of dividends. This provision does not apply as to stock of a
wholly-owned subsidiary of the insurer or to controlling stock of an insurer acquired under 33-2-821.

{3} An insurer, other than title insurer, shall invest and maintain invested funds not less in amount
than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like
kinds of insurance, only in cash and the securities provided for under the following sections: 33-2-811(1),
33-2-812, and 33-2-830.

{4) A life insurer shall also invest and keep invested its funds in an amount not less than the
reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, epddterthe in securities,in both cash and securities, or in investments provided for under 33-2-531.

(5) Except with the commissioner’s consent, an insurer shald may not have invested at any one
time more than 20% of its assets in the class of securities described in 33-2-818, exclusive of obligations
of public utilities.

{6) An insurer may not invest and have invested at any one time in aggregate amount #et more
than 309% 15% of its assets in all stocks under 33-2-820 and 33-2-821. Determination of the amount

whieh that an insurer has invested in common stocks for the purposes of this provision shal must be based
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on the cost of sweh the stocks to the insurer. This provisian sha# does not apply as to stock of a controlled
or subsidiary insurance corporation or other corporations under 33-2-821 and 33-2-822.

{7) Except with the commissioner's consent, an insurer may not have invested at any one time
more than 5% of its assets in securities allowed under 33-2-824.

{8) Except with the commissioner’s consent, an insurer shall may not have invested at any one
time more than 10% of its assets in the class of securities described in any one of the following sections:
33-2-814, 33-2-819, and 33-2-823.

{9) Limits as tc investments in the category of real estate shall be as provided in 33-2-832. Other

specitic limits shall apply as stated in the sections dealing with other respective kinds of investments.”

Section 25. Section 33-2-820, MCA, is amended 1o read:
"33-2-820. Common stocks. An insurer may invest in nonassessable common stocks, other than
insurance stocks, of any salvent corporation existing under the laws of the United States of America ar of

Canada or

Section 26. Section 33-2-1111, MCA, is amended to read:

"33-2-1111. Registration of insurers -- requisites -- termination. (1) Every An insurer which—is
authorized to do business in this state and-whieh that is a member of an insurance holding company system
shall register with the commissioner, except that a foreign insurer subject to disclosure requirements and

standards adopted by statute or regulation in the jurisdiction of its domicile whieh that are substantiaily

similar to those contained in this section is not required to register. Any insurer whieh—is subject to
registration under this section shall register within 15 days after #—beeomes becoming subject to
registration, uniess the commissioner for good cause shewn extends the time for registration,aad-then

within-the-extended-time. The commissioner may require any authorized insurer whieh that is a member
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of a holding company system whiech that is not subject to registration under this section to furnish a copy
of the registration statement or other information filed by the insurance company with the insurance

regulatory authority ef-demieiiary in the jurisdiction where the company is domiciled.

(2) Every An insurer subject to registration shall file with the commissianer, on or before April 30
each year, a registration statement on a form provided by the commissioner,—whieh that must contain
current information about:

(a) the capital structure, general financial condition, ownership, and management of the insurer and
any person controlling the insurer;

{b) the identity of every member of the insurance holding company system;

(c) thefollowingagreementsinfereer existing relationships subsisting, and transactions currently

outstanding between the insurer and its affiliates, and the following agreements that are in_force:

(i) loans, other investments, or purchases, sales, or exchanges of securities of the affiliates by the
insurer or of the insurer by its affiliates;

{ii} purchases, sales, or exchanges of assets;

{ii) transactions not in the ordinary course of business;

{iv} guaranties or undertakings for the benefit of an affiliate whieh that result in an actual
cantingent expasure of the insurer’s assets to liability, other than insurance contracts entered into in the
ordinary course of the insurer’s business;

{vi a¥ management and service contracts and al cost-sharing arrangements—ether—than—cest

{vi) reinsurance agreements covering all or substantially ail of one or more lines of insurance of the
ceding company;

{vii) dividends and other distributions to shareholders; and

(viii} consolidated tax allocation agreements;

(d) anmy a pledge of the insurer’s stock, including stock of a subsidiary or controlling affiliate for a
loan made to a member of the insurance holding company system;

{e} all matters concerning transactions between registered insurers and any affiliates as may be
included from time to time in any registration forms adopted or approved by the commissioner.

{3) A registration statement must contain a summary outlining each item in the current registration

statement that represents a change from the prior registration statement.
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(4) Information need not be disclosed on the registration statement filed pursuant to subsection
{2} if the information is not material for the purposes of this section. Unless the commissioner by rule or
order provides otherwise, sales, purchases, exchanges, loans or extensions of credit, or investments
involving 1/2 of 1% or less of an insurer's admitted assets as ¢f the prior December 31 pext-proceding are
not material for purposes of this section.

{5} A person within an insurance holding company system subject to registration shall provide
complete and accurate information to an insurer if the information is reasonably necessary to enable the
insurer to comply with Title 33, chapter 2, part 11.

{6} Each registered insurer shall keep current the information required to be disclosed in its
registration statement by reporting all material changes or additions on amendment forms provided by the
commissioner within 15 days after the end of the month in which it learns of each change or addition.

{7} The commissioner shall terminate the registration of any insurer whieh that demonstrates that
it no longer is a member of an insurance holding company system.

(8) The caommmissioner may require or allow two or more affiliated insurers subject to registration
under this section to file a consclidated registration statement or consolidated reports amending their
consolidated registration statement or their individual registration statements.

{9} The commissioner may allow an insurer wdieh that is autheorized to do business in this state
and whieh that is part of an insurance holding company system to register on behalf of any affiliated insurer
which is required to register under subsection (1} and to file all information and material required to be filed

under this section.”

Section 27. Section 33-2-1201, MCA, is amended to read:

"33-2-1201. Limit of risk. (1) Aninsurer may not retain any risk on any one subject of insurance,
whether located or to be performed in this state or elsewhere, in an amount exceeding 10% of its surplus
to policyholders.

{2} A "subject of insurance” for the purposes of this section, as to insurance against fire and
hazards other than windstorm, earthquake, or ather catastrophe hazards, includes all properties insured by
the same insurer which are customarily considered by underwriters to be subject to loss or damage from
the same fire or the same occurrence of the other hazard insured against.

{3) Reinsurance ceded as autherized by this part must be deducted in determining risk retained.
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As to surety risks, deduction must also be made of the amount assumed by any established incorporated
cosurety and the value of any security deposited, pledged, or held subject to the surety’s consent and for
the surety’s protection.

(4) As to alien insurers, this section only relates to risks and surplus to policyholders of the
insurer's United States branch.

(5) "Surplus to policyhalders™ for the purposes of this section, in addition to the insurer’s capital
and surplus, is considered to include any voluntary reserves which are not required pursuant to law and
are determined from the last sworn statement of the insurer on file with the commissiconer or by the last
report of examination of the insurer, whichever is the more recent at time of assumption of risk.

{6) This section does not apply to life or disability insurance, title insurance, insurance of wet
marine and transportation risks, workers’ compensation insurance, employer’s lability coverages,
sprirklered—risks; or any policy or type of coverage as to which the maximum possible loss to the insurer

is not readily ascertainable on issuance of the palicy.”

Section 28. Section 33-2-1216, MCA, is amended to read:

"33-2-1216. Credit allowed domestic ceding insurer. (1) Credit for reinsurance is allowed to a
domestic ceding insurer as either an asset or a deduction from liability on account of reinsurance ceded only
when the reinsurer meets the requirements of subsection (2}, (3}, (4), (5}, or (B). If the requirements of
subsection {4) or {5} are met, the requirements of subsection (7) must also be met.

(2} Credit must be allowed when the reinsurance is ceded to an assuming insurer that is licensed
to transact insurance or reinsurance in this state.

{3} Credit must be allowed when the reinsurance is ceded to an assuming insurer that is accredited
as a reinsurer in this state. Credit may not be allowed a domestic ceding insurer if the assuming insurer’'s
accreditation has been revoked by the commissioner after notice and heéring. An accredited reinsurer is
one that:

(a) files with the commissioner evidence of its submission to this state’s jurisdiction;

(b} submits to this state’s authority to examine its books and records;

{c} is licensed to transact insurance or reinsurance in at least one state or, in the case of a United
States branch aof an alien assuming insurer, is entered through and licensed to transact insurance or

reinsurance in at least one state;
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(d) files annually with the commissioner a copy of its annual statement filed with the insurance
department of its state ot domicile and a copy of its most recent audited financial statement and either:

(i) maintains a surplus with regard to policyholders in an amount that is not less than $20 million
and whose accreditation has not been denied by the commissioner within 90 days of its submissioﬁ; ar

(i) maintains a surplus with regard to policyholders in an amount less than $20 million and whaose
accreditation has been approved by the commissioner.

{4) (a) Subject to subsection (4)(b}, credit must be allowed when:

(i) the reinsurance is ceded to an assuming insurer that is domiciled and licensed in or, in the case
of a United States branch of an alien assuming insurer, is entered through a state that employs standards
regarding credit for reinsurance substantially similar to those applicable under this statute; and

(i) the assuming insurer or the United States branch of an alien assuming insurer:

(A) maintains a surplus with regard to policyholders in an amount not less than $20 million; and

(B} submits to the authority of this state to examine its books and records.

(b} The requirement of subsection (4){a)li) does not apply to reinsurance ceded and assumed
pursuant to pooling arrangements among insurers in the same holding company system.

(5) (a} Credit must be allowed when the reinsurance is ceded to an assuming insurer that maintains
a trust fund in a qualified United States financial institution for the payment of the valid claims of its United
States policyholders and ceding insurers and their assigns and successors in interest. The assuming insurer
shalt report annually to the commissioner information substantially the same as that required to be reported
on the NAIC annual statement form by licensed insurers to enable the commissioner to determine the
sufficiency of the trust fund. |

(b) (i} In the case of a single assuming insurer, the trust must consist of a trusteed account
representing the assuming insurer’s liabilities attributable 10 business written in the United States, and in
addition, the assuming insurer shall maintain a surplus with the trustee of not less than $20 million.

{ii) In the case of a group, et including incorporated and individual unincorporated underwriters,

the trust must consist of a trusteed account representing the group’s liabilities attributable to business
written in the United States, and in addition, the group shall maintain a surplus with the trustee of which
$100 million must be held jointly for the benefit of United States ceding insurers of any member of the
group.

{iii) The incorporated members of the group, as group members, may not be engaged in a business
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other than underwriting as members of the group and are subject to tha same level of solvency requlation

and control by the insurance regulator as the unincorporated members. The group shall make available to

the commissioner an annual certification of the solvency of each underwriter by the group s—domiciliary

insurance regulator and the independent public accountants in the jurisdiction where the underwriter is

domiciled and-Hs-rdependent-public-accountants.

44Hiv) In the case of a group of incorporated insurers under common administration:

(A} the provisions of subsection {6HbHiiHB} (5](b)(iv)(B) applys to the group that:

() complies with the reporting requirements contained in subsection (5){a);

{Ih has continuously transacted an insurance business outside the United States for at least 3 years
immediately prior to making application for accreditation;

{111} submits to this state’s authority to examine its books and records and bears the expense of the
examinaticn; and

(IV} has aggregate policyholders’ surplus of $10 billion;

(B) (1) the trust must be in an amount equal to the group’s several liabilities attributable to business
ceded by United States ceding insurers to any member of the group pursuant to reinsurance contracts
issued in the name of the group;

(1) the group shall maintain a joint surplus with a trustee of which $100 million is held jointly for
the benefit of United States ceding insurers of any member of the group as additional security for any
liabilities; and

(l1l) each member of the group shall make avaifabte to the commissioner an annual certification of

the member’s solvency by the mem Fricil : H5—i IH—a660Y

insurance requlator and the independent public accountants in the jurisdiction where the underwriter is

domiciled.

(¢) The trust must be established in a form approved by the commissioner. The trust instrument
must provide that contested claims are valid and enforceable upon the fina! order of any court of competent
jurisdiction in the United States. The trust must vest legal title to its assets in the trustees of the trust for
its United States policyholders and ceding insurers and their assigns and successors in interest. The trust
and the assuming insurer are subject to examination as determined by the commissioner. The trust
described in this subsection (¢) must remain in effect for as long as the assuming insurer hasbutstanding

obligations due under the reinsurance agreements subject to the trust,
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(d) No later than February 28 of each year, the trustees of the trust shall report to the
commissianer in writing setting forth the balance of the trust and listing the trust’s investments at the end
of the preceding year. The trustees shall certify the date of termination of the trust, if planned, or certify
that the trust may not expire prior to the following December 31.

(6) Credit must be allowed when the reinsurance is ceded 10 an assuming insurer that does not
meet the requirements of subsection (2), (3), (4], or (5) but only with respect to the insurance of risks
jocated in a jurisdiction in which the reinsurance is required by applicable law or regulation of that
jurisdiction.

{7) {(a}) If the assuming insurer is not licensed or accredited to transact insurance or reinsurance in
this state, the credit permitted by subsections (4) and (5) may not be atlowed unless the assuming insurer
agrees in the reinsurance agreements:

(i} thatin the event of the failure of the assuming insurer to perform its obligations under the terms
of the reinsurance agreement, the assuming insurer, at the request of the ceding insurer, will:

{A) submit to the jurisdiction of any court of competent jurisdiction in any state of the United
States;

(B} comply with all requirements necessary to give the court jurisdiction; and

{C) abide by the final decision of the court or of any appellate court in the event of an appeal; and

(i} to designate the commissioner or a designated attorney as its attorney upon whom may be
served any lawful process in any action, suit, or proceeding instituted by or on behalf of the ceding
company.

{b) Subsection (7){a}(i} is not intended to conflict with or override the obligation of the parties to

a reinsurance agreement to arbitrate their disputes if an obligation is created in the agreement.”

Section 29. Section 33-2-1217, MCA, is amended to read:

"33-2-1217. Reduction of liability for reinsurance ceded by domestic insurer to assuming insurer
-- definition. A reduction from liability for the reinsurance ceded by a domestic insurer to an assuming
insurer not meeting the requirements of 33-2-1216 must be allowed in an amount not exceeding the
liabilities carried by the ceding insurer. The reduction must be in the amount of funds held by or on behalf
of the ceding insurer, including funds held in trust for the ceding insurer:

(1) under a reinsurence contract with the assuming insurer as security for the payment of
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obligations under the contract if the security is held in the United States subject to withdrawal soiely by
and under the exclusive control of the ceding insurer; or

{2} in the case of a trust, in a qualified United States financial institution. This security may be in
the form of:

(a) cash;

{b) securities listed by the securities valuation office of the NAIC and qualifying as admitted assets;

{c} clean, irrevocable, unconditional letters of credit that are issued or confirmed by a qualified
United States financial institution no later than December 31 of the year for which filing is being made and
that are in the possession of the ceding company on or before the filing date of its annual statement.
Letters of credit meeting applicable standards of issuer acceptability as of the dates of their issuance or
confirmation must, notwithstanding the issuing or confirming institution’s subsequent failure to meet
applicable standards of issuer acceptability, continue to be acceptable as security until their expiration,
extension, renewal, modification, or amendment, whichever occurs first.

(d) any other form of security acceptable to the commissioner.

3} For the purposes of subsection (2)(c), a "qualified United States financial institution” means an
institution that:

la) is organized or, in the case of a United States office of a foreign banking organization, licensed

under the laws of the United States or any of its states;

{b) is requlated, supervised, and examined by United States federal or state authorities with

regulatory autharity over banks and trust companies; and

{c) has been determined by either the commissioner or the securities valuation office of the national

assaciation of insurance commissioners to meet the standards of financial condition and standing that are

considered necessary and appropriate to requlate the quality of financial institutions whose letters of credit '

will be acceptable to the commissioner.

(4) For the purposes of this part, except for subsection (2){c}, "qualified United States financial

institution" means, with respect tg institutions eligible to act as a fiduciary of a trust, an institution that:

{a) is organized or, in the case of a United States branch or agency office of a foreign banking

corporation, licensed under the laws of the United States or any of its states and that has been granted

authority to operate with fiduciary powers: and

{b) is regulated, supervised, and examined by federal or state authorities having requlatory authority
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over banks and trust companies.

{5) The commissioner may adopt rules implementing the provisions of 33-2-307, 33-2-708, and

33:2-806."

Section 30. Section 33-2-1218, MCA, is amended to read:
"33-2-1218. Reinsurance agreements affected. Sections 33-2-1216 and 33-2-1217 apply to all
cessions after October 1, 1993, under reinsurance agreements that have had an inception, anniversary, or

renewal date on or befere after April 1, 1893."

SECTION 31. SECTION 33-2-1394, MCA, IS AMENDED TO READ:

"33-2-1394. Settlement of actions against rehabilitator, liquidator, and employees -- court approval
-- applicability. (1) If any legal action against an employee for which indemnity may be available under this
section is settled prior to final adjudication on the merits, the insurer shall pay the settlement amount on
behalf of the employee or indemnify the empioyee for the settlement amount unless the commissicner
determines:

{a) that the claim did not arise out of or by reason of the employee’s duties or employment; or

(b} that the claim was caused by the intentional or willfut and wanton misconduct of the employee.

{2} In a legal actiqn in which the rehabilitator or liquidator is a defendant, that portion of any
settlement relating to the alleged act, error, or omission of the rehabilitator or liquidator is subject to the
approval of the court before which the delinquency proceeding is pending. The court may not approve that
portion of the settlement if it determines:

{(a) that the claim did not arise out of or by reason of the rehabilitator’s or liquidator's duties or
employment; or

{b) that the claim was caused by the intentional or willful and wanton misconduct of the
rehabilitator or liquidator.

(3) This section may not be construed to deprive the rehabilitator, figuidator, or employee of
immunity, indemnity, benefit of law, right, or defense available under any provision of law, including,
without limitation, the provisions of Title 2, chapter 9.

{4) {a) A Except as otherwise provided, a fegal action by a third party does not lie against the

rehabiiitator, liquidator, or employee based in whole or in part on any alleged act, error, or omission that
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took place prior to October 1, 1993, unless suit is filed and valid service of process is obtained by October

1, 1994. A legal action that is pending on or filed after September 30, 1993, by a liquidator or a liguidation

estate will lie against & former special deputy liquidator or any employee, agent, or independent contractor

retained by a special deputy liguidator without regard to when the alleqed act, error, or cmission occurred.

(b) Subsections (1) through (3) apply to any suit that is pending an or fited after October 1, 1993,

without regard to when the alleged act, error, or omission took place.”

Section 32. Section 33-2-1510, MCA, is amended to read:

"33-2-1510. Minimum standards. Unless there is a written contract between a controlling producer
and a controlled insurer specifying the responsibilities of each party, the controlled insurer may not accept
business from the controlling producer and the controlling producer may not place business with the
controlled insurer. The contract must be approved by the board of directors of the controlled insurer and
must contain the following minimum provisions:

{1) The controlled insurer may terminate the contract for cause, upon written notice to the
controlling producer. The controlled insurer shall suspend the autherity of the contrelling producer to write
business during the pendency of any dispute regarding the cause for the termination.

{2) The controliing producer shall render to the controlled insurer accounts detailing all materiai
transactions, including infermation necessary to support all commissions, charges, and other fees received
by or owing to the controlling producer.

(3) On at least a monthly basis, the controiling producer shall remit to the controlled insurer all
funds due under the terms of the contract. The due date must be fixed so that premiums or installments
of premiums collected must be remitted no later than 90 days after the effective date of any policy placed
with the contrclled insurer under the contract.

{4) In accordance with the provisians of this titte, all funds collected for the controlled insurer’s
account must be held by the controlling producer in a fiduciary capacity, in one or more appropriately
identified bank accounts in banks that are members of the federal reserve system. However, funds of a
controlling producer not required to be licensed in this state must be maintained in compliance with the

requirements of the jurisdiction in which the controlling preducers—demiciiary—jurisdiction producer is

domiciled.

{5} The controlling producer shall maintain separately identifiable records of business written for
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the controlled insurer.

{6) The cantract may not be assigned in whole or in part by the controlling producer.

{7} The controlled insurer shall provide the controlling producer with its underwriting standards,
rules, procedures, manuals setting farth the rates to be charged, and the conditions for the acceptance or
rejection of risks. The controlling producer shall adhere to the standards, rules, procedures, rates, and
conditions. The standards, rules, procedures, rates, and conditions must be the same as those applicable
to comparable business placed with the controlled insurer by a producer other than the controlling producer.

{8) The rates and terms of the controlling producer’s commissions, charges, or other fees and the

purposes of those commissions, charges, or fees must be contained in_the contract. The rates of the

cantrolling producer’s commissions, charges, and other fees may not be greater than those appticable to

comparable business piaced with the controlled insurer by producers other than controlling producers. For
purposes of subsection {7} and this subsection, examples of "comparable business” include the same lines
of insurance, same kinds of insurance, same kinds of risks, similar policy limits, and similar quality of
business.

(2) If the contract provides that on insurance business placed with the controlied insurer, the
controlling producer is to be compensated contingent upen the controlled insurer’s profits on that business,
then the compensation may not be determined and paid until at least 5 years after the premiums on lizbility
insurance are earned and at least 1 year after the premiums are earned on any other insurance. The
commissions may not be paid until the adequacy of the controlled insurer’s reserves on remaining claims
has been independently verified pursuant to 33-2-1512.

(10)
the—purposes—of-those-commissions,—charges—or4eaes A LIMIT ON THE CONTROLLING PRODUCER'S
WRITINGS IN RELATION TO THE CONTROLLED INSURER'S SURPLUS AND TOTAL WRITINGS must be

contained in the contract. The controlled insurer may establish a different limit for each line or subline of

business. The controlled insurer shall notify the controlling producer when the applicable limit is approached
and may not accept business from the controlling producer if the limit is reached. The controlling producer
may not place business with the controlled insurer if it has been notified by the contralled insurer that the
limit has been reached.

(11) The controlling producer may negotiate but may not bind reinsurance on behalf of the

controlled insurer on business that the controlling producer places with the controlled insurer, except that
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the controlling producer may bind facultative reinsurance contracts pursuant to obligatory facultative
agreements if the contract with the controlled insurer contains underwriting guidelings. For reinsurance
assumed and ceded, the guidelines must include a list of reinsurers with which the automatic agreements
are in effect, the coverages and amounts or percentages that may be reinsured, and commission

schedules.”

Section 33. Section 33-2-1605, MCA, is amended to read:

"33-2-1605. Penalties and liabilities. (1) If, after a hearing conducted in accordance with Title 33,
chapter 1, part 7, the commissioner finds that a person has violated any provision of this part, the
commissioner may order:

{a) a penalty in an amount of $5,000 for each separate violation;

{b) revocation or suspensicn of the producer’s license; and

{c) the managing general agent to reimburse the insurer, the rehabilitator, or a liquidator of the
insurer for any losses incurred by the insurer caused by a viclation of this part committed by the managing
general agent.

{2) An order of the commissioner pursuant to subsection (1) is subject to judicial review pursuant
to 33-1-711.

{3) This section does not limit the power of the commissioner to impose any other penalty provided
in this title.

{4) This part does not limit the rights of policyholders, claimants, or auditers creditors.”

Section 34. Section 33-3-431, MCA, is amended to read:

"33-3-431. Borrowed surplus. (1) A domestic stock or mutual insurer may borrow money to
defray the expenses of its organization, to provide it with surplus funds, or for any purpose of its business;
upon a written agreement that saeh the money is required to be repaid only out of the insurer’s surplus in
excess of that stipulated in sueh the agreerﬁent. The agreement may provide for interest at a rate fe not

greater than the rate established in 25-9-205, whieh-irterestshaler-shal-ret-eenstitute-atability-of the

- and whether the interest constitutes a liability

of the insurer must be stipulated in the agreement. Me A commission or promotion expense skalt may not

be paid in connection with asy-sueh a loan pf the type described in this section.
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(2} Money se borrowed, together with the interest thereon if se stipulated in the agreement, shalt

does not form a part of the insurer’s legal liabilities except as to its surplus in excess of the amount thereet

stipulated in the agreement or be the basis of any setoff;, But However, until the money _or interest, or

bath, are repaid, financial statements filed or published by the insurer shal must show as a footnote therete
the amount thereof then unpaid together with any interest thereen accrued but unpaid.

{3) Aay—sueb A loan of this type to a mutual or_stock insurer shallbe is subject to the
commissioner’s approval. The insurer shall, in advance of the loan, file with the commissioner a statement
of the purpose of the lean and a copy of the propaosed loan agreement. The loan and agreement shal-be

deerned are approved unless within 15 days after date—e+sueh filing the insurer is notified of the

commissioner’'s disapproval and thereasens-therefor reasons for the disapproval. The commissioner shall

disapprove any proposed loan or agreement if ke the commissioner finds the loan is unnecessary or

excessive for the purpose intended or that the terms of _the loan agreement are not fair and eguitable to the
parties, and to other similar lenders, if any, to the insurer, or that the information se filed by the insurer is
inadequate.

(4) Ary-sueh A loan to a mutual or s.tock insurer or a substantial portion thereet of the loan skal
must be repaid by the insurer when it is no longer reasonably necessary for the purpose originally intended.

No-+epaymentefsuchleanshall Repayment of either principal or interest on the loan may not be made by

a mutual or stock insurer unless -advaree approved in_advance by the commissioner,

(5) This section shall does not apply to loans obtained by the insurer in the ordinary course of

business from banks and other financial institutions or to loans secured by pledge or mortgage of assets.”

Section 35. Section 33-4-202, MCA, is amended to read:

"33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. (1) The
individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall file with the
commissioner:

tal adeciaration of their intention to form sueh-a the corporation,-which-desclaratien-shai-be signed
by at least 100 incorporators if a proposed state mutual insurer or by at least 25 incorporators if a proposed

county mutual insurer; and

(b) proposed articles of incorporation executed in guadruphieate triplicate by three or more of the

‘incorporators and acknoWledged by each before a person authorized to take and verify acknowledgments
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of conveyance of real property.

(2) The articles of incorporation shal must state:

{a) the name of the corporation. If a state mutual insurer, the words "farm mutual” must be a part
of the name; if a county mutual insurer, the name shal must contain the words "farm mutual” or “"rural
mutual” together with the name of the county wherein—is—to—beloeated in_which its principal place of
business is to be located. The name shaH may not be so similar to one already used by a corporation in
this state as to be misleading.

{b) if a county mutual insurer, the name of the county or counties in which the corporation is to
transact insurance and the address where its principal business office will be located;

{c) if a state mutual insurer, the location of its principal business office, which e#iee must be
located in this state;

(d} the objects and purposes for which the corporation is formed;

(e} whether it intends to transact business on the cash premium plan or the assessment plan;

(f) the duration of its existence, which may be perpetual;

{g} the number of its directors, which shalt may not be less than & or more than 11;-abse, and the
names and addresses of the members of the initial board of directors appointed to manage the affairs of
the corporation until the first annual meeting of the members and wrH-theifr successors are elected and
qualified;

{h) suweh other provisions, not inconsistent with faw, deemed considered appropriate by the
incorporators;

(i) the names, residences, and addresses of the incorporators and the value of the their property
desired 10 be insured ewnred-by-eaeh in the county or counties where the operations of the corporation are
10 be carried on.

(3) At the time of filing of the articles of incorporation as provided in subsection (1} abeve, the
incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit alksueh the

fees with the state treasurer to the credit of the general fund ef-thisstate.”

Section 36. Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence. {1} Uper—+tessiptof
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to-the-atiorney-generalforexamination: If the atterney-gereral commissioner finds the proposed articles

of incorporation 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, the ettorrey-general commissioner
shall make a certificate of the facts andreturn-itwith-the—proposed-articles-te-the-commigssiener. |

(2} If the commissioner considers the name of the proposed corporation to be so similar to one
already appropriated by another company or corporation as to be likely to mislead the public, the
cammissioner shall reject the name applied for and shall notify the incorporators of the rejection.

{3) When the proposed articles of incorporation have been approved by the attorney—general
commissioner, the commissioner shall kewise endorse the commissioner’s appraval upon each set of the
articles and forward feur three sets of articles to the incorporators. The incorporators shall file one of the
sets of articles with the secretary of state, one set with the commissiener bearing the certification of the
secretary of state, and one set with the county clerk of the county 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 must be made a part of the corporation’s records.

{4) The corporation has legal existence upon the approval of the articles by the atterrey—general
aRd-the commissioner and completion of the filings referred to in subsection (3}, but it may not transact
business as an insurer until it has fulfilled the requirements for and has obtained a certificate of authority

as provided in 33-4-6056."

Section 37. Section 33-5-401, MCA, is amended to read:

"33-5-401. Surplus funds required. (1) A domestic reciprocal insurer hereunde—fermed subject
to_this part, if it has otherwise complied with the applicable provisions of this code, may be authorized to
transact insurance if it has and thereatter maintains surplus funds as follows:

{(a) to transact property insurance, surplus funds of not less than $400,000;

{b} to transact casualtly insurance:—etherthan-workers—compensatien;—surplusfunds-ef-petless
than—$400,000;

{i} including authority for workers’ compensation insurance, surpius funds of not less than

$600,000; or

ii} excluding authority_for_workers’ compensation insurance, surplus funds of not less than

$400,000.
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(2) In addition to surplus funds required to be maintained under subsection (1) abeve, the insurer

shal must have, when first se authorized, expendable surplus in the same amount as required of a like
foreign reciprocal insurer under 33-2-110.
(3] A domestic reciprocal insurer may be authorized to transact additional kinds of insurance if it

has otherwise complied with the provisions of this code therefer for the additional kinds of insurance and

poessesses-anrg-se maintains surplus funds in an amount equal to the minimum capital stock required of a

stock insurer for authority to transact a like combination of kinds of insurance.”

Section 38. Section 33-7-117, MCA, is amended to read:
"33-7-117. Scope -- provisions applicable. (1} Except as provided in subsection {2), societies are

governed by this chapter and are exempt from all ather provisions ¢f the insurance laws of this state, not

- only in governmental relations with the state but for every other purpose. The provisions of a law enacted

after January 1, 1992, do not apply to fraternal benefit societies unless expressly made applicable by the
provisions of the law.

{2) In addition to the provisions of this chapter, the provisions of chapter 1, parts 1 through 4 and
7:33-2-104; 33-2-107; 33-2-112; chapter 2, part 13; 33-3-308; 33-15-502; ard chapters 17, 18, 20, and

22: and [sections 78 through 81] apply to fraternal benefit societies to the extent applicable and to the

extent not in conflict with the provisions of this chapter and the reasonable implications of this chapter.”

Section 33. Section 33-10-201, MCA, is amended to read:

"33-10-201. Short title, purpose, scope, and construction. {1} This part shalt-be-krewnand may
be cited as the "Montana Life and Health nsurance Guaranty Association Act”.

(2) The purpose of this part is to protect policyowners, insureds, beneficiaries, annuitants, payees,
and assignees of life insurance policies, health insurance policies, annuity contracts, and supplemental
contracts, subject to certain limitations, against failure in the performance of contractual obligations due
to the impairment of the insurer issuing the policies or contracts.

{3} To provide this protection:

{a) an association of insurers is created to enable the guaranty of payment of benefits and of
continuation of coverages;

(b} members of the association are subject to assessment to provide funds to carry out the purpose
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of this part; and

(c] the association is authorized to assist the commissioner, in the prescribed manner, in the
detection and prevention of insurer impairments.

(4) This part applies to direct, nongroup life, health, annuity, and supplemental policies or
contracts, to certificates under direct group palicies and contracts, and to unallocated annuity contracts
issued by member insurers, except as limited by this part. Annuity contracts and certificates under group
annuity contracts include but are not limited to guaranteed investment contracts, deposit administration
contracts, unallocated funding agreements, allocated funding agreements, structured settlement
agreements, lottery contracts, and any immediate or deferred annuity contracts.

(5} This part provides coverage for eevered policies and contracts specified in subsection (B):

(a) to persons who are owners of or certificate holders under covered policies or, in the case of

unallocated annuity contracts, to the persons who are contract holders ard-whe if the persons:

(i) are residents; or

(i} are not residents, but only under all of the following conditions:

(A} the insurers that issued the policies are domiciled in this state;

(B} the insurers have not held a license or certificate of authority in the state in which the persons
reside;

{C) the state has an association similar to the association created under this part; and

(D) the persons are not eligible for coverage by that association; and

{b) to persons who, regardiess of where they reside, except for nonresident certificate holders
under group policies or contracts, are the beneficiaries, assignees, or payees of the persons covered under
subsection {5}(al.

{6} This part covers persons specified in subsection {5){(a) for direct, nongroup life, health, annuity,

and supplemental policies and contracts, for certificates under direct group policies and contracts, and for

unallocated annuity contracts issued by member insurers, except as limited by this part. Annuity contracts

and certificates under group annuity contracts include but are not limited to guaranteed investment

contracts, deposit administration contracts, allocated and unallocated funding agreements, structured

settlement agreements, lottery contracts, and immediate or deferred annuity contracts. This part does not

apply to:

(a) any policies or contracts or any part of the policies or contracts under which the risk is borne
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by the policyholder;

(b) amy a policy or contract or part of the policy or contract assumed by the impaired insurer under
a contract of reinsurance, ather than reinsurance for which assumption certificates have been issued;

{c) any portion of a policy or contract to the extent that the rate of interest on which it is based:

(i} averaged over the period of 4 years prior to the date on which the association becomes
obligated with respect to the policy or contract, exéeeds a rate of interest determined by subtracting 2
percentage points from Moody’s corporate bond yield average averaged for that same 4-year period or for
the lesser period if the policy or contract was issued less than 4 years before the association became
obligated; and

{if} on and after the date on which the aséociation becomes obligated with respect to the policy or
contract, exceeds the rate of interest determined by subtracting 3 percentage points from Moody's
corporate bond yield average as is most recently available;

{d) any plan or program of an employer, association, or similar entity to provide life, heaith, ar
annuity benefits to its employees or members to the extent that the plan or program is self-funded or
uninsured, including but not limited to benefits payabile by an employer, association, or similar entity under:

{il a multiple employer welfare arrangement, as defined in section 514 of the Employee Retirement
Income Security Act of 1974, as amended;

{ii} @ minimum premium group insurance plan;

{iii) a stop-loss group insurance plan; or

{iv) an administrative services only contract;

{e) any portion of a policy or contract to the extent that it provides dividends or experience rating
credits or provides that any fees or allowances be paid to any person, including the policy or contract
holder, in connection with the service to or administration of the policy or contract;

{f) any policy or contract issued in this state by a member insurer at a time when it was not
licensed or did not have a certificate of authority to issue the palicy or contract in this state;

(g) any unallocated annuity contract issued to an employee benefit plan that is protected under the
federal pension benefit guaranty corporation; and

{h) any portion of any unallocated annuity contract that is not issued to or in connection with a
specific employee, union, or association of natural persons benefit plan or a government lottery.

{7) This part must be liberally construed to effect the purpose under subsections {2) and (3), which
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constitute an aid and guide to interpretation.
(8) This part may not be construed to reduce the liability for unpaid assessments of the insureds

of an impaired insurer operating under a plan with assessment liability."

Section 40. Section 33-10-202, MCA, is amended to read:

"33-10-202. Definitions. As used in this part, the following definitions apply:

(1} "Account" means any of the three accounts created under 33-10-203.

(2} "Association" means the Montana life and health insurance guaranty association created under
33-10-203.

{3) "Contractual obligation” means any obligation under covered policies.

(4) "Covered policy” means any policy or contract within the scope of this part under subsections
(4) through (6) of 33-10-201.

{6} "impaired insurer” means:

{a) an insurer which after July 1, 1974, becom_es insolvent and is placed under a final order of
tiquidation, rehabilitation, or supervision by a court of competent jurisdiction; or

{b) aninsurer considered by the commissioner after July 1, 1974, to be unable or potentially unable
to fulfill its contractual obligations.

(6} (a) "Member insurer” means any persen—adtherized-te—transact—ih—this—state-any kind-of

o—which-this-part-applies-undersubsections{4-and{8)6f-33-H3-20+ insurer that is licensed or

that holds a certificate of authority to transact any kind of insurance in this state for which coverage is

provided under 33-2-201 and includes any insurer whose license or certificate of authority may have been

suspended, revaoked, not renewed, or voluntarily withdrawn,

{b} The term does not include:

{i) a health service corporation;

{ii) a health maintenance organization;

{iii} a fraternal benefit society;

{iv) a mandatory state pooling ptan;

{v) a mutual assessment company or any entity that operates on an assessrnent basis;

(vi) an insurance exchange; or

{vii) an entity similar to any of the entities listed in subsections (6){bi{i} through (6)(b}{vi}.
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{7) "Person” means any individual, corporation, partnership, association, or voluntary organization.

{8} "Premiums” means direct gross insurance premiums and annuity considerations written on
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyholders on the direct business. "Premiums" do notinclude premiums and considerations on contlracts
between insurers and reinsurers. As used in 33-10-227, "premiums” are those for the calendar year
preceding the determination of impairment.

(9) "Resident” means any person who resides in this state at the time the impairment is determined
and to whom contractual obligations are owed.

(10) "Unallocated annuity contract” means an annuity contract or group annuity certificate that is
not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an

individual by the insurer under the contract or certificate.,”

Section 41. Section 33-11-102, MCA, is amended to read:
"33-11-102. Definitions. As used in this part, the following definitions apply:

{1) "Completed operations liability" means:

{a)} liability arising out of the installation, maintenance, or repair of any product at a site that is not

owned or controlled by:

(i) a person _who performs that work; or
{ii) a person who hires an independent contractor to perform that work; and
{b) liability for activities that are cornpleted er abandoned before the date of the occurrence giving

rise to _the liability.

{2) "Domicile", for purposes of determining the state where a purchasing group is domiciled,
means:

{a) for a corporation, the state where the purchasing group is incorporated; and

{b} for an unincorporated entity, the state of its principal place of business.

£{3] "Hazardous financial condition” means that, based on its present or reasonably anticipated
financial condition, a risk retention group, although not yet financially impaired or insclvent, is unlikelly to
be able to:

{a) meet obligations to policyholders with respect to known claims and reasonably anticipated

claims; or
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(b} pay other obligations in the normal course of business.

+3}(4) “"Insurance" means primary insurance, excess insurance, reinsurance, surplus line insurance,
and any ather arrangement for shifting and distributing risk that is determined to be insurance under the
laws of this state.

44(5) (a} "Liability” means legal liability for damages, including costs of defense, legal costs and
fees, and other claims expenses, because of injuries to other persons, damage to their property, or other
damage or l0ss to other persons resulting from or arising out of:

(i) abusiness, whether profit or nonprofit, trade, product, service (including professional service},
premises, or operation; or

lii} an activity of any state or local government or an agency or political subdivision thereef of state

or local government.

{b} The term does not include personal risk liability or an employer’s liability with respect to its
employees other than legal liability under the federal Employers’ Liability Act, 45 U.S.C. 51 through 60}.
As used in this subsection, "personal risk liability” means liability for damages because of injury to any
person, damage to property, or other loss or damage resulting from persanal, famiiial, or household
responsibilities or activities rather than from responsibilities or activities referred to in subsection {4Ha}
(5)(a).

{6}+{6) "Plan of operation or a feasibility study” means an analysis that presents the expected
activities and results of a risk retention group, including at a minimum:

(a) the coverages, deductibles, coverage limits, rates, and rating classification systems for each
line of insurance the group intends to offer;

(b} historical and expected loss experience of the proposed members and national experience of
similar exposures to the extent this experience is reasonably available;

(c) pro forma financial statements and projections;

(d) appropriate opinions by a qualified independent casualty actuary, including a determination of
minimum premium or participation ievels required to commence operations and to prevent a hazardous
financial condition;

(e} identification of management, underwriting procedures, managerial oversight methods, and
investment policies; and

(f) other matters as may be prescribed by the commissioner for liability insurance companies
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authorized by the insurance laws of the state where the risk retention group is chartered.

46}{7) "Purchasing group” means a group that:

(a) has as one of its purposes the purchase of liability insurance on a group basis;

(b} purchases liability insurance only for its group members and only to cover their similar or related
liability exposure, as described in subsection {8He} (7)(c);

(c) is composed of members whose businesses or activities are similar or related with respect to
the liability to which members are exposed by virtue of any related, similar, or common business, trade,
product, service, premises, or operation; and

(d) is domiciled in any state.

+#(8) "Risk retention group” means a corporation or other limited liability association formed under
the laws of any state, Bermuda, or the Cayman Islands:

(al whose primary activity consists of assuming and spreading all or any portion of the liability
exposure of its group members;

(b} thatis organized for the primary purpese of conducting the activity described under subsection
HHa (B)(a);

{c) (i) that is chartered and licensed as a liability insurance company and authorized to engage in
the business of insurance under the laws of any state; or

(i) that, before January 1, 1985, was chartered or licensed and autherized to engage in the
business of insurance under the iaws of Bermuda or the Cayman Islands and, before that date, had certified
to the insurance regulatory official of at least one state that it satisfied the capitalization requirements of
that state. However, such the group is considered to be a risk retention group only if it has been engaged
in business continuously since January 1, 1985, and only for the purpose of continuing to pravide

insurance to cover product liability or completed aperations liability.

{8} For purposes of this subsection {2 (8], "product liability” means liability for damages because

of any personal injury, death, emotional harm, consequential economic damage, or property damage,
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{including damages resulting from the loss of use of property}, arising out of the manufacture, design,
importation, distribution, packaging, labeling, lease, or sale of a product but does not include the {iability
of any person for those damages if the product involved was in the possession of that person when the
incident giving rise to the claim occurred.

{d) that does not exclude any person from membership in the group solely to provide to members
of the group a competitive advantage over sueh the person;

{e} {i} that has as its members only persons who have an ownership interest in the group and that
has as its owners only persons who are members and who are provided insurance by the risk retention
group; or

{ii} that has as its sole member and sole owner an organization that is owned by persons who are
provided insurance by the risk retention group;

{f)} whose members are engaged in businesses or activities that are similar or related with respect
to the liability to which the members are exposed by virtue of any related, similar, or common business,
trade, product, service, premises, or operation;

(g) whose activities do not include the provision of insurance other than:

(i} liability insurance for assuming and spreading all or any portion of the liability of its groun
members; and

(i) reinsurance with respect to the liability of any other risk retention group or member of sueh the
other group that is engaged in businesses or activities so that suweh the group or member meets the
requirement described in subsection {4 (8){f) for membership in the risk retention group that provides
the reinsurance; and

(h) whose name includes the phrase "risk retention group”.

{8}{9) "State" means any state of the United States or the District of Columbia.”

Section 42. Section 33-11-104, MCA, is amended to read:
"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:

{al a statement identifying the state or states where the risk retention group is chartered and
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authorized as a casualty insurer, date of chartering, its principal place of business, and other information,
including information on its membership, as the commissioner requires to verify that the risk retention group
is qualified under 33-11-102{A{8);

(bl a copy of its plan of operation or a feasibility study and revisions of 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.S5.C. 3301 through 3904) before
it was amended by P.L. 99-563, approved on October 27, 19886, and that was offered before that date by
arisk retention group that had been chartered and operated for not less than 3 years before that date; and

{c) a statement of registration that designates the 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 10 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 asscciation 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) any information as may be required to verify the group’s continuing qualification as a risk
retention group under 33-11-102+4(8).

(3) (a) Each risk retention group is liable for the payment of premium taxes and taxes on premiums
of direct business for risks resident or located within this state and shali report to the commissicner the net
premiums written for risks resident or located within this state. The risk retention group is subject to
taxation and any applicable interest, fines, and penalties for nonpayment that apply to foreign admitted
insurers.

(b} To the extent that an insurance producer is used, the insurance producer shall report to the
commissioner the premiums of direct business for risks resident or located within this state that the

licensees have placed with or on behalf of a risk retention group not chartered in this state.
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{c) To the extent that an insurance producer is used, the insurance producer shall keep a complete
and separate record of all policies procured from each risk retention group. The record is open to
examination by the commissioner, as provided in 33-1-408. The records must, for each pdlicy and each
kind of insurance provided under the policy, include the limit of liability, the time period covered, the
effective date, the name of the risk retention group that issued the policy, the gross premium charged, and
the amount of return premiums, if any.

{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 the risk retention group’s conduct, the injunction must be obtained from a court of competent
jurisdiction.

{68) 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 days after a request by the
commissioner. The examination must be coordinated ta avoid unjustified repetition and be conducted in an
expeditious manner in accordance with the nationa! 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 salicitation 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 aperation 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
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indirectly a member or owner of the risk retention group, 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 uniawful by the
Montana supreme cotirt.

(11) A risk retention group not chartered in this state and doing business in this state shall 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 after an
examination under subsection (6).

(12) Upon completion of registration requirements, the commissioner shaltissue to the risk retention
group a proper certificate of registration.

{13) A risk retention group that violates any provision of this chapter is subject to fines and

penalties, including revocation of the right to do business in this state, applicable to licensed insurers

generaily.”

Section 43. Section 33-11-108, MCA, is amended to read:

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

(a) identifies the state where the group is domiciled and all other states in which the group intends
to do business;

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

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

(d} identifies the Montana-licensed insurance producer or Montana-licensed surplus lines insurance
producer through which the purchasing group intends to place its business;

(e) identifies the principal place of business of the purchasing group; ard

(f) provides information required by the commissioner to verify that the purchasing group is
gualified under 33-11-102{6}(7)-; and

{q) identifies the person ¢r persons controlling the activities of the group and includes biographical

information on the person or persons.
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{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, the requirements do not apply
in the case of a purchasing group:

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

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

(h) (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 fram an insurer licensed in any state;

{¢) that was a purchasing group under the requirements of the federal Product Liability Risk
Retention Act of 1981 {15 U.5.C. 3901 through 3904) before it was amended by P.L. 99-563, approved
on Qctober 27, 1986; and

{d) that does not purchase insurance that was not autharized 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 requirements, the commissioner shall issue a proper certificate

of registration to the purchasing group.”

Section 44. Section 33-14-304, MCA, is amended to read:

"33-14-304. Cancellation of insurance upon default. {1} When a premium finance agreement
contains a power of attorney or other authority enabling the insurance premium finance company to cancel
any insurance contract listed in the agreement, the insurance contract or contracts may not be canceled
by the premium finance company unless sueh the cancellation is effectuated in accordance with this
section.

(2) Netdiess-than1B-days—written Written notice must be mailed to the insured setting forth the
intent of the insurance premium finance company to cancel the insurance contract unless the default is

cured prior to the date stated in the notice. The written notice must be mailed at least 10 days prior to the

date stated in the notice. The insurance producer erbreker indicated on the premium finance agreement

shalt must also be mailed 10 days’ notice of this action.
{3) Pursuant to the power of attorney or other authority referred to above, the insurance premium
finance company may cancel on behalf of the insured by mailing to the insurer written natice stating when

thereafter the cancellation shalkbe will become effective, and the insurance contract shall must be canceled

Z\\C - 60 - . HB 556
Montana Leglslative council



54th Legislature HBO556.02

O © 0 N O AW NN -

[/ R & R G B S N o .S I % T N R o R A 1 I e e e e e
O W W N s W RN = O O wd R, W NN =

as if sueh the notice of cancellation had been submitted by the insured hi#rsed but without requiring the
return of the insurance contract. If the insurer or its insurance producer does not pravide the insurance
premium finance company with a specific mailing address for the purpose of receipt of the absawe notice,
mailing by the insurance premium finance company to the insurer at the address that is on file ard-ef+ecord
with the commissioner is considered sufficient notice under this section. The insurance premium finance
company shall also mail a notice of cancellation to the insured at his the insured’s last-known address and
to the insurance producer erbreker indicated on the premium finance agreement.

{4) All statutory, regulatory, and contractual restrictions providing that the insurance contract may
not be canceled unless notice is given to a governmental agency, mortgagee, or other third party apply
whenever cancellation is effected under the provisions of this section. The insurer shall give the prescribed
notice in behalf of itself or the insured to any governmental agency, mortgagee, or other third party on or
before the second business day after the day it receives the notice of cancellation from the premium finance
company and shall determine the effective date of canceilation taking into consideration the number of

days’ notice required to complete the canceilation.”

Section 45. Section 33-15-301, MCA, is amended to read:

"33-15-301. Requiring standard provisions -- waiver. (1) Insurance contracts shaH must contain
sueh the standard or uniform provisions as—are and_benefits required by the applicable provisions of this
code pertaining to contracts of particular kinds of insurance. The commissioner may waive therequired-use
of a particular provision in a particular insurance policy form if:

{a} ke the commissioner finds sueh the provision or benefit unnecessary for the protection of the

insured and inconsistent with the purposes of the policy; and

{b) the policy is otherwise approved by kim the commissioner.

{2) Ne A policy or certificate shall may not contain any provision or benefit inconsistent with or

contradictory to any standard or uniform provision or benefit used or required to be used, but the

commissioner may approve any substitute provision or henefit whieh that is, in kis the commissioner’s

opinion, not less favorable in any particular to the insured or beneficiary than the provisions otherwise
required.

{3) In lieu of the provisions required by this code for contracts for particular kinds of insurance,

substanttally similar provisions required by the law of the domicile of a foreign or alien insurer may be used
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when approved by the commissioner.
(4} Ne—sueh A provision, if required to be contained in the policy, €an may not be waived by

agreement between the insurer and any other person.”

Section 46. Section 33-15-303, MCA, is amended to read:

"33-15-303. Contents of policies in general -- identification. (1) Every Each policy skall must
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 under the policy takes effect and the period during which the
insurance is ta continue;

{e} the premium;

{f) the conditions pertaining to the insurance.

{2) If under the policy the exact amount of premium is determinabile 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 must be included.

{3} All policies and annuity contracts issued by insurers and the forms of policies and annuity
contracts filed with the commissioner must have printed on the policy or annuity contract an appropriate
designating letter or figure, combination of letters or figures, or terms identifying the respective forms of

policies or contracts—tegetherwith-the-yearof-adoption—ef-the+ferm. Each form, including riders and

endorsements, must be identified by a designating letter or figure placed in_a lower, preferably left-hand,

corner of the first page of the form. Whenever any change is made in any form, the designating letters,

figures, or terms and-yearefadoptien on the form must be correspondingly changed and the revision date

must be noted next to the designating letters."

Section 47. Section 33-16-202, MCA, is amended to read:
"33-16-202. Recording and reporting of loss and expense experience. (1) The commissioner shall
may proemulgate and may modify reasonable rules and statistical plans, reasonably adapted to each of the

rating systems used, ard which shall must thereafter be used by each insurer in the recording and reporting
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of its loss and countrywide expense experience, in order that the experience of all insurers may be made

available at least annually in saek form and detail as may—be necessary to aid bim the commissiorer in

determining whether rates comply with the applicable standards of this chapter. Sueh The rules and plans
may also provide for the recording and reporting of expense experience items whieh that are spécially
applicable to this state and are not susceptible of determination by a prorating of countrywide expense
experience.

(2) In promulgating suek rules and plans, the commissioner shall give dde consideration to the
rating systems in use in this state and, in order that sueh the rules and plans may be as uniform as is
practicable amang the several states, to the rules and to the form of the plans used for saeh rating systems
in other states. Ne An insurer skal may not be required to record or report its loss experience on a
classification basis that is inconsistent with the rating system used by it.

{3) The commissioner may designate one or more rating organizations or other agencies to assist

hira in gathering sweh and making compilations of loss and expense experience ang-making-compiations

thereot, and sueh the compilations shak must be made available, subject to reasonable rules promulgated

by the commissioner, to insurers and rating organizations.”

Section 48. Section 33-16-235, MCA, is amended to read:

"33-16-235. Data reporting -- rules. (1} An insurer that has transacted a line of insurance
desighated as noncompetitive or volatile shaH may report once a year to the commissioner, on forms
prescribed by the commissioner, information including:

(a) reported and estimated ultimate exposure, by year of exposure to loss;

{b) reported and estimated ultimate premiums, by year of exposure to loss;

(c) losses paid, by year incurred;

(d) loss adjustment expense paid, by year incurred;

(e} reported and ultimately incurred losses and loss adjustment expenses, by year incurred; and

{f} any ather information required by the commissianer.

{(2) Aninsurer transacting a fine of insurance designated as noncompetitive or volatile shall provide
to the commissioner information concerning at least b years of experience, with information evaluated as
of the end of each calendar year, In addition to the latest reported information for each vear, the insurer

shall document any adjustments, including but not limited to development factors and trend adjustments,
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made to the reported data in projecting losses.
(3) The commissioner shalt may adopt by rule reasonable development factors and trend

adjustments to be applied to the reported data.”

Section 49. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following definitions apply:

(1) "Adjuster” means a person who, on behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not inciude a:

{a] licensed attorney who is qualified to practice law in this state;

(b} salaried employee of an insurer or of a managing general agent; e+

(c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies
issued by the insurer-;_or

{d} licensed third-party administrator who adjusts or assists in adjustment of losses arising under

policies issued by the insurer.

{2) "Adjuster license"” means a document issued by the commissioner that authorizes a person to
act as an adjuster.

{3} (a) "Administrator” means a person who collects charges or premiums from residents of this
state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles

claims on sueh-ceverage these coverages.

(b) The term does not mean:

{i) an employer on behalf of its employees or on behalf of the employees of ane or more
subsidiaries of affiliated corporations of the employer;

{ii} a union on behalf of its members;

{iii} (A} an insurer that is either authorized in this state or acting as an insurer with respect to a
policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is
authorized to transact insurance; or

{B) a health service corparation as defined in 33-30-101;

{iv) a life, disability, property, or casualty insurance producer who is licensed in this state and
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whose activities are limited exclusively to the sale of insurance;

(v} a creditor on behalf of its debtors with respect to insurance covering a debt between the
creditor and its debtors;

{vi} a trust established in conformity with 29 U.8.C. 1886 or the trustees, agents, and employees
of the trust;

(vii) atrust exempt from taxation under section 501(a) of the Internal Revenue Code or the trustees
and employees of the trust;

{viii) a custodian acting pursuant to a custodian account that meets the requirements of section
401(f) of the Internal Revenue Code or the agents and employees of the custodian;

{ix) a bank, credit union, or other financial institution that is subject to supervision or examination
by federal or state banking authorities;

{x) a company that issues credit cards and that advances for and collects premiums or charges
from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims;
or

(xi) a person who adjusts or settles claims in the normal course of kie the person’s practice or
employment as an attorney and who does not collect charges or premiums in connection with life or
disability insurance or annuities.

{4) "Administrator license” means a document issued by the commissioner that authorizes a person
to act as an administrator.

{5) "Consultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

(8) "Consultant license” means a document issued by the commissioner that authorizes a person
to act as an insurance consultant.

(7} "Controlled business" means insurance procured or to be procured by or through a person upon

the life, person, property, or risks of himseH the person-his or the person’s spouse, his employer, or his

business.
(8) "Individual” means a private or natutal person, as distinguished from a partnership, corporation,
or association,

(9) "Insurance producer”, except as provided in 33-17-103:
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(a) means:
{i) a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds:
{A} policies of insurance for risks residing, located, or to be performed in this state; or

(B} membership contracts as defined in 33-30-101;

(il amanaging general agent. For purposes of this defirittern—a chapter, the term "managing general

agent"” i

. thi . _imehuch I e " ) :
the-insurerand-terriate-these—eortracts has the same meaning as set forth in 33-2-1501.

(b) does not mean a customer service representative. For purposes of this definition, a "customer
service representative” means a salaried emplcyee of an insurance producer who assists and is responsible
to the insurance producer.

{10) "License" means a document issted by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement.

{11) "Person” means an individual, partnership, corparation, association, or other legal entity.

(12) "Public adjuster” means an adjuster employed by and representing the interests aof the insured.”

Section 50. Section 33-17-211, MCA, is amended to read:

"33-17-211. General qualifications -- application for license. (1) An individual applying for a
license shall apply on a form specified by the commissioner and declare under penalty of refusal,
suspension, or revocation of the license that statements made in the application are true, correct, and
complete to the best of the individual’s knowledge and belief. Before approving the application, the
commissioner shall verify that the individual:

(al is 18 years of age or older;

(b) has not committed an act that is a ground for refusal, suspension, or revocation as set forth
in 33-17-1001;

(c) has paid the license fees stated in 33-2-708;

(d) has successfully passed the exam:nations for each kind of insurance for which the individual

‘has applied within 12 months of application;

Z\'\ - 66 - HB 556
( Montana Legisiative Council



54th Legislature HB0556.02

—_

S S
(o> B ) N S

17
18
19
20
21
22
23
24
25
28
27
28
29
30

O W N M swWw N

(e) is a resident of this state or of another state that grants similar privileges to residents of this

state. Licenses issued based upon Montana state residency terminate if the licensee relocates to another

state;

{f} is competent, trustworthy, and of good reputation;

{g) has experience or training or otherwise is gualified in the kind or kinds of insurance for whicf;
ke the applicant applies to be licensed and is reasonably familiar with the provisions cof this code which
govern his the applicant’s operations as an insurance producer; and

{(h) if applying for a license as to life or disability insurance:

(i) is not a funeral director, undertaker, or mortician operating in this or any other state;

(i} is not an officer, employee, or representative of a funeral director, undertaker, or maortician
operating in this or any other state; or

(i) does not hold an interest in or benefit from a business of a funeral director, undertaker, or
mortician operating in this or any other state.

(2] A person acting as an insurance producer shall obtain a license. A person shall apply for a
license on a form specified by the commissioner. Before approving the application, the cammissioner shall
verify that:

{a) the person meets the requirements listed in subsection {1},

(b} the person has paid the licensing fees stated in 33-2-708 for each individual licensed in
conjunction with the person’s license. A licensed person shall promptly notify the commissioner of each
change relating to an individual listed in the license.

(c} the person has designated a licensed officer responsible for compliance by the person with the
insurance laws and rules of this state;

(d} each member and employee of a partnership and each officer, director, stockholder, or
employee of a corporation who is acting as an insurance producer in this state has obtained a license;

{e} (i) if the person is a partnership or corporation, the transaction of insurance business is within
the purposes stated in the partnership agreement or the articles of incarporation; and

{ii) if the person is a corporation, the secretary of state has issued a certificate of existence or
authorization under 35-1-1312 or filed articles of incorporation under 36—2-234 35-1-220.

(3} The commissioner may license as a resident insurance producer an association of licensed

Montana insurance producers, whether or not incorporated, formed and existing substantialty for purposes
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other than insurance. The license must be used solely for the purpose of enabling the association to place,
as a resident insurance producer, insurance of the properties, interests, and risks of the state of Montana
and of other public agencies, bodies, and institutions and to receive the customary commission for the
placement. The president and secretary of the association shall apply for the license in the name df the
association, and the commissioner shall issue the license to the association in its name alone. The fee for
the license is the same as that reguired by 33-2-708 for the license of an insurance producer. The

commissioner may, after a hearing with notice to the association, revoke the license if ke the commissioner

finds that cantinuation of the license is not in the public interest or that a ground listed in 33-17-1001
exists.
{4) An insurance producer using an assumed business name shall register the name with the

commissioner before using it.”

" Section 51. Section 33-17-405, MCA, is amended to read:

"33-17-405. Service of process -- commissioner as agent. A-ronresidentpersenshal-file-with-the
commissionethe—+reguired-forms—appeinting-the The commissioner ard-his-suecessors--office shall act

as the a nonresident person’s agent upon whom process in a legal proceeding against the nonresident

person may be served. and-shah-agree-thatsueh Service of process on the commissioner preeess-hbas has

the same legal force and validity as personal service of process upon the nonresident person. The

commissioner shall, within 3 working days after receiving process, forward by certified mail, at to the

nonresident person’s address of record, a copy of the process byeertified-mai-to-the-persenforwhomhe
a‘llEEi ttE IE :EEESE‘II

Section 52. Section 33-17-503, MCA, is amended 10 read;

"33-17-603. Application -- fee -- expiration. (1) Before a consultant license is issued or renewed,

the prospective licensee shall:

{(a) properly file in the office of the coimmissioner a written application on forms the commissioner

prescribes; and

(b) pay a fee of $50, which the commissioner shall deposit with the state treasurer to be credited

to the state’s general fund.

(2} Each consultant license expires-en-May-31-rextfollowingthe-date of issue must be renewed
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each year by the consultant paying a continuation fee on or before May 31, and the license continues in

force unless suspended, revoked, or otherwise terminated."”

Section 53. Section 33-17-603, MCA, is amended to read:
"33-17-603. Certificate of registration. (1) Except as provided in 33-17-604, a person may not

act as or held-himsel-outto-be represent to the public that the person is an administrator in this state

unless be the person holds a certificate of registration as an administrator.
(2) An application for a certificate of registratian must be accompanied by a fee of $100. The

commissioner shall issue the certificate uniess ke the commissioner finds that the applicant is not

competent, trustworthy, financially responsible, or of good personal and business reputation or that the
applicant has had a previous application for a license denied for cause within 5 years.

(3) Fhe A certificate of registration is+rerewable-annually-enJduly1-—A-request-forrencwal-must
be—aceompanied-by—a—rerewalfee—of$100 must be renewed each year by the administrator paying &

continuation fee of $100 on or before July 1. Upon pavment, the license continues in force uniess

suspended, revoked, or otherwise terminated. The commissioner shall deposit the fee with the state

treasurer to be credited to the general fund.

{4) Fhe A certificate of registration may be suspended or revoked if, after notice and hearing, the
commissioner finds that the administrator has violated any of the requirements of this part or that the
administrator is not competent, trustworthy, financially responsible, or of good personal and business
reputation.

{5) Unless ke a certification requirement is waived, a person who acts as an administrator without

a certificate of registration is subject to a fine of not less than $500 or mare than $1,500."

Z\*\ - 69 - HB 556
Montana Legisiative council



54th Legislature HB0556.02

—_

O U S
g Rk W N =2 OWw N W N

—_
(o)}

[ N N R
- O w w =~

NN
[#% B %

NN
o O B

Section 54. Section 33-18-212, MCA, is amended to read:

[
~J

"33-18-212. MNegal dealing in premiums -- improper charges for insurance. {1} A person may not

N
[02]

willfully collect any sum as a premium or charge for insurance—whieh-isurance that is not then provided

o)
w

or is not in due course to be provided, {subject to acceptance of the risk by the insurer}, by an insurance

[ 9]
o

policy issued by an insurer as authorized by this cade.
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(2} A person may not willfully collect as g premium or charge for insurance any sum in excess of
or less than the premium or charge applicable to sueh the insurance and, as specified in the policy, in
accardance with the applicable classifications and rates as filed with and or approved by the commissioner;
or in cases where in which classifications, premiums, or rates are not required by this code to be se filed
ard or approved, sueh the premiums and charges may not be in excess of ar less than those specified in
the policy and as fixed by the insurer. This provision may not be-deemed—te prohibit the charging and
collection, by surplus lines insurance producers licensed under chapter 2, part 3, of the amount of
applicable state and federal taxes in addition to the premium required by the insurer. ¥ This provision may
not be—eensidered—te prohibit the charging and collection, by a life insurer, of amounts actually to be
expended for medical examination of an applicant for life insurénce or for reinstatement of a life insurance
policy.

{3) Each violation of this section is punishable under 33-1-104."

Section 55, Section 33-18-301, MCA, is amended to read:

"33-18-301. Prohibited relations with mortuaries. (1) Ne A lifeinsurer and its officers, employees,

or_representatives may not own, manage, supervise, operate, or maintain any mortuary, funeral, or

undertaking establishment &
erbo-employedinany-such-busiress in Montana.

(2} Ne A life insurer may not contract or agree with any funeral director, mortuary, or undertaker
tothe-effeot that sush the funeral director, undertaker, or mortuary shall conduct the funeral or be named
beneficiary of any person insured By sueh the insurer. This subsection does not prohibit a life insurer from
making insurance, designated as funeral insurance, available.

{3) A funeral insurance policy and any solicitation material for the policy must clearly indicate that:

{a] _the policy is a life insurance product:

(b) the applicant may designate the beneficiary, provided that there is an appropriate and insurable

interest;

(c) the beneficiary may use the proceeds for any purpose; and

{d} any attempt by the insurer or its representative to have the insured designate a specific

beneficiary, including but not limited to a funeral director, mortuary, or undertaker, constitutes a violation

-of this section punishable as a misdemeanor pursuant to subsection {4}.
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£3}{4) Each violation of this section constitutes a misdemeanor punishable by a fine of not more

than $1,000 or by imprisonment for not more than 6 months or by both sush-fireand-imprserment.”

Section 56. Section 33-22-131, MCA, is amended to read:

"33-22-131. Coverage for phenylketonuria treatment. (1) Each group or individual medical
expense disability policy, certificate of insurance, and membership contract that is delivered, issued for
delivery, renewed, extended, or modified ir this state must provide coverage for the treatment of
phenylketonuria.

{2) For purposes of this section, "treatment™ means licensed professional medical services under
the supervision of a physician and a dietary formula product to achieve and maintain normatized 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 iliness generaily.

(4) This section does not apply to disability income, hospital indemnity, medicare supplement,

accident-only, vision, dental, or specified disease policies."

Section 57. Section 33-22-132, MCA, is amended to read:

"33-22-132. Coverage for mammography examinations. (1) Each group or individual medical
expense, cancer, hespitandemnatby: and blanket disability policy, certificate of insurance, and membership
contract that is delivered, issued for delivery, renewed, extended, or modified in this state must provide
minimum mammegraphy examination coverage.

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

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

(b) a mammogram every 2 years for any woman who 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) 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
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individual disability policy, certificate of insurance, or membership contract that establish durationa! limits,
deductibles, and copayment provisions as long as the terms are not less favorable than for physical iliness
generally.

(4) This section does not apply to disability income, hospital indemnity, medicare supplement,

accident-only, vision, dental, or specified disease policies."

Section B8. Section 33-22-201, MCA, is amended to read:

"33-22-201. Format and content. A An individual policy of_disability insurance 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 meney and other considerations for the policy must be expressed in the policy.

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

- (3} 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 is the policyholder, any
two or more eligible members of that family, including husband, wife, dependent children or any children
under a specified age that may not exceed 38 25 years, and any other person dependent upon the
policyholder,

{4} The style, arrangement, and averall appearance of the policy may not give 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 must be plainly printed in lightfaced type of a style in general use, the size of which must
be uniform and not less than 10 point with a lowercase, unspaced alphabet length not less than 120 paint.

(5} The "text" 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 must be set forth in the policy and, other than
those contained in 33-22-204 through 33-22-215 and 33-2224% 33-22-221 through 33-22-231, must be
printed, at the insurer’s option, either included with the benefit provision to which they apply or under an
appropriate caption such as "Exceptions” or "Exceptions and Reductions”, except that if an exception or
reduction specifically applies only to a particular benefit of the policy, a statement of the excepticn or

reduction must be included with the benefit provision to which it applies.
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{8}(7) The policy may not cantain a provision purporting to make any portion of the charter, rules,
constitution, or bylaws of the insurer a part of the policy unless the portion is set forth in full in the policy,

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.

Section 59. 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), each 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 as_those
provisions appear, except that the insurer may, at its option, substitute for one or more of the provisions
corresponding provisions of different wording approved by the commissioner whish-are—-each-rstance
and not less favorable in any respect to the insured or the beneficiary. Each provision must be preceded
individuaty by the applicable caption shown or, at the option of the insurer, by the appropriate individual
or group captions or subcaptions as the commissioner may approve.

{2) If any 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 appfovai of the commissioner, shall omit from the palicy
any inapplicable provision or part of a provision and shall modify any inconsistent pravision or part of a
provision in @ manner as to make the provision as contained in the policy consistent with the coverage
provided by the paolicy.

{3) The provisions that are the subject of 33-22-204 through 33-22-215 and 33-22-217 33-22-221
through 33-22-232 or any corresponding provisions which are used in accordance with the cited sections
must be printed in the consecutive arder of the provisions in the sections or, at the option of the insurer,
any provisipn 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 is not in whole or in part unintelligible, uncertain,

-74 - HB 556

Z\C}%ﬂma Leglsiative counci!



54th Legislature HB0O556.02

N O g W N

S W

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

ambiguous, abstruse, or likely to mislead a person to whom the policy is offered, delivered, or issued.”

Section 60. Section 33-22-301, MCA, is amended to read:

"33-22-301. Coverage of newborn under disability policy. {1) Each policy of disability insurance
or certificate issued thereundershall must contain a provision granting immediate accident and sickness
coverage, from and after the moment of birth, to each newborn infant of any insured.

{2) The coverage for newborn infants must be the same as provided by the policy for the other
covered persons;. previded—hewever However, that for newborn infants there shall-be—re may not be
waiting or elimination periods. A deductible or reduction in benefits applicable to the coverage far newborn
infants is not permissible unless it conforms and is consistent with the deductible or reduction in bhenefits
applicable to all cther covered persons.

{3} Ne A policy or certificate of insurance may not be issued or amended in this state if it contains
any disclaimer, waiver, ar other limitation of coverage relative to the accident and sickness coverage or
insurability of newborn infants of an insured from and after the moment of birth.

{4)

The policy or contract may require notification of the birth of a child and payment of a required premium

or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation within 31 dévs of

the birth in order to have the coverage extend beyond 31 days.”

Section 61. Section 33-22-303, MCA, is amended to read:

"33-22-303. Coverage for well-child care. (1) Each medical exrpense nolicy of disahility insurance

or certificate issued under the policy that is delivered, issued for delivery, renewed, extended, or modified
in this state by a disability insurer and that provides coverage for a family member of the insured or
subscriber must provide coverage for well-child care for children from the moment of birth through 2 years
of age. Benefits provided under this coverage are exempt from any deductible provision that may be in
force in the policy or certificate issued under the policy.

(2} Coverage for well-child care under subsection {1) must include:
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{a} a history, physical examination, developmental assessment, anticipatory guidance, and
laboratory tests, according to the schedule of visits adopted under the early and periodic screening,
diagnosis, and treatment services program provided for in 53-6-101; and

{b) routine immunizations according to the schedule for immunizations recommended by the
immunization practices advisory committee of the U.S. department of health and human services.

{3} Minimum benefits may be limited to one visit payable to one provider for all of the services
provided at each visit cited in this section.

{4) This section does not apply to disability income, specified disease, medicare supplement, or
hospital indemnity policies.

{6} For purposes of this section:

(a) "well-child care” means the services described in subsection {2} and delivered by a physician
or a health care professional supervised by a physician; and

(b} "developmental assessment” and "anticipatory guidance” mean the services described in the
Guidelines for Health Supervision I, published by the American academy of pediatrics.

(6) When a policy of disability insurance or a certificate issued under the policy provides coverage
or benefits to a resident of this state, it is considered to be delivered in this state within the meaning of this
section, whether the insurer that issued or delivered the policy or certificate is located inside or outside of

this state."

Section 62. Section 33-22-504, MCA, is amended to read:

"33-22-504. Newborn infant coverage. (1) Ne A group disability policy or certificate of insurance

delivered or issued for delivery in this state may not be issued or amended in this state if it contains any

disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or
insurability of newborn infants of persons covered under the policy from and after the moment of birth.

(2) H-—+he A policy or certificate i

; s—family—it-shalt subject to this section, must contain an

additienal a provision granting immediate acc:dent and sickness coverage, from and after the moment of

birth, to each newborn infant of any person covered under the policy.

(3) The coverage for newborn infants shal must be the same as provided by the policy for other
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covered persons;, previded-hewever However, that for newborn infants there shall may not be ro waiting
or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn infants
is not permissible unless it conforms and is consistent with the deductible or reduction in henefits applicable
to all other covered persons.

(4) This section does not apply to medicare supplement policies issued by reason of age.

(5) When a group disability policy or certificate issued under the policy provides for coverage or

benefits for a resident of this state, the pgolicy or certificate is considered delivered in this state within the

meaning of this section reqgardless of whether the insurer issuing the policy or certificate is located in this

state.

(6) The policy or certificate may require notification of the birth of a child and payment of a

required premium _or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation

‘ within 31 days of the birth in order to have the coverage extend beycond 31 days.”

Section 63. Section 33-22-508, MCA, is amended to read:
"33-22-508. Conversion on termination of eligibility. (1) A group disability insurance policy or

certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a

provision that if the insurance or any portion of it on a person—his or the person’s dependents- or family
members covered under the policy ceases because of termination of kis the person’s employment or efhis
membership in the class or classes eligible for coverage under the policy or as a result of kis the person’s
employer discontinuing kis business or as a result of kis the employer discontinuing the group disability
insurance policy and not providing for any other group disability insurance or plan and if the person had
been insured for a period of 3 months and ke is not insured under another major medical disability insurance
policy or plan, he the person is entitled to have issued to—him by the insurer, without evidence of
insurability, group coverage or an individual policy issaed-by-the-trsurer or, in the absence of an individual
policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance

on himself the person~his and the persen’s dependents; or family members if application for the individual

policy is made and the first premium tendered to the insurer within 31 days after the termination of group
coverage,
{2) The individual policy or group policy, at the option of the insured, may be on any form then

customarily issued by the insurer to individuai or group policyholders, with the exception of a policy the
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eligibility for which is determined by affiliation other than by employment with a common entity.
(3} The premium on the individual policy or group policy must be at the insurer’s then customary

rate applicable to the coverage of the individual or group policy.”

Section 64. Section 33-22-1120, MCA, is amended to read:

"33-22-1120. Extraterritorial jurisdiction. A group long-term care insurance policy or certificate
may not be delivered or issued for delivery to a resident of Montana under a group policy issued in another
state to-a-group-deseribed-r3322-HH0H3H unless it is approved by:

(1) the commissioner; ef and

(2) the insurance regulatory official of a state that has statutory and regulatory tong-term care

insurance requirements substantially similar to those adopted in Montana."

Section 65. Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions, As used in this part, the following definitions apply:

(1} "Actuarial certification” means a written statement by a member of the American academy of
actuaries or other individual acceptable to the commissioner that a smail employer carrier is in compliance
with the provisions of 33-22-1809, based upon the person’s examination, including a review of the
appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable health benefit plans.

{2} "Affiliate" or "affiliated” means any entity or person who directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with a specified entity or person.

(3) "Assessable carrier” means all individual carriers of disability insurance and all carriers of group
disability insurance, excluding the state group benefits plan provided for in Title 2, chapter 18, part B, the
Montana university system health plan, and any self-funded disability insurance plan pravided by a political
subdivision of the state.

{4) "Base premium rate” means, for each class of business as to a rating pericd, the lowest
premium rate charged or that could have beeri charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

{5) "Basic health benefit plan" mears a lower cost health benefit plan developed pursuant to
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33-22-1812.

{6) "Board" means the board of directors of the program established pursuant to 33-22-1818.

{7) "Carrier" means any person who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, a health maintenance organization, and, to the extent permitted by
the Employee Retirement Income Security Act of 1974, a multiple-employer welfare arrangement. For
purposes of this part, companies that are affiliated companies or that are eligible to file a consolidated tax
return must be treated as one carrier, except that the foilowing may be considered as separate carriers:

(@) an insurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;

(b) a health maintenance organization lgcated in this state that is an affiliate of an insurance
company or health service corporation; or

{c) a health maintenance organization that operates only ane health maintenance organization in
an established geographic service area of this state.

{8) "Casecharacteristics” means demographic or other objective characteristics of a small employer
that are considered by. the small employer carrier in the determination of premium rates for the small
employer, provided that gender, claims experience, health status, and duration of coverage are not case
characteristics for purposes of this part.

(9) "Class of business" means all or a separate grouping of small employers established pursuant
to 33-22-1808.

(10) “Committee” means the health benefit plan committee created pursuant to 33-22-1812.

(11) "Dependent” means:

(a) a spouse or an unmarried child under 19 years of age;

(b} an unmarried child, under 23 years of age, who is a full-time student and who is financially
dependent on the insured;

{c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or |

(d} any other individual defined te—be as a dependent in the health benefit plan covering the
employee.

{12} "Eligible employee" means an employee who works on a full-time basis and who has a normal
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workweek of 30 hours or more. The term includes a sole proprietor, a partner of a partnership, and an
independent contractor if the sole proprietor, partner, or independent contractor is included as an employee
under a health benefit plan of a small employer. The term does not inciude an employee who works on a
part-time, temparary, or substitute basis.

{13) "Established geographic service area" means a geographic area, as approved by the
commissioner and based on the carrier's certificate of authority to transact insurance in this state, within
which the carrier is authorized tc; provide coverage.

(14) "Health benefit plan” means any hospital or medical policy or certificate providing for physical
and mental health care issued by an insurance company, a fraternal benefit society, or a health service
corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does
not include:

(a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care,
or disability income insurance;

{b) coverage issued as a supplement to liability insurance, workers’ compensation insurance, or
simitar insurance; or

{c) automobile medical payment insurance,

{15} "Index rate” means, for each class of business for a rating period for small employers with

similar case characteristics, the average of the applicable base premium rate and the corresponding highest

premium rate.

{16) "Late enrollee” means an eligible employee or dependent who requests enrollment in a health
benefit plan of a small employer following the initial enrollment period during which the individual was
entitled to enroll under the terms of the heaith benefit plan, provided that the initial enrollment period was
a period of at least 30 days. However, an eligible employee or dependent may not be considered a late
enrollee if:

{(a) the individual requests enroliment_within 30 days after termination of the qualifying previous
coverage and rreets-each-of-the-followingconditiens:

{iy the individual was covered under qualifying previous coverage at the time of the initial

enrollment; or
(i} the individual lost coverage under qualifying previous coverage as a result of termination of

employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a
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{h} the individual is employed by an employer that offers muitiple health benefit plans and the

individual elects a different plan during an open enrollment period; or

{c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under
a covered employee’s health benefit plan and arequest for enrollment is made within 30 days after issuance
of the court order.

{17) "New business premium rate” means, for each class of business for a rating period, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
toc small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.

{18) "Plan of operation” means the operation of the program established pursuant to 33-22-1818.

{19) "Premium" means all money paid by a small employer and eligible employees as a condition
of receiving coverage from a small employer carrier, including any fees or other contributions associated
with the health benefit pian.

{20) "Program” means the Montana small employer health reinsurance program created by
33-22-1818.

(21) "Qualifying previous coverage™ means benefits or coverage provided under:

{al medicare or medicaid;

{b) an employer-based health insurance or health benefit arrangement that provides benefits similar
to or exceeding benefits provided under the basic health benefit plan; or

(c} an individual health insurance policy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance organization that provides
benefits similar to or exceeding the benefits provided under the basic health benefit plan, provided that the
policy has been in effect for a period of at least 1 year.

(22) "Rating period” means the calendar period for which premium rates established by a small
employer carrier are assumed to be in effect,

(23) "Reinsuring carrier” means a small employer carrier participating in the reinsurance program

pursuant to 33-22-1819.
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{24} "Restricted network provision" means a provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31,
to provide health care services to covered individuals.

{25) "Small employer” means a person, firm, corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working days during the preceding calendar quarter,
employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within
this state or were residents of this state. In determining the number of eligible employees, companies are
considered one employer if they:

{a) are affiliated companies;

(b} are eligible to file a combined tax return for purposes of state taxation; or

(c) are members of an association that:

(i) has been in existence for 1 year pr:or to January 1, 1994;

(i) provides a health benefit plan to employees of its members as a group; and

(iiiy does not deny coverage to any member of its association or any employee of its members who
applies for coverage as part of a group.

(26) "Small employer carrier” means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

(27) "Standard health benefit plan” means a health benefit plan developed pursuant to

33-22-1812."

Section 66. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1)
Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the pian of operation if the commissioner determines it to be suitahle to ensure the fair,
reasonable, and equitable administration of the program and if the ptan of operation provides for the sharing
of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this

section. The plan of operation is effective upon written approval by the commissioner.
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(2) If the board fails to submit a suitable pian of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The
commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan
of operation is submitted by the board and approved by the commissioner.

{3} The plan of operation must:

{a} establish procedures for the handling and accounting of program assets and money and for an
annual fiscal reporting to the commissioner;

(b) establish procedures far selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

{c) establish procedures for reinsuring risks in accordance with the provisions of this section;

(d) establish procedures for collecting assessments from assessable carriers to fund claims incurred
by the program;

{e} establish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to he incurred by the program; and

{f) provide for any additional matters necessary for the implementation and administration of the
program.

(4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue heaith benefit plans directly to either groups or individuals. In addition, the program may:

(a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approval of the commissicner, to enter into contracts with similar
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

(b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums
and penalties for, on behalf of, or against the program or any reinsuring carriers;

{c) take any legal action necessary to aveid the payment of improper claims against the program;

(d} define the health benefit plans for which reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements of this part;

(e) establish conditions and procedures for reinstring risks under the program;

{f) establish actuarial functions as appropriate for the operation of the program;
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{g) appoint appropriate legat, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any other function within the
authority of the program;

{h) to the extent permitted by federal law and in accordance with subsection {8)(c), make annual
fiscal yearend assessments against assessable carriers and make interim assessments to fund claims
incurred by the pragram; and

(i) borrow money to effect the purposes of the program. Any notes or other evidence of
indebtedness of the program not in default are legal investments for carriers and may be carried as admitted
assets.

{5) A reinsuring carrier may reinsure with the program as provided for in this subsection (b}):

{a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall
reinsure the level of coverage provided and, with respect to other plans, the program shal! reinsure up to
the level of coverage provided in a basic or standard health benefit plan.

{b} A small employer carrier may reinsure an entire employer group within 60 days of the
cammencement of the group’s coverage under a health benefit plan.

{c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 80 days
following the commencement of coverage with the small employer. A newly eligible employee or dependent
of the reinsured small employer may be reinsured within 60 days of the commencement of coverage.

{d) (i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured
employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent
of $5.000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s fiability under this subsection (d}{i) may not exceed a
maximum limit of $25,000 in any calendar year with respect to any reinsured individual.

(i) The board annually shail adjust the initial level of claims and maximum limit to be retained by
the carrier to reflect increases in costs and utilization within the standard market for health benefit plans
within the state. The adjustment may not be less than the annual change in the medical component of the
consumer price index for all urban consumers of the United States department of labor, bureau of {abaor
statistics, unless the board proposes and the commissioner approves a lower adjustment factor.

{e) A small employer carrier may terminate reinsurance with the program for one or more of the
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reinsured employees or dependents of a small employer on any anniversary of the health benefit plan.

(f} A small employer group health benefit plan in effect before January 1, 1994, may not be
reinsured by the program until January 1, 1997, and then only if the board determines that sufficient
funding sources are available.

(g} A reinsuring carrier shall apply all managed care and claims-handling techniques, including
utilization review, individual case management, preferred provider provisions, and other managed care
provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

{6) (a) As part of the plan of operation, the board shall establish a methodology for determining
premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this
section. The methodology must include a system for classification of small employers that reflects the types
of case characteristics commonly used by small employer carriers in the state. The methodology must
provide for the development of base reinsurance premium rates that must be multiplied by the factors set
forth in subsection (6){b) to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at
levels that reasonably approximate gross premiums charged to small employers by small employer carriers
for health benefit plans with benefits similar to the standard health benefit plan, adjusted to reflect retention
levels required under this part.

(b} Premiums for the program are as follows:

(i) An entire small employer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

(i) An eligible employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection (6).

(c¢) The board periodically shall review the methodology established under subsection (6)(a),
including the system of classification and any rating factors, to ensure that it reasonably reflects the claims
experience of the program. The board may propose changes to the methodology that are subject to the
approval of the commissioner.

{d) The board may consider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

(7) If a health benefit plan for a small employer is entirely or partially reinsured with the program,

the premium charged to the small employer for any rating period for the coverage issued must meet the
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requirements relating to premium rates set forth in 33-22-1808.

{8} (a) Prior to March 1 of each year, the board shall determine and report to the commissioner the
program net loss for the previous calendar year, including acministrative expenses and incurred losses for
the year, taking into account investment income and other appropriate gains and losses.

(b To the extent permitted by federal law, each assessable carrier shail share in any net loss of
the program for the year in an amount equal to the ratio of the total premiums earned in the previous
calendar year from health benefit plans delivered or issued for delivery by each assessable carrier divided
by the total premiums earned in the previous calendar year from health benefit plans delivered or issued
for delivery by all assessable carriers in the state.

{c) The board shall make an annual determination in accardance with this section of each
assessable carrier’s liability for its share of the net loss of the program and, except as otherwise provided
by this section, make an annual fiscal yearend assessment against each assessable carrier to the extent of
that liability. |f approved by the commissioner, the board may alsoc make interim assessments against
assessable carriers to fund claims incurred by the program. Any interim assessment must be credited
against the amount of any fiscal yearend assessment due or to be due from an assessable carrier. Payment
of a fiscal yearend or interim assessment is due within 30 days of receipt by the assessable carrier of
written notice of the assessment. An assessable carrier that ceases doing business within the state is liable
for assessments until the end of the calendar year in which the assessable carrier ceased doing business.
The board may determine not to assess an assessable carrier if the assessable carrier’s liability determined
in accordance with this section does not exceed $10.

(9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any other joint collective action required by this part may not be the basis of any legal
action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly
or separately.

(10) The board, as part of the plan of operation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In
establishing the standards, the board shall take into consideration the need to ensure the broad availability
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
to provide ongoing service to small employers, the levels of compensation currently used in the industry,

and the overall costs of coverage to small employers selecting these plans.
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{11} The program is exempt from taxation.

{12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legislature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small employers, and any recommendations for change to the plan of operation.

(13) All premiums and other money paid to the small employer carrier reinsurance program and all

property and securities acquired through the use of money and interest and dividends earned on money

belonging to the small employer carrier reinsurance program are solely the property of the program and

must be used exclusively for the operations and obligations of the program. Money collected by the

program is not subject to legislative appropriation.”

Section 67. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -- construction of other related laws. {1} All health service

corporations heretefore-or-hereafierorganized are subject to the provisions of this chapter. In addition to

the provisions contained in this chapter, other chapters and provisions of this title apply to health service
corporations as follows: 3337212 33-17-101; through-33—+214 Title 33, chapter 17, parts 2 and 10
through 12; and Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111; and [sections 78 through 81].

(2) A law of this state other than the provisions of this chapter applicable to health service
corporations shall must be construed in accordance with the fundamental nature of a health service
corporation, and in the event of a conflict between-thatlaw-and the provisions of this chapter~the-latter
shallt prevail.”

Section 68. Section 33-30-107, MCA, is amended to read;

"33-30-107. Annual statement. (1} On or before March 1 of each year, Every each health service

corporation shall file an annual statement for the preceding year on aferm-eentainring-substantially-the-same

form No. 13 N.A.l.C. with the commissioner of insurance. This annual

statement must be completed in _accordance with the national association of insurance commissioners’

annual statement instructions.

(2) The health service corporation shall file a statement containing any other information concerning
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its financial affairs that may be reasonably requested by the commissioner.

(3} (a) Each health service corporation shall file electronic diskette versions of its annual and

guarterly financial statements with the nationai association of insurance commissioners. The filing date for

submission of the annual statement diskette is March 1. The filing dates for the other three quarterly

statements are as follows:

{i)} the first quarter statement is due May 15;

{ii} the second guarter statement is due August 15; and

{iii) the third quarter statement is due November 15.

(b} The commissioner may exempt health service corporations operating only in Montana from

these filing requirements.”

Section 69. Section 33-30-108, MCA, is amended to read:

"33-30-108. License required. (1) Ne A person may not act as a health service corporation and
re a health service corporation may not conduct business in this state except as authorized by a license
issued by the commissioner.

(2) Sueh A license may be issued by the commissioner only after the person has complied with the
applicable provisions of this title.

(3] A health service corporation is entitled to a continuation of its license upon payment of the

annual continuation fee specified in 33-30-20414# on or before March 1 of each year and upon continued

compliance with the provisions of this title.
{4) A license issued or continued under this section may be revoked or suspended by the

commissioner for violation of this title.”

Section 70. Section 33-30-202, MCA, is amended to read:

"33-30-202. Annual report by certified public accountant. {1} All corporations subject to the

provisions of this chapter shall make-and file annually with the commissioner, on or before Mareh June 1

of-eech-year, a reportunderoath-setting-forth: financial statement audited by a certified public accountant

pursuant to rules promulgated by the commissioner.
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(2) (a) The commissioner may establish rules governing the content and preparation of the report

required by subsection {1}.

(b} _The report must inciude:

(i} _the corporation’s financial statements for the_most recent calendar year;

(i) an opinion by the certified public accountant concerning the accuracy and fairness of the

corporation’s representation of its financial statements; and

{iii) other information that the commissioner specifies by rule."

Section 71. Section 33-30-204, MCA, is amended to read:

"33-30-204. Fees. (1) Every health service corparation subject to the provisions of this chapter

shall pay the following fees to the commissioner for enforcement of the provisions of this chapter:

{a}—insuranee-prodducers-Heense:

7 T ORUTT RO e r o T e

bHa) filing any ether statement or report ..... $1

{e}(b) for a certified copy of any document or other paper filed in the office of the commissioner,
per page ..... $.50

{e+{c) for the a certificate and-fer-atixing-the with affixed seal therete ..., $10
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{e{d) filing of a membership contract ..... $25

(e} filing of a membership contract package ..... $100

{g(f) filing annual repert—otherthanaspart-of-applicationfororiginallicense STATEMENT ... $25
aHg) issuance of health service corporation license ..... $300

{#{h) annual continuation of health service corporation license ..... $300

(2) The commissioner shall promptly deposit with the state treasurer, to the credit of the general

fund, all fees and license fees received by—him under this section.”

Section 72. Section 33-30-311, MCA, is amended to read:
"33-30-311. Insurance producer. {1 A person who, for compensation, solicits membership in a
prepayment health service plan offered by a corporation subject to the provisions of this chapter is an

insurance producer of that corporation and is subject to the provisions of 33-2-708 and Title 33, chapter

i7.

Section 73. Section 33-30-1001, MCA, is amended to read:

"33-30-1001. Newbarninfants covered by insurance by health service corparation. Ne A disability
insurance plan or group disability insurance pian issued by a health service corporation may not be issued
or amended in this state if it contains any disclaimer, waiver, or other limitation of coverage relative ta the
accident and sickness coverage or insurability of newborn infants of the persons insured from and after the
moment of birth. Each sueh policy shall mus?t coﬁtain a provision granting immediate accident and sickness

coverage, from and after the moment of birth, to each newborn infant of any insured person, H-payment
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reguire notification of the birth of a child and payment of a required premium or subscription fee to he

3
4 furnished to the insurer or nonprofit or indemnity corporation within 31 days of the birth in order to have

o

the coverage extend beyond 31 days."

29

30 SECTION 74. SECTION 33-31-111, MCA, IS AMENDED TO READ:
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"33-31-111. Statutory construction and relationship to other laws. (1} Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service
corporation laws of this state exbept with respect to its health maintenance organization activities
authorized and regulated pursuant to this chapter.

{2} Solicitation of enrcllees by a health maintenance organization granted a certificate of authority
or its representatives may not be construed as a violation of any law relating to solicitation or advertising
by health professionals.

(3) A health maintenance arganization authorized under this chapter may not be considered to be
practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine.

{4} The provisions of this chapter do not exempt a heaith maintenance organization from the
applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3.

(6} The provisions of this section do not exempt & health maintenance organization from material

transaction disclosure requirements under [sections 78 through B1]. A health maintenance organization

must be considered an insurer for the purposes of [sections 78 through 81]."

NEW SECTION. Section 75. Notice of right to return policy. Each INDIVIDUAL life or disability

insurance policy, except a single-premium nonrenewable disability policy, issued for delivery in this state
or issued after January 1, 1996, must contain a notice stating in substance that if the person to whom the
policy is issued is not satisfied for any reason, the person may return the policy within 10 days of its
delivery or a longer period if provided by the policy and have refunded directly to the person the premium

paid. A policy returned pursuant to this section is void from the beginning.

NEW SECTION. Section 76, Reserve calculation -- indeterminate premium plans -- minimum

standards for disability plans. (1) In the case of a plan of life insurance that provides for future premium
determination, the amounts of which are to be determined by the insurer based on then estimates of future
experience, or in the case of a plan of life insurance or annuity that is of such a nature that the minimum
reserves cannot be determined by the methods described in 33-2-525 and 33-2-526{3), the reserves that

are held under the plan must:
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{a) be appropriate in relation to the benefits and the pattern of premiums for that plan; and

{b} be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529,
as determined by rules promuigated by the commissioner.

(2) The commissioner shall promulgate a rule containing the minimum standards applicable to the

valuation of disability plans.

NEW SECTION. Section 77. Dating of insurance applications -- antedating prohibited. An

application for issuance of an insurance policy may not be antedated by any person in order to obtain or

provide coverage for losses or injuries incurred prior to the date of applicatian.

NEW SECTION. Section 78. Short title. [Sections 78 through 81] may be cited as the "Disclosure

of Material Transactions Act".

NEW SECTION. Section 79. Report. (1) An insurer domiciled in this state shall file a report with
the commissioner disclosing material acquisitions and dispositions of assets or material nonrenewals,
cancellations, or revisions of ceded reinsurance agreements unless the acquisitions and dispositions of
asséts or material nanrenewals, cancellations, or revisions have been submitted to the commissioner for
review or approval or for information purposes pursuant to other provisions of the insurance code, laws,
or regulations or other requirements.

{2) The report required in subsection {1) is due within 15 days after the end of the calendar month
in which any of the transactions in subsection (1) occur.

{3) One complete copy of the report, including any exhib_its or other attachments, must be filed
with:

{a) the insurance department of the state in which the insurer is domiciled; and

(b} the national association of insurance commissioners.

(4} All reports obtained by or disclosed ta the commissioner pursuant to [sections 78 through 81]
must be treated confidentially, may not be subject to subpoena, and may not be made public by the
commissioner, the national association of insurance commissioners, or any other person, except to
insurance departments of other states, without the prior consent of the insurer to which it pertains unless

the commissioner, after giving the insurer notice and an opportunity to be heard, determines that the
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interest of policyholders, shareholders, or the public will be served by publication, in which event the

commissioner may publish all or any part of the report in the manner the commissioner chooses.

NEW SECTION. Section 80. Acquisitions and dispositions of assets. (1) Acquisitions or
dispositions of assets that are not material are not required to be reported pursuant to [section 79] if the
acquisitions or dispositions are not material. For purposes of [sections 78 through B1], a material
acquisition or the aggregate of any series of related acquisitions during any 30-day period or a disposition
or the aggregate of any series of related dispositions during any 30-day period is one that is nonrecurring
and not in the ordinary course of business and involves more than 5% cof the reporting insurer’s total
admitted assets as reported in its most recent statutory statement filed with the insurance department of
the insurer’s state of domicile.

{2) Assetacquisitions subject to [sections 78 through 81] include every purchase, lease, exchange,
merger, consolidatian, succession, or other acquisition, other than the construction or development of real
praperty, by or for the reporting insurer or the acquisition of materials for this purpose.

{3) Asset dispositions subject to [sections 78 through 81] inciude each sale, lease, exchange,
merger, consolidation, mortgage, hypothecation, assignment, whether for the benefit of creditors or
otherwise, abandonment, destruction, ar other disposition.

(4) The following information is required to be disclosed in any report of a material acquisition or
disposition of assets:

(a) the date of the transaction;

(b) the manner of acquisition or disposition;

(c) the description of the assets involved;

{d) the nature and amount of the consideration given or received;

{e} the purpose or reason for the transaction;

{f} the manner by which the amount of consideration was determined;

(g} the gain or loss recognized or realized as a result of the transaction; and

(h) the names of the persons from whom the assets were acquired or to whom they were disposed.

{5) Aninsureris required to report material acquisitions and dispositions on a nonconsolidated basis
unless the insurer is part of a consolidated group of insurers that uses a pooling afrangement or 100%

- reinsurance agreement that atfects the solvency and integrity of the insurer’s reserves and the insurer
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ceded substantially all of its direct and assumed business to the paol. An insurer cedes substantially all
of its direct and assumed business to a pool if the insurer has less than $1 million total direct plus assumed
written premiums during a catendar year that are not subject to a pooling arrangement and the net income
of the business not subject to the pocling arrangement represents less than 5% of the insurer’s capital and

surplus.

NEW SECTION. Section B1. Nonrenewals, cancellations, or revisions of ceded reinsurance

agreements. (1) A nonrenewal, cancellation, or revision of a ceded reinsurance agreement need not
be reported pursuant to [section 79] if the nonrenewal, cancellation, or revision is not materiai. For
purposes of [sections 78 through 81], a material nonrenewal, cancellation, or revision is one that
affects:

{a) property and casualty business, including disability business written by a property and
casualty insurer, so that:

(i) more than 50% of the insurer’s total ceded written premium is affected; or

(i} more than 50% of the insurer's total ceded indemnity and loss adjustment reserves are
affected;

(b} life, annuity, and disability business, so that more than 50% of the total reserve credit taken
for business ceded, on an annualized basis, as indicated in the insurer’s most recent annual statement
is affected;

(c) either property and casualty or life, annuity, and disability business and causes either of the
following events that constitutes a material revision that must be reported:

(i) an authorized reinsurer representing more than 10% of a total cession is replaced by one
or more unatithorized reinsurers; or

(i) previously estabtished collateral requirements have been reduced or waived as respects one
or more unauthorized reinsurers representing collectively more than 10% of a total cession.

{2) However, a filing is not required if:

(a) with respect to property and casualty business, including disability business written by a
property and casualty insurer, the insurer’s total ceded written premium represents, on an annualized
basis, less than 10% of its total written premium for direct and assumed business; or

(b) with respect to life, annuity, and disability business, the total reserve credit taken for
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1 business ceded represents, on an annualized basis, less than 10% of the statutory reserve requirement
prior to any cession.

{3) The fellowing information is required to be disclosed in any report of a material nonrenewal,

2

3

4  cancellation, or revision of ceded reinsurance agreements:

5 {a) the effective date of the nonrenewal, cancellation, or revision;

6 {b} the description of the transaction with an identification of the initiator of the transaction;
7 {c) the purpose or reason for the transaction; and

8 {d) if applicable, the identity of the replacement reinsurers.

9 {4) Insurers are required to report all material nonrenewals, cahcellations, or revisions of ceded
0 reinsurance agreements on a nonconsolidated basis unless the insurer is part of a consolidated group
11 of insurers that uses a pocling arrangement or 100% reinsurance agreement that affects the solvency
12 and integrity of the insurer’s reserves and the insurer ceded substantially all of its direct and assumed
13 business to the pool. Aninsurer is considered to have ceded substantially all of its direct and assumed
14 business to a pool if the insurer has less than $1 million total direct plus assumed written premiums
15 during a calendar year that are not subject to a pooling arrangement and the net income of the business
16 not subject to the pooling arrangement represents less than 5% of the insurer’s capital and surplus.

17

18 NEW SECTION. Section 82. Short title. [Sections 82 through 94] constitute and may be

18 referred to as "The Risk-Based Capital For Insurers Act”.

20

21 NEW SECTION. Section 83. Definitions. As used in [sectians 82 through 94/, the following
22  definitions apply:

23 (1} "Adjusted RBC report” means an RBC report that has been adjusted by the commissicner
24 in accordance with [section 84(5)].

25 (2) "Corrective order” means an order issued by the commissioner specifying corrective actions
26 that the commissioner has determined are required.,

27 {3} "Domestic insurer” means any insurance company domiciled in this state.

28 {4) "Foreigninsurer” means any insurance company licensed to do business in this state under
29  33-2-116 but not domiciled in this state.

3¢ {b) "Life or disability insurer” means:

Z\'\ - 96 - HB 556
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1 {a) any insurance company licensed under 33-2-116 and engaged in the business of entering
2 into contracts of disability insurance as described in 33-1-207 or life insurance as described in
3 33-1-208; or

4 {b) a licensed property and casualty insurer writing only disability insurance.

5 (6) "NAIC" means the national association of insurance commissioners.

6 (7} "Negative trend"” means, with respect to a life or health insurer, a negative trend over a

7 period of time, as determined in accordance with the trend test calculation included in the RBC

8 instructions.

9 (8] (a) "Property and casualty insurer” means any insurance company licensed under 33-2-116
10 and engaged in the business of entering into contracts of property insurance as described in 33-1-210
11 or casualty insurance as described in 33-1-2086.

12 (b} Theterm does notinclude monoline mortgage guaranty insurers, financial guaranty insurers,
13 and title insurers.

14 (9) "RBC instructions”" means the RBC report including risk-based capital instructions adopted
15 by the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance
16 with the procedures adopted by the NAIC.

17 (10) "RBC level” means an insurer’s authorized control level RBC, company action level RBC,
18 mandatory contro} level RBC, or regulatory action level RBC, where:

19 (a} "authorized control level RBC" means the number determined under the risk-based capital
20 formula in accordance with the RBC instructions;

21 {b) "company action level RBC" means, with respect to any insurer, the product of 2 and its

22 authorized control level RBC;

23 (c) "mandatory control level RBC" means the product of 0.70 and the authorized controi level
24 RBC; and

25 (d) "regulatory action level RBC" means the product of 1.5 and its authorized control level RBC.
26 {11) "RBC plan" means a comprehensive financial plan containing the elements specified in

27 [section BB(2)]. If the commissioner rejects the RBC plan and it is revised by the insurer, with or
28 without the commissioner’s recommendation, the pian must be called a revised RBC plan.
29 {12) "RBC report” means the report required in [section 84].

30 (13) "Total adjusted capital” means the sum of:
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{a) an insurer’'s statutory capital and surplus; and

(b} other items, if any, as the RBC instructions may provide,

NEW SECTION. Section 84. RBC reports. (1) Each daomestic insurer shail, on or before each
5 March 1 filing date, prepare and submit to the commissioner a report of its RBC levels as of the end
6 of the previous calendar year in a form and containing information as required by the RBC instructions.
7 In addition, each domestic insurer shall file its RBC report:
8 {a) with the NAIC in accordance with the RBC instructions; and
a (b) with the insurance commissioner in any state in which the insurer is authorized to do
0  husiness if that insurance commissioner has notified the insurer of the request in writing, in which case

11 the insurer shall file its RBC report not later than the later of:

12 {iy 15 days from the receipt of notice to file its RBC report with that state; or
13 {ii) the March 1 filing date.
14 {2) A life and disability insurer’'s RBC must be determined in accordance with the formula set

15 forth in the RBC instructions. The formula must take into account and may adjust for the covariance
16 between:

17 {a) the risk with respect to the insurer’s assets;

18 {b) the risk of adverse insurance experience with respect to the insurer’s liabilities and
19 obligations;

20 (c) the interest rate risk with respect to the insurer’s business; and

23 (d) all other business risks and other relevant risks as are set forth in the RBC instructions and
22 determined in each case by applying the factors in the manner set forth in the RBC instructions.

23 (3) A property and casualty insurer's RBC must be determined in accordance with the formula
24 set forthin the RBC instructions. The formula shall take into account and may adjust for the covariance

25 between:

26 (a) asset risk;

27 {b) credit risk;

28 {c) underwriting risk; and

29 {d) all other business risks and other relevant risks that are set forth in the RBC instructions

30 and determined in each case by applying the factors in the manner set forth in the RBC instructions.
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1 {4) An excess of capital over the amount produced by the risk-based capital requirements
2 contained in [sections 82 through 94] and the formulas, schedules, and instructions referenced in
3 [sections 87 through 94] is desirable in the business of insurance. Accordingly, insurers should seek
4 to maintain capital above the RBC levels required by [sections 82 through 94]. Additional capital is
5 used and useful in the insurance business and helps to secure an insurer against various risks inherent
6 in or affecting the business of insurance and not accounted for or only partially measured by the
7 risk-based capital requirements contained in [sections 82 through 941,
8 {5) If a domestic insurer files an RBC report that in the judgment of the commissioner is
9 inaccurate, the commissioner shall adjust the RBC report to correct the inaccuracy and shall notify the
10  insurer of the adjustment. The notice must contain a statement of the reason for the adjustment. An
11 RBC report so adjusted is referred to as an adjusted RBC report.
12
13 NEW SECTION. Section 85. Company action level event. (1} "Company action level event”
14 means any of the following events:
16 {a) the filing of an RBC report by an insurer which indicates that:
16 (i) the insurer’s total adjusted capital is greater than or equal to its regulatory action level RBC
17 but less than its company action level RBC; or
18 (i) for a life or disability insurer, the insurer has total adjusted capital that is greater than or
19 equal to its company action level RBC but less than the product ot its authorized contro! level RBC and
20 2.5 and that has a negative trend;
21 (b} the notification by the commissioner to the insurer of an adjusted RBC report that indicates
22 an event in subsection {1}{a) if the insurer does not challenge the adjusted RBC report under [section
23 89] or if the commissioner has rejected the insurer’s challenge.
24 (2) In the event of a company action level event, the insurer shall prepare and submit to the
25 commissioner an RBC plan that must:
28 {a) identify the conditions that contribute to the company action level event;
27 (b) contain proposals of corrective actions that the insurer intends to take and that would be
28 expected to result in the elimination of the company action level event;
29 {c}) provide projections of the insurer’s tinanciai results in the current year and at least the next
30 - 4vyears, both in the ahsence of propased corrective actions and giving effect to the proposed corrective
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actions, including projections of statutory operating income, net income, capital, and surplus. The

2 projections for both new and renewal business may include separate projections far each major line of
3 business and separately identify each significant income, expense, and benefit component.
4 {d} identify the key assumptions impacting the insurer's projections and the sensitivity of the
5 projections to the assumptions; and
6 {e) identify the quality of and problems associated with the insurer’s business, including but
7 not limited to its assets, anticipated business growth and associated surplus strain, extraordinary
B expasure to risk, mix of business, and use of reinsurance, if any, in each case,
9 {3} The RBC plan must be submitted:

10 la) within 45 days of the company action level event; or

11 {b} if the insurer challenges an adjusted RBC report pursuant to {section B89], within 45 days

12 after notification to the insurer that the commissioner has, after a hearing, rejected the insurer’s
13 challenge.

14 (4) Within 60 days after the submission by an insurer of an RBC plan to the commissioner, the
15 commissioner shall notify the insurer as to whether the RBC plan may be implemented or is
16 unsatisfactory in the judgment of the commissioner, |f the commissioner determines that the RBC plan
17 is unsatisfactory, the notification to the insurer must set forth the reasons for the determination and
18 may set forth proposed revisions that will render the RBC plan satisfactory in the judgment of the
19 commissioner. Upon notification from the commissioner, the insurer shall prepare a revised RBC plan,
20 which may incorporate by reference any revisions ‘proposed by the commissioner, and shall submit the
21 revised RBC plan to the commissioner:

22 {a) within 45 days after the notification from the commissioner; or

23 {b) if the insurer challenges the notification from the commissioner under [section 89], within
24 45 days after a notification to the insurer that the commissioner has, after a hearing, rejected the
25 insurer’s challenge.

26 {8) In the event of a notification by the commissianer to an insurer that the insurer’s RBC plan
27 or revised RBC plan is unsatisfactory, the commissioner may at the commissioner's discretion, subject
28 to the insurer’s right to a hearing under [section 89], specify in the notification that the notification
29 constitutes a regulatory action level event.

30 (6} Each domestic insurer that files an RBC plan or revised RBC plan with the commissioner
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1 shall file a copy of the RBC plan or revised RBC plan with the insurance commissioner in any state in
2 which the insurer is authorized to do business if:
3 (a) the state has an RBC provision substantially similar to [section 20(1)]; and
4 (b) the insurance commissioner of that state has notified the insurer in writing of its request
5  for the filing, in which case the insurer shall file a copy of the RBC plan or revised RBC pian in that state
G by the later of:
7 (i) 15 days after the receipt of notice to file a copy of its RBC plan or revised RBC plan with
8  that state; or
9 (ii) the date on which the RBC plan or revised RBC plan is filed under [section 85(3} and (4)].
10
11 NEW SECTION. Section 86. Regulatory action level event. (1} "Regulatory action level event”
12 means, with respect to any insurer, any of the following events:
13 (a) the filing of an RBC report by the insurer that indicates that the insurer’s total adjusted
14  capital is greater than or equal to its authorized control level RBC but less than its regulatory action level
15  RBC;
16 (b} the notification by the commissioner to an insurer of an adjusted RBC report that indicates

17 the event in subsection {1){a) if the insurer does not chailenge the adjusted RBC report under [section
18  89] or the commissioner rejects the insurer’s challenge;

19 (¢} the failure of the insurer to file an RBC report by the filing date, unless the insurer has
20 provided an explanation for the failure that is satisfactory to the commissioner and has cured the failure
21 within 10 days after the filing date;

22 (d) the failure of the insurer to submit an RBC plan to the commissioner within the time period
23 set forth in [section 85(3)};

24 (e} notification by the commissioner to the insurer that:

25 (i)} the RBC plan or revised RBC plan submitted by the insurer is unsatisfactory in the judgment
26  of the commissioner; and

27 {ii} the notification constitutes a regulatory action level event with respect to the insurer if the:
28  insurer has not challenged the determination under [section 89);

29 {f} if, pursuant to [section 88], the insurer challenges a determination by the commissioner, the

30 notification by the commissianer to the insurer that the commissioner has, after a hearing, rejected the
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challenge;

{g) natification by the commissioner to the insurer that the insurer has failed to adhere to its
RBC plan or revised RBC plan, but only if the failure has a substantial adverse effect on the ability of
the insurer to eliminate the company action level event in accordance with its RBC plan or revised RBC
plan and the commissioner has so stated in the notification and if the insurer has not challenged the
determination under [section 89] or the commissioner has not rejected the insurer’s challenge.

(2} In the event of a regulatory action level event, the commissioner shall:

(a) require the insurer to prepare and submit an RBC plan or, if applicable, a revised RBC plan;

{b) perform an examination or analysis as the commissioner considers necessary of the assets,

O W W ~N o ;AW N

—_

liabilities, and operations of the insurer including a review of its RBC plan or revised RBC plan; and

—
—_

{c} subsequent to the examination or analysis, issue a corrective order specifying corrective

actions that the commissioner determines are required.

—_
W N

(3} In determining corrective actions, the commissioner may take into account factors
14 considered relevant with respect to the insurer based upon the commissioner’s examination or analysis
15 of the assets, liabilities, and operations of the insurer, including but not limited to the results of any
16 sensitivity tests undertaken pursuant to the RBC instructions. The RBC plan or revised RBC plan must
17 be submitted:

18 (a) within 45 days after the occurrence of the regulatory action level event;

19 (b} if the insurer challenges an adjusted RBC report pursuant to [section 891 and the chalienge
20 is not frivolous in the judgment of the commissioner, within 45 days after the notification to the insurer
21 that the commissioner has, after a hearing, rejected the insurer’s challenge; or

22 (c) if the insurer challenges a revised RBC plan pursuant to [section 89] and the challenge is
23 not frivolous in the judgment of the commissioner, within 45 days after the notification to the insurer
24 that the commissioner has, after a hearing, rejected the insurer’s challenge.

25 {4} The commissioner may retain actuaries and investment experts and other consultants that
286 may be necessary in the judgment of the commissioner to review the insurer’s RBC plan or revised RBC
27 plan, to examine or analyze the assets, liabilities, and operations of the insurer, and to formulate the
28 corrective order with respect to the insurer. The fees, costs, and expenses relating to consultants must
29 be borne by the affected insurer or such other party as directed by the commissioner.

30
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NEW SECTION. Section 87. Authorized control level event. (1) "Authorized control level

event" means any of the following events:

{a) the filing of an RBC report by the insurer that indicates that the insurer’s total adjusted
capital is greater than or equal to its mandatory control level RBC but less than its authorized control
level RBC;

{b) the notification by the commissioner to the insurer of an adjusted RBC report that indicates
the event in subsection {1}){a} if the insurer does not challenge the adjusted RBC report under [section
89] or the commissioner rejects the insurer’s challenge;

(c) the failure of the insurer to respond, in a manner satisfactory to the commissioner, to a

(oo RN (o S ¢ « B I = B &) B - R #% B (]

corrective order if the insurer has not challenged the corrective order under [section 89]; or

11 {d) if the insurer has challenged a corrective order under [section 89] and the commissioner
12 has, after a hearing, rejected the challenge or modified the corrective order, the failuré of the insurer
13 to respond, in a manner satisfactory to the commissioner, to the corrective order subsequent to
14  rejection or modification by the commissioner.

15 {2} In the event of an authorized control level event with respect to an insurer, the
16 commissioner shatl:

17 | {a) take the actions required under [section 86] regarding an insurer with respect to which a
18 regulatory action level event has occurred; or

19 {b) if the commissioner considers it to be in the best interests of the policyholders and creditors
20 of the insurer and of the public, take the actions necessary tc cause the insurer to he placed under
21 regulatory control under Title 33, chapter 2, part 13. In the event that the commissioner places the
22 insurer under regulatory control, the authorized control level event must be considered sufficient
23 greunds far the commissioner to take action under Title 33, chapter 2, part 13, and the commissioner
24 shall have the rights, powers, and duties with respect to the insurer as are set forth in Title 33, chapter
25 2, part 13. In the event that the commissioner takes an action under this subsection pursuant to an
26 adjusted RBC report, the insurer is entitled to the protections afforded to insurers under the provisions
27 of 33-2-1321 through 33-2-1323 pertaining to summary proceedings.

28

29 NEW SECTION. Section 88. Mandatory control tevel event. (1) "Mandatory contro! level

30 event” means any of the following events:
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1 (a) the filing of an RBC report that indicates that the insurer’s total adjusted capital is less than
2 its mandatory control level RBC;
{b} notification by the commissioner to the insurer of an adjusted RBC report that indicates the

event in subsection (1){a) if the insurer does not challenge the adjusted RBC report under [section 89]

o B W

or the commissiaoner rejects the insurer’'s challenge.

(2} In the event of a mandatory control level event:

(a) with respect to a life insurer, the commissioner shall take the actions that are necessary to
place the insurer under regulatory control under Title 33, chapter 2, part 13. In that event, the

mandatory control level event must be considered sufficient grounds for the commissioner to take

S W N

action under Title 33, chapter 2, part 13, and the commissioner shall have the rights, powers, and
11 duties with respect to the insurer as are set forth in Title 33, chapter 2, part 13. If the commissioner
12 takes an action pursuant to an adjusted RBC report, the insurer is entitled to the protections of
13 33-2-1321 through 33-2-1323 pertaining to summary proceedings. Notwithstanding any of the
14 foregoing, the commissioner may forego action for up to 90 days after the mandatory control level
15 event if the commissioner finds that there is a reasonable expectation that the mandatory control level
16 event may be eliminated within the 90-day period.

17 (b) with respect to a property and casualty insurer, the commissioner shall take the actions
18 necessary to place the insurer under regulatory control under Title 33, chapter 2, part 13, or, in the
19 case of an insurer that is not writing business and that is running-off its existing business, may allow
20 the insurer to continue its runoff under the supervision of the commissioner. In either event, the
21 mandatory control level event must be considered sufficient grounds for the commissioner to take
22 action under Title 33, chapter 2, part 13, and the commissioner shall have the rights, powers, and
23 duties with respect to the insurer as are set forth in Title 33, chapter 2, part 13. If the commissioner
24 takes an action pursuant to an adjusted RBC report, the insurer is entitied to the protections of
25 33-2-1321 through 33-2-1323 pertaining to summary proceedings. Notwithstanding any of the
26 foregoing, the commissioner may forego action for up to 90 days after the mandatory control level
27 event if the commissioner finds there is a reasonable expectation that the mandatory control level event
28 may be eliminated within the 90-day period.

29

30 ' NEW SECTION. Section 89. Notification and hearing. (1) An insurer has the right to a hearing
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1 before the department upon notification by the commissioner:

M

{a) of an adjusted RBC report or unsatisfactory RBC plan or revised RBC plan that constitutes

a regulatory action level event with respect to the insurer;

S~ w

{b) that the insurer has failed to adhere to its RBC plan or revised RBC plan and that the failure
has a substantial adverse effect on the ability of the insurer to eliminate the company action level event
with respect to the insurer in accordance with its RBC plan or revised RBC plan; or

{(c) of a corrective order with respect to the insurer.

{2) The insurer shall notify the commissioner of its request for a hearing within 5 days after

the notification by the commissioner under subsection (1), Upon receipt of the insurer’s request for

C O o NSy O,

a hearing, the commissioner shall set a date for the hearing, which may not be less than 10 or more

11 than 30 days after the date of the insurer’s request,.

13 NEW SECTIQN. Section 90. Confidentiality -- prohibition on announcements -- prohibition on
14 use in ratemaking. (1) With respect to a domestic insurer or a foreign insurer, all RBC reports, to the
15 extent the information in the reports is not required to be set forth in a publicly available annual
18 statement schedule, and all RBC plans, including the results or report of any examination or analysis
17 of an insurer performed pursuant to [sections 82 through 94} and any corrective order issued by the
18 commissigner pursuant to the examination or analysis, that are filed with the commissioner constitute
19  information that might be damaging to the insurer if made available to its competitors and must be kept
20 confidential by the commissioner. This information may not be made public and is not subject to
21 subpoena cther than by the commissioner and then only for the purpose of enforcement actions taken
22 by the commissioner pursuant to [sections 82 through 94] or any other provision of the insurance faws
23 of this state.

24 (2) It is the intent of the legislature that the comparison of an insurer’s total adjusted capital
25 to any of its RBC levels is a reguiatory tool that may indicate the need for possible corrective action
26 with respect to the insurer and that it is not intended as a means to rank insurers generally. Except as
27 otherwise required under the provisions of [sections 92 through 94], the making, publishing,
28  disseminating, circulating, or placing before the public or causing, directly or indirectly to be made,
29 published, disseminated, circulated, or placed befaore the public, in a newspaper, magazine, or other

30 publication, in the form of a notice, circular, pamphlet, letter, or poster, over any radio or television
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station, or in any other way, an advertisement, announcement, or statement containing an assertion,
representation, or statement with regard to the RBC levels of any insurer or of any component derived
in the calculation that is by any insurer, producer, or other person engaged in any manner in the
insurance business would be misleading and is prohibited. However, if any materially false statement
with respect to the comparison regarding an insurer’'s total adjusted capital to its RBC levels or an
inappropriate comparison of any other amaunt ta the insurer’s RBC levels is published in any written
publication and the insurer is able to demonstrate to the commissioner, with substantial proof, the
falsity of the statement or the inappropriateness, as the case may be, the insurer may publish an

announcement in a written publication if the sole purpose of the announcement is to rebut the

o W W N ;AW N

materially false statement.

11 - (3) Itis the further intent of the legislature that the RBC instructions, RBC reports, adjusted
12 RBC reports, RBC plans, anr ‘svised RBC plans are intended solely for use by the commissioner in
13 monitoring the solvency of insurers and the need for possible corrective action with respect to insurers
14 and may not be used by the commissioner for ratemaking or considered or introduced as evidence in
15 any rate proceeding or used by the commissioner to calculate or derive any elements of an apprapriate
16 premium level ar rate of return for any line of insurance that an insurer or any affiliate is authorized to

17 write.

19 NEW SECTION, Section 91. Supplemental provisions -- rules -- exemption, (1) The provisions
20 of [sections 82 through 94] are supplemental to any other provisions of the laws of this state and do
21 not preclude or limit any other powers or duties of the commissioner under the law, including but not
22 limited to Title 33, chapter 2, part 13.

23 {2) The commissioner may adopt reasonable rules necessary for the implementation of [sections
24 82 through 94].

25 (3) The commissioner may exempt from the application of [sections B2 through 94] any

26 domestic property and casualty insurer that:

27 {a) writes direct business only in this state;
28 {b} writes direct annual premiums of $2 million or less; and
29 {c) does not assume reinsurance in excess of 5% of direct premium written.
30
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NEW SECTION. Section 92. Foreign insurers. (1) A foreign insurer shall, upon the written

2 request of the commissioner, submit to the commissioner an RBC report for the previous calendar year
3 on the later of:
4 (a) the date that an RBC report would be required to be filed by a domestic insurer under
5 [section 84]; or
6 {b) 15 days after the request is received by the foreign insurer.
7 (2) A foreign insurer shalil, at the written request of t_he commissioner, promptly submit to the
8 commissioner a copy of any RBC plan that is filed with the insurance commissioner of any other state.
9 (3) In the event of a company action levei event, regulatory action level event, or authorized
10 control level event, with respect to any foreign insurer as determined under the RBC statute applicable
11 in the state of domicile of the insurer or, if an RBC statute is not in force in that state, under the
12  provisions of [sections 82 through 941, if the insurance commissioner of the state of domicile of the
13 foreign insurer fails to require the foreign insurer to file an RBC plan in the manner specified under that
14 state’s RBC statute or, if an RBC statute is not in force in that state, under [section 85], the
15 commissioner may require the foreign insurer to file an RBC plan with the commissioner. In that event,
16  the failure of the foreign insurer to file an RBC plan with the commissioner is grounds to order the
17 insurer to cease and desist from writing new insurance business in this state.
18 {4) In the event of a mandatery control level event with respect to any fareign insurer, if a
19 domiciliary receiver has not been appointed with respect to the foreign insurer under the rehabilitation
20  and liguidation statute applicable in the state of domicile of the foreign insurer, the commissioner may
21 make application to a district court of this state permitted under 33-2-1380 with respect to the
22 liqguidation ©i property of foreign insurers found in this state, and the occurrence of the mandatory
23 control level event must be considered adequate grounds for the application.
24
25 NEW SECTION. Section 93. Applicability for 1995. (1) For RBC reports required to be filed
26 by property and casualty insurers with respect to 1995, the following requirements apply in lieu of the
27 provisions of {sections 85 through 88]:
28 {a) In the event of a company action level event with respect to a domestic insurer, the
29  commissioner will not take regulatory action under [sections 82 through 84].
30 {b}) In the event of a regulatory action level event under [section 86(1)(a), (1){b), or (1){c)], the
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commissioner shall take the actions required under [section 86(2)].

2 e) In the event of a regulatory action level event under [section 86{1){d), (1){e), (THf), or
3 {1){g)] or an authorized contral level event, the commissioner shall take the actions required under
4 [section 86(2) and (3}] with respect to the insurer.
5 (4) Inthe event of a mandatory control level event with respect to an insurer, the commissioner
6 shal! take the actions required under {section 88].
7
3 NEW SECTION. Section 94. Notices. All notices by the commissioner to an insurer that may
9 result in regulatory action are effective on dispatch if transmitted by certified mail or, in the case of any
10 other transmission, are effective on the insurer’s receipt of the notice.
11
12 SECTION 95. SECTION 33-22-1811, MCA, IS AMENDED TO READ:
13 "33-22-1811. Availability of coverage -- required plans. (1) (a) As a condition of transacting
14 business in this state with small employers, each small employer carrier shall offer to small employers
15 at least two heaith benefit plans. One plan must be a basic health benefit plan, and one plan must he
16 a standard health benefit plan.
17 (b) (i} A small employer carrier shall issue a basic health benefit plan or a standard health
18 benefit pian to any etigible small employer that applies for either plan and agrees to make the required
19 premium payments and to satisfy the other reasonable provisions of the health benefit plan not
20 inconsistent with this part.
21 (ii} In the case of a small employer carrier that establishes more than one class of business
22 pursuant to 33-22-1808, the small employer carrier shall maintain and offer to eligible small employers
23 atleast one basic health benefit plan and at least one standard heaith benefit plan in each established
24 class of business. A small emplayer carrier may apply reasonable criteria in determining whether to
25 accept a small employer into a class of business, provided that:
26 {A) the criteria are not intended to discourage or prevent acceptance of small employers
27 applying for a basic or standard health benefit plan;
28 (B) the criteria are not related to the health status or claims experience of the small employers’
29 employees;
30 {C) the criteria are applied consistently to all small employers that apply for coverage in that
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commissioner shall take the actions required under {section 86(2}].

2 “{c} In the event of a regulatory acticn level event under [section B6(1}(d}, (1)le), (7){f), or
3 (1)g)] or an authorized control level event, the commissioner shall take the actions required under
4 [section 86{2) and {3)] with respect to the insurer.
5 (2) Inthe event of a mandatory control level event with respect to an insurer, the commissioner
6 shall take the actions required under [section 88].
7
8 NEW SECTION. Section 34. Notices. All notices by the commissioner to an insurer that may
9 resuit in regulatory action are effective on dispatch if transmitted by certified mail or, in the case of any
10 other transmission, are effective on the insurer’s receipt of the notice.
11
12 SECTION 95. SECTION 33-22-1811, MCA, IS AMENDED TO READ:
13 "33-22-1811. Availability of coverage -- required plans. (1) {a) As a condition of transacting
14 business in this state with small employers, each small employer carrier shall offer to small emplovers
15 at least two health benefit plans. One plan must be a basic health benefit plan, and one plan must be
16 a standard health benefit plan.
17 {b) (i A small empioyer carrier shall issue a basic health benefit plan or a standard health
18 benefit plan to any eligible small employer that applies for either plan and agrees to make the required
19 premium payments and to satisfy the other reasonable provisions of the health benefit plan not
20 inconsistent with this part.
21 (i} In the case of a small employer carrier that establishes more than one class of business
22 pursuant to 33-22-1808, the small employer carrier shall maintain and offer to eligibie small employers
23 at least one basic health benefit pian and at least one standard health benefit plan in each established
24 class of business. A small employer carrier may apply "easonable criteria in determining whether to
25 accept a small employer into a class of business, provided that:
26 (A) the criteria are not intended to discourage or prevent acceptance of small employers
27 applying for a basic or standard health benefit plan;
28 (B) the criteria are not refated to the health status or claims experience of the small employers’
29 employees;
30 (C) the criteria are applied consistently to all small employers that apply for coverage in that
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class of business; and

2 {D} the small employer carrier provides for the acceptance of all eligible small employers into

3 one or more classes of business.

4 liii) The provisions of subsection {1)(b){ii) may not be applied to a class of business into which

5 the small employer carrier is no longer enrolling new small businesses.

6 (c) The provisions of this section are effective 180 days after the commissioner’s approval of

7 the basic health benefit plan and the standard health benefit plan developed pursuant to 33-22-1812,

8 provided that if the program created pursuant to 33-22-1818 is not yet operative on that date, the

9 provisions of this section are effective on the date that the program begins operation.
10 {2) ta) A small employer carrier shall, pursuant to 33-1-601, file the basic health benefit plans
1 and the standard heaith benefit plans to be used by the small emplayer carrier.
12 (b) The commissioner may at any time, after providing notice and an opportunity for a hearing
13 to the small employer carrier, disapprove the continued use by a small employer carrier of a basic or
14 standard health benefit plan on the grounds that the plan does not meet the requirements of this part.
15 {3) Health benefit plans covering smali employers must comply with the following provisions:
16 {a) A health benefit plan may not, because of a preexisting condition, deny, exclude, or limit
17 benefits for a covered individual for losses incurred more than 12 months following the effective date
18 of the individual’'s coverage. A health benefit plan may not define a preexisting condition more
19 restrictively than 33-22-110, except that the condition may be excluded for a maximum of 12 months.
20 {b) A health benefit plan must waive any time period applicable to a preexisting condition
21 exclusion or limitation period with respect to particular services.for the period of time an individual was
22 previously covered by qualifying previous coverage that provided benefits with respect to those services
23 if the qualifying previous coverage was continuous to a date not less more than 30 days prior to the
24 submission of an application for new coverage. This subsection (3)(b) does not preclude application of
25 any waiting period applicable to all new enrollees under the health benefit plan.
26 {c) A heaslth benefit plan may exclude coverage for late enrollees for 18 months or for an
27 18-month preexisting condition exclusion, provided that if both a period of exclusion from coverage and
28 a preexisting condition exclusion are applicable to a late enrollee, the combined period may not exceed
29 18 months from the date the individual enrolls for coverage under the health benefit plan.
30 {d) (i) Requirements used by a small employer carrier in determining whether to provide
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coverage to a small employer, including requirements for minimum participation of eligible employees

2 and minimum employer contributions, must be applied uniformly among all small employers that have
3  the same number of eligible employees and that apply for coverage or receive coverage from the small
4  employer carrier.
5 (i A small employer carrier may vary the application of minimum participation requirements
6 and minimum employer contribution requirements only by the size of the small employer group.
7 (e} (i) If asmall employer carrier offers coverage to a smatl employer, the small employer carrier
8 shall offer coverage to all of the eligible employees of a small employer and their dependents. A small
9 employer carrier may not offer coverage only to certain individuals in a small employer group or only
10  to part of the group, except in the case of late enrollees as provided in subsection (3)(c).
11 (i) A small employer carrier may not modify a basic ¢r standard health benefit plan with respect
12 to a small employer or any eligible employee or dependent, through riders, endorsements, or otherwise,
13 to restrict or exclude coverage for certain diseases or medical conditions otherwise covered by the
14 health benefit plan.
15 (4) (a} A small employer carrier may not be required to offer coverage or accept applications
16 pursuant to subsection (1) in the case of the following:
17 (i) to a small employer when the small employer is not physically located in the carrier’'s
18 established geographic service area;
19 (i) to an empioyee when the employee does not work or reside within the carrier’s established
20  geographic service area; or
21 (iiiy within an area where the small employer carrier reasonably anticipates and demonstrates
22  to the satisfaction of the commissioner that it will not have the capacity within its established
23  geographic service area to deliver service adequately to the members of a groﬁp because of its
24 abligations to existing group policyholders and enrollees.
25 {b} A small employer carrier may not be required to provide coverage to small employers
26 pursuant to subsection (1) for any period of time for which the commissioner determines that requiring
27 the acceptance of small employers in accordance with the provisions of subsection (1) would place the
28 small employer carrier in a financially impaired condition.”
29
30 SECTION 96. SECTION 33-1-413, MCA, IS AMENDED TO READ:

Z\é\/ -110.- HB 556
Montana Legisiative councii



541th Legislature HB0556.02

-—

"33-1-413. Examination expense -- lien. {1) Upon presentation of a detailed account of sueh

charges and expenses by the commissioner or pursuant to his the commissioner’s written authorization,

each person $& examined, other than as—+te examinations pursuant to 33-1-402, shall pay the actual
travel expenses, a reasanable living expense allowance, and a per diem as compensation of examiners
as necessarily incurred on account of the examination, all at reasonable rates eustomary-thereforand
as established or adopted by the commissioner. Sueh-an An account may be se presented periodically
during the course of the examination or at the termination of the examination as the commissioner
dgoems considers proper. Ne A person shall may not pay and aRe an examiner 6halt may not accept any

additional emoclument on account of amy-saeh an examination.

O W W N ;M BB W N

(2) The commissioner shall pay to the state treasurer to the credit of the general state special
11 revenue fund all mereys money received pursuant to subsection (1) abeve.
12 (3) If any-sueh a person fails to pay the charges and expenses, as referred to in subsection (1)

13 abeve, they-shall the charges and expenses must be paid out of the funds of the commissioner in the

14  same manner as other disbursements of sueh the funds. The amount se paid shall-be is a first lien upon
15 all of the assets and property in this state of sueh the person and may be recovered by suit by the

16 attorney general on behalf of the state of Montana and restored to the appropriate fund.”

17

18 NEW SECTION. Section 97. Repealer. Sections 33-30-312 and 33-30-313, MCA, are
19 repealed.

20

21 NEW SECTION. Section 98. Codification instruction. (1) [Section 751 is intended to be

22 codified as an integral part of Title 33, chapter 15, and the provisions of Title 33, chapter 15, apply
23  to Isection 75).

24 {2) [Section 76]is intended to be codified as an integral part of Title 33, chapter 2, part 5, and
25 the provisions of Title 33, chapter 2, part 5, apply to [section 76].

26 {3) [Section 77] is intended to be codified as an integral part of Title 33, chapter 15, part 4,
27 and the provisions of Title 33, chapter 15, part 4, apply to [section 77].

28 (4) [Sections 78 through 81] are intended to be codified as an integral part of Title 33, chapter
29 3, and the provisions of Title 33, chapter 3, apply to [sections 78 through 81].

30 {6) [Sections 82 through 94] are intended to be codified as an integral part of Title 33, chapter
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1 2, and the provisions of Title 33, chapter 2, apply to [sections B2 through 94].

2
3 NEW SECTION. Section 99. Severability. If a par: of [this act] is invalid, all valid parts that
4 are severable from the invalid part remain in effect. If a part of [this act] is invalid in one ar more of
5  its applications, the part remains in effect in all valid applications that are severable from the invalid
6 applications.
7
8 NEW SECTION. SECTION 100. EFFECTIVE DATES. (1) [SECTION 31 AND THIS SECTION]
9 ARE EFFECTIVE ON PASSAGE AND APPROVAL.

10 (2] ISECHONS I THROUGH 30-AND 32 THROLGH-O8-ARE EXCEPT AS PROVIDED IN

11 SUBSECTION (1), [THIS ACT] IS EFFECTIVE OCTOBER 1, 1995,

12 -END-
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