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5 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING 

6 FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR 

7 INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501, 

8 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, 

9 33-2-528, 33-2-529, 33-2-531, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-820, 

10 33-2-1111, 33-2-1201, 33-2-1216, 33-2-121 7, 33-2-1218, 33-2-1510, 33-2-1605, 33-3-431, 33-4-202, 

11 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, 

12 33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503, 

13 33-17-603, 33-17-1001, 33-18-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201, 33-22-202, 

14 33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-11 20, 33-22-1803, 33-22-1819, 33-30-102, 

15 33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND 33-31-311, MCA; AND 

16 REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA." 

17 

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

19 

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

21 "2-6-109. Prohibition on distribution or sale of mailing lists -- exceptions -- penalty. ( 1) Except 

22 as provided in subsections (3) through (7), in order to protect the privacy of those who deal with state and 

23 local government: 

24 (al Re an agency may not distribute or sell for use as a mailing list any list of persons without first 

25 securing the permission of those on the list; and 

26 (bl Re 2 list of persons prepared by the agency may not be used as a mailing list except by the 

27 agency or another agency without first securing the permission of those on the list. 

28 (2) As used in this section, "agency" means any board, bureau, commission, department, division, 

29 authority, or officer of the state or a local government. 

30 (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 open to public 

2 inspection. 

3 (4) This section does not apply to the lists of registered electors and the new voter lists provided 

4 for in 13-2-115 and 13-38-103, to lists of the names of employees governed by Title 39, chapter 31, or 

5 to lists of persons holding driver's licenses provided for under 61-5-126. 

6 (5) This section ~ does not prevent an agency from providing a list to persons providing 

7 prelicensing or continuing educational courses subject to Title 20, chapter 30, or specifically exempted 

8 tReFefrnm □ s provided in 20-30-102, or subject to Title 33, chapter 17. 

g (6) This section does not apply to the right of access either by Montana law enforcement agencies 

1 O or, by purchase or otherwise, of public records dealing with motor vehicle registration. 

11 (7) This section does not apply to a corporate information list developed by the secretary of state 

12 containing the name, address, registered agent, officers, and directors of business, nonprofit, religious, 

13 professional, and close corporations authorized to do business in this state. 

14 (8) A person violating the provisions of subsection (l)(b) is guilty of a misdemeanor." 

15 

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

17 "33-1-207. Disability insurance. ill Disability insurance, including credit disability insurance, is 

18 insurance of human beings_Jfil against bodily injury, disablement, or death by accident or accidental means 

1 9 or the medical expense tRereef or indemnity involved; or 

20 .{QJ. against disablement or medical expense or indemnity resulting from sickness and e11eFy 

21 insuraneo appertainin(l tRoFete. 

22 ill Transaction of disability insurance does not include workers' compensation insurance." 

23 

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

25 "33-1-208. Life insurance. Life insurance, including credit life insurance, is insurance on human 

26 lives. The transaction of life insurance includes aiS& the granting of endowment benefits, additional benefits 

27 in event of death or dismemberment by accident or accidental means, additional benefits in event of the 

28 insured's disability, benefits that provide reimbursement or payment for long-term home health care or 

29 long-term care in a nursing home or other related institution, and optional modes of settlement of proceeds 

30 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. 11) Marino insuraneo 

ineluaes FAarino 13retoetien ans inaeFAnit>,< insuFanee, FAeanin€1 insuFaneo against, er against le§al liaeilit·,· ef 

the insures for, less, saFRa§e, er oiI13onso arisin§ eut of er inoisont te the ownership, e13eratien, ohartorin§, 

rnaintonanee, use, repair, er oenstruetien ef anv vessel, oraft, er instruFRentality in use in eeoan or inlans 

waterwavs, ineluain€1 liaeility of the insures far persenal injury, illness, or death or fer loss of or daFRage 

te tho 13roportv ef anethor person. Marine and transportation insurance means insurance against loss of 

or damage to: 

ia) 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 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, 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 transportation. 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. 

rnm For the purposes of this codeL wet marine and transportation insurance is that part of marine 
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insurance Wffi6f½ that includes only: 

2 (a) insurance upon vessels, crafts, and hulls and of interests therein or with relation thereto in or 

3 relating to the vessels, crafts, and hulls; 

4 (bl insurance of marine builders' risks, marine war risks, and contracts of marine protection and 

5 indemnity insurance; 

6 (c) insurance of freights and disbursements pertaining to a subject of insurance 00R'ling ..,,,ithin 

7 subject to this subsection; and 

8 (d) insurance of personal property and interests therein in the personal property, in the course of 

9 exportation from or importation into any country and in the course of transportation coastwise or on inland 

1 O waters, including transportation by land, water, or air from point of origin to final destination, iA with 

11 respect to, appertainin9 to, or in oonnootion ,,..,ith any and all risks or perils of navigation, transit, or 

12 transportation or while being prepared for 6fl€I or w1'½ile awaiting shipment 6fl€I or during any delays, storage, 

13 transshipment, or reshipment incident thereto to preparation or shipment." 

14 

15 Section 5. Section 33-1-311, MCA, is amended to read: 

16 "33-1-311. General powers and duties. (1) The commissioner shall enforce the applicable 

1 7 provisions of this oodo the laws of this state and shall execute the duties imposed on the commissioner by 

18 this eode the laws of this state. 

19 12) The commissioner shall lcia,e has the powers and authority expressly conferred upon the 

20 commissioner by or reasonably implied from the provisions of this eode the laws of this state. 

21 13) The commissioner shall administer the department to ensure that the interests of insurance 

22 consumers are protected. 

23 (4) The commissioner may conduct examinations and investigations of insurance matters, in 

24 addition to examinations and investigations expressly authorized, as the commissioner considers properL 

25 to determine whether any person has violated any provision of this eoele the laws of this state or to secure 

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

27 investigations must be borne by the state. 

28 Isl Tho eommissioner has aelditional J'!BWers ans Eluties as J'lro•~iEloEI ey other laws of this G-tat&.-

29 AA.{fil The department is a criminal justice agency as defined in 44-5-103." 

30 
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Section 6. Section 33-1-501, MCA, is amended to read: 

2 "33-1-501. Filing and approval of forms. (1) ill An insurance policy or annuity contract form, 

3 certificate, enrollment form, application form, printed rider or endorsement form, or form of renewal 

4 certificate may not be delivered or issued for delivery in Montana unless the form has been filed with and 

5 approved by the commissioner and, if required, the regulatory official of the state of domicile of the insurer, 

6 if FBElUireel. This provision does not apply to surety bonds or policies, riders, endorsements, or forms of 

7 unique character designed for and used with relation to insurance upon a particular subject or that relate 

8 to the manner of distribution of benefits or to the reservation of rights and benefits under life or disability 

9 insurance policies and are used at the request of the individual policyholder, contract holder, or certificate 

10 holder. Forms for use in property, marine. +other than ocean marine and foreign trade coverages}, casualty, 

11 and surety insurance coverages may be filed by a rating organization on behalf of its members and 

12 subscribers or by a member or subscriber on its own behalf. 

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

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

15 commissioner if the commissioner considers the requirements of subsection ( 1) la) unnecessary for the 

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

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

18 state of domicile. 

19 (2) The filing must be made not less than 60 days in advance of delivery. Approval of a form by 

20 the commissioner constitutes a waiver of any unexpired portion of the waiting period. The commissioner 

21 may extend by not more than an additional 60 days the period within which the commissioner may approve 

22 or disapprove a form by giving notice of the extension before expiration of the initial 60-day period. The 

23 commissioner may at any time, after notice and for cause shown, withdraw any approval. 

24 (3) AA ereler et Notice by the commissioner disapproving a form or withdrawing a previous approval 

25 must state the grounds for disapproval or withdrawal in sufficient detail to inform the insurer. 

26 (4) The commissioner may exempt from the requirements of this section, for so long as the 

27 commissioner considers proper, an insurance document, form, or type of document or form sJ30oifieel to 

28 which, in the commissioner's opinion, this section may not practicably be applied or the filing and approval 

29 of which are, in t"1e 00A1A1issiemer's e~iAieA, not desirable or necessary for the protection of the public. 

30 (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 

2 not subject to approval or disapproval by the official and upon the commissioner's order requiring the form 

3 to be submitted to the commissioner for the purpose. The same standards apply to these forms as apply 

4 to forms for domestic use. 

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

6 (a) reinsurance; 

7 (bl policies or contracts not issued for delivery in Montana or delivered in Montana, except as 

8 provided in subsection (5); 

9 (cl ocean marine and foreign trade insurances. 

1 O (71 Except as provided in chapter 21, group certificates that are delivered or issued for delivery in 

11 Montana for group insurance policies effectuated and delivered outside Montana but covering persons 

1 2 resident in Montana must be filed with the commissioner upon request. The certificates must meet the 

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

14 law." 

15 

16 Section 7. Section 33-2-117, MCA, is amended to read: 

17 "33-2-117. Continuance, expiration, reinstatement, and amendment of certificate of authority. ( 11 

18 Certificates of authority issued or renewed under this code sh-a# must continue in force as long as the 

19 insurer is entitled thereto under this code and until suspended or revoked or otherwise terminated·i" sttbjeet, 

20 l=leweyer, A certificate is subject to continuance ef tl=le eertifieate by the insurer each year by payment prior 

21 to Ma•r 16 March 1 of the continuation fee provided in 33-2-708. 

22 {2) If not se continued by the insurer, i-ts the certificate of authority sl=lall eltpire expires at midnight 

23 on May 31 ~ following Sti6R failure of the insurer se to continue it in force. The commissioner shall 

24 promptly notify the insurer of tl=le oeettrreAee ef OR'{ s1:1ol=I foil1:1re res1:1ltiA!! in irnpeneliA!! its failure to pay 

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

26 (3) The commissioner may, iA l=lis eliseretion, reinstate a certificate of authority ~ that the 

2 7 insurer has inadvertently permitted to expire, after the insurer l=las fttllV ettreel all its cures any failures Wfli€l:l 

28 rosttlteEl resulting in Sti6R expiration and upon payment B'{ tl=lo iAsttror of the fee for reinstatement in 

29 addition to the current continuation fee, as provided in 33-2-708. Otherwise, tho insurer sh-a# may be 

30 granted another certificate of authority only after filing fill application tROFefeF and meeting all other 
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1 requirements as for an original certificate of authority in this state. 

2 (4) The commissioner may amend a certificate of authority at any time to accord with changes in 

3 the insurer's charter of insuring powers." 

4 

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

6 "33-2-301. Short title -- purpose -- definitions. 11) This part constitutes and may be referred to as 

7 "The Surplus Lines Insurance Law". 

8 (2) This part must be applied to: 

9 (a) protect persons seeking insurance in this state; 

10 lb) permit surplus lines insurance to be placed with reputable and financially sound unauthorized 

11 insurers and to be exported from this state pursuant to this part; 

1 2 (c) establish a system of regulation that will permit orderly access to surplus lines insurance in this 

13 state and encourage authorized insurers to provide new and innovative types of insurance to consumers 

14 in this state; and 

15 Id) protect revenues of this state. 

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

17 (al "Authorized insurer" means an insurer authorized pursuant to 33-2-101 to transact insurance 

18 in this state. 

19 (b) "Eligible surplus lines insurer" means an unauthorized insurer with which a surplus lines 

20 insurance producer may place surplus lines insurance under 33-2-307. 

21 (cl "Export" means to place surplus lines insurance with an unauthorized insurer. 

22 Id) "Ki Ad ef iAsuraAee" FAeaAs eAe ef the tyJC)eS ef iAsuraASO reEjuirod te 13e re13erted iA the aAAual 

23 stateFAeAt filed with the eeFAFAissieAer 13y aA at1therized iAsurer. 

24 fet@ "Producing insurance producer" means the individual insurance producer dealing directly with 

25 the person seeking insurance. 

26 ff.H!tl "Surplus lines insurance" means any insurance ton risks resident, located, or to be performed 

27 in this state+ permitted to be placed through a surplus lines insurance producer with an unauthorized insurer 

28 eligible to accept the insurance. The term does not include the kinds of insurance exempted under 

29 33-2-317. 

30 f§till "Surplus lines insurance producer" means an individual, partnership, or corporation licensed 
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under 33-2-305 to place surplus lines insurance +on risks resident, located, or to be performed in this statet 

2 with unauthorized insurers eligible to accept -"t the insurance. 

3 WJ.gj_ "Unauthorized insurer" means an insurer not authorized pursuant to 33-2-101 to transact 

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

5 

6 Section 9. Section 33-2-302, MCA, is amended to read: 

7 "33-2-302. Conditions precedent to sale of surplus lines insurance. IRsuraRee may be proel.lffltl 

8 through a lieeRsed surplus liRes insuraRee produeer from A producing insurance producer may request a 

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

10 insurance with an unauthorized insurer if: 

11 I 1) the insurer is an eligible surplus lines insurer; 

12 (2) the line of insurance or the full amount of the line of insurance cannot be obtained from 

13 authorized insurers; 

14 (31 the producing insurance producer makes a diligent effort to place the business with a minimum 

15 of three insurers authorized and actually transacting that line of business in this state. If fewer than three 

16 insurers are authorized and actually transacting the line of business in this state, diligent effort must be met 

17 by searching this lesser market. 

18 (4) the insurance is not procured for tho purpose of securing: 

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

20 lb) an advantage in terms of the insurance contract; afl9 

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

22 t-&¼1fil all other requirements of this part are met." 

23 

24 Section 10. Section 33-2-305, MCA, is amended to read: 

25 "33-2-305. Licensing of surplus lines insurance producer -- fee and bond. (1) A person may not 

26 preoure place a contract of surplus lines insurance with an unauthorized insurer unless the person is 

27 licensed as a property and casualty insurance producer and possesses a current surplus lines insurance 

28 license issued by the commissioner. 

29 {21 The commissioner shall issue a surplus lines insurance license to any qualified holder of a 

30 current property and casualty insurance producer license only if the insurance producer has: 
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1 (a) remitted to the commissioner the annual fee prescribed by 33-2-708; 

2 (b) submitted to the commissioner a completed license application on a form supplied by the 

3 commissioner; 

4 

5 

(cl been licensed as a property and casualty insurance producer continuously for 5 years or more; 

and 

6 (d) filed with the commissioner and. for as long as the license remains in effect. kept in force a 

7 bond in favor of the state of Montana in the amount of $10,000, with authorized corporate sureties 

8 approved by the commissioner. The bond must be conditioned that the insurance producer will conduct 

9 business under the license in accordance with the provisions of The Surplus Lines Insurance Law and that 

1 0 the insurance producer will promptly remit the taxes provided in 33-2-311. The bond may not be terminated 

11 unless the surety gives the surplus lines insurance producer, the producing insurance producer, and the 

12 commissioner at least 30 days' prior written notice of termination. 

13 (3) The license expires on April 1 after its date of issue. A surplus lines insurance producer shall 

14 renew the license on or before March 1 of each year upon payment of the annual renewal fee prescribed 

15 in 33-2-708. A surplus lines insurance producer who fails to apply for a renewal of the license on or before 

16 March 1 shall pay a fine of $100 before the commissioner renews the license. 

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

18 (a) the corporate license lists the individuals within the corporation who have satisfied the 

19 requirements of this part to become surplus lines insurance producers; and 

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

21 (5) This section may not be construed to require agents. producers, or brokers acting as 

22 intermediaries between a surplus lines insurance producer and an unauthorized insurer under this part to 

23 hold a valid Montana surplus lines insurance producer's license." 

24 

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

26 "33-2-307. Requirements for eligible surplus lines insurers. ( 1) A surplus lines insurance producer 

27 may not place insurance with an unauthorized insurer unless, at the time of placement, the unauthorized 

28 insurer: 

29 (al has established satisfactory evidence of good reputation and financial integrity; and 

30 (b) is qualified under one of the following subsections: 
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Ii) the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

2 which equals the greater of: 

3 (A) the minimum capital and surplus requirements of 33-2-109 and 33-2-11 0; or 

4 (8) ~ il million. An insurer possessing less than -$4 $6 million capital and surplus may satisfy the 

5 requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The 

6 commissioner's finding must be based upon such factors as quality of management, capital, and surplus 

7 of a parent company; company underwriting profit and investment income trends; and company record and 

8 reputation within the industry. The commissioner may not make an affirmative finding of acceptability 

9 when the surplus lines insurer's capital and surplus is less than~ $6 million. 

1 O Iii) in the case of Lloyd's or another similar unins0r130rated group Gf including incorporated and 

11 unincorporated alien individual insurers, the insurer maintains a trust fund of not less than $50 million as 

12 security to the full amount of capital and surplus for all policyholders and creditors in the United States of 

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

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

15 and control by the groups of domiciliary regulators as are the unincorporated members. The trust must 

16 comply with the terms and conditions established in subsection I 1 )lbl(iv) for alien insurers. 

17 !iii) in the case of an insurance exchange created by the laws of individual states, the insurer 

18 maintains capital and surplus, or their substantial equivalent, of not less than $15 million in the aggregate. 

19 For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder, 

20 each individual syndicate shall maintain minimum capital and surplus, or their substantial equivalent, of not 

21 less than $1.5 million. If the insurance exchange does not maintain funds for the protection of each 

22 insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus 

23 requirements of subsection 11 )(bl(i). 

24 (iv) in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust 

25 fund in either a national bank or a member of the federal reserve system, in an amount not less than $1.5 

26 million, for the protection of all its policyholders in the United States and the trust fund consists of cash, 

27 securities, or letters of credit or of investments of substantially the same character and quality as those 

28 which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds 

29 of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus 

30 or its equivalent, must have an expiration date that may not at any time be less than 5 years. In addition, 
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the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 

2 Insurers Quarterly Listing. 

3 (cl has provided the commissioner a copy of its current annual statement, certified by the insurer 

4 no more than 6 months after the close of the period reported uponL for quarterly if considered necessary 

5 by the commissioner}, and which is either: 

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

7 insurer; or 

8 Iii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

9 domicile. 

1 0 ( 2) In the case of an insurance exchange, t_he statement required by subsection ( 1 I (cl may be an 

11 aggregate combined statement of all underwriting syndicates operating during the period reported. 

12 (31 In addition to meeting the requirements in subsection ( 1), an insurer is an eligible surplus lines 

13 insurer only if it appears on the most recent list of eligible surplus lines insurers published at least 

14 semiannually by the commissioner. This subsection does not require the commissioner to place or maintain 

15 the name of any unauthorized insurer on the list of eligible surplus lines insurers. An action may not lie 

16 against the commissioner or an employee of the commissioner for anything said in issuing the list of eligible 

17 surplus lines insurers referred to in this subsection. 

18 (4) (al The commissioner may declare an eligible surplus lines insurer ineligible if at any time the 

19 commissioner has reason to believe that it: 

20 (ii is in unsound financial condition; 

21 Iii) is no longer eligible under subsections (1) through 13); 

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

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

24 (bl The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

25 producer. 

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

27 (al "Capital", as used in the financial requirements of this section, means funds invested in for 

28 stocks or other evidences of ownership. 

29 (b) "Surplus", as used in the financial requirements of this section, means funds over and above 

30 liabilities and capital of the insurer for the protection of policyholders." 
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Section 12. Section 33-2-501, MCA, is amended to read: 

2 "33-2-501. Assets allowed. In any determination of the financial condition of an insurer, there 

3 must be allowed as assets only assets that are owned by the insurer and that consist of: 

4 ( 11 cash in the possession of the insurer or in transit under its control and including the true 

5 balance of any deposit in a solvent bank or trust company; 

6 (2) investments, securities, properties, and loans acquired or held in accordance with this code and 

7 in connection therewith the following items: 

8 (a) interest due or accrued on any bond or evidence of indebtedness which is not in default and 

9 which is not valued on a basis including accrued interest; 

1 O (b) declared and unpaid dividends on stock and shares unless the amount has otherwise been 

11 allowed as an asset; 

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

13 the loan; 

14 (d) interest due or accrued on deposits in solvent banks and trust companies and interest due or 

15 accrued on other assets, if the interest is in the judgment of the commissioner a collectible asset; 

16 (el interest due or accrued on a mortgage loan in an amount not exceeding in any event the 

17 amount, if any, of the excess of the value of the property less delinquent taxes on the property over the 

18 unpaid principal. Interest accrued for a period in excess of 18 months may not be allowed as an asset. 

1 9 (fl rent due or accrued on real property if the rent is not in arrears for more than 3 months and rent 

20 more than 3 months in arrears if the payment of the rent is adequately secured by property held in the 

21 name of the tenant and conveyed to the insurer as collateral; 

22 (gl the unaccrued portion of taxes paid prior to the due date on real property; 

23 (3) premium notes, policy loans, and other policy assets and liens on policies and certificates of 

24 life insurance and annuity contracts and accrued interest, in an amount not exceeding the legal reserve and 

25 other policy liabilities carried on each individual policy; 

26 (4) the net amount of uncollected and deferred premiums and annuity considerations in the case 

27 of a life insurer; 

28 (5) premiums in the course of collection, other than for life insurance, not more than 3 months past 

29 due, less commissions payable on the premiums. The limitation in this subsection does not apply to 

30 premiums payable directly or indirectly by the United States government or by any of its instrumentalities. 
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(6) installment premiums other than life insurance premiums to the extent of the unearned premium 

2 reserve carried on the policy to which premiums apply; 

3 17) notes and like written obligations not past due, taken for premiums other than life insurance 

4 premiums, on policies permitted to be issued on that basis, to the extent of the unearned premium reserves 

5 carried on the policies; 

6 (8) the full amount of reinsurance recoverable by a ceding insurer from a solvent reinsurer and 

7 which reinsurance is authorized under chapter 2, part 12; 

8 19) amounts receivable by an assuming insurer representing funds withheld by a solvent ceding 

9 insurer under a reinsurance treaty; 

10 (10) deposits or equities recoverable from underwriting associations, syndicates, and reinsurance 

11 funds or from any suspended banking institution, to the extent considered by the commissioner available 

12 for the payment of losses and claims and at values to be determined by the commissioner; 

13 ( 11) electronic data processing equipment if the cost of the equipment is at least $100,000, whieh 

14 east fl'll:JSt ee amortized in full over a period of not to exceed -W ~ calendar years. However, with re§ard 

15 to life iAsurers, the eeiuipA'leAt fflust 130 allewed as aA asset if the sest sf the eeiuif)R'lent is at least $2e,000, 

16 wl=lieh east R'lust 13e all'lertized in full e\·er a f)eried et net ts eJweed a salendar years, and the amount of 

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

18 (12) all assets, whether or not consistent with the provisions of this section, as may be allowed 

19 pursuant to the annual statement form approved by the commissioner for the kinds of insurance to be 

20 reported upon in the annual statement; 

21 ( 13) other assets, not inconsistent with the provisions of this section, considered by the 

22 commissioner to be available for the payment of losses and claims, at values to be determined by the 

23 commissioner." 

24 

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

26 "33-2-521. Standard valuation of reserve liabilities law -- life insurance. 111 The commissioner 

27 shall annually value or cause to be valued the reserve liabilities (l=loreinafter salled reserves) for all 

28 outstanding life insurance policies and annuity and pure endowment contracts of every life insurer doing 

29 business in this state and may certify the amount of any ~ reserves, specifying the mortality table or 

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

~na Leg/stative counctt 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

of ~ reserves. In calculating ~ the reserves, Ile the commissioner may use group methods and 

approximate averages for fractions of a year or otherwise. IA tAe ease of aA alieA iAsurer, sueA ~'aluatieA 

shall be limited to its iAsuraAee traAsaetioAs iA tho UAitod States. 

(21 For the purpose of mal<iAg suoA YaluatioA, the oommissioAor ffiaV effiplo·, a coffipeteAt actuary 

wAo sl=lall be paid by tAe iAsurer for wl=lioA tAo soP;ioe is reAdoreel; but a domestic iAsurer ffia'r rnake sucA 

,·aluatieA aAd it rna•, be recei•,ed b~· tAe eofllfllissioAer upoA satisfactorv proof of its eorreotAess. In lieu of 

the valuation of the reserves Hefeift 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 ~ the valuation complies with the minimum standard fleFe+f\ provided in this 

section and if the official of ~ the other state or jurisdiction accepts as sufficient and valid for all legal 

purposes the certificate of valuation of the commissioner when ~ 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 WAieA at aA~' time shall have that has adopted any standard of valuation producing 

greater aggregate reserves than those calculated according to the minimum standard Hefeift provided in this 

section may, with the approval of the commissioner, adopt any lower standard of valuation but not lower 

than the minimum AereiA pro•,idoel 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) may 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 held 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. 

(bl Each life insurer, except as exempted by or pursuant to regulation, 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 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 

~na Ler,lstatlve council 
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the considerations anticipated to be received and retained under the policies and contracts, make adequate 

2 provision for the insurer's obligations under the policies and contracts. including but not limited to the 

3 benefits under and expenses associated with the policies and contracts. 

4 (cl The commissioner may provide by rule for a transition period for establishing any higher 

5 reserves that the qualified actuary may consider necessary in order to render the opinion required by this 

6 subsection (4). 

7 (d) Each opinion required by this subsection (4) must be governed by the following provisions: 

8 (ii A memorandum. in form and substance acceptable to the commissioner as specified by rule, 

9 must be prepared to support each actuarial opinion. 

1 0 (ii) If the insurer fails to provide a supporting memorandum at the request of the commissioner 

11 within a period specified by rule or if the commissioner determines that the supporting memorandum 

1 2 provided by the insurer fails to meet the standards prescribed by the rules or is otherwise unacceptable to 

13 the commissioner, the commissioner may engage a qualified actuary at the expense of the insurer to review 

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

15 commissioner. 

16 !iii) The opinion must be submitted with the annual statement reflecting the valuation of the reserve 

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

18 (ivl The opinion must apply to all business in force, including individual and group health insurance 

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

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

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

22 (vi) In the case of an opinion required to be submitted by a foreign or alien insurer, the 

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

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

25 company domiciled in this state. 

26 lviil Except in cases of fraud or willful misconduct, the qualified actuary is not liable for damages 

27 to any person, other than the insurer and the commissioner. for any act, error. omission, decision, or 

28 conduct with respect to the actuary's opinion. 

29 (viii) Disciplinary action by the commissioner against the insurer or the qualified actuary must be 

30 defined in rules by the commissioner. 

~na Ler,fsfatfve council 
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lixl Any memorandum in support of the opinion and any other material provided by the insurer to 

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

3 be made public. and is subject to subpoena, other than for the purpose of defending an action seeking 

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

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

6 commissioner: 

7 (A) with the written consent of the insurer: or 

8 1B) to the American academy of actuaries upon request stating that the memorandum or other 

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

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

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

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

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

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

15 American academy of actuaries who meets the requirements set forth in the academy's rules." 

16 

1 7 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 

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 group annuity and pure endowment contracts issued prior 

to that date. 

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

standard for the valuation of all &HeR the policies and contracts issued prior to October 1, 1995. Sf\al! 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, aREI 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 &HeR 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 Stief½ gJJ. 

other policies issued prior to July 1, 1979, 5 1 /2 % interest for single-premium life insurance policies, and 

~na Leg/stative Council 
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4 1 /2% interest for St:teft policies issued on or after July 1, 1979, and the following tables: 

2 (a) for all ordinary policies of life insurance issued on the standard basis, excluding any disability 

3 and accidental death benefits in St:teft the policies,; 

4 ill the commissioner's 1941 standard ordinary mortality table.; 

5 ~ for St:teft policies issued prior to the operative date of 33-20-206, as amended, and the 

6 commissioner's 1958 standard ordinary mortality table for St:teft policies issued on or after that operative 

7 date but prior to January 1, 1989, except that for any category of St:teft the policies issued on female risks, 

8 modified net premiums and present values, referred to in 33-2-525 and 33-2-526, may be calculated, at 

9 the option of the insurer, with the approval of the commissioner, according to an age younger than the 

10 actual age of the insured; or 

11 (ii) for St:teft policies issued on or after January 1, 1989: 

12 (A) the commissioner's 1980 standard ordinary mortality table; 

13 (B) at the election of the company for any one or more specified plans of life insurance, the 

14 commissioner's 1980 standard ordinary mortality table with 10-year select mortality factors; or 

15 (C) any ordinary mortality table adopted after 1980 by the national association of insurance 

16 commissioners that is approved by the commissioner by rule for use in determining the minimum standard 

17 of valuation for St:teft policies; 

18 (b) for all industrial life insurance policies issued on the standard basis, excluding any disability and 

19 accidental death benefits in St:teft the policies, the 1941 standard industrial mortality table for St:teft policies 

20 issued prior to the operative date of 33-20-207, as affienEleEI, andL for St:teft policies issued on or after that 

21 operative date, the commissioner's 1961 standard industrial mortality table or any industrial mortality table 

22 adopted after 1980 by the national association of insurance commissioners that is approved by the 

23 commissioner by rule for use in determining the minimum standard of valuation for St:teft the policies; 

24 (c) for individual annuity and pure endowment contracts, excluding any disability and accidental 

25 death benefits in ~ the policies, the 1937 standard annuity mortality table or, at the option of the 

26 insurer, the annuity mortality table for 1949, ultimate, or any modification of either of these tables approved 

27 by the commissioner; 

28 (d) for group annuity and pure endowment contracts, excluding any disability and accidental death 

29 benefits in St:teft the policies, the group annuity mortality table for 1951, any modification of St:teft the table 

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

~na Ler,lslat/ve Council 
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specified for individual annuity and pure endowment contracts; 

2 lei (ii for total and permanent disability benefits in or supplementary to ordinary policies or 

3 contracts: 

4 (A) for policies or contracts issued on or after January 1, 1966, the tables of period 2 disablement 

5 rates and the 1930 to 1950 termination rates of the 1952 disability study of the society of actuaries, with 

6 due regard to the type of benefit, or any tables of disablement rates and termination rates adopted after 

7 1980 by the national association of insurance commissioners that are approved by the commissioner by 

8 rule for use in determining the minimum standard of valuation for~ the policies; 

9 1B) for policies or contracts issued on or after January 1, 1961, and prior to January 1, 1966, 

10 either 5tlOO the tables or, at the option of the insurer, the class 3 disability table (19261; and 

11 IC) for policies issued prior to January 1, 1961, the class 3 disability table 11926); 

12 (ii) any ~ table ~ must, for active lives, be combined with a mortality table permitted for 

13 calculating the reserves for life insurance policies; 

14 (fl (ii for accidental death benefits in or supplementary to policies: 

15 (A) for policies issued on or after January 1, 1966, the 1959 accidental death benefits table or any 

16 accidental death benefits table adopted after 1980 by the national association of insurance commissioners 

17 that is approved by the commissioner by rule for use in determining the minimum standard of valuation for 

18 St100 the policies; 

19 1B) for policies issued on or after January 1, 1961, and prior to January 1, 1966, either such table 

20 or, at the option of the insurer, the intercompany double indemnity mortality table; and 

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

22 (ii) either table~ must be combined with a mortality table permitted for calculating the reserves 

23 for life insurance policies; 

24 lg) for group life insurance, life insurance issued on the substandard basis, and other special 

25 benefits, &\:l&R the tables as may be approved by the commissioner." 

26 

27 Section 15. Section 33-2-525, MCA, is amended to read: 

28 "33-2-525. Commissioner's reserve valuation method. ( 1) Except as otherwise provided in 

29 subsection 14) of this section, 6f\6 33-2-526(3) and 14), and [section 76(2)1. reserves according to the 

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

~na Ler,lslattve Council 
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providing for a uniform amount of insurance and requiring the payment of uniform premiums, Sftal+ must 

2 be the excess, if any, of the present value, at the date of valuation, of Stt€R future guaranteed benefits 

3 provided for by Stt€R the policies, over the then present value of any future modified net premiums ttwroter. 

4 The modified net premiums for any stiel=\ policy Sftal+ must be stiel=\ the uniform percentage of the respective 

5 contract premiums for stiel=\ the benefits that the present value, at the date of issue of the policy, of all Wffi 

6 modified net premiums Sftal+ must be equal to the sum of the then present value of Stt€R the benefits 

7 provided for by the policy and the excess of (a) over (b), as follows: 

8 (a) a net level annual premium equal to the present value, at the date of issue, of Stt€R benefits 

9 provided for after the first policy year, divided by the present value, at the date of issue of an annuity of 

10 one per annum payable on the first and each subsequent anniversary of stiel=\ the policy on which a 

11 premium falls due;-" 13re·tieleel, l=iowover However, Hiat suel=I the net level annual premium &Aall may not 

1 2 exceed the net level annual premium on the 19-year premium whole lite plan for insurance of the same 

13 amount at an age 1 year higher than the age at issue of stiel=\ the policy; 

14 (b) a net 1-year term premium for stiel=\ benefits provided for in the first policy year. 

15 (2) (al For evet-y each life insurance policy issued on or after January 1, 1987, for which the 

16 contract premium in the first policy year exceeds that of the second year, for which fie 2 comparable 

1 7 additional benefit is not provided in the first year for stiel=\ the excess, and that provides an endowment 

1 8 benefit, a cash surrender value, or a combination of both in an amount greater than Wffi the excess 

1 9 premium, the reserve according to the commissioner's reserve valuation method, as of any policy 

20 anniversary occurring on or before the assumed ending date as the first policy anniversary on which the 

21 sum of any endowment benefit and any cash surrender value then available is greater than Stt€R the excess 

22 premium, is, except as otherwise provided in 33-2-526, the greater of the reserve as of Stt€R the policy 

23 anniversary calculated as described in subsection (1) or the reserve as of Wffi the policy anniversary 

24 calculated as described in subsection ( 1) with the following exceptions: 

25 (i) the value defined in subsection ( 1) (al is reduced by 15 % of the amount of Stt€R the excess 

26 first-year premium; 

27 (iii all present values of benefits and premiums are determined without reference to premiums or 

28 benefits provided for in the policy after the assumed ending date; 

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

30 (iv) the cash surrender value provided on St!ffi the assumed ending date is considered an 
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endowment benefit. 

2 (b) In making the comparisons in subsection (2)(a), the mortality and interest bases stated in 

3 33-2-523 and 33-2-527 must be used. 

4 (3) Reserves according to the commissioner's reserve valuation method for the following Sftall must 

5 be calculated by a method consistent with the principles of this section, except that any extra premiums 

6 charged because of impairments or special hazards Sftall must be disregarded in the determination of 

7 modified net premiums: 

8 (a) life insurance policies providing for a varying amount of insurance or requiring the payment of 

9 varying premiums; 

1 0 (b) group annuity and pure endowment contracts purchased under a retirement plan or plan of 

11 deferred compensation, established or maintained by an employer, +including a partnership or sole 

12 proprietorship}, or by an employee organization, or by both, other than a plan providing individual retirement 

13 accounts or individual retirement annuities under section 408 of the Internal Revenue Code, as now or 

14 l=loroaHor amended; 

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

16 (d) all other benefits, except life insurance and endowment benefits in life insurance policies and 

17 benefits provided by all other annuity and pure endowment contracts. 

18 (4) (a) Subsection (4)(b) applies to any annuity and pure endowment contracts other than group 

19 annuity and pure endowment contracts purchased under a retirement plan or plan of deferred compensation 

20 established or maintained by an employer, +including a partnership or sole proprietorship}, or by an 

21 employee organization, or by both, other than a plan providing individual retirement accounts or individual 

22 retirement annuities under section 408 of the Internal Revenue Code, as now or l=loreaftor amended. 

23 (b) Reserves according to the commissioner's annuity reserve method for benefits under annuity 

24 or pure endowment contracts, excluding any disability and accidental death benefits in~ the contracts, 

25 s1'lall must be the greatest of the respective excesses of the present values, at the date of valuation, of the 

26 future guaranteed benefits, including guaranteed nonforfeiture benefits, provided for by~ the contracts 

27 at the end of each respective contract year, over the present value, at the date of valuation, of any future 

28 valuation considerations derived from future gross considerations required by the terms of~ the contract 

29 that become payable prior to the end of 5tleR the respective contract year. The future guaranteed benefits 

30 Sftall must be determined by using the mortality table, if any, and the interest rate or rates specified in 5ti6F+ 
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1 the contracts for determining guaranteed benefits. The valuation considerations are the portions of the 

2 respective gross considerations applied under the terms of Slclel=l the contracts to determine nonforfeiture 

3 values." 

4 

5 Section 16. Section 33-2-526, MCA, is amended to read: 

6 "33-2-526. limits -- options -- minimum reserves. (1) In no eYent shall an /\n insurer's aggregate 

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

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

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

1 0 and rate or rates of interest used in calculating nonforfeiture benefits for Slclel=l the policies. 

11 12) Reserves for all policies and contracts issued prior to October 1. 1995, may be calculated. at 

1 2 the option of the insurer. according to standards that produce greater aggregate reserves for those policies 

1 3 and contracts than the minimum reserves required by the laws in effect immediately prior to October 1. 

14 1995. Reserves for any category of policies, contracts, or benefits as established by the commissioner. 

15 issued on or after October 1. 1995. may be calculated at the option of the insurer according to any 

16 standards which produce greater aggregate reserves for Slclel=l §. category than those calculated according 

17 to the minimum standard l=lefeifl provided in this section, but the rate or rates of interest used for policies 

18 and contracts, other than annuity and pure endowment contracts, ~ may not be higher than the 

19 corresponding rate or rates of interest used in calculating any nonforfeiture benefits provided for therein 

20 a category. 

21 13) If in any contract year the gross premium charged by any life insurer on any policy or contract 

22 is less than the valuation net premium for the policy or contract calculated by the method used in 

23 calculating the reserve thereon on the policy or contract but using the minimum valuation standards of 

24 mortality and rate of interest, the minimum reserve required for Slclel=l the policy or contract~ must be 

25 the greater of either the reserve calculated according to the mortality table, rate of interest, and method 

26 actually used for Slclel=l the policy or contract or the reserve calculated by the method actually used for Slclel=l 

27 the policy or contract but using the minimum standards of mortality and rate of interest and replacing the 

28 valuation net premium by the actual gross premium in each contract year for which the valuation net 

29 premium exceeds the actual gross premium. The minimum valuation standards of mortality and rate of 

30 interest referred to in this section are those standards stated in 33-2-524 and 33-2-527. 
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(4) For every life insurance policy issued after December 30, 1986, for which the gross premium 

2 in the first policy year exceeds that of the second year, for which He 2 comparable additional benefit is not 

3 provided in the first year for S\,i€f\ an excess, and that provides an endowment benefit, a cash surrender 

4 value, or a combination of both in an amount greater than S\,i€f\ the excess premium, subsections I 1) 

5 through (3) of this section must be applied as if the method actually used in calculating the reserve tor S\,i€f\ 

6 the policy were the method described in 33-2-525( 1 ). The minimum reserve at each policy anniversary of 

7 &l:lei:ra the policy must be the greater of the minimum reserve calculated in accordance with 33-2-525 and 

8 the minimum reserve calculated in accordance with this section." 

9 

10 Section 17. Section 33-2-528, MCA, is amended to read: 

11 "33-2-528. Interest rate weighting factor. (1) The weighting factors referred to in the formulas 

12 stated in 33-2-527 are as follows: 

13 (a) (i) for life insurance: 

14 

15 

16 

17 

18 

Guarantee Duration in Years 

10 or less 

More than 1 O but not more than 20 

More than 20 

Weighting 

Factors 

.50 

.45 

.35 

1 9 (ii) for life insurance, the guarantee duration is the maximum number of years the life insurance can 

20 remain in force on a basis guaranteed in the policy or under options to convert to plans of life insurance 

21 with premium rates or nonforfeiture values, or both, that are guaranteed in the original policy; 

22 (b) . 80 for single premium immediate annuities and for annuity benefits involving life contingencies 

23 arising from other annuities with cash settlement options and guaranteed interest contracts with cash 

24 settlement options; 

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

26 according to the guarantee duration established in Sl:ll3seetieA (2) subsections (1 l(c)(i) through (1 l(c)(iii) and 

27 the tyJje ef Jilan rules and definitions established in established in sul3seotioA subsections (2), (3), and (4): 

28 (i) for annuities and guaranteed interest contracts valued on an issue year basis: 

29 Guarantee Duration in Years Weighting Factor 

30 for Plan Type 
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2 

3 

4 

5 

6 

5 or less 

More than 5 but not more than 10 

More than 10 but not more than 20 

More than 20 

7 (ii) 

8 for annuities and guaranteed interest contracts valued on a 

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

10 

11 

12 

increased by: 

(iii) 

13 for annuities and guaranteed interest contracts valued on 

14 an issue year basisL +other than those ',\1itR Re without cash 

15 settlement options}L that do not guarantee interest on 

16 considerations received more than 1 year after issue or purchase 

17 and for annuities and guaranteed interest contracts valued on a 

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

19 considerations received more than 12 months beyond the valuation 

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

21 subsection (1 )(c)(ii) increased by: 

A B 

.80 .60 

.75 .60 

.65 .50 

.45 .35 

Plan Type 

A B 

.15 .25 

A 

Plan Type 

B 

.05 .05 

LC0440.01 

C 

.50 

.50 

.45 

.35 

C 

.05 

C 

.05 

22 (2) For other annuities with cash settlement options and guaranteed interest contracts with cash 

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

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

25 guarantee duration in excess of 20 years. For other annuities witl:l Re without cash settlement options and 

26 for guaranteed interest contracts witR ne without cash settlement options, the guarantee duration is the 

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

28 commence. 

29 (3) Plan types used in subsection (1 )(cl are: 

30 (a) Plan Type A--No withdrawal is permitted or at any time policyholder may withdraw funds only: 
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(ii with an adjustment to reflect changes in interest rates or asset values since receipt of the funds 

2 by the insurance company; 

3 (iii without S\ffi-A an adjustment but in installments over 5 years or more; or 

4 (iii) as an immediate life annuity. 

5 (bl Plan Type B--(i) Before expiration of the interest rate guarantee, no withdrawal is permitted or 

6 a policyholder may withdraw funds only: 

7 IA) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds 

8 by the insurance company; 

g (Bl without S\ffi-A an adjustment but in installments over 5 years or more. 

1 O (ii) At the end of the interest rate guarantee, funds may be withdrawn without S\ffi-A an adjustment 

11 in a single sum or installments over less than 5 years. 

12 (c) Plan Type C--A policyholder may withdraw funds before expiration of the interest rate guarantee 

13 in a single sum or installments over less than 5 years either: 

14 (ii without adjustment to reflect changes in interest rates or asset values since receipt of the funds 

15 by the insurance company; or 

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

17 (4) (a) An insurer may elect to value guaranteed interest contracts with cash settlement options 

18 and annuities with cash settlement options on either an issue year basis or on a change-in-fund basis. 

1 9 Guaranteed interest contracts witA Ae without cash settlement options and other annuities witA Ae without 

20 cash settlement options must be valued on an issue year basis. 

21 (bl As used in subsection (4): 

22 (i) issue year basis of valuation is a valuation basis under which the interest rate used to determine 

23 the minimum valuation standard for the entire duration of the annuity or guaranteed interest contract is the 

24 calendar year valuation interest rate for the year of issue or year of purchase of the annuity or guaranteed 

25 interest contract; and 

26 (ii) change-in-fund basis of valuation is a valuation basis under which the interest rate used to 

27 determine the minimum valuation standard applicable to each change in the fund held under the annuity 

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

29 fund." 

30 
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Section 18. Section 33-2-529, MCA, is amended to read: 

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

3 33-2-527 is: 

4 (a) for all life insurance, the lesser of the average over a period of 36 months and the average over 

5 a period of 12 months, ending on June 30 of the calendar year next preceding the year of issue, of 

6 Moody's eor13orate beAd yield aveFa§e monthly average eoFJ3orates composite yield on seasoned corporate 

7 bonds; 

8 (b) for single-premium immediate annuities and for annuity benefits involving life contingencies 

9 arising from other annuities with cash settlement options and guaranteed interest contracts with cash 

10 settlement options, the average over a period of 12 months, ending on June 30 of the calendar year of 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

issue or purchase, of Moody's oeF13erate beAd •,iold avera!'jo monthly average 08FJ3Grates 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 or purchase, of Moody's eoF13orate 

boAd yield avoFage monthly average eoFJJOFates composite yield 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 

21 year of issue or purchase, of Moody's eer13erato boAd yield a•1era§e monthly average eerJ3erates 

22 

23 

24 

25 

26 

27 

28 

29 

30 

composite yield on seasoned corporate bonds; 

(e) for other annuities witA AO without cash settlement options and for guaranteed interest 

contracts witA AO without cash settlement options, the average over a period of 1 2 months, ending on June 

30 of the calendar year of issue or purchase, of Moody':; sorJ3erate beAd ~·ield average monthly average 

eer13eFates composite yield on seasoned 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 

eorJ3orate boAEl •tield a><erage monthly average eerJ3erates composite yield on seasoned corporate bonds. 
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(21 If Moody':; corporate boAd yield a•;era§e monthly average corporates composite yield on 

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

3 association of insurance commissioners determines that Moody's corporate Bond 'field a1, 1era§e monthly 

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

5 service, inc., is no longer appropriate for the determination of the reference interest rate, then an alternative 

6 method for determination of the reference interest rate adopted by the national association of insurance 

7 commiss·1oners and approved by rule promulgated b_y the commissioner may be substituted." 

8 

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

1 O "33-2-531. Deposit of reserves -- domestic life insurers. 111 Domestic life insurers shall deposit 

11 and maintain on deposit, in securities and assets, with depositaries and subject to conditions as provided 

12 for in part 6 of this chapter, an amount not less than the reserves on its outstanding life insurance policies 

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

14 (21 Annually on or before April 1, the insurer shall = deposit any additional 5ttefl securities or 

15 assets required under subsection ( 1) and related to the increase of 5ttefl the reserves, minus policy loans, 

16 during the calendar year next preceding, as determined from the insurer's annual statement as at December 

1 7 31 of 5ttefl the preceding year. 

18 (31 A domestic stock life insurer may credit toward 5ttefl the deposit the amount of any other 

19 deposit of the insurer held under part 6 of this chapter for the protection of its policyholders or of its 

20 policyholders and creditors. 

21 (4) Deposits of the reserves of a domestic life insurer under this section Sfla# must consist of 

22 securities and assets acquired and valued in accordance with parts 5 and 8 of this chapter. 

23 (51 Real estate mortgage loans, i!_nd chattel mortgage loans, ane policy loans may be made a part 

24 of the deposit by filing a verified statement of the loans with the commissioner, whieh statoffient shall BO~ 

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

26 deposited with the commissioner Sfla# must be accompanied by transfer powers in due form. If the insurer 

27 uses real estate acquired under 33-2-832 as a deposit, then a deed of trust, mortgage, or other instrument 

28 sufficient to convey a security interest in 5ttefl the real estate, in a form acceptable to the commissioner, 

29 Sfla# must be completed in due form and recorded prior to being deposited with the commissioner. 

30 (61 If default occurs in the payment of interest or principal of any deposited security and 5ttefl the 
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default continues for a period of 120 days, the commissioner may declare S1cl6R the security no longer 

2 eligible for deposit under this section." 

3 

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

5 "33-2-701 . Annual statement -- revocation or fine for failure to file -- penalty for perjury. ( 1) Each 

6 authorized insurer shall annually on or before March 1 file with the commissioner a full and true statement 

7 of its financial condition, transactions, and affairs as of the preceding December 31 preeeding. The 

8 statement must be in the general form and context as is required or not disapproved by the commissioner, 

9 as is in current use for similar reports to states in general with respect to the type of insurer and kinds of 

10 insurance to be reported upon, and as supplemented for additional information required by the 

11 commissioner. The statement must be completed in accordance with the annual statement instructions and 

12 the accounting practices and procedures manual of the national association of insurance commissioners. 

13 The statement must be accompanied by an actuarial opinion attesting to the adequacy of the insurer's 

14 reserves. The statement must be verified by the oath of the insurer's president or vice-president and 

15 secretary or, if a reciprocal insurer, by the oath of the attorney-in-fact or its like officers if a corporation. 

16 The commissioner may waive the verification under oath. 

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

18 financial statements with the national association of insurance commissioners. The filing date for 

19 submission of the annual statement diskette is March 1. The filing dates for the quarterly statement 

20 diskettes are as follows: 

21 (i) the first calendar quarter filing is due May 15; 

22 (ii) the second calendar quarter filing is due August 15; and 

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

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

25 requirements. 

26 +2t@l The statement of an alien insurer must relate only to its transactions and affairs in the United 

27 States unless the commissioner requires otherwise. If the commissioner requires a statement as to an alien 

28 insurer's affairs throughout the world, the insurer shall file the statement with the commissioner as soon 

29 as reasonably possible. The statement must be verified by the insurer's United States manager or other 

30 authorized officer. 
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~ill The commissioner may refuse to accept the fee for continuance of the insurer's certificate 

2 of authority, as provided in 33-2-117, or may suspend or revoke the certificate of authority of any insurer 

3 failing to file its annual statement when due or within an extension of time that the commissioner may 

4 grant. 

5 t4t@ Any director, officer or insurance producer, or employee of any company who subscribes 

6 to, makes, or concurs in making or publishing any annual statement or any other statement required by law 

7 knowing that the saFT1e to oontain statement contains any material statement which is false shall be 

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

9 ™ifil At time of filing, the insurer shall pay to the commissioner the fee for filing its statement as 

10 prescribed in 33-2-708. 

11 «»ill The commissioner may impose a fine not to exceed $100 a day for each day after March 

12 1 that an insurer fails to file the annual statement referred to in subsection ( 1). The fine may not exceed 

13 a maximum of $1,000." 

14 

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

16 "33-2-705. Report on premiums and other consideration -- tax. ( 1) Each authorized insurer and 

1 7 each formerly authorized insurer with respect to premiums received while an authorized insurer in this state 

18 shall file with the commissioner, on or before March 1 each year, a report in a form prescribed by the 

19 commissioner showing total direct premium income, including policy, membership, and other fees, 

20 premiums paid by application of dividends, refunds, savings, savings coupons, and similar returns or credits 

21 to payment of premiums for new or additional or extended or renewed insurance, charges for payment of 

22 premium in installments, and all other consideration for insurance from all kinds and classes of insurance, 

23 whether designated as a premium or otherwise, received by a life insurer or written by an insurer other than 

24 a life insurer during the preceding calendar year on account of policies covering property, subjects, or risks 

25 located, resident, or to be performed in Montana, with proper proportionate allocation of premium as to 

26 property, subjects, or risks in Montana insured under policies or contracts covering property, subjects, or 

27 risks located or resident in more than one state, after deducting from the total direct premium income 

28 applicable cancellations, returned premiums, the unabsorbed portion of any deposit premium, the amount 

29 of reduction in or refund of premiums allowed to industrial life policyholders for payment of premiums direct 

30 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 

2 total charge for the insurance. A deduction may not be made of the cash surrender values of policies. 

3 Considerations received on annuity contracts may not be included in total direct premium income and are 

4 not subject to tax. 

5 (2) Coincident with the filing of the tax report referred to in subsection ( 1}, each insurer shall pay 

6 to the commissioner a tax upon the net premiums computed at the rate of 2 3/4%. 

7 (3) That portion of the tax paid under this section by an insurer on account of premiums received 

8 for fire insurance must be separately specified in the report as required by the commissioner, for 

9 apportionment as provided by law. When insurance against fire is included with insurance of property 

10 against other perils at an undivided premium, the insurer shall make a reasonable allocation from the entire 

11 premium to the fire portion of the coverage as must be stated in the report and as may be approved or 

12 accepted by the commissioner. 

13 (4) With respect to authorized insurers, the premium tax provided by this section must be payment 

14 in full and in lieu of all other demands for any and all state, county, city, district, municipal, and school 

15 taxes, licenses, fees, and excises of whatever kind or character, excepting only those prescribed by this 

16 code, taxes on real and tangible personal property located in this state, and taxes payable under 50-3-109. 

17 (5) The commissioner may suspend or revoke the certificate of authority of any insurer Wftt€H that 

18 fails to pay its taxes as required under this section. 

19 (6) In addition to the penalty provided for in subsection (5), the commissioner may impose upon 

20 an insurer who fails to pay the tax required under this section a fine of $100 plus interest on the delinquent 

21 amount at the annual interest rate establishes in 31 1 107 of 12%. 

22 (7) The commissioner may by rule provide a quarterly schedule for payment of portions of the 

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

24 

25 Section 22. Section 33-2-708, MCA, is amended to read: 

26 "33-2-708. Fees and licenses. ( 1} Except as provided in 33-17-212(2), the commissioner shall 

27 collect in aEl'>'anee and the persons served shall pay to the commissioner the following fees: 

28 (a) certificates of authority: 

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

30 original articles of incorporation of domestic insurers as provided in subsection (1 )lbH, and other charter 
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documents, bylaws, financial statement, examination report, power of attorney to the commissioner, and 

2 all other documents and filings required in connection with the application and for issuance of an original 

3 certificate of authority, if issued: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

IA) domestic insurers . 

IB) foreign insurers ... 

Iii) annual continuation of certificate of authority 

(iii) reinstatement of certificate of authority 

{iv) amendment of certificate of authority 

{bl articles of incorporation: 

$ 600.00 

600.00 

600.00 

25.00 

50.00 

(ii filing original articles of incorporation of a domestic insurer, exclusive of fees required to be paid 

by the corporation to the secretary of state .................................. . 20.00 

(ii) filing amendment of articles of incorporation, domestic and foreign insurers, exclusive of fees 

required to be paid to the secretary of state by a domestic corporation 

(c) filing bylaws or amendment to bylaws when required .... 

25.00 

10.00 

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

authority 

(e) insurance producer's license: 

(i) application for original license, including issuance of license, if issued 

Iii) appointment of insurance producer, each insurer, electronically filed 

(iii) appointment of insurance producer, each insurer, nonelectronically filed 

(iv) temporary license ................................... . 

25.00 

15.00 

10.00 

15.00 

15.00 

(v) amendment of license, fexcluding additions to license+, or reissuance of master license 15 .00 

(vi) termination of insurance producer, each insurer, electronically filed 

(viii termination of insurance producer, each insurer, nonelectronically filed 

(f) nonresident insurance producer's license: 

(i) application for original license, including issuance of license, if issued 

(ii) appointment of insurance producer, each insurer, electronically filed 

(iii) appointment of insurance producer, each insurer, nonelectronically filed 

(iv) annual renewal of license 

10.00 

15.00 

100.00 

10.00 

15.00 

10.00 

(v) amendment of license, +excluding additions to license+, or reissuance of master license 15 .00 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

(vi) termination of insurance producer, each insurer, electronically filed 

(vii) termination of insurance producer, each insurer, nonelectronically filed 

10.00 

15.00 

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

examination 

(hl surplus lines insurance producer license: 

(i) application for original license and for issuance of license, if issued 

(ii) annual renewal of license 

(i) adjuster's license: 

(il application for original license and for issuance of license, if issued 

(ii) annual renewal of license 

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

(k) motor club representative's license: 

(i) application for original license and issuance of license. if issued 

Iii) annual renewal of license 

15.00 

50.00 

50.00 

15.00 

15.00 

10.00 

15.00 

15.00 

Will commissioner's certificate under seal, fexcept when on certificates of authority or 

licenses} ..................... . 

f+Hml copies of documents on file in the commissioner's office, per page 

ffA+.l.ol policy forms: 

(i) filing each policy form 

10.00 

.50 

25.00 

(ii) filing each application, certificate, enrollment form, rider, endorsement, amendment, insert page, 

schedule of rates, and clarification of risks 10.00 

(iii) maximum charge if policy and all forms submitted at one time or resubmitted for approval within 

180 days, provided that all additional forms relate to the same policy ... 100.00 

24 WJ.Ql applications for approval of prelicensing education courses: 

25 (il reviewing initial application 150.00 

26 (ii) periodic review . . . . . . . 50.00 

27 (2) The commissioner shall establish by rule fees commensurate with costs for filing documents 

28 and conducting the course reviews required by 33-17-1204 and 33-17-1205. 

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

30 domestic and foreign insurer when it submits a fee for annual continuation of its certificate of authority. 

~na Leg/stative Count:// 
- 31 -



54th Legislature LC0440.01 

(4)(a) Except as provided in subsection (4)(b), the commissioner shall promptly deposit with the 

2 state treasurer to the credit of the general fund oi this state all fines and penalties, those amounts received 

3 pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees and examination and miscellaneous charges 

4 that are collected by the commissioner pursuant to Title 33 and the rules adopted under Title 33, except 

5 that all fees for filing documents and conducting the course reviews required by 33-17-1204 and 

6 33-17-1205 must be deposited in the state special revenue fund pursuant to 33-17-1207. 

7 (bl The accreditation fee required by subsection (3) must be turned over promptly to the state 

8 treasurer who shall deposit the money in the state special revenue fund to the credit of the commissioner's 

9 office. The accreditation fee funds must be used only to pay the expenses of the commissioner's office in 

1 O discharging the administrative and regulatory duties that are required to meet the minimum financial 

11 regulatory standards established by the national association of insurance commissioners, subject to the 

12 applicable laws relating to the appropriation of state funds and to the deposit and expenditure of money. 

13 The commissioner is responsible for the proper expenditure of the accreditation money. 

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

15 amounts in excess of $10 will be refunded." 

16 

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

18 "33-2-803. General qualifications of investments. 11 I Ne 8. security or investment, other than real 

19 and personal property acquired under 33-2-832, shall be is not eligible for acquisition unless it is interest 

20 bearing or interest accruing or dividend or income paying, if not then in default in any respect, and the 

21 insurer is entitled to receive for its exclusive account and benefit the interest or income accruing thereon 

22 on the security or investment. However, up to 3% of a company's total assets may be invested in 

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

24 (2) Ne 6 security or investment shall so is not eligible for purchase at a price above its market 

25 value. 

26 131 Ne 6 provision of this part ~ may not prohibit the acquisition by an insurer of other or 

27 additional securities or property if received as a dividend or as a lawful distribution of assets or under a 

28 lawful and bona fide agreement of bulk reinsurance, merger, or consolidation. Any investment se acquired 

29 wRieR that is not otherwise eligible under this part ~ must be disposed of pursuant to 33-2-842 if 

30 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: 

2 "33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets 

3 categories of investments only within applicable limits as follows: 

4 (1) An insurer~ may not, except with the consent of the commissioner, have at any one time 

5 any combination of investments in or loans upon the security of the obligations, property, or securities of 

6 any one person or insurer aggregating an amount exceeding 5% of the insurer's assets. This restriction~ 

7 does not apply as to general obligations of the United States of America or of any state or include policy 

8 loans made under 33-2-825. 

9 (2) An insurer~ may not invest in or hold at any one time more than 10% of the outstanding 

1 O voting stock of any corporation, except with the consent of the commissioner given with respect to voting 

11 rights of preference stock during default of dividends. This provision does not apply as to stock of a 

12 wholly-owned subsidiary of the insurer or to controlling stock of an insurer acquired under 33-2-821. 

13 (3) An insurer, other than title insurer, shall invest and maintain invested funds not less in amount 

14 than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like 

15 kinds of insurance, only in cash and the securities provided for under the following sections: 33-2-811 (1 ), 

16 33-2-812, and 33-2-830. 

17 (4) A life insurer shall also invest and keep invested its funds in an amount not less than the 

18 reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in 

19 cashL andfor tAe in securities, in both cash and securities, or in investments provided for under 33-2-531. 

20 (5) Except with the commissioner's consent, an insurer ~ may not have invested at any one 

21 time more than 20% of its assets in the class of securities described in 33-2-818, exclusive of obligations 

22 of public utilities. 

23 (6) An insurer may not invest and have invested at any one time in aggregate amount flet more 

24 than -+G% 15 % of its assets in all stocks under 33-2-820 and 33-2-821. Determination of the amount 

25 wfli6fl that an insurer has invested in common stocks for the purposes of this provision~ must be based 

26 on the cost of Stl6R the stocks to the insurer. This provision ~ does not apply as to stock of a controlled 

27 or subsidiary insurance corporation or other corporations under 33-2-821 and 33-2-822. 

28 (7) Except with the commissioner's consent, an insurer may not have invested at any one time 

29 more than 5 % of its assets in securities allowed under 33-2-824. 

30 (8) Except with the commissioner's consent, an insurer ~ may not have invested at any one 
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time more than 10% of its assets in the class of securities described in any one of the following sections: 

2 33-2-814, 33-2-819, and 33-2-823. 

3 (9) Limits as to investments in the category of real estate shall be as provided in 33-2-832. Other 

4 specific limits SRaU apply as stated in the sections dealing with other respective kinds of investments." 

5 

6 Section 25. Section 33-2-820, MCA, Is amended to read: 

7 "33-2-820. Common stocks. An insurer may invest in nonassessable common stocks, other than 

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

9 Canada or any state or province ~' if cash or stool\ dividends have seen earned and paiEi en i,ts 

1 O cen:tn:ten steel\ in each of the !i fiscal years proeeding such acquisition and it, further, all prior obligations 

11 or preference stock of such corporation, if any, are eligiele for investn:tent under this part. If the issuing 

12 oarperation has net seen in legal OJ(istenca fer the wlmle of the !i proeeding fiscal years b1.:1t was tern:ted 

1 3 as a eonsolidation or n:torger of two er n:tere businesses, the test of eligieility fer investment of its common 

14 stock under this seetien shall ee eased upon censeliEiatien pre terrna statements of the prodecesser er 

15 eonstit1.:1ent institutions." 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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

"33-2-1111. Registration of insurers -- requisites -- termination. ( 1) e¥0fY 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 Wflielt that are substantially 

similar to those contained in this section is not required to register. Any insurer whioh is subject to 

registration under this section shall register within 15 days after it llecemes becoming subject to 

registration, unless the commissioner for good cause ~ extends the time for registration, ana then 

within the eMtended time. The commissioner may require any authorized insurer Wflielt that is a member 

of a holding company system ~ 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 domiciliary in the jurisdiction where the company is domiciled. 

(2) e¥0fY An insurer 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, which that must contain 
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current information about: 

2 (a) the capital structure, general financial condition, ownership, and management of the insurer and 

3 any person controlling the insurer; 

4 (bl the identity of every member of the insurance holding company system; 

5 (c) the followiA§ agrooA'loAts iA forso, existing relationships suesistiA§, aft€i transactions currently 

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

7 (i) loans, other investments, or purchases, sales, or exchanges of securities of the affiliates by the 

8 insurer or of the insurer by its affiliates; 

9 (ii) purchases, sales, or exchanges of assets; 

10 (iii) transactions not in the ordinary course of business; 

11 (iv) guaranties or undertakings for the benefit of an affiliate Wfl+eR that result in an actual 

12 contingent exposure of the insurer's assets to liability, other than insurance contracts entered into in the 

13 ordinary course of the insurer's business; 

14 (v) all management and service contracts and all cost-sharing arrangements, other thaA cost 

15 alloeatioA arraA§eA'leAts eased u130A §0Aerally aeee13ted aooouAtiA§ 13riAoi13les; 

16 (vi) reinsurance agreements covering all or substantially all of one or more lines of insurance of the 

17 ceding company; 

18 (vii) dividends and other distributions to shareholders; and 

19 !viii) consolidated tax allocation agreements; 

20 (d) aH'f 2 pledge of the insurer's stock, including stock of a subsidiary or controlling affiliate for a 

21 loan made to a member of the insurance holding company system; 

22 (e) all matters concerning transactions between registered insurers and any affiliates as may be 

23 included from time to time in aH'f registration forms adopted or approved by the commissioner. 

24 (3) A registration statement must contain a summary outlining each item in the current registration 

25 statement that represents a change from the prior registration statement. 

26 14) Information need not be disclosed on the registration statement filed pursuant to subsection 

27 (2) if the information is not material for the purposes of this section. Unless the commissioner by rule or 

28 order provides otherwise, sales, purchases, exchanges, loans or extensions of credit, or investments 

29 involving 1 /2 of 1 % or less of an insurer's admitted assets as of the prior December 31 A0lH 13rooeEliA§ are 

30 not material for purposes of this section. 

~na Legislative councll 
- 35 -



54th Legislature LC0440.01 

15) A person within an insurance holding company system subject to registration shall provide 

2 complete and accurate information to an insurer if the information is reasonably necessary to enable the 

3 insurer to comply with Title 33, chapter 2, part 11. 

4 16) Each registered insurer shall keep current the information required to be disclosed in its 

5 registration statement by reporting all material changes or additions on amendment forms provided by the 

6 commissioner within 15 days after the end of the month in which it learns of each change or addition. 

7 (7) The commissioner shall terminate the registration of any insurer Wf'li€J:! that demonstrates that 

8 it no longer is a member of an insurance holding company system. 

9 (8) The commissioner may require or allow two or more affiliated insurers subject to registration 

1 O under this section to file a consolidated registration statement or consolidated reports amending their 

11 consolidated registration statement or their individual registration statements. 

12 (9) The commissioner may allow an insurer~ that is authorized to do business in this state 

13 and Wflt6fl that is part of an insurance holding company system to register on behalf of any affiliated insurer 

14 which is required to register under subsection ( 11 and to file all information and material required to be filed 

1 5 under this section." 

16 

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

18 "33-2-1201. Limit of risk. ( 1 l An insurer may not retain any risk on any one subject of insurance, 

19 whether located or to be performed in this state or elsewhere, in an amount exceeding 10% of its surplus 

20 to policyholders. 

21 (2) A "subject of insurance" for the purposes of this section, as to insurance against fire and 

22 hazards other than windstorm, earthquake, or other catastrophe hazards, includes all properties insured by 

23 the same insurer which are customarily considered by underwriters to be subject to loss or damage from 

24 the same fire or the same occurrence of the other hazard insured against. 

25 (3) Reinsurance ceded as authorized by this part must be deducted in determining risk retained. 

26 As to surety risks, deduction must also be made of the amount assumed by any established incorporated 

27 cosurety and the value of any security deposited, pledged, or held subject to the surety's consent and for 

28 the surety's protection. 

29 14) As to alien insurers, this section only relates to risks and surplus to policyholders of the 

30 insurer's United States branch. 
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9 

(5) "Surplus to policyholders" 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 commissioner 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 liability coverages, 

Sf)rinklered 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." 

10 Section 28. Section 33-2-1216, MCA, is amended to read: 

11 "33-2-1216. Credit allowed domestic ceding insurer. 11) Credit for reinsurance is allowed to a 

12 domestic ceding insurer as either an asset or a deduction from liability on account of reinsurance ceded only 

13 when the reinsurer meets the requirements of subsection (2), (3), (4), (5), or 16). If the requirements of 

14 subsection (4) or 15) are met, the requirements of subsection 17) must also be met. 

15 12) Credit must be allowed when the reinsurance is ceded to an assuming insurer that is licensed 

16 to transact insurance or reinsurance in this state. 

17 (3) Credit must be allowed when the reinsurance is ceded to an assuming insurer that is accredited 

18 as a reinsurer in this state. Credit may not be allowed a domestic ceding insurer if the assuming insurer's 

19 accreditation has been revoked by the commissioner after notice and hearing. An accredited reinsurer is 

20 one that: 

21 (a) files with the commissioner evidence of its submission to this state's jurisdiction; 

22 lb) submits to this state's authority to examine its books and records; 

23 le) is licensed to transact insurance or reinsurance in at least one state or, in the case of a United 

24 States branch of an alien assuming insurer, is entered through and licensed to transact insurance or 

25 reinsurance in at least one state; 

26 Id) files annually with the commissioner a copy of its annual statement filed with the insurance 

27 department of its state of domicile and a copy of its most recent audited financial statement and either: 

28 (i) maintains a surplus with regard to policyholders in an amount that is not less than $20 million 

29 and whose accreditation has not been denied by the commission.er within 90 days of its submission; or 

30 Iii) 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. 

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

3 (i) the reinsurance is ceded to an assuming insurer that is domiciled and licensed in or, in the case 

4 of a United States branch of an alien assuming insurer, is entered through a state that employs standards 

5 regarding credit for reinsurance substantially similar to those applicable under this statute; and 

6 (ii) the assuming insurer or the United States branch of an alien assuming insurer: 

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

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

9 (bl The requirement of subsection (4)(a)(i) does not apply to reinsurance ceded and assumed 

1 O pursuant to pooling arrangements among insurers in the same holding company system. 

11 (51 (a) Credit must be allowed when the reinsurance is ceded to an assuming insurer that maintains 

12 a trust fund in a qualified United States financial institution for the payment of the valid claims of its United 

13 States policyholders and ceding insurers and their assigns and successors in interest. The assuming insurer 

14 shall report annually to the commissioner information substantially the same as that required to be reported 

15 on the NAIC annual statement form by licensed insurers to enable the commissioner to determine the 

16 sufficiency of the trust fund. 

17 (b) (i) In the case of a single assuming insurer .. the trust must consist of a trusteed account 

18 representing the assuming insurer's liabilities attributable to business written in the United States, and in 

19 addition, the assuming insurer shall maintain a surplus with the trustee of not less than $20 million. 

20 (ii) In the case of a groupL m including incorporated and individual unincorporated underwriters, 

21 the trust must consist of a trusteed account representing the group's liabilities attributable to business 

22 written in the United States, and in addition, the group shall maintain a surplus with the trustee of which 

23 $100 million must be held jointly for the benefit of United States ceding insurers of any member of the 

24 group. 

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

26 other than underwriting as members of the group and are subiect to the same level of solvency regulation 

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

28 the commissioner an annual certification of the solvency of each underwriter by the §FOl:lp's aelflioiliar.,, 

29 insurance regulator and the independent public accountants in the iurisdiction where the underwriter is 

30 domiciled ana its independent p1;elie aeoolclntants. 
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fiii+lli!.l. In the case of a group of incorporated insurers under common administration: 

2 (A) the provisions of subsection (e)(s)(iiil(B) (5l(bl(iv)IB) apply, to the group that: 

3 (I) complies with the reporting requirements contained in subsection (5)(a); 

4 (II) has continuously transacted an insurance business outside the United States for at least 3 years 

5 immediately prior to making application for accreditation; 

6 (Ill) submits to this state's authority to examine its books and records and bears the expense of the 

7 examination; and 

8 (IV) has aggregate policyholders' surplus of $10 billion; 

9 (B) (I) the trust must be in an amount equal to the group's several liabilities attributable to business 

10 ceded by United States ceding insurers to any member of the group pursuant to reinsurance contracts 

11 issued in the name of the group; 

1 2 (II) the group shall maintain a joint surplus with a trustee of which $100 million is held jointly for 

13 the benefit of United States ceding insurers of any member of the group as additional security for any 

14 liabilities; and 

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

16 the member's solvency by the memser's domisiliaP; re§1:1lator and its independent p1:1slis asc01:1ntant 

17 insurance regulator and the independent public accountants in the jurisdiction where the underwriter is 

18 domiciled. 

19 (c) The trust must be established in a form approved by the commissioner. The trust instrument 

20 must provide that contested claims are valid and enforceable upon the final order of any court of competent 

21 jurisdiction in the United States. The trust must vest legal title to its assets in the trustees of the trust for 

22 its United States policyholders and ceding insurers and their assigns and successors in interest. The trust 

23 and the assuming insurer are subject to examination as determined by the commissioner. The trust 

24 described in this subsection (c) must remain in effect for as long as the assuming insurer has outstanding 

25 obligations due under the reinsurance agreements subject to the trust. 

26 (d) No later than February 28 of each year, the trustees of the trust shall report to the 

27 commissioner in writing setting forth the balance of the trust and listing the trust's investments at the end 

28 of the preceding year. The trustees shall certify the date of termination of the trust, if planned, or certify 

29 that the trust may not expire prior to the following December 31. 

30 (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), (41, or (5) but only with respect to the insurance of risks 

2 located in a jurisdiction in which the reinsurance is required by applicable law or regulation of that 

3 jurisdiction. 

4 (7) (a) If the assuming insurer is not licensed or accredited to transact insurance or reinsurance in 

5 this state, the credit permitted by subsections 141 and (5) may not be allowed unless the assuming insurer 

6 agrees in the reinsurance agreements: 

7 Iii that in the event of the failure of the assuming insurer to perform its obligations under the terms 

8 of the reinsurance agreement, the assuming insurer, at the request of the ceding insurer, will: 

9 IA) submit to the jurisdiction of any court of competent jurisdiction in any state of the United 

10 States; 

11 IB) comply with all requirements necessary to give the court jurisdiction; and 

12 (Cl abide by the final decision of the court or of any appellate court in the event of an appeal; and 

1 3 (ii) to designate the commissioner or a designated attorney as its attorney upon whom may be 

14 served any lawful process in any action, suit, or proceeding instituted by or on behalf of the ceding 

15 company. 

16 (b) Subsection (71 (al(i) is not intended to conflict with or override the obligation of the parties to 

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

18 

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

20 "33-2-1217. Reduction of liability for reinsurance ceded by domestic insurer to assuming insurer 

21 -- definition. A reduction from liability for the reinsurance ceded by a domestic insurer to an assuming 

22 insurer not meeting the requirements of 33-2-1216 must be allowed in an amount not exceeding the 

23 liabilities carried by the ceding insurer. The reduction must be in the amount of funds held by or on behalf 

24 of the ceding insurer, including funds held in trust for the ceding insurer: 

25 (1 I under a reinsurance contract with the assuming insurer as security for the payment of 

26 obligations under the contract if the security is held in the United States subject to withdrawal solely by 

27 and under the exclusive control of the ceding insurer; or 

28 (2) in the case of a trust, in a qualified United States financial institution. This security may be in 

29 the form of: 

30 (al cash; 

~na Legislative councn 
- 40 -



54th Legislature LC0440.01 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

(bl 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 I2)(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 regulated, supervised, and examined by United States federal or state authorities with 

regulatory authority over 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 to 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)Icl. "qualified United States financial 

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

(al 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 

lb) is regulated, supervised, and examined by federal or state authorities having regulatory 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 

2 cessions after October 1, 1993, under reinsurance agreements that have had an inception, anniversary, or 

3 renewal date on or eeft}f6 after April 1, 1993." 

4 

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

6 "33-2-1510. Minimum standards. Unless there is a written contract between a controlling producer 

7 and a controlled insurer specifying the responsibilities of each party, the controlled insurer may not accept 

8 business from the controlling producer and the controlling producer may not place business w·1th the 

9 controlled insurer. The contract must be approved by the board of directors of the controlled insurer and 

10 must contain the following minimum provisions: 

1 1 ( 1) The controlled insurer may terminate the contract for cause, upon written notice to the 

12 controlling producer. The controlled insurer shall suspend the authority of the controlling producer to write 

13 business during the pendency of any dispute regarding the cause for the termination. 

14 (2) The controlling producer shall render to the controlled insurer accounts detailing all material 

15 transactions, including information necessary to support all commissions, charges, and other fees received 

16 by or owing to the controlling producer. 

17 (3) On at least a monthly basis, the controlling producer shall remit to the controlled insurer all 

18 funds due under the terms of the contract. The due date must be fixed so that premiums or installments 

1 9 of premiums collected must be remitted no later than 90 days after the effective date of any policy placed 

20 with the controlled insurer under the contract. 

21 (4) In accordance with the provisions of this title, all funds collected for the controlled insurer's 

22 account must be held by the controlling producer in a fiduciary capacity, in one or more appropriately 

23 identified bank accounts in banks that are members of the federal reserve system. However, funds of a 

24 controlling producer not required to be licensed in this state must be maintained in compliance with the 

25 requirements of the jurisdiction in which the controlling 13roeli:wor's eof!'lieiliary juriseietieA producer is 

26 domiciled. 

27 (5) The controlling producer shall maintain separately identifiable records of business written for 

28 the controlled insurer. 

29 (6) The contract may not be assigned in whole or in part by the controlling producer. 

30 (71 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 

2 rejection of risks. The controlling producer shall adhere to the standards, rules, procedures, rates, and 

3 conditions. The standards, rules, procedures, rates, and conditions must be the same as those applicable 

4 to comparable business placed with the controlled insurer by a producer other than the controlling producer. 

5 18) The rates and terms of the controlling producer's commissions. charges, or other fees and the 

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

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

8 comparable business placed with the controlled insurer by producers other than controlling producers. For 

9 purposes of subsection (7) and this subsection, examples of "comparable business" include the same lines 

10 of insurance, same kinds of insurance, same kinds of risks, similar policy limits, and similar quality of 

11 business. 

12 (9) If the contract provides that on insurance business placed with the controlled insurer, the 

13 controlling producer is to be compensated contingent upon the controlled insurer's profits on that business, 

14 then the compensation may not be determined and paid until at least 5 years after the premiums on liability 

15 insurance are earned and at least 1 year after the premiums are earned on any other insurance. The 

16 commissions may not be paid until the adequacy of the controlled insurer's reserves on remaining claims 

17 has been independently verified pursuant to 33-2-1512. 

18 110) The rates and terms of the controlling producer's commissions, charges, or other fees and 

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

20 insurer may establish a different limit for each line or subline of business. The controlled insurer shall notify 

21 the controlling producer when the applicable limit is approached and may not accept business from the 

22 controlling producer if the limit is reached. The controlling producer may not place business with the 

23 controlled insurer if it has been notified by the controlled insurer that the limit has been reached. 

24 ( 11) The controlling producer may negotiate but may not bind reinsurance on behalf of the 

25 controlled insurer on business that the controlling producer places with the controlled insurer, except that 

26 the controlling producer may bind facultative reinsurance contracts pursuant to obligatory facultative 

27 agreements if the contract with the controlled insurer contains underwriting guidelines. For reinsurance 

28 assumed and ceded, the guidelines must include a list of reinsurers with which the automatic agreements 

29 are in effect, the coverages and amounts or percentages that may be reinsured, and commission 

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

2 "33-2-1605. Penalties and liabilities. (1) If, after a hearing conducted in accordance with Title 33, 

3 chapter 1, part 7, the commissioner finds that a person has violated any provision of this part, the 

4 commissioner may order: 

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

6 lb) revocation or suspension of the producer's license; and 

7 (c) the managing general agent to reimburse the insurer, the rehabilitator, or a liquidator of the 

8 insurer for any losses incurred by the insurer caused by a violation of this part committed by the managing 

9 general agent. 

1 0 (2) An order of the commissioner pursuant to subsection 11 I is subject to judicial review pursuant 

11 to33-1-711. 

12 (3) This section does not limit the power of the commissioner to impose any other penalty provided 

13 in this title. 

14 14) This part does not limit the rights of policyholders, claimants, or auEliters creditors." 

15 

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

17 "33-3-431. Borrowed surplus. ( 11 A domestic stock or mutual insurer may borrow money to 

18 defray the expenses of its organization, to provide it with surplus funds, or for any purpose of its business, 

19 upon a written agreement that SHel'\ the money is required to be repaid only out of the insurer's surplus in 

20 excess of that stipulated in StJeR the agreement. The agreement may provide for interest at a rate fie not 

21 greater than the rate established in 25-9-205, wl=lieh inwrest shall er sl=lall net eenstitute a lial:lility et tl=le 

22 insurer as te its funEls etl=ler than sueh eMeess of surf.)lus, as and whether the interest constitutes a liability 

23 of the insurer must be stipulated in the agreement. Ne 8. commission or promotion expense sl=\aU may not 

24 be paid in connection with any sueh fl. loan of the type described in this section. 

25 (2) Money ee borrowed, together with the interest thereen if se stipulated in the agreement, sl=\aU 

26 does not form a part of the insurer's legal liabilities except as to its surplus in excess of the amount thereof 

27 stipulated in the agreement or ee the basis of any setoff7~ m¾t However, until the money or interest. or 

28 both, are repaid, financial statements filed or published by the insurer &Rall must show as a footnote tl=lereto 

29 the amount theroef then unpaid together with any interest thereon accrued but unpaid. 

30 (3) Any suel=l 8. loan of this type to a mutual or stock insurer shall l:le 12 subject to the 
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commissioner's approval. Tho insurer shall, in advance of tho loan, file with tho commissioner a statement 

2 of tho purpose of tho loan and a copy of tho proposed loan agreement. The loan and agreement shall 130 

3 aeoA1od are approved unless within 15 days after date of sueh filing tho insurer is notified of the 

4 commissioner's disapproval and the reasons therefor reasons for tho disapproval. Tho commissioner shall 

5 disapprove any proposed loan or agreement if M tho commissioner finds the loan is unnecessary or 

6 excessive for tho purpose intended or that tho terms of tho loan agreement are not fair and equitable to tho 

7 parties, and to other similar lenders, if any, to tho insurer, or that tho information se filed by tho insurer is 

8 inadequate. 

9 (4) /\nv sueh ~ loan to a mutual or stock insurer or 2 substantial portion thereof of tho loan s-hal! 

1 O must be repaid by tho insurer when it is no longer reasonably necessary for tho purpose originally intended. 

11 ~lo repayA1ent of sueh loan shall Repayment of either principal or interest on the loan may not be made by 

12 a mutual or stock insurer unless in advaneo approved in advance by tho commissioner. 

13 (5) This section s-hal! does not apply to loans obtained by tho insurer in tho ordinary course of 

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

15 

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

17 "33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. ( 1) Tho 

18 individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall file with tho 

19 commissioner: 

20 (a) a declaration of their intention to form~ tho corporation, whieh deelaration shall be signed 

21 by at least 100 incorporators if a proposed state mutual insurer or by at least 25 incorporators if a proposed 

22 county mutual insurer; and 

23 (b) proposed articles of incorporation executed in 11uadruplieate triplicate by three or more of the 

24 incorporators and acknowledged by each before a person authorized to take and verify acknowledgments 

25 of conveyance of real property. 

26 (2) The articles of incorporation s-hal! must state: 

27 (a) tho name of tho corporation. If a state mutual insurer, tho words "farm mutual" must be a part 

28 of tho name; if a county mutual insurer, tho name s-hal! must contain tho words "farm mutual" or "rural 

29 mutual" together with the name of the county wherein is to be loeated in which its principal place of 

30 business is to be located. Tho name s-hal! may not be so similar to one already used by a corporation in 
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this state as to be misleading. 

2 lb) if a county mutual insurer, the name of the county or counties in which the corporation is to 

3 transact insurance and the address where its principal business office will be located; 

4 Id if a state mutual insurer, the location of its principal business office, which e#i€e must be 

5 located in this state; 

6 (d) the objects and purposes for which the corporation is formed; 

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

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

9 (g) the number of its directors, which sfl8ll may not be less than 5 or more than 11 ;-alse, and the 

1 O names and addresses of the members of the initial board of directors appointed to manage the affairs of 

11 the corporation until the first annual meeting of the members and until their ~uccessors are elected and 

12 qualified; 

13 (h) ~ other provisions, not inconsistent with law, dooFAod considered appropriate by the 

14 incorporators; 

15 (i) the names, residences, and addresses of the incorporators and the value of #le their property 

16 desired to be insured owned by each in the county or counties where the operations of the corporation are 

17 to be carried on. 

18 13) At the time of filing of the articles of incorporation as provided in subsection I 1) abe>,ie, the 

19 incorporators shall pay to the commissioner a filing fee of $1 0. The commissioner shall deposit all such the 

20 fees with the state treasurer to the credit of the general fund of this state." 

21 

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

23 "33-4-203. Approval of articles -- commencement of corporate existence. 11) U13on reeei13t of 

24 13re13osea artielos ef ineor13eratien, tho oeFAFAissiener shall ferwarel tho 13re13esed anieles of ineer13eratien 

25 to tho atterne~• §eneral fer eKaFAinatien. If the atterne•,• §eneral commissioner finds the proposed articles 

26 of incorporation to be in accordance with the provisions of this chapter and not in conflict with the 

27 constitution and laws of the United States of America or of this state, the atterna.,- §Bneral commissioner 

28 shall make a certificate of the facts and return it with the 13ro13esoEI articles to tho eaFAFAissiener. 

29 12) If the commissioner considers the name of the proposed corporation to be so similar to one 

30 already appropriated by another company or corporation as to be likely to mislead the public, the 
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commissioner shall reject the name applied for and shall notify the incorporators of the rejection. 

2 (3) When the proposed articles of incorporation have been approved by the attorno•; general 

3 commissioner, the commissioner shall lil<Bwise endorse the commissioner's approval upon each set of the 

4 articles and forward~ three sets of articles to the incorporators. The incorporators shall file one of the 

5 sets of articles with the secretary of state, one set with the commissioner bearing the certification of the 

6 secretary of state, and one set with the county clerk of the county in which the principal place of business 

7 of the corporation is located and shall pay to the secretary of state and the county clerk the customary 

8 filing fees. The remaining set of articles must be made a part of the corporation's records. 

9 (4) The corporation has legal existence upon the approval of the articles by the attorney !J0neral 

1 O ans tt:le commissioner and completion of the filings referred to in subsection (3), but it may not transact 

11 business as an insurer until it has fulfilled the requirements for and has obtained a certificate of authority 

12 as provided in 33-4-505." 

13 

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

15 "33-5-401. Surplus funds required. I 1) A domestic reciprocal insurer t=iereuneer formee subject 

16 to this part, if it has otherwise complied with the applicable provisions of this code, may be authorized to 

17 transact insurance if it has and tt:iereafter maintains surplus funds as follows: 

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

19 (bl to transact casualty insurance~. ett=ier tt:ian werl1ers' eeFRponsation, surplus funes of net less 

20 than $400,000. 

21 

22 

23 

24 

(i) including 

$600,000; or 

(ii) excluding 

$400,000. 

authority 

authority 

for workers' compensation 

for workers' compensation 

insurance, suq~lus funds of not less than 

insurance, surplus funds of not less than 

25 (21 In addition to surplus funds required to be maintained under subsection I 1) ae&'ffl, the insurer 

26 5flall must have, when first se authorized, expendable surplus in the same amount as required of a like 

27 foreign reciprocal insurer under 33-2-110. 

28 (3) A domestic reciprocal insurer may be authorized to transact additional kinds of insurance if it 

29 has otherwise complied with the provisions of this code tt:ierefer for the additional kinds of insurance and 

30 possesses and so maintains surplus funds in an amount equal to the minimum capital stock required of a 
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stock insurer for authority to transact a like combination of kinds of insurance." 

2 

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

4 "33-7-117. Scope -- provisions applicable. { 1) Except as provided in subsection ( 2), societies are 

5 governed by this chapter and are exempt from all other provisions of the insurance laws of this state, not 

6 only in governmental relations with the state but for every other purpose. The provisions of a law enacted 

7 after January 1, 1992, do not apply to fraternal benefit societies unless expressly made applicable by the 

8 provisions of the law. 

9 (2) In addition to the provisions of this chapter, the provisions of chapter 1, parts 1 through 4 and 

1 O 7; 33-2-104; 33-2-107; 33-2-112; chapter 2, part 13; 33-3-308; 33-1 5-502; aftt:I chapters 17, 18, 20, and 

11 22; and [sections 78 through 81 j apply to fraternal benefit societies to the extent applicable and to the 

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

13 

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

15 "33-10-201. Short title, purpose, scope, and construction. (1) This part shall be kAo',¥A anEl may 

16 be cited as the "Montana Life and Health Insurance Guaranty Association Act". 

17 (2) The purpose of this part is to protect policyowners, insureds, beneficiaries, annuitants, payees, 

18 and assignees of life insurance policies, health insurance policies, annuity contracts, and supplemental 

19 contracts, subject to certain limitations, against failure in the performance of contractual obligations due 

20 to the impairment of the insurer issuing the policies or contracts. 

21 (3) To provide this protection: 

22 {a) an association of insurers is created to enable the guaranty of payment of benefits and of 

23 continuation of coverages; 

24 {bl members of the association are subject to assessment to provide funds to carry out the purpose 

2 5 of this part; and 

26 {c) the association is authorized to assist the commissioner, in the prescribed manner, in the 

27 detection and prevention of insurer impairments. 

28 (4) This part applies to direct, nongroup life, health, annuity, and supplemental policies or 

29 contracts, to certificates under direct group policies and contracts, and to unallocated annuity contracts 

30 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 eoYered policies and contracts specified in subsection (6): 

(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 aAd wha if the persons: 

(i) are residents; or 

reside; 

(ii) 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 

(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, regardless 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)(a). 

(6) This part covers persons specified in subsection I5)(a) for direct, nonqroup 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) af1V policies or contracts or any part of the policies or contracts under which the risk is borne 

by the policyholder; 

(b) af1V 2 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: 

(il 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 

2 the lesser period if the policy or contract was issued less than 4 years before the association became 

3 obligated; and 

4 (ii) on and after the date on which the association becomes obligated with respect to the policy or 

5 contract, exceeds the rate of interest determined by subtracting 3 percentage points from Moody's 

6 corporate bond yield average as is most recently available; 

7 (d) any plan or program of an employer, association, or similar entity to provide life, health, or 

8 annuity benefits to its employees or members to the extent that the plan or program is self-funded or 

9 uninsured, including but not limited to benefits payable by an employer, association, or similar entity under: 

1 O Ii) a multiple employer welfare arrangement, as defined in section 514 of the Employee Retirement 

11 Income Security Act of 1974, as amended; 

12 (ii) a minimum premium group insurance plan; 

13 (iii) a stop-loss group insurance plan; or 

14 (iv) an administrative services only contract; 

15 (e) any portion of a policy or contract to the extent that it provides dividends or experience rating 

16 credits or provides that any fees or allowances be paid to any person, including the policy or contract 

17 holder, in connection with the service to or administration of the policy or contract; 

18 If) any policy or contract issued in this state by a member insurer at a time when it was not 

19 licensed or did not have a certificate of authority to issue the policy or contract in this state; 

20 (g) any unallocated annuity contract issued to an employee benefit plan that is protected under the 

21 federal pension benefit guaranty corporation; and 

22 (h) any portion of any unallocated annuity contract that is not issued to or in connection with a 

23 specific employee, union, or association of natural persons benefit plan or a government lottery. 

24 (7) This part must be liberally construed to effect the purpose under subsections (2) and (3), which 

25 constitute an aid and guide to interpretation. 

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

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

28 

29 

30 

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 l "Account" means any of the three accounts created under 33-10-203. 

2 (2) "Association" means the Montana life and health insurance guaranty association created under 

3 33-10-203. 

4 (3) "Contractual obligation" means any obligation under covered policies. 

5 (4) "Covered policy" means any policy or contract within the scope of this part under subsections 

6 (4) through (6) of 33-10-201. 

7 (5) "Impaired insurer" means: 

8 (a) an insurer which after July 1, 1974, becomes insolvent and is placed under a final order of 

9 liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

10 (bl an insurer considered by the commissioner after July 1, 1974, to be unable or potentially unable 

11 to fulfill its contractual obligations. 

12 (6) ifil "Member insurer" means any persoA at1t"1ori2:eEl ta traAsaot iA t"1is state aAy l<iAEl af 

13 iAstiranoe ta ·1;1"1ie"1 t"1is part applies tinElar stiesaotiaAs (4) ans (el of aa 10 201 insurer that is licensed or 

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

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

16 suspended. revoked, not renewed. or voluntarily withdrawn. 

17 (bl The term does not include: 

18 (i) a health service corporation; 

19 (ii) a health maintenance organization; 

20 (iii) a fraternal benefit society; 

21 (iv) a mandatory state pooling plan; 

22 (v) a mutual assessment company or any entity that operates on an assessment basis; 

23 (vi) an insurance exchange; or 

24 (vii) an entity similar to any of the entities listed in subsections (6)(b)(il through (6)1b)(vi). 

25 (7) "Person" means any individual, corporation, partnership, association, or voluntary organization. 

26 (8) "Premiums" means direct gross insurance premiums and annuity considerations written on 

27 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

28 policyholders on the direct business. "Premiums" do not include premiums and considerations on contracts 

29 between insurers and reinsurers. As used in 33-10-227, "premiums" are those for the calendar year 

30 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 

2 and to whom contractual obligations are owed. 

3 ( 1 O) "Unallocated annuity contract" means an annuity contract or group annuity certificate that is 

4 not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an 

5 individual by the insurer under the contract or certificate." 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 operations liability" means: 

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

owned or controlled by: 

Iii a person who performs that work; or 

(iii 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 to the liability. 

means: 

11.l "Domicile", for purposes of determining the state where a purchasing group is domiciled, 

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

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

m@ "Hazardous financial condition" means that, based on its present or reasonably anticipated 

financial condition, a risk retention group, although not yet financially impaired or insolvent, is unlikely to 

be able to: 

(a) meet obligations to policyholders with respect to known claims and reasonably anticipated 

claims; or 

(bl pay other obligations in the normal course of business. 

ffi.!.41 "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. 

f4Hfil. (al "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 
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damage or loss to other persons resulting from or arising out of: 

2 {i) a business, whether profit or nonprofit, trade, product, service !including professional service), 

3 premises, or operation; or 

4 {ii) an activity of any state or local government or an agency or political subdivision thereof of state 

5 or local government. 

6 {bl The term does not include personal risk liability or an employer's liability with respect to its 

7 employees other than legal liability under the federal Employers' liability Act, +45 U.S.C. 51 through 60}. 

8 As used in this subsection, "personal risk liability" means liability for damages because of injury to any 

9 person, damage to property, or other loss or damage resulting from personal, familial, or household 

10 responsibilities or activities rather than from responsibilities or activities referred to in subsection +4tta)-

11 ifil@l. 

12 fe+ifil "Plan of operation or a feasibility study" means an analysis that presents the expected 

13 activities and results of a risk retention group, including at a minimum: 

14 (a) the coverages, deductibles, coverage limits, rates, and rating classification systems for each 

15 line of insurance the group intends to offer; 

16 (b) historical and expected loss experience of the proposed members and national experience of 

17 similar exposures to the extent this experience is reasonably available; 

18 (c) pro forma financial statements and projections; 

19 {di appropriate opinions by a qualified independent casualty actuary, including a determination of 

20 minimum premium or participation levels required to commence operations and to prevent a hazardous 

21 financial condition; 

22 lel identification of management, underwriting procedures, managerial oversight methods, and 

23 investment policies; and 

24 If) other matters as may be prescribed by the commissioner for liability insurance companies 

25 authorized by the insurance laws of the state where the risk retention group is chartered. 

26 +el-ill "Purchasing group" means a group that: 

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

28 (b) purchases liability insurance only for its group members and only to cover their similar or related 

29 liability exposure, as described in subsection MW iZl.1£)_; 

30 {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, 

2 product, service, premises, or operation; and 

3 (d) is domiciled in any state. 

4 {-7Hfil "Risk retention group" means a corporation or other limited liability association formed under 

5 the laws of any state, Bermuda, or the Cayman Islands: 

6 (a) whose primary activity consists of assuming and spreading all or any portion of the liability 

7 exposure of its group members; 

8 (b) that is organized for the primary purpose of conducting the activity described under subsection 

9 t7Ha+ ifillli; 

1 O (c) (i) that is chartered and licensed as a liability insurance company and authorized to engage in 

1 1 the business of insurance under the laws of any state; or 

12 (ii) that, before January 1, 1985, was chartered or licensed and authorized to engage in the 

13 business of insurance under the laws of Bermuda or the Cayman Islands and, before that date, had certified 

14 to the insurance regulatory official of at least one state that it satisfied the capitalization requirements of 

15 that state. However, StHffi the group is considered to be a risk retention group only if it has been engaged 

16 in business continuously since January 1, 1985, and only for the purpose of continuing to provide 

1 7 insurance to cover product liability or completed operations liability. 

18 IA) !"or p1:1r13oses of tl=lis s1:113seotioR (7), "oeR'lpletea eperatieRs lial3iliW" R'leaRs lial3ility arisiRg 01:1t 

19 of tl=le iRstallatieR, R'laiRteRaRee, er repair of aRy proa1:1et at a site wl=liol=l is Rot 0 1,vRea er eeRtrellea 13y a 

20 person wl=le perferR'ls tl=lat work er l=lires an inaepenaent eeRtraeter to perforR'l tl=lat werlc aRa iRel1:1aes 

21 lial3ility for aeti)•ities wl=lieR are eeR'lpletea er abaRaened before tRe sate of tl=le eee1:1rreRee giviRg rise to tRe 

2 2 lial3ility. 

23 f8t For purposes of this subsection ffi .{fil, "product liability" means liability for damages because 

24 of any personal injury, death, emotional harm, consequential economic damage, or property damageL 

25 fincluding damages resulting from the loss of use of property+. arising out of the manufacture, design, 

26 importation, distribution, packaging, labeling, lease, or sale of a product but does not include the liability 

27 of any person for those damages if the product involved was in the possession of that person when the 

28 incident giving rise to the claim occurred. 

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

30 of the group a competitive advantage over StHffi the person; 
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1 (e) (i) that has as its members only persons who have an ownership interest in the group and that 

2 has as its owners only persons who are members and who are provided insurance by the risk retention 

3 group; or 

4 (ii) that has as its sole member and sole owner an organization that is owned by persons who are 

5 provided insurance by the risk retention group; 

6 (f) whose members are engaged in businesses or activities that are similar or related with respect 

7 to the liability to which the members are exposed by virtue of any related, similar, or common business, 

8 trade, product, service, premises, or operation; 

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

1 0 (i) liability insurance for assuming and spreading all or any portion of the liability of its group 

11 members; and 

12 (ii) reinsurance with respect to the liability of any other risk retention group or member of Sti€fl the 

13 other group that is engaged in businesses or activities so that Sti€fl the group or member meets the 

14 requirement described in subsection rnt4 ifil.ill for membership in the risk retention group that provides 

15 the reinsurance; and 

16 (h) whose name includes the phrase "risk retention group". 

17 +&tifil "State" means any state of the United States or the District of Columbia." 

18 

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

20 "33-11-104. Risk retention groups not chartered in this state. A risk retention group chartered in 

21 a state other than this state and seeking to do business as a risk retention group in this state must observe 

22 and abide by the laws of this state as follows: 

23 (1} Before offering insurance in this state, a risk retention group shall submit to the commissioner: 

24 (a} a statement identifying the state or states where the risk retention group is chartered and 

25 authorized as a casualty insurer, date of chartering, its principal place of business, and other information, 

26 including information on its membership, as the commissioner requires to verify that the risk retention group 

27 is qualified under 33-11-102+7+.[fil; 

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

29 to its state of domicile. However, this provision relating to the submission of a plan of operation or a 

30 feasibility study does not apply with respect to any line or classification of liability insurance that was 
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defined in the federal Product Liability Risk Retention Act of 1981 (15 U.S.C. 3901 through 3904) before 

2 it was amended by P.L. 99-563, approved on October 27, 1986, and that was offered before that date by 

3 a risk retention group that had been chartered and operated for not less than 3 years before that date; and 

4 (cl a statement of registration that designates the commissioner as its agent for the purpose of 

5 receiving service of legal documents or process. 

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

7 (al a copy of the group's financial statement submitted to its state of domicile, which must be 

8 certified by an independent public accountant and contain a statement of opinion on loss and loss 

9 adJustment expense reserves made by a member of the American academy of actuaries or by a qualified 

1 O loss reserve specialist under criteria established by the national association of insurance commissioners; 

11 lb) a copy of each examination of the risk retention group as certified by the insurance regulatory 

12 official of the state in which the examination was conducted or public official conducting the examination; 

13 (cl upon request by the commissioner, a copy of any audit performed with respect to the risk 

14 retention group; and 

15 (d) any information as may be required to verify the group's continuing qualification as a risk 

16 retention group under 33-11-102f+Hfil, 

17 (3) (a) Each risk retention group is liable for the payment of premium taxes and taxes on premiums 

18 of direct business for risks resident or located within this state and shall report to the commissioner the net 

1 9 premiums written for risks resident or located within this state. The risk retention group is subject to 

20 taxation and any applicable interest, fines, and penalties for nonpayment that apply to foreign admitted 

21 insurers. 

22 lb) To the extent that an insurance producer is used, the insurance producer shall report to the 

23 commissioner the premiums of direct business for risks resident or located within this state that the 

24 licensees have placed with or on behalf of a risk retention group not chartered in this state. 

25 (cl To the extent that an insurance producer is used, the insurance producer shall keep a complete 

26 and separate record of all policies procured from each risk retention group. The record is open to 

27 examination by the commissioner, as provided in 33-1-408. The records must, for each policy and each 

28 kind of insurance provided under the policy, include the limit of liability, the time period covered, the 

29 effective date, the name of the risk retention group that issued the policy, the gross premium charged, and 

30 the amount of return premiums, if any. 
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14) Each risk retention group, its insurance producers, and its representatives shall comply with 

2 Title 33, chapter 1 8, part 2. 

3 (5) Each risk retention group shall comply with the provisions of Title 33, chapter 18, part 2, 

4 regarding deceptive, false, or fraudulent acts or practices. However, if the commissioner seeks an injunction 

5 regarding the risk retention group's conduct, the injunction must be obtained from a court of competent 

6 jurisdiction. 

7 (6) Each risk retention group shall submit to an examination by the commissioner to determine its 

8 financial condition if the insurance regulatory official of the jurisdiction where the group is chartered has 

9 not initiated an examination or does not initiate an examination within 60 days after a request by the 

1 O commissioner. The examination must be coordinated to avoid unjustified repetition and be conducted in an 

11 expeditious manner in accordance with the national association of insurance commissioners examiners 

12 handbook. 

13 17) Each policy issued by a risk retention group must contain, in 10-point type on the front page 

14 and the declaration page, the following notice: 

15 "NOTICE 

16 This policy is issued by your risk retention group. Your risk retention group may not be subject to 

17 all of the insurance laws and regulations of your state. State insurance insolvency guaranty funds are not 

18 available for your risk retention group." 

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

20 (al the solicitation or sale of insurance by a risk retention group to any person who is not eligible 

21 for membership in the group; and 

22 (b) the solicitation or sale of insurance by or operation of a risk retention group that is in a 

23 hazardous financial condition or is financially impaired. 

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

25 indirectly a member or owner of the risk retention group, other than in the case of a risk retention group 

26 all of whose members are insurers. 

27 I 10) A risk retention group may not offer insurance policy coverage declared unlawful by the 

28 Montana supreme court. 

29 111) A risk retention group not chartered in this state and doing business in this state shall comply 

30 with a lawful order issued in a voluntary dissolution proceeding or in a delinquency proceeding commenced 
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1 by the insurance regulatory official of any state if there has been a finding of financial impairment after an 

2 examination under subsection (6). 

3 ( 12) Upon completion of registration requirements, the commissioner shall issue to the risk retention 

4 group a proper certificate of registration. 

5 1131 A risk retention group that violates any provision of this chapter is subiect to fines and 

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

7 generally." 

8 

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

1 O "33-11-108. Notice and registration requirements of purchasing groups. 11) A purchasing group 

11 that intends to do business in this state shall furnish notice to the commissioner that: 

12 (a) identifies the state where the group is domiciled and all other states in which the group intends 

13 to do business; 

14 (bl specifies the lines and classifications of liability insurance that the purchasing group intends to 

15 purchase; 

16 (cl identifies the insurer from which the purchasing group intends to purchase its insurance and 

17 the domicile of tl=le that insurer; 

18 (dl identifies the Montana-licensed insurance producer or Montana-licensed surplus lines insurance 

19 producer through which the purchasing group intends to place its business; 

20 (el identifies the principal place of business of the purchasing group; aM 

21 If) provides information required by the commissioner to verify that the purchasing group is 

22 qualified under 33-11-102fe}Qh: and 

23 (g) identifies the person or persons controlling the activities of the group and includes biographical 

24 information on the person or persons. 

25 12) The purchasing group shall register with and designate the commissioner as its agent solely for 

26 the purpose of receiving service of legal documents or process. However, the requirements do not apply 

27 in the case of a purchasing group: 

28 la) (il that was domiciled before April 2, 1986, in any state of the United States; and 

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

30 lb) (il that, before October 27, 1986, purchased insurance from an insurer licensed in any state; 
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and 

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

3 (cl that was a purchasing group under the requirements of the federal Product Liability Risk 

4 Retention Act of 1981 (15 U.S.C. 3901 through 3904) before it was amended by P.L. 99-563, approved 

5 on October 27, 1986; and 

6 (d) that does not purchase insurance that was not authorized for purposes of an exemption under 

7 the federal Product Liability Risk Retention Act of 1981, as in effect before October 27, 1986. 

8 (3) Upon completion of registration requirements, the commissioner shall issue a proper certificate 

9 of registration to the purchasing group." 

10 

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

12 "33-14-304. Cancellation of insurance upon default. ( 1) When a premium finance agreement 

13 contains a power of attorney or other authority enabling the insurance premium finance company to cancel 

14 any insurance contract listed in the agreement, the insurance contract or contracts may not be canceled 

15 by the premium finance company unless Si:!6f\ the cancellation is effectuated in accordance with this 

16 section. 

17 (2) ~Jet less thaR 10 da•rs' writteR Written notice must be mailed to the insured setting forth the 

18 intent of the insurance premium finance company to cancel the insurance contract unless the default is 

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

20 date stated in the notice. The insurance producer er l3reker indicated on the premium finance agreement 

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

22 (3) Pursuant to the power of attorney or other authority referred to above, the insurance premium 

23 finance company may cancel on behalf of the insured by mailing to the insurer written notice stating when 

24 thereafter the cancellation shall l3e will become effective, and the insurance contract s1,a1+ must be canceled 

25 as if Si:!6f\ the notice of cancellation had been submitted by the insured himself but without requiring the 

26 return of the insurance contract. If the insurer or its insurance producer does not provide the insurance 

27 premium finance company with a specific mailing address for the purpose of receipt of the ~ notice, 

28 mailing by the insurance premium finance company to the insurer at the address that is on file a Rd ef recera 

29 with the commissioner is considered sufficient notice under this section. The insurance premium finance 

30 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 or erokor indicated on the premium finance agreement. 

2 (4) All statutory, regulatory, and contractual restrictions providing that the insurance contract may 

3 not be canceled unless notice is given to a governmental agency, mortgagee, or other third party apply 

4 whenever cancellation is effected under the provisions of this section. The insurer shall give the prescribed 

5 notice in behalf of itself or the insured to any governmental agency, mortgagee, or other third party on or 

6 before the second business day after the day it receives the notice of cancellation from the premium finance 

7 company and shall determine the effective date of cancellation taking into consideration the number of 

8 days' notice required to complete the cancellation." 

9 

1 O Section 44. Section 33-15-301, MCA, is amended to read: 

11 "33-15-301. Requiring standard provisions -- waiver. 11) Insurance contracts 5-flaH must contain 

12 St1M the standard or uniform provisions a&-af6 and benefits required by the applicable provisions of this 

13 code pertaining to contracts of particular kinds of insurance. The commissioner may waive the reei1,1ireEI 1,1se 

14 o.f a particular provision in a particular insurance policy form if: 

1 5 la) oo the commissioner finds 5tlM the provision or benefit unnecessary for the protection of the 

16 insured and inconsistent with the purposes of the policy; and 

17 lb) the policy is otherwise approved by l=liffi the commissioner. 

1 8 ( 2) Ne 8, policy or certificate 5-flaH may not contain any provision or benefit inconsistent with or 

19 contradictory to any standard or uniform provision or benefit used or required to be used, but the 

20 commissioner may approve any substitute provision or benefit wl=liofl that is, in Ris the commissioner's 

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

22 required. 

23 13) In lieu of the provisions required by this code for contracts for particular kinds of insurance, 

24 substantially similar provisions required by the law of the domicile of a foreign or alien insurer may be used 

25 when approved by the commissioner. 

26 (4) ~le stieh A provision, if required to be contained in the policy, eafl may not be waived by 

27 agreement between the insurer and any other person." 

28 

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

30 "33-15-303. Contents of policies in general -- identification. ( 11 e¥OfV Each policy 5-flaH must 
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specify: 

2 la) the names of the parties to the contract; 

3 (b) the subject of the insurance; 

4 (c) the risks insured against; 

5 (d) the time when the insurance under the policy takes effect and the period during which the 

6 insurance is to continue; 

7 (e) the premium; 

8 (f) the conditions pertaining to the insurance. 

9 (2) If under the policy the exact amount of premium is determinable only at stated intervals or 

10 termination of the contract, a statement of the basis and rates upon which the premium is to be determined 

11 and paid must be included. 

12 (3) All policies and annuity contracts issued by insurers and the forms of policies and annuity 

13 contracts filed with the commissioner must have printed on the policy or annuity contract an appropriate 

14 designating letter or figure, combination of letters or figures, or terms identifying the respective forms of 

15 policies or contracts, tegeHter with the year ef adoptien ef the fern,. Each form, including riders and 

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

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

18 figures, or terms and year et aeleptien on the form must be correspondingly changed and the revision date 

19 must be noted next to the designating letters." 

20 

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

22 "33-16-202. Recording and reporting of loss and expense experience. ( 1) The commissioner SRall 

23 may promulgate and may modify reasonable rules and statistical plans, reasonably adapted to each of the 

24 rating systems used, aREI which~ must thereafter be used by each insurer in the recording and reporting 

25 of its loss and countrywide expense experience, in order that the experience of all insurers may be made 

26 available at least annually in S1:1eH form and detail as n,ay Ile necessary to aid l:!im the commissioner in 

27 determining whether rates comply with the applicable standards of this chapter. ~ The rules and plans 

28 may also provide for the recording and reporting of expense experience items Wfliefl that are specially 

29 applicable to this state and are not susceptible of determination by a prorating of countrywide expense 

30 experience. 
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1 (2) In promulgating Stle!t rules and plans, the commissioner shall give ffiffi consideration to the 

2 rating systems in use in this state and, in order that Stle!t the rules and plans may be as uniform as is 

3 practicable among the several states, to the rules and to the form of the plans used for Stle!t rating systems 

4 in other states. Ne An insurer SflaU may not be required to record or report its loss experience on a 

5 classification basis that is inconsistent with the rating system used by it. 

6 13) The commissioner may designate one or more rating organizations or other agencies to assist 

7 f½iffl in gathering Stle!t and making compilations of loss and expense experience and mal(ing compilati-eRs 

8 thereof, and Stle!t the compilations SflaU must be made available, subject to reasonable rules promulgated 

9 by the commissioner, to insurers and rating organizations." 

10 

11 

12 

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

"33-16-235. Data reporting -- rules. 11) An insurer that has transacted a line of insurance 

13 designated as noncompetitive or volatile SflaU may report once a year to the commissioner, on forms 

14 prescribed by the commissioner, information including: 

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

16 (b) reported and estimated ultimate premiums, by year of exposure to loss; 

17 (c) losses paid, by year incurred; 

18 (d) loss adjustment expense paid, by year incurred; 

19 (el reported and ultimately incurred losses and loss adjustment expenses, by year incurred; and 

20 (f) any other information required by the commissioner. 

21 (2) An insurer transacting a line of insurance designated as noncompetitive or volatile shall provide 

22 to the commissioner information concerning at least 5 years of experience, with information evaluated as 

23 of the end of each calendar year. In addition to the latest reported information for each year, the insurer 

24 shall document any adjustments, including but not limited to development factors and trend adjustments, 

25 made to the reported data in projecting losses. 

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

27 adjustments to be applied to the reported data." 

28 

29 

30 

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 who, on behalf of the insurer, for compensation as an independent 

2 contractor or as the employee of an independent contractor or for fee or commission investigates and 

3 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

4 The term does not include a: 

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

6 (b) salaried employee of an insurer or of a managing general agent; et' 

7 (cl licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

8 issued by the insurer7; or 

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

10 policies issued by the insurer. 

11 (2) "Adjuster license" means a document issued by the commissioner that authorizes a person to 

12 act as an adjuster. 

13 13) (a) "Administrator" means a person who collects charges or premiums from residents of this 

14 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

15 claims on st10A eeverage these coverages. 

16 (bl The term does not mean: 

17 Ii) an employer on behalf of its employees or on behalf of the employees of one or more 

18 subsidiaries of affiliated corporations of the employer; 

19 Iii) a union on behalf of its members; 

20 (iii) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a 

21 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

22 authorized to transact insurance; or 

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

24 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

25 whose activities are limited exclusively to the sale of insurance; 

26 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

2 7 creditor and its debtors; 

28 (vi) a trust established in conformity with 29 U.S.C. 186 or the trustees, agents, and employees 

29 of the trust; 

30 (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; 

2 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

3 401 (fl ot the Internal Revenue Code or the agents and employees of the custodian; 

4 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

5 by federal or state banking authorities; 

6 (x) a company that issues credit cards and that advances for and collects premiums or charges 

7 from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

8 or 

9 (xi) a person who adjusts or settles claims in the normal course of His the person's practice or 

10 employment as an attorney and who does not collect charges or premiums in connection with life or 

11 disability insurance or annuities. 

12 (4) "Administrator license" means a document issued by the commissioner that authorizes a person 

1 3 to act as an administrator. 

14 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

15 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

16 advice on an insurance policy, annuity, or pension contract, plan, or program. 

17 (6) "Consultant license" means a document issued by the commissioner that authorizes a person 

18 to act as an insurance consultant. 

19 I 7) "Controlled business" means insurance procured or to be procured by or through a person upon 

20 the life, person, property, or risks of RiFAself the person,-ffi& or the person's spouse, His employer, or His 

21 business. 

22 (8) "Individual" means a private or natural person, as distinguished from a partnership, corporation, 

23 or association. 

24 (9) "Insurance producer", except as provided in 33-17-103: 

25 la) means: 

26 (i) a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds: 

27 (A) policies of insurance for risks residing, located, or to be performed in this state; or 

28 1B) membership contracts as defined in 33-30-101; 

29 (ii) a managing general agent. For purposes of this Eiefinitien, a chapter. the term "managing general 

30 agent" is a 13eFsen whe, en aohalf ef an insurer, ellernises !leneral su13ervisien ever the eusiness et the 
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insurer in this state or in any other state, ineluain§ the autherit·( to oontrast with an insuranee r,iroauser for 

2 tho insurer ana torFRinate these sentrasts has the same meaning as set forth in 33-2-1501. 

3 (b) does not mean a customer service representative. For purposes of this definition, a "customer 

4 service representative" means a salaried employee of an insurance producer who assists and is responsible 

5 to the insurance producer. 

6 I 10) "License" means a document issued by the commissioner that authorizes a person to act as 

7 an insurance producer for the kinds of insurance specified in the document. The license itself does not 

8 create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding 

9 agreement. 

10 111) "Person" means an individual, partnership, corporation, association, or other legal entity. 

11 (12) "Public adjuster" means an adjuster employed by and representing the interests of the insured." 

12 

13 Section 49. Section 33-17-211, MCA, is amended to read: 

14 "33-17-211. General qualifications -· application for license. (1) An individual applying for a 

15 license shall apply on a form specified by the commissioner and declare under penalty of refusal, 

16 suspension, or revocation of the license that statements made in the application are true, correct, and 

17 complete to the best of the individual's knowledge and belief. Before approving the application, the 

18 commissioner shall verify that the individual: 

19 la) is 18 years of age or older; 

20 lb) has not committed an act that is a ground for refusal, suspension, or revocation as set forth 

21 in 33-17-1001; 

22 le) has paid the license fees stated in 33-2-708; 

23 Id) has successfully passed the examinations for each kind of insurance for which the individual 

24 has applied within 12 months of application; 

25 le) is a resident of this state or of another state that grants similar privileges to residents of this 

26 state. Licenses issued based upon Montana state residency terminate if the licensee relocates to another 

27 state; 

28 (f) is competent, trustworthy, and of good reputation; 

29 lg) has experience or training or otherwise is qualified in the kind or kinds of insurance for which 

30 He the applicant applies to be licensed and is reasonably familiar with the provisions of this code which 
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govern flis the applicant's operations as an insurance producer; and 

2 (hi if applying for a license as to life or disability insurance: 

3 (i) is not a funeral director, undertaker, or mortician operating in this or any other state; 

4 (ii) is not an officer, employee, or representative of a funeral director, undertaker, or mortician 

5 operating in this or any other state; or 

6 (iii) does not hold an interest in or benefit from a business of a funeral director, undertaker, or 

7 mortician operating in this or any other state. 

8 (2) A person acting as an insurance producer shall obtain a license. A person shall apply for a 

9 license on a form specified by the commissioner. Before approving the application, the commissioner shall 

10 verify that: 

11 (al the person meets the requirements listed in subsection ( 1); 

12 lb) the person has paid the licensing fees stated in 33-2-708 for each individual licensed in 

13 conjunction with the person's license. A licensed person shall promptly notify the commissioner of each 

14 change relating to an individual listed in the license. 

1 5 le) the person has designated a licensed officer responsible for compliance by the person with the 

16 insurance laws and rules of this state; 

17 (d) each member and employee of a partnership and each officer, director, stockholder, or 

18 employee of a corporation who is acting as an insurance producer in this state has obtained a license; 

19 (el (ii if the person is a partnership or corporation, the transaction of insurance business is within 

20 the purposes stated in the partnership agreement or the articles of incorporation; and 

21 (ii) if the person is a corporation, the secretary of state has issued a certificate of existence or 

22 authorization under 35-1-1312 or filed articles of incorporation under 36 2 21 4 35-1-220. 

23 (3) The commissioner may license as a resident insurance producer an association of licensed 

24 Montana insurance producers, whether or not incorporated, formed and existing substantially for purposes 

25 other than insurance. The license must be used solely for the purpose of enabling the association to place, 

26 as a resident insurance producer, insurance of the properties, interests, and risks of the state of Montana 

27 and of other public agencies, bodies, and institutions and to receive the customary commission for the 

28 placement. The president and secretary of the association shall apply for the license in the name of the 

29 association, and the commissioner shall issue the license to the association in its name alone. The fee for 

30 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 !=le the commissioner 

2 finds that continuation of the license is not in the public interest or that a ground listed in 33-17-1001 

3 exists. 

4 (4) An insurance producer using an assumed business name shall register the name with the 

5 commissioner before using it." 

6 

7 Section 50. Section 33-17-405, MCA, is amended to read: 

8 "33-17-405. Service of process -- commissioner as agent. A RORrosidoRt 13orsoR sl=lall file witl=l tl=lo 

9 oommissioRor tho required forms a1313oiRtiR9 tho The commissioner aRd l=lis suooessors iR offioo shall act 

10 as ti=le 2 nonresident person's agent upon whom process in a legal proceeding against the nonresident 

11 person may be served, aRd sl=lall agree tl=lat sueh Service of process on the commissioner 13rooess l=las has 

12 the same legal force and validity as personal service of process upon the nonresident person. The 

13 commissioner shall, within 3 working days after receiving process, forward by certified mail, at to the 

14 nonresident person's address of record, a copy of the process b•,· eertified mail to tho 13ersoR for whom he 

15 has reeoived the 13roeess." 

16 

17 Section 51. Section 33-17-503, MCA, is amended to read: 

18 "33-17-503. Application -- fee -- expiration. ( 1) Before a consultant license is issued or renewed, 

19 the prospective licensee shall: 

20 (a) properly file in the office of the commissioner a written application on forms the commissioner 

21 prescribes; and 

22 lb) pay a fee of $50, which the commissioner shall deposit with the state treasurer to be credited 

23 to the state's general fund. 

24 (2) Each consultant license oi113ires OR Ma•r 61 Rext followiRg the date of issue must be renewed 

25 each year by the consultant paying a continuation fee on or before May 31, and the license continues in 

26 force unless suspended, revoked, or otherwise terminated." 

27 

28 Section 52. Section 33-17-603, MCA, is amended to read: 

29 "33-17-603. Certificate of registration. ( 1 I Except as provided in 33-17-604, a person may not 

30 act as or hold himself out to be represent to the public that the person is an administrator in this state 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

unless l=le 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 l=le 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) +l=le 6 certificate of registration is renewable annually on July 1. A reiquest for renewal must 

be aeeeR9panieEl by a renewal lee ol $100 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) +l=le 6 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 #=le~ 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." 

18 Section 53. Section 33-17-1001, MCA, is amended to read: 

19 "33-17-1001 . Suspension, revocation, or refusal of license. ( 1 ) Except as provided in 33-1 7 -4 11 , 

20 after a hearing, which must be held no less than 10 days after advance notice by certified mail, on charges 

21 given under 33-1-314(3), the commissioner may suspend for up to 5 years, revoke, refuse to continue, or 

22 deny a license issued under this chapter if the commissioner finds that the licensee or applicant has: 

23 (a) engaged or is about to engage in an act or practice for which issuance of the license could have 

24 been refused; 

25 (b) obtained or attempted to obtain a license through misrepresentation or fraud; 

26 (c) violated or failed to comply with a provision of this code or has violated a rule, subpoena, or 

27 order of the commissioner or of the commissioner of any other state; 

28 (d) improperly withheld, misappropriated, or converted to the licensee's or applicant's own use 

29 money or property belonging to policyholders, insurers, beneficiaries, or others and received in conduct of 

30 business under the license; 
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le) been convicted of a felony; 

2 {f) in the conduct of the affairs under the license, used fraudulent, coercive, or dishonest practices 

3 or the licensee or applicant is incompetent, untrustworthy, financially irresponsible, or a source of injury 

4 and loss to the public; 

5 lg) made a materially untrue statement in the license application or in the continuing education 

6 affidavit; 

7 {h) misrepresented the terms of an actual or proposed insurance contract; 

8 {ii been found guilty of an unfair trade practice or fraud prohibited by Title 33, chapter 18; 

9 {jl had a similar license suspended or revoked in any other state; 

10 {k) forged another's name to an application for insurance; 

11 {II cheated on an examination for a license; or 

12 {m) knowingly accepted insurance business from a person who is not licensed. 

13 (2) The license of a partnership or corporation may be suspended, revoked, refused, or denied if 

14 a reason listed in subsection { 1) applies to an individual designated in the license to exercise its powers or 

15 to a partner or officer in the partnership or corporation. 

16 (3) The commissioner may suspend, revoke, or refuse to continue a license under subsection { 1 ){e) 

17 without conducting an investigation pursuant to 37-1-203 or making a written finding pursuant to 

18 37-1-204." 

19 

20 Section 54. Section 33-18-212, MCA, is amended to read: 

21 "33-18-212. Illegal dealing in premiums -- improper charges for insurance. (1) A person may not 

22 willfully collect any sum as 2 premium or charge for insurance, '"''hieh insuranee that is not then provided 

23 or is not in due course to be providedL fsubject to acceptance of the risk by the insurer}, by an insurance 

24 policy issued by an insurer as authorized by this code. 

25 (2) A person may not willfully collect as 2 premium or charge for insurance any sum in excess of 

26 or less than the premium or charge applicable to ~ the insurance and, as specified in the policy, in 

27 accordance with the applicable classifications and rates as filed with aA4 or approved by the commissioner; 

28 or in cases Wf!effi in which classifications, premiums, or rates are not required by this code to be se filed 

29 aA4 or approved, ~ the premiums and charges may not be in excess of or less than those specified in 

30 the policy and as fixed by the insurer. This provision may not ee deemed to prohibit the charging and 
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1 collection, by surplus lines insurance producers licensed under chapter 2, part 3, of the amount of 

2 applicable state and federal taxes in addition to the premium required by the insurer. It This provision may 

3 not BO eoAsidorod to prohibit the charging and collection, by a life insurer, of amounts actually to be 

4 expended for medical examination of an applicant for life insurance or for reinstatement of a life insurance 

5 policy. 

6 13) Each violation of this section is punishable under 33-1-104." 

7 

8 Section 55. Section 33-18-301, MCA, is amended to read: 

9 "33-18-301. Prohibited relations with mortuaries. 11) Ne 8_ life insurer and its officers, emplovees, 

1 O or representatives may not own, manage, supervise, operate, or maintain any mortuary, funeral, or 

11 undertaking establishment or permit its oflieors, employees, or ropresontatiYes to owA, operate, maiAtaiA, 

12 or Bo employed iA aAy suoh BusiAess in Montana. 

13 (2) Ne 8_ life insurer may not contract or agree with any funeral director, mortuary, or undertaker 

14 to tho effeet that Slc!€fl the funeral director, undertaker, or mortuary shall conduct the funeral or be named 

15 beneficiary of any person insured by~ the insurer. This subsection does not prohibit a life insurer from 

16 making insurance, designated as funeral insurance, available. 

17 (3) A funeral insurance policy and any solicitation material for the policy must clearly indicate that: 

18 (a) the policy is a life insurance product; 

19 lb) the applicant may designate the beneficiary, provided that there is an appropriate and insurable 

20 interest; 

21 le) the beneficiary may use the proceeds for any purpose; and 

22 ldl any attempt by the insurer or its representative to have the insured designate a specific 

23 beneficiary, including but not limited to a funeral director, mortuary, or undertaker, constitutes a violation 

24 of this section punishable as a misdemeanor pursuant to subsection (4). 

25 t6l,J.1l. Each violation of this section constitutes a misdemeanor punishable by a fine of not more 

26 than $1,000 or by imprisonment for not more than 6 months or &f both sueh fiAe aAd imprisoAmeAt." 

27 

28 Section 56. Section 33-22-131, MCA, is amended to read: 

29 

30 

"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 

2 phenylketonuria. 

3 (21 For purposes of this section, "treatment" means licensed professional medical services under 

4 the supervision of a physician and a dietary formula product to achieve and maintain normalized blood levels 

5 of phenylalanine and adequate nutritional status. 

6 (31 These services are subject to the terms of the applicable group or individual disability policy, 

7 certificate, or membership contract that establishes durational limits, dollar limits, deductibles, and 

8 copayment provisions as long as the terms are not less favorable than for physical illness generally. 

9 (4) This section does not apply to disability income, hospital indemnity, medicare supplement, 

10 accident-only, vision, dental, or specified disease policies." 

11 

12 Section 57. Section 33-22-132, MCA, is amended to read: 

13 "33-22-132. Coverage for mammography examinations. ( 1) Each group or individual medical 

14 expense, cancer, hospital indemnity, and blanket disability policy, certificate of insurance, and membership 

15 contract that is delivered, issued for delivery, renewed, extended, or modified in this state must provide 

16 minimum mammography examination coverage. 

17 (21 For the purpose of this section, "minimum mammography examination" means: 

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

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 illness 

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: 

2 "33-22-201. Format and content. A An individual policy of disability insurance may not be 

3 delivered or issued for delivery to any person in this state unless it otherwise complies with this code and 

4 complies with the following: 

5 ( 11 The entire money and other considerations for the policy must be expressed in the policy. 

6 (21 The time when the insurance takes effect and terminates must be expressed in the policy. 

7 131 The policy may insure only one person, except that a policy may insure, originally or by 

8 subsequent amendment, upon the application of an adult member of a family who is the policyholder, any 

9 two or more eligible members of that family, including husband, wife, dependent children or any children 

1 O under a specified age that may not exceed +g 25 years, and any other person dependent upon the 

11 policyholder. 

12 14) The style, arrangement, and overall appearance of the policy may not give undue prominence 

13 to any portion of the text, and every printed portion of the text of the policy and of any endorsements or 

14 attached papers must be plainly printed in lightfaced type of a style in general use, the size of which must 

15 be uniform and not less than 10 point with a lowercase, unspaced alphabet length not less than 120 point. 

16 15) The "text" must include all printed matter except the name and address of the insurer, name 

17 or title of the policy, the brief description, if any, and captions and subcaptions. 

18 16) The exceptions and reductions of indemnity must be set forth in the policy and, other than 

19 those contained in 33-22-204 through 33-22-215 and 33 22 217 33-22-221 through 33-22-231, must be 

20 printed, at the insurer's option, either included with the benefit provision to which they apply or under an 

21 appropriate caption such as "Exceptions" or "Exceptions and Reductions", except that if an exception or 

22 reduction specifically applies only to a particular benefit of the policy, a statement of the exception or 

23 reduction must be included with the benefit provision to which it applies. 

24 {7) EaeA ferffi, iReluEliRg risers aREI BRElerseffieRts, ffiust l:Je iEleRtifieEI l:Jy a ferffi RUffil:Jor iR tAo lewor 

2 5 left A a REI eernor et tAe first page et tAe ferffi. 

26 OOill The policy may not contain a provision purporting to make any portion of the charter, rules, 

27 constitution, or bylaws of the insurer a part of the policy unless the portion is set forth in full in the policy, 

28 except in the case of the incorporation of or reference to a statement of rates or classification of risks or 

29 short-rate table filed with the commissioner. 

30 IQ} EaeA iREliYiElual Elisal:Jilit•f peliey, eiieept fer a siRgle preffiiuffi RemeRewal:Jle peliey, issued fer 
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seli 1,er>f iA this state eA or after Jam1aP1• 1, 1980, m1:Jst eoAtaiA a Aotiee statiR!l iA s1:JestaAee that if the 

2 persoA te whom the polis~• is issues is Rot satisfies for aAy reaseA, the persoA is permittes to return the 

3 polio•( ,,.,,ithiA 10 says of its soli¥ory, or a IOA!JOF perios as the polioy FAay proviee, aAs to ha·,e refuAses 

4 tho am01:JAt of ti'io premilclffi pais. /\ polioy retl:lmes pms1:JaAt te this s1:JeseatieA is veie froFA the se§iAAiA!J." 

5 

6 Section 59. Section 33-22-202, MCA, is amended to read: 

7 "33-22-202. Required provisions -- captions -- omissions -- substitutions -- order. 11) Except as 

8 provided in subsection 12), each policy delivered or issued for delivery to any person in this state must 

9 contain the provisions specified in 33-22-204 through 33-22-215, iA the worss iA wi'iieh the as those 

1 O provisions appear, except that the insurer may, at its option, substitute for one or more of the provisions 

11 corresponding provisions of different wording approved by the commissioner whieh are iA eaah iAstaAae 

12 and not less favorable in any respect to the insured or the beneficiary. Each provision must be preceded 

13 iAdivia1:Jally by the applicable caption shown or, at the option of the insurer, by the appropriate individual 

14 or group captions or subcaptions as the commissioner may approve. 

15 12) If any provision is in whole or in part inapplicable to or inconsistent with the coverage provided 

16 by a particular form of policy, the insurer, with the approval of the commissioner, shall omit from the policy 

17 any inapplicable provision or part of a provision and shall modify any inconsistent provision or part of a 

18 provision in a manner as to make the provision as contained in the policy consistent with the coverage 

19 provided by the policy. 

20 13) The provisions that are the subject of 33-22-204 through 33-22-215 and 33 22 21 7 33-22-221 

21 through 33-22-232 or any corresponding provisions which are used in accordance with the cited sections 

22 must be printed in the consecutive order of the provisions in the sections or, at the option of the insurer, 

23 any provision may appear as a unit in any part of the policy with other provisions to which it may be 

24 logically related, provided that the resulting policy is not in whole or in part unintelligible, uncertain, 

25 ambiguous, abstruse, or likely to mislead a person to whom the policy is offered, delivered, or issued." 

26 

27 Section 60. Section 33-22-301, MCA, is amended to read: 

28 "33-22-301. Coverage of newborn under disability policy. 11) Each policy of disability insurance 

29 or certificate issued thermmder shall must contain a provision granting immediate accident and sickness 

30 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 

2 covered persons-;" prsvises, toiswever However, that for newborn infants there stoiall ee ns may not be 

3 waiting or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn 

4 infants is not permissible unless it conforms and is consistent with the deductible or reduction in benefits 

5 applicable to all other covered persons. 

6 (3) ~ 6. policy or certificate of insurance may not be issued or amended in this state if it contains 

7 any disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or 

8 insurability of newborn infants of an insured from and after the moment of birth. 

9 14) If payR'lent sf a spesifis preR'liUR'I sr suesoriptien fes is requires ts prsvise ooverage fer a ehils, 

1 O the psliO'f or eontraot R'lay require ttoiat notifioatien ef eirth of a newl'f bern ohils ans pa'fffient of ttoie 

11 requires preFAiuffi or fees R'lust ee furnistoies to ttoie insurer or nenprofit servioe or inseR'lnit,,· sorporatien 

1 2 ,, .. ithin 31 says after tl=is eats sf eirtl=i in order to l=iaYe tl=io ooverago oontinue be•fons suel=i 31 say perios. 

13 The policy or contract may require notification of the birth of a child and payment of a required premium 

14 or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation within 31 days of 

15 the birth in order to have the coverage extend beyond 31 days." 

16 

17 Section 61. Section 33-22-303, MCA, is amended to read: 

18 "33-22-303. Coverage for well-child care. ( 1) Each medical expense policy of disability insurance 

19 or certificate issued under the policy that is delivered, issued for delivery, renewed, extended, or modified 

20 in this state by a disability insurer and that provides coverage for a family member of the insured or 

21 subscriber must provide coverage for well-child care for children from the moment of birth through 2 years 

22 of age. Benefits provided under this coverage are exempt from any deductible provision that may be in 

23 force in the policy or certificate issued under the policy. 

24 (2) Coverage for well-child care under subsection ( 1) must include: 

25 (a) a history, physical examination, developmental assessment, anticipatory guidance, and 

26 laboratory tests, according to the schedule of visits adopted under the early and periodic screening, 

27 diagnosis, and treatment services program provided for in 53-6-101; and 

28 (b) routine immunizations according to the schedule for immunizations recommended by the 

29 immunization practices advisory committee of the U.S. department of health and human services. 

30 13) Minimum benefits may be limited to one visit payable to one provider for all of the services 
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1 provided at each visit cited in this section. 

2 (4) This section does not apply to disability income, specified disease, medicare supplement, or 

3 hospital indemnity policies. 

4 (5) For purposes of this section: 

5 (a) "well-child care" means the services described in subsection (2) and delivered by a physician 

6 or a health care professional supervised by a physician; and 

7 (bl "developmental assessment" and "anticipatory guidance" mean the services described in the 

8 Guidelines for Health Supervision II, published by the American academy of pediatrics. 

9 (6) When a policy of disability insurance or a certificate issued under the policy provides coverage 

10 or benefits to a resident of this state, it is considered to be delivered in this state within the meaning of this 

11 section, whether the insurer that issued or delivered the policy or certificate is located inside or outside of 

1 2 this state." 

13 

14 Section 62. Section 33-22-504, MCA, is amended to read: 

15 "33-22-504. Newborn infant coverage. ( 1) Ne 6 group disability policy or certificate of insurance 

16 WRioR, in aElaition lo ooYerin§ persons in !Re insureEI §roup, also eovers members of sueR person's family 

17 delivered or issued for delivery in this state may not be issued or amended in this state if it contains any 

18 disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or 

19 1nsurability of newborn infants of persons covered under the policy from and after the moment of birth. 

20 (2) ~ 6 policy or certificate issueEI tRereunEler, in aEIElition to eoverin§ persons in !Re insureEI 

21 group, also eoyers meml3ers of suoR person's family, it sRall subject to this section, must contain att 

22 aEIElitional g provision granting immediate accident and sickness coverage, from and after the moment of 

23 birth, to each newborn infant of any person covered under the policy. 

24 (3) The coverage for newborn infants Sflttll must be the same as provided by the policy for other 

25 covered personsL proYiEleEI, RBWBYBF However, tl=lat for newborn infants there Sflttll may not be Re waiting 

26 or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn infants 

27 is not permissible unless it conforms and is consistent with the deductible or reduction in benefits applicable 

28 to all other covered persons. 

29 (41 This section does not apply to medicare supplement policies issued by reason of age. 

30 (5) When a group disability policy or certificate issued under the policy provides for coverage or 
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1 

2 

3 

4 

5 

6 

7 

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. 

16) 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." 

8 Section 63. Section 33-22-508, MCA, is amended to read: 

9 "33-22-508. Conversion on termination of eligibility. ( 1) A group disability insurance policy or 

10 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 

11 provision that if the insurance or any portion of it on a person,-Ris or the person's dependents, or family 

12 members covered under the policy ceases because of termination of flis the person's employment or Gf.-.ffis 

13 membership in the class or classes eligible for coverage under the policy or as a result of flis the person's 

14 employer discontinuing flis business or as a result of flis the employer discontinuing the group disability 

15 insurance policy and not providing for any other group disability insurance or plan and if the person had 

16 been insured for a period of 3 months and Re is not insured under another major medical disability insurance 

17 policy or plan, Jc\e the person is entitled to have issued te RiA1 by the insurer, without evidence of 

18 insurability, group coverage or an individual policy issues by the insurer or, in the absence of an individual 

1 9 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

20 on hiA1self the person,-Ris and the person's dependents, or family members if application for the individual 

21 policy is made and the first premium tendered to the insurer within 31 days after the termination of group 

22 coverage. 

23 (2) The individual policy or group policy, at the option of the insured, may be on any form then 

24 customarily issued by the insurer to individual or group policyholders, with the exception of a policy the 

25 eligibility for which is determined by affiliation other than by employment with a common entity. 

26 13) The premium on the individual policy or group policy must be at the insurer's then customary 

2 7 rate applicable to the coverage of the individual or group policy." 

28 

29 Section 64. Section 33-22-1120, MCA, is amended to read: 

30 "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 

2 state tea §FBl:li3 EloseriseEI iA 33 22 1107(3)(EI) unless it is approved by: 

3 (1) the commissioner; et and 

4 (2) the insurance regulatory official of a state that has statutory and regulatory long-term care 

5 insurance requirements substantially similar to those adopted in Montana." 

6 

7 Section 65. Section 33-22-1803, MCA, is amended to read: 

8 "33-22-1803. Definitions. As used in this part, the following definitions apply: 

9 (1) "Actuarial certification" means a written statement by a member of the American academy of 

10 actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance 

11 with the provisions of 33-22-1809, based upon the person's examination, including a review of the 

12 appropriate records and of the actuarial assumptions and methods used by the small employer carrier in 

13 establishing premium rates for applicable health benefit plans. 

14 (21 "Affiliate" or "affiliated" means any entity or person who directly or indirectly, through one or 

15 more intermediaries, controls, is controlled by, or is under common control with a specified entity or person. 

16 (3) "Assessable carrier" means all individual carriers of disability insurance and all carriers of group 

17 disability insurance, excluding the state group benefits plan provided for in Title 2, chapter 18, part 8, the 

18 Montana university system health plan, and any self-funded disability insurance plan provided by a political 

19 subdivision of the state. 

20 (41 "Base premium rate" means, for each class of business as to a rating period, the lowest 

21 premium rate charged or that could have been charged under the rating system for that class of business 

22 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

23 with the same or similar coverage. 

24 (51 "Basic health benefit plan" means a lower cost health benefit plan developed pursuant to 

25 33-22-1812. 

26 (61 "Board" means the board of directors of the program established pursuant to 33-22-1818. 

27 (7) "Carrier" means any person who provides a health benefit plan in this state subject to state 

28 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

29 society, a health service corporation, a health maintenance organization, and, to the extent permitted by 

30 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 

2 return must be treated as one carrier, except that the following may be considered as separate carriers: 

3 la) an insurance company or health service corporation that is an affiliate of a health maintenance 

4 organization located in this state; 

5 (bl a health maintenance organization located in this state that is an affiliate of an insurance 

6 company or health service corporation; or 

7 le) a health maintenance organization that operates only one health maintenance organization in 

8 an established geographic service area of this state. 

9 18) "Case characteristics" means demographic or other objective characteristics of a small employer 

1 O that are considered by the small employer carrier in the determination of premium rates for the small 

11 employer, provided that gender, claims experience, health status, and duration of coverage are not case 

12 characteristics for purposes of this part. 

13 19) "Class of business" means all or a separate grouping of small employers established pursuant 

14 to 33-22-1808. 

15 1101 "Committee" means the health benefit plan committee created pursuant to 33-22-1812. 

16 1111 "Dependent" means: 

1 7 I a) a spouse or an unmarried child under 19 years of age; 

18 lb) an unmarried child, under 23 years of age, who is a full-time student and who is financially 

1 9 dependent on the insured; 

20 le) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

21 and 33-30-1003; or 

22 Id) any other individual defined te--ee as a dependent in the health benefit plan covering the 

23 employee. 

24 ( 12) "Eligible employee" means an employee who works on a full-time basis and who has a normal 

25 workweek of 30 hours or more. The term includes a sole proprietor, a partner of a partnership, and an 

26 independent contractor if the sole proprietor, partner, or independent contractor is included as an employee 

27 under a health benefit plan of a small employer. The term does not include an employee who works on a 

28 part-time, temporary, or substitute basis. 

29 113) "Established geographic service area" means a geographic area, as approved by the 

30 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 
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30 

which the carrier is authorized to 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: 

la) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

or disability income insurance; 

lb) coverage issued as a supplement to liability insurance, workers' compensation insurance, or 

similar insurance; or 

le) automobile medical payment insurance. 

115) "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. 

116) "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 health 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: 

la) the individual requests enrollment within 30 days after termination of the qualifying previous 

coverage and meets oaeh of the followin[J conditions: 

Ii) the individual was covered under qualifying previous coverage at the time of the initial 

enrollment; or 

Iii) 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 

spouse, or divorce; aM 

(iii) tho individual reeiuests enrollment •1,•ithin 30 davs after termination of tho eiualifyin§ 13revious 

eo..,era!Je; 

(b) the individual is employed by an employer that offers multiple 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 
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a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

2 of the court order. 

3 ( 17) "New business premium rate" means, for each class of business for a rating period, the lowest 

4 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

5 to small employers with similar case characteristics for newly issued health benefit plans with the same or 

6 similar coverage. 

7 ( 18) "Plan of operation" means the operation of the program established pursuant to 33-22- 1818. 

8 (19) "Premium" means all money paid by a small employer and eligible employees as a condition 

9 of receiving coverage from a small employer carrier, including any fees or other contributions associated 

10 with the health benefit plan. 

11 (20) "Program" means the Montana small employer health reinsurance program created by 

12 33-22-1818. 

13 (21) "Qualifying previous coverage" means benefits or coverage provided under: 

14 (a) medicare or medicaid; 

15 (bl an employer-based health insurance or health benefit arrangement that provides benefits similar 

16 to or exceeding benefits provided under the basic health benefit plan; or 

17 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

1 8 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

19 benefits similar to or exceeding the benefits provided under the basic health benefit plan, provided that the 

20 policy has been in effect for a period of at least 1 year. 

21 (22) "Rating period" means the calendar period for which premium rates established by a small 

22 employer carrier are assumed to be in effect. 

23 (23) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

24 pursuant to 33-22-1819. 

25 (24) "Restricted network provision" means a provision of a health benefit plan that conditions the 

26 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

27 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

28 to provide health care services to covered individuals. 

29 (25) "Small employer" means a person, firm, corporation, partnership, or association that is actively 

30 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

~na Legtstattve council 
- 80 -



54th Legislature LC0440.01 

employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

2 this state or were residents of this state. In determining the number of eligible employees, companies are 

3 considered one employer if they: 

4 (a) are affiliated companies; 

5 (bl are eligible to file a combined tax return for purposes of state taxation; or 

6 (c) are members of an association that: 

7 (i) has been in existence for 1 year prior to January 1, 1994; 

8 (ii) provides a health benefit plan to employees of its members as a group; and 

9 (iii) does not deny coverage to any member of its association or any employee of its members who 

10 applies for coverage as part of a group. 

11 (26) "Small employer carrier" means a carrier that offers health benefit plans that cover eligible 

12 employees of one or more small employers in this state. 

13 (27) "Standard health benefit plan" means a health benefit plan developed pursuant to 

14 33-22-1812." 

15 

16 Section 66. Section 33-22-1819, MCA, is amended to read: 

17 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1) 

18 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

19 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

20 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

21 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

22 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

23 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

24 section. The plan of operation is effective upon written approval by the commissioner. 

25 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment, 

26 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

27 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

28 of operation is submitted by the board and approved by the commissioner. 

29 (3) The plan of operation must: 

30 (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; 

2 (b) establish procedures for selecting an administering carrier and setting forth the powers and 

3 duties of the administering carrier; 

4 (c) establish procedures for reinsuring risks in accordance with the provisions of this section; 

5 (d) establish procedures for collecting assessments from assessable carriers to fund claims incurred 

6 by the program; 

7 (el establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

8 fund administrative expenses incurred or to be incurred by the program; and 

9 {f) provide for any additional matters necessary for the implementation and administration of the 

10 program. 

11 (4) The program has the general powers and authority granted under the laws of this state to 

12 insurance companies and health maintenance organizations licensed to transact business, except the power 

13 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

14 (a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

15 part, including the authority, with the approval of the commissioner, to enter into contracts with similar 

16 programs of other states for the joint performance of common functions or with persons or other 

17 organizations for the performance of administrative functions; 

18 (b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

19 and penalties for, on behalf of, or against the program or any reinsuring carriers; 

20 (c) take any legal action necessary to avoid the payment of improper claims against the program; 

21 (d) define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

22 policies in accordance with the requirements of this part; 

23 (e) establish conditions and procedures for reinsuring risks under the program; 

24 (f) establish actuarial functions as appropriate for the operation of the program; 

25 lg) appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

26 assistance in operation of the program, policy and other contract design, and any other function within the 

27 authority of the program; 

28 (h) to the extent permitted by federal law and in accordance with subsection (8)(c), make annual 

29 fiscal yearend assessments against assessable carriers and make interim assessments to fund claims 

30 incurred by the program; and 
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(ii borrow money to effect the purposes of the program. Any notes or other evidence of 

2 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

3 assets. 

4 (5) A reinsuring carrier may reinsure with the program as provided for in this subsection (5): 

5 (a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

6 reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to 

7 the level of coverage provided in a basic or standard health benefit plan. 

8 (b) A small employer carrier may reinsure an entire employer group within 60 days of the 

9 commencement of the group's coverage under a health benefit plan. 

10 (c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days 

11 following the commencement of coverage with the small employer. A newly eligible employee or dependent 

12 of the reinsured small employer may be reinsured within 60 days of the commencement of coverage. 

13 (d) Ii) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured 

14 employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent 

15 of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is 

16 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program 

17 shall reinsure the remainder. A reinsuring carrier's liability under this subsection (d)li) may not exceed a 

18 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

19 (iii The board annually shall adjust the initial level of claims and maximum limit to be retained by 

20 the carrier to reflect increases in costs and utilization within the standard market for health benefit plans 

21 within the state. The adjustment may not be less than the annual change in the medical component of the 

22 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

23 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

24 le) A small employer carrier may terminate reinsurance with the program for one or more of the 

25 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

26 If) A small employer group health benefit plan in effect before January 1, 1994, may not be 

27 reinsured by the program until January 1, 1 997, and then only if ·the board determines that sufficient 

28 funding sources are available. 

29 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including 

30 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. 

2 (6) (a) As part of the plan of operation, the board shall establish a methodology for determining 

3 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

4 section. The methodology must include a system for classification of small employers that reflects the types 

5 of case characteristics commonly used by small employer carriers in the state. The methodology must 

6 provide for the development of base reinsurance premium rates that must be multiplied by the factors set 

7 forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium 

8 rates must be established by the board, subject to the approval of the commissioner, and must be set at 

9 levels that reasonably approximate gross premiums charged to small employers by small employer carriers 

1 0 for health benefit plans with benefits similar to the standard health benefit plan, adjusted to reflect retention 

11 levels required under this part. 

12 (b) Premiums for the program are as follows: 

13 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

14 base reinsurance premium rate for the group established pursuant to this subsection (6). 

15 (ii) An eligible employee or dependent may be reinsured for a rate that is five times the base 

16 reinsurance premium rate for the individual established pursuant to this subsection (6). 

17 (cl The board periodically shall review the methodology established under subsection (6l(al, 

18 including the system of classification and any rating factors, to ensure that it reasonably reflects the claims 

19 experience of the program. The board may propose changes to the methodology that are subject to the 

20 approval of the commissioner. 

21 (di The board may consider adjustments to the premium rates charged by the program to reflect 

22 the use of effective cost containment and managed care arrangements. 

23 (7) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

24 the premium charged to the small employer for any rating period for the coverage issued must meet the 

25 requirements relating to premium rates set forth in 33-22-1809. 

26 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner the 

27 program net loss for the previous calendar year, including administrative expenses and incurred losses for 

28 the year, taking into account investment income and other appropriate gains and losses. 

29 (b) To the extent permitted by federal law, each assessable carrier shall share in any net loss of 

30 the program for the year in an amount equal to the ratio of the total premiums earned in the previous 
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calendar year from health benefit plans delivered or issued for delivery by each assessable carrier divided 

2 by the total premiums earned in the previous calendar year from health benefit plans delivered or issued 

3 for delivery by all assessable carriers in the state. 

4 (cl The board shall make an annual determination in accordance with this section of each 

5 assessable carrier's liability for its share of the net loss of the program and, except as otherwise provided 

6 by this section, make an annual fiscal yearend assessment against each assessable carrier to the extent of 

7 that liability. If approved by the commissioner, the board may also make interim assessments against 

8 assessable carriers to fund claims incurred by the program. Any interim assessment must be credited 

9 against the amount of any fiscal yearend assessment due or to be due from an assessable carrier. Payment 

10 of a fiscal yearend or interim assessment is due within 30 days of receipt by the assessable carrier of 

11 written notice of the assessment. An assessable carrier that ceases doing business within the state is liable 

12 for assessments until the end of the calendar year in which the assessable carrier ceased doing business. 

13 The board may determine not to assess an assessable carrier if the assessable carrier's liability determined 

14 in accordance with this section does not exceed $10. 

15 (91 The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

16 procedures; or any other joint collective action required by this part may not be the basis of any legal 

17 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

1 8 or separately. 

19 ( 10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

20 levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In 

21 establishing the standards, the board shall take into consideration the need to ensure the broad availability 

22 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

23 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 

24 and the overall costs of coverage to small employers selecting these plans. 

25 (111 The program is exempt from taxation. 

26 (121 On or before March 1 of each year, the commissioner shall evaluate the operation of the 

27 program and report to the governor and the legislature in writing the results of the evaluation. The report 

28 must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

29 appropriateness of premiums charged by the program, the level of insurance retention under the program, 

30 the cost of coverage of small employers, and any recommendations for change to the plan of operation. 
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3 

4 

5 

6 

J.illAII premiums and other man~ 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 proqram. Money collected by the 

program is not subject to leaislative approoriation." 

7 Section 67. Section 33-30-102, MCA, is ,Hnencled to read: 

8 "33-30-102. Application of this cha~ter -- construction of other related laws. ( 1 ! Al I health servI ce 

9 corporations Reretotore or hereafter ~eo are s11bwct to the provisions of this chapter. In addit~on to 

1 O the provisions contained in this chapter, other chapters cJnd provis'ons of this title apply to health service 

11 corporations as follows: ~~'2+~ _33-17-101 · H1rough 3,3.-:\--7---2+4 Title 33, chapter 17, parts 2 and 10 

1 2 through 1 2; a-fH'! Title 33, chapters 1, 15, 18, 19, and 22, except 33-22- ·1 11; and I sections 78 through 81). 

13 (2) A law of this state other than the provisions of this chapter applicable to health service 

14 corporations SRal+ must be construed in accordance with the fundamental nature of a health service 

15 corporation, and in the event of a conflict between that law and the provisions of this chapter, the latter 

16 sJc+aU prevail." 

17 

18 Section 68. Section 33-30-107, MCA, is amended to read: 

19 "33-30-107. Annual statement. ( 1) On or before March 1 of each year, ~ each health service 

20 corporation shall file an annual statement for the precedi11~ on a form containing suestantiali)' the same 

21 inforA'lation as that eontained in form No. 13 N.A.I.C. with the commissioner of insurance. This annual 

22 statement must be completed in accordance with the national association of insurance commissioners' 

23 annual statement instructions. 

24 (2) The health service corporation shall file a statement containing any other information concerning 

25 its financial affairs that may be reasonably requested by the commissioner. 

26 {3) {a) Each health service corporation shall file electronic diskette versions of its annual and 

2 7 quarterly financial statements with the national association of insurance commissioners. The filing date for 

28 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

29 statements are as follows: 

30 {i) the first quarter statement is due May 15; 
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Iii) the second quarter statement Is due August 15; and 

2 liiil the third quarter statement is due November 15. 

3 lb) The commissioner may exempt health service corporations operating only in Montana from 

4 these filing requirements."' 

5 

6 Section 69. Section 33-30-108, MCA, is amended to read: 

7 "33-30-108. License required. (1 I Ne 8. person may not act as a health service corporation and 

8 fl& 2 health service corporation may not conduct business in this state except as authorized by a license 

9 issued by the commissioner. 

10 (21 Sttefl 8. license may be issued by the commissioner only after the person has complied with the 

11 applicable provisions of this title. 

12 (31 A health service corporation is entitled to a continuation of its license upon payment of the 

13 annual continuation fee specified in 33-30-204f+H-tl- on or before March 1 of each year and upon continued 

14 compliance with the provisions of this title. 

15 (41 A license issued or continued under this section may be revoked or suspended by the 

16 commissioner for violation of this title."' 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 70. Section 33-30-202, MCA, is amended to read: 

"33-30-202. Annual report by certified public accountant. ill All corporations subject to the 

provisions of this chapter shall FRal1e aRa file annually with the commissioner, on or before Maffifl June 1 

of eaoh year, a re13ort uRaer eath settiRg ferth: financial statement audited by a certified public accountant 

pursuant to rules promulgated by the commissioner. 

{ 1) the RaFRe et the eer13eratieR; 

(2) the adaress ef its registered effioe iR this state aRa the RaFRe et its registered ageRt at that 

address; 

(3) the RaFRes aAd addresses of its direotors aRd effieers; 

(1) a l:Jrief stateFReRt of the eharaoter of the affairs ','lhioh the oor13oratioR is aetually ooRduoting; 

(6) the aFRount ef all dues er fees oelleoted freFR FReFRl:Jers iA the last fisoal year, the aFReuAts 

aotually 13aid during that year fer health ser¥iees fer the FReFRl:Jers er l:JeAefioiaries, aRd the aFflOURts 13laoed 

iR reserves; 
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I 6) a balan£-B---5fIBB-t-aR~~-i+,€efflB-aH+l-,BtjCHffiEhlures for-the--mest resent fiseal year of 

2 the 00rp0rati0n, prepared and-->remiB€1-ey·-tWEKl4-~'€ef-S-&Hhe-cB-fJ}t>f-iH+Gfhfl .:l-€-e,~ifiod by a certified publio 

3 aooountant; 

4 Pl a statement of-aR')c~t-flef facts or inform-at-f<'>Ft-B£++1£orning tho finanoial-a#aif5-of the health 

5 SefVi€e corporation which ma-y-bo reasenaoly requitetl··-B-V-#i-e-BOfftffttS"'~ 

6 121 (a) The commissioner may establish rules...9.overnir.q the content and preparation of the report 

7 required by subsection ( 1 I. 

8 lb) The reoort must include: 

9 _[jLJbe corporation's financial statements for the most recent calendar year; 

1 O ill) an opinion by the certified public accountant concernir1g tho accuracy and fairness of the 

11 corporation's representation of its financial statements; and 

12 (iii) other information that the commissioner specifies by rule." 

13 

14 Section 71. Section 33-30-204, MCA, is amended to read: 

15 "33-30-204. Fees. (1) Every health service corporation subject to the provisions of this chapter 

16 shall pay the following fees to the commissioner for enforcement of the provisions of this chapter: 

17 ia) insurance producer's licensec-

1 8 fit-~0A--for original Hoon so and issuance of license ..... tte-

1 9 (iii annual renewah-,....-~ 

20 liii) oiwrnination for lioenso, for eaoh eitaFAination .. =41--0 

21 +b+ifil filing any etflef' statement or report ..... $1 

22 fetill for a certified copy of any document or other paper filed in the office of the commissioner, 

23 per page ..... $.50 

24 Mill for tfle 2 certificate a Rd for affacing tho with affixed seal tRefe-t-e ..... $10 

25 fe-H.Ql filing of a membership contract ..... $25 

26 44.(fil filing of a membership contract package ..... $100 

27 ½ttill filing annual report. other than as part of application for original license ..... $25 

28 Wi9.l issuance of health service corporation license ..... $300 

29 fi•H.hl. annual continuation of health service corporation license ..... $300 

30 12) The commissioner shall promptly deposit with tho state treasurer, to the credit of the general 
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fund, all fees and license fees received b•f him under this section:" 

2 

3 Section 72. Section 33-30-311, MCA, is amended to read: 

4 "33-30-311. Insurance producer. t-B 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 

6 insurance producer of that corporation and is subject to the provisions of 33-2-708 and Title 33, chapter 

7 11-

8 (2) The aefinitiens ef ins1:1ranee J;)rea1:1eer as aefinea in this shaJ;)ter so not inel1:1ae an inai,·ia1:1al: 

9 (a) emf)loyea ans 1:1sea by ins1:1raneo J;)roa1:1eers for the f)erformanse ef clerieal, stene§r□J;)hie, ans 

1 O similar offioe auties; 

11 (b) omJ;)loyecJ ans 1:1sea for inciaental tal1in§ of an aJ;)f)lioation for eovera§e from time to time in the 

12 offieo of the em13loyin§ ins1:1ranee f)roa1:1eer; 

13 (o) ,..,,ho seo1:1res ans fon,·aras information for the 131:1r13ose of an eJ1istin§ §ro1:113 eontraetor for 

14 enrollin§ inai 1iid1:1als 1:1naer an existing §rOl:lJ'l oontraot." 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 73. Section 33-30-1001, MCA, is amended to read: 

"33-30-1001. Newborn infants covered by insurance by health service corporation. Ne 6 disability 

insurance plan or group disability insurance plan 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 to the 

accident and sickness coverage or insurability of newborn infants of the persons insured from and after the 

moment of birth. Each Stt6fl policy Sfl-all must contain a provision granting immediate accident and sickness 

coverage, from and after the moment of birth, to each newborn infant of any insured person. If f)ayment 

of a s13eeifie 13remium or s1:1Bsorif)tion fee is req1:1irea to 13roviae oovera§O for a ehild, the flOlicy or contract 

may req1:1ire that notifioation ef Birth of a newly Bern chila and f)ayment of the required f)remium er fees 

must be fl:lfnishea to the ins1:1rer or nonf)rofit service or inaemnity serporation within 31 days after the sate 

et Birth in eraer te have the oovora§e eontinue beyona sush 31 day flOrioEi. 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 days of the birth in order to have 

the coverage extend beyond 31 days." 
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Section 74. Section 33-31-311, MCA, is amended to read: 

2 "33-31-311. Insurance producer license required -- application, issuance, renewal, fees -- penalty. 

3 (1) Ntf An individual, partnership, or corporation may not act as or hold himself out represent to the public 

4 to be an insurance producer of a health maintenance organization unless l,e the individual, partnership, or 

5 corporation is: 

6 (a) licensed as a disability insurance producer by the commissioner pursuant to chapter 17, parts 

7 1, 2, and 4 of this title or licensed as an insurance producer under 33-30-311 through 33 30 313; and 

8 (bl appointed or authorized by the health maintenance organization to solic'lt health care service 

9 agreements on its behalf. 

1 O (21 Application, appointment and qualification for a health maintenance organization insurance 

11 producer license, fees applicable to and the issuance of a health maintenance organization insurance 

12 producer license, and renewal of a health maintenance organization insurance producer license must be in 

13 accordance with the provisions of chapter 17 that apply to a disability insurance producer. 

14 (3) An individual, partnership, or corporation who holds a disability insurance producer license on 

15 October 1, 1987, need not requalify by an examination to be licensed as a health maintenance organization 

16 insurance producer. 

17 {41 The commissioner may, in accordance with 33-1-31 3, 33-1-317, 33-17-411, and chapter 1 7, 

18 part 10, suspend, revoke, refuse to issue or renew a health maintenance organization insurance producer 

19 license, or impose a fine upon the licensee. 

20 (51 The provisions of this section do not exempt a health maintenance organization from material 

21 transaction disclosure requirements under [sections 78 through 81]. A health maintenance organization 

22 must be considered an insurer for the purposes of [sections 78 through 81]." 

23 

24 NEW SECTION. Section 75. Notice of right to return policy. Each life or disability insurance policy, 

25 except a single-premium nonrenewable disability policy, issued for delivery in this state or issued after 

26 January 1, 1996, must contain a notice stating in substance that if the person to whom the policy is issued 

27 is not satisfied for any reason, the person may return the policy within 10 days of its delivery or a longer 

28 period if provided by the policy and have refunded directly to the person the premium paid. A policy 

29 returned pursuant to this section is void from the beginning. 

30 
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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 (b) 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 of Material Transactions Act". 

19 

20 NEW SECTION. Section 79. Report. (1) An insurer domiciled in this state shall file a report with 

21 the commissioner disclosing material acquisitions and dispositions of assets or material nonrenewals, 

22 cancellations, 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 tor 

24 review or approval or for information purposes pursuant to other provisions of the insurance code, laws, 

25 or regulations or other requirements. 

26 (2) The report required in subsection (11 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 domiciled; and 
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lb) the national association of insurance commissioners. 

2 14) All reports obtained by or disclosed to the commissioner pursuant to [sections 78 through 811 

3 must be treated confidentially, may not be subject to subpoena, and may not be made public by the 

4 commissioner, the national association of insurance commissioners, or any other person, except to 

5 insurance departments of other states, without the prior consent of the insurer to which it pertains unless 

6 the commissioner. after giving the insurer notice and an opportunity to be heard. determines that the 

7 interest of policyholders. shareholders, or the public will be served by publication, in which event the 

8 commissioner may publish all or any part of the report in the manner the commissioner chooses. 

9 

10 NEW SECTION. Section 80. Acquisitions and dispositions of assets. ( 1 I Acquisitions or 

11 dispositions of assets that are not material are not required to be reported pursuant to [section 79] if -·,e 

12 acquisitions or dispositions are not material. For purposes of [sections 78 through 81], a material 

13 acquisition or the aggregate of any series of related acquisitions during any 30-day period or a disposition 

14 or the aggregate of any series of related dispositions during any 30-day period is one that is nonrecurring 

15 and not in the ordinary course of business and involves more than 5% of the reporting insurer's total 

16 admitted assets as reported in its most recent statutory i,tatement filed with the insurance department of 

17 the insurer's state of domicile. 

18 121 Asset acquisitions subject to [sections 78 through 81] include every purchase, lease, exchange, 

19 merger, consolidation, succession, or other acquisition, other than the construction or development of real 

20 property, by or for the reporting insurer or the acquisition of materials for this purpose. 

21 (3) Asset dispositions subject to [sections 78 through 81] include each sale, lease, exchange, 

22 merger, consolidation, mortgage, hypothecation, assignment, whether for the benefit of creditors or 

23 otherwise, abandonment, destruction, or other disposition. 

24 (4) The following information is required to be disclosed in any report of a material acquisition or 

25 disposition of assets: 

26 (a) the date of the transaction; 

27 {b) the manner of acquisition or disposition; 

28 lei the description of the assets involved; 

29 Id) the nature and amount of the consideration given or received; 

30 lei the purpose or reason for the transaction; 
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(fl the manner by which the amount of consideration was determined; 

2 (g) the gain or loss recognized or realized as a result of the transaction; and 

3 (h) the names of the persons from whom the assets were acquired or to whom they were disposed. 

4 (5) An insurer is required to report material acquisitions and dispositions on a nonconsolidated basis 

5 unless the insurer is part of a consolidated group of insurers that uses a pooling arrangement or 100% 

6 reinsurance agreement that affects the solvency and integrity of the insurer's reserves and the insurer 

7 ceded substantially all of its direct and assumed business to the pool. An insurer cedes substantially all 

8 of its direct and assumed business to a pool if the insurer has less than $1 million total direct plus assumed 

9 written premiums during a calendar year that are not subject to a pooling arrangement and the net income 

10 of the business not subject to the pooling arrangement represents less than 5% of the insurer's capital and 

11 surplus. 

12 

13 NEW SECTION. Section 81. Nonrenewals, cancellations, or revisions of ceded reinsurance 

14 agreements. ( 1) A nonrenewal, cancellation, or revision of a ceded reinsurance agreement need not 

15 be reported pursuant to [section 79] if the nonrenewal, cancellation, or revision is not material. For 

16 purposes of [sections 78 through 81 L a material nonrenewal, cancellation, or revision is one that 

17 affects: 

18 (al property and casualty business, including disability business written by a property and 

19 casualty insurer, so that: 

20 (ii more than 50% of the insurer's total ceded written premium is affected; or 

21 (ii) more than 50% of the insurer's total ceded indemnity and loss adjustment reserves are 

22 affected; 

23 (bl life, annuity, and disability business, so that more than 50% of the total reserve credit taken 

24 for business ceded, on an annualized basis, as indicated in the insurer's most recent annual statement 

25 is affected; 

26 (c) either property and casualty or life, annuity, and disability business and causes either of the 

27 following events that constitutes a material revision that must be reported: 

28 (i) an authorized reinsurer representing more than 10% of a total cession is replaced by one 

29 or more unauthorized reinsurers; or 

30 (iii previously established collateral requirements have been reduced or waived as respects one 
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or more unauthorized reinsurers representing collectively more than 10% of a total cession. 

2 (21 However, a filing is not required if: 

3 (al 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 (bl 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 prior to any cession. 

9 (3l The following information is required to be disclosed in any report of a material nonrenewal, 

10 cancellation, or revision of ceded reinsurance agreements: 

11 (al the effective date of the nonrenewal, cancellation, or revision; 

1 2 ( 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 (di if applicable, the identity of the replacement reinsurers. 

15 (41 Insurers are required to report all material nonrenewals, cancellations, 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. An insurer 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". 

26 

27 NEW SECTION. Section 83. Definitions. As used in [sections 82 through 94], 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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(2) "Corrective order" means an order issued by the commissioner specifying corrective actions 

2 that the commissioner has determined are required. 

3 13) "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 lb) 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 to a life or health 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) (a) "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 33-1-206. 

18 (b) The term does not include monoline 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 (101 "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 (al "authorized control level RBC" means the number determined under the risk-based capital 

26 formula in 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 control level RBC; 

29 (c) "mandatory control level RBC" means the product of 0. 70 and the authorized control level 

30 RBC; and 
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(di "regulatory action level RBC" means the product of 1.5 and its authorized control level RBC. 

2 ( 11) "RBC plan" means a comprehensive financial plan containing the elements specified in 

3 [section 85(2)]. It the commissioner rejects the RBC plan and it is revised by the insurer, with or 

4 without the commissioner's recommendation, the plan must be called a revised RBC plan. 

5 112) "RBC report" means the report required in [section 841. 

6 i 13) "Total adJusted capital" means the sum of: 

7 la) an insurer's statutory capital and surplus; and 

8 lb) other items, if any, as the RBC instructions may provide. 

9 

1 O NEW SECTION. Section 84. RBC reports. ( 1) Each domestic insurer shall, on or before each 

11 March 1 filing date, prepare and submit to the commissioner a report of its RBC levels as of the end 

12 of the previous calendar year in a form and containing information as required by the RBC instructions. 

13 In addition, each domestic insurer shall file its RBC report: 

14 (a) with the NAIC in accordance with the RBC instructions; and 

15 {bl with the insurance commissioner in any state in which the insurer is authorized to do 

16 business if that insurance commissioner has notified the insurer of the request in writing, in which case 

17 the insurer shall file its RBC report not later than the later of: 

18 {ii 15 days from the receipt of notice to file its RBC report with that state; or 

19 (ii) the March 1 filing date. 

20 (21 A life and disability insurer's RBC must be determined in accordance with the formula set 

21 forth in the RBC instructions. The formula must take into account and may adjust for the covariance 

22 between: 

23 (al the risk with respect to the insurer's assets; 

24 (bl the risk of adverse insurance experience with respect to the insurer's liabilities and 

25 obligations; 

26 {c) the interest rate risk with respect to the insurer's business; and 

27 (di all other business risks and other relevant risks as are set forth in the RBC instructions and 

28 determined in each case by applying the factors in the manner set forth in the ABC instructions. 

29 (3) A property and casualty insurer's RBC must be determined in accordance with the formula 

30 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 (bl credit risk; 

4 (cl 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 87 through 941 is desirable in the business of insurance. Accordingly, insurers should seek 

10 to maintain capital above the RBC levels required by [sections 82 through 941. Additional capital is 

11 used and useful in the insurance business and helps to secure an insurer against various risks inherent 

1 2 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) If a 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 adjustment. 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 la) the filing· of an RBC report by an insurer which indicates that: 

22 Ii) the insurer's total adjusted capital is greater than or equal to its regulatory action level RBC 

23 but less than 1ts company action level RBC; or 

24 Iii) for a life or disability insurer, the insurer has total adjusted capital that is greater than or 

2 5 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 

29 89] 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 subinit to the 
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commissioner an RBC plan that must: 

2 {a) identify the conditions that contribute to the company action level event; 

3 lb) 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 lc) 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 proiections 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. 

1 O Id) identify the key assumptions impacting the insurer's projections and the sensitivity of the 

11 projections to the assumptions; and 

12 le) 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: 

16 {a) within 45 days of the company action level event; or 

17 (b) if the insurer challenges an adjusted RBC report pursuant to [section 89], within 45 days 

18 after notification to the insurer that the commissioner has, after a hearing, rejected the insurer's 

1 9 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 la) 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 89]. specify in the notification that the notification 

5 constitutes a regulatory action level event. 

6 16) 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 (al the state has an RBC provision substantially similar to [section 90( 1 l]; 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 

1 2 by the later of: 

1 3 (i) 1 5 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 (al 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 level 

21 RBC; 

22 (bl the notification by the commissioner to an insurer of an adjusted RBC report that indicates 

23 the event in subsection ( 1 l(a) if the insurer does not challenge the adjusted RBC report under [section 

24 89] or the commissioner rejects the insurer's challenge; 

25 (cl 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 (dl the failure of the insurer to submit an RBC plan to the commissioner within the time period 

29 set forth in [section 85(31]; 

30 (e) notification by the commissioner to the insurer that: 
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(i) the RBC plan or revised RBC plan submitted by the insurer is unsatisfactory in the judgment 

2 of the commissioner; and 

3 (ii) the notification constitutes a regulatory action level event with respect to the insurer if the 

4 insurer has not challenged the determination under [section 891; 

5 (f) if, pursuant to [section 891, the insurer challenges a determination by the commissioner, the 

6 notification by the commissioner to the insurer that the commissioner has, after a hearing, rejected the 

7 challenge; 

8 (g) notification by the commissioner to the insurer that the insurer has failed to adhere to its 

9 RSC plan or revised RBC plan, but only if the failure has a substantial adverse effect on the ability of 

1 0 the insurer to eliminate the company action level event in accordance with its RSC plan or revised RSC 

11 plan and the commissioner has so stated in the notification and if the insurer has not challenged the 

12 determination under [section 891 or the commissioner has not rejected the insurer's challenge. 

13 (2) In the event of a regulatory action level event, the commissioner shall: 

14 (a) require the insurer to prepare and submit an RSC 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 RSC plan or revised RBC plan; and 

17 (cl 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 relevant 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 RSC plan or revised RSC plan must 

23 be submitted: 

24 (a) within 45 days after the occurrence of the regulatory action level event; 

25 (b) if the insurer challenges an adjusted RSC report pursuant to [section 891 and the challenge 

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 RSC 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 commissioner has, after a hearing, rejected the insurer's challenge. 
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1 (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 affected 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 

1 O capital is greater than or equal to its mandatory control level RBC but less than its authorized control 

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 to 

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 861 regarding an insurer with respect to which a 

24 regulatory action level event has occurred; or 

25 (bl 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 control level event must be considered sufficient 

29 grounds for the commissioner to take action under Title 33, chapter 2, part 1 3, 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 

2 adjusted RBC report, the insurer is entitled to the protections afforded to insurers under the provisions 

3 of 33-2-1321 through 33-2-1323 pertaining to summary proceedings. 

4 

5 NEW SECTION. Section 88. Mandatory control level event. I 1) "Mandatory control level 

6 event" means any of the following events: 

7 (a) the filing of an RBC report that indicates that the insurer's total adjusted capital is less than 

8 its mandatory control level RBC; 

9 (b) notification by the commissioner to the insurer of an adjusted RBC report that indicates the 

10 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 a life 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 shall 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 to continue its runoff under the supervision 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 event if 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 l An insurer has the right to a hearing 

7 before the department upon notification by the commissioner: 

8 (al 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; 

1 0 (b) that the insurer has failed to adhere to its RBC plan or revised RBC plan and that the failure 

11 has a substantial adverse effect on the ability of the insurer to eliminate the company action level event 

12 with respect to the insurer in accordance with its RBC plan or revised RBC plan; or 

13 (cl of a corrective order with respect to the insurer. 

14 (2) The insurer shall notify 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 

1 7 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 annual 

22 statement schedule, and all RBC plans, including the results or report of any examination or analysis 

23 of an insurer performed pursuant to [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 94] or any other provision of the insurance laws 

29 of this state. 

30 (2) It is the intent of the legislature that the comparison of an insurer's total adjusted capital 
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to any of its ABC 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 

7 station, or in any other way, an advertisement, announcement, or statement containing an assertion, 

8 representation, or statement with regard to the ABC 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 

1 0 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 ABC levels or an 

1 2 inappropriate comparison of any other amount to the insurer's ABC 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 publish 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 ABC instructions, ABC reports, adjusted 

18 ABC reports, ABC 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 level or rate of return tor any line of insurance that an insurer or any affiliate is authorized to 

23 write. 

24 

25 NEW SECTION. Section 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 implementation of [sections 

30 82 through 94). 
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(3l 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 (bl writes direct annual premiums of $2 million or less; and 

5 (cl does not assume reinsurance in excess of 5% of direct premium written. 

6 

7 NEW SECTION. Section 92. Foreign insurers. (1 l A foreign insurer shall, 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 

11 [section 84]; or 

12 (bl 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 13) 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 domiciliary 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. 

30 
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NEW SECTION. Section 93. Applicability for 1995. { 1) For RBC reports required to be filed 

2 by property and casualty insurers with respect to 1995, the following requirements apply in lieu of the 

3 provisions of [sections 85 through 88]: 

4 {a) In the event of a company action level event with respect to a domestic insurer, the 

5 commissioner will not take regulatory action under [sections 82 through 94]. 

6 { b) In the event of a regulatory action level event under [section 86( 1 ){a), ( 1 I { b), or ( 1 I (cl I. the 

7 commissioner shall take the actions required under [section 86(21 I. 

8 {cl In the event of a regulatory action level event under [section 86(1){d), {1){e), 111111, or 

9 (1 )lg)] or an authorized control level event, the commissioner shall take the actions required under 

10 [section 86(21 and {3)] with respect to the insurer. 

11 (41 In the event of a mandatory control level event with respect to an insurer, the commissioner 

1 2 shall take the actions required under [section 881. 

13 

14 NEW SECTION. Section 94. Notices. All notices by the commissioner to an insurer that may 

15 result in regulatory action are effective on 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 SECTION. Section 95. Repealer. Sections 33-30-312 and 33-30-313, MCA, are 

1 9 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 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 (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). 

2 

3 NEW SECTION. Section 97. Severability. If a part 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 or more of 

5 its applications, the part remains in effect in all valid applications that are severable from the invalid 

6 applications. 

7 -END-
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APPROVED BY COMMITTEE 
ON BUSINESS AND LABOR 

2 

3 

4 

~ ~l~055(D 
INTRODUCED BY ~~ 

./ 
BY REQUEST OF THE STATE AUDITOR 

5 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING 

6 FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR 

7 INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501, 

8 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, 

9 33-2-528, 33-2-529, 33-2-531, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-820, 

1 O 33-2-1111, 33-2-1201, 33-2-1216, 33-2-1217, 33-2-1218, 33-_2-1510, 33-2-16Q5, 33-3-431, 33-4-202, 

11 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, 

12 33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503, 

13 33-17-603, 33-17-1001, 33-18-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201, 33-22-202, 

14 33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1819, 33-30-102, 

15 33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND 33-31-311, MCA; AND 

16 REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA." 

17 

18 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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INTRODUCED BY ~~ 
./ 

BY REQUEST OF THE STATE AUDITOR 
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5 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING ST A TE INSURANCE LAWS; PROVIDING 

6 FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR 

7 INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-501, 

8 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, 

9 33-2-528, 33-2-529, 33-2-531, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-820, 

1 O 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, 

1 1 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, 

12 33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 33-17-503, 

13 33-1 7-603, 33-17-1001, 33-18-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201, 33-22-202, 

14 33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1819, 33-30-102, 

15 33-30-107, 33-30-108, 33-30-202, 33-30-204, 33-30-311, 33-30-1001, AND 33-31-311, MCA; AND 

16 REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA." 

17 

18 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 SECOND 
READING COPY (YELLOW) FOR COMPLETE TEXT . 
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SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT: 

Page 1 of 6 
March 2, 1995 

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. 

That such amendments read: 

1. Title, line 10. 
Following: ''33-2-1218," 
Insert: "33-2-1394, 11 

2. Title, line 13. 
Strike: "33-17-1001," 

3. Title, line 14. 
Following: "33-22-1803, 11 

Insert: "33-22-1811, 11 

4. Title, line 15. 
Strike: ''33-31-311'' 
Insert: 11 33-31-111" 

5. Title, line 15. 
Following: "MCA; 11 

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: "a-f¼€1" 
Insert: "and" 

~d. 
tl_ Sec. 

Coard. 
of Senate Senator Carrying Bill 

\\'o5~ 
SENATE 
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10. Page 8, line 21. 
Strike: subsection (5) in its entirety 
Renumber: subsequent subsection 

11. Page 15, line 17. 
Strike: 11 1995 11 

Insert: 11 1996 11 

12. Page 17, line 1. 
Following: "ffi:1-€-fl:" 
Insert: "all other" 

13. Page 42, line 4. 

Page 2 of 6 
March 2, 1995 

Insert: "Section 31. Section 33-2-1394, MCA, is amended to read: 
11 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 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 willful 
and wanton misconduct of the employee. 

(2) In a legal action 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, liquidator, 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 legal action l2Y.-1! 
third party does not lie against the rehabilitator, liquidator, 
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 liquidator or a liquidation estate will lie 
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against a former special deputy liquidator or any employee, 
agent, or independent contractor retained by a special deputy 
liquidator without regard to when the alleged act, error, or 
omission occurred. 

(b) Subsections (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 took place."" 
Renumber: subsequent 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 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 
except with respect to its health maintenance organization 
activities authorized and regulated pursuant to this chapter. 

(2) Solicitation of enrollees 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 organization 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 health 
maintenance organization 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 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] "" 

19. Page 9C, line 24. 
Following: "Each" 
Insert: "indi victual" 

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 of 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 one 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 to 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 is no longer enrolling new small businesses. 

(c) The provisions of this section are effective 180 days 
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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 employer 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 
condition, 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 previously covered by qualifying previous 
coverage that provided benefits with respect to those services if 
the qualifying previous coverage was continuous to a date not 
±ee-e ~ than 30 days prior to the submission of an application 
for new coverage. This subsection (3) (b) does not preclude 
application of any waiting period applicable to all new enrollees 
under the health benefit plan. 

(c) 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) Requirements used by a small employer carrier in 
determining whether to provide coverage to a small employer, 
including requirements 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 only by the size of the small employer 
group. 

(e) (i) If 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). 

(ii) 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 otherwise 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 
reasonably anticipates and demonstrates to the satisfaction 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 policyholders and enrollees. 

(b) A small employer carrier may not be required to provide 
coverage to 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 provisions 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 99. 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 

October 1, 1995." 

-END-
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SENATE COMMITTEE OF THE WHOLE AMENDMENT 

Mr. Chairman: 

March 8, 1995 1:09 pm 

I move to amend HB 556 (third reading copy 

?"\ 
~ 

REJECT 

That such amendments read: 

1. Title, line 7. 
Following: "33-1-311,'' 
Insert: "33-1-413," 

2. Page 106, line 17. 

Signed: 0.J.A-q~ 
---r+-~~----=s'--'e=--n-a_t_o_r_J_e_r_g_e_s_o_n_ 

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 5-t!-efi charges and expenses 
by the commissioner or pursuant to M-5 the commissioner's written 
authorization, each person ee examined, other than as to 
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 eustomary therefor 
afi€l as established or adopted by the commissioner. Such an An 
account may be ee presented periodically during the course of the 
examination or at the termination of the examination as the 
commissioner deems considers proper. Ne s person shall may not 
pay and He an examiner shall may not accept any additional 
emolument on account of any such an examination. 

(2) The commissioner shall pay to the state treasurer to 
the credit of the general state special revenue fund all moneys 
money received pursuant to subsection (1) above. 

(3) If any such~ person fails to pay the charges and 
expenses, as referred to in subsection (1) above, they shall the 
charges and expenses must be paid.out of the funds of the 
commissioner in the same manner as other disbursements of 5-t!-efi 
the funds. The amount -ee paid □hall be is a first lien upon all 
of the assets and property in this state of 5-t!-efi 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: subsequent 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 98] are" 
Insert: "Except as provided in subsection (1), [this act] is" 

-END-

(Ji Amd. Coard. 
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HOUSE BILL NO. 556 

INTRODUCED BY SIMON, BENEDICT 

BY REQUEST OF THE STATE AUDITOR 

HB0556.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING 

6 FOR THE DISCLOSURE OF MATERIAL TRANSACTIONS; CREATING A RISK-BASED CAPITAL FOR 

7 INSURERS ACT; AMENDING SECTIONS 2-6-109, 33-1-207, 33-1-208, 33-1-209, 33-1-311, 33-1-413, 

8 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, 

9 33-2-526, 33-2-528, 33-2-529, 33-2-531, 33-2-701, 33-2-705, 33-2-708, 33-2-803, 33-2-806, 33-2-820, 

10 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, 

11 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, 

12 33-14-304, 33-15-301, 33-15-303, 33-16-202, 33-16-235, 33-17-102, 33-17-211, 33-17-405, 

13 33-17-503, 33-17-603, aa 111001, 33-10-212, 33-18-301, 33-22-131, 33-22-132, 33-22-201, 

14 33-22-202, 33-22-301, 33-22-303, 33-22-504, 33-22-508, 33-22-1120, 33-22-1803, 33-22-1811, 

15 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 

16 aa a1 a11 33-31-111, MCA; ANG REPEALING SECTIONS 33-30-312 AND 33-30-313, MCA; AND 

17 PROVIDING EFFECTIVE DATES." 

18 

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

20 

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

22 "2-6-109. Prohibition on distribution or sale of mailing lists -- exceptions -- penalty. (1) Except 

23 as provided in subsections (3) through (7), in order to protect the privacy of those who deal with state and 

24 local government: 

25 (a) fie an agency may not distribute or sell for use as a mailing list any list of persons without first 

26 securing the permission of those on the list; and 

27 (b) fie£ list of persons prepared by the agency may not be used as a mailing list except by, the 

28 agency or another agency without first securing the permission of those on the list. 

29 (2) As used in this section, "agency" means any board, bureau, commission, department, division, 

30 authority, or officer of the state or a local government. 

~na Leg/stative councn 
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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 61-5-1 26. 

(5) This section ~ 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 

therefroFR 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 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. ill Disability insurance, including credit disability insurance, is 

insurance of human beings_;__{fil against bodily injury, disablement, or death by accident or accidental means 

or the medical expense thereat or indemnity involved; or 

fQl against disablement or medical expense or indemnity resulting from sickness aAe e\'er>~ 

iAsuraAee appertaiAiR!l therete. 

ill Transaction of disability insurance does not include workers' compensation insurance." 

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

26 "33-1-208. Life insurance. Life insurance, including credit life insurance, is insurance on human 

27 lives. The transaction of life insurance includes al&e the granting of endowment benefits, additional benefits 

28 in event of death or dismemberment by accident or accidental means, additional benefits in event of the 

29 insured's disability, benefits that provide reimbursement or payment for long-term home health care or 

30 long-term care in a nursing home or other related institution, and optional modes of settlement of proceeds 

~na Legislative Council 
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1 of life insurance. Transaction of life insurance does not include workers' compensation insurance." 

2 

3 Section 4. Section 33-1-209, MCA, is amended to read: 

4 "33-1-209. Marine protection and indemnity and wet marine insurance. 11) Marine insuranee 

5 includes A'larine 13roteetion and indeA'lnit~< insuranee, meaning insuranee against, or against legal liaailit1• of 

6 the insured for, loss, Elarnage, OF e.K13ense arising eut of or ineiElont to the ownershi13, 013eration, ehartering, 

7 rnaintenanee, use, re13air, or eonstrustion of any vessel, eraft, or instrumentality in use in oeean or inland 

8 v,·aterways, ineluding liability of the insured for 13ersonal injury, illness, er Eleath or for loss of OF damage 

9 to the 13ro13erty of another 13erson. Marine and transportation insurance means insurance against loss of 

10 or damage to: 

11 (al vessels, craft, aircraft, vehicles, goods, freights, cargoes, merchandise, effects, disbursements, 

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

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

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

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

16 storage, transshipment, or reshipment; 

17 (bl person or property in connection with marine, transit, or transportation insurance, including 

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

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

20 or insurance against bodily injury arising out of the ownership, maintenance, or use of an automobile; 

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

22 (d) bridges; tunnels; and other instrumentalities of transportation and communication, excluding 

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

24 leakage, hail, explosion, earthquake, riot, or civil commotion are the only hazards to be covered); piers; 

25 wharves; docks; slips; and other aids to navigation and transportation, including drydocks, marina railways, 

26 and dams and appurtenant facilities for the control of waterways. 

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

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

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

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

~na Leotslatlve council 
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of the property of another person. 

WQl For the purposes of this code, wet marine and transportation insurance is that part of marine 

insurance Wffi€fl that includes only: 

(a} insurance upon vessels, crafts, and hulls and of interests tRereiA er ,,.,.itR relatieA tRerete 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 eeFAiA§ witRiA 

subject to this subsection; and 

(d} insurance of personal property and interests+--~ in the personal 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, ifl with 

respect to, appertaiAiA§ te, er iA eeAAeetien witR any and all risks or perils of navigation, transit, or 

transportation or while being prepared for aRe or~ awaiting shipment aRe or during any delays, storage, 

transshipment, or reshipment incident tRerete 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 tRis eede the laws of this state and shall execute the duties imposed on the commissioner by 

tRis eede the laws of this state. 

(2) The commissioner slciall Ra~·e has the powers and authority expressly conferred upon the 

commissioner by or reasonably implied from the provisions of tRis 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 tlciis eede 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. 

(el Tlcie eommissioner lcias additioAal powers aAd d1:Jties as previded by otlcier laws of tRis state. 
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fe}jfil The department is a criminal justice agency as defined in 44-5-103." 

2 

3 Section 6. Section 33-1-501, MCA, is amended to read: 

HB0556.02 

4 "33-1-501. Filing and approval of forms. (1) ifil An insurance policy or annuity contract form, 

5 certificate, enrollment form, application form, printed rider or endorsement form, or form of renewal 

6 certificate may not be delivered or issued for delivery in Montana unless the form has been filed with and 

7 approved by the commissioner and, if required, the regulatory official of the state of domicile of the insurer, 

8 if requires. This provision does not apply to surety bonds or policies, riders, endorsements, or forms of 

9 unique character designed for and used with relation to insurance upon a particular subject or that relate 

10 to the manner of distribution of benefits or to the reservation of rights and benefits under life or disability 

11 insurance policies and are used at the request of the individual policyholder, contract holder, or certificate 

12 holder. Forms for use in property, marineL fother than ocean marine and foreign trade coverages+, casualty, 

13 and surety insurance coverages may be filed by a rating organization on behalf of its members and 

14 subscribers or by a member or subscriber on its own behalf. 

15 (bl The approval of an insurance policy or annuity contract form, certificate, enrollment form, 

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

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

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

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

20 state of domicile. 

21 (2) The filing must be made not less than 60 days in advance of delivery. Approval of a form by 

22 the commissioner constitutes a waiver of any unexpired portion of the waiting period. The commissioner 

23 may extend by not more than an additional 60 days the period within which the commissioner may approve 

24 or disapprove a form by giving notice of the extension before expiration of the initial 60-day period. The 

25 commissioner may at any time, after notice and for cause shown, withdraw any approval. 

26 (3) l\n eraor ef Notice by the commissioner disapproving a form or withdrawing a previous approval 

27 must state the grounds for disapproval or withdrawal in sufficient detail to inform the insurer. 

28 (4) The commissioner may exempt from the requirements of this section, for so long as the 

29 commissioner considers proper, an insurance document, form, or type of document or form s13eeifiea to 

30 which, in the commissioner's opinion, this section may not practicably be applied or the filing and approval 

~na Leg/stative council 
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of which are, in the oommissioner's 013inion, not desirable or necessary for the protection of the public. 

2 (5) This section applies to a form used by a domestic insurer for delivery in a jurisdiction outside 

3 Montana if the insurance supervisory official of the jurisdiction informs the commissioner that the form is 

4 not subject to approval or disapproval by the official and upon the commissioner's order requiring the form 

5 to be submitted to the commissioner for the purpose. The same standards apply to these forms as apply 

6 to forms for domestic use. 

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

8 (a) reinsurance; 

9 (b) policies or contracts not issued for delivery in Montana or delivered in Montana, except as 

1 O provided in subsection (5); 

11 (c) ocean marine and foreign trade insurances. 

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

13 Montana for group insurance policies effectuated and delivered outside Montana but covering persons 

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

1 5 minimum provisions mandated by Montana if Montana law prevails over conflicting provisions of other state 

16 law." 

17 

18 Section 7. Section 33-2-117, MCA, is amended to read: 

19 "33-2-117. Continuance, expiration, reinstatement, and amendment of certificate of authority. (11 

20 Certificates of authority issued or renewed under this code Sflall must continue in force as long as the 

21 insurer is entitled thereto under this code and until suspended or revoked or otherwise terminated-;" suajeet, 

22 howe•ter, A certificate is subject to continuance of the eertifieate by the insurer each year by payment ON 

23 OR prior to Ma•( 1 a March 1 of the continuation fee provided in 33-2-708. 

24 (2) If not se continued by the insurer, i-ts the certificate of authority shall eK13ire expires at midnight 

25 on May 31 OOJtt following StlOO failure of the insurer se to continue it in force. The commissioner shall 

26 promptly notify the insurer of the oeeurrenee of any s1c1eh fail1c1re res1c1ltin§ in im13onelin§ its failure to pay 

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

28 (3) The commissioner may, in his Eliseretion, reinstate a certificate of authority wl=!iefl that the 

29 insurer has inadvertently permitted to expire, after the insurer has f1c1lly sureel all its cures any failures wl=!iefl 

30 res1,lteEl resulting in StlOO expiration and upon payment a•r the insurer of the fee for reinstatement in 

~na Leg/stative counell 
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addition to the current continuation fee, as provided in 33-2-708. Otherwise, the insurer s1'laU may be 

2 granted another certificate of authority only after filing an application therefor and meeting all other 

3 requirements as for an original certificate of authority in this state. 

4 (41 The commissioner may amend a certificate of authority at any time to accord with changes in 

5 the insurer's charter of insuring powers." 

6 

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

8 "33-2-301. Short title -- purpose -- definitions. ( 1) This part constitutes and may be referred to as 

9 "The Surplus Lines Insurance Law". 

10 (2) This part must be applied to: 

11 (a) protect persons seeking insurance in this state; 

12 (b) permit surplus lines insurance to be placed with reputable and financially sound unauthorized 

13 insurers and to be exported from this state pursuant to this part; 

14 (cl establish a system of regulation that will permi.t orderly access to surplus lines insurance in this 

15 state and encourage authorized insurers to provide new and innovative types of insurance to consumers 

16 in this state; and 

17 (d) protect revenues of this state. 

18 (31 As used in this part, the following definitions apply: 

19 (al "Authorized insurer" means an insurer authorized pursuant to 33-2-101 to transact insurance 

20 in this state. 

21 (b) "Eligible surplus lines insurer" means an unauthorized insurer with which a surplus lines 

22 insurance producer may place surplus lines insurance under 33-2-307. 

23 (c) "Export" means to place surplus lines insurance with an unauthorized insurer. 

24 (s) "KiAs of iAsuraAee" FHeaAs oAe of the types of iAsuraAeo re11uiros ta be repertes iA the aAAual 

25 stat□ FH □ At files with the eeFHFHissieAer s~· aA authorizes iAsuror. 

26 {e+Js!l. "Producing insurance producer" means the individual insurance producer dealing directly with 

27 the person seeking insurance. 

28 ffH.fil "Surplus lines insurance" means any insurance +on risks resident, located, or to be performed 

29 in this stateJ. permitted to be placed through a surplus lines insurance producer with an unauthorized insurer 

30 eligible to accept the insurance. The term does not include the kinds of insurance exempted under 

~na Legtslattve council 
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33-2-317. 

~ill "Surplus lines insurance producer" means an individual, partnership, or corporation licensed 

under 33-2-305 to place surplus lines insurance fon risks resident, located, or to be performed in this state} 

with unauthorized insurers eligible to accept ffi!€H the insurance. 

Wi.9l "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. lnsuranee A'la~· be 13rooureEI 

throu§h a lioenseEI sur13lus lines insuranee 13roEluoer fFsA'I 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 OR, IN THE CASE OF A RENEWAL. THE LINE OF INSURANCE HAS NOT 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) a lower premium rate than would be accepted by an authorized insurer; or 

(b) an advantage in terms of the insurance contract; am! AND 

Hi) in ease of renewal, the line has not beeoA'le available fFeA'I an autherii!eef insurer; anEI 

~ 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 

13roeure 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 

~na Leg/stative counr:11 
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license issued by the commissioner. 

2 ( 2) The commissioner shall issue a surplus lines insurance license to any qualified holder of a 

3 current property and casualty insurance producer license only if the insurance producer has: 

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

5 (bl submitted to the commissioner a completed license application on a form supplied by the 

6 commissioner; 

7 

8 

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

and 

9 (d) filed with the commissioner andL for as long as the license remains in effectL kept in force a 

10 bond in favor of the state of Montana in the amount of $10,000, with authorized corporate sureties 

11 approved by the commissioner. The bond must be conditioned that the insurance producer will conduct 

12 business under the license in accordance with the provisions of The Surplus Lines Insurance Law and that 

13 the insurance producer will promptly remit the taxes provided in 33-2-311. The bond may not be terminated 

14 unless the surety gives the surplus lines insurance producer, the producing insurance producer, and the 

15 commissioner at least 30 days' prior written notice of termination. 

16 (3) The license expires on April 1 after its date of issue. A surplus lines insurance producer shall 

17 renew the license on or before March 1 of each year upon payment of the annual renewal fee prescribed 

18 in 33-2-708. A surplus lines insurance producer who fails to apply for a renewal of the license on or before 

19 March 1 shall pay a fine of $100 before the commissioner renews the license. 

20 (41 A corporation is eligible to be licensed as a surplus lines insurance producer if: 

21 (al the corporate license lists the individuals within the corporation who have satisfied the 

22 requirements of this part to become surplus lines insurance producers; and 

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

24 (51 This section may not be construed to require agents, producers, or brokers acting as 

25 intermediaries between a surplus lines insurance producer and an unauthorized insurer under this part to 

26 hold a valid Montana surplus lines insurance producer's license." 

27 

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

29 "33-2-307. Requirements for eligible surplus lines insurers. (11 A surplus lines insurance producer 

30 may not place insurance with an unauthorized insurer unless, at the time of placement, the unauthorized 
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1 insurer: 

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

3 (b) is qualified under one of the following subsections: 

4 (i) the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

5 which equals the greater of: 

6 (A) the minimum capital and surplus requirements of 33-2-109 and 33-2-11 0; or 

7 (B) ~ $7 million. An insurer possessing less than -$4 $6 million capital and surplus may satisfy the 

8 requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The 

9 commissioner's finding must be based upon such factors as quality of management, capital, and surplus 

1 O of a parent company; company underwriting profit and investment income trends; and company record and 

11 reputation within the industry. The commissioner may not make an affirmative finding of acceptability 

12 when the surplus lines insurer's capital and surplus is less than~ $6 million. 

13 (ii) in the case of Lloyd's or another similar uRiReor13oratea group el: including incorporated and 

14 unincorporated alien iRaiviaual insurers, the insurer maintains a trust fund of not less than $50 million as 

15 security to the full amount of capital and surplus for all policyholders and creditors in the United States of 

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

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

18 and control by the groups of domiciliary regulators as are the unincorporated members. The trust must 

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

20 (iii) in the case of an insurance exchange created by the laws of individual states, the insurer 

21 maintains capital and surplus, or their substantial equivalent, of not less than $15 million in the aggregate. 

22 For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder, 

23 each individual syndicate shall maintain minimum capital and surplus, or their substantial equivalent, of not 

24 less than $1. 5 million. If the insurance exchange does not maintain funds for the protection of each 

25 insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus 

26 requirements of subsection (1 )(b)(i). 

27 (iv) in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust 

28 fund in either a national bank or a member of the federal reserve system, in an amount not less than $1 .5 

29 million, for the protection of all its policyholders in the United States and the trust fund consists of cash, 

30 securities, or letters of credit or of investments of substantially the same character and quality as those 
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1 which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds 

2 of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus 

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

4 the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 

5 Insurers Quarterly Listing. 

6 (c) has provided the commissioner a copy of its current annual statement, certified by the insurer 

7 no more than 6 months after the close of the period reported uponL for quarterly if considered necessary 

8 by the commissioner+, and which is either: 

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

10 insurer; or 

11 (ii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

12 domicile. 

13 (2) In the case of an insurance exchange, the statement required by subsection (1 )(c) may be an 

14 aggregate combined statement of all underwriting syndicates operating during the period reported. 

15 (3) In addition to meeting the requirements in subsection (1 ), an insurer is an eligible surplus lines 

16 insurer only if it appears on the most recent list of eligible surplus lines insurers published at least 

17 semiannually by the commissioner. This subsection does not require the commissioner to place or maintain 

18 the name of any unauthorized insurer on the list of eligible surplus lines insurers. An action may not lie 

19 against the commissioner or an employee of the commissioner for anything said in issuing the list of eligible 

20 surplus lines insurers referred to in this subsection. 

21 (4) (a) The commissioner may declare an eligible surplus lines insurer ineligible if at any time the 

22 commissioner has reason to believe that it: 

23 (i) is in unsound financial condition; 

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

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

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

27 (b) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

28 producer. 

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

30 (a) "Capital", as used in the financial requirements of this section, means funds invested in for 
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1 stocks or other evidences of ownership. 

2 (bl "Surplus", as used in the financial requirements of this section, means funds over and above 

3 liabilities and capital of the insurer for the protection of policyholders." 

4 

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

6 "33-2-501. Assets allowed. In any determination of the financial condition of an insurer, there 

7 must be allowed as assets only assets that are owned by the insurer and that consist of: 

8 11) cash in the possession of the insurer or in transit under its control and including the true 

9 balance of any deposit in a solvent bank or trust company; 

1 O 12) investments, securities, properties, and loans acquired or held in accordance with this code and 

11 in connection therewith the following items: 

12 (a) interest due or accrued on any bond or evidence of indebtedness which is not in default and 

13 which is not valued on a basis including accrued interest; 

14 (b) declared and unpaid dividends on stock and shares unless the amount has otherwise been 

1 5 allowed as an asset; 

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

17 the loan; 

18 (d) interest due or accrued on deposits in solvent banks and trust companies and interest due or 

19 accrued on other assets, if the interest is in the judgment of the commissioner a collectible asset; 

20 (e) interest due or accrued on a mortgage loan in an amount not exceeding in any event the 

21 amount, if any, of the excess of the value of the property less delinquent taxes on the property over the 

22 unpaid principal. Interest accrued for a period in excess of 18 months may not be allowed as an asset. 

23 (fl rent due or accrued on real property if the rent is not in arrears for more than 3 months and rent 

24 more than 3 months in arrears if the payment of the rent is adequately secured by property held in the 

25 name of the tenant and conveyed to the insurer as collateral; 

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

27 (3) premium notes, policy loans, and other policy assets and liens on policies and certificates of 

28 life insurance and annuity contracts and accrued interest, in an amount not exceeding the legal reserve and 

29 other policy liabilities carried on each individual policy; 

30 (4) the net amount of uncollected and deferred premiums and annuity considerations in the case 
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of a life insurer; 

2 15) premiums in the course of collection, other than for life insurance, not more than 3 months past 

3 due, less commissions payable on the premiums. The limitation in this subsection does not apply to 

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

5 (6) installment premiums other than life insurance premiums to the extent of the unearned premium 

6 reserve carried on the policy to which premiums apply; 

7 (71 notes and like written obligations not past due, taken for premiums other than life insurance 

8 premiums, on policies permitted to be issued on that basis, to the extent of the unearned premium reserves 

9 carried on the policies; 

10 (81 the full amount of reinsurance recoverable by a ceding insurer from a solvent reinsurer and 

11 which reinsurance is authorized under chapter 2, part 12; 

12 (9) amounts receivable by an assuming insurer representing funds withheld by a solvent ceding 

13 insurer under a reinsurance treaty; 

14 ( 10) deposits or equities recoverable from underwriting associations, syndicates, and reinsurance 

15 funds or from any suspended banking institution, to the extent considered by the commissioner available 

16 for the payment of losses and claims and at values to be determined by the commissioner; 

17 ( 11) electronic data processing equipment if the cost of the equipment is at least $100,000, whieh 

18 eost Fflust BO amortized in full over a period of not to exceed +O _!! calendar years. However, with FO§aFel 

19 to life iAsurers, the OE1Ui'3FAeAt Fflust ea alloweel as aA asset if the eost ef the equi'3FfleAt is at least $26,000, 

20 whieh eost Fflust BO afflertizeel iA full 0Y0F a '3erieel ef Aet te eiceeeel 6 ealeAelar years, aAel the amount of 

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

22 112) all assets, whether or not consistent with the provisions of this section, as may be allowed 

23 pursuant to the annual statement form approved by the commissioner for the kinds of insurance to be 

24 reported upon in the annual statement; 

25 113) other assets, not inconsistent with the provisions of this section, considered by the 

26 commissioner to be available for the payment of losses and claims, at values to be dete.rmined by the 

2 7 commissioner." 

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

28 

29 

30 "33-2-521. Standard valuation of reserve liabilities law -- life insurance. (1) The commissioner 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

shall annually value or cause to be valued the reserve liabilities ll=lereiRafter ealles 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 ~ 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 ~ reserves. In calculating ~ the reserves, M the commissioner may use group methods and 

approximate averages for fractions of a year or otherwise. In tl=le ease et an alien iRs1,uer, suel=l valuatioR 

sl=lall Ile limitos to its insuraRee transaetieRs in tl=le Unites States. 

12) Fer tl=le purpose of makin!J suel=l Yaluatien, tl=le eommissioRer may empley a eempeteRt aetuarv 

,,..,1=10 sl=lall Ile pai£l lly tl=le insurer for wl=liel=l tl=le serviee is ren£lere£l; llut a £lomestie insurer mav make suel=l 

valuatioR aRs it may Ile reeei¥ea lly tl=le eommissiener upan satisfaetary praaf ef its aerreetRess. In lieu of 

the valuation of the reserves Hereifl 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 ~ the valuation complies with the minimum standard Hereifl provided in this 

section and if the official of ~ the other state or jurisdiction accepts as sufficient and valid for all legal 

purposes the certificate of valuation of the commissioner when ~ 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. 

13) Any insurer wl=liel=l at any time sl=lall l=la•re that has adopted any standard of valuation producing 

greater aggregate reserves than those calculated according to the minimum standard~ provided in this 

section may, with the approval of the commissioner, adopt any lower standard of valuation but not lower 

than the minimum l=lerein pre·~iaa£l 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) may not be considered to be the adoption of a higher standard of valuation. 

(41 (al 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 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. 

(bl Each life insurer, except as exempted by or pursuant to regulation, shall also annually include 
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1 

2 
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4 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 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. 

le) 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 opinion 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. 

(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 exoense of the insurer to review 

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

commissioner. 

liii) The opinion must be submitted with the annual statement reflecting the valuation of the reserve 

liabilities tor each year ending on or after December 31, rn 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 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 opinion 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 
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to any person, other than the insurer and the commissioner, for any act, error, omission, decision, or 

2 conduct with respect to the actuary's opinion. 

3 (viii) Disciplinary action by the commissioner against the insurer or the qualified actuary must be 

4 defined in rules by the commissioner. 

5 (ix) Any memorandum in support of the opinion and any other material provided by the insurer to 

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

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

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

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

10 commissioner: 

11 (Al with the written consent of the insurer; or 

12 (Bl to the American academy of actuaries upon request stating that the memorandum or other 

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

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

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

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

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

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

19 American academy of actuaries who meets the requirements set forth in the academy's rules." 

20 

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

22 "33-2-523. Contracts on or after the operative date of 33-20-213 -- valuation. (1) This section 

23 shall a1313ly applies to only those policies and contracts issued on or after the operative date of 33-20-213, 

24 except as otherwise provided in 33-2-524 for group annuity and pure endowment contracts issued prior 

25 to that date. 

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

27 standard for the valuation of all Sl:leff the policies and contracts issued prior to October 1, 1995, ~ must 

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

29 33-2-524, 33-2-525, and [section 76(2)), the minimum standard for the valuation of all policies and 

30 contracts must be the commissioner's reserve valuation methods defined in 33-2-525L ilftEI 32-2-526(3h 
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and (4), and [section 761. 5% interest for group annuity and pure endowment contracts, and 3 1 /2% 

2 interest for all other St/eR policies and contracts or, in the case of life insurance policies and contracts other 

3 than annuity and pure endowment contracts issued on or after March 17, 1973, 4% interest for St/eR fill 

4 other policies issued prior to July 1, 1979, 5 1 /2% interest for single-premium life insurance policies, and 

5 4 1 /2% interest for St/eR ALL OTHER policies issued on or after July 1, 1979, and the following tables: 

6 (a) for all ordinary policies of life insurance issued on the standard basis, excluding any disability 

7 and accidental death benefits in St/eR the policies,~ 

8 ill the commissioner's 1941 standard ordinary mortality table+ 

9 i# for St1eR policies issued prior to the operative date of 33-20-206, as amended, and the 

10 commissioner's 1958 standard ordinary mortality table for StleR policies issued on or after that operative 

11 date but prior.to January 1, 1989, except that for any category of St/eR the policies issued on female risks, 

12 modified net premiums and present values, referred to in 33-2-525 and 33-2-526, may be calculated, at 

13 the option of the insurer, with the approval of the commissioner, according to an age younger than the 

14 actual age of the insured; or 

15 (ii) for St/eR policies issued on or after January 1, 1989: 

16 (A) the commissioner's 1980 standard ordinary mortality table; 

17 (B) at the election of the company for any one or more specified plans of life insurance, the 

18 commissioner's 1980 standard ordinary mortality table with 10-year select mortality factors; or 

19 (C) any ordinary mortality table adopted after 1980 by the national association of insurance 

20 commissioners that is approved by the commissioner by rule for use in determining the minimum standard 

21 of valuation for StleR policies; 

22 (b) for all industrial life insurance policies issued on the standard basis, excluding any disability and 

23 accidental death benefits in StleR the policies, the 1941 standard industrial mortality table for StleR policies 

24 issued prior to the operative date of 33-20-207, as amended, andL for St/eR policies issued on or after that 

25 operative date, the commissioner's 1961 standard industrial mortality table or any industrial mortality table 

26 adopted after 1980 by the national association of insurance commissioners that is approved by the 

27 commissioner by rule for use in determining the minimum standard of valuation for St1eR the policies; 

28 (c) for individual annuity and pure endowment contracts, excluding any disability and accidental 

29 death benefits in St/eR the policies, the 1937 standard annuity mortality table or, at the option of the 

30 insurer, the annuity mortality table for 1949, ultimate, or any modification of either of these tables approved 
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by the commissioner; 

2 (d) for group annuity and pure endowment contracts, excluding any disability and accidental death 

3 benefits in ffiJ-6fl the policies, the group annuity mortality table for 1951, any modification of ffiJ-6fl the table 

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

5 specified for individual annuity and pure endowment contracts; 

6 (e) (i) for total and permanent disability benefits in or supplementary to ordinary policies or 

7 contracts: 

8 (Al for policies or contracts issued on or after January 1, 1966, the tables of period 2 disablement 

9 rates and the 1930 to 1950 termination rates of the 1952 disability study of the society of actuaries, with 

1 O due regard to the type of benefit, or any tables of disablement rates and termination rates adopted after 

11 1980 by the national association of insurance commissioners that are approved by the commissioner by 

12 rule for use i,· atermining the minimum standard of valuation for ffiJ-6fl the policies; 

13 (Bl for policies or contracts issued on or after January 1, 1961, and prior to January 1, 1966, 

14 either ffiJ-6fl the tables or, at the option of the insurer, the class 3 disability table ( 1926); and 

15 (Cl for policies issued prior to January 1, 1961, the class 3 disability table ( 1926); 

16 (ii) any ffiJ-6fl table Sflail must, for active lives, be combined with a mortality table permitted for 

17 calculating the reserves for life insurance policies; 

18 (fl (i) for accidental death benefits in or supplementary to policies: 

19 (A) for policies issued on or after January 1, 1966, the 1959 accidental death benefits table or any 

20 accidental death benefits table adopted after 1980 by the national association of insurance commissioners 

21 that is approved by the commissioner by rule for use in determining the minimum standard of valuation for 

22 ffiJ-6fl the policies; 

23 (Bl for policies issued on or after January 1, 1961, and prior to January 1, 1966, either such table 

24 or, at the option of the insurer, the intercompany double indemnity mortality table; and 

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

26 (ii) either table Sflail must be combined with a mortality table permitted for calculating the reserves 

27 for life insurance policies; 

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

29 benefits, ffiJ-6fl the tables as may be approved by the commissioner." 

30 
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Section 15. Section 33-2-525, MCA, is amended to read: 

2 "33-2-525. Commissioner's reserve valuation method. ( 1) Except as otherwise provided in 

3 subsection (4) of this section, aRa 33-2-526(3) and (4), and [section 76(2)), reserves according to the 

4 commissioner's reserve valuation method, for the life insurance and endowment. benefits of policies 

5 providing for a uniform amount of insurance and requiring the payment of uniform premiums, SRal! must 

6 be the excess, if any, of the present value, at the date of valuation, of Stl6fl future guaranteed benents 

7 provided for by Stl6fl the policies, over the then present value of any future modified net premiums tt:1erefor. 

8 The modified net premiums for any Stl6fl policy SRal! must be Stl6fl the uniform percentage of the respective 

9 contract premiums for Stl6fl the benefits that the present value, at the date of issue of the policy, of all Stl6fl 

10 modified net premiums sl=lall must be equal to the sum of the then present value of Stl6fl the benefits 

11 provided for by the policy and the excess of (al over (b), as follows: 

12 (a) a net level annual premium equal to the present value, at the date of issue, of Stl6fl benefits 

13 provided for after the first policy year, divided by the present value, at the date of issue of an annuity of 

14 one per annum payable on the first and each subsequent anniversary of Si:leR the policy on which a 

15 premium falls due+~ ,:iroYieleel, t::ioweYer However, tt::lat sueR the net level annual premium SRal! may not 

16 exceed the net level annual premium on the 19-year premium whole life plan for insurance of the same 

17 amount at an age 1 year higher than the age at issue of Stl6fl the policy; 

18 (b) a net 1-year term premium for Si:leR benefits provided for in the first policy year. 

19 12) (a) For eYef'f each life insurance policy issued on or after January 1, 1987, for which the 

20 contract premium in the first policy year exceeds that of the second year, for which fIB 2 comparable 

21 additional benefit is not provided in the first year for S\ffij,\ the excess, and that provides an endowment 

22 benefit, a cash surrender value, or a combination of both in an amount greater than Stl6fl the excess 

23 premium, the reserve according to the commissioner's reserve valuation method, as of any policy 

24 anniversary occurring on or before the assumed ending date as the first policy anniversary on which the 

25 sum of any endowment benefit and any cash surrender value then available is greater than Stlffi the excess 

26 premium, is, except as otherwise provided in 33-2-526, the greater of the reserve as of Stlffi the policy 

27 anniversary calculated as described in subsection ( 1) or the reserve as of Si:leR the policy anniversary 

28 calculated as described in subsection (1) with the following exceptions: 

29 (i) the value defined in subsection (1 )(a) is reduced by 15% of the amount of Stl6fl the excess 

30 first-year premium; 
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(ii) all present values of benefits and premiums are determined without reference to premiums or 

2 benefits provided for in the policy after the assumed ending date; 

3 (iii) the policy is assumed to mature on 5Hffl the assumed ending date as an endowment; and 

4 (iv) the cash surrender value provided on 5Hffl the assumed ending date is considered an 

5 endowment benefit. 

6 (b) In making the comparisons in subsection (2)(a), the mortality and interest bases stated in 

7 33-2-523 and 33-2-527 must be used. 

8 (3) Reserves according to the commissioner's reserve valuation method for the following Sflall must 

9 be calculated by a method consistent with the principles of this section, except that any extra premiums 

1 O charged because of impairments or special hazards Sflall must be disregarded in the determination of 

11 modified net premiums: 

12 (a) life insurance policies providing for a varying amount of insurance or requiring the payment of 

13 varying premiums; 

14 (b) group annuity and pure endowment contracts purchased under a retirement plan or plan of 

15 deferred compensation, established or maintained by an employer, fincluding a partnership or sole 

16 proprietorshipj,, or by an employee organization, or by both, other than a plan providing individual retirement 

17 accounts or individual retirement annuities under section 408 of the Internal Revenue Code, as Row or 

18 hereafter amended; 

19 (cl disability and accidental death benefits in all policies and contracts; and 

20 (di all other benefits, except life insurance and endowment benefits in life insurance policies and 

21 benefits provided by all other annuity and pure endowment contracts. 

22 (4) (a) Subsection (4)(b) applies to any annuity and pure endowment contracts other than group 

23 annuity and pure endowment contracts purchased under a retirement plan or plan of deferred compensation 

24 established or maintained by an employer, fincluding a partnership or sole proprietorship}, or by an 

25 employee organization, or by both, other than a plan providing individual retirement accounts or individual 

26 retirement annuities under section 408 of the Internal Revenue Code, as Row or hereafter amended. 

27 (b) Reserves according to the commissioner's annuity reserve method for benefits under annuity 

28 or pure endowment contracts, excluding any disability and accidental death benefits in 5Hffl the contracts, 

29 Sflall must be the greatest of the respective excesses of the present values, at the date of valuation, of the 

30 future guaranteed benefits, including guaranteed nonforfeiture benefits, provided for by 5Hffl 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 

2 valuation considerations derived from future gross considerations required by the terms of StHffi the contract 

3 that become payable prior to the end of StHffi the respective contract year. The future guaranteed benefits 

4 Sf\aU must be determined by using the mortality table, if any, and the interest rate or rates specified in~ 

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

6 respective gross considerations applied under the terms of StHffi the contracts to determine nonforfeiture 

7 values." 

8 

9 Section 16. Section 33-2-526, MCA, is amended to read: 

10 "33-2-526. Limits -- options -- minimum reserves. 11) IA AO eveAt shall aA An insurer's aggregate 

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

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

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

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

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

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

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

18 1995. Reserves for any category of policies, contracts, or benefits as established by the commissioner" 

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

20 standards which produce greater aggregate reserves for StHffi 2 category than those calculated according 

21 to the minimum standard 1'lefeif\ provided in this section, but the rate or rates of interest used for policies 

22 and contracts, other than annuity and pure endowment contracts, Sf\aU may not be higher than the 

23 corresponding rate or rates of interest used in calculating any nonforfeiture benefits provided for therein 

24 a category. 

25 (3) If in any contract year the gross premium charged by any life insurer on any policy or contract 

26 is less than the valuation net premium for the policy or contract calculated by the method used in 

27 calculating the reserve thereeA on the policy or contract but using the minimum valuation standards of 

28 mortality and rate of interest, the minimum reserve required for StHffi the policy or contract Sf\aU must be 

29 the greater of either the reserve calculated according to the mortality table, rate of interest, and method 

30 actually used for StHffi the policy or contract or the reserve calculated by the method actually used for~ 
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the policy or contract but using the minimum standards of mortality and rate of interest and replacing the 

2 valuation net premium by the actual gross premium in each contract year for which the valuation net 

3 premium exceeds the actual gross premium. The minimum valuation standards of mortality and rate of 

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

5 (4) For every life insurance policy issued after December 30, 1986, for which the gross premium 

6 in the first policy year exceeds that of the second year, for which Re 2 comparable additional benefit is not 

7 provided in the first year for SH€R an excess, and that provides an endowment benefit, a cash surrender 

8 value, or a combination of both in an amount greater than SH€R the excess premium, subsections (1) 

9 through (3) of this section must be applied as if the method actually used in calculating the reserve for SH€R 

1 O the policy were the method described in 33-2-525(1 ). The minimum reserve at each policy anniversary of 

11 ~ the policy must be the greater of the minimum reserve calculated in accordance with 33-2-525 and 

12 the minimum reserve calculated in accordance with this section." 

13 

14 Section 17. Section 33-2-528, MCA, is amended to read: 

1 5 "33-2-528. Interest rate weighting factor. ( 1) The weighting factors referred to in the formulas 

16 stated in 33-2-527 are as follows: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

(al (il for life insurance: 

Guarantee Duration in Years 

10 or less 

More than 10 but not more than 20 

More than 20 

Weighting 

Factors 

.50 

.45 

.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 sueseetien (2) subsections (1 l(c)(i) through (1 )(c)(iiil and 

~na Legislative councll 
- 22 - HB 556 



54th Legislature HBO556.O2 

1 the ty130 of 13laR rules and definitions established in established in sutiseetioR subsections 12), (3), and 14): 

2 (il for annuities and guaranteed interest contracts valued on an issue year basis: 

3 Guarantee Duration in Years 

4 

5 

6 

7 

8 

9 

10 

5 or less 

More than 5 but not more than 10 

More than 10 but not more than 20 

More than 20 

11 (ii) 

12 for annuities and guaranteed interest contracts valued on a 

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

14 

15 

16 

increased by: 

(iii) 

1 7 for annuities and guaranteed interest contracts valued on 

18 an issue year basis, tother than those with Re without cash 

19 settlement options}, that do not guarantee interest on 

20 considerations received more than 1 year after issue or purchase 

21 and for annuities and guaranteed interest contracts valued on a 

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

23 considerations received more than 12 months beyond the valuation 

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

25 subsection ( 1 )(c)(ii) increased by: 

Weighting Factor 

for Plan Type 

A B 

.80 .60 

.75 .60 

.65 .50 

.45 .35 

Plan Type 

A 8 

.15 .25 

A 

Plan Type 

B 

.05 .05 

C 

.50 

.50 

.45 

.35 

C 

.05 

C 

.05 

26 (2) For other annuities with cash settlement options and guaranteed interest contracts with cash 

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

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

29 guarantee duration in excess of 20 years. For other annuities with Ro without cash settlement options and 

30 for guaranteed interest contracts with 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 

2 commence. 

3 (3) Plan types used in subsection (1 )(c) are: 

4 (a) Plan Type A--No withdrawal is permitted or at any time policyholder may withdraw funds only: 

5 (i) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds 

6 by the insurance company; 

7 (ii) without 5tielt an adjustment but in installments over 5 years or more; or 

8 (iii) as an immediate life annuity. 

9 (b) Plan Type 8--(i) Before expiration of the interest rate guarantee, no withdrawal is permitted or 

1 0 a policyholder may withdraw funds only: 

11 (A) with an adjustment to reflect changes in interest rates or asset values since receipt of the funds 

12 by the insurance company; 

13 (B) without 5tielt an adjustment but in installments over 5 years or more. 

14 (ii) At the end of the interest rate guarantee, funds may be withdrawn without 5tielt an adjustment 

15 in a single sum or installments over less than 5 years. 

16 (c) Plan Type C--A policyholder may withdraw funds before expiration of the interest rate guarantee 

17 in a single sum or installments over less than 5 years either: 

18 (i) without adjustment to reflect changes in interest rates or asset values since receipt of the funds 

19 by the insurance company; or 

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

21 (4) (al An insurer may elect to value guaranteed interest contracts with cash settlement options 

22 and annuities with cash settlement options on either an issue year basis or on a change-in-fund basis. 

23 Guaranteed interest contracts witi'l Ae without cash settlement options and other annuities ,,.,itR Ae without 

24 _cash settlement options must be valued on an issue year basis. 

25 (bl As used in subsection (4): 

26 (i) issue year basis of valuation is a valuation basis under which the interest rate used to determine 

27 the minimum valuation standard for the entire duration of the annuity or guaranteed interest contract is the 

28 calendar year valuation interest rate for the year of issue or year of purchase of the annuity or guaranteed 

29 interest contract; and 

30 (ii) 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 

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

3 fund." 

4 

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

6 "33-2-529. Reference interest rate. (1) The reference interest rate referred to in the formulas in 

7 33-2-527 is: 

8 (a) for all life insurance, the lesser of the average over a period of 36 months and the average over 

9 a period of 12 months, ending on June 30 of the calendar year next preceding the year of issue, of 

10 Moody's eer13erate eena yiela a•,erage monthly average eer13erntes composite yield on seasoned corporate 

11 bonds; 

12 (b) for single-premium immediate annuities and for anr ry benefits involving life contingencies 

13 arising from other annuities with cash settlement options and guaranteed interest contracts with cash 

14 settlement options, the average over a period of 12 months, ending on June 30 of the calendar year of 

15 issue or purchase, of Moody'i: eer13erate eena yiola avora!Je monthly average eer13erates composite yield 

16 on seasoned corporate bonds; 

17 (c) for other annuities with cash settlement options and guaranteed interest contracts with cash 

18 settlement options valued on a y·ear-of-issue basis, except as stated in subsection ( 1 )(b), with guarantee 

19 duration in excess of 10 years, the lesser of the average over a period of 36 months and the average over 

20 a period of 12 months, ending on June 30 of the calendar year of issue or purchase, of Moody's oor13orate 

21 bond '(ield average monthly average eorporates composite yield on seasoned corporate bonds; 

22 (d) for other annuities with cash settlement options and guaranteed interest contracts with cash 

23 settlement options valued on a year-of-issue basis, except as stated in subsection ( 1 )(bl, with guarantee 

24 duration of 10 years or less, the average over a period of 12 months, ending on June 30 of the calendar 

25 year of issue or purchase, of Moody's eer130rate eena ·riela average monthly average eer130rates 

26 composite yield on seasoned corporate bonds; 

27 (e) for other annuities witl:i no without cash settlement options and for guaranteed interest 

28 contracts wiH1 ne without cash settlement options, the average over a period of 1 2 months, ending on June 

29 30 of the calendar year of issue or purchase, of Moody's 00r13erate eena yiela average monthly average 

30 s0r130ratos composite yield on seasoned corporate bonds; or 
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(f) for other annuities with cash settlement options and guaranteed interest contracts with cash 

2 settlement options valued on a change-in-fund basis, except as stated in subsection ( 1 )(b), the average over 

3 a period of 1 2 months, ending on June 30 of the calendar year of the change in the fund, of Moody's 

4 eor13orato sens yiels a11erago monthly average eer13orates composite yield on seasoned corporate bonds. 

5 12) If Moody's eer13orate Bens yiels a11erage monthly average eor13orates composite yield on 

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

7 association of insurance commissioners determines that Moody's eer13erate Bens yiels a..,erage monthly 

8 average ser13orates composite yield on seasoned corporate bonds. as published by Moody's investors 

9 service, inc., is no longer appropriate for the determination of the reference interest rate, then an alternative 

10 method for determination of the reference interest rate adopted by the national association of insurance 

1 1 commissioners and approved by rule promulgated by the commissioner may be substituted." 

12 

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

14 "33-2-531. Deposit of reserves -- domestic life insurers. (1) Domestic life insurers shall deposit 

15 and maintain on deposit, in securities and assets, with depositaries and subject to conditions as provided 

16 for in part 6 of this chapter, an amount not less than the reserves on its outstanding life insurance policies 

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

18 ( 2) Annually on or before April 1, the insurer shall se deposit any additional 6t,jiffi securities or 

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

20 during the calendar year next preceding, as determined from the insurer's annual statement as at December 

21 31 of 6t,/6H the preceding year. 

22 (3) A domestic stock life insurer may credit toward 6t,jiffi the deposit the amount of any other 

23 deposit of the insurer held under part 6 of this chapter for the protection of its policyholders or of its 

24 policyholders and creditors. 

25 (4) Deposits of the reserves of a domestic life insurer under this section SRalJ must consist of 

26 securities and assets acquired and valued in accordance with parts 5 and 8 of this chapter. 

27 (5) Real estate mortgage loans, and chattel mortgage loans, ans 13olie~· loans may be made a part 

28 of the deposit by filing a verified statement of the loans with the commissioner, whieh statement shall Bee 

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

30 deposited with the commissioner SRalJ must be accompanied by transfer powers in due form. If the insurer 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 sttefl the real estate, in a form acceptable to the commissioner, 

~ 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 sttefl the 

default continues for a period of 120 days, the commissioner may declare sttefl 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 13reeeEliA§. 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 commissioners. 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 quarter 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. 

f-2+ill The statement of an alien insurer must relate only to its transactions and affairs in the United 
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1 States unless the commissioner requires otherwise. If the commissioner requires a statement as to an alien 

2 insurer's affairs throughout the world, the insurer shall file the statement with the commissioner as soon 

3 as reasonably possible. The statement must be verified by the insurer's United States manager or other 

4 authorized officer. 

5 ~ill The commissioner may refuse to accept the fee for continuance of the insurer's certificate 

6 of authority, as provided in 33-2-117, or may suspend or revoke the certificate of authority of any insurer 

7 failing to file its annual statement when due or within an extension of time that the commissioner may 

8 grant. 

9 {4}.[fil Any director, officer or insurance producer, or employee of any company who subscribes 

1 O to, makes, or concurs in making or publishing any annual statement or any other statement required by law 

11 knowing that the same to eontain statement contains any material statement which is false shall be 

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

13 f-sl-1.fil At time of filing, the insurer shall pay to the commissioner the fee for filing its statement as 

14 prescribed in 33-2-708. 

15 tel-ill The commissioner may impose a fine not to exceed $100 a day for each day after March 

16 that an insurer fails to file the annual statement referred to in subsection (1 ). The fine may not exceed 

17 amaximumof$1,000." 

18 

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

20 "33-2-705. Report on premiums and other consideration -- tax. ( 1) Each authorized insurer and 

21 each formerly authorized insurer with respect to premiums received while an authorized insurer in this state 

22 shall file with the commissioner, on or before March 1 each year, a report in a form prescribed by the 

23 commissioner showing total direct premium income, including policy, membership, and other fees, 

24 premiums paid by application of dividends, refunds, savings, savings coupons, and similar returns or credits 

25 to payment of premiums for new or additional or extended or renewed insurance, charges for payment of 

26 premium in installments, and all other consideration for insurance from all kinds and classes of insurance, 

27 whether designated as a premium or otherwise, received by a life insurer or written by an insurer other t.han 

28 a life insurer during the preceding calendar year on account of policies covering property, subjects, or risks 

29 located, resident, or to be performed in Montana, with proper proportionate allocation of premium as to 

30 property, subjects, or risks in Montana insured under policies or contracts covering property, subjects, or 
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risks located or resident in more than one state, after deducting from the total direct premium income 

2 applicable cancellations, returned premiums, the unabsorbed portion of any deposit premium, the amount 

3 of reduction in or refund of premiums allowed to industrial life policyholders for payment of premiums direct 

4 to an office of the insurer, all policy dividends, refunds, savings, savings coupons, and other similar returns 

5 paid or credited to policyholders with respect to the policies. As to title insurance, "premium" includes the 

6 total charge for the insurance. A deduction may not be made of the cash surrender values of policies. 

7 Considerations received on annuity contracts may not be included in total direct premium income and are 

8 not subject to tax. 

9 (2) Coincident with the filing of the tax report referred to in subsection (1 ), each insurer shall pay 

10 to the commissioner a tax upon the net premiums computed at the rate of 2 3/4%. 

11 (3) That portion of the tax paid under this section by an insurer on account of premiums received 

12 for fire insurance must be separately specified in the report as required by the c,mmissioner, for 

13 apportionment as provided by law. When insurance against fire is included with insurance of property 

14 against other perils at an undivided premium, the insurer shall make a reasonable allocation from the entire 

15 premium to the fire portion of the coverage as must be stated in the report and as may be approved or 

16 accepted by the commissioner. 

17 (4) With respect to authorized insurers, the premium tax provided by this section must be payment 

18 in full and in lieu of all other demands for any and all state, county, city, district, municipal, and school 

19 taxes, licenses, fees, and excises of whatever kind or character, excepting only those prescribed by this 

20 code, taxes on real and tangible personal property located in this state, and taxes payable under 50-3-109. 

21 (5) The commissioner may suspend or revoke the certificate of authority of any insurer wrnoo that 

22 fails to pay its taxes as required under this section. 

23 (6) In addition to the penalty provided for in subsection (5), the commissioner may impose upon 

24 an insurer who fails to pay the tax required under this section a fine of $100 plus interest on the delinquent 

25 amount at the annual interest rate estaelisl'lea in 31 1 107 of 12%. 

26 17) The commissioner may by rule provide a quarterly schedule for payment of portions of the 

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

28 

29 

30 

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 iA aa•,•aAoe and the persons served shall pay to the commissioner the following fees: 

2 la) certificates of authority: 

3 Ii) for filing applications for original certificates of authority, articles of incorporationL fexcept 

4 original articles of incorporation of domestic ins,·rers as provided in subsection (1 )(bHL and other charter 

5 documents, bylaws, financial statement, examination report, power of attorney to the commissioner, and 

6 all other documents and filings required in connection with the application and for issuance of an original 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

certificate of authority, if issued: 

(A) domestic insurers 

(B) foreign insurers .. 

(ii) annual continuation of certificate of authority .. 

(iii) reinstatement of certificate of authority 

(iv) amendment of certificate of authority 

(b) articles of incorporation: 

. . . . . $ 600.00 

600.00 

600.00 

25.00 

50.00 

(i) filing original articles of incorporation of a domestic insurer, exclusive of fees required to be paid 

by the corporation to the secretary of state .................................. . 20.00 

(ii) filing amendment of articles of incorporation, domestic and foreign insurers, exclusive of fees 

required to be paid to the secretary of state by a domestic corporation .. 

(c) filing bylaws or amendment to bylaws when required ..... . 

25.00 

10.00 

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

authority 

(e) insurance producer's license: 

(i) application for original license, including issuance of license, if issued 

(ii) appointment of insurance producer, each insurer, electronically filed 

(iii) appointment of insurance producer, each insurer, nonelectronically filed 

(iv) temporary license ..................................... . 

25.00 

15.00 

10.00 

15.00 

15.00 

(v) amendment of licenseL fexcluding additions to license}, or reissuance of master license 15.00 

(vi) termination of insurance producer, each insurer, electronically filed 

(vii) termination of insurance producer, each insurer, nonelectronically filed 

If) nonresident insurance producer's license: 

(i) application for original license, including issuance of license, if issued 
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(ii) appointment of insurance producer, each insurer, electronically filed 

(iii) appointment of insurance producer, each insurer, nonelectronically filed 

(iv) annual renewal of license 

HB0556.02 

10.00 

15.00 

10.00 

2 

3 

4 

5 

6 

7 

8 

9 

(vi amendment of licenseL +excluding additions to license}, or reissuance of master license 15.00 

(vi) termination of insurance producer, each insurer, electronically filed 

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

10.00 

15.00 

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

10 

11 

12 

13 

14 

15 

16 

17 

18 

examination 

(hi surplus lines insurance producer license: 

(i) application for original license and for issuance of license, if issued 

(ii) annual renewal of license 

(i) adjuster's license: 

(i) application for original license and for issuance of license, if issued 

(ii) annual renewal of license 

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

(kl motor club representative's license: 

(il application for original license and issuance of license, if issued 

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

15.00 

50.00 

50.00 

15.00 

15.00 

10.00 

15.00 

15.00 

19 Will commissioner's certificate under sealL +except when on certificates of authority or 

20 licenses} . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.00 

21 

22 

23 

~H.!D.l copies of documents on file in the commissioner's office, per page 

fm+l.!J.l policy forms: 

(ii filing each policy form 

.50 

25.00 

24 (ii) filing each application, certificate, enrollment form, rider, endorsement, amendment, insert page, 

25 schedule of rates, and clarification of risks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.00 

26 (iii) maximum charge if policy and all forms submitted at one time or resubmitted for approval within 

27 180 days, provided that all additional forms relate to the same policy . . . . . . . . . . . . . . . . . 100.00 

28 WiQl applications for approval of prelicensing education courses: 

29 

30 

(i) reviewing initial application 

(ii) periodic review 
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(2) The commissioner shall establish by rule fees commensurate with costs for filing documents 

2 and conducting the course reviews required by 33-17-1204 and 33-1 7-1205. 

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

4 domestic and foreign insurer when it submits a fee for annual continuation of its certificate of authority. 

5 (4)(a) Except as provided in subsection (4)(b), the commissioner shall promptly deposit with the 

6 state treasurer to the credit of the general fund sf tRis state all fines and penalties, those amounts received 

7 pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees and examination and miscellaneous charges 

B that are collected by the commissioner pursuant to Title 33 and the rules adopted under Title 33, except 

9 that all fees for filing documents and conducting the course reviews required by 33-17-1204 and 

10 33-17-1205 must be deposited in the state special revenue fund pursuant to 33-17-1207. 

11 (b) The accreditation fee required by subsection (3) must be turned over promptly to the state 

12 treasurer who shall deposit the money in the state special revenue fund to the credit of the commissioner's 

13 office. The accreditation fee funds must be used only to pay the expenses of the commissioner's office in 

14 discharging the administrative and regulatory duties that are required to meet the minimum financial 

15 regulatory standards established by the national association of insurance commissioners, subject to the 

16 applicable laws relating to the appropriation of state funds and to the deposit and expenditure of money. 

17 The commissioner is responsible for the proper expenditure of the accreditation money. 

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

19 amounts in excess of $10 will be refunded." 

20 

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

22 "33-2-803. General qualifications of investments. (1) Ne A security or investment, other than real 

23 and personal property acquired under 33-2-832, sRall ee is not eligible for acquisition unless it is interest 

24 bearing or interest accruing or dividend or income paying, if not then in default in any respect, and the 

25 insurer is entitled to receive for its exclusive account and benefit the interest or income accruing tReFoon 

26 on the security or investment. However. up to 3% of a company's total assets may be invested in 

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

28 (2) Ne A security or investment sRall eo is not eligible for purchase at a price above its market 

29 value. 

30 (3) Ne A provision of this part sflaH 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 

2 lawful and bona fide agreement of bulk reinsurance, merger, or consolidation. Any investment se acquired 

3 ~ that is not otherwise eligible under this part &Rall must be disposed of pursuant to 33-2-842 if 

4 personal property or securities or pursuant to 33-2-841 if real property." 

5 

6 Section 24. Section 33-2-806, MCA, is amended to read: 

7 "33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets 

8 categories of investments only within applicable limits as follows: 

9 11) An insurer &Rall may not, except with the consent of the commissioner, have at any one time 

10 any combination of investments in or loans upon the security of the obligations, property, or securities of 

11 any one person or insurer aggregating an amount exceeding 5% of the insurer's assets. This restriction &Rall 

1 2 does not apply as to general obligations of the United States of America or of any state or include policy 

13 loans made under 33-2-825. 

14 (2) An insurer &Rall may not invest in or hold at any one time more than 10% of the outstanding 

1 5 voting stock of any corporation, except with the consent of the commissioner given with respect to voting 

16 rights of preference stock during default of dividends. This provision does not apply as to stock of a 

1 7 wholly-owned subsidiary of the insurer or to controlling stock of an insurer acquired under 33-2-821. 

18 (3) An insurer, other than title insurer, shall invest and maintain invested funds not less in amount 

19 than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like 

20 kinds of insurance, only in cash and the securities provided for under the following sections: 33-2-811 I 1), 

21 33-2-812, and 33-2-830. 

22 (4) A life insurer shall also invest and keep invested its funds in an amount not less than the 

23 reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in 

24 cash. aRdfOF tl=lo in securities, in both cash and securities, or in investments provided for under 33-2-531. 

25 (5) Except with the commissioner's consent, an insurer &Rall may not have invested at any one 

26 time more than 20% of its assets in the class of securities described in 33-2-818, exclusive of obligations 

27 of public utilities. 

28 (6) An insurer may not invest and have invested at any one time in aggregate amount Ret more 

29 than +0%- 15% of its assets in all stocks under 33-2-820 and 33-2-821. Determination of the amount 

30 ~ that an insurer has invested in common stocks for the purposes of this provision &Rall must be based 
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on the cost of &t:leR the stocks to the insurer. This provision &l=ta!t does not apply as to stock of a controlled 

2 or subsidiary insurance corporation or other corporations under 33-2-821 and 33-2-822. 

3 (7) Except with the commissioner's consent, an insurer may not have invested at any one time 

4 more than 5 % of its assets in securities allowed under 33-2-824. 

5 (8) Except with the commissioner's consent, an insurer &l=ta!t may not have invested at any one 

6 time more than 10% of its assets in the class of securities described in any one of the following sections: 

7 33-2-814, 33-2-819, and 33-2-823. 

8 (9) Limits as to investments in the category of real estate shall be as provided in 33-2-832. Other 

9 specific limits &l=ta!t apply as stated in the sections dealing with other respective kinds of investments." 

10 

11 Section 25. Section 33-2-820, MCA, is amended to read: 

12 "33-2-820. Common stocks. An insurer may invest in nonassessable common stocks, other than 

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

14 Canada or any state or province thereof if eash or stool( eli·,ideAels haYe beeA earned ;md 13aid on its 

15 eommon stoek in eaeh of the 6 fiseal ~•ears 13reoeding sueh aequisitioA aAd if, further, all 13rier obligations 

16 er 13referenoe steel( of such eor13oration, if aAy, are eligible for inYestment uAdor this 13art. If the issuiAg 

17 eor13oration has Rot beeA in legal eHisteAee for the whole of the 6 13reeeding fiscal years but 1Nas formes 

18 as a eenselisatien er Fflerger of two or more Businesses, the test of eligibilit)' for im·estment of its eommen 

19 steel( unelor this seetioA shall be Based u13on eonselisation 13ro torma statements of the 13reeleeesser er 

20 eenstituent institutions." 

21 

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

23 "33-2-1111. Registration of insurers -- requisites -- termination. ( 1) Evef.y An insurer whieh is 

24 authorized to do business in this state anel whiah that is a member of an insurance holding company system 

25 shall register with the commissioner, except that a foreign insurer subject to disclosure requirements and 

26 standards adopted by statute or regulation in the jurisdiction of its domicile Wflieft that are substantially 

2 7 similar to those contained in this section is not required to register. Any insurer '"''hieh is ::;ubject to 

28 registration under this section shall register within 1 5 days after it BeeoFfles becoming subject to 

29 registration, unless the commissioner for good cause ~ extends the time for registration, anel then 

30 within the e>(tenseel tiFfle. The commissioner may require any authorized insurer Wflieft that is a member 
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of a holding company system WRieR that is not subject to registration under this section to furnish a copy 

2 of the registration statement or other information filed by the insurance company with the insurance 

3 regulatory authority of ElofflieiliaF'f in the jurisdiction where the company is domiciled. 

4 (2) ~ An insurer subject to registration shall file with the commissioner, on or before April 30 

5 each year, a registration statement on a form provided by the commissioner, whish that must contain 

6 current information about: 

7 la) the capital structure, general financial condition, ownership, and management of the insurer and 

8 any person controlling the insurer; 

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

10 (c) tho followiA!l 0!JFeoFRents in foree, existing relationships sul:Jsistin!J, aAe transactions currently 

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

1 2 (i) loans, other investments, or purchases, sales, or exchanges of securities of the affiliates by the 

1 3 insurer or of the insurer by its affiliates; 

14 Iii) purchases, sales, or exchanges of assets; 

15 (iii) transactions not in the ordinary course of business; 

16 (iv) guaranties or undertakings for the benefit of an affiliate WRieR that result in an actual 

17 contingent exposure of the insurer's assets to liability, other than insurance contracts entered into in the 

18 ordinary course of the insurer's business; 

19 (v) ail management and service contracts and ail cost-sharing arrangements, other than east 

20 alloeation arran!J0fflonts l:Jasoa u13on !JORerally aaeo13toa aesountin!J 13rinei13les; 

21 (vi) reinsurance agreements covering all or substantially all of one or more lines of insurance of the 

22 ceding company; 

23 (vii) dividends and other distributions to shareholders; and 

24 (viii) consolidated tax allocation agreements; 

25 (d) af1Y §. pledge of the insurer's stock, including stock of a subsidiary or controlling affiliate for a 

26 loan made to a member of the insurance holding company system; 

27 (e) all matters concerning transactions between registered insurers and any affiliates as may be 

28 included from time to time in af1Y registration forms adopted or approved by the commissioner. 

29 (3) A registration statement must contain a summary outlining each item in the current registration 

30 statement that represents a change from the prior registration statement. 
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(41 Information need not be disclosed on the registration statement filed pursuant to subsection 

2 121 if the information is not material for the purposes of this section. Unless the commissioner by rule or 

3 order provides otherwise, sales, purchases, exchanges, loans or extensions of credit, or investments 

4 involving 1 /2 of 1 % or less of an insurer's admitted assets as of the prior December 31 next preeeElin§ are 

5 not material for purposes of this section. 

6 (5) A person within an insurance holding company system subject to registration shall provide 

7 complete and accurate information to an insurer if the information is reasonably necessary to enable the 

8 insurer to comply with Title 33, chapter 2, part 11. 

9 16) Each registered insurer shall keep current the information required to be disclosed in its 

10 registration statement by reporting all material changes or additions on amendment forms provided by the 

11 commissioner within 15 days after the end of the month in which it learns of each change or addition. 

12 (7) The commissioner shall terminate the registration of any insurer~ that demonstrates that 

13 it no longer is a member of an insurance holding company system. 

14 18) The commissioner may require or allow two or more affiliated insurers subject to registration 

15 under this section to file a consolidated registration statement or consolidated reports amending their 

16 consolidated registration statement or their individual registration statements. 

1 7 19) The commissioner may allow an insurer ~ that is authorized to do business in this state 

18 and~ that is part of an insurance holding company system to register on behalf of any affiliated insurer 

19 which is required to register under subsection ( 1) and to file all information and material required to be filed 

20 under this section." 

21 

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

23 "33-2-1201. Limit of risk. ( 1) An insurer may not retain any risk on any one subject of insurance, 

24 whether located or to be performed in this state or elsewhere, in an amount exceeding 10% of its surplus 

25 to policyholders. 

26 12) A "subject of insurance" for the purposes of this section, as to insurance against fire and 

27 hazards other than windstorm, earthquake, or other catastrophe hazards, includes all properties insured by 

28 the same insurer which are customarily considered by underwriters to be subject to loss or damage from 

29 the same fire or the same occurrence of the other hazard insured against. 

30 13) Reinsurance ceded as authorized 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 

2 cosurety and the value of any security deposited, pledged, or held subject to the surety's consent and for 

3 the surety's protection. 

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

5 insurer's United States branch. 

6 (5) "Surplus to policyholders" for the purposes of this section, in addition to the insurer's capital 

7 and surplus, is considered to include any voluntary reserves which are not required pursuant to law and 

8 are determined from the last sworn statement of the insurer on file with the commissioner or by the last 

9 report of examination of the insurer, whichever is the more recent at time of assumption of risk. 

10 (6) This section does not apply to life or disability insurance, title insurance, insurance of wet 

11 marine and transportation risks, workers' compensation insurance, employer's liability coverages, 

12 sprinlllered risl1s, or any policy or type of coverage as to which the maximum possible loss to the insurer 

13 is not readily ascertainable on issuance of the policy." 

14 

15 Section 28. Section 33-2-1216, MCA, is amended to read: 

16 "33-2-1216. Credit allowed domestic ceding insurer. (1) Credit for reinsurance is allowed to a 

17 domestic ceding insurer as either an asset or a deduction from liability on account of reinsurance ceded only 

18 when the reinsurer meets the requirements of subsection (2), (3), (4), (5), or (6). If the requirements of 

19 subsection (4) or 15) are met, the requirements of subsection (7) must also be met. 

20 12) Credit must be allowed when the reinsurance is ceded to an assuming insurer that is licensed 

21 to transact insurance or reinsurance in this state. 

22 (3) Credit must be allowed when the reinsurance is ceded to an assuming insurer that is accredited 

23 as a reinsurer in this state. Credit may not be allowed a domestic ceding insurer if the assuming insurer's 

24 accreditation has been revoked by the commissioner after notice and hearing. An accredited reinsurer is 

25 one that: 

26 (a) files with the commissioner evidence of its submission to this state's jurisdiction; 

27 (bl submits to this state's authority to examine its books and records; 

28 (c) is licensed to transact insurance or reinsurance in at least one state or, in the case of a United 

29 States branch of an alien assuming insurer, is entered through and licensed to transact insurance or 

30 reinsurance in at least one state; 
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Id) files annually with the commissioner a copy of its annual statement filed with the insurance 

2 department of its state of domicile and a copy of its most recent audited financial statement and either: 

3 Ii) maintains a surplus with regard to policyholders in an amount that is not less than $20 million 

4 and whose accreditation has not been denied by the commissioner within 90 days of its submission; or 

5 (ii) maintains a surplus with regard to policyholders in an amount less than $20 million and whose 

6 accreditation has been approved by the commissioner. 

7 (41 (al Subject to subsection (4)(b), credit must be allowed when: 

8 (ii the reinsurance is ceded to an assuming insurer that is domiciled and licensed in or, in the case 

9 of a United States branch of an alien assuming insurer, is entered through a state that employs standards 

1 0 regarding credit for reinsurance substantially similar to those applicable under this statute; and 

11 (ii) the assuming insurer or the United States branch of an alien assuming insurer: 

12 (A) maintains a surplus with regard to policyholders in an amount not less than $20 million; and 

13 (Bl submits to the authority of this state to examine its books and records. 

14 (b) The requirement of subsection (4)(a)(i) does not apply to reinsurance ceded and assumed 

15 pursuant to pooling arrangements among insurers in the same holding company system. 

16 (5) la) Credit must be allowed when the reinsurance is ceded to an assuming insurer that maintains 

17 a trust fund in a qualified United States financial institution for the payment of the valid claims of its United 

18 States policyholders and ceding insurers and their assigns and successors in interest. The assuming insurer 

19 shall report annually to the commissioner information substantially the same as that required to be reported 

20 on the NAIC annual statement form by licensed insurers to enable the commissioner to determine the 

21 sufficiency of the trust fund. 

22 (b) (i) In the case of a single assuming insurer, the trust must consist of a trusteed account 

23 representing the assuming insurer's liabilities attributable to business written in the United States, and in 

24 addition, the assuming insurer shall maintain a surplus with the trustee of not less than $20 million. 

25 (iii In the case of a groupL &f. including incorporated and individual unincorporated underwriters, 

26 the trust must consist of a trusteed account representing the group's liabilities attributable to business 

27 written in the United States, and in addition, the group shall maintain a surplus with the trustee of which 

28 $100 million must be held jointly for the benefit of United States ceding insurers of any member of the 

29 group. 

30 (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 the same level of solvency regulation 

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

3 the commissioner an annual certification of the solvency of each underwriter by the §roup's aoFRieiliary 

4 insurance regulator and the independent public accountants in the jurisdiction where the underwriter is 

5 domiciled aAa its iAaepeAaeAt publie aeoeuAtaAts. 

6 #i+tili'..l. In the case of a group of incorporated insurers under common administration: 

7 (A) the provisions of subsection l!il(bl(iiil(Bl (5)(b)(iv)(B) apply, to the group that: 

8 (I) complies with the reporting requirements contained in subsection (5)(a); 

9 (II) has continuously transacted an insurance business outside the United States for at least 3 years 

10 immediately prior to making application for accreditation; 

11 (111) submits to this state's authority to examine its books and records and bears the expense of the 

12 examination; and 

13 (IV) has aggregate policyholders' surplus of $10 billion; 

14 (B) (I) the trust must be in an amount equal to the group's several liabilities attributable to business 

15 ceded by United States ceding insurers to any member of the group pursuant to reinsurance contracts 

16 issued in the name of the group; 

17 (II) the group shall maintain a joint surplus with a trustee of which $100 million is held jointly for 

18 the benefit of United States ceding insurers of any member of the group as additional security for any 

19 liabilities; and 

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

21 the member's solvency by the A1BA1ber's deA1ieiliary re!Julator aAd its iAdependent ptc1blie aeeotc1ntant 

22 insurance regulator and the independent public accountants in the jurisdiction where the underwriter is 

23 domiciled. 

24 (c) The trust must be established in a form approved by the commissioner. The trust instrument 

25 must provide that contested claims are valid and enforceable upon the final order of any court of competent 

26 jurisdiction in the United States. The trust must vest legal title to its assets in the trustees of the trust for 

27 its United States policyholders and ceding insurers and their assigns and successors in interest. The trust 

28 and the assuming insurer are subject to examination as determined by the commissioner. The trust 

29 described in this subsection (c) must remain in effect for as long as the assuming insurer has outstanding 

30 obligations due under the reinsurance agreements subject to the trust. 
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Id) No later than February 28 of each year, the trustees of the trust shall report to the 

2 commissioner in writing setting forth the balance of the trust and listing the trust's investments at the end 

3 of the preceding year. The trustees shall certify the date of termination of the trust, if planned, or certify 

4 that the trust may not expire prior to the following December 31. 

5 (6l Credit must be allowed when the reinsurance is ceded to an assuming insurer that does not 

6 meet the requirements of subsection (2), (3l, 14), or (5) but only with respect to the insurance of risks 

7 located in a jurisdiction in which the reinsurance is required by applicable law or regulation of that 

8 jurisdiction. 

9 (7l la) If the assuming insurer is not licensed or accredited to transact insurance or reinsurance in 

10 this state, the credit permitted by subsections 14) and 15) may not be allowed unless the assuming insurer 

11 agrees in the reinsurance agreements: 

12 (i) that in the event of the failure of the assuming insurer to perform its obligations under the terms 

13 of the reinsurance agreement, the assuming insurer, at the request of the ceding insurer, will: 

14 (A) submit to the jurisdiction of any court of competent jurisdiction in any state of the United 

1 5 States; 

16 {Bl comply with all requirements necessary to give the court jurisdiction; and 

1 7 (Cl abide by the final decision of the court or of any appellate court in the event of an appeal; and 

1 8 (ii) to designate the commissioner or a designated attorney as its attorney upon whom may be 

19 served any lawful process in any action, suit, or proceeding instituted by or on behalf of the ceding 

20 company. 

21 (bl Subsection (7)(al{il is not intended to conflict with or override the obligation of the parties to 

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

23 

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

25 "33-2-1217. Reduction of liability for reinsurance ceded by domestic insurer to assuming insurer 

26 -- definition. A reduction from liability for the reinsurance ceded by a domestic insurer to an assuming 

27 insurer not meeting the requirements of 33-2-1216 must be allowed in an amount not exceeding the 

28 liabilities carried by the ceding insurer. The reduction must be in the amount of funds held by or on behalf 

29 of the ceding insurer, including funds held in trust for the ceding insurer: 

30 11 l under a reinsurance 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 solely by 

2 and under the exclusive control of the ceding insurer; or 

3 (21 in the case of a trust, in a qualified United States financial institution. This security may be in 

4 the form of: 

5 la) cash; 

6 lbl securities listed by the securities valuation office of the NAIC and qualifying as admitted assets; 

7 le) clean, irrevocable, unconditional letters of credit that are issued or confirmed by a qualified 

8 United States financial institution no later than December 31 of the year for which filing is being made and 

9 that are in the possession of the ceding company on or before the filing date of its annual statement. 

10 Letters of credit meeting applicable standards of issuer acceptability as of the dates of their issuance or 

11 confirmation must. notwithstanding the issuing or confirming institution's subsequent failure to meet 

12 applicable standards of issuer acceptability, continue to be acceptable as security until their expiration, 

13 extension, renewal, modification, or amendment, whichever occurs first. 

14 Id) any other form of security acceptable to the commissioner. 

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

16 institution that: 

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

18 under the laws of the United States or any of its states: 

19 (b) is regulated, supervised, and examined by United States federal or state authorities with 

20 regulatory authority over banks and trust companies; and 

21 (c) has been determined by either the commissioner or the securities valuation office of the national 

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

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

24 will be acceptable to the commissioner. 

25 14) For the purposes of this part, except for subsection I2)(c), "qualified United States financial 

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

27 (a) is organized or, in the case of a United States branch or agency office of a foreign banking 

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

29 authority to operate with fiduciary powers: and 

30 (b) is regulated, supervised, and examined by federal or state authorities having regulatory authority 
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over banks and trust companies. 

2 (5) The commissioner may adopt rules implementing the provisions of 33-2-307, 33-2-708. and 

3 33-2-806." 

4 

5 Section 30. Section 33-2-1218, MCA, is amended to read: 

6 "33-2-1218. Reinsurance agreements affected. Sections 33-2-1216 and 33-2-1217 apply to all 

7 cessions after October 1, 1993, under reinsurance agreements that have had an inception, anniversary, or 

8 renewal date on or ae-f6fe after April 1, 1993." 

9 

10 SECTION 31. SECTION 33-2-1394, MCA. IS AMENDED TO READ: 

11 "33-2-1394. Settlement of actions against rehabilitator, liquidator, and employees·· court approval 

12 -- applicability. (1) If any legal action against an employee for which indemnity may be available under this 

13 section is settled prior to final adjudication on the merits, the insurer shall pay the settlement amount on 

14 behalf of the employee or indemnify the employee for the settlement amount unless the commissioner 

15 determines: 

16 (a) that the claim did not arise out of or by reason of the employee's duties or employment; or 

17 lb) that the claim was caused by the intentional or willful and wanton misconduct of the employee. 

18 12) In a legal action in which the rehabilitator or liquidator is a defendant, that portion of any 

19 settlement relating to the alleged act, error, or omission of the rehabilitator or liquidator is subject to the 

20 approval of the court before which the delinquency proceeding is pending. The court may not approve that 

21 portion of the settlement if it determines: 

22 (a) that the claim did not arise out of or by reason of the rehabilitator's or liquidator's duties or 

23 employment; or 

24 (b) that the claim was caused by the intentional or willful and wanton misconduct of the 

25 rehabilitator or liquidator. 

26 (3) This section may not be construed to deprive the rehabilitator, liquidator, or employee of 

27 immunity, indemnity, benefit of law, right, or defense available under any provision of law, including, 

28 without limitation, the provisions of Title 2, chapter 9. 

29 (4) (a) A Except as otherwise provided, a legal action by a third party does not lie against the 

30 rehabilitator, 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 liquidation 

estate will lie against a former special deputy liquidator or any employee, agent, or independent contractor 

retained by a special deputy liquidator without regard to when the alleged act, error, or omission occurred. 

(b) Subsections (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 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 contrO'lled 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 to 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 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 controlled 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 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 l')Feelueer's eleFAieiliary juriselie~ieA producer is 

domiciled. 

(5) The controlling producer shall maintain separately identifiable records of business written for 
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the controlled insurer. 

2 (6) The contract may not be assigned in whole or in part by the controlling producer. 

3 (7) The controlled insurer shall provide the controlling producer with its underwriting standards, 

4 rules, procedures, manuals setting forth the rates to be charged, and the conditions for the acceptance or 

5 rejection of risks. The controlling producer shall adhere to the standards, rules, procedures, rates, and 

6 conditions. The standards, rules, procedures, rates, and conditions must be the same as those applicable 

7 to comparable business placed with the controlled insurer by a producer other than the controlling producer. 

8 (8) The rates and terms of the controlling producer's commissions, charges. or other fees and the 

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

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

11 comparable business placed with the controlled insurer by producers other than controlling producers. For 

12 purposes of subsection (7) and this subsection, examples of "comparable business" include the same lines 

13 of insurance, same kinds of insurance, same kinds of risks, similar policy limits, and similar quality of 

14 business. 

15 (9) If the contract provides that on insurance business placed with the controlled insurer, the 

16 controlling producer is to be compensated contingent upon the controlled insurer's profits on that business, 

17 then the compensation may not be determined and paid until at least 5 years after the premiums on liability 

18 insurance are earned and at least 1 year after the premiums are earned on any other insurance. The 

19 commissions may not be paid until the adequacy of the controlled insurer's reserves on remaining claims 

20 has been independently verified pursuant to 33-2-1512. 

21 (10) The rates ans terms ef the sentrellina 13raeh;aer's eoR1R1issians. sAaraes, or otAor foes ans 

22 tAo 13t1r13osos of tAose eemR1issions, eAargos, or fees A LIMIT ON THE CONTROLLING PRODUCER'S 

23 WRITINGS IN RELATION TO THE CONTROLLED INSURER'S SURPLUS AND TOTAL WRITINGS must be 

24 contained in the contract. The controlled insurer may establish a different limit for each line or subline of 

25 business. The controlled insurer shall notify the controlling producer when the applicable limit is approached 

26 and may not accept business from the controlling producer if the limit is reached. The controlling producer 

27 may not place business with the controlled insurer if it has been notified by the controlled insurer that the 

28 limit has been reached. 

29 ( 11) The controlling producer may negotiate but may not bind reinsurance on behalf of the 

30 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 

2 agreements if the contract with the controlled insurer contains underwriting guidelines. For reinsurance 

3 assumed and ceded, the guidelines must include a list of reinsurers with which the automatic agreements 

4 are in effect, the coverages and amounts or percentages that may be reinsured, and commission 

5 schedules." 

6 

7 Section 33. Section 33-2-1605, MCA, is amended to read: 

8 "33-2-1605. Penalties and liabilities. (1) If, after a hearing conducted in accordance with Title 33, 

9 chapter 1, part 7, the commissioner finds that a person has violated any provision of this part, the 

10 commissioner may order: 

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

12 (b) revocation or suspension of the producer's license; and 

13 (c) the managing general agent to reimburse the insurer, the rehabilitator, or a liquidator of the 

14 insurer for any losses incurred by the insurer caused by a violation of this part committed by the managing 

1 5 general agent. 

16 (2) An order of the commissioner pursuant to subsection ( 1) is subject to judicial review pursuant 

1 7 to 33-1 -711 . 

18 (3) This section does not limit the power of the commissioner to impose any other penalty provided 

19 in this title. 

20 (4) This part does not limit the rights of policyholders, claimants, or auditors creditors." 

21 

22 Section 34. Section 33-3-431, MCA, is amended to read: 

23 "33-3-431. Borrowed surplus. (1) A domestic stock or mutual insurer may borrow money to 

24 defray the expenses of its organization, to provide it with surplus funds, or for any purpose of its business, 

25 upon a written agreement that StlOO the money is required to be repaid only out of the insurer's surplus in 

26 excess of that stipulated in StlOO the agreement. The agreement may provide for interest at a rate Re not 

27 greater than the rate established in 25-9-205, whieh iRterest shall er shall Rot eoRstitute a liaeility of the 

28 iRsurer as to its fuRds other than sueh mwess of sur13lus, as and whether the interest constitutes a liability 

29 of the insurer must be stipulated in the agreement. Ne A commission or promotion expense sflili+ may not 

30 be paid in connection with an~· sueh .5! loan of the type described in this section. 
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(2) Money se borrowed, together with the interest thereeA if se stipulated in the agreement,~ 

2 does not form a part of the insurer's legal liabilities except as to its surplus in excess of the amount thereat 

3 stipulated in the agreement or be the basis of any setofft, bt:tt However. until the money or interest, or 

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

5 the amount thereat then unpaid together with any interest thereeA accrued but unpaid. 

6 (3) Any sueh 6 loan of this type to a mutual or stock insurer shall 130 1.§. subject to the 

7 commissioner's approval. The insurer shall, in advance of the loan, file with the commissioner a statement 

8 of the purpose of the loan and a copy of the proposed loan agreement. The loan and agreement shall 13e 

9 deeFAed are approved unless within 15 days after date ef sueh filing the insurer is notified of the 

1 0 commissioner's disapproval and the raaseAs thereter reasons for the disapproval. The commissioner shall 

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

12 excessive for the purpose intended or that the terms of the loan agreement are not fair and equitable to the 

1 3 parties, and to other similar lenders, if any, to the insurer, or that the information se filed by the insurer is 

14 inadequate. 

15 (4) AAy sueh 6 loan to a mutual or s,tock insurer or g substantial portion thereat of the loan SHall 

16 must be repaid by the insurer when l!J.§ no longer reasonably necessary for the purpose originally intended. 

17 ~Je re13ayFAeAt ef sueh leaA shall Repayment of either principal or interest on the loan may not be made by 

18 a mutual or stock insurer unless iA ad Ya Ree approved in advance by the commissioner. 

19 (51 This section SHall does not apply to loans obtained by the insurer in the ordinary course of 

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

21 

22 Section 35. Section 33-4-202, MCA, is amended to read: 

23 "33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. (1 I The 

24 individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall file with the 

25 commissioner: 

26 (al a declaration of their intention to form StJeR--a the corporation, which deelaratien shall 13e signed 

27 by at least 100 incorporators if a proposed state mutual insurer or by at least 25 incorporators if a proposed 

28 county mutual insurer; and 

29 (bl proposed articles of incorporation executed in quadru13lieate triplicate by three or more of the 

30 incorporators and acknowledged by each before a person authorized to take and verify acknowledgments 
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of conveyance of real property. 

2 (2) The articles of incorporation sHall must state: 

3 (a) the name of the corporation. If a state mutual insurer, the words "farm mutual" must be a part 

4 of the name; if a county mutual insurer, the name sHall must contain the words "farm mutual" or "rural 

5 mutual" together with the name of the county wAeFeiA is to 13e locates in which its principal place of 

6 business is to be located. The name sHall may not be so similar to one already used by a corporation in 

7 this state as to be misleading. 

8 (b) if a county mutual insurer, the name of the county or counties in which the corporation is to 

9 transact insurance and the address where its principal business office will be located; 

10 (c) if a state mutual insurer, the location of its principal business office, which e#iee must be 

11 located in this state; 

12 (d) the objects and purposes for which the corporation is formed; 

13 (el whether it intends to transact business on the cash premium plan or the assessment plan; 

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

1 5 (g) the number of its directors, which sHall may not be less than 5 or more than 1 1 ;-alse, and the 

16 names and addresses of the members of the initial board of directors appointed to manage the affairs of 

17 the corporation until the first annual meeting of the members and 1:1Atil tAeir :iuccessors are elected and 

1 8 qualified; 

19 (h) stiefl other provisions, not inconsistent with law, seelfles considered appropriate by the 

20 incorporators; 

21 (ii the names, residences, and addresses of the incorporators and the value of #le their property 

22 desires to be insured owAed lay each in the county or counties where the operations of the corporation are 

23 to be carried on. 

24 (31 At the time of filing of the articles of incorporation as provided in subsection (1) abe¥e, the 

25 incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit all s1:1cA the 

26 fees with the state treasurer to the credit of the general fund of this state." 

27 

28 

29 

30 

Section 36. Section 33-4-203, MCA, is amended to read: 

"33-4-203. Approval of articles -- commencement of corporate existence. (1) UflOR rneoif)t of 

flFOflOSOd BFtieles of iACOFflOFatiOA, the 601fllflissiOA0F shall foFwars tAe prnposel.i artieles of iAGOFfl0FatiOA 
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to t"1e attorney !Jenera! for eHaR'lination. If the attmney !Jenera! 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 attorney !Jeneral commissioner 

shall make a certificate of the facts and return it wit"1 t"1e proposed artieles to t"1e OOR'lR'lissioner. 

(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 

commissioner 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 !Jeneral 

commissioner, the commissioner shall lilrnwise endorse the commissioner's approval upon each set of the 

articles and forward ffil,lf 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 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 attorney !Jeneral 

and t"1e 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 37. Section 33-5-401, MCA, is amended to read: 

"33-5-401. Surplus funds required. 11) A domestic reciprocal insurer "1eroundor ferR'lod 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 t"1oreafter maintains surplus funds as follows: 

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

(b) to transact casualty insurance~. other than workers' eornpensation, surplus funds of not less 

than $400,000. 

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

$600,000; or 

Iii) excluding authority for workers' compensation insurance, surplus funds of not less than 

$400,000. 
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1 (21 In addition to surplus funds required to be maintained under subsection (1) al:1&Ye, the insurer 

2 Sflall must have, when first se authorized, expendable surplus in the same amount as required of a like 

3 foreign reciprocal insurer under 33-2-110. 

4 (3) A domestic reciprocal insurer may be authorized to transact additional kinds of insurance if it 

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

6 f;lessesses and se maintains surplus funds in an amount equal to the minimum capital stock required of a 

7 stock insurer for authority to transact a like combination of kinds of insurance." 

B 

9 Section 38. Section 33-7-117, MCA, is amended to read: 

10 "33-7-117. Scope--provisions applicable. (1) Except as provided in subsection (2), societies are 

11 governed by this chapter and are exempt from all other provisions of the insurance laws of this state, not 

12 only in governmental relations with the state but for every other purpose. The provisions of a law enacted 

13 after January 1, 1992, do not apply to fraternal benefit societies unless expressly made applicable by the 

14 provisions of the law. 

15 (2) In addition to the provisions of this chapter, the provisions of chapter 1, parts 1 through 4 and 

16 7; 33-2-104; 33-2-107; 33-2-112; chapter 2, part 13; 33-3-308; 33-15-502; aM chapters 17, 18, 20, and 

17 22; and [sections 78 through 81) apply to fraternal benefit societies to the extent applicable and to the 

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

19 

20 Section 39. Section 33-10-201, MCA, is amended to read: 

21 "33-10-201. Short title, purpose, scope, and construction. (1) This part shall ee lrnewn and may 

22 be cited as the "Montana Life and Health Insurance Guaranty Association Act". 

23 (21 The purpose of this part is to protect policyowners, insureds, beneficiaries, annuitants, payees, 

24 and assignees of life insurance policies, health insurance policies, annuity contracts, and supplemental 

25 contracts, subject to certain limitations, against failure in the performance of contractual obligations due 

26 to the impairment of the insurer issuing the policies or contracts. 

27 (3) To provide this protection: 

28 (a) an association of insurers is created to enable the guaranty of payment of benefits and of 

29 continuation of coverages; 

30 (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 

2 (cl the association is authorized to assist the commissioner, in the prescribed manner, in the 

3 detection and prevention of insurer impairments. 

4 (41 This part applies to direct, nongroup life, health, annuity, and supplemental policies or 

5 contracts, to certificates under direct group policies and contracts, and to unallocated annuity contracts 

6 issued by mer1ber insurers, except as limited by this part. Annuity contracts and certificates under group 

7 annuity contracts include but are not limited to guaranteed investment contracts, deposit administration 

8 contracts, unallocated funding agreements, allocated funding agreements, structured settlement 

9 agreements, lottery contracts, and any immediate or deferred annuity contracts. 

10 (5) This part provides coverage for eoverea policies and contracts specified in subsection (6): 

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

12 unallocated annuity contracts, to the persons who are contract holdern ana who if the persons: 

13 (i) are residents; or 

14 (ii) are not residents, but only under all of the following conditions: 

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

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

17 reside; 

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

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

20 (bl to persons who, regardless of where they reside, except for nonresident certificate holders 

21 under group policies or contracts, are the beneficiaries, assignees, or payees of the persons covered under 

22 subsection (5) (a). 

23 (6) This part covers persons specified in subsection (5l(a) for direct, nongroup life, health, annuity, 

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

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

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

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

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

29 apply to: 

30 (a) afl-'r' policies or contracts or any part of the policies or contracts under which the risk is borne 
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by the policyholder; 

2 (b) aHV !! policy or contract or part of the policy or contract assumed by the impaired insurer under 

3 a contract of reinsurance, other than reinsurance for which assumption certificates have been issued; 

4 (cl any portion of a policy or contract to the extent that the rate of interest on which it is based: 

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

6 obligated with respect to the policy or contract, exceeds a rate of interest determined by subtracting 2 

7 percentage points from Moody's corporate bond yield average averaged for that same 4-year period or for 

8 the lesser period if the policy or contract was issued less than 4 years before the association became 

9 obligated; and 

10 (ii) on and after the date on which the association becomes obligated with respect to the policy or 

11 contract, exceeds the rate of interest determined by subtracting 3 percentage points from Moody's 

12 corporate bond yield average as is most recently available; 

13 (d) any plan or program of an employer, association, or similar entity to provide life, health, or 

14 annuity benefits to its employees or members to the extent that the plan or program is self-funded or 

15 uninsured, including but not limited to benefits payable by an employer, association, or similar entity under: 

16 {i) a multiple employer welfare arrangement, as defined in section 514 of the Employee Retirement 

17 Income Security Act of 1974, as amended; 

18 {ii) a minimum premium group insurance plan; 

19 {iii) a stop-loss group insurance plan; or 

20 (iv) an administrative services only contract; 

21 (el any portion of a policy or contract to the extent that it provides dividends or experience rating 

22 credits or provides that any fees or allowances be paid to any person, including the policy or contract 

23 holder, in connection with the service to or administration of the policy or contract; 

24 (fl any policy or contract issued in this state by a member insurer at a time when it was not 

25 licensed or did not have a certificate of authority to issue the policy or contract in this state; 

26 (g) any unallocated annuity contract issued to an employee benefit plan that is protected under the 

27 federal pension benefit guaranty corporation; and 

28 {h) any portion of any unallocated annuity contract that is not issued to or in connection with a 

29 specific employee, union, or association of natural persons benefit plan or a government lottery. 

30 {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. 

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

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

4 

5 Section 40. Section 33-10-202, MCA, is amended to read: 

6 "33-10-202. Definitions. As used in this part, the following definitions apply: 

7 (1) "Account" means any of the three accounts created under 33-10-203. 

8 (2) "Association" means the Montana life and health insurance guaranty association created under 

9 33-10-203. 

1 O (3) "Contractual obligation" means any obligation under covered policies. 

11 (4) "Covered policy" means any policy or contract within the scope of this part under subsections 

12 (4) through (6) of 33-10-201. 

13 (5) "Impaired insurer" means: 

14 (a) an insurer which after July 1, 1974, becomes insolvent and is placed under a final order of 

15 liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

16 (b) an insurer considered by the commissioner after July 1, 1974, to be unable or potentially unable 

17 to fulfill its contractual obligations. 

18 (6) J.§1 "Member insurer" means any person auH1orizea to transaet in this state any kine ef 

1 9 insuranee ta whieh this part applies under sutJseetiens I 1) and le) ef aa 10 201 insurer that is licensed or 

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

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

22 suspended, revoked, not renewed, or voluntarily withdrawn. 

23 (b) The term does not include: 

24 (i) a health service corporation; 

25 (ii) a health maintenance organization; 

26 (iii) a fraternal benefit society; 

27 (iv) a mandatory state pooling plan; 

28 (v) a mutual assessment company or any entity that operates on an assessment basis; 

29 (vi) an insurance exchange; or 

30 (vii) an entity similar to any of the entities listed in subsections (6)(b)(i) through (6)(b)(vi). 
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1 (7) "Person" means any individual, corporation, partnership, association, or voluntary organization. 

2 (8) "Premiums" means direct gross insurance premiums and annuity considerations written on 

3 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

4 policyholders on the direct business. "Premiums" do not include premiums and considerations on contracts 

5 between insurers and reinsurers. As used in 33-10-227, "premiums" are those for the calendar year 

6 preceding the determination of impairment. 

7 (9) "Resident" means any person who resides in this state at the time the impairment is determined 

8 and to whom contractual obligations are owed. 

9 (10) "Unallocated annuity contract" means an annuity contract or group annuity certificate that is 

10 not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an 

11 individual by the insurer under the contract or certificate." 

12 

1 3 Section 41. Section 33-11-102, MCA, is amended to read: 

14 "33-11-102. Definitions. As used in this part, the following definitions apply: 

1 5 ( 1) "Completed operations liability" means: 

16 (al liability arising out of the installation, maintenance, or repair of any product at a site that is not 

1 7 owned or controlled by: 

18 (i) a person who performs that work; or 

19 (iii a person who hires an independent contractor to perform that work; and 

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

21 rise to the liability. 

22 ill "Domicile", for purposes of determining the state where a purchasing group is domiciled, 

23 means: 

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

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

26 Rtill "Hazardous financial condition" means that, based on its present or reasonably anticipated 

27 financial condition, a risk retention group, although not yet financially impaired or insolvent, is unlikely to 

28 be able to: 

29 (a) meet obligations to policyholders with respect to known claims and reasonably anticipated 

30 claims; or 
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(b) pay other obligations in the normal course of business. 

2 ~ill "Insurance" means primary insurance, excess insurance, reinsurance, surplus line insurance, 

3 and any other arrangement for shifting and distributing risk that is determined to be insurance under the 

4 laws of this state. 

5 44+@ (a) "Liability" means legal liability for damages, including costs of defense, legal costs and 

6 fees, and other claims expenses, because of injuries to other persons, damage to their property, or other 

7 damage or loss to other persons resulting from or arising out of: 

8 (i) a business, whether profit or nonprofit, trade, product, service (including professional service), 

9 premises, or operation; or 

1 0 (ii) an activity of any state or local government or an agency or political subdivision tAereef of state 

11 or local government. 

12 (bl The term does not include personal risk liability or an employer's liability with respect to its 

13 employees other than legal liability under the federal Employers' Liability ActL f45 U.S.C. 51 through 60}. 

14 As used in this subsection, "personal risk liability" means liability for damages because of injury to any 

15 person, damage to property, or other loss or damage resulting from personal, familial, or household 

16 responsibilities or activities rather than from responsibilities or activities referred to in subsection t4++a+ 

1 7 .llil..@J. . 

18 Wifil "Plan of operation or a feasibility study" means an analysis that presents the expected 

19 activities and results of a risk retention group, including at a minimum: 

20 (a) the coverages, deductibles, coverage limits, rates, and rating classification systems for each 

21 line of insurance the group intends to offer; 

22 (b) historical and expected loss experience of the proposed members and national experience of 

23 similar exposures to the extent this experience is reasonably available; 

24 (c) pro forma financial statements and projections; 

25 (d) appropriate opinions by a qualified independent casualty actuary, including a determination of 

26 minimum premium or participation levels required to commence operations and to prevent a hazardous 

27 financial condition; 

28 (e) identification of management, underwriting procedures, managerial oversight methods, and 

29 investment policies; and 

30 (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. 

fe}Jll "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 ~ iZJ..l.£J.; 

(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. 

f+Hfil "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) that is organized for the primary purpose of conducting the activity described under subsection 

{-7-}W J.fil.ifil; 

(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 

(ii) 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,~ 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. 

(A) Fer ptiqieses ef this stibsestieR (7), "eempleted eperatieRs liability" meaRs liability arisin!J etit 

ef the installatieR, maiRteRaRse, er repair ef aRy predtist at a site which is Rat 0 1,\IRed er eeRtrelleEI b'f' a 

perseR whe perferms that werk er hires aR imiependeRt oeRtraeter te perferm that werl1 aRd iRsltides 

liability fer aetiYities 1A'hish are eempleted er abaRd0Red before the daM ef the eeotirreRee !JiYiRg rise te the 

liability. 

{St For purposes of this subsection m .{.fil, "product liability" means liability for damages because 

of any personal injury, death, emotional harm, consequential economic damage, or property damage, 
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fincluding damages resulting from the loss of use of property}. arising out of the manufacture, design, 

2 importation, distribution, packaging, labeling, lease, or sale of a product but does not include the liability 

3 of any person for those damages if the product involved was in the possession of that person when the 

4 incident giving rise to the claim occurred. 

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

6 of the group a competitive advantage over Stief\ the person; 

7 (e) (i) that has as its members only persons who have an ownership interest in the group and that 

8 has as its owners only persons who are members and who are provided insurance by the risk retention 

9 group; or 

10 (ii) that has as its sole member and sole owner an organization that is owned by persons who are 

11 provided insurance by the risk retention group; 

12 (f) whose members are engaged in businesses or activities that are similar or related with respect 

13 to the liability to which the members are exposed by virtue of any related, similar, or common business, 

14 trade, product, service, premises, or operation; 

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

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

17 members; and 

18 (ii) reinsurance with respect to the liability of any other risk retention group or member of Stief\ the 

19 other group that is engaged in businesses or activities so that ~ the group or member meets the 

20 requirement described in subsection f7-H# ifilill for membership in the risk retention group that provides 

21 the reinsurance; and 

22 (h) whose name includes the phrase "risk retention group". 

23 +St.lfil "State" means any state of the United States or the District of Columbia." 

24 

25 Section 42. Section 33-11-104, MCA, is amended to read: 

26 "33-11-104. Risk retention groups not chartered in this state. A risk retention group chartered in 

27 a state other than this state and seeking to do business as a risk retention group in this state must observe 

28 and abide by the laws of this state as follows: 

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

30 (a) 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, 

2 including information on its membership, as the commissioner requires to verify that the risk retention group 

3 is qualified under 33-11-102t7H.fil; 

4 (bl a copy of its plan of operation or a feasibility study and revisions of the plan or study submitted 

5 to its state of domicile. However, this provision relating to the submission of a plan of operation or a 

6 feasibility study does not apply with respect to any line or classification of liability insurance that was 

7 defined in the federal Product Liability Risk Retention Act of 1981 (15 U.S.C. 3901 through 3904) before 

8 it was amended by P.L. 99-563, approved on October 27, 1986, and that was offered before that date by 

9 a risk retention group that had been chartered and operated for not less than 3 years before that date; and 

10 (c) a statement of registration that designates the commissioner as its agent for the purpose of 

11 receiving service of legal documents or process. 

12 (21 A risk retention group doing business in this state shall submit to the commissioner: 

13 (a) a copy of the group's financial statement submitted to its state of domicile, which must be 

14 certified by an independent public accountant and contain a statement of opinion on loss and loss 

1 5 adjustment expense reserves made by a member of the American academy of actuaries or by a qualified 

16 loss reserve specialist under criteria established by the national association of insurance commissioners; 

17 (b) a copy of each examination of the risk retention group as certified by the insurance regulatory 

18 official of the state in which the examination was conducted or public official conducting the examination; 

19 (c) upon request by the commissioner, a copy of any audit performed with respect to the risk 

20 retention group; and 

21 (d) any information as may be required to verify the group's continuing qualification as a risk 

22 retention group under 33-11-102-{+H.fil. 

23 (3) (a) Each risk retention group is liable for the payment of premium taxes and taxes on premiums 

24 of direct business for risks resident or located within this state and shall report to the commissioner the net 

25 premiums written for risks resident or located within this state. The risk retention group is subject to 

26 taxation and any applicable interest, fines, and penalties for nonpayment that apply to foreign admitted 

27 insurers. 

28 (bl To the extent that an insurance producer is used, the insurance producer shall report to the 

29 commissioner the premiums of direct business for risks resident or located within this state that the 

30 licensees have placed with or on behalf of a risk retention group not chartered in this state. 
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1 (c) To the extent that an insurance producer is used, the insurance producer shall keep a complete 

2 and separate record of all policies procured from each risk retention group. The record is open to 

3 examination by the commissioner, as provided in 33-1-408. The records must, for each policy and each 

4 kind of insurance provided under the policy, include the limit of liability, the time period covered, the 

5 effective date, the name of the risk retention group that issued the policy, the gross premium charged, and 

6 the amount of return premiums, if any. 

7 (4) Each risk retention group, its insurance producers, and its representatives shall comply with 

8 Title 33, chapter 18, part 2. 

9 (5) Each risk retention group shall comply with the provisions of Title 33, chapter 18, part 2, 

1 O regarding deceptive, false, or fraudulent acts or practices. However, if the commissioner seeks an injunction 

11 regarding the risk retention group's conduct, the injunction must be obtained from a court of competent 

12 jurisdiction. 

13 (6) Each risk retention group shall submit to an examination by the commissioner to determine its 

14 financial condition if the insurance regulatory official of the jurisdiction where the group is chartered has 

15 not initiated an examination or does not initiate an examination within 60 days after a request by the 

16 commissioner. The examination must be coordinated to avoid unjustified repetition and be conducted in an 

17 expeditious manner in accordance with the national association of insurance commissioners examiners 

18 handbook. 

19 17) Each policy issued by a risk retention group must contain, in 10-point type on the front page 

20 and the declaration page, the following notice: 

21 "NOTICE 

22 This policy is issued by your risk retention group. Your risk retention group may not be subject to 

23 all of the insurance laws and regulations of your state. State insurance insolvency guaranty funds are not 

24 available for your risk retention group." 

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

26 (a) the solicitation or sale of insurance by a risk retention group to any person who is not eligible 

27 for membership in the group; and 

28 lb) the solicitation or sale of insurance by or operation of a risk retention group that is in a 

29 hazardous financial condition or is financially impaired. 

30 (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 unlawful by the 

Montana supreme court. 

( 11 l 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). 

11 2) Upon completion of registration requirements, the commissioner shall issue to the risk retention 

group a proper certificate of registration. 

( 13) A risk retenrIon 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 

generally." 

Section 43. Section 33-11-108, MCA, is amended to read: 

"33-11-108. Notice and registration requirements of purchasing groups. ( 1 l A purchasing group 

that intends to do business in this state shall furnish notice to the commissioner that: 

(al identifies the state where the group is domiciled and all other states in which the group intends 

to do business; 

(bl 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 tfle 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; 

le) identifies the principal place of business of the purchasing group; i:lfl4 

(fl provides information required by the commissioner to verify that the purchasing group is 

qualified under 33-11-1 02~1lh and 

(g) identifies the person or persons controlling the activities of the group and includes biographical 

information on the person or persons. 
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(21 The purchasing group shall register with and designate the commissioner as its agent solely for 

2 the purpose of receiving service of legal documents or process. However, the requirements do not apply 

3 in the case of a purchasing group: 

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

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

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

7 and 

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

9 (cl that was a purchasing group under the requirements of the federal Product Liability Risk 

10 Retention Act of 1981 ( 15 U.S.C. 3901 through 3904) before it was amended by P.L. 99-563, approved 

11 on October 27, 1986; and 

12 (dl that does not purchase insurance that was not authorized for purposes of an exemption under 

13 the federal Product Liability Risk Retention Act of 1981, as in effect before October 27, 1986. 

14 (3) Upon completion of registration requirements, the commissioner shall issue a proper certificate 

15 of registration to the purchasing group." 

16 

17 Section 44. Section 33-14-304, MCA, is amended to read: 

18 "33-14-304. Cancellation of insurance upon default. (1) When a premium finance agreement 

19 contains a power of attorney or other authority enabling the insurance premium finance company to cancel 

20 any insurance contract listed in the agreement, the insurance contract or contracts may not be canceled 

21 by the premium finance company unless StHffi the cancellation is effectuated in accordance with this 

22 section. 

23 (2) ~Jet less than 10 da•(s' written Written notice must be mailed to the insured setting forth the 

24 intent of the insurance premium finance company to cancel the insurance contract unless the default is 

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

26 date stated in the notice. The insurance producer er sreker indicated on the premium finance agreement 

27 &Rall must also be mailed 10 days' notice of this action. 

28 (3) Pursuant to the power of attorney or other authority referred to above, the insurance premium 

29 finance company may cancel on behalf of the insured by mailing to the insurer written notice stating when 

30 thereafter the cancellation shall se will become effective, and the insurance contract &Rall must be canceled 
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as if StleR the notice of cancellation had been submitted by the insured Aifflself but without requiring the 

2 return of the insurance contract. If the insurer or its insurance producer does not provide the insurance 

3 premium finance company with a specific mailing address for the purpose of receipt of the ae&Ye notice, 

4 mailing by the insurance premium finance company to the insurer at the address that is on file aRe of reeore 

5 with the commissioner is considered sufficient notice under this section. The insurance premium finance 

6 company shall also mail a notice of cancellation to the insured at Ri& the insured's last-known address and 

7 to the insurance producer or broker indicated on the premium finance agreement. 

8 (4) All statutory, regulatory, and contractual restrictions providing that the insurance contract may 

9 not be canceled unless notice is given to a governmental agency, mortgagee, or other third party apply 

1 0 whenever cancellation is effected under the provisions of this section. The insurer shall give the prescribed 

11 notice in behalf of itself or the insured to any governmental agency, mortgagee, or other third party on or 

12 before the second business day after the day it receives the notice of cancellation from the premium finance 

13 company and shall determine the effective date of cancellation taking into consideration the number of 

14 days' notice required to complete the cancellation." 

15 

16 Section 45. Section 33-15-301, MCA, is amended to read: 

17 "33-15-301. Requiring standard provisions -- waiver. ( 1) Insurance contracts Sf\aU must contain 

18 woo the standard or uniform provisions a&-afe and benefits required by the applicable provisions of this 

19 code pertaining to contracts of particular kinds of insurance. The commissioner may waive the requires use 

20 e-f a particular provision in a particular insurance policy form if: 

21 (a) Re the commissioner finds 5H6l:I the provision or benefit unnecessary for the protection of the 

22 insured and inconsistent with the purposes of the policy; and 

23 (b) the policy is otherwise approved by Riffi the commissioner. 

24 (2) Ne A policy or certificate sl=laU may not contain any provision or benefit inconsistent with or 

25 contradictory to any standard or uniform provision or benefit used or required to be used, but the 

26 commissioner may approve any substitute provision or benefit ~ that is, in Ri& the commissioner's 

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

28 required. 

29 (3) In lieu of the provisions required by this code for contracts for particular kinds of insurance, 

30 substantially 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. 

2 (4) No sueA 6 provision, if required to be contained in the policy, €iffi may not be waived by 

3 agreement between the insurer and any other person." 

4 

Section 46. Section 33-15-303, MCA, is amended to read: 5 

6 "33-15-303. Contents of policies in general -- identification. (1) e¥efi' Each policy sl=lell must 

7 specify: 

8 (a) the names of the parties to the contract; 

9 (b) the subject of the insurance; 

1 0 (c) the risks insured against; 

11 (d) the time when the insurance under the policy takes effect and the period during which the 

1 2 insurance is to continue; 

1 3 (e) the premium; 

14 (f) the conditions pertaining to the insurance. 

15 (2) If under the policy the exact amount of premium is determinable only at stated intervals or 

16 termination of the contract, a statement of the basis and rates upon which the premium is to be determined 

17 and paid must be included. 

18 (3) All policies and annuity contracts issued by insurers and the forms of policies and annuity 

19 contracts filed with the commissioner must have printed on the policy or annuity contract an appropriate 

20 designating letter or figure, combination of letters or figures, or terms identifying the respective forms of 

21 policies or contracts, to§etAer witA tAe ')'ear ef ade13tien ef the farm. Each form, including riders and 

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

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

24 figures, or terms and year of ado13tion on the form must be correspondingly changed and the revision date 

25 must be noted next to the designating letters." 

26 

27 Section 47. Section 33-16-202, MCA, is amended to read: 

28 "33-16-202. Recording and reporting of loss and expense experience. ( 1) The commissioner sl=lell 

29 may promulgate and may modify reasonable rules and statistical plans, reasonably adapted to each of the 

30 rating systems used, aM which sl=lell must tRereafter 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 

2 available at least annually in StteR form and detail as FRa11 ee necessary to aid fliffi the commissioner in 

3 determining whether rates comply with the applicable standards of this chapter. ~ The rules and plans 

4 may also provide for the recording and reporting of expense experience items WflHffi that are specially 

5 applicable to this state and are not susceptible of determination by a prorating of countrywide expense 

6 experience. 

7 (2) In promulgating StteR rules and plans, the commissioner shall give ffiffi consideration to the 

8 rating systems in use in this state and, in order that StteR the rules and plans may be as uniform as is 

9 practicable among the several states, to the rules and to the form of the plans used for StteR rating systems 

1 O in other states. ~ An insurer 5fl-ail may not be required to record or report its loss experience on a 

11 classification basis that is inconsistent with the rating system used by it. 

12 (3) The commissioner may designate one or more rating organizations or other agencies to assist 

13 fliffi in gathering StteR and making compilations of loss and expense experience aAa rnakiA€1 eornpilatioAs 

14 thereof, and StteR the compilations 5fl-ail must be made available, subject to reasonable rules promulgated 

15 by the commissioner, to insurers and rating organizations." 

16 

Section 48. Section 33-16-235, MCA, is amended to read: 17 

18 "33-16-235. Data reporting -- rules. 11) An insurer that has transacted a line of insurance 

19 designated as noncompetitive or volatile 5fl-ail may report once a year to the commissioner, on forms 

20 prescribed by the commissioner, information including: 

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

22 (b) reported and estimated ultimate premiums, by year of exposure to loss; 

23 (c) losses paid, by year incurred; 

24 (d) loss adjustment expense paid, by year incurred; 

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

26 {f) any other information required by the commissioner. 

27 (2) An insurer transacting a line of insurance designated as noncompetitive or volatile shall provide 

28 to the commissioner information concerning at least 5 years of experience, with information evaluated as 

29 of the end of each calendar year. In addition to the latest reported information for each year, the insurer 

30 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. 

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

3 adjustments to be applied to the reported data." 

4 

5 Section 49. Section 33-17-102, MCA, is amended to read: 

6 "33-17-102. Definitions. As used in this title, the following definitions apply: 

7 (11 "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

8 contractor or as the employee of an independent contractor or for fee or commission investigates and 

9 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

1 0 The term does not include a: 

11 (al licensed attorney who is qualified to practice law in this state; 

1 2 (b) salaried employee of an insurer or of a managing general agent; ef 

1 3 (c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

14 issued by the insureh,;__Q,[ 

15 {dl licensed third-party administrator who adjusts or assists in adjustment of losses arising under 

16 policies issued by the insurer. 

17 (2) "Adjuster license" means a document issued by the commissioner that authorizes a person to 

18 act as an adjuster. 

19 (3) (a) "Administrator" means a person who collects charges or premiums from residents of this 

20 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

21 claims on sueh eoverago these coverages. 

22 (b) The term does not mean: 

23 (ii an employer on behalf of its employees or on behalf of the employees of one or more 

24 subsidiaries of affiliated corporations of the employer; 

25 (ii) a union on behalf of its members; 

26 (iii) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a 

27 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

28 authorized to transact insurance; or 

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

30 (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; 

2 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

3 creditor and its debtors; 

4 (vi) a trust established in conformity with 29 U.S.C. 186 or the trustees, agents, and employees 

5 of the trust; 

6 (vii) a trust exempt from taxation under section 501 (al of the Internal Revenue Code or the trustees 

7 and employees of the trust; 

8 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

9 401 (fl of the Internal Revenue Code or the agents and employees of the custodian; 

10 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

11 by federal or state banking authorities; 

12 (x) a company that issues credit cards and that advances for and collects premiums or charges 

13 from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

14 or 

15 (xi) a person who adjusts or settles claims in the normal course of l=H& the person's practice or 

16 employment as an attorney and who does not collect charges or premiums in connection with life or 

17 disability insurance or annuities. 

18 (4) "Administrator license" means a document issued by the commissioner that authorizes a person 

19 to act as an administrator. 

20 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

21 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

22 advice on an insurance policy, annuity, or pension contract, plan, or program. 

23 (6) "Consultant license" means a document issued by the commissioner that authorizes a person 

24 to act as an insurance consultant. 

25 (7) "Controlled business" means insurance procured or to be procured by or through a person upon 

26 the life, person, property, or risks of l1iR1self the person-;-Ais or the person's spouse, ltis employer, or ltis 

27 business. 

28 (8) "Individual" means a private or natural person, as distinguished from a partnership, corporation, 

29 or association. 

30 (9) "Insurance producer", except as provided in 33-17-103: 
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(a) means: 

(ii a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds: 

(Al policies of insurance for risks residing, located, or to be performed in this state; or 

(8) membership contracts as defined in 33-30-101; 

(ii) a managing general agent. For purposes of this ElefiAitieA, a chapter, the term "managing general 

agent" is a 13eFseA whe, eA behalf ef aA insuFer, e><ereises 9eneral su13eFvisieA ever the business ef the 

iAsureF in this state eF iA aAy ether state, iAeluelin9 the auH1erity te eeAtraet with an iAsuraAee 13rnElueer fer 

the insurer ans terminate these eentFaets has the same meaning as set forth in 33-2-1501. 

(bl 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 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 adjuste,r employed by and representing the interests of the insured." 

Section 50. Section 33-17-211, MC-6., 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; 

lb) has not committed an act that is ,1 ground for refusal, suspension, or revocation as set forth 

in 33-1 7-1001 ; 

le) has paid the license fees stated in 33-2-708; 

Id) has successfully passed the exam,nations for each kind of insurance for which the individual 

has applied within 12 months of application; 
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le) is a resident of this state or of another state that grants similar privileges to residents of this 

2 state. Licenses issued based upon Montana state residency terminate if the licensee relocates to another 

3 state; 

4 (f) is competent, trustworthy, and of good reputation; 

5 lg) has experience or training or otherwise is qualified in the kind or kinds of insurance for which 

6 fie the applicant applies to be licensed and is reasonably familiar with the provisions of this code which 

7 govern +ti& the applicant's operations as an insurance producer; and 

8 (h) if applying for a license as to life or disability insurance: 

9 (i) is not a funeral director, undertaker, or mortician operating in this or any other state; 

10 (ii) is not an officer, employee, or representative of a funeral director, undertaker, or mortician 

11 operating in this or any other state; or 

1 2 (iii) does not hold an interest in or benefit from a business of a funeral director, undertaker, or 

1 3 mortician operating in this or any other state. 

14 (2) A person acting as an insurance producer shall obtain a license. A person shall apply for a 

15 license on a form specified by the commissioner. Before approving the application, the commissioner shall 

16 verify that: 

17 (a) the person meets the requirements listed in subsection (1 ); 

18 (b) the person has paid the licensing fees stated in 33-2-708 for each individual licensed in 

19 conjunction with the person's license. A licensed person shall promptly notify the commissioner of each 

20 change relating to an individual listed in the license. 

21 (c) the person has designated a licensed officer responsible for compliance by the person with the 

22 insurance laws and rules of this state; 

23 (d) each member and employee of a partnership and each officer, director, stockholder, or 

24 employee of a corporation who is acting as an insurance producer in this state has obtained a license; 

25 (e) (i) if the person is a partnership or corporation, the transaction of insurance business is within 

26 the purposes stated in the partnership agreement or the articles of incorporation; and 

27 (ii) if the person is a corporation, the secretary of state has issued a certificate of existence or 

28 authorization under 35-1-1312 or filed articles of incorporation under 313 2 21 4 35-1-220. 

29 (3) The commissioner may license as a resident insurance producer an association of licensed 

30 Montana insurance producers, whether or not incorporated, formed and existing substantially for purposes 
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other than insurance. The license must be used solely for the purpose of enabling the association to place, 

2 as a resident insurance producer, insurance ot the properties, interests, and risks of the state of Montana 

3 and of other public agencies, bodies, and institutions and to receive the customary commission for the 

4 placement. The president and secretary of the association shall apply for the license in the name of the 

5 association, and the commissioner shall issue the license to the association in its name alone. The fee for 

6 the license is the same as that required by 33-2-708 for the license of an insurance producer. The 

7 commissioner may, after a hearing with notice to the association, revoke the license if fie the commissioner 

8 finds that continuation of the license is not in the public interest or that a ground listed in 33-17-1001 

9 exists. 

1 0 (4) An insurance producer using an assumed business name shall register the name with the 

11 commissioner before using it." 

12 

13 Section 51. Section 33-17-405, MCA, is amended to read: 

14 "33-17-405. Service of process -- commissioner as agent. A A0AFesiaeAt 13eFseA si'lall file witR tRe 

15 eammissieAeF tRe reetuirea farms a1313eiAtiA!'J ti'le The commissioner aAa i'lis sueeessars iA 0Hiee shall act 

16 as tfle .1! nonresident person's agent upon wl1om process in a legal proceeding against the nonresident 

17 person may be served~ aAa si'lall a§ree Hiat sueR Service of process on the commissioner f3Feeess Ras has 

18 the same legal force and validity as personal service of process upon the nonresident person. The 

19 commissioner shall, within 3 working days after receiving process, forward by certified mail, at to the 

20 nonresident person's address of record, a copy of the process ev eeFtifiea mail to ti'le 13ersoA for wi'lom i'le 

21 has reeei~•ea ti'le 13reeess." 

22 

23 Section 52. Section 33-17-503, MCA, is amended to read: 

24 "33-17-503. Application -- foe -- expiration. ( 11 Before a consultant license is issued or renewed, 

25 the prospective licensee shall: 

26 (al properly file in the office of the commissioner a written application on forms the commissioner 

27 prescribes; and 

28 (bl pay a fee of $50, which the commissioner shall deposit with the state treasurer to be credited 

29 to the state's general fund. 

30 (2) Each consultant license e1113ires an Ma•t a1 Aei,t followiA!'J ti'le sate ef 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 

2 force unless suspended, revoked. or otherwise terminated." 
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Section 53. Section 33-17-603, MCA, is amended to read: 

"33-17-603. Certificate of registration. 11) Except as provided in 33-17-604, a person may not 

act as or hols himself 01cJt to be represent to the public that the person is an administrator in this state 

unless AA the person holds a certificate of registration as an administrator. 

12) An application for a certificate of registration must be accompanied by a fee of $100. The 

commissioner shall issue the certificate unless AA 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) +!=le 8. certificate of registration is reAe•,,.·able anA1cJally oA J1cJly 1 . A request for renewal nwst 

be aeeompaAieEl by a reAewal fee of $100 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) +!=le 8. 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. 

15) Unless too g 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." 

Seetien 63. SeetioA 33 17 1001, MCA, is ameAEleEl to reas: 

"33 17 1001. S1:1s11ensien, re¥eeatien, er,ef1:1sal ef lieense. ( 11 Exeept as provises iA 33 17 4 11, 

after a heariA!J, whioh FAlcJSt be hols AO loss ti'laA 10 says after asvanoo notiee by eertifies FAail, OR elctar!JOS 

!JiVeA 1cJnEior 33 1 311 (31, ti'lo eoFAFAissioner FAay suspens for 1c1p to 6 ·,ears, revol10, rof1c1se to eontin1c1e, or 

Elony a lioeAse iss1c1es 1c1nser this ehapter if tho eoFAFAissionor finss ti'lat tho lieonsee or applieaAt has: 

(al en§a@eEl or is abeut ta en!Ja!Je in an aet or praotioe for wi'lieA issuanee ef tAe lieeAse eeuls ha·Je 

been ref1c1s0El; 
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{el oetaiAes or attemptes to oetain a lieense throu!Jh misrepresentation or fraus; 

2 {o) violates or failos to eoA'lply with a pro~•ision of this eoso or has violaMs a rule, suepoena, or 

3 erser ef the o0A'IA'lissioner or of the OOA'IA'lissi0nor of any other state; 

4 {al improperly withhols, A'lisappropriatos, er oon·,ortes te tho lioenseo's or applieant's own use 

5 A'lonoy or property eolen!JiA!J to pelioyhelsers, insurers, eenefioiaries, er others ans reeei¥es iA eonsuet of 

6 eusiness unsor tho lieense; 

7 {el soon oonYistes at a felony; 

8 {fl in t"1e eonsuot of t"1o affairs unser the lioense, uses frausulent, soersi·to, or sis"1onest praotiees 

9 er t"1e lioensee or applieant is ineompetent, uritrustworthy, finaneially irrespensislo, or a seuroe of injury 

1 O ans less te the puslie; 

11 {!J) mase a A'laterially untrue stateA'lent in tho lieense applieation or in t"1o eontinuin!J osuoation 

1 2 affisa¥it; 

13 {hl A'lisreprosentes t"1e terms ef an actual or proposes insuranoe oentraet; 

14 m aeeA fauns !Juilty of an unfair trase praotiee or fraus pro"1isites ay Title 33, e"1aptor 18; 

15 {j) has a siA'lilar lieenso suspenses or re·•ekes in an•t other state; 

16 (kl for!Jes anet"1er's naA'lo te an application for insurance; 

17 m eheates on an eMamination for a license; or 

18 {FR) l(Aowin!Jl'f aoooptos insuranoe eusiness froA'I a person w"1o is not lioonses. 

19 {2) Tho lieonso et a partnership or oorporation A'lay ee suspenses, ro•,okes, refuses, er senies if 

20 a reason listes in sueseetion { 1 l applies te an insivisual sesi!Jnates in the lioonso to eHeroise its powers QI 

21 to a partner er offieor in t"1e partnership or eoraoration. 

22 (3) T"1e eeA'IA'lissioner A'lay suspens, reYolEo, or refuse te eontinue a lieonso unser sueseetian {1 ){o) 

23 witheut eensuotin!J an invosti!jation pursuaFt to 37 1 203 or A'lakin!J a ·,witten finsin!J pursuant to 

24 37 1 204." 

25 

26 Section 54. Section 33-18-212, MCA, is amended to read: 

27 "33-18-212. Illegal dealing in premiums -- improper charges for insurance. ( 1) A person may not 

28 willfully collect any sum as .!! premium or charge for insurance, whie"1 insuranee that is not then provided 

29 or is not in due course to be provided, +subject to acceptance of the risk by the insurer}, by an insurance 

30 policy issued by an insurer as authorized by this code. 
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(2) A person may not willfully collect as Q premium or charge for insurance any sum in excess of 

2 or less than the premium or charge applicable to S\:lef\ the insurance and, as specified in the policy, in 

3 accordance with the applicable classifications and rates as filed with aHG or approved by the commissioner; 

4 or in cases WRefe in which classifications, premiums, or rates are not required by this code to be se filed 

5 aHG or approved, S\:lef\ the premiums and charges may not be in excess of or less than those specified in 

6 the policy and as fixed by the insurer. This provision may not 130 deeR1ed to prohibit the charging and 

7 collection, by surplus lines insurance producers licensed under chapter 2, part 3, of the amount of 

8 applicable state and federal taxes in addition to the premium required by the insurer. ~ This provision may 

9 not 13e soRsidered to prohibit the charging and collection, by a life insurer, of amounts actually to be 

10 expended for medical examination of an applicant for life insurance or for reinstatement of a life insurance 

11 policy. 

J 2 (3) Each violation of this section is punishable under 33-1-104." 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 55. Section 33-18-301, MCA, is amended to read: 

"33-18-301. Prohibited relations with mortuaries. ( 1) Ne A life insurer and its officers, employees, 

or representatives may not own, manage, supervise, operate, or maintain any mortuary, funeral, or 

undertaking establishment or 13erR1it its offisers, eR113lovees, or re13resentatives to owR, 013erate, FAaiRtaiR, 

or 130 eFA13leyed in an•,· s1,101=1 131,1siness in Montana. 

(2) Ne A life insurer may not contract or agree with any funeral director, mortuary, or undertaker 

to tl=le eHeot that S\:lef\ the funeral director, undertaker, or mortuary shall conduct the funeral or be named 

beneficiary of any person insured by stieR the insurer. This subsection does not prohibit a life insurer from 

making insurance, designated as funeral insurance, available. 

(3l A funeral insurance policy and any solicitation material for the policy must clearly indicate that: 

(al the policy is a life insurance product; 

(bl the applicant may designate the beneficiary, provided that there is an appropriate and insurable 

interest: 

(cl 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 (4l. 
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~ill Each violation of this section constitutes a misdemeanor punishable by a fine of not more 

2 than $1,000 or by imprisonment for not more than 6 months or wt both StcJSA fine ana iRlf)FisenRlent." 

3 

Section 56. Section 33-22-131, MCA, is amended to read: 4 

5 "33-22-131. Coverage for phenylketonuria treatment. (1) Each group or individual medical 

6 expense disability policy, certificate of insurance, and membership contract that is delivered, issued for 

7 delivery, renewed, extended, or modified in this state must provide coverage for the treatment of 

8 phenylketonuria. 

9 (2) For purposes of this section, "treatment" means licensed professional medical services under 

1 O the supervision of a physician and a dietary formula product to achieve and maintain normalized blood levels 

11 of phenylalanine and adequate nutritional status. 

12 (3) These services are subject to the terms of the applicable group or individual disability policy, 

13 certificate, or membership contract that establishes durational limits, dollar limits, deductibles, and 

14 copayment provisions as long as the terms are not less favorable than for physical illness generally. 

15 14) This section does not apply to disability income, hospital indemnity, medicare supplement, 

16 accident-only, vision, dental, or specified disease policies." 

17 

18 Section 57. Section 33-22-132, MCA, is amended to read: 

19 "33-22-132. Coverage for mammography examinations. (1) Each group or individual medical 

20 expense, cancer, heseital inaeRlnity. and blanket disability policy, certificate of insurance, and membership 

21 contract that is delivered, issued for delivery, renewed, extended, or modified in this state must provide 

22 minimum mammography examination coverage. 

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

24 

25 

(al one baseline mammogram for a woman who is 35 years of age or older and under 40 years of 

age; 

26 (b) a mammogram every 2 years for any woman who is 40 years of age or older and under 50 

27 years of age or more frequently if recommended by the woman's physician; and 

28 (cl a mammogram each year for a woman who is 50 years of age or older. 

29 (31 A minimum $70 payment or the actual charge if the charge is less than $70 must be made for 

30 each mammography examination performed before the application of the terms of the applicable group or 
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1 individual disability policy, certificate of insurance, or membership contract that establish durational limits, 

2 deductibles, and copayment provisions as long as the terms are not less favorable than for physical illness 

3 generally. 

4 (4) This section does not apply to disability income, hospital indemnity, medicare supplement, 

5 accident-only, vision, dental, or specified disease policies." 

6 

7 Section 58. Section 33-22-201, MCA, is amended to read: 

8 "33-22-201. Format and content. A An individual policy of disability insurance may not be 

9 delivered or issued for delivery to any person in this state unless it otherwise complies with this code and 

10 complies with the following: 

11 ( 1) The entire money and other considerations for the policy must be expressed in the policy. 

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

13 (3) The policy may insure only one person, except that a policy may insure, originally or by 

14 subsequent amendment, upon the application of an adult member of a family who is the policyholder, any 

15 two or more eligible members of that family, including husband, wife, dependent children or any children 

16 under a specified age that may not exceed +9 25 years, and any other person dependent upon the 

17 policyholder. 

18 (4) The style, arrangement, and overall appearance of the policy may not give undue prominence 

19 to any portion of the text, and every printed portion of the text of the policy and of any endorsements or 

20 attached papers must be plainly printed in lightfaced type of a style in general use, the size of which must 

21 be uniform and not less than 10 point with a lowercase, unspaced alphabet length not less than 1 20 point. 

22 (5) The "text" must include all printed matter except the name and address of the insurer, name 

23 or title of the policy, the brief description, if any, and captions and subcaptions. 

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

25 those contained in 33-22-204 through 33-22-215 and 33 22 217 33-22-221 through 33-22-231, must be 

26 printed, at the insurer's option, either included with the benefit provision to which they apply or under an 

27 appropriate caption such as "Exceptions" or "Exceptions and Reductions", except that if an exception or 

28 reduction specifically applies only to a particular benefit of the policy, a statement of the exception or 

29 reduction must be included with the benefit provision to which it applies. 

30 (7) Eaeh term, iAsluaiA§ risers aAa eAaerseFAeAts, FAust be iaeAtifiea by a ferFA AUFAber iA the lewer 
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left hanel earner of the fast page of the form. 

2 fStill The policy may not contain a provision purporting to make any portion of the charter, rules, 

3 constitution, or bylaws of the insurer a part of the policy unless the portion is set forth in full in the policy, 

4 except in the case of the incorporation of or reference to a statement of rates or classification of risks or 

5 short-rate table filed with the commissioner. 

6 (9) Eaeh ineliYielual elisal3ility poliov, eHoept for a single premium nonronewal3Ie poliey, issuoel for 

7 deli11erv in this state on or after Januarv 1, 1980, must eontain a notiee stating in suestanee that if the 

8 person to whom the poliev is issueel is not satisfieel for anv reason, the person is permittea to return the 

9 poliov within 10 ela•rs of its deliYorv, or a longer perioel as the polio•( mav proviele, and to have refunded 

1 O the amount of the premium paiel. A polio•; returned pursuant to this sul3soetion is •,oiel from tho 13eginning." 

11 

12 Section 59. Section 33-22-202, MCA, is amended to read: 

13 "33-22-202. Required provisions -- captions -- omissions -- substitutions -- order. ( 1) Except as 

14 provided in subsection (2), each policy delivered or issued for delivery to any person in this state must 

15 contain the provisions specified in 33-22-204 through 33-22-215, in the words in whieh the as those 

16 provisions appear, except that the insurer may, at its option, substitute for one or more of the provisions 

17 corresponding provisions of different wording approved by the commissioner whioh are in eaeh instanee 

18 and not less favorable in any respect to the insured or the beneficiary. Each provision must be preceded 

19 indiYieluall•; by the applicable caption shown or, at the option of the insurer, by the appropriate individual 

20 or group captions or subcaptions as the commissioner may approve. 

21 (2) If any provision is in whole or in part inapplicable to or inconsistent with the coverage provided 

22 by a particular form of policy, the insurer, with the approval of the commissioner, shall omit from the policy 

23 any inapplicable provision or part of a provision and shall modify any inconsistent provision or part of a 

24 provision in a manner as to make the provision as contained in the policy consistent with the coverage 

25 provided by the policy. 

26 (3) The provisions that are the subject of 33-22-204 through 33-22-215 and aa 22 217 33-22-221 

27 through 33-22-232 or any corresponding prov,sions which are used in accordance with the cited sections 

28 must be printed in the consecutive order of the provisions in the sections or, at the option of the insurer, 

29 any provision may appear as a unit in any part of the policy with other provisions to which it may be 

30 logically related, provided that the resulting policy is not in whole or in part unintelligible, uncertain, 
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ambiguous, abstruse, or likely to mislead a person to whom the policy is offered, delivered, or issued." 

2 

3 Section 60. Section 33-22-301, MCA, is amended to read: 

4 "33-22-301. Coverage of newborn under disability policy. (11 Each policy of disability insurance 

5 or certificate issued tRereuAaer sRall must contain a provision granting immediate accident and sickness 

6 coverage, from and after the moment of birth, to each newborn infant of any insured. 

7 (21 The coverage for newborn infants must be the same as provided by the policy for the other 

8 covered personst~ pre•,daea, ReweYer However, that for newborn infants there sRall 13e Re may not be 

9 waiting or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn 

1 0 infants is not permissible unless it conforms and is consistent with the deductible or reduction in benefits 

11 applicable to all other covered persons. 

12 (31 Ne 8. policy or certificate of insurance may not be issued or amended in this state if it contains 

13 any disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or 

14 insurability of newborn infants of an insured from and after the moment of birth. 

15 (41 If pa•tFReAt ef a speeifie preFRiuFR er sul3seriptieA fee is requires te previae eevera!ije fer a e"1ila, 

16 tRe peliey er eeAtraet ma·t require tRat AetifieatieA ef 13irtR ef a Aewly 13ern eRila ana pa·tment ef the 

17 required premiuFR er fees must 13e furnisRed te tRe insurer er neAprofit servioe er inaemnit·t oorporatioA 

18 witRin 31 aa~'S after tRe date of 13irtR iA erder te Rave tRe ee·,era!ije eeAtiAuo 13eyena sueR 31 aay periea. 

19 The policy or contract may require notification of the birth of a child and payment of a required premium 

20 or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation within 31 days of 

21 the birth in order to have the coverage extend beyond 31 days." 

22 

23 Section 61. Section 33-22-303, MCA, is amended to read: 

24 "33-22-303. Coverage for well-child care. (11 Each medical expense policy of disability insurance 

25 or certificate issued under the policy that is delivered, issued for delivery, renewed, extended, or modified 

26 in this state by a disability insurer and that provides coverage for a family member of the insured or 

27 subscriber must provide coverage for well-child care for children from the moment of birth through 2 years 

28 of age. Benefits provided under this coverage are exempt from any deductible provision that may be in 

29 force in the policy or certificate issued under the policy. 

30 (21 Coverage for well-child care under subsection ( 1) must include: 
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(a) a history, physical examination, developmental assessment, anticipatory guidance, and 

2 laboratory tests, according to the schedule of visits adopted under the early and periodic screening, 

3 diagnosis, and treatment services program provided for in 53-6-101; and 

4 (b) routine immunizations according to the schedule for immunizations recommended by the 

5 immunization practices advisory committee ot the U.S. department of health and human services. 

6 (3) Minimum benefits may be limited to one visit payable to one provider for all of the services 

7 provided at each visit cited in this section. 

8 (4) This section does not apply to disability income, specified disease, medicare supplement, or 

9 hospital indemnity policies. 

10 (5) For purposes of this section: 

11 (a) "well-child care" means the services described in subsection (2) and delivered by a physician 

1 2 or a health care professional supervised by a physician; and 

13 (b) "developmental assessment" and "anticipatory guidance" mean the services described in the 

14 Guidelines for Health Supervision II, published by the American academy of pediatrics. 

15 (6) When a policy of disability insurance or a certificate issued under the policy provides coverage 

16 or benefits to a resident of this state, it is considered to be delivered in this state within the meaning of this 

17 section, whether the insurer that issued or delivered the policy or certificate is located inside or outside of 

18 this state." 

19 

20 Section 62. Section 33-22-504, MCA, is amended to read: 

21 "33-22-504. Newborn infant coverage. ( 1) W& 6 group disability policy or certificate of insurance 

22 whieh, in addition to severing persens in the insured group, also eevers FReFReeFS of sueh person's faFRily 

23 delivered or issued for delivery in this state may not be issued or amended in this state if it contains any 

24 disclaimer, waiver, or other limitation of coverage relative to the accident and sickness coverage or 

25 insurability of newborn infants of persons covered under the policy from and after tho moment of birth. 

26 (2) #-#le 6 policy or certificate issues thereunder, in addition to ee·;ering persons in the insured 

27 group, also severs FRBFReers of slcleh 13erson's faFRily, it shall subject to this section, must contain aB 

28 additional Q provision granting immediate acc,dent and sickness coverage, from and after the moment of 

29 birth, to each newborn infant of any person covered under the policy. 

30 (3) The coverage for newborn infant!i sl=tall must be the same as provided by the policy for other 
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covered personst, ~revided, tiewever However, #laf for newborn infants there SHiill may not be Re waiting 

2 or elimination periods. A deductible or reduction in benefits applicable to the coverage for newborn infants 

3 is not permissible unless it conforms and is consistent with the deductible or reduction in benefits applicable 

4 to all other covered persons. 

5 (4) This section does not apply to medicare supplement policies issued by reason of age. 

6 (5) When a group disability policy or certificate issued under the policy provides for coverage or 

7 benefits for a resident of this state, the policy or certificate is considered delivered in this state within the 

8 meaning of this section regardless of whether the insurer issuing the policy or certificate is located in this 

9 state. 

10 16) The policy or certificate may require notification of the birth of a child and payment of a 

11 required premium or subscription fee to be furnished to the insurer or nonprofit or indemnity corporation 

12 within 31 days of the birth in order to have the coverage extend beyond 31 days." 

13 

14 Section 63. Section 33-22-508, MCA, is amended to read: 

15 "33-22-508. Conversion on termination of eligibility. ( 1) A group disability insurance policy or 

16 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 

17 provision that if the insurance or any portion of it on a person~ or the person's dependents, or family 

18 members covered under the policy ceases because of termination of !tis the person's employment or ef.l::\is 

19 membership in the class or classes eligible for coverage under the policy or as a result of !tis the person's 

20 employer discontinuing !tis business or as a result of !tis the employer discontinuing the group disability 

21 insurance policy and not providing for any other group disability insurance or plan and if the person had 

22 been insured for a period of 3 months and 1'te is not insured under another major medical disability insurance 

23 policy or plan, 1'te the person is entitled to have issued te him by the insurer, without evidence of 

24 insurability, group coverage or an individual policy isstied ey the iAstirer or, in the absence of an individual 

25 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

26 on himself the person,-flis and the person's dependents, or family members if application for the individual 

27 policy is made and the first premium tendered to the insurer within 31 days aher the termination of group 

28 coverage. 

29 (2) The individual policy or group policy, at the option of the insured, may be on any form then 

30 customarily issued by the insurer to individual 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. 

2 (3) The premium on the individual policy or group policy must be at the insurer's then customary 

3 rate applicable to the coverage of the individual or group policy." 

4 

5 Section 64. Section 33-22-1120, MCA, is amended to read: 

6 "33-22-1120. Extraterritorial jurisdiction. A group long-term care insurance policy or certificate 

7 may not be delivered or issued for delivery to a resident of Montana under a group policy issued in another 

8 state to a group EleserilcloEl in aa 22 1107(,l}lrl-) unless it is approved by: 

9 (1) the commissioner; ef and 

1 o (21 the insurance regulatory official of a state that has statutory and regulatory long-term care 

11 insurance requirements substantially similar to those adopted in Montana." 

12 

13 Section 65. Section 33-22-1803, MCA, is amended to read: 

14 "33-22-1803. Definitions. As used in this part, the following definitions apply: 

15 ( 1) "Actuarial certification" means a written statement by a member of the American academy of 

16 actuaries or other individual accept~ble to the commissioner that a small employer carrier is in compliance 

17 with the provisions of 33-22-1809, based upon the person's examination, including a review of the 

18 appropriate records and of the actuarial assumptions and methods used by the small employer carrier in 

19 establishing premium rates for applicable health benefit plans. 

20 (2) "Affiliate" or "affiliated" means any entity or person who directly or indirectly, through one or 

21 more intermediaries, controls, is controlled by, or is under common control with a specified entity or person. 

22 (3) "Assessable carrier" means all individual carriers of disability insurance and all carriers of group 

23 disability insurance, excluding the state group benefits plan provided for in Title 2, chapter 18, part 8, the 

24 Montana university system health plan, and any self-funded disability insurance plan provided by a political 

25 subdivision of the state. 

26 (4) "Base premium rate" means, for each class of business as to a rating period, the lowest 

27 premium rate charged or that could have been charged under the rating system for that class of business 

28 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

29 with the same or similar coverage. 

30 (5) "Basic health benefit plan" mears a lower cost health benefit plan developed pursuant to 
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1 33-22-1812. 

2 (6) "Board" means the board of directors of the program established pursuant to 33-22-1818. 

3 (71 "Carrier" means any person who provides a health benefit plan in this state subject to state 

4 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

5 society, a health service corporation, a health maintenance organization, and, to the extent permitted by 

6 the Employee Retirement Income Security Act of 1974, a multiple-employer welfare arrangement. For 

7 purposes of this part, companies that are affiliated companies or that are eligible to file a consolidated tax 

8 return must be treated as one carrier, except that the following may be considered as separate carriers: 

9 la) an insurance company or health service corporation that is an affiliate of a health maintenance 

10 organization located in this state; 

11 (b) a health maintenance organization located in this state that is an affiliate of an insurance 

12 company or health service corporation; or 

13 (c) a health maintenance organization that operates only one health maintenance organization in 

14 an established geographic service area of this state. 

15 (8) "Case characteristics" means demographic or other objective characteristics of a small employer 

16 that are considered by. the small employer carrier in the determination of premium rates for the small 

17 employer, provided that gender, claims experience, health status, and duration of coverage are not case 

18 characteristics for purposes of this part. 

19 (9) "Class of business" means all or a separate grouping of small employers established pursuant 

20 to 33-22-1808. 

21 (10) "Committee" means the health benefit plan committee created pursuant to 33-22-1812. 

22 (11) "Dependent" means: 

23 (a) a spouse or an unmarried child under 19 years of age; 

24 (b) an unmarried child, under 23 years of age, who is a full-time student and who is financially 

25 dependent on the insured; 

26 (c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

27 and 33-30-1003; or 

28 Id) any other individual defined te-ee as a dependent in the health benefit plan covering the 

29 employee. 

30 ( 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 

2 independent contractor if the sole proprietor, partner, or independent contractor is included as an employee 

3 under a health benefit plan of a small employer. The term does not include an employee who works on a 

4 part-time, temporary, or substitute basis. 

5 113) "Established geographic service area" means a geographic area, as approved by the 

6 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 

7 which the carrier is authorized to provide coverage. 

8 114) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 

9 and mental health care issued by an insurance company, a fraternal benefit society, or a health service 

1 0 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 

11 not include: 

12 (a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

13 or disability income insurance; 

14 (b) coverage issued as a supplement to liability insurance, workers' compensation insurance, or 

15 similar insurance; or 

16 (c) automobile medical payment insurance. 

17 ( 15) "Index rate" means, for each class of business for a rating period for small employers with 

18 similar case characteristics, the average of the applicable base premium rate and the corresponding highest 

19 premium rate. 

20 ( 16) "Late enrollee" means an eligible employee or dependent who requests enrollment in a health 

21 benefit plan of a small employer following the initial enrollment period during which the individual was 

22 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

23 a period of at least 30 days. However, an eligible employee or dependent may not be considered a late 

24 enrollee if: 

25 (a) the individual requests enrollment within 30 days after termination of the qualifying previous 

26 coverage and meets eaeh sf the fellewing eenditiens: 

27 (i) the individual was covered under qualifying previous coverage at the time of the initial 

28 enrollment; or 

29 (ii) the individual lost coverage under qualifying previous coverage as a result of termination of 

30 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 
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spouse, or divorce; af½0 

2 !iii! tRe iAdividl:lal reql:lests emellffleAt witRiA 30 days after terffliAatioA of tRe ql:lalifyiAg previol:ls 

3 eoverage; 

4 (b) the individual is employed by an employer that offers multiple health benefit plans and the 

5 individual elects a different plan during an open enrollment period; or 

6 (cl a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

7 a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

8 of the court order. 

9 (17) "New business premium rate" means, for each class of business for a rating period, the lowest 

10 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

11 to small employers with similar case characteristics for newly issued health benefit plans with the same or 

1 2 similar coverage. 

13 ( 18) "Plan of operation" means the operation of the program established pursuant to 33-22-1818. 

14 ( 19) "Premium" means all money paid by a small employer and eligible employees as a condition 

15 of receiving coverage from a small employer carrier, including any fees or other contributions associated 

16 with the health benefit plan. 

17 (20) "Program" means the Montana small employer health reinsurance program created by 

18 33-22-1818. 

19 (21) "Qualifying previous coverage" means benefits or coverage provided under: 

20 (a) medicare or medicaid; 

21 (bl an employer-based health insurance or health benefit arrangement that provides benefits similar 

22 to or exceeding benefits provided under the basic health benefit plan; or 

23 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

24 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

25 benefits similar to or exceeding the benefits provided under the basic health benefit plan, provided that the 

26 policy has been in effect for a period of at least 1 year. 

27 (22) "Rating period" means the calendar period for which premium rates established by a s,:nall 

28 employer carrier are assumed to be in effect. 

29 (23) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

30 pursuant to 33-22-1819. 
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1 (24) "Restricted network provision" means a provision of a health benefit plan that conditions the 

2 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

3 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

4 to provide health care services to covered individuals. 

5 (25) "Small employer" means a person, firm, corporation, partnership, or association that is actively 

6 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

7 employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

8 this state or were residents of this state. In determining the number of eligible employees, companies are 

9 considered one employer if they: 

1 0 (a) are affiliated companies; 

11 (b) are eligible to file a combined tax return for purposes of state taxation; or 

12 le) are members of an association that: 

13 Ii) has been in existence for 1 year pr,or to January 1, 1994; 

14 Iii) provides a health benefit plan to employees of its members as a group; and 

15 (iii) does not deny coverage to any member of its association or any employee of its members who 

16 applies for coverage as part of a group. 

17 1261 "Small employer carrier" means a carrier that offers health benefit plans that cover eligible 

18 employees of one or more small employers in this state. 

19 (27) "Standard health benefit plan" means a health benefit plan developed pursuant to 

20 33-22-1812." 

21 

22 Section 66. Section 33-22-1819, MCA, is amended to read: 

23 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (11 

24 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

25 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

26 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

27 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

28 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

29 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

30 section. The plan of operation is effective upon written approval by the commissioner. 
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1 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment, 

2 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

3 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

4 of operation is submitted by the board and approved by the commissioner. 

5 13) The plan of operation must: 

6 (a) establish procedures for the handling and accounting of program assets and money and for an 

7 annual fiscal reporting to the commissioner; 

8 lb) establish procedures for selecting an administering carrier and setting forth the powers and 

9 duties of the administering carrier; 

10 (c) establish procedures for reinsuring risks in accordance with the provisions of this section; 

1 1 (d) establish procedures for collecting assessments from assessable carriers to fund claims incurred 

12 by the program; 

13 (e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

14 fund administrative expenses incurred or to be incurred by the program; and 

1 5 (f) provide for any additional matters necessary for the implementation and administration of the 

16 program. 

17 (4) The program has the general powers and authority granted under the laws of this state to 

18 insurance companies and health maintenance organizations licensed to transact business, except the power 

19 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

20 (a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

21 part, including the authority, with the approval of the commissioner, to enter into contracts with similar 

22 programs of other states for the joint performance of common functions or with persons or other 

23 organizations for the performance of administrative functions; 

24 lb) sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

25 and penalties for, on behalf of, or against the program or any reinsuring carriers; 

26 le) take any legal action necessary to avoid the payment of improper claims against the program; 

27 Id) define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

28 policies in accordance with the requirements of this part; 

29 le) establish conditions and procedures for reinsuring risks under the program; 

30 (f) establish actuarial functions as appropriate for the operation of the program; 
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(g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

2 assistance in operation of the program, policy and other contract design, and any other function within the 

3 authority of the program; 

4 (h) to the extent permitted by federal law and in accordance with subsection (8)(c), make annual 

5 fiscal yearend assessments against assessable carriers and make interim assessments to fund claims 

6 incurred by the program; and 

7 (i) borrow money to effect the purposes of the program. Any notes or other evidence of 

8 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

9 assets. 

10 (5) A reinsuring carrier may reinsure vvith the program as provided for in this subsection (5): 

11 (a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

12 reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to 

13 the level of coverage provided in a basic or standard health benefit plan. 

14 (b) A small employer carrier may reinsure an entire employer group within 60 days of the 

15 commencement of the group's coverage under a health benefit plan. 

16 le) A reinsuring carrier may reinsure ari eligible employee or dependent within a period of 60 days 

17 following the commencement of coverage with the small employer. A newly eligible employee or dependent 

18 of the reinsured small employer may be reinsured within 60 days of the commencement of coverage. 

19 (d) (i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured 

20 employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent 

21 of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is 

22 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program 

23 shall reinsure the remainder. A reinsuring carrier's liability under this subsection (d)(i) may not exceed a 

24 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

25 (ii) The board annually shall adjust the initial level of claims and maximum limit to be retained by 

26 the carrier to reflect increases in costs and utilization within the standard market for health benefit plans 

27 within the state. The adjustment may not be less than the annual change in the medical component of the 

28 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

29 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

30 (e) A small employer carrier may terminate reinsurance with the program for one or more of the 
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1 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

2 (f) A small employer group health benefit plan in effect before January 1, 1994, may not be 

3 reinsured by the program until January 1, 1997, and then only if the board determines that sufficient 

4 funding sources are available. 

5 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including 

6 utilization review, individual case management, preferred provider provisions, and other managed care 

7 provisions or methods of operation consistently with respect to reinsured and nonreinsured business. 

8 (6) (a) As part of the plan of operation, the board shall establish a methodology for determining 

9 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

1 0 section. The methodology must include a system for classification of small employers that reflects the types 

11 of case characteristics commonly used by small employer carriers in the state. The methodology must 

12 provide for the development of base reinsurance premium rates that must be multiplied by the factors set 

13 forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium 

14 rates must be established by the board, subject to the approval of the commissioner, and must be set at 

15 levels that reasonably approximate gross premiums charged to small employers by small employer carriers 

16 for health benefit plans with benefits similar to the standard health benefit plan, adjusted to reflect retention 

17 levels required under this part. 

18 (b) Premiums for the program are as follows: 

19 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

20 base reinsurance premium rate for the group established pursuant to this subsection (6). 

21 (ii) An eligible employee or dependent may be reinsured for a rate that is five times the base 

22 reinsurance premium rate for the individual established pursuant to this subsection (6). 

23 (c) The board periodically shall review the methodology established under subsection (6)(a), 

24 including the system of classification and any rating factors, to ensure that it reasonably reflects the claims 

25 experience of the program. The board may propose changes to the methodology that are subject to the 

26 approval of the commissioner. 

27 (d) The board may consider adjustments to the premium rates charged by the program to reflect 

28 the use of effective cost containment and managed care arrangements. 

29 (7) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

30 the premium charged to the small employer for any rating period for the coverage issued must meet the 
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1 requirements relating to premium rates set forth in 33-22-1809. 

2 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner the 

3 program net loss for the previous calendar year, including acministrative expenses and incurred losses for 

4 the year, taking into account investment income and other appropriate gains and losses. 

5 (b) To the extent permitted by federal law, each assessable carrier shall share in any net loss of 

6 the program for the year in an amount equal to the ratio of the total premiums earned in the previous 

7 calendar year from health benefit plans delivered or issued for delivery by each assessable carrier divided 

8 by the total premiums earned in the previous calendar year from health benefit plans delivered or issued 

9 for delivery by all assessable carriers in the state. 

1 O (c) The board shall make an annual determination in accordance with this section of each 

11 assessable carrier's liability for its share of the net loss of the program and, except as otherwise provided 

12 by this section, make an annual fiscal yearend assessment against each assessable carrier to the extent of 

13 that liability. If approved by the commissioner, the board may also make interim assessments against 

14 assessable carriers to fund claims incurred by the program. Any interim assessment must be credited 

15 against the amount of any fiscal yearend assessment due or to be due from an assessable carrier. Payment 

16 of a fiscal yearend or interim assessment is due within 30 days of receipt by the assessable carrier of 

17 written notice of the assessment. An assessable carrier that ceases doing business within the state is liable 

18 for assessments until the end of the calendar year in which the assessable carrier ceased doing business. 

19 The board may determine not to assess an assessable carrier if the assessable carrier's liability determined 

20 in accordance with this section does not exceed $10. 

21 (91 The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

22 procedures; or any other joint collective action required by this part may not be the basis of any legal 

23 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

24 or separately. 

25 ( 10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

26 levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In 

27 establishing the standards, the board shall take into consideration the need to ensure the broad availability 

28 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

29 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 

30 and the overall costs of coverage to small employers selecting these plans. 
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( 11) Tho program is exempt from taxation. 

2 (12) On or before March 1 of each year, tho commissioner shall evaluate tho operation of tho 

3 program and report to tho governor and tho legislature in writing tho results of tho evaluation. Tho report 

4 must include an estimate of future costs of tho program, assessments necessary to pay those costs, tho 

5 appropriateness of premiums charged by tho program, the level of insurance retention under tho program, 

6 tho cost of coverage of small employers, and any recommendations for change to tho plan of operation. 

7 ( 13) All premiums and other money paid to tho small employer carrier reinsurance program and all 

8 property and securities acquired through the use of money and interest and dividends earned on money 

9 belonging to tho small employer carrier reinsurance program are solely tho property of tho program and 

10 must be used exclusively for the operations and obligations of the program. Money collected by the 

11 program is not subject to legislative appropriation." 

12 

13 Section 67. Section 33-30-102, MCA, is amended to road: 

14 "33-30-102. Application of this chapter -- construction of other related laws. 11 ) All health service 

15 corporations AeFetefeFe eF AeFeaHeF eF§aRii!eel are subject to the provisions of this chapter. In addition to 

16 tho provisions contained in this chapter, other chapters and provisions of this title apply to health service 

17 corporations as follows: 33 17 212 33-17-101; tAF0lcl§A :33 1 7 21 4 Title 33, chapter 1 7, parts 2 and 10 

18 through 12; aR4 Title 33, chapters 1, 15, 1 8, 19, and 22, except 33-22-111: and I sections 78 through 81]. 

19 (2) A law of this state other than the provisions of this chapter applicable to health service 

20 corporations SflaU must be construed in accordance with the fundamental nature of a health service 

21 corporation, and in tho event of a conflict sotwooA tAat law a Rel the provisions of this chapter, tAo lattoF 

22 SflaU prevail." 

23 

24 

25 

26 

27 

28 

29 

30 

Section 68. Section 33-30-107, MCA, is amended to road: 

"33-30-107. Annual statement. ( 1) On or before March 1 of each year. f¥efy each health service 

corporation shall file an annual statement for the preceding year on a ferr'R seAtaiAiR§ SlclsstaAtially tAo same 

iAfeFmatieA as tAat eeAtaiAoel iA form No. 13 N.A.I.C. with tho commissioner of insurance. This annual 

statement must be completed in accordance with tho 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. 

2 (3) (a) Each health service corporation shall file electronic diskette versions of its annual and 

3 quarterly financial statements with the national association of insurance commissioners. The filing date for 

4 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

5 statements are as follows: 

6 (i} the first quarter statement is due May 15; 

7 (ii} the second quarter statement is due August 15; and 

8 (iii} the third quarter statement is due November 1 5. 

9 (bl The commissioner may exempt health service corporations operating only in Montana from 

10 these filing requirements." 

11 

12 Section 69. Section 33-30-108, MCA, is amended to read: 

13 "33-30-108. License required. ( 1) Ne A person may not act as a health service corporation and 

14 fie~ health service corporation may not conduct business in this state except as authorized by a license 

15 issued by the commissioner. 

16 (2) ~ A license may be issued by the commissioner only after the person has complied with the 

17 applicable provisions of this title. 

18 (3) A health service corporation is entitled to a continuation of its license upon payment of the 

19 annual continuation fee specified in 33-30-204-f+Hit on or before March 1 of each year and upon continued 

20 compliance with the provisions of this title. 

21 (4) A license issued or continued under this section may be revoked or suspended by the 

22 commissioner for violation of this title." 

23 

24 Section 70. Section 33-30-202, MCA, is amended to read: 

25 "33-30-202. Annual report by certified public accountant. ill All corporations subject to the 

26 provisions of this chapter shall FRal10 aAEI file annually with the commissioner, on or before~ June 1 

27 ef eaeR , ear, a repert tlneler eatR settiA€1 fenh: financial statement audited by a certified public accountant 

28 pursuant to rules promulgated by the commissioner. 

29 ( 1) the naFRe ef the serperatien; 

30 (2) the aEIElress el its re€jistereEI effiee iA this state anEI the naFRe ef its re€1istereEI a€1eAt at tRat 
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addFOss; 

2 (<ll tho Raffles aAd addresses of its direetors aAd officers; 

3 (4 l a Brief stateffl0At of the eharactor of the affairs which the corporatioA is aetuallv coAductiAg; 

4 (61 the afflOUAt of all dues or fees eolleeted froffl fflefflBers iA the last fiscal year, the afflouAts 

5 aetuallv paid duriAg that voar for health serviees for the fflefflBers er B0Aefieiaries, aAd the affleuAts placed 

6 iA reseP~es; 

7 (61 a BalaRee sheet aRd stateffleAt of iReeffle aRd eJEpeAditures fer the fflest reeeAt fiseal vear of 

8 the eerperatieA, prepared aAd verified BY two offieers of the eerperatioA aAEI certified av a eertified puBlie 

9 aeeouAtaAt; 

10 (7) a stateffleAt of aA)' other fasts or iAferfflatieA eeAeorAiAg tho fiAaAcial affairs of tho health 

11 sorviee eerperatieA •,vhich ffla'y' 13e reaseAaBly required 13•1• the cefflfflissieAer. 

12 (2) (al The commissioner may establish rules governing the content and preparation of the report 

13 required by subsection (1 ). 

14 (bl The report must include: 

15 (il the corporation's financial statements for the most recent calendar year; 

16 (ii) an opinion by the certified public accountant concerning the accuracy and fairness of the 

17 corporation's representation of its financial statements; and 

18 (iii) other information that the commissioner specifies by rule." 

19 

20 Section 71. Section 33-30-204, MCA, is amended to read: 

21 "33-30-204. Fees. ( 1) Every health service corporation subject to the provisions of this chapter 

22 shall pay the following fees to the commissioner for enforcement of the provisions of this chapter: 

23 (al iAsuraAee preeueer's lieeAse: 

24 (il applieatieA for origiAal liceAse a Ad issuaAce of lice Ase ..... $ Hi 

25 (iii aAAual F0A0wal ..... $16 

26 (iii! eJEaffliAatieA fer lieeAse, fer eaeh 0JEaffliAatieA ..... $16 

27 tbl-ifil filing any~ statement or report ..... $1 

28 feHhl. for a certified copy of any document or other paper filed in the office of the commissioner, 

29 per page ..... $.50 

30 f€1l-1£l for tRe .!! certificate a A a fer affi>EiAg the with affixed seal thereto ..... $10 
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1 fe-}_(_g_J_ filing of a membership contract ..... $25 

2 #H!tl filing of a membership contract package ..... $100 

3 &ill filing annual report, other than as part of applieation for ori§inal lieense STATEMENT ..... $25 

4 Wi.9.l issuance of health service corporation license ..... $300 

5 fit.lbl annual continuation of health service corporation license ..... $300 

6 (2) The commissioner shall promptly deposit with the state treasurer, to the credit of the general 

7 fund, all fees and license fees received by hiFA under this section." 

8 

9 Section 72. Section 33-30-311, MCA, is amended to read: 

1 O "33-30-311. Insurance producer. +++ A person who, for compensation, solicits membership in a 

11 prepayment health service plan offered by a corporation subject to the provisions of this chapter is an 

12 insurance producer of that corporation and is subject to the provisions of 33-2-708 and Title 33, chapter 

13 12. 

14 {2) The definitions of insurance producer as defined in this ehapter elo not incluele an indivielual: 

15 {a) employed anel useel b•t insurance produoors fer the perforFAance of clerical, steno§raphie, and 

16 similar oHioe duties; 

17 lb) eFAple1•ed and used fer ineidental takin§ of an applieation fer ee•tera§e freFA tiFAe to time in the 

18 offiee of the empleyin!J insuranee produoer; 

19 (el who seeures anel forwarels information for the purpose of an enisting !Jroup eontrastor fer 

20 enrolling indi•tiduals uneler an enistin§ §roup sontraet." 

21 

22 Section 73. Section 33-30-1001, MCA, is amended to read: 

23 "33-30-1001. Newborn infants covered by insurance by health service corporation. Ne 8_ disability 

24 insurance plan or group disability insurance plan issued by a health service corporation may not be issued 

25 or amended in this state if it contains any disclaimer, waiver, or other limitation of coverage relative to the 

26 accident and sickness coverage or insurability of newborn infants of the persons insured from and after the 

27 moment of birth. Each~ policy SflaH must contain a provision granting immediate accident and sickness 

28 coverage, from and after the moment of birth, to each newborn infant of any insured person. If pa•tFAent 

29 of a speeifie preFAium er sueseriptien fee is requireel to preYide eeYera§e for a ehilel, the pelie')' er eontraot 

30 may require that notifieatien of birth of a newly barn ehild and pa•tFAont of the requiroel premiuFA or fees 
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must ee furnishes to the iRsuFeF OF RORl3Folit servieo or inaemnity eoF130Fation withiR 31 says after the sate 

2 of eiFth iR OFBOF to ha•~o Hie eo•,eFage eontinue ee1•ona sueh 31 say 13eFiea. The policy or contract may 

3 require notification of the birth of a child and payment of a required premium or subscription fee to be 

4 furnished to the insurer or nonprofit or indemnity corporation within 31 days of the birth in order to have 

5 the coverage extend beyond 31 days." 

6 

7 Seetien 74. SeetioR 33 31 311, MCA, is ameRaed te reas: 

8 "33 31 311. lnsuranee produeer lieense required applieatien, issuanee, renewal, fees 13enalty. 

9 ( 11 ~lo An iRdividual, 13artRershi13, er eor13eratioR may net aet as or hole himself out FepFeseRt to the auelie 

10 to ee aR iRsuraRee J3Fodueer of a health maintenaRee ergaRizatioR URless he the iRsi.,.idual, partRership, or 

11 eoraoration is: 

12 (al lieeRsed as a disaeility insuraRee 13redueer ey the eommissioner 13ursuaRt to cha13ter 17, 13arts 

13 1, 2, aRs 4 of this title or lieeRses as an insuraRee 13rodueer uRder 33 30 311 through 33 30 313; and 

14 (el a1313eiRted or authorized B'( the hoaltti maintenaRee orgaRizatioR to selieit health oare ser.,.iee 

15 agreements on its eehalf, 

16 (2) A1313lieation, a1313eiRtmeRt BAB qualifieatioR for a health maiRteRanee orgaRizatioR iRsuraRee 

17 wodueer lieense, fees a1313lieaele to and ttie issuaRee of a health maintenaRee organizatioR insuraRoe 

18 13rodueer lieeRse, ans reRewal of a health maiRteRaRee orgaRizatioR iRsuraRee 13roduoer lioense must ee in 

19 aeeerdaRee witti ttio 13ro.,.isi0Rs of etia13ter 17 ttiat a1313ly to a disaeility iRsuraRee 13redueer. 

20 (3) AR iRdividual, 13artnoFShi13, or eer13eFation 'NAO Aelds a disaeility iRsuraRee 13rodueer liceRse OR 

21 Oetol3or 1, 1 QB7, Read net reeiualify B'f an e11aminatioR to 13e lieenseEI as a health maintenanee er§aRizatioR 

22 insuraRoe 13rodueer. 

23 I 4) TAe eemmissiener may, in aeeerdaRee witA 33 1 313, 33 1 31 7, 33 1 7 411, a Rd CAa13ter 17, 

24 13art 10, sus13enEI, reYol~o, refuse to issue er renew a tiealtti maiRtenanee or§anization insuranee woElueer 

25 lioense, or im130s0 a fiRe u13on tAO lieeRsee. 

26 113) Tho pre•~isions ef tAis seetieR Ela Rot eiwmpt a health maiRteRaRee erganizatioR from material 

27 transaotien diselosure reauiremeRts uRder fseetioRs 78 through 81]. A health maintoRanee ergaRiza'lion 

28 must 13e eeRsidered aR iRsurer for the purposes of {sections 78 through 91 ]. " 

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 

2 provided in this chapter, the insurance or health service corporation laws do not apply to any health 

3 maintenance organization authorized to transact business under this chapter. This provision does not apply 

4 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service 

5 corporation laws of this state except with respect to its health maintenance organization activities 

6 authorized and regulated pursuant to this chapter. 

7 (2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

8 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

9 by health professionals. 

1 O (3) A health maintenance organization authorized under this chapter may not be considered to be 

11 practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

1 2 (4) The provisions of this chapter do not exempt a health maintenance organization from the 

13 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

14 (5) The provisions of this section do not exempt a health maintenance organization from material 

1 5 transaction disclosure requirements under [sections 78 through 81]. A health maintenance organization 

16 must be considered an insurer for the purposes of [sections 78 through 81)." 

17 

18 NEW SECTION. Section 75. Notice of right to return policy. Each INDIVIDUAL life or disability 

19 insurance policy, except a single-premium nonrenewable disability policy, issued for delivery in this state 

20 or issued after January 1, 1996, must contain a notice stating in substance that if the person to whom the 

21 policy is issued is not satisfied for any reason, the person may return the policy within 10 days of its 

22 delivery or a longer period if provided by the policy and have refunded directly to the person the premium 

23 paid. A policy returned pursuant to this section is void from the beginning. 

24 

25 NEW SECTION. Section 76. Reserve calculation -- indeterminate premium plans -- minimum 

26 standards for disability plans. (1) In the case of a plan of life insurance that provides for future premium 

27 determination, the amounts of which are to be determined by the insurer based on then estimates of future 

28 experience, or in the case of a plan of life insurance or annuity that is of such a nature that the minimum 

29 reserves cannot be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that 

30 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 

2 (b) be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529, 

3 as determined by rules promulgated by the commissioner. 

4 (2) The commissioner shall promulgate a rule containing the minimum standards applicable to the 

5 valuation of disability plans. 

6 

7 NEW SECTION. Section 77. Dating of insurance applications -- antedating prohibited. An 

8 application for issuance of an insurance policy may not be antedated by any person in order to obtain or 

9 provide coverage for losses or injuries incurred prior to the date of application. 

10 

11 NEW SECTION. Section 78. Short title. [Sections 78 through 81] may be cited as the "Disclosure 

12 of Material Transactions Act". 

13 

14 NEW SECTION. Section 79. Report. ( 1) An insurer domiciled in this state shall file a report with 

15 the commissioner disclosing material acquisitions and dispositions of assets or material nonrenewals, 

16 cancellations, or revisions of ceded reinsurance agreements unless the acquisitions and dispositions of 

1 7 assets or material nonrenewals, cancellations, or revisions have been submitted to the commissioner for 

18 review or approval or for information purposes pursuant to other provisions of the insurance code, laws, 

19 or regulations or other requirements. 

20 (2) The report required in subsection (1) is due within 15 days after the end of the calendar month 

21 in which any of the transactions in subsection ( 1) occur. 

22 (3) One complete copy of the report, including any exhibits or other attachments, must be filed 

23 with: 

24 (a) the insurance department of the state in which the insurer is domiciled; and 

25 (b) the national association of insurance commissioners. 

26 (4) All reports obtained by or disclosed to the commissioner pursuant to [sections 78 through 81] 

27 must be treated confidentially, may not be subject to subpoena, and may not be made public by the 

28 commissioner, the national association of insurance commissioners, or any other person, except to 

29 insurance departments of other states, without the prior consent of the insurer to which it pertains unless 

30 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 

2 commissioner may publish all or any part of the report in the manner the commissioner .chooses. 

3 

4 NEW SECTION. Section 80. Acquisitions and dispositions of assets. (1) Acquisitions or 

5 dispositions of assets that are not material are not required to be reported pursuant to [section 79] if the 

6 acquisitions or dispositions are not material. For purposes of [sections 78 through 81 L a material 

7 acquisition or the aggregate of any series of related acquisitions during any 30-day period or a disposition 

8 or the aggregate of any series of related dispositions during any 30-day period is one that is nonrecurring 

9 and not in the ordinary course of business and involves more than 5% of the reporting insurer's total 

1 O admitted assets as reported in its most recent statutory statement filed with the insurance department of 

11 the insurer's state of domicile. 

12 (2) Asset acquisitions subject to [sections 78 through 81] include every purchase, lease, exchange, 

13 merger, consolidation, succession, or other acquisition, other than the construction or development of real 

14 property, by or for the reporting insurer or the acquisition of materials for this purpose. 

15 (3) Asset dispositions subject to [sections 78 through 81] include each sale, lease, exchange, 

16 merger, consolidation, mortgage, hypothecation, assignment, whether for the benefit of creditors or 

17 otherwise, abandonment, destruction, or other disposition. 

18 (4) The following information is required to be disclosed in any report of a material acquisition or 

19 disposition of assets: 

20 (al the date of the transaction; 

21 (bl the manner of acquisition or disposition; 

22 le) the description of the assets involved; 

23 (d) the nature and amount of the consideration given or received; 

24 (e) the purpose or reason for the transaction; 

25 (fl the manner by which the amount of consideration was determined; 

26 (g) the gain or loss recognized or realized as a result of the transaction; and 

27 (hi the names of the persons from whom the assets were acquired or to whom they were disposed. 

28 (51 An insurer is required to report material acquisitions and dispositions on a nonconsolidated basis 

29 unless the insurer is part of a consolidated group of insurers that uses a pooling arrangement or 100% 

30 · reinsurance agreement that affects 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 pool. An insurer cedes substantially all 

2 of its direct and assumed business to a pool if the insurer has less than $1 million total direct plus assumed 

3 written premiums during a calendar year that are not subject to a pooling arrangement and the net income 

4 of the business not subject to the pooling arrangement represents less than 5% of the insurer's capital and 

5 surplus. 

6 

7 NEW SECTION. Section 81. Nonrenewals, cancellations, or revisions of ceded reinsurance 

8 agreements. (1) A nonrenewal, cancellation, or revision of a ceded reinsurance agreement need not 

9 be reported pursuant to [section 79] if the nonrenewal, cancellation, or revision is not material. For 

10 purposes of [sections 78 through 81], a material nonrenewal, cancellation, or revision is one that 

11 affects: 

1 2 (a) property and casualty business, including disability business written by a property and 

1 3 casualty insurer, so that: 

14 (i) more than 50% of the insurer's total ceded written premium is affected; or 

15 (ii) more than 50% of the insurer's total ceded indemnity and loss adjustment reserves are 

16 affected; 

17 (b) life, annuity, and disability business, so that more than 50% of the total reserve credit taken 

18 for business ceded, on an annualized basis, as indicated in the insurer's most recent annual statement 

1 9 is affected; 

20 (c) either property and casualty or life, annuity, and disability business and causes either of the 

21 following events that constitutes a material revision that must be reported: 

22 (i) an authorized reinsurer representing more than 10% of a total cession is replaced by one 

23 or more unauthorized reinsurers; or 

24 (ii) previously established collateral requirements have been reduced or waived as respects one 

25 or more unauthorized reinsurers representing collectively more than 10% of a total cession. 

26 (2) However, a filing is not required if: 

27 (a) with respect to property and casualty business, including disability business written by a 

28 property and casualty insurer, the insurer's total ceded written premium represents, on an annualized 

29 basis, less than 10% of its total written premium for direct and assumed business; or 

30 (b) with respect to life, annuity, and disability business, the total reserve credit taken for 
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business ceded represents, on an annualized basis, less than 10% of the statutory reserve requirement 

2 prior to any cession. 

3 (3) The following information is required to be disclosed in any report of a material nonrenewal, 

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 (di if applicable, the identity of the replacement reinsurers. 

9 (4) Insurers are required to report all material nonrenewals, cancellations, or revisions of ceded 

10 reinsurance agreements on a nonconsolidated basis unless the insurer is part of a consolidated group 

11 of insurers that uses a pooling 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. An insurer 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 

19 referred to as "The Risk-Based Capital For Insurers Act". 

20 

21 NEW SECTION. Section 83. Definitions. As used in [sections 82 through 94], the following 

22 definitions apply: 

23 (1) "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner 

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 13) "Domestic insurer" means any insurance company domiciled in this state. 

28 (4) "Foreign insurer" means any insurance company licensed to do business in this state under 

29 33-2-116 but not domiciled in this state. 

30 (5) "Life or disability insurer" means: 
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(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 (6l "NAIC" means the national association of insurance commissioners. 

6 (7l "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 RSC 

8 instructions. 

9 (8l (al "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 33-1-206. 

12 (b) The term does not include monoline mortgage guaranty insurers, financial guaranty insurers, 

13 and title insurers. 

14 (9) "RSC instructions" means the RSC report including risk-based capital instructions adopted 

15 by the NAIC, as the RSC instructions may be amended by the NAIC from time to time in accordance 

16 with the procedures adopted by the NAIC. 

17 (1 0l "RSC level" means an insurer's authorized control level RSC, company action level RSC, 

18 mandatory control level RSC, or regulatory action level RSC, where: 

19 (al "authorized control level RBC" means the number determined under the risk-based capital 

20 formula in accordance with the RBC instructions; 

21 (bl "company action level RSC" means, with respect to any insurer, the product of 2 and its 

22 authorized control level RSC; 

23 (cl "mandatory control level RSC" means the product of 0. 70 and the authorized control level 

24 RSC; and 

25 (dl "regulatory action level RSC" means the product of 1.5 and its authorized control level RSC. 

26 (11) "RSC plan" means a comprehensive financial plan containing the elements specified in 

27 [section 85(2)]. If the commissioner rejects the RSC plan and it is revised by the insurer, with or 

28 without the commissioner's recommendation, the plan must be called a revised RBC plan. 

29 (121 "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 RSC instructions may provide. 

HB0556.02 

4 NEW SECTION. Section 84. RBC reports. (1) Each domestic insurer shall, 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 

9 (b) with the insurance commissioner in any state in which the insurer is authorized to do 

10 business if that insurance commissioner has notified the insurer of the request in writing, in which case 

11 the insurer shall file its RSC report not later than the later of: 

12 (i) 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 RSC 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 

21 (d) all other business risks and other relevant risks as are set forth in the RSC 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 RSC must be determined in accordance with the formula 

24 set forth in 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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(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 

1 0 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: 

15 (al 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 (ii) for a life or disability insurer, the insurer has total adjusted capital that is greater than or 

1 9 equal to its company action level RBC but less than the product of its authorized control level RBC and 

20 2.5 and that has a negative trend; 

21 (bl 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: 

26 (a) identify the conditions that contribute to the company action level event; 

27 (bl 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 financial results in the current year and at least the next 

30 . 4 years, both in the absence of proposed 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 for each major line of 

3 business and separately identify each significant income, expense, and benefit component. 

4 (dl identify the key assumptions impacting the insurer's projections and the sensitivity of the 

5 projections to the assumptions; and 

6 le) 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 

8 exposure to risk, mix of business, and use of reinsurance, if any, in each case. 

9 13) The RBC plan must be submitted: 

1 0 (al within 45 days of the company action level event; or 

11 lb) if the insurer challenges an adjusted RBC report pursuant to [section 89], within 45 days 

12 after notification to the insurer that the commissioner has, after a hearing, rejected the insurer's 

13 challenge. 

14 14) 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. If 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 lb) if the insurer challenges the notification from the commissioner under [section 891, within 

24 45 days after a notification to the insurer that the commissioner has, after a hearing, rejected the 

25 insurer's challenge. 

26 (5) In the event of a notification by the commissioner 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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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 (al the state has an RBC provision substantially similar to [section 90( 1 ll; 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 plan in that state 

6 by the later of: 

7 (il 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 challenge the adjusted RBC report under [section 

18 891 or the commissioner rejects the insurer's challenge; 

19 (c) 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 (il the RBC plan or revised RSC 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 (fl if, pursuant to [section 89), the insurer challenges a determination by the commissioner, the 

30 notification by the commissioner to the insurer that the commissioner has, after a hearing, rejected the 
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challenge; 

2 (g) notification by the commissioner to the insurer that the insurer has failed to adhere to its 

3 RBC plan or revised RBC plan, but only if the failure has a substantial adverse effect on the ability of 

4 the insurer to eliminate the company action level event in accordance with its RBC plan or revised RBC 

5 plan and the commissioner has so stated in the notification and if the insurer has not challenged the 

6 determination under [section 89] or the commissioner has not rejected the insurer's challenge. 

7 (2) In the event of a regulatory action level event, the commissioner shall: 

8 (a) require the insurer to prepare and submit an RBC plan or, if applicable, a revised RBC plan; 

9 (b) perform an examination or analysis as the commissioner considers necessary of the assets, 

10 liabilities, and operations of the insurer including a review of its RBC plan or revised RBC plan; and 

11 (c) subsequent to the examination or analysis, issue a corrective order specifying corrective 

12 actions that the commissioner determines are required. 

13 (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 89] and the challenge 

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 le) 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 14) The commissioner may retain actuaries and investment experts and other consultants that 

26 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 

2 event" means any of the following events: 

3 (al the filing of an RBC report by the insurer that indicates that the insurer's total adjusted 

4 capital is greater than or equal to its mandatory control level RBC but less than its authorized control 

5 level RBC; 

6 (b) the notification by the commissioner to the insurer of an adjusted RBC report that indicates 

7 the event in subsection ( 1 )(a) if the insurer does not challenge the adjusted RBC report under [section 

8 89] or the commissioner rejects the insurer's challenge; 

9 (c) the failure of the insurer to respond, in a manner satisfactory to the commissioner, to a 

1 O 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 failure 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 shall: 

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 to cause the insurer to be 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 grounds for 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 level event. (1) "Mandatory control level 

30 event" means any of the following events: 
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la) the filing of an RBC report that indicates that the insurer's total adjusted capital is less than 

2 its mandatory control level RBC; 

3 (bl notification by the commissioner to the insurer of an adjusted RBC report that indicates the 

4 event in subsection I1 l(a) if the insurer does not challenge the adjusted RBC report under [section 89] 

5 or the commissioner rejects the insurer's challenge. 

6 I 2) In the event of a mandatory control level event: 

7 la) with respect to a life insurer, the commissioner shall take the actions that are necessary to 

8 place the insurer under regulatory control under Title 33, chapter 2, part 13. In that event, the 

9 mandatory control level event must be considered sufficient grounds for the commissioner to take 

10 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 

1 2 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 (bl 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 1 3, 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 entitled 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. 11 I An insurer has the right to a hearing 
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before the department upon notification by the commissioner: 

2 (a) of an adjusted RBC report or unsatisfactory RBC plan or revised RBC plan that constitutes 

3 a regulatory action level event with respect to the insurer; 

4 (b) that the insurer has failed to adhere to its RBC plan or revised RBC plan and that the failure 

5 has a substantial adverse effect on the ability of the insurer to eliminate the company action level event 

6 with respect to the insurer in accordance with its RBC plan or revised RBC plan; or 

7 (c) of a corrective order with respect to the insurer. 

8 (2) The insurer shall notify the commissioner of its request for a hearing within 5 days after 

9 the notification by the commissioner under subsection (1). Upon receipt of the insurer's request for 

1 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. 

12 

13 NEW SECTION. 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 

16 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 commissioner 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 other 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 laws 

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 regulatory 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 941, 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 before 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, 

2 representation, or statement with regard to the RBC levels of any insurer or of any component derived 

3 in the calculation that is by any insurer, producer, or other person engaged in any manner in the 

4 insurance business would be misleading and is prohibited. However, if any materially false statement 

5 with respect to the comparison regarding an insurer's total adjusted capital to its RBC levels or an 

6 inappropriate comparison of any other amount to the insurer's RBC levels is published in any written 

7 publication and the insurer is able to demonstrate to the commissioner, with substantial proof, the 

8 falsity of the statement or the inappropriateness, as the case may be, the insurer may publish an 

9 announcement in a written publication if the sole purpose of the announcement is to rebut the 

10 materially false statement. 

11 (3) It is the further intent of the legislature that the RBC instructions, RBC reports, adjusted 

12 RBC reports, RBC plans, anr ·,wised 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 

1 5 any rate proceeding or used by the commissioner to calculate or derive any elements of an appropriate 

16 premium level or rate of return for any line of insurance that an insurer or any affiliate is authorized to 

17 write. 

18 

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 82 through 94] any 

26 domestic property and casualty insurer that: 

27 (a) writes direct business only in this state; 

28 (bl 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) 1 5 days after the request is received by the foreign insurer. 

7 (2) A foreign insurer shall, at the written request of the 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 level event, regulatory action level event, or authorized 

1 O 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 94 I, 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 851, 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 

1 7 insurer to cease and desist from writing new insurance business in this state. 

18 (4) In the event of a mandatory control level event with respect to any foreign insurer, if a 

19 domiciliary receiver has not been appointed with respect to the foreign insurer under the rehabilitation 

20 and liquidation 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 liquidation -: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 94]. 

30 (b) In the event of a regulatory action level event under [section 86(1 )(a), (1 )(b), or (1 l(c)], the 
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1 commissioner shall take the actions required under [section 86(2)]. 

2 (cl In the event of a regulatory action level event under [section 86( 1 ){dl, ( 1 l (el, 11 )(fl, or 

3 (1 )(g)] or an authorized control level event, the commissioner shall take the actions required under 

4 [section 8612) and 13)] with respect to the insurer. 

5 (4) In the event of a mandatory control level event with respect to an insurer, the commissioner 

6 shall take the actions required under [section 881. 

7 

8 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 

1 O 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 l (al 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 health benefit plans. One plan must be a basic health benefit plan, and one plan must be 

16 a standard health benefit plan. 

17 (bl Ii) A small employer 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 Iii) 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 at least one basic health benefit plan and at least one standard health benefit plan in each established 

24 class of business. A small employer carrier may apply reasonable criteria in determining whether to 

25 accept a small employer into a class of business, provided that: 

26 (Al 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 (Cl 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 action level event under [section 86(1 )(d), (1 )(e), (1 )(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 (21 In the 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 94. Notices. All notices by the commissioner to an insurer that may 

9 result in regulatory action are effective on dispatch if tra 1smitted by certified mail or, in the case of any 

1 O 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 I (a) As a condition of transacting 

14 business in this state with small employers, each small 1?mployer carrier shall offer to small employers 

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 (bl (i) A small employer 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 (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 at least one basic health benefit plan and at least one st,mdard 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 (Bl the criteria are not related to the health statu; or claims experience of the small employers' 

29 employees; 

30 IC) 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 (iii) The provisions at subsection (1 )(b)(ii) may not be applied to a class at 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 at 

7 the basic health benefit plan and the standard health benefit plan developed pursuant to 33-22-1812, 

8 provided that it 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) (a) A small employer carrier shall, pursuant to 33-1-501, file the basic health benefit plans 

11 and the standard health benefit plans to be used by the small employer 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. 

1 5 (3) Health benefit plans covering sr:nall 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 tor 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 it 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 health 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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1 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 (ii) 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 (el (il If a small employer carrier offers coverage to a small 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 (3IIc). 

11 (ii) A small employer carrier may not modify a basic c,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 (41 (a) A small employer carrier may not be required to offer coverage or accept applications 

16 pursuant to subsection ( 11 in the case of the following: 

17 (ii to a small employer when the small employer is not physically located in the carrier's 

18 established geographic service area; 

19 (ii) to an employee when the employee does not work or reside within the carrier's established 

20 geographic service area; or 

21 (iii) 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 1:he members of a group because of its 

24 obligations to existing group policyholders and enrollees. 

25 (bl A small employer carrier may not be required to provide coverage to small employers 

26 pursuant to subsection (1 l for any period of time for which the commissioner determines that requiring 

27 the acceptance of small employers in accordance with the pmvisions of subsection ( 1 I 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: 
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"33-1-413. Examination expense -- lien. ( 1) Upon presentation of a detailed account of Slffifl 

2 charges and expenses by the commissioner or pursuant to l=ti5 the commissioner's written authorization, 

3 each person se examined, other than as-t& examinations pursuant to 33-1-402, shall pay the actual 

4 travel expenses, a reasonable living expense allowance, and a per diem as compensation of examiners 

5 as necessarily incurred on account of the examination, all at reasonable rates eusternary tRerefer aAa 

6 as established or adopted by the commissioner. SueR aA An account may be se presented periodically 

7 during the course of the examination or at the termination of the examination as the commissioner 

8 eeeff\& considers proper. Ne 8. person 5ft8H may not pay and fie an examiner~ may not accept any 

9 additional emolument on account of aA~· sueR an examination. 

10 (2) The commissioner shall pay to the state treasurer to the credit of tho §8Aeral state special 

11 revenue fund all rneAe·;s money received pursuant to subsection { 1) aBe-Ye. 

12 (3) If a Ry suoR ~ person fails to pay the charges and expenses, as referred to in subsection ( 1) 

13 aBe-Ye, tRey sRall the charges and expenses must be paid out of the funds of the commissioner in the 

14 same manner as other disbursements of~ the funds. The amount se paid sRall ee ~ a first lien upon 

15 all of the assets and property in this state of ~ 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 [section 75]. 

24 (2) [Section 761 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 771 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 811 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 941 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]. 

2 

HB0556.02 

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 or more of 

5 its applications, the part remains in effect in all valid applic:ations that are severable from the invalid 

6 applications. 

7 

8 NEW SECTION. SECTION 100. EFFECTIVE DATE~i. (1 l [SECTION 31 AND THIS SECTION) 

9 ARE EFFECTIVE ON PASSAGE AND APPROVAL. 

10 (2) [SECTIONS 1 TI-IROUGI-I ao AMO a2 TI-IRO'c'GI-I 98! ARE EXCEPT AS PROVIDED IN 

11 SUBSECTION ( 1 l. (THIS ACT] IS EFFECTIVE OCTOBER 1, 1995. 

12 -END-
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