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HOUSE BILL NO. 131
INTRODUCED BY SIMON
BY REQUEST OF THE STATE AUDBITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDING A STATUTE OF LIMITATIONS FOR
ACTIONS BROUGHT BY THE COMMISSIONER OF INSURANCE; PROVIDING PENALTIES FOR
MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRING THAT CREDIT LIFE AND DISABILITY
INSURANCE APPLICATIONS BE SIGNEDBY THE INSURANCE PRODUCER EFFECTING THE SALE; DEFINING
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"SERVICE CONTRACT INSURANCE"; AMENDING SECTIONS 18-8-103, 33-2-307, 33-2-317, 33-2-514,
11 33-2-517, 33-2-537, 33-2-704, 33-2-808, 33.-2-1 359, 33-2-1902, 33-3-303, 33-3-307, 33-4-202,
12 33-4-203, 33-4-204, 33-4-313, 33-4-3174, 33-56-402, 33-10-202, 33-15-1106, 33-16-1027, 33-17-102,
13 33-17-212, 33-17-301, 33-17-1203, 33-1B-210, 33-18-301, 33-20-101, 33-22-107, 33-22-508,
14  33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820, 33-22-1828, 33-30-102,
15  33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS 33-2-515, 33-2-536,
16 33-2-721,33-2-722,33-2-723,33-4-404,33-4-409,33-22-1201,33-22-1202,33-22-1203,33-22-1204,
17  AND 33-22-1205, MCA."

19  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

20

21 Saction 1. Section 18-8-103, MCA, is amended to read:

22 "18-8-103. Exemptions. This part does not apply to employment of:

23 {1) registered professional engineers, surveyors, real estate appraisers, or registered architects;
24 (2) physicians, dentists, or other medical, dental, or health care providers;

25 (3} expert witnesses hired for use in litigation, hearings officers hired in rulemaking and contested

26 case proceedings under the Montana Administrative Procedure Act, or atterneys as specified by executive
27 order of the governor;
28 {(4) consulting actuaries to the public retirement boards, ef the state compensation insurance fund,

29 or the commissioner of insurance;

30 {5) private consultants employed by the student associations of the university system with money
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raised from student activity fees designated for use by those student associations; or

(B) private consultants employed by the Montana state lottery."

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

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

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

{b) is qualified under one of the following subsections:

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

{A} the minimum capitai and surplus reguirements of 33-2-109 and 33-2-110; or

(B) $7 million. An insurer possessing less than 48 $7 million capital and surplus may satisfy the
requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The
commissioner’s finding must be based upon such factors as quality of management, capital, and surplus
of a parent company; company underwriting profit and investment income trends; and company record and
reputation within the industry. The commissioner may not make an affirmative finding of acceptability when
the surplus lines insurer’s capital and surplus is less than $68 $7 million.

{ii} in the case of Lloyd’s or another similar group including incorporated and unincorporated alien
insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of
capital and surplus for all policyholders and creditors in the United States of each member of the group.
The incorporated members of the group may not engage in any business other than underwriting as a
member of the group and must be subject to the same level of solvency regulation and control by the
groups of domiciliary regulaters as are the unincorporated members. The trust must comply with the terms
and conditions established in subsection {1){b){iv} for alien insurers.

(i) in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial equivalent, of not less than $15 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder,
each individual syndicate shail maintain minimum capital and surplus, or their substantial equivalent, of not
less than $1.5 million. if the insurance exchange does not maintain funds for the protection of each
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insurance exchange policyhoider, each individual syndicate shall meet the minimum capital and surplus
requirements of subsection (1)}(b}Hi).

{ivl in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust
fund in either a national bank or a member of the federal reserve system, in an amount not less than $1.5
million, for the protection of all its policyholders in the United States and the trust fund consists of cash,
securities, or letters of credit or of investments of substantially the same character and quality as those
which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus
or its equivalent, must have an expiration date that rnay not at any time be less than b years. In addition,
the alien insurer must appear on the national association of insurance commissioners’ Non-Admitted
insurers Quarterly Listing.

(¢} has provided the commissioner a copy of its current annual statement, certified by the insurer
re not more than 6 months after the close ¢f the period reported upon, or quarterly if considered necessary
by the commissioner, and which is either:

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

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

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

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

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

{i} is in unsound financial condition;

{ii} is no longer eligible under subsections {1) through {3};
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{iii} has willfully violated the laws of this state; or

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

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

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

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

{b) "Surplus", as used in the financiai requirements of this section, means funds over and above

liabilities and capital of the insurer for the protection of palicyholders.”

Section 3. Section 33-2-317, MCA, is amended to read:

*33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the
following kinds of insurance when placed by a licensed insurance producer of this state:

{1) wet marine apd-transportation-tRsuranees insurance;

(2) insurance on subjects located, residing, or to be performed wholly outside of this state or on
vehicles or aircraft owned and principally garaged outside this state;

{3) insurance on property or operations of railroads engaged in interstate commerce; and

{4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in
scheduled interstate flight or cargo of the aircraft or against liability, other than workers’ compensation and

empioyers’ liahility, arising out of the ownership, maintenance, or use of the aircraft.”

Section 4. Section 33-2-614, MCA, is amended to read:
"33-2-514. Reserve for disability insurance. (1} For all disability insurance policies, the insurer

shall maintain an active life reserve whish-shall-plase that places a sound value on its liabilities under sueh

the policies and that may not be #et less than

unearned premiums for sueh the policies.

{2) The commissioner _may promulgate rules to define additional standards for reserve

requirements."”
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Section 5. Section 33-2-517, MCA, is amended to read:

"33-2-517. Title insurance reserves. (1) In addition to an adequate reserve as to outstanding
losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium
reserve of not less than an amount computed as follows:

{a) Ten percent of the total amount of the risk premiums written in the calendar year for title

insurance contracts shall must be assigned originally to the reserve.

{b) During each of the 20 years next following the year in which the title insurance contract was
issued, the reserve applicable to the contract shal must be reduced by 5% of the original amount of sueh
the reserve.

{2} The reserve sums hereir required to-bereserved by subsection {1) for unearned premiums on

contracts of title insurance skall must at all times and for al! purposes be considered and constitute
unearned portions of the original premiums and shal must be held in trust for the benetit of policyholders.
{3) The reduction of the unearned premium reserve required by subsection (1){b) e+thissesction

shal must be made for all title insurance contracts issued after December 31, 1958, with respect to which

10% of the risk premiums have been assigned to the reserve pursuant to subsection (1)(a) efthissectien.

Pecember-31--1946- If the insurer has not reduced the amount of its unearned premium reserves pursuant

to_subsection (1){b) for a previous year or years, the insurer shall make the reduction for the prior year or

years in its next accounting year."

Saction 6. Section 33-2-537, MCA, is amended to read:

"33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability
plans. {1) In the caze of a plan of life insurance that provides for future premium determination, the
amounts of which are to be determined by the insurer based on then estimates of future experience, or in
the case of a plan of life insurance or annuity that is of sueh a nature that the minimum reserves cannot
be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under

the plan must:
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(a) be appropriate in relation to the benefits and the pattern of premiums for that plan; and

(b} be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529;

{2) The commissioner shall may promulgate a rule containing the minimum standards applicable

to the valuation of disability plans.”

Section 7. Section 33-2-704, MCA, is amended to read:

"33-2-704. Insured lives reporting requirement. On or before February—16 March 1 of each year,
each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the
number of Montana residents insured on February 1 under any policy of individual or group disability

insurance, including excess of loss or stop loss insurance policies covering disability insurance."

Section 8. Section 33-2-806, MCA, is amended to read:

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

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

(2} Aninsurer may not invest in or hold at any one time moare than 10% of the outstanding voting
stock of any corporation, except with the consent of the commissioner given with respect to voting rights
of preference stock during defauit of dividends. This provision does not apply as to stock of a
whelly-ownred wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under
33-2-821.

{3} Aninsurer, other than title insurer, shall invest and maintain invested funds not less in amount

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

kinds of insurance, only in cash and the securities provided for uwhder—the—felowing—sestions: in
33-2-811(1), 33-2-812, and 33-2-B30. '

(4} A life insurer shall also invest and keep invested its funds in an amount not less than the
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reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, in securities, in both cash and securities, or in investments provided for uhdes in 33-2-631.

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

(6) Except with the commissioner's consent, an A insurer may not invest and have invested at

any ane time in aggregate amount more than 15% of its assets in all stocks upder provided for in 33-2-820
and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes
of this provision must be based on the cost of the ctocks to the insurer. This provision does not apply as
to stock of a controlled or subsidiary insurance corporation or other corporations wader provided for in
33-2-821 and 33-2-822.

(7} Except with the commissioner's consent, an insurer may nat have invested at any on-e time

maore than 5% of its assets in securities allowed urder in 33-2-824. Money market funds, as defined by

the commissioner by rule, are exempt from the 5% limitation of this subsection.

(8) Except with the commissioner’s consent, an insurer may not have invested at any one time
more than 10% of its assets in the class of securities described in any-ene-ofthefellowingsections:
33-2-814, 33-2-819, and 33-2-823.

{9) Limits aste of investments in the-eategory-of real estate shaH must be as provided in 33-2-832.

Other specific limits apply as stated in the sections dealing with other respective kinds of investments.”

Section 9. Section 33-2-1359, MCA, is amended to read:

"33-2-1359. Setoffs and counterclaims. (1) Mutual debts or mutual credits between the insurer
and another person in connection with any action or proceeding under this part shall must be set off and
the balance only shat—be aliowed or paid, except as provided in subseetior—2}—and 33-2-1362 and

subsection {2) of this section.

(2) Ne A setoff or counterclaim may not be allowed in favor of any person when:
(a) the obligation of the insurer to the person would not at the date of the filing of a petition for
liquidation entitle the person to share as a claimant in the assets of the insurer;

{b} the obligation of the insurer to the person was purchased by or transferred to the person with

a view to its being used as a setoff; or
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{c) the obligation of the person is to pay an assessment levied against the members or subscribers
of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other

way in the nature of a capital contribution. ief

Section 10. Section 33-2-1902, MCA, is amended to read:

"33-2-1902. Definitions. As used in this part, the following definitions apply:

{1} "Adjusted RBC report” means an RBC report that has been adjusted by the commissioner in
accordance with 33-2-1903(5).

(2) "Corrective order” means an order issued by the commissioner specifying corrective actions
that the commissioner has determined are required. '

{3) "Domestic insurer" means any insurance company domiciled in this state.

{(4) "Foreign insurer" means any insurance company licensed to do business in this state under
33-2-116 but not domiciled in this state.

(5) "Life or disabiiity insurer" means:

(a) any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of disability insurance, as described in 33-1-207, or life insurance, as described in 33-1-208; oF

{b) alicensed property and casualty insurer writing only disability insurance; or

{c) any insurer engaged solely in the bysiness of reinsurance of life or disability contracts.

(6) "NAIC" means the national association of insurance commissioners.

{7) "Negative trend” means, with respect to a life or health insurer, a negative trend over a period
of time, as determined in accordance with the trend test calcufation included in the RBC instructions.

{8} {a) "Property and casualty insurer" means :

{i} any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of property insurance, as described in 33-1-210, or casualty insurance, as described in 33-1-206;

ii) any insurance company engaged solely in the business of reinsurance of property and casualt
contracts; or

iii} any insurance company _engaged in the business of surety and marine insurance.

{b) The term does not include monoline mortgage guaranty insurers, financial guaranty insurers,

and title insurers.

{L islative
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{9) "RBC instructions” means the RBC report, including risk-based capital instructions adopted by
the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the
procedures adopted by the NAIC.

{10} "RBC level” means an insurer’'s authorized control level RBC, company action level RBC,
mandatory control level RBC, or regulatory action level RBC, where:

(a) "authorized control level RBC" means the number determined under the risk-based capital
formula in accordance with the RBC instructions;

(b) "company action level RBC" means, with respect to any insurer, the product of 2 and its
authorized controi level RBC;

{c} "mandatory controi ievel RBC" means the product of 0.70 and the authorized control level RBC;
and

{d) "regulatory action level RBC" means the product of 1.5 and its authorized control level RBC.

{11) "RBC plan" means a comprehensive financial plan containing the elements specified in
33-2-1904(2}. If the commissioner rejects the RBC plan and it is revised by the insurer, with or without the
commissioner’'s recommendation, the plan must be called a revised RBC plan.

(12} "RBC report” means the report required in 33-2-1903.

{13) "Total adjusted capital" means the sum of:

(a) an insurer’s statutory capital and surplus; and

{b) other items, it any, as the RBC instructions may provide."

Section 11. Section 33-3-303, MCA, is amended to read:

"33-3-303. Meetings of stockholders or members. (1) Meetings of stockholders or members of
a domestic insurer shall must be held in the city or town of its principal office or place of business in this
state.

(2) Ne A meeting of stockholders or members shat may not amend the insurer’s articles of
incarparation unless the proposal se to amend was included in the notice of the meeting.

(3) Except with the commissioner’s consent, each Eaeh-insurer shall, during the first 6 months of

each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or
occurring in the beard of directors, must receive and shall consider reports of the insurer’s officers as to

its affairs, and shall transact sush other business as—+aay properily be brought before it. Not less than 20
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days’ notice shall must be given of sueh the meeting in the manner provided in the bylaws, except where
when notice of the annual meeting of a mutual insurer is contained in its policies.
{4) Special meetings of the stockhalders or members may be called at any time for any purpose

by the board of directors upon not less than 10 days’ notice, with notice given as provided in the byiaws.

The notice shak must state the purpose of the meeting, and se business for which notice was not given

may not shalt be transacted at the meeting ef-which-retiee-wasret-so-given.

(56) If more than 15 months are allowed to elapse without an annual stockholders’ or members’

meeting being held, any stockhoider or member may call sueh-a for an annual meeting to be heid. At any
time, upon written request of any director or of any stockholders or members holding in the aggregate
one-fifth of the voting power of all stockholders or members, it shat-be is the duty of the secretary to call
a special meeting of stockholders or members to be held at sueh the time as that the secretary may fix, not
less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue sueh a call, -
the director, stockholders, or members making the request may do so.

(6) A stockholders’ or members’ meeting duly held easr may be organized for the transaction of
business whenever a quorum is present. Except as otherwise provided by law or the articles of
incorporation:

(a} the presence, in person or by proxy, of the holders of a majority of the voting power of all
stockholders or of all members shall-eenstitute constitutes a quorum;

(b) the stockholders or members present at a duly organized meeting ean may continue to do
business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave
less than a quorum;

{c) if any necessary officer fails to attend sueh a meeting, any stockholder or member present may
be elected to act temporarily in lieu of ary-sueh the absent officer;

(d) if a meeting cannot be erganized held because a quorum has-pet-attended is not present, those
present may adjourn the meeting to sueh a time as that they may determine, but in the case of any meeting
called for the election of any director, the adjournment must be to the next day and those who attend the
second efsuch-adieurned-meetings meeting, although less than a quorum as fixed in this section or in the

articles of incorporation, shal-nevertheless constitute a quorum for the purpose of electing any director;

and
{e) an annual or special meeting of stockholders or members may be adjourned to another date
{ Legislative
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without new notice being given."

Section 12. Section 33-3-307, MCA, is amended to read:
“33-3-3¢7. Bond of officers. (1) The president, secretary, and treasurer of every each mutual
insurer or stock insurer shall each file with the commissioner and theteatter maintain in force so long as he

that individual is suek an officer a fidelity bond in thesum-o£$40-000 an amount set by the commissioner

by rule and issued by an authorized corporate surety in favor of the insurer. The commissioner shall

consider the insurer’'s exposure, total assets, and total income in determining the bond amount. In lieu of

individual bonds, al-sueh officers may be covered urnder a blanket bond for the same respective amounts;,
and-whieh The blanket bond shalikewise must be filed with the commissioner.

(2) The premium for the bond shal must be payable by the insurer.

(3) Me-sueh A bond shak is not be subject to cancellation except upon written notice to both the
insurer and the commissioner, delivered not less than 30 days in advance of the effective date of sueh the
cancellation.

{4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in
any way responsible for the handling of the funds of the insurer.

{b} This section shalt may not be deemed considered to limit the amount of bonded protection

whieh that the insurer may carry as to any officer.”

Section 13. Section 33-4-202, MCA, is amended to read:

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

{a) a declaration of their intention to form the corporation signed by at least 100 incorparators if
a proposed state mutual insurer or by at least 25 incorporators if a proposed county mutual insurer; and

(b} four copies of proposed articles of incorporation executed irtripteate by three or more of the

incorporators, &

oi-conveyance—ofreal-preperty The signatures of the incorporators must be notarized.

{2) The articles of incorporation must state:

{a) the name of the corporation. If a state mutual insurer, the words "farm mutual™ must be a part

[Legislative
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of the name; if a county mutual insurer, the name must contain the words "farm mutual” or "rural mutua!”
together with the name of the county in which its principal place of business is to be located. The name
may not be so similar to one atready used by a corparation in this state as to be misleading.

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

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

{d} the objects and purposes for which the corporation is formed;

{e) whether it the insurer intends to transact business on the cash premium plan or the assessment
plan;

(f} the duration of #s the corporation’s existence, which may be perpetual;

{g) the number of its directors, which may not be less than 5 or more than 11, and the names and
addresses of the members of the initial board of directors appoeinted to manage the affairs of the corporation
until the first annual meeting of the members ard at which time successors are elected and qualified;

{R) other provisions, not inconsistent with law, considered appropriate by the incorporators;

(i) the names, residences, and addresses of the incorporators and the value of their property to be
insured in the county or counties where the operations of the corporation are to be earried-er transacted.

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

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

Section 14, Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articies -- commencement of carporate existence. (1} If the commissicner
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 commissioner
shall make a certificate of the facts.

{2} If the commissioner considers the name of the proposed corporation to be so similar to one
already appropriated by another company or corporation as to be likely to mislead the public, the
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 commissioner, the
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commissioner shall endorse the eemmissioners approval upon each set of the articles and forward three
four 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 carporation 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 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 15. Section 33-4-204, MCA, is amended to read:

"33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its
members present at any annual meeting or at any special meeting ef-rembers called for that purpose,
amend its articles of incorporation to extend its corporate duration or # any gther particular within the
scope of this chapter by causing amended articles to be filed in the same form and manner as required for

original articles of incorporation. The commissioner shall review the amended articles for compliance with

this title. The amended articles of incorporation sha#t may be signed only by the president and secretary of
the corporation and attested by the corporate seal. Notice of the proposed amendment skhalk must be

contained in the notice givena of ary-sueh the annual or special meeting.”

Section 16, Section 33-4-313, MCA, is amendad to read:
"33-4-313. Annual statement —repert—ifiling. {H The president and secretary of ewery each
insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal therete

to, and file with the commissioner, on forms as prescribed and furnished by him the commissioner, an

annual statement for the preceding calendar year showing the condition of sueh the insurer as af December
31 of sueh the preceding year and sxhibiting the following facts:

+a+(1] the names of the president and secretary;

{b}{2) the date of the annual meeting;

{e}(3} the amount of insurance in force;

{e}{4) the number of members;
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+e}(b} the number of assessments made during the year;

#{6) the amount paid in losses during the year;

{¢H7) the amount of the losses claimed and not paid, with the reason for nonpayment;

h}{8) the number of members withdrawn, suspended, and expelled during the year;

#{9) the number of new members admitted during the year;

#{10} the expenses during the year;

#4(11) the amount of money on hand;

#{12) the amount and character of the insurer’s assets;

{m}H13) the amount of the insurer’s liabilities, including any reserves required to be established
under this chapter; and

{n{14) sueh other information concerning the insurer’s affairs as that the commissioner may

reasonably reguire.

Section 17. Section 33-4-314, MCA, is amended to read:

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. (1) Ne A report,
statement, or return of any nature shal may not be required of any farm mutual insurer other than those
required by 33-4-313.

(2) The commissioner may:

{a} suspend or revoke the certificate of authority of any insurer failing to file its annual statement
as required; or

(b} impose a fine of up to $100 a day for each day that an insurer is late in filing its annual

statement, with the aggregate penalty not to exceed $1,000."

Section 18. Section 33-5-402, MCA, is amended to read:
"33-5-402. Contributions to insurer. The attorney or other parties may advance to a domestic

reciprocal insurer upon reasonable terms sueh funds as that it may require from time to time in its

operations. Sums se advanced shall may not be treated as a liability of the insurer, and—exeept Except upon
EL islative
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liquidation of the insurer,

surplus-r-exeess-of-Hs-minimum-required-surplus during any calendar vear, the total of withdrawals and

repayments of the advanced sums may not exceed the lesser of the insured’s realized earned surplus or

10% of the sums advanced as of the previous December 31. Ne-sueh A withdrawal or repayment shall may

not be made without the advance approval of the commissioner. This section does not apply to bank loans

or to loans for which security is given.”

Section 19. Section 33-10-202, MCA, is amended to read:

"33-10-202. Definitions. As used in this part, the following definitions apply:

{1} "Account” means any of the three accounts created under 33-10-203.

{2} "Association" means the Montana life and health insurance guaranty association created under
33-10-203.

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

{4) "Covered policy" means any policy or contract within the scope ot this part under subsectiens
33-10-201(4) through ({6} 833-10-204,

{5} "Impaired insurer” means:

{a} an insurer whieh-afterduly-1—1874 that becomes insolvent and is placed under a final order
of liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or

(b) aninsurer considered by the commissioner afterJuly+—+874- to be unabile or potentially unable
to fulfill its contractual obligations.

(6) (a) "Member insurer" means any insurer that is licensed or that holds a certificate of authority
to transact any kind of insurance in this state for which coverage is provided under 33-2-20% 33-10-201
and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended,
revoked, not renewed, or voluntarily withdrawn.

{b) The term does not include:

{i} a heaith service corporation;

(i) a health maintenance organization;

(iii) a fraternal benefit society;

{iv) a mandatory state pooling plan;

(vi a mutual assessment company or any entity that operates on an assessment basis;

Legisiative
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{vi) an insurance exchange; or

{vii) an entity similar to any of the entities listed in subsections (6)(b}{i} through {6)(b}(vi).

(7} "Person" means any individual, corparation, partnership, association, or voluntary organization.

(8) (a) "Premiums” means direct gross insurance premiums and annuity considerations written an
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyholders on the direct business.

{b) “Reerisms—do The term does not include premiums and considerations on contracts between
insurers and reinsurers.

(e) As used in 33-10-227, Zpremiums™ premiums are those for the calendar year preceding the
determination of impairment.

{9) "Resident” means any person who resides in this state at the time that the impairment is
determined and to whom contractual obligations are owed.

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

individual by the insurer under the contract or certificate.”

Section 20. Section 33-15-1106, MCA, is amended to read:
"33-15-1106. Renewal with altered terms. {1) If an insurer offers or purports to renew a policy
but on less favorable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan

take effect on the policy renewal date only if the insurer has mailed or delivered notice of the new terms,

rate, or rating plan to the insured at least 30 days before the expiration date. {-the-insured-has-not-been

(2) This section does not apply if the increase in the rate or the rating plan, or both, results from

a classification change based on the altered nature or extent of the risk insured against.”
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Section 21. Section 33-16-1027, MCA, is amended to read:

"33-16-1027. Rate filing review. (1) The commissioner shall review each insurance filing to ensure
compliance with the following guidelines:

(a) The effective date of each workers’ compensation insurer or advisary organization filing must
be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the
date on which the filing is received by the commissioner or the date of receipt of the information furnished
in support of the filing, if the supporting information is required by the commissioner.

(b) Upon written application of the insurer or advisory organization, the commissioner may
authorize a filing that becomes effective before the cxpiration of the period described in subsection (1){a).

(€} A filing is considered to have met the requirements of this part unless disapproved hy the
commissiaoner within the period described in subsection (1){a) cr any extension of the period.

(2) Whenever a filing is not accompanied by the information required under this sectio'n, the
commissioner- shall inform the filer of the deficiency within 36 30 days of the initial filing. The filing is
considered made when the required information is furnished or when the filer certifies to the commissioner

that the additional information requested by the commissioner is not maintained or cannot be provided."

Section 22. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following detinitions apply:

{1} "Adjuster” means a person who, on behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not include a:

{a) licensed attarney who is qualified to practice law in this state;

(b} salaried employee of an insurer or of a managing general agent;

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

{d) licensed third-party administrator who adjusts or assists in adjustment of losses arising under
policies issued by the insurer.

(2} "Adjuster license” means a document issued by the commissioner that authorizes a person to

act as an adjuster.
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(3) {a) "Administrator" means a person who collects charges or premiums from residents of this
state in connection with life, disability, property, or casuaity insurance or annuities or who adjusts or settles
claims on these ‘coverages.

{b) The term does not mean:

(i) an employer 6n behalf of its employees or on behalf of the employees of one or more
subsidiaries of affiliated corporations of the employer;

{ii} a union on behalf of its members;

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

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

(iv] a life, disability, property, or casualty insurance producer who is licensed in this state and
whase activities are limited exclusively to the sale of insurance;

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

{vi) a trust established in conformity with 23 U.5.C. 186 or the trustees, agents, and employees"
of the trust;

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

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

(ix} a bank, credit union, or other financial institution that is subject t0 supervision or examination
by federal or state banking authorities;

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

(xi) a person who adjusts or settles claims in the normal course of the person’s practice or
employment as an attorney and who does not coliect chargeé or premiums in connection with life or
disability insurance or annuitiess; or

{xii) a person_appointed as @ managing general agent_in_this state whose activities are limited
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gxclusively to those described in 33-2-1501(10) and Title 33, chapter 2, part 16,
' {4) "Administrator license” means a document issued by the commissioner that authorizes a person
to act as an administrator.

(6) "Consultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

{6) "Consultant iicense" means a document issued by the commissioner that authorizes a person
10 act as an insurance consultant.

(7) "Controlled business" means insurance procured or to be procured by or through a person upon
the life, person, property, or risks of the person or the person’s spouse, employer, or business.

(8) "Individual" means a private or natural person, as distinguished from a partnership, corporation,
or association.

{9) "Insurance producer”, except as provided in 33-17-103:

{a) means:

{iy a person who solicits, negotiates, effects, procures, delivers, renews, continues, or hinds:

(A} policies of insurance for risks residing, located, or to be performed in this state; or

{B) membership contracts as defined in 33-30-101;

lii) a managing general agent. For purposes of this chapter, the term "managing general agent"” has
the same meaning as set farth in 33-2-1501.

{b) does not mean a customer service representative. For purposes of this definition, a "customer
service representative” means a salaried employee of an insurance producer who assists and is responsible
to the insurance producer.

(10) "License" means a document issued by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a hinding
agreement.

(11} "Person™ means an individual, partnership, corporation, assaciation, ar other legal entity.

{12} "Public adjuster” means an adjuster employed by and representing the interests of the insured.”

Section 23. Section 33-17-212, MCA, is amended to read:
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"33-17-212. Examination required -- exceptions -- fees. {1) Except as provided in subsection (7},
an individual applying for a license shall pass a written examination. The examination must test the
knowledge of the individual concerning each kind of insurance listed in subsection {8} for which application
is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this
state. The examination must be developed and conducted under rules adopted by the commissioner,

{2) The commissioner may conduct the examination or make arrangements, including contracting
with an outside testing service, for administering the examination and collecting the fees required by
33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination
from the applicant.

(3} Each individual applying for an examination shall remit the fees required by 33-2-708.

(4) An individual who faits to appear for the examination as scheduied or fails to pass the ‘
examination may reapply for an examination and shall remit all required fees and forms before being
rescheduled for another examination.

(8) I the applicant is a partnership or corporation, each individual who is to be named in the license
as having authority to act for the applicant in its insurance transactions under the license shall take the
examination.

{6) Examination of an applicant for a license must cover all of the kinds of insurance for which the”
applicant has applied to be licensed, as constituted by any one or more of the following classifications:

(a) life insurance;

{b) disability insurance;

(c} property insurance. For the purposes of this provision, property insurance includes marine
insurance.

{d) casualty insurance;

(e} surety insurance;

(f) credit life and disability insurance;

{g} title insurance.

(7) This section does not apply to and an examination is not required of:

{a) an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to

be transacted as of or immediately prior to January 1, 1961, and thereattereentinting who continues to

be licensed;
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{b) an applicant for a license covering the same kind or kinds of insurance as to which the applicant
was licensed in this state, other than under a tempeorary license, within the 12 months immediately
preceding the date of application unless the commissioner has suspended, revoked, or refused to continue
the previous license, except that this subsection {7}(b) does not apply to a title insurance producer, as
defined in 33-25-105;

{c) an applicant for a license as 3 nonresident insurance producer;

{d} an applicaent for a license to sell all-risk federai crop insurance if the applicant provides
certification from an appropriate governmental agency to the commissioner that ke the applicant is qualified
to sell the insurance;

(e) transportation ticket agents of common carriers applying for a license 1o solicit and sell only:

{i} accident insurance ticket policies; or

{ii} insurance of personal effects while being carried as baggage on a common carrier, as incidental
to their duties as transportation ticket agents;

(fi an association applying for a license under 33-17-211;

{g) a mechanical breakdown insurance producers;

(h) a service contract insurance producer; aor

Hil an individual who, within 80 days of cancellation of a license issued by the state of the
individual’s residence, files with the commissioner a current letter of clearance certifying that the individual
has passed an examination and held an insurance license in good standing in the individual’s state of
licensure, except that the individual shall take an examination pertaining to this state’s law and each kind
of insurance for which the individual has applied for a license and whieh that is not covered under the

license held in the other state.”

Section 24. Section 33-17-301, MCA, is amended to read:

"33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. (1} A
person may not inthis-state act as or hold kirself the person out to be an adjuster in this state uniess
licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissianer
according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the
adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee
provided in 33-2-708.
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{2) To be licensed as an adjuster, the applicant:

(a} must be an individual 18 years of age ar more;

(b) must be a resident of Montana or resident of another state that will permit residents of Montana
regularly to act as adjusters in the other state;

{c) must be a fuil-time salaried employee of a licensed adjuster or a graduate of a recognized law
school or have had experience or special education or training as to the handling of loss claims under
insurance contracts of sufficient duration and extent reasonably to make kim the applicant competent to
fulfill the responsibilities of an adjuster;

{d} must be trustworthy and of good character and reputation; and

{e) shall must have and shall maintain in this state an office accessible to the public and shall keep

in the office for_not less than § years the usual and customary records pertaining to transactions under the
license. This provision does not prohibit maintenance of the office in the home of the licensee. ’

(3) A partnership or corporation, whether or not organized under the laws of this state, may be
licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately
licensed or is named in the partnership or corporation adjuster license and is qualified for an individuai
adjuster license. An additional full license fee must be paid for each individual in excess of one named in '
the partnership or corporation adjuster license to exercise its powers.

(4) An adjuster license or qualifications are not required for an adjuster who is sent into this state
by and on behalf of an insurer or adjusting partnership ar corporation for the purpose of investigating or
making adjustments of a particular ioss under an insurance policy or for the adjustment of a series of losses
resuiting from a catastrophe common to all losses,

{6) An adjuster license continues in force until expired, suspended, revoked, or terminated. The
license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708,
accompanied by a written request for renewal,

(6) The commissioner may adopt rules providing for the examination, licensure, bonding, and

regulation of public adjusters.”

Section 25. Section 33-17-1203, MCA, is amended to read:

"33-17-1203. Continuing education -- basic requirements -- exceptions. {1) Unless exempt under

subsection {4):
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{a) a person licensed to act as an insurance producer for property, casualty, surety, or title
insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10
credit hours of approved continuing education;

{b) a person licensed to act as an insurance producer for life or disability insurance or as a
consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved
continuing education;

{c} a person holding multiple licenses shall, during each calendar year, complete at least 15 credit
hours of approved continuing education;

{d) a person licensed to act as an insurance producer only for credit life and disability insurance
shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of
insurance faw, ethics, or credit life and disability insurance;

le) aperson licensed as an insurance producer or consultant shall, dufing each biennium, complete
at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and
administrative rules.

{2) If a person licensed as an insurance producer or consultant completes more credit hours of
approved coentinuing education in a year than the minimum required in subsection (1), the excess credit
hours may be carried forward and applied to the continuing education requirements of the next year.

{3) The commissioner may, for good cause shewn, grant an extension of time, not to exceed 1
year, during which the requirements imposed by subsection {1) may be completed.

(4) The minimum continuing education requirements do nat apply to:

(a) a person licensed to sell any kind of insurance for which an examination is not required under
33-17-212(7){d) through {#Hg} (7)(h);

(b} a person holding a temporary license issued under 33-17-216;

{c) anonresident licensee who must meet continuing education requirements in the licensee’s state
of residence if that state aeserds grants substantially similar privileges to and has similar requirements e
for residents of this state;

(d} a newly licensed insurance producer or consuitant during the calendar year in which the
licensee first received a license; or

{e} an insurance producer or consultant otherwise exempted by the commissioner.”
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Section 26. Section 33-18-210, MCA, is amended to read:

2 "33-18-210. Unfair discrimination and rebates prohibited -- property, casualty, and surety
3 insurances. (1) A title, property, casualty, or surety insurer or an employee, representative, or insurance
4 producer of an insurer may not, as an inducement to purchase insurance or after insurance has been
5 effected, pay, allow, ef give, or offer to pay, allow, or give, directly or indirectly, a:
6 {(a) rebate, discount, abatement, credit, or reduction of the premium named in the Insurance policy;
7 {b) special favor or advantage in the dividends or other benefits to accrue on the policy; or
8 (c}) valuable consideration or inducement not specified in the policy, except to the extent provided
9 for in an applicable filing with the commissioner as provided by law.
10 (2) An insured named in a policy or an employee of the insured may not knowingly receive or
11 accept, directly or indirectly, a:
12 {a) rebate, discount, abatement, credit, or reduction of premium;
13 {b) special favor or advantage; or
14 {c) valtable consideration or inducement.
15 {3) An insurer may not make or permit unfair discrimination in the premium or rates charged for‘
16 insurance, in the dividends or other benefits payable on insurance, or in any other of the ter'}ﬁs" and
17 conditions of the insurance either between insureds or property having like insuring or risk charactér!i'étics’
18  or between insureds because of race, color, creed, religion, or national origin.
19 (4) This section may not be construed as prohibiting the payment of commissions or ofher
20  compensation to duly licensed insurance producers or as prohibiting an insurer from aillowing or returning
21 lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or |
22 subscribers.
23 (8) An insurer may not make or permit unfair discrimination between individuals or risks of the
24 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
25 limiting the amount of insurance coverage on a property or casualty risk because of the geographic location
26  of the risk, unless:
27 (a}) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
28 unfair discrimination; or
29 (b} the refusal, cancellation, or limitation is required by law or regulatory mandate.
30 {6) An insurer may not make or permit unfair discrimination between individuals or risks of the
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same class and of essentially the same hazards by refusing tc issue, refusing to renew, canceling, or
imiting the amount of insurance coverage on a residential property risk or on the personal property
contained in the residential property, because of the age of the residential property, unless:

{a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
unfair discrimination; or

(b} the refusal, cancellation, or limitation is required by law or regulatory mandate.

(7) An insurer may not refuse to insure, refuse to continue to insure, or limit the amount of
coverage available to an individual because of the sex or marital status of the individual. However, an
insurer may take marital status into account for the purpose of defining persons eligib'le for dependents’
benefits.

(8) An insurer may not terminate or modify coverage or refuse to issue or refuse to renew a
property or casualty policy or contract of insurance solely because the applicant or insured or any employee
of either is mentally or physically impaired. However, this subsection does not apply to accident and health
insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other
provision of law relating to the termination, modification, issuance, or renewal of any insurance policy or
contract.

{9) An insurer may not refuse to insure, refuse-to-eontinuete-iasure; charge higher rates, or limit
the amount of coverage available to an individual based solely on adverse informatien contained in a driving
record that is 3 years old or older. However, an insurer may provide discounts to an insured based on
favorable aspects of an insured’s claims history that is 3 years old or older.

(10} An insurer may not charge points on, refuse to issue, refuse to renew, remove an_existing
discount on, or surcharge a private passenger motor vehicle policy because of a claim submitted under the
insured’s policy if the insured was not at fault.

{11) {a) For the purposes of this subsection (11), "credit history" means that portion of a credit
report or background report that addresses the applicant’s or insured’s debt payment history or lack of
history but does not include public information including convictions, iawsuits, bankruptcies, or similar
public information.

(b) An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to
continue to insure, charge higher rates, or limit the scope or amount of coverage or benefits avaiiable to
an individual ba;ed solely on the insurer’s knowledge of the individual’s credit history uniess:
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(i) the insurer possesses substantial documentation that credit history is significantly correiated
with the types of risks insured or to be insured;

(ii} the insurer sends written cammunication to the individual disclosing that the insurance coverage
was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit
infarmation relating to the applicant or the insured; and

{iii) upon subsequent request of the individual, mailed within 10 days of.receipt of the denial,
nonrenewal, or limitation, the insurer provides the individual with a copy of the credit report at issue or the
name and address of a third party from whom the individual may abtain a copy of the credit report, within
10 days of receipt of the request.

{c) The provisions of this subsection (11) are not intended to conflict with any disclosure provisions
of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other
credit service organizations that maintain or distribute credit histories on insurance applicants or

policyholders.”

Section 27. Section 33-18-301, MCA, is amended to read:

"33-18-301. Prohibited relations with mortuaries. {1} A life insurer and its officers, employees,
or representatives may not own, manage, supervise, operate, or maintain any mortuary, funeral, or
undertaking establishment in Montana.

(2) A life insurer may not contract or agree with any funeral director, mortuary, or undertaker that
the funeral director, undertaker, or mortuary shall conduct the funeral or be named beneficiary of any
person insured by the insurer. This subsection does not prohibit a life insurer from making insurance,
designated as funeral insurance, available.

(3} A funeral insurance policy and any solicitation material for the policy must clearly indicate that;

(a) the policy is a life insurance product;

(b} the applicant may designate the beneficiary, provided that there is an appropriate and insurable
interest; and

{c) the beneficiary may use the proceeds for any purpose-and.

ti(4) any Any attempt by the insurer or its representative to have the insured designate a specific
beneficiary, including but not limited to a funeral director, martuary, or undertaker, constitutes a violation

of this section punishable as a misdemeanor pursuant to subsection {4} (6).
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(5)_An insured may designate a funeral director, mortuary, or undertaker as a specific beneficiary

only when the cash value of the policy adversely affects the insured’s financial condition for the purpose

of determining the availability of medicaid benefits.

#H{6) Each violation of this section constitutes a misdemeanor punishable by a fine of not mare

than $1,000 or by imprisonment for not more than 6 months, or both."

Section 28. Section 33-20-101, MCA, is amended to read:

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

{2) Sections 33-20-114 and 33-20-131 also apply to group life insurance and group annuities."

Section 29. Section 33-22-107, MCA, is amended to read:

"33-22-107. Premium increase restriction -- exception. (1} An insurer or _a health service

corporation that issues a policy, certificate, or membership contract covering a resident of this state may
not increase a premium in an individual’s or an irdividual-greup—s individual’s group disability insurance
policy more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-moanth period would:

{a) place the insurer in violation of the laws of this state; or

(b} cause the financial impairment of the insurer to the extent that further transaction of insurance
by the insurer injures or is hazardous to its policyholders or to the public.

{2) Subsection {1) does not apply to a premium increase necessitated by a state or federal law,

court decision, or rule adopted by an agency of competent jurisdiction of the state or federal government.”

Section 30, Section 33-22-508, MCA, is amended to read:

"33-22-508. Conversion on fermination of eligibility. (1) A group disability insurance policy or
certificate of insurance detivered or issued for delivery or renewed after October 1, 1981, must contain a
provision that if the insurance or any portion of it on a person or the person’s dependents or family
members covered under the policy ceases because of termination of the person’s employment or of the

person’s membership in the class or classes eligible for coverage under the policy or as a result of a
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person’s employer discontinuing the employer’s business or as aresult of a person’s employer discontinuing
the group disability insurance policy and not providing for any other group disability insurance or plan and
if the person had been insured for a period of 3 manths and the person is not insured under another majof
medical disability insurance policy or plan, the person is entitled to have issued to the person by the insurer,
without evidence of insurability, group coverage or an individual policy or, in the absence of an individual
policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance
on the persan or the person’s dependents or family members if application for the individual policy is made
and the first premium tendered to the insurer within 31 days -after the termination of group coverage.

(2) The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to individual or group policyholders, with the exception of a policy the
eligibility for which is determined by affiliation other than by employment with a common entity. In addition,
the insurer shall make available a cenversion policy as required by subsection {(4).

(3} The premium gn the individual policy or group policy must he at no more than 200% of the
insurer’s then customary rate applicabte to the coverage of the individual or group policy. The customary
rate is that rate that is normally issued for medically underwritten policies without discount for healthy
lifestyles.

{4) The insurer shall also make available ar—individaat a conversion policy,__certificate, or

membership contract that provides at least the level of benefits provided by the insurer’s lowest cost basic

health benefit plan, as defined in 33-22-1803. If the insurer is not a smalt employer carrier under part 18,

the insurer shall make available an-irdividaal a conversion policy, certificate, or membership _contract that
provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of

the highest rate charged for that plan.”

Section 31. Section 33-22-903, MCA, is amended to read:

"33-22-903. Definitions. As used in this part, the following definitions apply:

{1) "Applicant” means:

{a) in the case of an individual medicare supplement policy, the person who seeks to contract for
insurance benefits; and

{b) in the case of a group medicare supplement policy, the proposed certificate holder.

(2) "Certificate" means a certificate delivered or issued for delivery in this state under a group
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medicare supplement policy.

(3] "Certificate form" means the form on which the certificate is delivered or issued for delivery
by the issuer.

{4) "Entity” means an insurer as defined in 33-1-201, a health service corporation as defined in
33-30-101, and a health maintenance organization as defined in 33-31-102.

{8) "Health care expenses”:

(a) means expenses of a health maintenance organization associated with the delivery of health
care services that are analogous to incurred iosses of an insurer;

{b) does not include home office and overhead costs, advertising costs, commissions and other
acquisition costs, taxes, capital costs, administrative costs, or claims processing costs.

(6) “"issuer" includes insurance companies, fraternal benefit societies, health care service plans,
health maintenance arganizations, and any entity delivering or issuing for delivery in this state medicare
supplement policies or certificates.

{7} "Medicare" means Health Insurance for the Aged, Title XVl of the Social Security Amendments
of 1965, as then constituted or later amended.

{8} "Medicare supplement policy” means a group or individual policy of disability insurance or a
subscriber contract of a heaith service corporaticn, other than a policy issued pursuant to a contract under

42 U8 6—1306+or1-30bmm 42 U.5.C. 1395ss(g}{1), or a policy issued under a demonstration project

authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or
designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical
expenses of persons eligible for medicare. The term does not include:

{a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund
established by one or more employers or labor organizations, or a combination of employers, organizations,
and trustees, for employees or former employees, or a combination of current and former employees, or
for members or former members, or a combination of current and former members, of the labor
arganizations; or

{b) individual policies or contracts issued pursuant to a conversion privilege under a policy or
contract of group or individual insurance when the group or individual policy or contract includes provisions
that are inconsistent with the requirements of this part or poiicies issued to employees or members as
additions to franchise plans in existence on April 8, 1981.

Legislative
(\%vfm | -29- HB 131

vision



55th Legislature HBO131.01

—y

O W O w N e W N

(9} "Policy form" means the form on which the policy is delivered or issued for delivery by the

issuer."

Section 32. Section 33-22-907, MCA, is amended to read:

"33-22-907. Disclosure standards -- informational brochure -- rules. {1} In order to provide for full
and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement
policy may not be delivered or issued for delivery in this state and a certificate may not be delivered
pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an
outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage
must be filed with the commissioner as required by 33-1-b01. The filing must be made at least 60 days in
advance of the date that the outline of coverage is delivered to any resident of this state.

(2) {a) The commissioner shall prescribe the format and content of the outline of coverage required'
by subsection {1).

(b) For purposes of this section, "format" means style, arrangements, and overall appearance,
including such items as the size, color, and prominence of type and the arrangement of text and captions.

(c) The outline of coverage must include:

{i} a description of the principal benefits and coverage provided in the policy or certificate;

{ii) a statement of the exceptions, reductions, and limitations contained in the policy or certificate;

(iii) a statement of fhe renewal provisions, incfuding any reservation by the issuer of a right to
change premiums and disclosure of the existence of any automatic renewal premium increases based on
the policyhalder’s or certificate holder’s age;

{iv) a statement that the outline of coverage is @ summary of the policy or certificate issued or
applied for and that the policy or certificate shoutd be consulted to determine governing contractual
provisions.

{3} The commissioner may prescribe by rule a standard form and the contents of an informationat
brochure for persons eligible for medicare, which is intended to improve the buyer’'s ability to select the
most appropriate coverage and to improve the buyer’s understanding of medicare. Except in the case of
direct response insurance policies, the commissioner may require by rule that the information brochure be
provided to any prospective insureds efigible for medicare at the same time that the outline of coverage is

delivered. With respect to direct response insurance policies, the commissioner may require by rule that the
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prescribed brochure be provided upon request, but not later than the time of policy delivery, to any
prospective insureds eligible for medicare.

(4) The commissioner may adopt reasonable rules for captions or notice requirements, determined
to be in the public interest and designed to inform prospective insureds that particular insurance coverages
are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons
eligible for medicare, ather than:

{al medicare supplement policies or certificates; or

{b) disability income policies;

e e . i N liotes:

(e)—sinal - o isias;

(5} The commissioner may turther adopt reasonable rules to govern the full and fair disclosure of
the information in connection with the replacement of accident and sickness policies or certificates by
persons eligible for medicare,

{6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare
benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state
shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule,

of the changes that it has made to the medicare supplement policy or certificate.”

Section 33. Section 33-22-910, MCA, is amended to read:

¥33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or
certificates in this state shall provide to the commissioner for the commissioner’s review-or approval a copy
of any medicare supplement advertising intended for use in this state, whether through written, radio, or

television medium.”

Section 34, Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions. As used in this part, the following definitions apply:

{1) "Actuarial certification" means a written statement by a member of the American academy of
actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance
with the provisions of 33-22-1809, based upon the person’s examination, including a review af the
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appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable health benefit plans.

{2) "Affiliate" or "affiliated” means any entity or person who directly or indirectly, through one or
more intermediaries, controls, is controtied by, or is under common control with a specified entity or person.

(3) "Assessable carrier” means all carriers of disability insurance, including excess of loss and stop
loss disability insurance. |

(4) "Base premium rate” means, for each class of business as to a rating period, the lowest
premium rate charged or that could have been charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

{(5) "Basic health benefit plan" means a health benefit plan, except a uniform health benefit plan,
developed by a small employer carrier, that has a lower benefit value than the small employer ca'rrier’s
standard benefit plan and that provides the benefits required by 33-22-1827.

(6) "Benefit equivalency” means a method developed by the small employer carrier for comparing
the types of health care services and articles covered under a health benefit plan with the types of health
care services required to be covered under a uniform, basic, or standard health benefit plan.

(7) "Benefit value" means an actuarially based method developed by the small employer carrier for
comparing the value of determinable contingencies covered under a health benefit plan with the value of
determinable contingencies required under a uniform, basic, or standard health benefit plan.

{8) "Board" means the board of directors of the program established pursuant to 33-22-1818.

{9) "Carrier” means any person who provides a health benefit plan in this state subject to state
insurance reguiation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, and a health maintenance organization. For purposes of this part,
companies that are affiliated companies or that are eligible to file a consalidated tax return must be treated
as one carrier, except that the following may be considered as separate carriers:

{a) an insurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;

(b} a health maintenance organization located in this state that is an affiliate of an insurance
company or health service corporation; or

{c) a health maintenance organization that operates only one health maintenance organization in
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an established geographic service area of this state.

{10) "Case characteristics” means demographic or other objective characteristics of a small
employer that are considered by the small employer carrier in the determination of premium rates for the
small employer, provided that gender, claims experience, health status, and duration of coverage are not
case characteristics for purposes of this part.

{11) "Class of business” means all or a separate grouping of small employers established pursuant
to 33-22-1808.

{12) "Dependent” means:

{a) a spouse or an unmarried chiid under 19 years of age;

{b) an unmarried child, under 23 years of age, who is a full-time student and who is financially
dependent on the insured;

{c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or

{d) any other individual defined as a dependent in the heaith benefit plan covering the employee.

{13) "Eligible employee” means an employee who works on a full-time basis with a normal
workweek of 30 hours or more, except that at the sole discretion of the employer, the termi may include
an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long
as this eligibility criteria is applied uniformly among ali of the employer's empioyees. The term includes a
sole proprietar, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or
independent contractor is included as an employee under a health benefit plan of a small employer. The
term does not include an employee who works on a part-time, temporary, or substitute basis.

{14) "Established geographic service area” means a geographic area, as approved by the
commissioner and based on the carrier's certificate of authority to transact insurance in this state, within
which the carrier is authorized to provide coverage.

{15} "Health benefit plan" means any hospital or medical policy or certificate providing for physical
and mental health care issued by an insurance company, a fraternai benefit society, or a health service
carporation or issued under a health maintenance organization subscriber contract. Health benefit plan does
not include:

(@) accident-only, credit, dental, vision, specified disease, medicare supplement, iong-term care,

or disability income insurance or_any other limited benefit plan;
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{b) coverage issued as a supplement to liability insurance, workers’' compensation insurance, or
similar insurance; or

{c) automobile medical payment insurance.

{16} "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.

{(17) "Late enrollee” means an eligible empioyee or dependent who requests enroliment in a health
benefit plan of a small employer following the initial enroliment period during which the individual was
entitled to enroll under the terms of the health benefit plan, provided that the initial enroliment period was
a period of at least 30 days. However, an sligible employee or dependent may not be considered a late
enrollee if:

{a} the individual requests enrollment within 30 days after termination of the qualifying previous
coverage and:

{i} the individual was covered under qualifying previous coverage at the time of the initial
enroliment; or

{iiy 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;

{b) the individual is employed by an employer that offers multiple health benefit plans and the
individual elects a different plan during an open enroliment period; or

{c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under
a covered employee’s health benefit plan and a request for enrollment is made within 30 days after issuance
of the court order.

(1B) "New business premium rate” means, for each class of business for a rating periad, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
to small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.

{19) "Plan of operation” means the operation of the program established pursuant to 33-22-1818.

{20} "Premium” means ail money paid by a small employer and eligible employees as a condition
of receiving coverage from a small employer carrier, including any fees or other contributions associated
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with the health benefit plan.

(21) "Program™ means the Montana small employer health reinsurance program created by
33-22-1818.

{22) "Qualifying previous coverage" means benefits or coverage provided under:

(a) medicare or medicaid;

(b} an employer-based health insurance or health benefit arrangement that provides benefits similar
to or exceeding benelits provided under the minimum basic health benefit plan; or

{c) an individual health insurance policy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporaticn, or a health maintenance crganization that provides
benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided
that the policy has heen in effect for a period of at ieast 1 year.

{23) "Rating period” means the calendar period for which premium rates established by a small
employer carrier are assumed to be in effect.

{24} "Reinsuring carrier” means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1819.

(25} "Restricted network provision” means a provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31,
to provide health care services to covered individuals.

(26) "Small empioyer” means a person, firm, corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working days during the preceding calendar quarter,
employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within
this state or were residents of this state. In determining the number of eligible employees, companies are
considered one employer if they:

{a) are affiliatec companies;

(b} are eligible to file a combined tax return for purposes of state taxation; or

{c} are members of an association that:

(i) has been in existence for 1 year prior to January 1, 1994;

(i) provides a health benefit plan to employees of its members as a group; and

-(iii} does not deny coverage to any small employer member of its association or any employee of
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its small employer members who applies for coverage as part of a group.

{27) "Small emplayer carrier” means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

(28) "Standard health benefit plan” means a health benefit plan that is developed by a small

employer carrier and that contains the provisions required pursuant to 33-22-1828."

Section 35. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1)
Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary ar suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of operation if the commissioner.determines it to be suitable to ensure the fair,
reasonable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or losses on an equitable and proportionate basis in accordance with the pravisions of this
section. The plan of operation is effective upon written approval by the commissioner.

(2) If the board fails to submit a suitable pian of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The
commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan
of operation is submitted by the board and approved by the cormnmissioner.

{3} The plan of operation must:

{a} establish procedures for the handling and accounting of program assets and money and for an
annual fiscal reporting to the commissioner;

{b) establish procedures for selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

(c) establish procedures for reinsuring risks in accordance with the provisions of this section;

{d} establish procedures for collecting assessments from assessable carriers to fund claims incurred

by the program;
(e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to be incurred by the program; and

{(f) provide for any additional matters necessary for the implementation and administration of the
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program.

(4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue health benefit plans directly to either groups or individuals. In addition, the program may:

(a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approval of the commissioner, to enter into contracts with simiiar
programs of other siates for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

{b) sue or be sued, including taking any lcga! actions necessary or proper to recover any premiums
and penalties for, on behalf of, or against the program or any reinsuring carriers;

{c) take any legal action necessary t0 avoid the payment of improper claims against the program;

{d) define the health benefit plans far which reinsurance will be provided and to issue reinsLnrance
policies in accordance with the requirements of this part;

{e) establish conditions and procedures for reinsuring risks under the program;

{f} establish actuarial functions as appropriate for the operation of the program;

{g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any other function within the
authority of the program;

{h) to the extent permitted by federal law and in accordance with subsection (B){c), make annual
assessments against assessable carriers and make interim assessments to fund claims incurred by the
program; and

(iy borrow money to effect the purposes of the program. Any notes or other evidence of
indebtedness of the program not in default are legal investments for carriers and may be carried as admitted
assets. -

{8} A reinsuring carrier may reinsure with the program as provided for in this subsection {5):

la) With respect to a basic health benefit plan or a standard health benefit plan, the program shall
reinsure the level of coverage provided and, with respect to other plans, the pregram shall reinsure up to
the level of coverage provided in a basic or standard health benefit plan.

(b} A small empioyer carrier may reinsure an entire employer group within 60 days of the
commencement aof the group’s coverage under a health benefit plan.
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1 {c) A reinsuring carrier may reinsure an eligible empioyee or dependent within a period of 60 days
2 following the commencement of coverage with the small employer. A newly eligible employee or dependent
3 of the reinsured small employer may be reinsured within 60 days of the commencement of coverage.
4 {(d) (i} The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured
5 employee or dependent until the carrier has incurred an initiaf level of claims for the employee or dependent
6 of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
7 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
8  shall reinsure the remainder. A reinsuting carrier’s liability under this subsection (d){i] may not exceed a
9 maximum limit of $25,000 in any calendar year with respect to any reinsured individual.
10 (i) The board annually shall adjust the initial level of claims and maximum limit to be retained by
11 the carrier to reflect increases in costs and utilization within the standard market for health benefit plans
12 within the state. The adjustment may not be less than the annual change in the medical component of the
13 consumer price index for all urban consumers of the United States department of labar, bureau of labor
14 statistics, unless the board proposes and the commissioner approves a lower adjustment factor.
16 {e) A small employer carrier may terminate reinsurance with the program for ane or more of the
16 reinsured employees or dependents of a small employer ont any anniversary of the heaith benefit plan.
17 {f) A small employer group health benefit plan in effect before January 1, 1994, may not be
18 - reinsured by the program until Jaruvary—1—+807—and-then-oenby—H the board determines that sufficient
19 funding sources are available.
20 (g} A reinsuring carrier shall épply all managed care and claims-handling technigues, including
21 utilization review, individual case management, preferred provider provisions, and other managed care
22 provisions or methods of operation consistently with respect to reinsured and nonreinsured business.
23 (6) {a) As part of the plan of operation, the board shall establish a methodology for determining
24 premium rates to be charged hy the program for reinsuring smali employers and individuals pursuant to this
25 section. The methodology must include a system for classification of small emplayers that reflects the types
26 of case characteristics commonly used by small employer carriers in the state. The methodology must
27 provide for the development of base reinsurance premium rates that must be multiplied by the factors set
28 forth in subsection {6)(b) to determine the premium rates for the program. The base reinsurance premium
29 rates must be astablished by the board, subject to the approval of the commissioner, and must be set at
"0 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the
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calendar year. For purposes of this section, expenses include administrative expenses, one-half of the
program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred,
adjusted to refiect retention levels required under this part.

{b) Premiums for the program are as follows:

(i) An entire small emptoyer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

(i} An eligibie employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection {6).

{c) The board shall annually review the meihodology established under subsection (6}(a), including
the system of classification and any rating factors, to ensure that it is actuarially sound and that it
reasonably reflects the claims experience of the program. The board may propose changes to the
methodology that are subject to the approval of the commissioner.

{d) The board may cansider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

{7} If a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-1809.

(8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner
the program net loss for the previous calendar year, including administrative expenses and incurred losses
for the year, taking inte account investment income and ather appropriate gains and losses, and the
actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the
previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment
amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount
must equal the actuarially anticipated losses for the calendar year.

(b) (i} Each assessable carrier shall share in the program in an amount determined by multiplying
the total assessment amount by a fraction, the numerator of which is the number of individuals in this state
covered under disability insurance by the assessable carrier and the denominator of which is the number
of all individuals in this state covered under disability insurance by all assessable carriers.

(i} The board shall make a reasonable effort to ensure that each insured individual is counted only
once for the purpose of assessment. The board shall require each assessable carrier that provides excess
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of loss or stop loss insurance to inctude in its count of insured individuals all individuals whose coverage
is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board
shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of

insured individuals those who have been counted by a primary disability insurer or by a primary reinsurer,

commissioner—as—requiredby-334-22-1820- The board may use any reasonable method of estimating the
number of individuals insured by an assessable carrier if the specific number is unknown.

(c) The board shalt make an annual determination in accordance with this section of each
assessable carrier’s liability for its share of the contribution to the program and, except as otherwise
provided by this section, make an annual assessment against each assessable carrier to the extent of that
liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written
notice of the assessment. An assessable carrier that ceases doing business within the state is liable for
assessments until the end of the calendar year in which the assessable carrier ceased doing business. The
board may determine not to assess an assessable carrier if the assessable carrier’s liability determined in’
accordance with this section does not exceed $10.

(d} The board may establish and maintain program reserves not to exceed five times the actuarially
anticipated losses for the calendar year.

(e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum’
of the administrative expenses and incurred claims for that year, the board may proportionately credit the
excess to assessable carriers or it may place the excess in program reserves, subject to the {imits in
subsection (8){d).

{9} The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any ather joint collective action required by this part may not be the basis of any legal
action, criminal or civil iability, or penalty against the program or any of its reinsuring carriers, either jointly
or separately.

{10) The board, as part of the pian of operation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard heaith benefit plans. in
establishing the standards, the board shall take into consideration the need to ensure the broad avaitability
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
to provide ongoi_ng service to small employers, the levels of compensation currently used in the industry,

{ Legistative

iy o - 40 - HB 131



55th Legislature HBO131.01

O W ® ~N O U OB W N -

W O NN N NN NN NN e g e el e s ek -
O W O N, kW N = D @M Nl W N -

and the overall costs of coverage to small employers selecting these pians.

{11} The program is exempt from taxation,

{12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legislature in writing the results of the evatuation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small employers, and any recommendations for change to the plan of operation.

{13) All premiums and other money paid to the small employer carrier reinsurance program and all
property and securities acquired through the use ¢f money and interest and dividends earned on money
belonging to the small employer carrier reinsurance program are solely the property of the program and
must be used exclusively for the operations and obligations of the program. Money collected by the

program is not subject to legislative appropriation.”

Section 36. Section 33-22-1820, MCA, is amended to read:

"33-22-1820. Periodic market evaluation -- report. The beardshall commissioner may study and

report at least every 3 years to the eemmissiener governor or other interested persons on the effectiveness

of this part. The report must analyze the effectiveness of this part in promoting rate stability, product
availability, and coverage affordability. The report may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report
must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans
to smail employers in fulfillment of the purposes of this part. The report may contain recommendations for

market conduct or other regulatory standards or action.”

Section 37. Section 33-22-1828, MCA, is amended to read:

"33-22-1828. Benefits required in standard benefit plan. {1) The minimum benefits must be equal
to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per
person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per
family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to
a maximum lifetime benefit, but a maximum, if any, may not be less than $1 miltion.

(2) The commissioner may not require coverage in a standard health benefit plan for any benefit
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unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A

small employer carrier may offer coverage for additional services and articles.

(3) A standard heaith benefit plan provided by a health maintenance organization or a basic health
benefit plan with a restricted network provision must provide a comparable level of benefits to those

required by subsectian (1), as determined by the benefit-egquivalensy—and benefit value.”

Section 38. Section 33-30-102, MCA, is amended to read:
"33-30-102. Application of this chapter -- construction of other related laws. (1) All heaith service
corporations are subject to the provisions of this chapter. In addition to the provisions contained in this

chapter, other chapters and provisions of this title apply to heaith service corporations as follows:

33-3-308; 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and
Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111;ard-33-3F0through-33-3-7104. -

{2) A law of this state other than the provisions of this chapter applicable to heaith service
corporations must be construed in accordance with the fundamental nature of a health service corporation,

and in the event of a conflict the provisions of this chapter prevail.”

Section 39. Section 33-30-107, MCA, is amended to read:

"33-30-107. Annual statement. (1) On or before March 1 of each vear, each health service
cdrporation shall file an annual statement for the preceding year on form No. 13 N.A.LC. with the
commissioner of insurance. This annual statement must be compieted in accordance with the national
association of insurance commissioners’ annual statement instructions.

{2) The health service corporation shall file a statement containing any other information concerning
its financial affairs that may be reasonably requested by the commissioner.

{3) (a) Each health service corporation shail file electronic diskette versions of its annual and
guarterly financial statements with the national association of insurance commissioners. The filing date for
submission of the annual statement diskette is March 1. The filing dates for the other three quarterly
statements are as follows:

(iy the first quarter statement is due May 15;

(ii) the second quarter statement is due August 15; and

{iii) the third quarter statement is due November 165.
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{b} The commissioner may exempt health service corporations operating only in Montana from
these filing requirements.

{4) The commissioner may, after notice and hearing, suspend or revoke a health maintenance

organization’s license or impose a fine not to exceed $100 a day and not to exceed $1 000 upon a health

maintenance organization that fails to file an annual statement as required by this part."

Section 40. 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,

{41 The provisions of this chapter do not exempt a health maintenance organization from the
applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3.

{58) The provisions of this section do not exempt a health maintenance organization from the

prohibition of pecuniary interest under 33-3-308 or the material transaction disclosure requirements under

33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the

purposes of 33-3-308 and 33-3-701 through 33-3-704."

Section 41. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement -- revocation for failure to file -- penalty for false swearing. (1)
Unless it is operated by an insurer or a health service corporation as a plan, each authorized health
maintenance organization 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. The
( Legislative
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statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The
commissioner may ir-his—giseretien waive any verification under oath.

(2) At the time of filing its annual statement, the health maintenance organization shall pay the
commissioner the fee for filing its statement as prescribed in 33-31-212. The commissioner may refuse to
accept the fee for continuance of the insurer's certificate of authority, as provided in 33-31-212, may

impose a penaity of $100, or may in-his-diseretion suspend or revoke the certificate of authority of a health

maintenance organization that fails to file an annual statement when due. Each day that the insurer fails

to file its annual statement constitutes a separate violation. The total penalty may not exceed $1,000,

(3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for
each vioiation upon a director, officer, partner, member, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement whieh that is false.

(4) The commissioner may require sweh reports as-he that the commissioner considers reasonably

necessary and appropriate to enable him the commissigner to carry out his the commissioner's duties under

this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

NEW SECTION. Section 42. Uniform claim forms and procedures. (1} The commissioner of

insurance, after consultation with the health care advisory council, may adopt by rule uniform health
insurance claim forms and uniform standards and procedures for the use of the forms and processing of
claims, including the submission of claims by means of an electronic claims processing system,

(2) The commissioner may contract with a private or public entity to administer and opefate an
electronic claims processing system. If the commissioner elects to contract for administration and operation

of the system, the commissioner shall award a contract according to Title 18, chapter 4.

NEW SECTION. Section 43. Statute of limitations. The period prescribed for the commencement

of a civil or administrative action by the commissioner for alleged violation of Title 33 is within 2 years of

the commissioner’s discovery of the facts constituting the alleged violation.
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NEW SECTION. Section 44. Filing or making faise statements. (1) A person may not purposely

or knowingly make or cause to be made, in any documant filed with the commissioner or in any proceeding
before the commissioner, any statement that is, at the time and in the light of the circumstances under
which it is made, false or misteading in any material respect.

{2) A person found to have willfully viclated subsection (1) is subject ta a fine of up to $5,000 and,

if applicable, may be subject to the criminal laws of this state.

NEW SECTION. Section 45. Credit life and disability applications. (1} The insurance producer

who effects the sale of a policy or certificate of credit life and disability insurance shall sign the application.
(2) An insurance company may not accept an application for credit life and disability insurance
unless the application is signed by the insurance producer who effected the sale.

{3) This section does not apply to policies or certificates subject to the provisions of 33-21-204.

NEW SECTION. Section 46. Service contract insurance. (1} Service contract insurance is a

contract or agreement for a separately stated consideration or for a specific duration to:
(a) perform the repair, replacement, or maintenance of property; or
{b} indemnify for repair, replacement, or maintenance of property.
(2) Service contract insurance does not include contracts or agreements that:
{a) are indemnified only by the seller or manufacturer; and

{b} insure only the inherent quality of the product.

NEW SECTION. Section 47. Loss and loss expense reserves for property and casualty insurance.

(1) (a} In determining the financial condition of a property and casuaity insurer for the purpose of applying
the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss
expense reserves at least equal to the amounts required under the provisions of this section must be
included in the insurer’s liabilities. The date from which the determination, statement, or report is made
is, for the purpose of this part, the date of determination.

(b} Accepted actuarial standards as adopted by the actuarial standards board must be taken into
consideration for the purpose of determining the loss reserves and loss expense reserves.

(2} Except as provided in subsections (3} and {4}, the reserves for all outstanding losses and loss
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expenses must include the following:

{a) the aggregate estimated amounts due or to become due on account of all known losses, claims,
and loss expenses incurred but not paid, including the estimated liability on any notice received by the
insurer of the cccurrence of any event that may result in a loss; and

{b) the aggregate amounts of Iiébility for ail losses and loss expensas incurred for which notice has
not been received, estimated in accoerdance with the insurer’s prior experience, if any, or otherwise in
accordance with Montana industry data. The estimated liabilities for losses under all bonds, policies, or
contracts of fidelity insurance may not be less than 10% of the net premiums in force, and the estimated
liabilities for all of those losses under all the insurer’s surety contracts may not be less than 5% of the net
premiums in force.

{3) Except as provided in subsection (4), tabuiar reserves for outstanding fosses under policies of
workers’ compensation insurance may be actuarially calculated for both indemnity and medical payments.
The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are:

{a) calculated using discounts determined with reference to actuarial tables, which incorporate
mortality, interest, not to exceed 4%, remarriage, and other contingencies applied 10 a reasonably
determinable payment stream associated with lifetime benefit cases; or

{b) annuities certain, such as those arising from structured settlements,

{4} Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any
property and casualty insurer doing business in this state, calculated in accordance with the provisions of
this section, are inadequata or excessive, the commissioner may prescribe any other method that will
produce adeqguate and reasonable reserves.

(B) The excess, if any, of statutory reserves over statement reserves must be calculated in
accordance with the annual statement instructions adopted by the national association of insurance

commissioners,

NEW SECTION. Section 48. Repealer, Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722,

33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202, 33-22-1203, 33-22-1204, and 33-22-1205,
MCA, are repealed.

NEW SECTION. Section 49, Codification instruction. (1) [Section 42] is intended to be codified
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as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5, apply to
[section 42].

(2) [Sections 43 and 44] are intended to be codified as an integral part of Title 33, chapter 1, part
3, and the provisions of Title 33, chapter 1, part 3, apply to [sections 43 and 44].

(3) [Section 45] is intended to be codified as an integral part of Titie 33, chapter 21, part 1, and
the provisions of Title 33, chapter 21, part 1, apply to [section 45],

(4} [Section 46] is intended to be codified as an integral part of Title 33, chapter 1, part 2, and the
provisions of Title 33, chapter 1, part 2, apply to [section 46].

{5) [Section 47] is intended to be codified as an integral part of Title 33, chapter 2, part 5, and the

provisions of Title 33, chapter 2, part 5, apply to [section 47].

NEW SECTION. Section 50. Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. {f a part of [this act] is invalid in one or more of its

applications, the part remains in effect in all valid applications that are severable from the invalid

applications.
-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HR0131, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act generally revising state insurance laws.

ASSUMPTIONS :

1. This 15 the general house ¢leaning bill for the State Auditor’s 0ffice. There is no
fiscal impact associated with this bill.

FISCAL IMPACT:

Passage of HBO1321l will have no fiscal impact on the state.
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DAVE LEWIS BUDGET DIﬁECTOR CE SIMON, PRIMARY SPONSOR DATE
Office of BRudget and Program Plannlng Fiscal Ncte for HBO131, as introduced
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HOUSE BILL NO. 13t

2 INTRODUCED BY SIMON
3 BY REQUEST OF THE STATE AUDITOR
4
5  ABILLFORAN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
"6 FOR UNIFE)HM HEALTH INSURANCE CLAIM FORMS; PROVIDING A STATUTE OF LIMITATIONS FOR
7 ACTIONS BROUGHT BY THE COMMISSIONER OF INSURANCE; PROVIDING PENALTIES FOR
B MISREPRESENTATIONS MADETO THE COMMISSIONER; REQUIRING THAT CREDIT LIFE AND DISABILITY
9 INSURANCEAPPLICATIONS BE SIGNED BY THE INSURANCE PRODUCER EFFECTING THE SALE; DEFINING
10  "SERVICE CONTRACT INSURANCE"; AMENDING SECTIONS 18-B-103, 33-2-307, 33-2-317, 33-2-514,
11 33-2-517, 33-2-537, 33-2-704, 33-2-806, 33-2-1359, 33-2-1902, 33-3-303, 33-3-307, 33-4-202,
12 33-4-203, 33-4-204, 33-4-313, 33-4-314, 33-5-402, 33-10-202, 33-15-1106, 33-16-1027, 33-17'-102,
13 33-17-212, 33-17-301, 33-17-1203, 33-18-210, 33-18-36% 33-20-101, 33-22-107, 33-22-508,
14  33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820, 33-22-1828, 33-30-102,
15  33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS 33-2-515, 33-2-536,
16  33-2-721,33-2-722,33-2-723, 33-4-404, 33-4-409,33-22-1201, 33-22-1202,33-22-1203, 33-22-1204,
17 AND 33-22-1205, MCA." ‘
18 |
19  BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
20. .
21 Section 1. Section 18-8-103, MCA, is amended to read:
22 "18-8-103. Exemptions. This part does not apply to employment of:
23 {1} registered pfofessional engineers, surveyors, real estate appraisers, or registered architects;
24 {2} physicians, dentists, or other medical, dental, or heaith care providers;
25 {3) expert witnesses hired for use in litigation, hearings officers hired in rulemaking and contested
26  case proceedings under the Montana Administrative Procedure Act, or attorneys as specified by executive
27  order of the governor;
28 {4) consulting actuaries to the public retiremént boards, e¢ the state compensation insurance fund,
29  orthe cor;nmissioner of insurance;
30 {5) private consultants employed by the student associations of the university system with money
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raised from student activity fees designated for use by those student associations; or

(6) private consultants empioyed by the Montana state lottery.”

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

"33-2-307. Requirements for eligible surplus lines insurers. {1} A surplus lines insurance producer
may nat place insurance with an unauthorized insurer unless, at the time of placement, the unauthorized
insurer:

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

{b) is qualified under one of the following subsections:

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

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

(8 $7 million. An insurer pbssessing less than $6 $7 million capital and surplus may satisfy the
requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The
commissioner’s finding must be based upori such factors as guality of management, capital, and surplus
of a parent company; company underwriting profit and investment income trends; and company record and
reputation within the industry. The commissioner may nbt make an affirmative finding of acceptabiiity when
the surplus lines insurer’s capital and surplus is less than $6 $7 million.

(ii) in the case of Lloyd’s or another similar group including incorporated and unincorporated alien
insurers, the insurer maintains a trust fund of not less than $50 million as sacurity to the full amount of
capital and surplus for all policyholders and creditors in the United States of each member of the group.
The incorporated members of the group may not engage in any business other than underwriting as a
member of the group and must be subject to the same level of solvency regulation and control by the
groups of domiciliary regulators as are the unincorporated maembers. The trust must comply with the terms
and conditions established in subsection (1)(b)(iv}) for alien insurers.

{iii} in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial equivalent, of not less than _$1 5 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder,
each individual syndicate shall maintain minimum capital and surplus, or their substantial equivalent, of not

less than $1.5 million. If the insurance exchange does not maintain funds for the protection of each
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insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus
requirements of subsection-{1){b}{i}.

{ivl in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust
fund in either a national bank or a member of the federal reserve system, in an amount not less than $1 .5
million, for the protection of all its policyholders in the United States and the trust fund consists of cash,
securities, or letters of credit or of investments of substantially the same character and kquality as those
which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any caiculation of capital and surplus
or its equivalent, must have an expiration date that may not at any time be less than 5 years. In addition,
the alien insurer must appear on the national association of insurance commissioners’ Non-Admitted
Insurers Quarterly Listing.

(¢} has provided the commissioner a copy of its current annual statement, certified by the insurer
Ao not more than 6 months after the close of the period reported upon, or quarterly if considered necessary
by the commissicner, and which is either:

{i} filed with and approved by the regulatory authority in the state of domicile of the unauthorized
insurer; o}

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

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

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

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

(i) is in unsound financial condition;

(i) is no longer eligible under subsections (1) through (3);
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(ii} has willfully violated the laws of this state; or

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

(b} The commissioner shall promptty mail notice of all declarations to each surplus lines insurance
producer. '

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

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

{b} "Surplus”, as used in the financial requirements of this section, means funds 6Ver and above

liabilities and capital of the insurer for the protection of policyholders.”

Section 3. Section 33-2-317, MCA, is amended to read:

"33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the
following kinds of insurance when placed by a licensed insurance producer of this state:

{1) wat marine and-trensportation-inguraneas insurance;

{2) insurance on subjects located, residing, or to be perfofmed wholly outside of this state or on
vehicles or aircraft owned and principally garaged outside this state;

{3} insurance on property or operations of railroads engaged in interstate commerce; and

{4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in
scheduled interstate flight or cargo of the aircraft or against liability, other than workers’ compensation and

employers’ fiability, arising out of the ownership, maintenance, or use of the aircraft.”

Section 4. Section 33-2-514, MCA, is amended to read:
"33-2-514. Reserve for disability insurance. {1) For all disability insurance policies, the insurer

shall maintain an active life reserve whieh-shalt-plaes that places a sound value on its liabilities under sueh
the policies and that may not be Aet less than the

unearned premiums for sueh the policies.

{2) The commissicner may promulgate rules to define additional standards for reserve

requirements.”

Legislative
Ie)mcn -4- HB 131
fon



O ©W W ~ D U H W h -

W N NN RN DN N NN S e S 2 ed S -
O © W N & ¢ A W N -2 O W N, e W NN -

.

55th Legislature ‘ HB0131.02

Section 5. Section 33-2-517, MCA, is amended to read:

“33-2-517. Title insurance reserves. (1) In addition to an adequate reserve as to outstanding
losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium
reserve of not less than an amount computed as follows: .

(a) Ten percent of the total amount of the risk premiums written in the calendar year for title
insurance contracts sha# must be assigned originally to the reserve.

(b) During each of the 20 years next following the year in which the title insurance contract was
issued, the reserve applicable to the contract shalt must be reduced by 5% of the original amount of sueh

the reserve.

{2) The reserve sums hereip required te-bereserved by subsection (1) for unearned premiums on
contracts of title insurance shall must at all times and for all purposes be considered and constitﬁte
unearned portions of the original premiums and shalt must be held in trust for the benefit of policyholders.

{3) The feduction of the unearned premium reserve required by subsection {1)}(b) efthis-sestiern

shal must be made for all title insurance contracts issued after December 31, 1958, with respect to which

10% of the risk premiums have been assigned to the reserve pursuant to subsection (1}{a) efthisseetion.

December31-1876- If the insurer has not reduced the amount of its unearned premium reserves pursuant

to subsaection (1)(b) for a previous vear or years, the insurer shall make the reduction for the prior year or

years in its next accounting year.

Section 6. Section 33-2-537, MCA, is amended to read:

"33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability
plans. (1) In the case of a plan of life insurance that provides for future premium determination, the
amounts of which are to be determined by the insurer based on then estimates of future experience, or in
the case of a plan of life insurance or annuity that is of euek a nature that the minimum reserves cannot
be determined by the methods described in 33-2-5625 and 33-2-526(3), the reserves that are held under

the plan must:

L uﬂa!tvz '
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(a) be apprapriate in retation to the benefits and the pattern of premiums for that plan; and

{b) be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529-
I iedt | | ‘L _ .

{2) The commissioner shall may promulgate a rule containing the minimum standards applicable

to the valuation of disability plans.”

Section 7. Section 33-2-704, MCA, is amended to read:

"33-2-704. Insured lives reporting requirement. On or before February-+B6 March 1 of each year,
each insurer providing disability insurance shall, on a form prescribed, by the commissioner, rebort the
number of Montana residents insured on Fébruary 1 under any policy of individual or group disability
insurance, including excess of loss or stop loss insurance policies covering disability insurance.”

Section 8. Section 33-2-806, MCA, is amended to read:

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

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

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

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

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

kinds of insurance, only in cash and the securities provided for uvrder—the—felewing—seetions: in
33-2-811{1), 33-2-812, and 33-2-830.

(4) A life insurer shall also invest and keep invested its funds in an amount not less than the
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reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, ih securities, in both cash and securities, or in investments provided for urder in 33-2-531.

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

public utilities.

(6) Except with the commissioner’s consent, an Ar insurer may not invest and have invested at
any one time in aggreQate amount more than 15% of its assets in all stocks under provided for in 33-2-820
and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes
of this provision must be based on the cost of the stocks to the insurer. This provision does not apply as
to stock of a controlled or subsidiary insurance corporation ar other corparations wader provided for in
33-2-821 and 33-2-822.

{7) Except with the commissioner's consent, an insurer may not have invested at any one time
more than 5% of its assets in securities allowed uhder in 33-2-824. Money market funds, as defined by

the commissioner by rule, are exempt from_the 5% limitation of this subsection.

{8) Except with the commissioner’s consent, an insurer may not have invested at any one time

more than 10% of its assets in the class of securities described in ery—ene—eithe—followingsections:
33-2-814, 33-2-819, and 33-2-823.

{9} Limits as-te of investments in the-eategery-of real estate shall must be as provided in 33-2-832,

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

Section 9. Section 33-2-1359, MCA, is amended to read:
"33-2-1359. Setoffs and-ocounterstaims. (1) Mutual debts or mutual credits between the insurer

and another person in connection with any action or proceeding under this part shall must be set off and

the balance only shall-be allowed or paid, except as provided in subseetion{2}—-and 33-2-1362 and
subsection (2) of this section.

(2) MNe A setoff eroeunterslaim may not be allowed in favor of any person when:

(a} the obligation of the insurer to the person would not at the date of the filing of a petition for
liquidation entitle the person to share as a claimant in the assets of the insurer;

{b} the obligation of the insurer to the person was purchased by or transferred to the person with
a view to its being used as a setoffi; or
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ervice -7- HB 131

vision



55th Legislature HB0131.02

O O W O ~N o’ AW N =

W NN RN NN RN NN e = e ) e s a3
O W W N OO A pHp W N = O L WY ;W N

{c} the obligation of the person is to pay an assessment levied against the members or subscribers
of the insurer or is to pay a balance upon a subscriptian to the capital stock of the insurer or is in any other

way in the nature of a capital contribution_;—e¢

Section 10. Section 33-2-1902, MCA, is amended to read:

"33-2-1902. Definitions. As used in this part, the following definitions apply:

(1} "Adjusted RBC report” means an RBC report that has been adjusted by the commissioner in
accordance with 33-2-1903(5).

{2} "Corrective order” means an order issued by the commissioner specifying corrective actions
that the commissioner has determined are required.

{3} "Domestic insurer" means any insurance campany domiciled in this state.

{4} "Foreign insurer” means any insurance company licensed to do business in this state under
33-2-116 but not domiciled in this state.

(5) "Life or disability insurer” means:

(a) any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of disability insurance, as described in 33-1-207, or life insurance, as described in 33-1-208; o+

(b} a licensed property and casualty insurer writing only disability insurance; or

{c} any insurer engaged solely in the business of reinsurance of life or disability contracts.

(6) "NAIC" means the national association of insurance commissioners.

{7} "Negative trend" means, with respect to a life or health insurer, a negative trend over a period
of time, as determined in accordance with the trend test calculation included in the RBC instructions.

{8) {a) "Property and casualty insurer” means :

{i} any insurance company licensed under 33-2-116 and engaged in the business of entering into

contracts of property insurance, as described in 33-1-210, or casualty insurance, as described in 33-1-206;

(i) any insurance company engaged solely in_the business of reinsurance of property and casualty

contracts; or

{iii} any insurance company engaged in the business of surety and marine insurance.

{b) The term does not inciude manoline mortgage guaranty insurers, financial guaranty insurers,

and title insurers.
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{9) "RBC instructions” means the RBC report, including risk-based capital instructions adopted by
the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the
procedures adopted by the NAIC.

(10) "RBC ‘level” means an insurer’s authorized control level RBC, company action level RBC,
mandatory control level RBC, or regulatory action level RBC, where:

(a} "authorized control level RBC" means the number determined under the risk-based capital
formula in accordance with the RBC instructions;

(b) "company action level RBC" rﬁeans, with respect to any insurer, the product of 2 and its
authorized control level RBC; |

{c} "mandatory control level RBC" means the product of 0.70 and the authorized control level RBC;
and

{d} "regulatory action level RBC" means the product of 1.5 and its authorized control level RBC.

{11) "RBC plan" means a comprehensive financial plan containing the elements specified in
33-2-1 904l.2). If the commissioner rejects the RBC plan and it is revised by the insurer, with or without the
commissioner’s recommendation, the plan must be called a revised RBC plan,

(12} "RBC report” means the report required in 33-2-1903.

{13} "Total adjusted capital” means the sum of:

(a) an insurer’s statutory capital and surplus; and

{b) other items, if any, as the RBC ihstructions may provide."”

Section 11. Section 33-3-303, MCA, is amended to read:

"33-3-303. Moeetings of stockholders or members. {1) Meetings of stockholders or members of
a domestic insurer shall must be held in the city or town of its principal office or place of business in this
state. '

{2) Ne A meeting of stockholders or members shall may not amend the insurer’s articles of
incorporation unless the proposal se to amend was included in the notice of the meeting.

(3) Except with the commissioner’s consent, each Eaéh-insurer shall, during the first 6 months of
each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or

occurring in the board of directors, must receive and shall consider reports of the insurer’s officers as to

its affairs, and ghall transact sweh other business as—ray properly be brought before it. Not less than 20
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days’ notice shal must be given of sueh the meeting in the manner provided in the bylaws, except where

- when notice of the annual meeting of a mutual insurer is contained in its policies.

(4) Special meetings of the stockholders or members may be called at any time for any purpose

- by the board of directors upon not less than 10 days’ notice, with notice given as provided in the bylaws.

The notice shal must state the purpose of the meeting, and ae business for which notice was not given
may not shall be transacted at the meeting ef-which-rotice-was-Ret-so-given.

{5) If more than 15 months are allowed to efapse without an annual stockholders’ or members’
meeting being held, any stockholder or member may call sueh-a for an annual meeting to be held. At any
time, upon written request of any director or of any stockholders or members holding in the aggregate
one-fifth of the voting power of all stockholders or members, it shal-be is the duty of the secretary to call
a special meeting of stockhoiders or members to be held at sueh the time a6 that the secretary may fix, not
less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue sueb a call,
the director, stockholders, or members making the request may do so. 4

{6) A stockhoiders’ or members’ meeting duly held san may be organized for the transaction of
business whenaver a quorum is present. Except as otherwise provided by law' or the articles of
incorporation: 4

(a) the presence, in person or by proxy, of the holders of a majority of the voting powér of all
stockholders or of all members shall-constitute constitutes a quorum;

{b) the stockholders or members present at a duly organized meeting ear may continue to do
business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave
less than a quarum;

lc) if any necessary officer fails to attend sueh a meeting, any stockholder or member present may
be elected to act temporarily in lieu of any-such the absent officer;

{d) if a meeting cannot be erganized held because a quorum has-ret-attonded js not present, those
present may adjourn tﬁe meeting to suek a time as that they may determine, butin the case of any meeting
called for the election of any director, the adjournment must be to the next day and those who attend the
second of-such-adjourned-meetings meeting, although less than a quorum as fixed in this section or in the
articles of incorporation, shall-revertheless constitute a quorum for the purpose of electing any director;

and
(e} an annual or special meeting of stockholders or members may be adjourned to another date
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without new notice being given.”

Section 12. Section 33-3-307, MCA, is amended to read:

"33-3-307. Bond of officers. (1) The president, secretary, and treasurer of every each mutual
insurer or stock insurer shall each file with the commissioner and thereafter maintain in force so long as ke
that_individual is suek an officer a fidelity bond in the-sum-ef-$-10;000 an amount set by the commissioner

by rule and issued by an authorized corporate surety in favor of the insurer. The commissioner shall

consider the insurer's exposure, total assets, and total income in determining the bond amount. In lieu of
individual bonds, allsueh officers may be covered under a blanket bond for the same respective amounts;,
and-whieh The blanket bond shaliHikewise must be filed with the commissioner.

{2) The premium for the bond skalt must be payable by the insurer.

(3) Ne-sueh A bond shal is not be subject to cancellation except upan written notice to b;:th the
insurer and the commissioner, delivered not less than 30 days in advance of the effective date of suek the
cancellation.

{4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in
any way responsible for the handling of the funds of the insurer.

(6) This section shalt may not be deemed considered to limit the amount of bonded protection

which that the insurer may carry as to any officer.”

Section 13. Section 33-4-202, MCA, is amended to read:

"33-4.202. Declaration of intention to incorporate -- articleas of incorporation -- fee. (1) The
individuals proposing to form a farm mutual insurer as referred to in 33;4-201 shall file with the
commissioner:

(a) a declaration of their intention to form the corporation signed by at least 100 incorporators if
a proposed state mutual.insurer or by at least 25 incorporators if a proposed county mutual insurer; and

{b) four copies of proposed articles of incorporation executed in-triptieate by three or more of the

incorporators, 4

The signatures of the incorporators must be notarized.

{2} The articles of incorporation must state:

(a) the name of the corporation. If a state mutual insurer, the words "farm mutual” must be a part
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of the name; if a county mutual insurer, the name must contain the words "farm mutual" or "rural mutual”
together with the name of the county in which its principal place of business is to be located. The name
m.ay not be so similar to one already used by a corporation in this state as to be misleading.

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

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

{d} the objects and purﬁoses for which the corpdration is formed;

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

{fy the duration of its the corporation’s existence, which may be perpetual;

{g) the number of its directors, which may not be less than 5 or more than 11, and the names and
addresses of the members of the initial board of directors appointed to manage the affairs of the corporation
until the first annual meeting of the members and at which time successors are elected and qualified;

{h} other provisions, not inconsistent with law, considered appropriate by the incorporators;

{i} the names, residences, and addresses of the incorporators and the value of their property to be
insured in the county or counties where the operations of the corporation are to be earried-on transacted.

{3) At the time of filing of the articles of incarporation as provided in subsection {1), the
incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit the fees

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

Section 14, Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence, {1) If the 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 commissioner
shall make a certificate of the facts.

(2) If the commissioner considers the name of the proposed corporation to be so similar to one .
already appropriated by another company or corporation as to be likely to mislead the public, the
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 commissioner, the
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commissioner shall endorse the eemmissiener’s approval upon each set of the articles and forward three
four 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 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 15. Section 33-4-204, MCA, is amended to read:
"33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-"chirds of its
members present at any annual meeting or at any special meeting efrrembesrs called for that purpose,

amend its articles of incorporation to extend its corporate duration or i any other particular within the

scope of this chapter by causing amended articles to be filed in the same form and manner as required for

original articles of incorporation. The commissioner shall review the amended articles for compliance with

this title. The amended articles of incorporation skalt may be signed only by the president and secretary of
the corporation and attested by the corporate seal. Notice of the proposed amendment skalt must be

contained in the notice given of ary-sueh the annual or'special meeting."

Section 16. Section 33-4-313, MCA, is amended to read:
"33-4-313. Annual statement —epert—filing. {1} The president and secretary of every each
insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal therete

to, and file with the commissioner, on forms as prescribed and furnished by him the commissioner, an

annual statement for the preceding calendar year showing the condition of sueh the insurer as of Dt_ecem ber
31 of sueh the preceding year and exhibiting the following facts:

{a}(1) the names of the president and secretary;

B3{2) the date df the annual meeting;

{e¥{3] the amount of insurance in force;

{¢4{4) the number of members;
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{eH5) the number of assessments made during the year;

(6} the amount paid in losses during the year;

{gH{7] the amount of the losses claimed and not paid, with the reason for nonpayment;

{h}(8) the number of members withdrawn, suspended, ana expeiled during the year;

{9} the number of new members admitted during the year;

{10} the expenses during the year; |

#<{11) the amount of money on hand;

#{12) the amount and character of the insurer’'s assets;

#m{(13]) the amount of the insurer’s liabilities, including any reserves required to be established
under this chapter; and

{#{14] sueh other information concerning the insurer’s affairs as that the commissioner may

reasonably require.

Section 17. Section 33-4-314, MCA, is amended to read:

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. (1) Ne A report,
statement, or return of any nature shall may not be required of any farm mutual insurer other than those
required by 33-4-313.

{2) The commissioner may:

(a) suspend or revoke the certificate of authority of any insurer failing to file its annual statement

as required; or

{b) impase a fine of up to $100 a day for each day that an insurer_is late in filing its annual

statement, with the aggregate penaity not to exceed $1,000."

Section 18. Section 33-5-402, MCA, is amended to read:
"33-5-402. Contributions to insurer. The attorney or other parties may advance to a domestic
reciprocal insurer upon reasonable terms sweh funds as that it may require from time to time in its

operations. Sums se advanced shall may not be treated as a liability of the insurer, and—oxeept Except upon
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liquidation of the insurer,

surplus-in-axeess-of-ts-minimum-requirad-surplus during any calendar year, the total of withdrawals and

repayments of the advanced sums may not exceed the lesser of the insured's realized earned surplus or

10% of the sums advanced as of the previous December 31. Ne-sueh A withdrawal or repayment shall may

not be made without the advance approval of the commissioner. This section does not apply to bank loans

or to loans for which security is given.”

Section 19. Section 33-10-202, MCA, is amended to read:

"33-10-202. Dofinitio.ns. As used in this part, the following definitions apply:

(1) "Account” means any of the three accounts created under 33-10-203.

(2) "Association” means the Montana life and health insurance guaranty association created un&er
33-10-203.

(3) "Contractual obligation" means any obligation under covered policies.

(4) "Covered policy” means any policy or contract within the scope of this part under subsestions
33-10-201(4) through (6) e+-33-310-204.

(5) "Impaired insurer” means:

{(a) an insurer which-afterduly—1+-—+874; that becomes insolvent and is placed under a final order
of quuidétion, rehabilitation, or supervision by a court of competent jurisdiction; or

{b) aninsurer considered by the commissioner afterduly1-1974- to be unable or potentially unable
to fulfill its contractual obligations.

(6) (a) "Member insurer” means any insurer that is licensed or that holds a certificate of authority
to transact any kind of insurance in this state for which coverage is provided under 332 20% 33-10-201
and 33-10-224 and includes any insurer whoss license or certificate of authority may have been suspended,
revoked, not renewed, or voluntarily‘ withdrawn.

{(b) The term. does not includa:

{i} a health service corporation;

i} a health maintenance organization;

liii} a fraternal benefit society;

{ivl a mandatory state pooling plan;

(vl a mutual assessment company or any entity that operates on an assessment basis;
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{vi} an insurance exchange; or

{vii) an entity similar to any of the entities listed in subsections (6){b}(i) through (8}{b)(vi).

(7) "Person" means any individuat, corporation, partnership, association, or voluntary organization.

(8) {a) "Premiums" means direct gross insurance premiums and annuity considerations written on
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyholders on the direct business.

{b) *Premiums’-de The term does not include premiums and considerations on contracts between
insurers and reinsurers.

{c) As used in 33-10-227, “premivms— premiums are those for the calendar year preceding the
determination of impairment,.

{9) "Resident" means any person who resides in this state at the time that the impairment is
determined and to whom contractual obligations are owed.

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

individual by the insurer under the contract or certificate."

Section 20. Section 33-15-1106, MCA, is amended to read:

"33-15-1106. Renewal with altered terms. (1) If an insurer offers or purports to renew a policy
but on less favorable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan
take effect on the policy renewal date only if the insurer has mailed ar delivered notice of the new terms,

rate, or rating plan to the insured at least 30 days before the expiration date. {-the-insured-has-net-been

(2} This section does not apply if the increase in the rate or the rating plan, or both, results from

a classification change based on the altered nature or extent of the risk insured against."”
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Section 21. Section 33-16-1027, MCA, is amended to read:

“33-16-1027. Rate filing review. (1) The commissicner shall review each insurance filing to ensure
compliance with the following guidelines:

(a) The effective date of each workers’ compensation insurer or advisory organization filing must
be the date specified in the filing. The effective date of the filing may not be eartier than 30 days after the
date on which the filing is received by the commissioner or the date of receipt of the information furnished
in support of the filing, if the supporting information is required by the commissioner.

(b) Upon written application of the insurer or advisory organization, the commissioner may

“authorize a filing that becomes effective before the expiration of the period described in subsection (1}(a).

{c) A fiiing is considered to have met the requirements of this part unless disapproved by the
commissioner within the period described in subsection {1}(a} or any extension of the period.

{2) Whenever a filing is not accompanied by the information required under this section, the
commissioner shall inform the filer of the deficiency within 38 30 days of the initial filing. The filing is
considered made when the required information is furnished or when the filer certifies to the commissioner

that the additional information requested by the commissioner is not maintained or cannot be provided.”

Section 22, Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this titie, the following definitions apply:

{1) "Adjuster” means a person who, an behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates settlement of claimsg arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not include a: .

(a) licensed attorney who is qualified (o) practibe law in this state;

(b) salaried employee of an insurer or of a managing general agent;

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

{d) licensed third-party administrator who adjusts or assists in adjustment of losses arising under
policies issued by the insurer.

(2} "Adjuster license” means a document issued by the commissioner that authorizes a person to
act as an adjuster.
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{3) (a} "Administrator” means a person who collects charges or premiums from residents of this
state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles
claims on these coverages.

{b} The term does not mean:

iy an employer on behalf of its employees or on behalf of the employees of one or more
subsidiaries of affiliated corporations of the empioyer;

(i} a union on behalf of its members;

(iii) {A) an insurer that is either authorized in this state or acting as an insurer with respect 1o a
policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is
authorized to transact insurance; or

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

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

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

(vi) a trust established in conformity with 29 U,S.C. 186 or the trustees, agénts, and employees
of the trust;

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

{viii} a custodian acting pursuant to a custodian account that meets the requirements of section
4Q1(f) of the Internal Revenue Code or the agents and employees of the custodian;

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

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

{xi) a person who adjusts or settles claims in the normal course of the person’s practice or
employment as an attorney and who dges not coilect charges or premiums in connection with life or
disability insurance or annuities-; or

xii) a person appointed as a8 managing _general aqent in_this state whose activities are limited
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exclusively to those described in 33-2-1501(10) and Title 33, chapter 2, part 186,

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

(5) "Consultant" means a person who for a fee examineé, appraises; reviews, or evaluates an
insurance policy, annuity, or pension contract, ptan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

(6} "Consultant license" means a document issued by the commissioner that authorizes a person
to act as an insurance consultant.

{7} "Controlled business" means insurance procured or to be procured by or through a person upon
the life, person, property, or risks of the person or the person’s spouse, employer, or business.

{8} "Individual” means a private or natural person, as distinguished from a partnership, corporation,
or association.

{9) "Insurance producer”, except as provided in 33-17-103:

{al means: -

(i} a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds:

(A) policies of insurance for risks residing, located, or to be performéd in this state; or

{B) membarship contracts as defined in 33-30-101;

{ii} a managing general agent. For purposes of this chaptér, the term "managing general agent” has
the same meaning as set forth in 33-2-1501.

{b) does not mean a customer service representative. For purposes of this definition, a "customer
service representative” means a sataried employee of an insurance producer who assists and is responsible
to the insurance producer. _

(10} "License" means a document issued by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement. |

(11) "Person" means an individual, partnership, corporation, association, or other legal entity.

(12} "Public adjuster” means an adjuster empioyed by and representing the iﬁterests of the insured.”

Section 23. Section 33-17-212, MCA, is amended to read:
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"33-17-212. Examination required -- exceptions -- fees. (1) Except as provided in subsection (7),
an individual applying for a license shall pass a written examination. The examination must test the
knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application
is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this
state. The examination must be deveioped and conducted under rules adopted by the commissioner. |

{2) The commissioner may conduct the examination or make arrangements, including contracting
with an outside testing service, for administering the examination and collecting the fees required by
33-2-708. The commissioner may arrange for the testing service to recover the cost of the examinétion
from the applicant.

{3) Each individual applying for an examination shall remit the fees required Ey 33-2-708.

{4) An individuat who fails to appear for the examination as scheduled or fails 1o pass the
examination may reapply for an examination and shall remit all required fees and forms before being
rescheduled for another examination.

(5) 1f the applicant is a partnership or corporation, each individual who is to be named in the ticense
as having authority to act for the applicant in its insurance transactions under the license shall take the
examination.

| (8) Examination of an applicant for a license must cover all of the kinds of insurance for which the
applicant has applied to be licensed, as constituted by ahy one or more of the following classifications:

{a) fife insurance; |

{b) dissbility insurance;

(c) property insurance. For the purposes of this provision, property insurance includes marine
insurance, .

(d} casualty insutance;

(e} surety insurance;

{f) credit life and disability insurance;

(g} title insurance. '

(7) This section does not apply to and an examination is not required of:

{a) an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to

be transacted as of or immediately prior to Januar-y 1, 18861, and the«eaﬂer—eeaaﬁmﬂg wha continues to

be licensed;
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(b) an applicant for a license covering the same kind or kinds of insurance as to which the applicant
was licensed in this state, other than under a temporary license, within the 12 months immediately
preceding the date of application unless the commissioner has suspended, revo‘ked, or refused to continue
the previous Jicénse, except that this subsection {7){b) does not apply to a title insurance producer, as
defined in 33-25-105;

(¢) an applicant for a license as a nonresident insurance producer;

(d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides
certification from an appropriate governmental agency to the commissioner that fe the applicant is qualified
to sell the insurance; l

(e) transportation ticket agents of common‘carriers applying for a license to solicit and sell only:

{i) accident insurance ticket policies; or

(i) insurance of personal effects while being carried as baggage on a common carrier, as incidental

“to their duties as transportation ticket agents;

{f) an association applying for a license under 33-17-211;

{g} a mechanical breakdown insuran¢e producers;

{h} a service contract insurénce Qrodu_cer; or

{kHi} an individual who, within 60 days of cancellation of a license issued by the state of the
individual’s residence, files with the commissioner a current letter of clearance certifying that the individual
has p_assed an examination and held an insurance license in good standing iﬁ the individual's state of -
licensure, except that the individual shall take an examination pertaining to this state’s law and each kind
of insurance for which the individual has applied for a license and whieh that is not covered under the

license held in the other state."”

Section 24. Section 33-17-301, MCA, is amended to read:

"33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. {1} A
person may not ir-this-etate act as or hold himsel the person out to be an adjuster in this state unless
licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner
according to forms that the commissioner prescribes and furnisheﬁ. The commissioner shall issue the
adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee

provided in 33-2-708.
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{2} To be licensed as an adjuster, the applicant:

(a) must be an ihdi.vidual 18 years of age or more;

(b} must be a resident of Montana or resident of another state that will permit residents of Montana
regularly to act as adjusters in the other state; |

{c} must be a full-time salarled employee of a licensed adjuster or a graduate of a recognized law
school or have had experience or special education or training as to the handling of loss claims under
insurance contracts of sufficient duration and extent reasonably to make him the apglicant competent ta
fulfill the responsibilities of an adjuster;

{d) must be trustworthy and of good character and reputation; and

{e) shal must have and shail maintain in this state an office accessible to the public and shall keep

in the office for not less than § years the usual and customary records pertaining to transactions under the
license. This provision does not prohibit maintenance of the office in the home of the licensee.
| (3) A partnership or corporation, whether or not organized under the laws of this state, may be

licensed as an adjuster if each individual who is to exércise the adjuster license powers is separately
licensed or is named in the partnership or corporation adjuster license and _is qualified for an individual
adjuster licanse. An additional full license fee must be paid for each individudl in excess of one named in
the partnership or corporation adjuster license to exercise its powers, |

(4) An adju.ster license or qualifications are not required for an adjuster who i§ sent into this state
by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or
making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses
resulting fram a catastrophe common to all losses.

{6) An adjuster license continues in force until expired, suspended, revoked, or terminated. The
license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708,
accompanied by a written request for renewal.

{6) The commissioner may adopt rules providing for the examination, licensure, bonding, and

regulation of public adjusters.”

Section 25. Section 33-17-1203, MCA, is amended to read:

"33-17-1203. Continuing education -- basic requiréments -- exceptions. (1) Unless exempt under

subsection (4):

Seices” _22-

Djvision

HB 131



¢

55th Legislature HB0131.02

—_—

[ SR (o B+« B T o2 I & ) B~ S €% B

{a} a person licensed to act as an insurance producer for property, casualty, surety, or title
insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10
credit hours of approved continuing education;

(b) a person licansed to act as an insurance prolducer for life or disability insurance or as a
consultant for life insurance shall, during each calendar year, compiete at least 10 credit hours of approved
continuing education;

(c) aperson holding multiple licenses shall, during each calendar year, complete at least 15 credit
hours of approved continuing education;

(d) a person licensed to act as an insurance producer only for credit life and disability insurance
shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of
insurance law, ethics, or credit life and disability insurance; |

(e} aperson licensed as an insurance producer or consultant shall, during each biennium, complete
at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and
administrative rules.

{2) If a person licensed as an insurance producer or consultant completes more credit hours of
approved continuing education in a year than the minimum required in subsection {1}, the excess credit
hours may be carried forward and applied to the continuing education requirements of the next year.

{3) The commissioner may, for good cause shew#, grant an extension of time, not to exceed 1
year, during which the requirements imposed by subsection {1} may be completed.

{4) The minimum continuing education requirements do not apply to:

(a) a person licensed to sell any kind of insurance for which an examination is not required under
33-17-212(7)(d) through e} (Z)(h); “

(b} a person holding a temporary license issued under 33-17-216;

{c) anonresident licensee who must meet continuing education requirements in the licensee’s state
of residence if that state aeeerds grants substantially similar privileges to and has similar requirements of
for residents of this state;

(d) a newly licensed insurance producer or consuitant dur?ng the calendar year in which the
licensee first received a license; or

(e} an insurance producer or consultant otherwise exempted by the commissioner.”
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Section 26. Section 33-18-210, MCA, is amended to read:

"33-18-210. Unfair discrimination and rebates prohibited -- property, casualty, and surety
insurances. {1) A title, property, casualty, or surety insurerl or an employee, representative, or insurance
producer of an insurer may not, as an inducement to purchase iinsurance or after insurance has been
effected, pay, allow, e+ give, or offer to pay, allow, or give, directly or fndirectly, a:

(a} rebate, discount, abatement, credit, or reduction of the premium named in the insurance policy;

(b) speciat favor or advantage in the dividends or other benefits to accrue on the policy; or

{c) valuable consideration or inducement not specified in the policy, except to the extent provided
for in an applicable filing with the commissioner as provided by law.

(2} An insured named in a policy or an employee of the insured may not knowingly receive or
accept, directly or indirectly, a:

(a) rebate, discount, abatement, credit, or reduction of premium;

(b} special favor or advantage; or

{c) valuable consideration or inducement.

(3) An insurer may not make or permit unfair discrimination in the premium or rates charged for
insurance, in the dividends or other benefits payable on insurance, or in any other of the terms and
conditions of the insurance either between insureds or property having like insuring or risk characteristics
or between insureds because of race, color, creed, religion, or national origin.

(4) This section may not be construed as prohibiting the payment of commissions or other
compensation 1o duly licensed insurance producers or as prohibiting an insurer from atlowing or returning
lawful dividends, savings, or unabsorbed premium deposits to its participating policyhotders, members, or
subscribers.

(5} An insurer may not make or permit unfair discrimination between individuais or risks of the
same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
limiting the amount of insurance coverage on a property or casualty r_isk because of the geographic location
of the risk, unless:

{al the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
unfair discrimination; ar

(b) the refusal, cancellation, or limitation is required by law or regulatory mandate.

(6) An insurer may not make or permit unfair discrimination between individuals or risks of the
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same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
timiting the amount of insurance coverage on a residential property risk or on the personal property
contained in the residential property, because of the age of the residential property, unless:

{a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
unfair discrimination; or

(b) the refusal, cancellation, or limitation is required by law or regulatory mandate.

(7) An insurer ma'y not _refuée to insure, refuse ta continue to insure, or limit the amount of
coverage available to an individual because of the sex or marital status of the individual. However, an
insurer may take marital status into account for the purpose of defining persons' eligible for dependents’
benefits.

(8) An insurer may not terminate or modify coverage or refuse to issue or refuse to renew a
property or casualty policy or contract of insurance solely because the applicant or insured or any employee
ot either is mentally or physically impaired. However, this subsection does not apply to accident and health
insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other
provision of law relating to the termination, modification, issuance, or renewal of any insurance policy or
contract.

{9) Aninsurer may not refuse to insure, refuse-to-contirbe-te-iRsure; charge higher rates, or limit
the amount of coverage available to an individual based solely on adverse information contained in a driving
recard that is 3 years old or older. However, an insurer may provide discounts to an insured based on
favorable aspects of an insured’s claims history that is 3 years old or older.

{10) An insurer may not charge points on, refuse-te—issue; refuse 10 renew, remove an existing
discount on, or surcharge a private passenger motor vehicle policy because of a claim submitted under the
insured’s policy if the insured was not at fault.

{11} {a) For the purpases of this subsection {11), "credit history” means that portion of a credit
report or background report that addresses the applicant’s or insured’s debt payment history or lack of
history but does not include public information including convictions, lawsuits, bankruptcies, or similar
public information. .

(b} An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to
continue to insure, charge higher rates, or limit the scope or amount of coverage or benefits available to
an individual based solely on the insurer’s knowledge of the individual’s credit history unless:
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(i} the insurer possesses substantial documentation that credit history is significantly correlated
with the types of risks insured or to be insured; '

(ii} the insurer sends written communication to the individual disclosing that the insurance coverage
was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit
information reiating to the applicant or the insured; and

(i) upon subsequent request of the individual, mailed within 10 days of receipt of the denial,
nonrenewal, of iimitatibn, the insurer provides the individual with a copy of the credit report at issue or the
name and address of a third party from whom the individual may obtain a copy of the credit report, within
10 days of receipt of the request, .

{c} The provisions of this subsection (11} are nat intended to conflict with any disclosure provisio'ns
of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other
credit service organizations that maintain or distribute credit histories on insurance applicants or

policyholders.”
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Section 27. Section 33-20-101, MCA, is amended to read:

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

(2) Sections 33-20-114 and 33-20-131 alsc apply to group life insurance and group annuities.”

Section 28. Section 33-22-107, MCA, is amended to read:

"33-22-107.  Premium increase restriction -- exception. (1) An insurer or_a health service

corporation_that issues a policy, certificate, or membership contract covering a resident of this state may

not increase a premium in an individual's or an individual-greup’s individual's group disability insurance
policy more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-month period would:

{a) place the insurer in violation of the laws of this state; or

(b) cause the financial impairment of the insurer to the extent that further transaction of insurance
by the insurer injures or is hazardous to its policyholders or to the public.

(2) Subsection (1) does not apply t0 a premium increase necessitated by a state or federal law,

court decision, or rule adopted by an agency of competent jurisdiction of the state or federal government.”

Section 29. Section 33-22-508, MCA, is amended to read:

"33-22-508. Conversion on termination of eligibility. (1) A group disability insurance policy or
certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a
provision that if the insurance or any portion of it on a person or the person’s dependents or family
members covered under the policy ceases because of termination of the person’s employment or of the

person’s membership in the class or classes eligible for coverage under the policy or as a result of a
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person’s employer discontinuing the employer’s business or as a re_sult of a person’s employer discontinuing
the group disability insurance policy and not providing for any other group disability insurance or plan and
if the person had been insured for a period of 3 months and the person is not insured under another major
medical disability insurance policy or plan, the person is entitled to have issued to the person by the insurer,
without evidence of insurability, group coverage or an individual policy or, in the absence of an individual
policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance
on the person or the person’s dependents or family members if application for the individual policy is made
and the first premium tendered to the insurer within 31 days after the termination of group coverage.

(2) The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to indiQiduaI or group policyholders, with the exception of a policy the
eligibility for which is determined by affiliation other than by employment with a common entity. In addition,
the insurer shall make available a conversion policy as required by subsection (4).

{3) The premium on the individual policy or group policy must be at no more than 200% of the
insurer’s then customary rate applicable to the coverage of the individual or group policy. The customary
rate is that rate that is normally issued for medically underwritten policies without discount for healthy

lifestyles.

(4) The insurer shall also make available an—individual a conversion policy,_certificate, or
membership contract that provides at least tﬁe level of benefits provided by the insurer’s lowest cost basic
health benefit plan, as defined in 33-22-1803. if fhe insurer is not a smal employer carriér under part 18,
the insurer shall make available an-individual a conversion policy, certificate, or membership contract that
provides equivalent benefits to a basic heaith benefit plan. The conversion rate may not exceed 150% of

the highest rate charged for that plan.”

Section 30. Section 33-22-803, MCA, is amended to read:

"33.22-903. Definitions, As used in this bart, the following definitions apply:

(1} "Applicant" means:

(a} in the case of an individuat medicare supplement policy, the person whao s:eeks to contract for
insurance benefits; and

(b) in the case of a group medicare supplement policy, the proposed certificate holder.

(2) "Certificate” means a certificate delivered or issued for delivery in this state under a group
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medicare supplement policy.

(3) "Certificate form” means the form on which the certificate is delivered or issued for delivery
by the issuer.

(4) "Entity” means an insurer as defined in 33-1-201, a hﬂealth service éorporation as defined in
33-30-101, and a health maintenance organization as defined in 33-31-102.

{6) “Health care expenses"r:

{a) means expenses of a health maintenance organization associated with the delivery of health
care services that are analogous to incurred losses of an insurer;

{b) does not inciude home office and overhead costs, édvertising costs, commissions and other
acquisition costs, taxes, capital costs, adminiétrative costs, or claims processing costs.

(6) "lssuer” includes insurance companies, fraternal benefit societies, health care service plans,
health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare
supplement policies or certificates.

{7) "Medicare" means Health Insurance for the Aged, Title XVIIl of the Social Security Amendments
of 1965, as then constituted or later amended.

(8) "Medicare supplerment policy” means a grdup or individuai policy of disability insurance or a
subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under

42-U-8-6—136bor138bmm 42 U.5.C. 1395ss(g)(1], or a policy issued under a demonstration project

authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or
designed primarily as a supplement ta reimbursements under medicare for the hospital, medical, or surgical
expenses of persons eligible for medicare. The term does not include:

(a) a policy or contract of one or mare employers or labor organizations or of the trustees of a fund
established by one or more employers or labor organizations, or a combination of employers, organizations,
and trustees, for employees or former employees, or a combination of current and former employees, or
for members or former members, or a combination of current and former members, of the labor
organizations; or

{b} individual policies or contracts issued pursuant to a conversion privilege under a policy or
contract of group or individual insurance when the group or individual policy or contract includes provisions
that'are inconsistent with therrequirements of this part or policies issued to employees or members as

additions to franchise plans in existence on April 8, 1981,
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{9) "Policy form” means the form on which the policy is delivered or issued for delivery by the

issuer."

Section 31. Section 33-22-807, MCA, is amended to read:

"33-22-807. Disclosure standards -- informational brochure -- rules. {1) 1n order to provide for full
and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement
policy may not be delivered or issued for delivery in this state and a certificate may not be delivered
pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an
outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage
must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in
advance of the date that the outline of coverage is delivered to any resident of this state.

(2} {a) The commissioner shall prescribe the format and content of the outline of coverage required
by subsection (1).

{b} For purposes of this section, "format" means style, arrangements, and overall appearance,
including such items as the size, color, and prominence of type and the arrangemant of text and captions,

{¢). The outline of coverage must include:

(i) a description of the principal benefits and coverage provided in the policy or certificate;

(i) a statement of the exceptions, reductions, and limitations contained in the policy or.certificate;

{iii} a statement of the renewal provisions, including any reservation by the issuer of a right to
change premiums and disclosure of the existence of any automatic renewal premium increases based on
the policyholder’s or certificate hoider’s age;

{iv) a statement that the outline of coverage is a summary of the policy or certificate issued or
applied for and that the policy or certificate should be consulted to determine governing contractual
provisions,

(3} The commissioner may prescribe by rule a standard form and the contents of an informational
brochure for persons eligible for medicare, which is intended to improve the buyer’s ability to select the
maost appropriate covérage and to improve the buyer’s understanding of medicare. Except in the case of
direct response insurance policies, the commissioner may require by rufe that the information brochure be
provided to any prospective insureds eligible for médicare at the same time that the outline of coverage is
delivered. With respect to direct response insurance policies, the commissioner may require by rule that the
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prescribed brochure be provided upon request, but not later than the time of policy delivery, to any
prospective insureds eligible for medicare,

(4} The commissioner may adopt reasonable rules for capticns or notice requirements, determined
to be in the public interest and designed to inform prospective insureds that particular insurance coverages
are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons
eligible for medicare, other than:

fa) medicare supplement policies or certificates; or

{b} disability income policies:

" (5) The commissioner may further adopt reasonable rules to govern the full and fair disclosure of
the information in connection with the replacement of accident and sickness policies or certificates by
persons eligible far medicare.

{6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare
benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state
shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule,

of the changes that it has made to the medicare supple.ment policy or certificate."

Section 32. Section 33-22-910, MCA, is amended to read:

"33-22-910. Filing requireménts for advertising. Every issuer of medicare supplement policies or
certificates in this state shall provide to the commissioner for the commissioner’s review-er approval a copy
of any medicare supplement advertising intended for use in this state, whether through written, radic, or

television medium."

Section 33. Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions. As used in this part, the following definitions apply:

(1) "Actuarial certification” means a written statement by a member of the American academy of
actuaries or other individual accep'tabla to the commissioner that a small employer carrier is in compliance -

with the provisions of 33-22-1809, based upon the person’s examination, including a review of the
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appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable health benefit plans.

| (2) "Affiliate” or "affiliated” means any entity or person who directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with a specified entity or person.

{3) "Assessable carrier” means all carriers of disﬂability insurance, including excess of loss and stop
loss disability insurance. .

(4) “"Base premium rate” means, for each class of business as to a rating period, the lowest
premium rate charged or that couid have been charged under the rating system for that ciass of business
by the sma# employer carrier to small em.ployersrwith similar case characteristics for health benefit plans
with the same or similar coverage.

(5) "Basic health benefit plan™ means a health benefit plan, except a uniform health benefit plan,
developed by a smait employer carrier, that has a lower benefit value than the small employer carrier’s
standard benefit plan and that provides the benefits required by 33-22-1827.

{6) "Benefit equivalency” means a method developed by the small employer carrier for comparing
the types of health care services and articles covered under a health benefit plan with the types of health
care services required to be covered under a uniform, basic, or standard heaith benefit plan. |

(7) "Benefit value" means an actuarially based method developed by the small employer carrier for
comparing the value of determinable contingencies covered under a health benefit plan with the value of
determinable contingencies required under a uniform, basic, or standard health benefit plan.

{8) "Board" means the board of directors of the program estabiished pursuant to 33-22-1818.

(9) "Carrier" means any person who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, and a health maintenance organization. For purposes of this part,
companies that are affiliated companies or that are eligible to file a consolidated tax return must. be treated
as one carrier, except that the following may be considered as separate carriers:

{a) aninsurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;

(b} a heaith maintenance grganization located in this state that is an affiliate. of an insurance
company or health service corpaoration; or

(c} a health maintenance organization that operates anly oﬁe health maintenance organization in
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an established geographic service area of this state.

{10) "Case characteristics” means demographic or other objective characteristics of a small
employer that are considered by the small employer carrier in the determination of premium rates for the
small employer, provided that gender, claims experience, health status, and duration of coverage are not
case characteristics for purposes of this part.

{11) "Class of business” means all or a separate grouping of small employers established pursuant
to 33-22-1808.

(12} "Dependent" means:

{(a} a spouse or an unmarried child under 19 years of age;

{b) an unmarried child, under 23 years of aga, who is a fuli-time student and who is financially
dependent on the insured;

{c) a child of any age whao is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or

{d) any other individual defined as a dependent in the health benefit plan covering the employee.

{13) "Eligible employee” means an employee who works an a full-time basis with a normal
workweek of 30 hours or more, except that at the sole discretion of the employer, the term.may include
an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long
as this eligibility criteria is applied uniformly among all of the employer’s employees. The term includes a
sole proprietor, a partne>r of a partnership, and an independent contractor if the sole proprietor, partner, or
independent contractor is included as an employee under a he'aith benefit plan of a small employer. The
term does not include an employee who works on a part-time, temporary, or substitute basis.

{14) "Established geographic service area" means a geographic area, as approved by the
commissioner and based on the carrier's certificate of authority to transact insurance in this state, within
which the carrier is authorized to provide coverage.

(18] "Health benefit plan" means any hospital or medical policy or certificate providing for physical
and mental health care issued by an insurance company, a fraternal benefit society, or a health service
corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does
not include:

{a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care,

or disability income insurance or_anv other limited benefit plan;
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(b) coverage issued as a supplement to liability insurance, workers’ compensation insurance, or
similar insurance; or

(c} automobile medical payment insurance.

(16) "Index rate" means, for each class of business for a }ating period for small employers with
similar case characteristics, the average of the applicable base premium rate and the corresponding highest
premium rate.

{17} “Late enrollee” means an eligible employee or dependent who requests enrollment in a health
benefit plan of a small employer following the initial enroliment period during which the individual was
entitled to enroll under the terms of the health benefit plan, provided that the initial enrctiment period was
a period of at least 30 days. However, an eligible empioyee or dependent may not be considered a late
enrollee if:

{a) the individual requests enrollment within 30 days after termination of the gualifying previous
coverage and:

{i} the individual was covered under qualifying previous coverage at the time of the initial
enrollment; or

(i) the individual lost coverage under qualifying previous coverage as a resuit of terminationv of
employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a
spouse, or divorce;

{b) the individual is employed by an employer that offers multiple health benefit plans and the
individual elects a differant plan during an open enrollment period; or

{c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under
a covered employee’s health benefit plan and a request for enroliment is made within 30 days after issuance
of the court order.

{18) "New business premium rate" means, for each class of business for a rating period, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
to small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.

{19) "Plan of operation" means the operation of the program éstablished pursuant to 33-22-1818.

(20) "Premium” means all money paid by a small employer and eligible employees as a condition
of receiving coverage from a small employer carriar, including any fees or other contributions associated
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with the health benefit plan.

(21) "Program”™ means the Montana small employer health reinsurance program created by
33-22-1818.

(22)-"Quaiifying brevious coverage" means benefits or coverage provided under:

(a) medicare or medicaid;

(b} an employer-based health insurance or health benefit arrangement that provides benefits similar
1o or exceeding benefits provided under the minimum basic health benefit plan; or

| {c) an individual health insurance policy, including cove.rage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance organization that provides
benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided
that the policy has been in effect for_ a period of at least 1 year.

{23) "Rating period" means the calendar pefiod for which premium rates established by a small
employer carrier are assumed to be in effect.

{24) "Reinsuring carrier” means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1819.

{25} "Restricted network provision™ means a provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31,
to provide health care services to covered individuals.

(28) "Small employer" means a person, firm, corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working days during the preceding calendar quarter,
employed at least 3 but not more than 25 eligible employee.s, the majorit\j of whom were employed within
this state or Were residents of this state. In determining the number of eligible employees, companies are
considered ane emplayer if they: |

(a} are affiliated companies;

{b) are eligible to file a combined tax return for purposes of stafe taxation; or

{c) are members of an association that: l

{i) has been in existence for 1 year prior to January 1, 1994;

{ii} provides a health benefit bian to empléyees of its members as a group; and

liijy does not deny coverage to any small employer member of its association or any employee of
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its small employer members who applies for coverage as part of a group.

(27) "Small employer carrier” means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

(2B) "Standard health benefit plan® means a health benefit plan that is developed by a small

employer carrier and that contains the provisions required pursuant to 33-22-1828."

Section 34. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of fosses — exemption from taxation. (1)
Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the pian necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of aperation if the commissioner determines it to be suitable to ensure the fair,
reasonable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or losses on an equitable and proportionate basis in accordance with the prdvisions of this
section. The plan of operation is effective upon written approval by the commissionar.

(2) If the board fails to submit a suitable plan of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promuigate and adopt a temporary plan of operation. The
commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan
of aperation is submitted by the board and approved by the commissioner.

{3) The plank of operation must:

{a) establish procedures for the handling and accounting of program assets and money and for an
annual fiscal reporting to the commissioner;

(b} establish procedures for selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

{c) establish procadures for reinsuring risks in accordance with the provisions of this section;

(d) establish procedures for collecting assessments from assessable carriers to fund claims incurred
by the program; |

(e) astablish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to be incurred by the program; and |

(f} provide for any additional matters necessary for the implementation and administration of the
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program.

(4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue health benefit plans directly to either groups or individuals. In addifion, the program may:

{a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approval of the commissioner, to enter into contracts with similar
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions; |

{b) sue or be sued, including taking any legal actions necessary or proper to recover any premil.;ms
and penalties for, on behalf of, or against the program or any reinsurihg carriers;

{c) take any legal action necessary to avoid the payment of improper claims against the program;

{d} define the health benefit plans for which reinsurance will bé provided and to issue reinsurance
policies in accordance with the requirements of this part;

{e] establish conditions and procedures for reinsuring risks under the program;

{f) establish actuarial functions as appropriate for the operation of the program;

(g) appoint appropriate legal, actuarial, and other committees as necessary 1o provide technical
assistance in operation of the program, policy and other cantract design, and any other function within the
autharity of the program;

(n) to the extent permitted by federat law and in accordance with subsection (8){c), make annual
assessments against assessable carriers and make interim assessments to fund claims incurred by the
program; and ‘

(i) borrow money to effect the purposes of the program. Any notes or other evi&ence of
indebtedness of the program not in default are legal investments for carriers and may be carried as admitted
assets.

{5} A reinsuring carrier may reinsure with the program as provided for in this subsection {5):

{a) With respect to a basic health benefit plan or a standard heaith benefit ptan, the program shall
reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to
the level of coverage provided in a basic or standard health benefit plan.

(b} A small employer carrier may reinsure an entire employer group within 60 days of the

commencement of the group’s coverage under a health benefit pian.
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{c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days
following the commencement of coverage with the small employer. A newly eligible empioyee or dependent
of the reinsured small employer may be reinsured within 60 days of the commencement of coverage.

{d) {i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured
employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent
of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s liability under this subsection (d)(i) may not exceed a
maximum limit of $25,000 in any célendar year with respect to any reinsured individual.

() The board annually shall adjust the initial level of ¢claims and maximum limit to be retained by
the carrier to reflect increases in costs and utilization within the standard market for health benefit ptans
within the state. The adjustment may not be less than the annual change in the medical cdmponent of the
consumer price index for all urban consumers of the United States department of labor, bureau of labor
statistics, unless the board proposes and the commissioner approves a lower adjustment factor.

{e) A small employer carrier may terminate reinsurance with the program for one or more of the
reinsured employees or dependents of a small employer on any anniversary of the heaith benefit plan.

{fi A small employer group health benefit plan in effect before January 1, 1994, may not be

reinsured by the program until January-3—1887—and-then-enly—f the board determines that sufficient

funding sources are available.

(g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including.
utilization review, individual case management, preferred provider provisions, and other managed care
provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

{(6) (al As part of the plan of operation, the board shall establish a methodology for determining
premium rates to be charged by the program far reinsuring small employers and individuals pursuant to this

section. The methodology must include a system for classification of small employers that reflects the types

of case characteristics commonly used by small employer carriers in the state. The methodology must

provide for the development of base reinsurance premium rates that must be multiplied by the factors set
forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at

levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the
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calendar year. For purposes of this section, expenses include administrative expenses, one-half of the
program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred,
adjusted to reflect retention leveis required under this part.

(b) Premiums for the program are as follows:

(i) An entire small empioyer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

{iil An eligible employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection {6).

{c} The board shall annually review the methodology established under subsection {6){a), including
the system of classification and any rating factors, to ensure that it is actuarially sound and that it
reasonably reflects the claims experience of the program. The board may propose changes to the
methodology that are subject to the approval of the commissioner.

(d) The board may consider adjustments to the premium rates charged by the program to reflect
the usa of effective cost containment and managed care arrangements.

{7) | a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-1809.

{8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner
the program net loss for the previous calendar year, including administrative expenses and incurred losses
for the year, taking into account investment income and other appropriate gains and losses, and the
actuarially anticipated losses for the calendar year, The sum of one-half of the program net loss for the
previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment
amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount
must equal the actuarially anticipated losses for the calehdar year.

(b) (i} Each assessable carrier shall share in the pfogram in an amount determined by multiplying
the total assessment amount by a fraction, the numerator of which is the number of individuals in this state
covéred under disability insurance by the assessable carrier and the denominator of which is the number
of all individuals in this state covered under disability insurance by all assessable carriers.

(i} The board shall make a reasonable effort to ensure that each insured individual is counted only

once for the purpose of assessment. The board shall require each assessable carrier that provides excess
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of loss or stop loss insurance to include in its count of insured individuals all individuals whose coverage
is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board
shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of

insured individuals those who have been counted by a pfimary- disability insuraer or by a primary reinsurer.

commissioper-as-roquired-by-33-22-1820- The board may use any reasonable method of estimating the
number of individuals insured by an assessable carrier if the specific nhumber is unknown.

(¢} The board shall make an annual determination in accordance with this section of each
assessable carrier's liability for its share of the contribution to the program and, except as otherwise
provided by this section, make an annual assessment againét each assessable carrier to the extent of that
liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written
notice of the assessment. An assessable carrier that ceases doing business within the state is liable for
assaessments until the end of the calendar year in which the assessable carrier ceased doing business. The
board may determine not to assess an assessable carrier if the assessable carrier’s liability determined in
accordance with this section does not exceed $10.

{d) The board may establish and maintain program reserves not to exceed five times the actuariatty
anticipated losses for the calendar year.

{e). If the sum of the reinsurance premiums ahd assessments in any calendar year exceeds the sum
of the administrative expenses and incurred claims for that year, the board may propartionately credit the
axcess to assessable carriers or it may place the excess in program reserves, subject to the limits in
subsection (8)(d).

(9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any other joint collective action required by this part may not be the basis of any legal
action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly -
or separately. 4

(10} The board, as part of the plan of operation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In
establishing the standards, the board shall take into consideration the need to ensure the broad availability
of coverages, the objectives of the program, the time and effort expended in placing the coveras}e, the need
to provide ongoing service to small employers, the levels of compensation currently used in the industry,
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and the overall costs of coverage to small employers selecting these plans.

{11} The program is exempt from taxation.

(12} On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legisiature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small employers, and any recommendations for change to the plan of operation.

{13) All premiums and other money paid to the small employer carrier reinsurance program and all
property and securities acquired through the use of money and interest and dividends earned on money
belonging to the small employer carrier reinsurance program are solely the property of the program and
must be used exclusively for the operétions and obligations of the program. Money collected by the

program is not subject to legislative appropriation.”

Section 35. Section 33-22-1820, MCA, is amended to read:

"33-22-1820. Periodic market evaluation -- report. The beard-shall commissioner may study and

report at least every 3 years to the eemrissioner governor or other interested persons on the effectiveness

of this part. The report must analyze the effectiveness of this part in promoting rate stability, product
availability, aﬁd coverage affordability. The report may contain recommendations for actions to improve the
averall effectiveness, efficiency, and fairness of the small employer health insur.ance markets. The report
must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans
to small employers in fulfilment of the purposes of this part. The report may contain recommendations for

market conduct or other regulatory standards or action.”

Section 36. Section 33-22-1828, MCA, _i.s amended to read:

"33-22-1828. Benefits required in standard benefit plan. (1) The minimum benefits must be equal
to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per
person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per
family on the total annual out-of-pocket expenseé for services covered. The coverage may be subject to
a maximum Iifetimé benefit, but a maximum, if ény, may not be less than $1 million. "

{2) The commissioner may not require coverage in a standard health benefit plan for any benefit
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unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A
small employer carrier may offer coverage for additional services and articles.

(3} A standard heaith benefit plan provided by a health maintenance organization or a basic heaith
benefit plan with a restricted network provision must provide a comparabie level of benefits to those

required by subsection (1), as determined by the benefit-equivalerey-and benefit value.”

Section 37. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -- construction of other related laws. (1) All health service
corporations are subject to the provisions of this ;::hapter. In addition to the provisions contained in this
chapter, other chapters and provisions of this title apply to health service corporations as follows:
33-3-308; 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and
Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111;anrd-33-3-703-through-33-3-04.

{2) A law of this state other than the provisions of this chapter applicable to health service

corporations must be construed in accordance with the fundamental nature of a health service corporation,

and in the event of a conflict the provisions of this chapter prevail."

Section 38. Section 33-30-107, MCA, is amended to read:

"33-30-107. Annual statement. (1} On or before March 1 of each year, each health service
corporation shall file an annual statement for the- preceding year on form No. 13 N.A.L.C. with the
commissioner of insurance. This annual statement must be completed in accordance with the national
association of insurance commissioners’ annual statement instructions.

{2) The health service corporation shall file a statement containing any otherinformation concerning
its financial affairs that may be reasonably requested by the commissioner.

(3} {a) Each health service corporation shall file electronic diskette versions of its annual and
quarterly financial statements with the national association of insurance commissioners. The filing date for
submission of the annual statement diskette is March 1. The filing dates for the other three quarterly
statements are as follows:

(i) the first quarter statement is due May 15;

{ii) the second quarter statement is due August 15; and

{iii) the third quarter statement is due November 15.
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(b} The commissioner may exempt health service corporations operating only in Montana from
these filing reqguirements.

{4) The commissioner may, after notice and hearing, suspend or revoke a health maintenance

organization’s license or impaose a fine not to exceed $100 a day and not to exceed $1,000 upon a health

maintenance organization that fails to file an annual statement as required by this part."

Section 39. 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
te an insurer or health service corporation licensed and regulated pursuant to the insurance or health service
corboration laws of this state except with respect to its health maintenance organization activities
authorized and requlated 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 profession'als.

{3) A health maintenance organization authorized under this chapter may not be considered to be
practicing medic'me 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 requirements under Title 50, chapter b, parts 1 and 3. _

{5) The provisions of this section do not exempt a health maintenance organization from the

prohibition of pecuniary interest under 33-3-308 or the material transaction disclosure requirements under

33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the

purposes of 33-3-308 and 33-3-701 through 33-3-704."

Section 40. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement -- revocation for failure to file - penalty for false swearing. {1)
Unless it is operated by an insurer or a health service corporation as a plan, each authorized health
maintenance 6rganization 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. The
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statement must be in the general form and content required by the commissioner. The statement must be
verified by the ocath of at least two principal o_fficers of the health maintenance organization. The
commissioner may -his-diseretion waive any verification under oath.

(2) At the time of filing its annual statement, the health ranalintenance organization shall pay the
commissioner the fee for filing its statement as prescribed in 33-31-212. The commissianer rhay refuse to
accept the fee for continuance of the insurer’s certificate of authority, as provided in 33-31-212, may
impose a penalty of $100, or may m—h+s-d+se+eﬂeﬂ suspend or revoke the certificate of authority of a health
maintenance organization that fails to file ah annual statement when due. Each day that the insurer fails
to file its annual statement constitutes a separate_violation. The total penalty may not exceed $1,000.

{3} The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for
each vialation upon a director, officer, partner, member, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or pubiishing an annual
statement required by faw that contains a material statement whieh that is false. |

(4} The commissioner may require sush reports as-he that the commissioner considers reasonably
necessary and appropriate to enable hiss the commissioner to carry out his the commissioner’s duties under
this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan."

NEW SECTION. Section 41. Uniform claim forms and procedures. (1) The commissioner of
insurance, after consultation with the health care advisory council, may adopt by rule uniform health
insurance claim forms and uniform standards and procedures for the use of the forms and processing of
claims, including the submission of claims by means of an electronic claims processing system.

{2} The commissioner may contract with a private or public entity to administer and operate an
electronic claims processing system, If the commissioner elects to contract for administration and operation

of the system, the commissioner shall award a contract according to Title 18, chapter 4.

NEW SECTION. Section 42. Statute of limitations. The period prescribed for the commencement
of a civil or administrative action by the commissioner for alleged violation of Title 33 is within 2 years of

the commissioner’s discovery of the facts constituting the aileged violation.

Dijvision

%gislative '
ervices ) -44 - : HB 131



55th Legislature | " HBO131.02

QO W W N G W N =

WO N RN N NN RN N RN N m e O e e S e ek
O W M N R W N = O W N, e N =

NEW SECTION. Section 43. Filing or making false statements. (1) A person may not purposely
or knowingly make or cause to be made, in any document filed with the commissioner or in any proceeding
before the commissianer, any. statement that is, at the time and in the light of the circumstances under
which it is made, false or misleading.in any material respect.

(2} A person found to have willfully violated subsection (1) is subject to a fine of up to $5,000 and,

if applicable, may be subject to the criminal laws of this state.

NEW SECTION. Section 44. Credit life and disability applications. (1) The insurance producer
who effects the sale of a policy or certificate of credit life and disability insurance shall sign the application.

(2) An insurance company may not accept an application for credit life and disability insurance
unless the application is signed by the irisurance producer who effected the sale. |

(3) This section does not apply to policies or certificates subject to the provisions of 33-21-204,

NEW SECTION. Section 45. Service contract insurance. (1) Service contract insurance is a
contract or agreement for a separately stated consideration or for a specific duration to:

{a} perform the repair, replacement, or maintenance of property; or

{b) indemnify for repair, replacement, or maintena'nce of property.

(2} Service éontract insurance does not include contracts or agreements that:

{a) are indemnified only by the seller or manufacturer; and

{b} insure only the inherent quality of the prodl.ict.

NEW SECTION. Section 46. Loss and loss expense reserves for property and casualty insurance.
{1} (a} In determining the financial condition of a property and casualty insurer for the purpose of applying
the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss
expense reserves at least equal to the amounts required under the provisions of this section must be
included in the insurer’s liabilities. The date from which the determination, statement, or report is made
is, for the purpose of this part, the date of determination.

{b) Accepted actuarial standards as adopted by the actuarial standards board must be taken into
consideration for the purpose of determining the loss reserves and loss expense reserves.

{2} Except as provided in subsections {3) and (4], the reserves for all cutstanding losses and loss

Legisiative
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expenses must include the following:

(a) the aggregate estimated amounts due or to become due on account of all known losses, claims,
and loss expenses incurred but not paid, including the estimated liability on any natice received by the
insurer of the occurrence of any event that may result in a loss; and

(b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has
not been received, estimated in accordance with the insurer’s prior experience, if any, or otherwise in

accordance with Montana industry data EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS

'STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated

liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10%
of the net premiums in force, and fhe estimated liabilities for all of those losses under ail the insurer’s surety
contracts may not be less than 5% of the net premiums in force. |

{3) Except as provided in subsection (4), tabuiar reserves for outstanding losses under poli;:ies of
workers’ compensation insurance may be actuarially calculated for both indemnity and medical payments.
The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are:

{al calculated using discounts determined with reference to actuarial tables, which incorporatré
mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably
determinable payment stream associated with lifetime benefit cases; or

{b} annuities certain, such as those arising from structured settlements.

{4) Whenever, in the judgment of the commissioner, the loss and loss expense -reserves of any
property and casualty insurer doing business in this state, calculated in accordance with the provisibns of
this section, are inadequate or excessive, the commissioner may prescribe any other method that will
produce adequate and reasonable reserves,

(5) The excess, if any, of statutory reserves over statement reserves must be caiculated in
accordance with the annual statement instructions adopted by the national association of insurance

commissioners.

NEW SECTION. Section 47. Repealer, Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722,
33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202, 33-22-1203, 33-22-1204, and 33-22;1‘205,
MCA, are repealed.
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NEW SECTION. Section 43. Codification instruction. (1) [Section 42 41} is intended to be codified
as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5, apply to
[section 42 41].

{2) [Sections 43-anrd-44 42 AND 43] are intended to be codified as an integral part of Title 33,
chapter 1, part 3, and the provisions of Title 33, chapter 1, part 3, apply to [sections 43-and-44 42 AND
431, |

{3) [Section 46 44] is intended to be codified as an integral part of Title 33, chapter 21, part 1,
and the provisions of Title 33, chapterI21, part 1, apply to [section 4& 441,

{4) [Section 48 45] is intended to be codified as an integral part of Title 33, chapter 1, part 2, and
the provisions of Title 33, chapter 1, part 2, apply fo [section 486 45].

{6} [Section 4Z 48] is intended to be codified as an integrai part of Title 33, chapter 2, part 5, énd

the provisions of Title 33, chapter 2, part 5, apply to [section 47 48].

NEW SECTION. Section 49, Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. if a part of [this act] is invalid in one or more of its

applications, the part remains in effect in all valid applications that are severable from the invalid

applications.
-END-
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HOUSE BILL NO. 131
INTRODUCED BY SIMON
BY REQUEST OF THE STATE AUDITOR

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDING A STATUTE OF LIMITATIONS FOR
ACTIONS BROUGHT BY THE COMMISSIONER OF INSURANCE; PROVIDING PENALTIES FOR
MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRING THAT CREDIT LIFE AND DISABILITY
INSURANCE APPLICATIONS BE SIGNED BY THE INSURANCE PRODUCER EFFECTING THE SALE; DEFINING
"SERVICE CONTRACT INSURANCE"; AMENDING SECTIONS 18-8-103, 33-2-307, 33-2-317, 33-2-514,
33-2-517, 33-2-537, 33-2-704, 33-2-806, 33-2-13569, 33-2-1902, 33-3-303, 33-3-307, 33-4-202,
33-4-203, 33-4-204, 33-4-313, 33-4-314, 33-5-402, 33-10-202, 33;1 5-1106, 33-16-1027, 33-1 7.-102,
33-17-212, 33-17-301, 33-17-1203, 33-18-210, 3318301+ 33-20-101, 33-22-107, 33-22-508,
33-22-903, 33-22-907, 33-22‘-910, 33-22-1803, 33-22-1819, 33-22-1820, 33-22-1828, 33-30-102,
33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS 33-2-515, 33-2-536,
33-2-721,33-2-722,33-2-723, 33-4-404,33-4-409,33-22-1201,33-22-1202,33-22-1203,33-22-1204,
AND 33-22-1205, MCA."

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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HOUSE BILL NO. 131 .
INTRODUCED BY SIMON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; RROMIDING-ASTATUTE SR HMITATONS FOR
ACTHONS BROUGHT—BY THECOMMSSIONER—OFINSURANGE:; PROVIDING PENALTIES FOR
MISREPRESENTATIONS IVII'-_\_DE TO THE COMMISSIONER; REQUHRING THAT CREDHFLHFEAND DISARHITY
: DEFINING

"SERVICE CONTRACT INSURANCE"; AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-317,
33-2-514, 33-2-517, 33-2-537, 33-2-704, 33-2-806, 33-2-1359, 33-2-1902, 33-3-303, 33-3-307,
33-4-202, 33-4-203, 33-4-204, 33-4-313, 33-4-314, 33-5-402, 33-10-202, 33-15-1105, 33-15-11086,
33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33-18-210, 3334836+ 33-20-107,
33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1818, 33-22-1820,
33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS
33-2-515, 33-2-536, 33-2-721, 33-2-722, 33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202.
33-22-1203, 33-22-1204, AND 33-22-1205, MCA."

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

Section 1. Section 18-8-103, MCA, is amended to read:

"18-8-103. Exemptions. This part does not apply to employment of:

{1) registered professional engineers, surveyors, real estate appraisers, or registered architects;

{2) physicians, dentists, or other medical, dental, or health care providers;

{3) expert witnesses hired for use in litigation, hearings officers hired in rulemaking and contested
case proceedings under the Montana Administrative Procedure Act, or attorneys as specified by executive
order of the governor;

{4) consulting actuaries to the public retirement boards, er the state compensation insurance fund,

or the commissioner of insurance;

{6) private consuitants employed by the student associations of the university system with money

\ngislaﬂ've 2ND RD - 2ND HOUSE
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raised from student activity fees designated for use by those student associations; or

{6) private consultants employed by the Montana state lottery."”

SECTION 2. SECTION 33-1-1205, MCA, 1S AMENDED TO READ.

"33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers.
(1) Each insurer, independent adjuster, independent administrator, independent consuitant, and independent
producer shall cooperate fully with the commissioner with respect to the provisions of this part.

(2) Aninsurer, an officer, or an employee-erpreducer of the insurer, an independent adjuster, an
independent administrator, an independent consultant, or an independent producer who has reason to
believe that an insurance fraud has been or is being committed shall provide notice of the alleged insurance

fraud to the commissioner within 60 days. A producer of an insurer who has reason to believe that an

insurance fraud has been or is being committed shall provide notice within 60 days of discovery of the

alleged insurance fraud to the insurer who shall within 30 days of receiving notice from the producer report

it to the commissioner.

{3) Notice to the commissioner by an insurer who has reason to believe that an insurance fraud
has been committed in connection with an insurance claim, application, or policy tolls any applicable time
period, for the commissioner, in any applicable insurance statute, reiated insurance regulation, or applicable
sections of the criminal code and tolis any time period arising under 33-18-232 or 33-18-242 regarding

unfair claims settlement practices.”

Section 3. Section 33-2-307, MCA, is amended to read:

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

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

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

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

(A) the minimum capital and surplus reguirements of 33-2-109 and 33-2-110; or

{B) $7 million. An insurer possessing less than $6 $7 million caprtal and surplus may satisfy the
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requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The
commissioner’s finding must be based upon such factors as quality of management, capital, and surplus
of a parent company; company underwriting profit and investment income trends; and company record and
reputation within the industry. The commissioner may not make an affirmative finding of acceptability when
the surplus lines insurer’s capital and surplus is less than $8 $7 million.

{ii) in the case of Lloyd's or another similar group including incorporated and unincorporated alien
insurers, the insurer maintains a trust fund of not tess than $50 million as security to the full amount of
capital and surplus for all policyholders and creditors in the United States of each member of the group.
The incorporated members of the group may not engage in any business other than underwriting as &
member of the group and must be subject to the same level of solvency regulation and control by the
groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms
and conditions established in subsection {1}{b)(iv) for alien insurers.

{ili) in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial equivalent, of not iess than $15 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder,
gach individual syndicate shall maintain minimum capital and surplus, or their substantial equivalent, of not
less than $1.6 million. If the insurance exchange does not maintain funds for the protection of each
insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surptus
requirements of subsection {1}{b}(i}.

{iv) in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust
fund in either a naticnal bank or a member of the federal reserve system, in an amount not less than $1.5
million, for the protection of ali its policyholders in the United States and the trust fund consists of cash,
securities, or letters of credit or of investments of substantially the same character and quality as those
which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus
or its equivalent, must have an expiration date that may not at any time be less than 5 years. In additicn,
the alien insurer must appear on the national association of insurance commissioners’ Non-Admitted
Insurers Quarterly Listing.

(c) has provided the commissioner a copy of its current annual statement, certified by the insurer
A6 not more than 6 months after the close of the period reported upon, or quarterly if considered necessary
" Legislative
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by the commissioner, and which is either:

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

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

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

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

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

iy is in unsound financial condition;

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

(iiiy has willfully violated the laws of this state; or

(iv} does not make reasonably prompt payment of just losses and ¢laims in this state or elsewhere.

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

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

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

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

liabilities and capital of the insurer for the protection of policyholders."

Section 4, Section 33-2-317, MCA, is amended to read:
"33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the

following kinds of insurance when placed by a licensed insurance producer of this state:
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(1) wet marine a-nd—t-mnepeﬂeﬂeﬁ—msuﬁanees insurance;

(2} insurance on subjects located, residing, or to be performed wholly outside of this state or on
vehicles or aircraft owned and principally garaged outside this state;

(3} insurance on property or operations of railroads engaged in interstate commerce; and

{4} insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in
scheduled interstate flight or cargo of the aircraft or against liability, other than workers’ compensation and

employers’ liability, arising out of the ownership, maintenance, or use of the aircraft.”

Section 5. Section 33-2-514, MCA, is amended to read:
"33-2-614. Reserve for disability insurance. (1) For all disability insurance policies, the insurer
shall maintain an active life reserve which-shall-place that places a sound value on its liabilities under sueh

the policies and that may not be ret less than

unearned premiums for sueh the policies.

{2) _The commissioner may promulgate rules to define additional standards for reserve

requirements.”

Section 6. Section 33-2-517, MCA, is amended to read:

"33-2-617. Title insurance reserves. {1) In addition to an adequate reserve as to outstanding
lasses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium
reserve of not less than an amount computed as follows:

{a) Ten percent of the total amount of the risk premiums written in the calendar year for title
insurance contracts shall must be assigned originally 1o the reserve.

{b) During each of the 20 years next following the year in which the title insurance contract was
issued, the reserve applicable to the contract shal must be reduced by 5% ot the original amount of sueh
the reserve.

{2) The reserve sums herein required te-bereserved by subsection (1) for unearned premiums on

contracts of title insurance shal must at all times and for all purposes be considered and constitute

unearned portions of the criginal premiums and shkah must be held in trust for the benefit of policyholders.

{3) The reduction of the unearned premium reserve required by subsection {1)(b} efths-—section
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shal must be made for all title insurance contracts issued after December 31, 1958, with respect to which

10% of the risk premiums have been assigned to the reserve pursuant 1o subsection {1}{(a) efthissection.

December31—1846- |f the insurer has not reduced the amount of its unearned premium reserves pursuant

to subsection {1){b) for a previous year or years, the insurer shall make the reduction for the prior vear or

years in_its next accounting year.”

Section 7. Section 33-2-637, MCA, is amended to read:

"33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability
plans. (1) In the case of a plan of life insurance that provides for future premium determination, the
amounts of which are to be determined by the insurer based on then estimates of future experience, or in
the case of a plan of life insurance or annuity that is of saeh a nature that the minimum reserves cannot
be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under
the plan must:

{al be appropriate in relation to the benefits and the pattern of premiums for that plan; and

(b} be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529-

I . I l \ ; . .
{2) The commissioner shall may promulgate a rule containing the minimum standards applicable

to the valuation of disability plans.”

Section 8. Section 33-2-704, MCA, is amended to read:

"33-2-704. Insured lives reporting requirement. On or before February—36 March 1 of each year,
each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the
number of Montana residents insured on February 1 under any policy of individual or group disabitity

insurance, including excess of loss or stop loss insurance policies covering disability insurance.”

Section 9. Section 33-2-806, MCA, is amended to read:
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"33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets
categories of investments only within applicable iimits as follows:

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

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

(3) Aninsurer, other than title insurer, shall invest and maintain invested funds not less in amount
than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like
kinds of insurance, only in cash and the securities provided for uhder—the—felawingseetions: in
33-2-811(1), 833-2-812, and 33-2-830.

{4) A life insurer shall also invest and keep invested its funds in an amount not less than the
reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, in securities, in both cash and securities, or in investments provided for under in 33-2-531.

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

(6) Except with the commissioner’s consent, an A#n insurer may not invest and have invested at

any one time in aggregate amount more than 15% of its assets in all stocks wrder provided forin 33-2-820
and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes
of this provision must be based on,t.he cost of the stocks to the insurer. This provision does not apply a5
to stock of a controlled or subsidiary insurance corperation or other carporations wheer provided for in
33-2-821 and 33-2-822,

{7) Except with the commissioner’s consent, an insurer may not have invested at any one time
more than 5% of its assets in securities allowed whder in 33-2-824. Money market funds, as defined by
{ Legislative
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the commissioner by rule, are exempt from_the 5% limitation of this subsection.

(8) Except with the commissioner’'s consent, an insurer may not have invested at any one time
more than 10% of its assets in the class of securities described in ary-enre-ef-the—{felowing sections:
33-2-814, 33-2-B19, and 33-2-823.

(9) Limits aste of investments in the-category-of real estate shaH must be as provided in 33-2-832.

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

Section 10, Section 33-2-13b9, MCA, is amended to read:

"33-2-1359. Setoffs and-eeunterclaims. (1) Mutual debts or mutual credits between the insurer
and another person in connection with any action or proceeding under this part shall must be set off and
the balance only sha+l»—be allowed or paid, except as provided in subseetien—{}and 33-2-1362 and
subsection (2) of this section.

(2) Ne A setoff er-eounterslaim may not be allowed in favor of any person when:

(al the obligation of the insurer to the person would not at the date of the filing of a petition for
liquidation entitle the person to share as a claimant in the assets of the insurer;

(b} the obligation of the insurer to the person was purchased by or transferred to the person with
a view to its being used as a setoff; or

{c} the obligation of the person is to pay an assessment levied against the members or subscribers
of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other

way in the nature ot a capital contribution.;-e+

Section 117. Section 33-2-1902, MCA, is amended to read:

"33-2-1902. Definitions. As used in this part, the following definitions apply:

(1) "Adjusted RBC report™ means an RBC report that has been adjusted by the commissioner in
accordance with 33-2-1903(5b}.

{2} "Corrective order" means an order issued by the commissioner specifying corrective actions
that the commissioner has determined are required.

{3) "Domestic insurer” means any insurance company domiciled in this state.

(4) "Foreign insurer” means any insurance company licensed to do busingss in this state under

. Legislative

N Services -8B - HB 131

~ Division



55th Legislature HB0131.03

BWwN

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

33-2-116 but not domiciled in this state.
(5) "Lite or disability insurer” means:
{a) any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of disability insurance, as described in 33-1-207, or life insurance, as described in 33-1-208; e
{b) alicensed property and casualty insurer writing only disability insurance,_or

(c) anv insurer engaged solely in the business of reinsurance of life or disability contracts.

(6) "NAIC" means the national association of insurance commissioners.

(7) "Negative trend” means, with respect to a life or heafth insurer, a negative trend over a period
of time, as determined in accordance with the trend test calculation included in the RBC instructions.

(8) (a) "Property and casualty insurer” means :

{i} any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of property insurance, as described in 33-1-210, or casualty insurance, as described in 33-1-206;

(ii) any insurance company engaaged solely in the business of reinsurance of property and casualty

contracts; or

{iii} any insurance company engaged in the business of surety and marine insurance.

{b) The term does not include monaline mortgage guaranty insurers, financial guaranty insurers,
and title insurers.

{9) "RBC instructions” means the RBC report, including risk-based capital instructions adopted by
the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the
procedures adopted by the NAIC.

(10} "RBC leve!" means an insurer’s authorized control level RBC, company action level RBC,
mandatory control level RBC, or regulatory action level RBC, where:

{a) "authorized cantrol level RBC" means the number determined under the risk-based capital
formula in accordance with the RBC instructions;

(b} "company action level RBC" means, with respect to any insurer, the product of 2 and its
authorized control level RBC;

{c) "mandatory control level RBC" means the product of 0.70 and the authorized control level RBC;
and

(d) "regulatory action levei RBC" means the product of 1.5 and its authorized control level RBC.

{11) "RBC plan" means a comprehensive financial plan containing the elements specified in
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33-2-1904(2). If the commissioner rejects the RBC plan and it is revised by the insurer, with or without the
commissioner’s recommendation, the plan must be called a revised RBC ptan.

{12) "RBC report" means the report required in 33-2-1903.

{13) "Total adjusted capital” means the sum of:

{a) an insurer’s statutory capital and surplus; and

{b} other items, if any, as the RBC instructions may provide."”

Section 12. Section 33-3-303, MCA, is amended to read:

"33-3-303. Meetings of stockholders or members. (1) Meetings of stockholders or members of
a domestic insurer skall must be held in the city or town of its principal office or place of business in this
state.

(2) Ne A meeting of stockholders or members shall may not amend the insurer’s articles of
incorporation unless the proposal se to amend was included in the notice of the meeting.

(3] Except with the commissioner’s consent, each Eaeh-insurer shall, during the first 6 months of

each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or
occurring in the board of directors, must receive and shall consider reports of the insurer’'s officers as to
its aftairs, and shall transact sweh other business as-say properly be brought before it. Not less than 20
days’ notice shal must be given of sueh the meeting in the manner provided in the bylaws, except where
when notice of the annual meeting of a mutuatl insurer is cantained in its policies.

(4) Special meetings of the stockholders or members may be called at any time for any purpose

by the board of directors upon not less than 10 days’ notice, with notice given as provided in the bylaws.

The notice shalt must state the purpose of the meeting, and re business for which notice was not given

may not shak be transacted at the meeting 6éf-which-rotico-was—hot-so-given,

(5) It more than 1% months are aliowed to elapse without an annual stockholders’ or members’

meeting being held, any stockholder or member may call sueh—=2 for_ an annual meeting to be held. At any
time, upon written request of any director or of any stockholders or members holding in the aggregate
one-fifth of the voting power of all stockhalders or members, it shalibe is the duty of the secretary 1o call
a special meeting of stockhelders or members 1o be held at sueh the time as that the secretary may fix, not
less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue sueh a call,
the directar, stockholders, or members making the request may do so.
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{6) A stockholders’ or members’ meeting duly held ean may be organized for the transaction of
business whenever a guorum is present. Except as otherwise provided by law or the articles of
incorporation:

(a) the presence, in person or by proxy, of the holders of a majority of the voting power of all
stockholders or of all members shat-eonstityte constitutes a quorum;

(b} the stockholders or members present at a duly organized meeting ear may continue to do
business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave
less than a quorum;

{c) if any necessary officer fails 1o attend sueh a meeting, any stockholder or member present may
be elected to act temporarily in lieu of amy-sueh the absent officer;

(d) if a meeting cannot be erganized held because a quorum has-net-attended is not present, those
present may adjourn the meeting to sueh a time as that they may determine, but in the case of any meeting
called for the election of any director, the adjournment must be to the next day and those who attend the
second efsueh-adiourned-meetings meeting, although less than a quorum as fixed in this section or in the
art'nles of incorporation, shallrevertheless constitute a quorum for the purpose of electing any director;
and

(e} an annual or special meeting of stockholders or members may be adjourned to another date

without new notice being given.”

Section 13. Section 33-3-307, MCA, is amended to read:
"33-3-307. Bond of officers. (1} The president, secretary, and treasurer of every each mutua!
insurer gr_stock insurer shaill each file with the commissioner and thereatter maintain in force so long as ke

that individual is eash an officer a fidelity bond in the-sum-0£4$310,080 an amount set by the commissioner

by rule and issued by an authorized corporate surety in favor of the insurer. The commissioner shall

consider the insurer's exposure, total assets, and total income in determining the bond amount. in lieu of

individual bonds, aHl-sueh otfficers may be covered under a blanket bond for the same respective amounts;.
and-whieh The blanket bond shalH-hikewise must be filed with the commissioner.
{2} The premium for the bond shak must be payable by the insurer.
{3) Ne-sueh A bond shalt s not be subject to cancellation except upon written notice to both the
insurer and the commissioner, delivered not less than 30 days in advance of the effective date of sueh the
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cancellation.

{4) The insurer shall provide for the bonding by authorized corporate surety of ail other officers in
any way responsible for the handling of the funds of the insurer.

{5) This section shall may not be deemed considered to limit the amount of bonded protection

which that the insurer may carry as to any officer.”

Section 14. Section 33-4-202, MCA, is amended to read:

"33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. (1) The
individuals proposing to form a farm mutual insurer as referred to in 33-4 2071 shall file with the
commissioner:

{a) a declaration of their intention to form the corporation signed by at least 100 incorporators if
a proposed state mutual insurer or by at least 25 incorporators if a proposed county mutual insurer; and

(b} four copies of proposed articles of incorporation executed i-teiplieate by three or more of the

incorporators, @
of-convayance-ofrealpreperty The signatures of the incorporators must be notarized.

(2) The articles of incorporation must state:

(a) the néme of the corporation. |f a state mutual insurer, the words "farm mutua!” must be a part
of the name; if a county mutual insurer, the name must contain the words "farm mutual” or "rural mutua!”
together with the name of the county in which its principal place of business is to be located. The name
may not be so similar to one already used by a corporation in this state as to be misleading.

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

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

{d} the objects and purposes for which the corporation is formed;

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

(f) the duration of its the corporation’s existence, which may be perpetual;

{g) the number of its directors, which may not be less than 5 or more than 11, and the names and

addresses of the members of the initial board of directors appointed to manage the affairs of the corporation
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until the first annual meeting of the members ard at which time successors are elected and qualified;

(h) other provisions, not inconsistent with law, considered appropriate by the incorporators;

() the names, residences, and addresses of the incorporators and the value of their property to be
insured in the county or counties where the operations of the corporation are to be earried-en transacted.

(3) At the time of filing of the artic}es of incorporation as provided in subsection (1), the
incarporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit the fees

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

Section 15. Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence. (1} If the 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 commissioner
shall make a certificate of the facts.

{2} 1t 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 misiead the public, the
commissicner 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 commissioner, the
commissioner shall endorse the eemmissioner™s approval upon each set of the articles and forward three
four sets of articles to the incarporators. 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 1o 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 upoen the approval of the articles by the commissioner and
completion of the filings referred to in subsection (3), but it may not transact business as an insurer until

it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505."

Section 16. Section 33-4-204, MCA, is amended 1o read:

"33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its
members present at any annual meeting or at any special meeting ef-members called for that purpose,
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amend its articles of incorporation to extend its corporate duration or i any other particuiar within the
scope of this chapter by causing amended articles to be filed in the same form and manner as required for
original articles of incorporation. The commissioner shall review the amended articles for compliance with
this title. The amended articles of incorporation shal may be signed only by the president and secretary of
the corporation and attested by the corporate seal. Notice of the proposed amendment shal must be

contained in the notice given of ary-suehk the annual or special meeting.”

Section 17. Section 33-4-313, MCA, is amended to read:
"33-4-313. Annual statement —repoert—filing. {4 The president and secretary of every gach
insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal therete

to, and file with the commissioner, on forms as prescribed and furnished by him the commissioner, an

annual statement for the preceding calendar year sho‘wing the condition of sxeh the insurer as of December
31 of sueh the preceding year and exhibiting the following facts:

+aH1) the names of the president and secretary;

B32) the date of the annual meeting;

{e}{3) the amount of insurance in force;

+&h{4) the number of members;

{e}{5) the number of assessments made during the yeaf;

{6} the amount paid in losses during the year;

g:(7) the amount of the losses claimed and not paid, with the reason for nonpayment;

++H8) the number of members withdrawn, suspended, and expelled during the year;

9] the number of new members admitted during the vear;

4410} the expenses during the year;

11} the amount of money on hand;

(12} the amount and character of the insurer’'s assets;

{m+{13} the amount of the insurer’s liabilities, including any reserves required to be established
under this chapter; and

#H14) sweh other information concerning the insurer’s affairs as that the commissioner may

reasaonably require.
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Section 18. Section 33-4-314, MCA, is amended to read:

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. {1) Ne A report,
statement, or return of any nature shall may not be required of any farm mutual insurer other than those
required by 33-4-313.

{2) The commissioner may:

{a] suspend or revoke the certificate of authority of any insurer failing to file its annual statement
as required; or

{b} impose a fine of up to $100 a day for each day that an insurer is late in filing its annual

statement, with the aggregate penalty not to exceed $1,000."

Section 19. Section 33-5-402, MCA, is amended to read:
"33-5-402. Contributions to insurer. The attorney or other parties may advance to a domestic
reciprocal insurer upon reasonable terms saek funds as that it may require from time to time in its

operations. Sums se advanced shall may not be treated as a liability of the insurer, ard—exeept Except upon

liquidation of the insurer,

surplus-H-axeess—of-ts-minmum-readiredsurpias during any calendar year, the total of withdrawals and

repayments of the advanced sums may not exceed the lesser of the insured’s realized earned surplus or

10% of the sums advanced as of the previous December 31. Ne-saeh A withdrawal or repayment skal may

not be made without the advance approval of the commissioner. This section does not apply to bank loans

or to loans for which security is given.”

Section 20. Section 33-10-202, MCA, is amended to read:
"33-10-202. Definitions. As used in this part, the following definitions apply:
{1} "Account" means any of the three accounts created under 33-10-203.
(2) "Association" means the Montana life and health insurance guaranty association created under
33-10-203.
(3) "Contractual obligation” means any obligation under covered policies.
Legisiative
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(4) "Covered policy” means any policy or contract within fhe scope of this part under sabseehens
33-10-201(4) through {6} e+33-10-20%,

(5) "Impaired insurer” means:

{(a) an insurer which-after-July—-—38+4- that becomes insolvent and is placed under a final order
of liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or

(b} an insurer considered by the commissioner afterduby-1—3874- to be unable or potentially unable
to fulfill its contractual obligations.

(6) (a) "Member insurer" means any insurer that is licensed or that holds a certificate of authority
to transact any kind of insurance in this state for which coverage is provided under 33-2-20+ 33-10-201
and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended,
revoked, not renewed, or voluntarily withdrawn.

(b) The term does not include:

(i) a health service corporation;

{ii) a health maintenance organization;

{iii) a fraternal benefit society;

{iv) a mandatory state pooling plan;

{v} a mutual assessment company or any entity that operates on an assessment basis;

{vi) an insurance exchange; or

{vii} an entity similar to any of the entities listed in subsections (6){b){i} through (B} (b){vi).

{7) "Person" means any individual, carporation, partnership, association, or voluntary organiiation.

(8) (a) "Premiums" means direct gross insurance premiums and annuity cornsiderations written on
covered policies, iess return premiums and considerations on premidms and dividends paid or credited to
policyholders on the direct business.

(b) “Rremiums™de The term does not include premiums and considerations on contracts between
insurers and reinsurers.

(e} As used in 33-10-227, “preminms™ premiums are those for the calendar year preceding the
determination of impairment.

{9} "Resident” means any person who resides in this state at the time that the impairment is
determined and to whom contractua!l obligations are owed.

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

individual by the insurer under the contract or certificate."”

SECTION 21. SECTION 33-15-1105, MCA, |S AMENDED TO READ:

"33.-15-1105. Nonrenewal -- renewal premium. (1) (a} An insured has a right to reasonable notice
of nonrenewal. Unless otherwise provided by statute or unless a longer term is provided in the policy, at
least 30 days prior to the expiration date provided in the policy, an insurer who does not intend to renew
a policy beyond the agreed expiration date shall mail or deliver to the insured a notice of such intention.
The insurer shall also mail or deliver a copy to the insured’s insurance producer.

(b} Notification or nonrenewal to the insured’'s insurance producer via electronic transfer of data

or by electronic_data retrieval device meets the requirement of a mailed or delivered copy.

(2} An insurer shall give notice of premium due not more than 60 days or less than 10 days before
the due date of a renewal premium. The notice must clearly state the effect of nonpayment of the premium
an or before the due date.

{3) Subsections (1) and {2) do not apply if:

(a) the insured has obtained insurance elsewhere, has accepted replacement coverage, or has
requested or agreed to nonrenewal; or

{b} the policy is expressly designated as nonrenewable.”

Section 22. Section 33-15-1106, MCA, is amended to read:
"33-15-1106. Renewal with altered terms. (1) if an insurer offers ar purports to renew a policy
but on less favorable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan

take effect on the policy renewal date only if the insurer has mailed or delivered notice of the new terms,

rate, or rating plan to the insured at least 30 days before the expiration date, H-theirsured-has—roet-been
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{2) This section does not apply if the increase in the rate or the rating plan, or both, results from

a classification change based on the altered nature or extent of the risk insured against.”

Section 23. Section 33-16-1027, MCA, is amended to read:

"33-16-1027. Ratefiling review. (1) The commissioner shall review each insurance filing to ensure
compliance with the following guidelines:

(a) The effective date of each workers' compensation insurer or advisory organization filing must
be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the
date on which the filing is received by the commissioner or the date of receipt of the information furnisneu
in support of the filing, if the supporting information is required by the commissioner.

(b} Upon written application of the insurer or advisory organization, the commissioner rmay
authorize a filing that becomes effective before the expiration of the period described in subsection {1)(a).

{c) A filing is considered to have met the requirements of this part unless disapproved by the
commissioner within the period described in subsection (1){a) or any extension of the period.

{2) Whenever a filing is not accompanied by the information required under this section, the
commissioner shall inform the fiter of the deficiency within 48 30 days of the initial filing. The filing is
considered made when the required information is furnished or when the filer certifies to the commissioner

that the additional information requested by the commissianer is not maintained or cannot be provided.”

Section 24. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following definitions apply:

{1} "Adjuster” means a person who, on behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates settiement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not include a:

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

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

(c} licensed insurance producer who adjusts or assists in adjustment of losses arising under policlies
issued by the insurer; or

(d) licensed third-party administrator who adjusts or assists in adjustment of losses arising under
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policies issued by the insurer.

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

{3) (a) "Administrator” means a person who collects charges or premiums from residents of this
state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles
claims on these coverages.

{b} The term does not mean:

{if an employer on behalf of its employees or on behalf of the employees of one or more
subsidiaries of affiliated corporations of the employer;

{iiy a union on behalf of its members;

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

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

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

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

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

{vii) a trust exempt from taxation under section 5601(a) of the Internal Revenue Cade or the trustees
and empioyees of the trust;

{viii) a custodian acting pursuant to a custodian account that meets the requirements of section
4011{f) of the Internal Revenue Code or the agents and employees of the custodian;

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

{(x} a company that issues credit cards and that advances for and collects premiums or charges

from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims;

oFr

(xi) a person who adjusts or settles claims in the normal course of the person’s practice or
i Legistative
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employment as an attorney and who does not collect charges or premiums in connection with life or
disability insurance or annuities:;_or

(xii) a person appointed as a manaqing general agent in this state whose activities are limited

exclusively to those described in 33-2-1501(10) and Titie 33, chapter 2, part 16.

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

(6) "Ceonsultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance policy, annuity, or pension contract, plan, or program or who makes recommendations ¢r gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

(8) "Consultant license" means a document issued by the commissioner that authorizes a person
to act as an insurance consultant.

(7) "Controlled busingss” means insurance procured or ta be procured by or through a person upon
the life, person, praoperty, or risks of the person or the person’s spouse, employer, or business.

(8) "IndiVidual" means a private or natural person, as c_iistinguished from a partnership, corporation,
or association.

(9) "Insurance producer”, except as provided in 33-17-103:

(al means:

(i} a person who sclicits, negotiates, effects, procures, delivers, renews, continues, or binds:

(A) policies of insurance for risks residing, located, or to be performed in this state; or

(B} membership contracts as defined in 33-30-101;

liiy a managing general agent. For purposes of this chapter, the term "managing general agent” has
the same meaning as set forth in 33-2-1501.

{b} does not mean a customer service representative, For purposes of this definition, a "customer
service representative” means a salaried employee of an insurance producer who assists and is responsible
to the insurance producer.

{10} "License” means a document issued by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement.

{11) "Person" means an individual, partnership, corporation, association, or other legal entity.
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{12) "Public adjuster” means an adjuster employed by and representing the interests of the insured.”

Section 25. Section 33-17-212, MCA, is amended to read:

"33-17-212. Examination required -- exceptions -- fees. {1} Except as provided in subsection (7),
an individua! applying for a license shall pass a written examination. The examination must test the
knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application
is made, the duties and respensibilities of an insurance producer, and the insurance laws and rules of this
state. The examination must be developed and conducted under rules adopted by the commissioner.

(2) The commissioner may conduct the examination or make arrangements, including contracting
with an outside testing service, for administering the examination and collecting the fees required by
33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination
from the applicant.

(3) Each individual applying for an examination shall remit the fees required by 33-2-708.

(4) An individual who fails to appear for the examination as scheduled or fails to pass the
examination may reapply for an examination and shall remit all required fees and forms before being
rescheduled for another examination.

(5) if the applicant is a partnership or corporation, each individual who is to be named in the license
as having authority to act for the applicant in its insurance transactions under the license shall take the
examination.

(6) Examination of an applicant for a license must cover all of the kinds of insurance for which the
applicant has applied to be licensed, as constituted by any one or more of the following classifications:

{a) lite insurance;

{b) disability insurance;

{c} property insurance. For the purposes of this provision, property insurance includes marine
insurance.

{d) casualty insurance;

{e)} surety insurance;

{(f} credit life and disability insurance;

(g} title insurance.

{7) This section does not apply to and an examination is not required of:
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{a) an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to
be transacted as of or immediately prior to January 1, 1961, and thereaftereontiraing who continues 1o
be licensed;

{b) an applicant for a license covering the same kind or kinds of insurance as to which the applicant
was licensed in this state, other than under a temporary license, within the 12 months immediately
preceding the date of application unless the commissioner has suspended, revoked, or refused tc continue
the previous license, except that this subsection (7){b) does not apply to a title insurance producer, as
defined in 33-25-105;

{c} an applicant for a license as g nonresident insurance producer;

{d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides
certification from an appropriate governmental agency to the commissioner that ke the applicant is qualified
to sell the insurance;

(e} transportation ticket agents of common carriers applying for a license to solicit and sell only:

(i} accident insurance ticket policies; or

(i} insurance of personal effects while being carried as baggage on a common carrier, as incidentat
to their duties as transportation ticket agents;

{f} an association applying for a license under 33-17-211;

{g) a mechanical breakdown insurance producers;

{h) @& service contract insurance producer: or

i) an individual who, within 60 days of cancellation of a license issued by the state of the
individual's residence, files with the commissioner a current letter of clearance certifying that the individual
has passed an examination and held an insurance license in good standing in the individual's state of
licensure, except that the individual shall take an examinatian pertaining to this state’s law and each kind
of insurance for which the individual has applied for a license and wieh that is not covered under the

license held in the other state.”

Section 26. Section 33-17-301, MCA, is amended to read:

"33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. {1} A
person may not +-this-state act as or hold himself the person out to be an adjuster in_this state unless
licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner
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according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the
adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee
provided in 33-2-708.

{2) To be licensed as an adjuster, the applicant:

{a) must be an individual 18 years of age or maore;

{b) must be aresident of Montana or resident of another state that will permit residents of Montana
regularly to act as adjusters in the other state;

{c} must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law
schoo! or have had experience or special education or training as to the handling of loss claims under
insurance contracts of sufficient duration and extent reasonably to make kv the applicant competent to
fulfill the responsibilities of an adjuster;

{d) must be trustworthy and of good character and reputation; and

{e) shalt must have and shall maintain in this state an office accessible to the public and shall keep

in the office for not less than b years the usual and customary records pertaining to transactions under the

license. This provision does not prohibit maintenance of the office in the hame of the licensee.

{3} A partnership or corporation, whether or not arganized under the laws of this state, may be
licensed as an adjuster if each individual who is tc exercise the adjuster license powers is separately
licensed or is named in the partnership or corporation adjuster license and is gualified for an individual
adjuster license. An additional full license fee must be paid for each individual in excess of one named in
the partnership or corparation adjuster license to exercise its powers.

(4} An adjuster license or qualifications are not required for an adjuster who is sent into this state
by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or
making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses
resutting from a catastrophe common to all losses.

(5} An adjuster license continues in force until expired, suspended, revoked, or terminated. The
license is subject to annua! payment to the commissioner of the renewal fee required by 33-2-708,
accompanied by a written request for renewal.

{6} The commissioner may adopt rules providing for the examination, licensure, bonding, and

regulation of public adjusters.”
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Section 27. Section 33-17-1203, MCA, is amended 1o read:

"33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under
subsection {4):

{a) a person licensed t0 act as an insurance producer for property, casualty, surety, or title
insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10
credit hours of approved continuing education;

{b) a person licensed to act as an insurance producer for life or disability insurance or as a
consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved
continuing education;

{c) a person holding multiple licenses shall, during each calendar year, complete at least 15 credit
hours of approved continuing education; ‘

(d} a person licensed to act as an insurance producer only for credit life and disability insurance
shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of
insurance law, ethics, or credit life and disability insurance;

{e) aperson licensed as an insurance producer or consultant shall, during each biennium, complete
at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and
administrative rules.

{2) If a person licensed as an insurance producer or consultant completes more credit hours of
approved continuing education in a year than the minimum required in subsection (1}, the excess credit
hours may be carried forward and applied to the continuing education requirements of the next year.

{3) The commissioner may, for good cause shewn, grant an extension of time, not to exceed 1
year, during which the requirements imposed by subsection (1) may be completed.

{4} The minimum continuing education requirements do not apply to:

(a) a person licensed to sell any kind of insurance for which an examination is not reguired under
33-17-212{7)(d) through H&Hat (7)(h);

(b) a person holding a. temporary license issued under 33-17-216;

(c) anonresident licensee who must meet continuing education requirements in the licensee’s state
of residence if that state aeeerds grants substantially similar privileges to and has similar requirements of
for residents of this state;

{d} a newly licensed insurance producer or consultant during the calendar year in which the
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licensee first received a license; or

{e} an insurance producer or consultant otherwise exempted by the commissioner.”

Section 28. Section 33-18-210, MCA, is amended to read:

"33-18-210. Unfair discrimination and rebates prohibited -- property, casualty, and surety
insurances. (1) A title, property, casualty, or surety insurer or an employee, representative, or insurance
producer of an insurer may not, as an inducement to purchase insurance or after insurance has been
effected, pay, allow, et give, or offer to pay, allow, or give, directly or indirectly, a:

{a) rebate, discount, abatement, credit, or reduction of the premium named in the insurance policy;

{b) special favor or advantage in the dividends or other benefits to accrue on the policy; or

(c) valuable consideration or inducement not specified in the policy, except to the extent provided
for in an applicable filing with the commissioner as provided by law.

(2) An insured named in a policy or an employee of the insured may not knowingly receive or
accept, directlty or indirectly, a:

{a) rebate, discount, abatement, credit, or reduction of premium;

{b) special faver or advantage; or

(c) valuable consideration or inducement.

(3) An insurer may not make or permit unfair discrimination in the premium or rates charged for
insurance, in the dividends or other benefits payable on insurance, or in any other of the terms and
conditions of the insurance either between insureds or property having like insuring or risk characteristics
or between insureds because of race, color, creed, religion, or national origin.

(4} This section may not be construed as prohibiting the payment of commissions or other
compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning
lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or
subscribers.

(b} An insurer may not make or permit unfair discrimination between individuals or risks of the
same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
limiting the amount of insurance coverage on a property or casualty risk because of the geographic location

of the risk, unless:
{a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
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unfair discrimination; or

{b) the refusal, cancellation, or limitation is required by law or regulatory mandate.

{6) An insurer may not make or permit unfair discrimination between individuals or risks of the
same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
limiting the amount of insurance coverage on a residential property risk or on the personal property
contained in the residential property, because of the age of the residential property, unless:

(a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
unfair discrimination; or

(b} the refusal, canceﬁat.ion, or limitation is required by law or regulatory mandate.

(7} An insurer may not refuse to insure, refuse to continue to insure, or limit the amount of
coverage available to an individual because of the sex or marital status of the individual. However, an
insurer may take marital status into account for the purpose of defining persons eligible for dependents’
benefits. |

{8} An insurer may not terminate or modify coverage or refuse to issue or refuse to renew a
property or casualty policy or contract of insurance solely because the applicant or insured or any employee
of either is mentally or physically impaired. However, this subsection does not apply to accident and health
insurance sold by a casualty insure: and this subsection may not be interpreted to modify any other
provision of law relating to the termination, madification. issuance, or renewal of any insurance policy or
contract.

(9) An insurer may not refuse to insure, refasete-eentinueto-nsure; charge higher rates, or limit
the amount of coverage available to an individual based solely on adverse information contained in a driving
record that is 3 years old or older. However, an insurer may provide discounts to an insured based on
favorable aspects of an insured’s claims history that is 3 years old or older.

{10) An insurer may not charge points an, refuse-te-issve; REFUSE TO ISSUE, refuse to renew,

remove an existing discount on, or surcharge a private passenger motor vehicle policy because of a claim

submitted under the insured’s policy if the insured was not at fault.

{11) (a} For the purposes of this subsection {11), "credit history" means that portion of a credit
report or background report that addresses the applicant’s or insured’s debt payment_history or lack of
history but does not include public information inciuding convictions, lawsuits, bankrupicies, or similar

public information.

. Legislative

“Services - 26 - HB 131
~1:Qp'w'sion



5b6th Legislature HB0131.03

—h

o W M N o T e W M

(b} An insurer writing automobile or homeowner insurance may not refuse to insure, refuse 1o
continue to insure, charge higher rates, or limit the scope or amount of coverage or benefits available to
an individual based solely on the insurer’'s knowledge of the individual's credit history uniess:

(i) the insurer possesses substantial documentation that credit history is significantly correlated
with the types of risks insured or to be insured;

(i) the insurer sends written communication to the individual disclosing that the insurance coverage
was declined, not rénewed, or limited in scope or amount of coverage or benefits because of credit
information reiating to the applicant or the insured; and

(i) upan subseguent request of the individual, mailed within 10 days of receipt of the denial,
nonrenewsl, or limitation, the insurer provides the individual with a copy of the credit report at issue or the
name and address of a third party from whom the individual may obtain a copy of the credit report, within
10 days of receipt ot the reguest.

(c) The provisions of this subsection {11} are not intended to conflict with any disclosure provisions
of state law or the federal Truth in Lending Act applicabie to lending institutions, credit bureaus, or other
credit service organizations that maintain or distribute credit histories on insurance applicants or

policyholders.”
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Section 29. Section 33-20-101, MCA, is amended to read:

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

{2} Sections 33-20-114 and 33-20-131 also apply to group life insurance and group annuities.”

Section 30. Section 33-22-107, MCA, is amended to read:

"33-22-107. Premium increase restriction -- exception. (1) An insurer or_a health service

corporation that issues a policy, certificate, or membership contract covering a resident of this state may

not increase a premium in an individual’s or an irdividuyal-group’s individual's group disability insurance

policy more frequently than once during a 12-month period uniess failure to increase the premium more
frequently than once during the 12-month period wouid:

(a) place the insurer in violation of the laws of this state; or

{b} cause the financial impairment of the insurer to the extent that further transaction of insurance
by the insurer injures or is hazardous to its policyholders or to the public.

(2) Subsection {1) does not apply to a premium increase necessitated by a state or federal law,

court decision, or rule adopted by an agency of competent jurisdiction of the state or federal government.”

Section 31. Section 33-22-508, MCA, is amended>t0 read:
"33-22-508. Conversion on termination of eligibility. (1) A group disability insurance policy or
certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain 8
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provision that if the insurance or any portion of it on a person or the person’s dependents or family
members covered under the policy ceases because of termination of the person’s employment or of the
person’s membership in the class or classes eligible for coverage under the policy or as a result of a
person’s employer discontinuing the employer’s business or as a result of a person’s employer discontinuing
the group disability insurance policy and not providing for any other group disability insurance or plan and
if the person had been insured for a period of 3 months and the person is not insured under another major
medical disability insurance policy or plan, the person is entitled to have issued to the person by the insurer,
without evidence of insurability, group coverage or an individual policy or, in the absence of an individual
policy issued by the insurer, & group policy issued by the insurer, of hospital or medical service insurance
on the person or the person’s dependents or family members if application for the individual policy is made
and the first premium tendered to the insurer within 31 days after the termination of group coverage.

{2} The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to individual or group policyholders, with the exception of a policy the -
eligibiiity for which is determined by affiliation other than by employment with a common entity. in addition,
the insurer shall make available a conversion policy as required by subsection (4).

(3) The premium on the individual policy or group policy must be at no more than 200% of the
insurer’s then customary rate applicable to the coverage of the individua! or group policy, The cu.stomary
rate is that rate that is normally issued for medically underwritten policies without discount for healthy
lifestyles.

(4) The insurer shall also make available ar—inrdividual a conversion policy, certificate, or

membership contract that provides at least the level of benefits provided by the insurer’s lowest cost basic

health benefit plan, as defined in 33-22-1803. If the insurer is not a small employer carrier under part 18,

the insurer shall make available ar-irdividaal a conversion policy, certificate, or membership contract that

provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of

the highest rate charged for that plan.”

Section 32. Section 33-22-903, MCA, is amended to read:

"33-22-903. Definitions. As used in this part, the following definitions apply:

{1) "Applicant” means: ‘

{a) in the case of an individual medicare supplement policy, the person who seeks to contract for
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insurance benefits; and

(b) in the case of a group medicare supplement policy, the proposed certificate holder.

(2) "Certificate" means a certificate delivered or issued for delivery in this state under a group
medicare supplement policy.

(3) "Certificate form" means the form on which the certificate is delivered or issued for delivery
by the issuer.

(4) "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined in
33-30-101, and a health maintenance organization as defined in 33-31-102.

(b) "Health care expenses":

{a} means expenses of a health maintenance organization associated with the delivery of health
care services that are analogous to incurred losses of an insurer;

{b) does not include home office and overhead costs, advertising costs, commissions and other
acquisition costs, taxes, capital casts, administrative costs, or claims processing costs.

{6) "lIssuer" includes insurance companies, fraternal benefit societies, health care service plans,
health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare
supplement policies or certificates,

{7} "Medicare" means Health Insurance for the Aged, Title XVIIl of the Social Security Amendments
of 1965, as then constituted or later amended.

{8) "Medicare supplement policy” means a group or individual policy of disability insurance or a
subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under

42 5-63396er1395mm 42 U.S.C. 1395ss(g}{1), or a policy issued under a demonstration project

autharized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or
designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical
expenses of persons eligible for medicare. The term does not include:

{(a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund
established by one or more employers or labor organizations, or a combination of employers, organizations,
and trustees, for employees or former employees, or a combination of current and former employees, or
for members or former members, or a combination of current and former members, of the labor
organizations; or

(b} individual policies or contracts issued pursuant to a conversion privilege under a policy or
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contract of group or individual insurance when the group or individual policy or contract includes provisions
that are inconsistent with the requirements of this part or policies issued to emplayees or members as
additions to franchise plans in existence on April 8, 1981.

{9} "Policy form"® means the form on which the policy is delivered or issued for delivery by the

issuer.”

Section 33. Section 33-22-907, MCA, is amended to read:

"33-22-907. Disclasure standards -- informational brachure -- rules. (1) In order to provide for full
and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement
policy may not be delivered or issued for delivery in this state and a certificate may not be delivered
pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an
outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage
must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in
advance of the date that the outline of coverage is delivered to any resident of this state.

(2} {a) The commissioner shall prescribe the format and content of the outline of coverage required
by subsection {1},

{b) For purposes of this section, "format” means style, arrangements, and overall appearance,
including such items as the size, color, and prominence of type and the arrangement of text and captions.

(c} The outline of coverage must include:

(i) a description of the principal benefits and coverage provided in the policy or certificate;

(i) a statement of the exceptions, reductions, and limitations contained in the policy or certificate;

(iii) a statement of the renewal provisions, including any reservation by the issuer of a right 1o
change premiums and disclosure of the existence of any automatic renewal premium increases based on
the policyholder’s or certificate holder’s age;

{iv) a statement that the outline of coverage is a summary of the policy or certificate issued or
applied for and that the policy or certificate should be consulted to determine governing contractual
provisions.

(3} The commissioner may prescribe by rule a standard form and the contents of an informational
brochure for persons eligible for medicare, which is intended tc imprave the buyer's ability tc select the
most appropriate coverage and to improve the buyer’s understanding of medicare. Except in the case of
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direct response insurance policies, the commissioner may require by rule that the information brochure be
pravided to any prospective insureds eligible for medicare at the same time that the outline of coverage is
delivered. With respect to direct response insurance policies, the commissioner may require by rule that the
prescribed brochure be provided upon request, but not later than the time of policy delivery, to any
prospective insureds eligible for medicare.

(4) The commissioner may adopt reasonable rules for captions or notice requirements, determined
to be in the public interest and designed to infarm prospective insureds that particular insurance coverages
are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons
eligible for medicare, other than:

{a) medicare supplement policies or certificates; or

(b} disability income policiess

. - i cies;
I ol in33-22 903485,

{8) The commissioner may further adopt reasanable rules to govern the full and fair disclosure of
the infarmation in connection with the replacement af accident and sickness policies or certificates by
persons eligible for medicare.

(6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare

benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state

" shall notity its policyholders and certificate holders, in a format that the commissioner prescribes by rule,

of the changes that it has made to the medicare supplement policy or certificate.”

Section 34. Section 33-22-910, MCA, is amended 1o read:

"33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or
certificates in this state shall provide to the commissioner for the commissioner's review-er approval a copy
of any medicare supplement advertising intended for use in this state, whether through written, radio, or

television medium.”

Section 35. Section 33-22-1803. MCA, is amended 1o read:

"33-22-1803. Definitions. As used in this part, the following definitions appiy:
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(1) "Actuarial certification” means a written statement by a member of the American academy of
actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance
with the provisions of 33-22-1809, based upon the person’s examination, including a review of the
appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable health benefit plans.

{2) TAffiliate" or "affiliated” means any entity or person who directiy or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with a specified entity or person.

(3) "Assessable carrier” means alt carriers of disability insurance, including excess of loss and stop
loss disability insurance.

{4) "Base premium rate” means, for each class of business as to a rating period, the lowest
premium rate charged or that could have been charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

(6} "Basic health benefit plan” means a health benefit plan, except a uniform heaith benefit plan,
developed by a smail employer carrier, that has a lower benefit value than the small employer carrier’'s
standard benefit plan and that provides the benefits required by 33-22-1827.

{6) "Benefit equivalency™ means a method developed by the small employer carrier for comparing
the types of health care services and articles covered under a health benefit plan with the types of health
care services required to be covered under a uniform, basic, or standard health benefit plan.

(7) "Benefit value” means an actuarially based method developed by the small empioyer carrier for
comparing the value of determinable contingencies covered under a health benefit plan with the value of
determinable contingencies required under a uniform, basic, or standard health benefit plan.

(8) "Board" means the board of directors of the program established pursuant to 33-22-1818.

(9} "Carrier"” means any person who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance compény, a fraternal benefit
saciety, a health service corporation, and a health maintenance arganization. For purposes of this part,
companies that are affiliated companies ar that are eligible to file a consalidated tax return must be treated
as one carrier, except that the following may be considered as separate carriers:

(a) an insurance company or health service corparation that 1s an affiliate of a health maintenance

organization located in this state;
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{b) a health maintenance organization located in this state that is an affiliate of an insurance
company or health service corporation; or

{c) a health maintenance organization that operates only one health maintenance organization in
an established geographic service area of this state.

{10} "Case characteristics” means demographic or other objective characteristics of a small
employer that are considered by the small employer carrier in the determination of premium rates for the
small employer, provided that gender, claims experience, heaith status, and duration of coverage are not
case characteristics for purposes of this part.

{11} "Class of business” means all or a separate grouping of small employers established pursuant
to 33-22-1808.

{12} "Dependent” means:

{a) & spouse or an unmarried child under 19 years of age;

{b) an unmarried child, under 23 years of age, who is a full-time student and who is financially
dependent on the insured; .

{c) a child of any age who is di.sabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or

(d) any other individual defined as a dependent in the health benefit plan covering the employee.

{13) "Eligible employee” means an employee who works on a full-time basis with a normal
workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include
an empioyee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long
as this eligibility criteria is applied uniformly among all of the employer’s employees. The term includes a
sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or
independent contractor is included as an employee under a health benefit plan of a small employer. The
term does not include an employee wha works on a part-time, temporary, or substitute basis.

(14) "Established geographic service area" means a geographic area, as approved by the
commissioner and based on the carrier’s certificate of authority to transact insurance in this state, within
which the carrier is authorized to provide coverage,

(15} "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
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not include:
{a) accident-anly, credit, dental, vision, specified disease, medicare supplement, long-term care,

or disability income insurance or_any other limited benefit plan;

(b} coverage issued as a supplement to lability insurance, workers’ compensation insurance, or
similar insurance; or

{c) automobile medical payment insurance.

{16} "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.

{17} "Late enrollee” means an eligible employee or dependent who requests enroliment in a health
benefit plan of a small emplcyer following the initial enroliment 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
enroliee if:

{a) the individual requests enrollment within 30 days after termination of the qualifying previous
coverage and:

{i) the individual was covered under gualifying previous coverage at the time of the initial
enrollment; or

(i) the individual lost coverage under qualifying previous coverage as a result of termination of
employment or eligibility, the involuntary termination of the gqualifying previous coverage, the death of a
spouse, or divorce;

(b) the individual is employed by an employer that offers muitiple health benefit plans and the
individual elects a different pian during an open enraliment period; or

{c} a court has ordered that coverage be provided for a spouse, minor, or dependent child under
a covered employee’s health benefit plan and a request for enrollment is made within 30 days after issuance
of the court order.

{18) "New business premium rate" means, for each class of business for a rating period, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
to small employers with similar case characteristics for newiy issued health benefit plans with the same or

similar coverage.
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{19} "Plan of operation” means the operation of the program established pursuant to 33-22-1818.

{20) "Premium" means all money paid by a small employer and eligible employees as a condition
of receiving coverage from a small employer carrier, including any fees or other contributions associated
with the health benefit plan.

{21) "Program” means the Montana small employer health reinsurance program created by
33-22-1818.

{22) "Qualifying previous coverage” means benefits or coverage provided under:

{a) medicare or medicaid;

{b) anemplover-based health insurance or health benefit arrangement that provides benefits simitar
to or exceeding benefits pravided under the minimum basic health benefit plan; or

{c) an individual health insurance policy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance crganization that provides
benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided
that the policy has been in effect for a period of at least 1 year.

(23) "Rating period” means the calendar period for which premium rates established by a small
employer carrier are assumed to be in effect.

(24) "Reinsuring carrier” means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1819,

(25) "Restricted network provision” means a provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31,
to provide health care services to covered individuals.

{26) "Small employer" means a person, firm, corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working days during the preceding calendar guarter,
employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within
this state or were residents of this state. In determining the number of eligible employees, companies are
considered one employer if they:

(a) are affiliated companies;

(b} are efigible to file a combined tax return for purposes of state taxation; or

{c) are members of an association that:
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{i) has been in existence for 1 year prior to January 1, 1994:

{ii) provides a health benefit plan to employees of its members as a group; and

{ii} does not deny coverage 1o any small employer member of its association or any employee of
its small employer members who applies for coverage as part of a group.

{27) "Small employer carrier" means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

(28) "Standard health benefit plan” means a health benefit plan that is developed by a small

employer carrier and that contains the provisions required pursuant to 33-22-1828."

Section 36. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1)
Within 1B0 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair,
reascnable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written approval by the commissioner.

{2} If the board fails to submit a suitable plan of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temp. ~rary plan of operation. The
commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan
of operation is submitted by the board and approved by the commissioner.

{3} The plan of operation must:

(a) establish procedures for the handling and accounting of program assets and money and for an
annual fiscal reporting to the commissioner;

{b) establish procedures for selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

{c) establish procedures for reinsuring risks in accordance with the provisions of this section;

{d) establish procedures for collecting assessments from assessable carriers 10 fund claims incurred

by the program;
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{e} establish procedures for allocating a portion of premiums collected fram reinsuring carriers to
fund administrative expenses incurred ar to be incurred by the program; and

(fy provide for any additional matters necessary for the implementation and administration of the
program.

(4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue health benefit plans directly to either groups or individuals. In addition, the program may:

(a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approval of the commissioner, to enter into contracts with similar
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

(b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums
and penalties for, on behalf of, or against the program or any reinsuring carriers;

{c) take any legal action necessary to avoid the payment of improper claimls against the program,;

(d) define the health benefit pians for which reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements of this part;

(e} establish conditions and procedures for reinsuring risks under the program;

(fi establish actuarial functions as appropriate for the operation of the program;

{g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any ather function within the
authority of the program;

{h} to the extent permitted by federal law and in accordance with subsection (8}{c), make annual
assessments against assessable carriers and make interim assessments to fund claims incurred by the
program; and

(i) borrow money to eftect the purposes of the program. Any notes or other evidence of
indebtedness of the program not in default are legal investments for carriers and may be carried as admitted
assets.

(5) A reinsuring carrier may reinsure with the program as provided for in this subsection (5):

{a) With respect to a basic health benefit plan or a standard health benefit pian, the program shall
reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to
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the level of coverage provided in a basic or standard health benefit plan.

{b) A small employer carrier may reinsure an entire employer group within 60 days of the
commencefent of the group’s coverage under a health benefit plan.

{c} A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days
following the commencement of coverage with the small employer. A newly eligible employee or dependent
of the reinsured smali employer may be reinsured within 60 days of the commencement of coverage.

{d) (i) The program may notreimburse a reinsuring carrier with respect to the claims of a reinsured
employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent
of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s liability under this subsection (d){i) may not exceed a
maximum limit of $25,000 in any calendar year with respect to any reinsured individual.

{iiy The board annually shall adjust the initial level of claims and maximum limit to be retained by
the carrier 10 reflect increases in costs and utilization within the standard market for health benefit plans
within the .state. The adjustment may not be less than the annual change in the medical component of the
consumer price index for all urban consumers of the United States department of labor, bureau of labor
statistics, untess the hoard proposes and the commissioner approves a lower adjustment factor.

(e) A small employer carrier may terminate reinsurance with the program for one or more of the
reinsured employees or dependents of a small employer on any anniversary of the» health benefit plan.

(f) A small employer group health benefit plan in effect before January 1, 1994, may not be
reinsured by the program until Jarwar—3-—3897—and-theronly—if the board determines that sufficient
funding sources are available.

(g) A reinsuring carrier shall apply all managed care and claims-handling technigues, including
utilization review, individual case management, preferred provider provisions, and other managed care
provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

(6)° {a) As part of the plan of operation, the board shall establish a methodology for determining
premium rates to be charged by the program for reinsuring small employers and individuals pursuant 10 this
section. The methodology must include a system for classification of small empioyers that reflects the types
of case characteristics commaonly used by small employer carriers in the state. The methodology must

pravide for the development of base reinsurance premium rates that must be multiplied by the factors set
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farth in subsection {6){b} to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at
levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the
calendar year. For purposes of this section, expenses include administrative expenses, one-half of the
program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred,
adjusted to reflect retention levels required under this part.

(b} Premiums for the program are as follows:

(i) An entire small employer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

{iil An eligible employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection (6).

{c) The board shall annually review the methodology established under subsection (8i{a); including
the system of classification and any rating factors, to ensure that it is actuarially sound and that it
reasonably reflects the claims experience of the pregram. The board may propose changes to the
methodology that are subject to the approval of the commissioner.

{d) The board may consider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

(7} ¥ a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-18089.

(8) (a) Prior to March 1 of each year, the board shall determine and report to the commissianer
the program net loss for the previous calendar year, including administrative expenses and incurred losses
for the year, taking into account investment income and other appropriate gains and losses, and the
actuarially anticipated losses for the calendar year. The sum of one-half of the program net lass for the
previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment
amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount
must equal the actuarially anticipated losses for the calendar year.

{b) (i) Each assessable carrier shall share in the program in an amount determined by multiplying
the total assessment amount by a fraction, the numerator of which is the number of individuals in this state

covered under disability insurance by the assessable carrier and the denominator of which is the number
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of all individuals in this state covered under disability insurance by all aséessable carriers.

(ii) The board shall make a reasonable etfort to ensure that each insured individual is counted only
once for the purpose of assessment. The board shall require each assessable carrier that provides excess
of loss or stop loss insurance to include in its count of insured individuals alt individuals whose coverage
is reinsured in whole ar in part, including coverage under excess of loss or stop loss insurance. The beard
shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of

insured individuals those who have been counted by a primary disability insurer or by a primary reinsurer.

commissionerasfequired-by-33-22-1830- The board may use any reasonable method of estimating the

number of individuals insured by an assessable carrier if the specific number is unknown.

{c) The board shall make an annual determination in accordance with this section of each
assessable carrier’s liability for its share of the contribution to the program and, except as otherwise
provided by this section, make an annual assessment against each assessable carrier to the extent of that
liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written
notice of the assessment. An assessable carrier that ceases doing business within the state is liable for
assessments until the end of the calendar year in which the assessable carrier ceased doing business. The
board may determine not to assess an assessable carrier if the assessable carrier’s liability determined in
accordance with this section does not exceed $10.

{d) The board may establish and maintain program reserves not to exceed five times the actuarially
anticipated losses for the calendar year.

{e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum
of the administrative expenses and incurred claims for that year, the board may proportionately credit the
excess to assessable carriers or it may place the excess in program reserves, subject to the limits in
subsection (8)(d).

(9} The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any other joint collective action required by this part may nct be the basis of any legal
action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly
or separately.

(10} The board, as part of the plan of cperation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In
{ Legisintive
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establishing the standards, the board shall take into consideration the need 10 ensure the broad availabitity
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
1o provide ongoing service to small employers, the levels of compensation currently used in the industry,
and the overall costs of coverage to small employers selecting these plans.

{(11) The program is exempt from taxation.

{12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report 1o the governor and the legislature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small employers, and any recommendations for change to the plan of operation.

(13} All premiums and other money paid to the small employer carrier reinsurance program and ali
property and securities acquired through the use of money and interest and dividends earned on money
belonging to the small employer carrier reinsurance program are solely the property of the program and
must be used exclusively for the operations and obligations of the program. Money collected by the

program is not subject to legislative appropriation.”

Section 37. Section 33-22-1820, MCA, is amended to read:

"33-22-1820. Periodic market evaluation -- report. The beardshalt commissioner may study and

raport at least every 3 years to the eerrissioner governot or other interested persons on the effectiveness

of this part. The report must analyze the effectiveness of this part in promoting rate stability, product
availability, and coverage affordability. The report may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report
must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans
to small empioyers in fulfiliment of the purposes of this part. The report may contain recommendations for

market conduct or other regulatory standards or action.”

Section 38. Section 33-22-1828, MCA, is amended to read:
"33-22-1828. Benefits required in standard benefit plan. {1} The minimum benefits must be equal
to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per

person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per
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family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to
a rﬁaximum lifetime benefit, but a maximum, if any, may not be less than $1 miilion.

{2) The commissioner may not require coverage in a standard health benefit plan for any benefit
unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A
small employer carrier may offer coverage for additional services and articles.

{3) A standard health benefit plan provided by a health maintenance organization or a basic health
benefit plan with a restricted network provision must provide a comparable level of benefits to those

required by subsection {1}, as determined by the benefiteguivaleney-and benefit value.”

Section 39, Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -- construction of other related laws. (1) All health service
corporations are subject to the provisions of this chapter. In addition to the provisions contained in this
chapter, other chapters and provisions of this title apply to health service corporations as follows:
33-3-308; 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and
Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-11 1;-ard-33-3F0+threugh-33-3704.

{2} A law of this state other than the provisions of this chapter applicable to health service

corporations must be construed in accordance with the fundamental nature of a health service corporation,

and in the event of a conflict the provisions of this chapter prevail.”

Section 40. Section 33-30-107, MCA, is amended to read:

"33-30-107. Annual statement. {1) On or before March 1 of each year, each health service
corporation shall file an annual statement for the preceding year on form No. 13 N.A..C. with the
commissioner of insurance. This annual statement must be completed in accordance with the nationa!
association of insurance commissioners’ annual statement instructions.

(2) The health service corporation shall file a statement containing any other information concerning
its financial affairs that may be reasonably requested by the commissioner.

{3) (a) Each health service corporation shall file electronic diskette versions of its annual and
quarterly financial statements with the national association of insurance commiss-oners, The filing date for
submission of the annual statement diskette is March 1. The filing dates for the other three quarterly

statements are as follows:
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(i) the first quarter statement is due May 15;

(i) the second quarter statement is due August 15; and

{iii} the third quarter statement is due November 15.

(b} The commissioner may exempt health service corporations operating only in Montana from
these filing requirements.

(4] The commissioner may, after notice_and hearing, suspend or revoke a health mainterance

SERVICE CORPORATION'S erganizatiens license or impose a fine not to exceed $100 a day and not to

exceed $1,000 upon a health mairteranceorganization SERVICE CORPORATION that fails to file an annual

statement as required by this part.”

Section 41. 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 aninsurer 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 te this chapter.

(2) Solicitation of enrollees b\) 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 requirements under Title 50, chapter 5, parts 1 and 3.

{5) The provisions of this section do not exempt a health maintenance organization from th

prohibition of pecuniary interest under 33-3-308 or the material transaction disclosure reguirements under

33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the

purposes of 33-3-308 and 33-3-701 through 33-3-704."

Section 42. Section 33-31-211, MCA, is amended to read:
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"33-31-211. Annual statement -- revocation for failure to file -- penalty for false swearing. (1)
Unless it is operated by an insurer or a health service corporation as a plan, each authorized health
maintenance organization 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. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The
commissioner may in-his-diseretion waive any verification under oath.

(2) At the time of filing its annual statement, the health maintenance organization shall pay the
commissioner the fee for filing its statement as prescribed in 33-31-212. The commissioner may refuse to
accept the fee for continuance of the insurer’'s certificate of authority, as provided in 33-31-212, may

impose a penalty of $100, or may inhis-diseretier suspend or revoke the certificate of authority of a health

maintenance organization that fails to file an annual statement when due. Each day that the insurer fails

to file its annual statement constitutes a separate violation. The total penalty may not exceed $1,000.

{3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for

each violation upon a director, officer, partner, member, insurance producer, or employee of a health

maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement whieh that is false.

(4) The commissioner may require sueh reports as-he that the commissioner considers reasonably

necessary and appropriate to enable kim the commissicner to carry out kis the commissioner’s duties under
this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

NEW SECTION. Section 43. Uniform claim forms and procedures. {4 The commissioner of

insurance, after consultation with the health care advisory council, may adopt by rule uniform health

insurance claim forms and uniform standards and procedures for the use of the forms and processing of

claims, including the submission of claims by means of an electronic claims processing system.
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18 NEW SECTION. Section 44. Service contract insurance. {1} Service contract insurance is a

19 contract or agreement for a separately stated consideration or for a specific duration to:

20 (a) perform the repair, replacement, or maintenance of property; or

21 (b} indemnify for repair, replacement, or maintenance of property.

22 (2) Service contract insurance does not include contracts or agreements that:

23 {(al are indemnified only by the seller or manufacturer; and

24 (b} insure only the inherent quality of the product.

25

28 NEW SECTION. Section 45. Loss and loss expense reserves for property and casualty insurance.

27 {1) {a} In determining the financial condition of a property and casualty insurer for the purpose of applying
28 the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss
29 expense reserves at least egual to the amounts required under the provisions of this section must be
30 included in the insurer’s liabilities. The date from which the determination, statement, or report is made
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is, for the purpose of this part, the date of determination.

{b) Accepted actuarial standards as adopted by the actuarial standards board must be taken into
consideration for the purpose of determining the loss reserves and loss expense reserves.

{2} Except as provided in subsections (3) and {4}, the reserves far all outstanding losses and loss
expenses must include the following:

(a) the aggregate estimated amounts due or to become due on account of all known losses, claims,
and loss expenses incurred but not paid, including the estimated liability on any notice received by the
insurer of the occurrence of any event that may result in a loss; and

(b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has
not been received, estimated in accordance with the insurer’s prior experience, if any, or otherwise in

accordance with Montana industry data EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS

STATE'S EXPERIENCE ISY NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated

liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10%
of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer’s surety
cantracts may not be less than 5% of the net premiums in force,

{3) Except as pfovided in subsection {4}, tabular reserves for outstanding losses under policies of
workers’ compensation insurance may be actuarially calculated for both indemnity and medical payments.
The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are:

{a) calculated using discounts determined with reference to actuarial tables, which incorporate
mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably
determinable payment stream associated with lifetime benefit cases; or

{b) annuities certain, such as those arising from structured settiements.

{4) Whenever, in the judgment of the commissioner, the Ios‘s and loss expense reserves of any
property and casualty insurer doing business in this state, calculated in accardance with the provisions ot
this section, are inadequate or excessive, the commissioner may prescribe any other method that will
produce adequate and reasonable reserves.

{6) The excess, if any, of statutory reserves over statement reserves must be calculated in
accordance with the annual statement instructions adopted by the national association of insurance

commissioners.
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NEW SECTION. Section 46. Repealer. Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722,

33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202, 33-22-1203, 33-22-1204, and 33-22-1205,

MCA, are repealed.

NEW SECTION. Section 47. Codification instruction. (1) [Section 42 41 43] is intended to be

codified as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5,

apply to [section 42 4% 43].

+H{2) [Section 46 4B 44] is intended to be codified as an integral part of Title 33, chapter 1, part
2, and the provisions of Title 33, chapter 1, part 2, apply to [section 46 456 44].
{63(3) [Section 44 46 45] is intended to be codified as an integral part of Title 33, chapter 2, part

5, and the provisions of Title 33, chapter 2, part 5, apply to {section 4% 48 45].

NEW SECTION. Section 48. Severability. If a part of [this act] is invalid, ali valid parts that are
severable from the invalid part remain in effect. It a part of [this act] is invalid in one or mare of its
applications, the part remains in effect in all valid applications that are severable from the invalid
applications.

-END-
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HOUSE BILL NO. 131
INTRODUCED BY SIMON
BY REQUEST OF THE STATE AUDITOR

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PROVIDING
FOR UNIFORM HEALTH INSURANCE CLA!M FORMS; RROMVIBING-A-STATUTE OF-LIMITATIONS FGR
ACTIONS BROUGHT—BY THECOMMSSIONER—FNSURANGE; PROVICING PENALTIES FOR

MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQLHRINGFHAT CREDIT LIFEAND BISABILITY

LSERVICE CONTRACTINSJRANCE  AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-317,

33-2-514, 33-2-517, 33-2-5637, 33-2-704, 33-2-806, 33-2-1359, 33-2-1902, 33-3-303, 33-3-307.
33-4-202, 33-4-203, 33-4-204, 33-4-313, 33-4-314, 33-5-402, 33-10-202. 33-15-1105, 33-15-11086,
33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33-18-210, 33348-3634, 33-20-101,
33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820,
33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS
33-2-515, 33-2-536, 33-2-721, 33-2-722, 33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202,
33-22-1203, 33-22-1204, AND 33-22-1205, MCA."

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

Section 1, Section 18-8-103, MCA, is amended to read:

"18-8-103. Exemptions. This part does not apply to employment of:

{1} registered professional engineers, surveyors, real estate appraisers, or registered architects;

(2} physicians, dentists, or other medical, dental, or health care providers;

(3} expert witnesses hired for use in litigation, hearings officers hired in rulemaking and contested
case proceedings under the Montana Administrative Procedure Act, or attorneys as specified by executive
order of the governor;

{4) consulting actuaries to the public retirement boards, e+ the state compensation insurance fund,

or the commissioner of insurance;

{B) private consuitants employed by the student associations of the university system with money

i Legislative
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raised from student activity fees designated for use by those student associations: or

(61 private consultants employed by the Montanas state lottery.”

SECTION 2. SECTION 33-1-1205, MCA, 1S AMENDED TQO READ:

"33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers.
(1} Each insurer, independent adjuster, independent administrator, independent consuitant, and independent
producer shall cooperate fully with the commissioner with respect to the provisions of this part.

{2} Aninsurer, an officer, or an employee~o+praducer of the insurer, an independent adjuster, an
independent administrator, an independent consultant, or an independent producer who has reason to
believe that an insurance fraud has been or is being committed shall provide notice of the alleged insurance

traud to the commissioner within 60 days. A producer ¢f an _insurer who has reason to believe that an

insurance fraud has been or is being committed shall provide notice within 60 days of discovery of the

alleged insurance fraud to the insurer wha shall within 30 days of receiving notice from the producer report

it to the commissioner.

(3) Notice to the commissioner by an insurer who has reason to believe that an insurance fraud
has been committed in connection with an insurance claim, application, or policy tolls any applicable time
period, for the commissioner, in any appiicable insurance statute, related insurance regulation, or applicable
sections of the criminal code and tolls any time period arising under 33-18-232 or 33-18-242 regarding

unfair claims settlement practices.”

Section 3. Section 33-2-307, MCA, is amended to read:

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

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

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

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

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

(B} §7 million. An Iinsurer possessing jess than $6 $7 million capital and surpius may satisfy the
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requirements of this subsection upon an affirmative finding of acceptability by the commissionsr. The
commissioner’s finding must be based upon such factors as quality of management, capital, and surplus
of a parent company; company underwriting profit and investment income trends: and company record ana
reputation within the industry. The commissioner may not make an aftirmative finding of acceprtability when
the surpius lines insurer’s capital and surplus s iess than $6 $7 million.

{ij in the case of Lloyd's or another similar group including incorporated and unincorporated alien
insurers. the insurer maintains a trust fund of not less than $50 million as security to the full amount of
capital and surpius for aii policyholders and creditors in the United States of each member of the group.
The incorporated members of the group may not engage i any business other than underwriting as a
member of the group and must be subject to the same level of solvency regulation and control by the
groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms
and conditions established in subsection (1){b)(iv) for alien insurers.

{iii} in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial equivalent, of not less than $15 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder,
each individual syndicate shall maintain minimum capital and surplus, or their substantial equivalenrt, o.f not
less than $1.5 mittion. if the insurance exchange does not maintain funds for the protection of each
insurance exchange policyhoider, each individual syndicate shall meet the minimum capital and surplus
requirements of subsection (1} {b){i).

{iv) in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust
fund in either a national bank or a member of the federal reserve system, in an amount not less than $1.6
million, for the protection of all its policyholders in the United States and the trust fund consists of cash,
securities, or letters of credit or of investments of substantially the same character and guality as those
which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus
or its equivalent, must have an expiration date that may not at any time be less than 5 years. In addition,
the alien insurer must appear on the national association of insurance commissioners’ Non-Admitted
Insurers Quarterly Listing.

(c) has provided the commissioner a copy of its current annual statement, certified by the insurer
A6 not mare than 6 months after the close of the period reported upon, or quarterly if considered necessary
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by the commissioner, and which is either:

(it filed with and approved by the regulatory authority in the state of domicile of the unauthorizea
insurer; or

lii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer’s state of
domiciie.

{2) In the case of an insurance exchange, the statement required by éubsection {1lic) may be an
aggregate combined statement of all underwriting syndicates operating during the period reporred.

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

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

it is in unsound financial condition;

(i} 1s no longer eligible under subsections {1} through (3);

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

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

{h) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance

producer.

{6} As used in this section, the foliowing definitions apply:

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

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

liabilities and capital of the insurer for the protection of policyholders.”

Section 4. Section 33-2-317, MCA, is amended to read:
"33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the

tfollowing xinds of insurance when placed py a iicensed insurance producer of this state:
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(1) wet marine ardransportaticRiREUrances Insurance;

(2] insurarce on subjects located, residing, or to be performed wholly outside of this state or or
venicles or aircratt owned and principally garaged outside this state;

(31 insurance on property or operations of railroads engaged in interstate commerce; and

(4] insurance of aircratt owned or operated by manufacturers of aircraft or arrcraft operatea n
scheduled interstate Hlight or cargo of the aircraft or against liability, other than workers’ compensatior ana

employers’ liability, arising gut of the ownership. maintenance, or use of the aircraft.”

Section 5. Section 33-2-514, MCA, is amended to read:

"33-2-5714. Reserve for disability insurance. {1) For all disability insurance policies, the insurer
shall maintain an active life reserve whish-shall-place that places a sound value on its liabilities under sugh
the policies and that may not be ret less than the—+eserve-aceording-to-appropriate-standardssotfortbin

a7 the pro rata gross

unearned premiums for sush the policies.

{2) The commissioner may promulgate rules to define additional standards for reserve

requirements.”

Section 6. Section 33-2-517, MCA, is amended to read:

"33-2-517. Title insurance reserves. (1) In addition to an adeguate reserve as to outstanding
losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium
reserve of not less than an amount computed as follows:

{a} Ten percent of the total amount of the risk premiums written in the calendar year for title
Insurance contracts shal must be assigned originaily to the reserve.

(b) During each of the 20 years next-following the year in which the title insurance contract was
issued, the reserve applicable to the contract ehalt must be reduced by 5% of the original amount of sush
the reserve.

(2) The reserve sums herein required to-be-reserved by subsection (1} for unearned premiums on

contracts of title insurance shalh must at all times and for all purposes be considered and constitute
unearned portions of the original premiums and shal must be held in trust for the benefit of policyholders.

(3} The reduction of the unearned premium reserve required by subsection {1)(b) efthissecticn
. Legislative
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shall must be made for all title insurance contracts issued after December 31, 1958, with respect to which

10% of the risk premiums have been assigned to the reserve pursuant to subsection (1){a) sf-thisseecton.

Pecember33-—946- If the insurer has not reduced the amount of its unearned premium reserves pursuant

to subsection (1)th) for a previous year or years, the msurer shall make the reduction for the prior year or

years in its next accounting year."”

Section 7. Section 33-2-537, MCA, is amended to read:

"33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability
plans. (1) In the case of a plan of life insurance that provides for future premium determination, the
amounts of which are to be determined by the insurer based on then estimates of future experience. or in
the case of a plan of life insurance or annuity that is of sueh a nature that the minimum reserves cannot
be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under
the plan must:

{a} be appropriate in relation to the henefits and the pattern of premiums for that plan; and

{h) becomputed by a method that is consistent with the principles of 33-2-521 through 33-2-629.

{2} The commissioner shall may promulgate a rule containing the minimum standards applicabte

to the valuation of disability plans.”

Section 8. Section 33-2-704, MCA, is amended to read:

“33-2-704. Insured lives reporting requirement. On or before February36 March 1 of each year,
each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the
number of Montana residents insured on February 1 under any policy of individual or group disability

insurance, including excess of loss or stop loss insurance policies cavering disability insurance.”

Section 9. Section 33-2-806, MCA, s amended 10 read:
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"33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets
categories of investments only within applicabie limits as follows:

{11 An insurer may not, except with the consent of the commissioner, have at any one time any
combinanaon of investments in or loans upon the security of the obligatons, property, ar securities of any
one person or insurer aggregating an amount exceeding 5% of the insurer’s assets. This restriction does
not apply as to general obligations of the United States of America or of anv state or include pelicy ioans
made under 33-2-825.

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

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

(4) A life insurer shali also invest and keep invested its funds in an amount not less than the
reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, in securities, in both cash and securities, or in investments provided for gRdar in 33-2-531.

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

(6) Except with the commissioner’'s consent, an A& insurer may not invest and have invested at

any one time in aggregate amount more than 15% of its assets in all stocks wrder provided for in 33-2-820
and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes
of this provision must be based on the cost of the stocks to the insurer. This provision does not apply s
to stock of a controiled or subsidiary insurance corporation or other corporations uader provided for in
33-2-821 and 33-2-822.

{7} Except with the commissioner’'s-consent, an insurer may not have invested at any one time

mare than 5% of its assets in securities allowed grdar in 33-2-824. Money market funds, as defined by
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the commissioner by rule, are exempt from tne 5% limitation of this subsection.

(8) Except with the commissioner's consent, an insurer may not have invested at any one iime
more than 10% of its assets in the class of securities described in ary—sre—-oitho-following-sections:
33-2-814, 33-2-819. and 33-2-823.

(9 Limits aste of investments in the-category-of real estate shall must be as provided in 33-2-832.

Qther specific hmits apply as stated in the sections dealing with other respective kinds of investments.”

Section 10. Section 33-2-1358, MCA, is amended to read:

"33-2-1359. Setoffs and-gounterslaims. (1) Mutual debts or mutual credits between the insurer
and another person in connection with any action or proceeding under this part sha# must be set off and
the balance only shal—ba allowed or paid, except as provided in subsestion+{2—and 33-2-1362 and

subsection (2) of this section.

{2) Ne A setoff e—scounteretai®» may not be allowed in favor of any person when:

{a} the obligation of the insurer to the person would not at the date of the filing of a petition for
tiguidation entitle the person to share as a claimant in the assets of the insurer;

{b} the obiigation ot the insurer to the person was purchased by or transferred to the person with
a view 1o its being used as a setoff; or

{ct the obligation of the person is to pay an assessment levied against the members or subscribers
of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other

way in the nature of a capital contribution_ e+

Section 11. Section 33-2-1902, MCA, is amended to read:

"33-2-1902. Definitions. As used in this part, the following definitions apply:

{1) "Adjusted RBC report” means an RBC report that has been adjusted by the commissioner in
accordance with 33-2-1903(5).

[2) "Corrective order" means an order issued by the commissioner specifying corrective actions
that the commissioner has determined are required.

{3} "Domestic insurer” means any insurance company domiciled in this state.

{4) "Foreign insurer” means any Insurance company licensed 1o do business in this state under
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33-2-116 but not domiciled in this state.
i5) "Life or disability insurer” means:
‘al any insurance company licensed under 33-2-116 and engaged in the business of entering nto
contracts of disabii'ty insurance, as described in 33-1-207, or life insurance, as described in 33-1-208; &+
thi a licensed property and casualtv insurer writing only disability insurance; or

{c) any insurer engaqged solely in the business of reinsurance of life or disability contracts.

{6y "NAIC" means the national association of Insurance commissioners.

{7) "Negative trend" means, with respect to a lite or health insurer, a negative trend over a peroc
of time, as determined in accordance with the trend test calculation included in the RBC instructions.

(8) (a) "Property and casualty insurer” means :

{i} any insurance company licensed under 33-2-116 and engaged in the business of antering into
contracts of property insurance, as described in 33-1-210, or casualty insurance; as described in 33-1-206;

(i) any insurance company engaged solely in the business of reinsurance of property and casualty

contracts; or

(iii) any insurance company engaaed in the business of surety and marine insurance.

(b} The term does not include monoline mortgage guaranty insurers, financial guaranty insurers,
and titie insurers.

(9) "RBC instructions" means the RBC report, including risk-based capital instructions adopted by
the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the
procedures adopted by the NAIC.

{10) "RBC level" means an insurer's authorized control level RBC, company action level RBC,
mandatory control level RBC, or reguiatory action level RBC, where:

{a) "authorized control level RBC" means the number determined under the risk-based capital
formuta in accordance with the RBC instructions;

{b) "company action level RBC" means, with respect to any insurer, the product of 2 and its
authorized control level RBC;

{c) "mandatory control level RBC” means the product of 0.70 and the autharized control level RBC;

and
{d} "regulatory action level RBC" means the product of 1.5 and its authorized control level RBC.
{11} "RBC plan" means a comprenensive financial plan containing the eiements specitied n
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33-2-1904(2). If the commissioner rejects the RBC plan and itis revised by the insurer. with or without the
commissioner’'s recommendation, the plan must be called a revised RBC plan.

{127 "RBC report” means the report required in 33-2-1903.

{13} "Total adjusted capital” means the sum of:

{a) an insurer’s statutory capital and surplus: and

{bj other items, if any, as the RBC instructions may provide.”

Section 12. Section 33-3-303, MCA, is amended to read:

"33-3-303. Meetings of stockholders or members. {1} Meetings of stockholders or members of
a domestic insurer shall must be held in the city or town of its principal office or place of business in this
state.

(2) Me A meeting of stockholders or members shallk may not amend the insurer’'s articles of
incorporation unless the proposal & to amend was included in the notice of the meeting.

(3} Except with the commissioner’'s consent, each Eash-insurer shall, during the first 8 months of

each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or
occurring in the board of directors, must receive and shall consider reports of the insurer’s officers as to

its affairs, and ghall transact sueh other business as—+nay properly be brought before it. Not less than 20

days' notice skal must be given of sush the meeting in the manner provided in the bylaws, except where
when natice of the annual meeting of a mutual insurer is contained in its policies.
(4) Special meetings of the stockholders or members may he called at any time for any purpose

by the board of directors upon not less than 10 days’ notice, with notice given as provided in the bylaws.

The notice shall must state the purpose of the meeting, and ae business for which notice was not given

may_not shall be transacted at the meeting 65 which-Rotice-wasRot-60-given.

(5) If more than 15 months are allowed to elapse without an annual stockholders’ or members’

meeting being held, any stockholder or member may call sesh-a for an annual meeting to be held. At any
time, upon written request of any directar or ¢f any stockholders or members holding in the aggregate
one-fifth of the voting power of all stockholders or members, it shat-be is the duty of the secretary to call
a special meeting of stockholders or members to be held at sueh the time as that the secretary may fix, not
less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue sush a call,

the director, stockholders. or members making the request may do so.
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{61 A stockhoiders’ or members’ meeting duly held san may be organized for the fransaction nf
business whenever a guorum is present. Except as otherwise provided by law or the articles of
:ncorporatson;

ial the presence, n person or by proxy, of the holders of a majority of the voting power of ai
stockholders or of all members shal-constitute constitutes a quorum;

b} the stockholders or members present at a duly organized meeting ear may continue to do
business until adjournment, notwithstanding the withdrawai of enough stockholders or members tc .eave
tess than a gquorum;

{c) if any necessary officer fails 10 attend sueb a meeting, any stockholder or member present may
be elected 10 act temporarily in lieu of ary-—sueh the absent officer;

{d} if a meeting cannot be orgarized held because a quorum kas-netattendsd is NoOt present, those
present may adjourn the meeting to steh a time as that they sray determine, but in the case of any meeting
called for the election of any director, the adjournment must be to the next day and those who atterd the
second ofsuch-adieurned-rreetings meeting, although less than a quorum as fixed in this section or in the
articles of incorporation, shall-nevertheless constitute a quorum for the purpose of electing any director:
and

{e) an annual or special meeting of stockholders or members may be adjourned to another date

without new notice being given."

Section 13. Section 33-3-307, MCA, is amended to read:
"33-3-307. Bond of officers. {1} The president, secretary, and treasurer of ewery gach mutual
insurer or stock insurer shall each file with the commissioner and thereafter maintain in force so long as ke

that individual is saeh an ofticer a fidelity bond in the-sum-ef-$310;000 an amount set by the commissioner

by rule and issued by an autharized corporate surety in favor of the insurer. The commissioner shall

cansider the insurer’s exposure, total assets, and total income in determining the bond amount. In lieu of

individual bonds, atbsueh officers may be covered under a blanket bond for the same respective amountss,
and-which The blanket bond shatkdikewise must be filed with the commissioner.
(2) The premium for the bond shall must be payable by the insurer.
(3) Me-sush A bond shall is not be subject to cancellation except upen written notice to both the
insurer and the commissioner, delivered not less than 30 days in advance of the effective date of suek 1he
 Legislative
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cancellation.

14} The insurer shall provide for the banding by authorized corporate surety of ail other officers in
any way responsible for the handling of the funds of the insurer.

15) This section shkal may not be desmed considered to limit the amount of bonded protection

whieh that the insurer may carry as to any officer.”

Section 14. Section 33-4-202, MCA, is amended to read:

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

{a) a declaration of their intention to form the corporation signed by at least 100 incorporators if
a proposed state mutual insurer or by at least 25 incorporators if a proposed county mutual insurer; and

{b) four copies of proposed articies of incorporation executed w-irpheate by three or more of the
incorporators, &

ofconveyvanceofrealpreperty The signatures of the incorporators must be notarized.

(2) The articles of incorporation must siate:

(a} the name of the corporation. If a state mutual insurer, the words "farm mutual” must be a part
of the name; if a county mutual insurer, the name must contain the words "farm mutual” or "rural mutual”
together with the name of the county in which its principal place of business is to be located. The name
may not be so similar to one already used by a corporation in this state as to be misleading.

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

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

{d) the objects and purposes for which the corporation is formed:

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

{f} the duration of #s the corporation’s existence, which may be perpetual;

{g) the number of its directors, which may not be less than 5 or more than 11, and the names and

addresses of the members of the initial board of directors appointed to manage the affairs of the corporation
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until the first annual meeting cof the members and at which time successors are elected ard qualified:

ihl other nrovisions, not inconsistent with law, considered appropriate by the incorparators;

I} the names, residences, and addresses of the incorparators and the value of their properzy to be
insdred In the county or counties where the operations of the corporation are 10 be carred-ea transacted.

{31 At the time of filing of the articles of incorporation as provided in subsection (1), the
incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit the fees

with the state treasurer to the credit of the genera! funa.”

Section 15. Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence. (1) if the commissianer
finds the proposed articles of incorporation to be in accordance with the provisions of this chapter ang not
in conflict with the constitution and laws of the United States of America or of this state, the commissioner
shall make a certificate of the facts.

(2) If the commissioner considers the name of the proposed corporation to be so similar to one
already appropriated by ancther company or corporation as to be likely to mislead the public, the
commissianer 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 commissioner, the
commissioner shall endorse the commissioners approval upon each set of the articles and forward three
four 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 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 33-4-5056."

Section 16. Section 33-4-204, MCA, is amended to read:
“33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its

members present at any annual meeting or at any special meeting ef+rembaers called for that purpose.
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1 amend its articles of incorporation to extend its corporate duration or i any other particular within e
2 scope of this chapter by causing amended articles to be filed in the same form and manner as required Tor

3 original articles of incorporation. The commissioner shall review the amended articles for compliance with

4 this title. The amended articles of incorporation shall may be signed only by the president and secretary of
5 the corporation and attested by the corporate seal. Notice of the proposed amendment shall must be

6 contained in the notice given of amy-sueh the annuai or special meeting.”

8 Section 17. Section 33-4-313, MCA, is amended to read:

g "33-4-313. Annual statement —+eport—iling. (1 The president and secretary of evesry each
10 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal thereto
11 10, and file with the commissioner, on forms as prescribed and furnished by bim the commissioner, an

12 annual statement for the preceding calendar year showing the condition of sueh the insurer as of December

13 31 of sueh the preceding year and exhibiting the following facts:

14 +a84(1) the names of the president and secretary;

15 b2) the date of the annual meeting:

16 {643} the amount of insurance in force;

17 +é4{4} the number of members;

18 +8+{b) the number of assessments made during the year;

19 #16) the amount paid in losses during the vear;

20 {g¥(/} the amount of the losses claimed and not paid, with the reason for nonpayment;
21 (8] the number of members withdrawn, suspended, and expelled during the year;
22 #(9) the number of new members admitted during the year;

23 H#(10) the expenses during the year;

24 H4{11) the amount of money on hand;

25 #{12) the amount and character of the insurer’s assets;

26 #{13] the amount of the insurer’s liabilities, including any reserves required to be established

27 under this chapter; and

28 {14] saeh other information concerning the insurer’s affairs as that the cammissioner may
29 reasonably require.

30
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Section 18. Section 33-4-314, MCA, is amended to read:

"33-4-314. Annual statement -- exclusive report -- penaity for failure to file. (1} Ne A reporr,
statement, or return of any nature shalt may not be required of any farm mutual insurer other than those
required by 33-4-313.

{(2) The commissioner may:

(a) suspend or revoke the certificate of authority of any insurer failing to file its annual statement
as required;_or

(b) impose a fine of up to $100 a day for each day that an_insurer is late_in fikng its annual

statement, with the aggregate penalty not to exceed $1,000."

Section 19. Section 33-5-402, MCA, is amended to read:

"33-5-402. Caontributions to insurer. The attorney or other parties may advance to a domestic
reciprocal insurer upon reasonable terms sweh funds as that it may require from time to time in its
operations. Sums se advanced shall may not be treated as a liability of the insurer, ard-excopt Except upan
liguidation of the insurer, s
surphstR-axcass-of-its-minimum—required-surplus during any calendar year, the total of withdrawals and

repayments of the advanced sums may not exceed the lesser of the insured’s realized earned surplus or

10% of the sums advanced as of the previous December 31. Nesaeh A withdrawal or repayment shaH may

not be made without the advance approval of the commissioner. This section does not apply to bank loans

or 1o loans for which security is given.”

Section 20. Section 33-10-202, MCA, is amended to read:

“33-10-202. Definitions. As used in this part, the following definitions apply:

{1) "Account" means any of the three accounts created under 33-10-203.

(2) "Association" means the Montana life and health insurance guaranty association created under
33-10-203.

{3} "Contractual obligation” means any obligation under covered policies.
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{4) "Covered policy” means any policy or contract within the scope of this part under subsectons

33-10-201{4) through (8) e+33-30-2L4+.

() "Impaired insurer” means:

{al an insurer which-after—duly-—1-—3874- that becomes insolvent and is placed under a final order
of liguidation, rehabilitation, or supervision by a court of competent junisdiction: or

{b) aninsurer considered by the commissioner atterdaty+—1844- to be unable or patentially unabie
to fulfill its contractual obligations.

(6) {a) "Member insurer” means any insurer that is licensed or that holds a certificate of authority
to transact any kind of insurance in this state for which coverage is provided under 33-2-201 33-10-201
and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended,
revoked, not renewed, or voluntarily withdrawn.

(b} The term does not include:

i} a health service corporation;

(i} a health maintenance organization;

{iii} a fraternal benefit society;

{ivi a mandatory state pooling plan;

(v} a mutual assessment company or any entity that operates on an assessment basis;

{vil an insurance exchange; or

{vii} an entity similar to any of the entities listed in subsections {6){b){i} through (6}(b)(vi).

(7) "Person" means any individual, corporation, partnership, association, or voluntary arganization.

{(8) (a) "Premiums"” means direct gross insurance premiums and annuity considerations written on
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyholders on the direct business.

(bl —Promicms™de The term does not include premiums and considerations on contracts between
insurers and reinsurers.

{e) As used in 33-10-227, “premiums" premiums are those for the calendar year preceding the
determination of impairment. 7

{9) "Resident” means any person who resides in this state at the time that the impairment is
determined and to whom contractual obligations are owed.

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

indsvidual by the insurer under the contract or certificate.”

SECTION 21. SECTICN 33-15-1105, MCA, IS AMENDED TQ READ:

"33-15-1105. Nonrenewal -- renewal premium. (1) (a) An insured has a right 1o reasonable notice
of nonrenewal. Unless otherwise provided by statute or unless a longer term is provided in the policy, at
least 30 days prior 10 the expiration date provided in the policy, an insurer who does not intend to renaw
a policy bevond the agreed expiration date shall mail or deliver to the insured a notice of such mtention,
The insurer shall also mail or deliver a copy to the insured’s insurance producer.

{b} Notification or nonrenewal to the insured’s insurance producer via electronic wransfer ot data

or by electronic data retrieval device meets the requirement of a mailed or delivered copy.

{2} Aninsurer shall give notice of premium due not more than 60 days or less than 10 days before
the due date of a renewal premium. The notice must clearly state the effect of nonpayment of the premum
on or before the due date.

{3} Subsections (1) and (2} do not apply if:

{a) the insured has obtained insurance elsewhere, has accepted replacement coverage, or has
requested or agreed to nonrenewal; or

{b) the policy is expressly designated as nonrenewable."”

Section 22. Section 33-15-1106, MCA, is amended to read:
"33-15-1106. Renewal with altered terms. {1) If an insurer offers or purports to renew a policy
but on less favorable terms, at a higher rate, or at a higher rating ptan, the new terms, rate, or rating plan

take effect on the policy renewal date only if the insurer has mailed or delivered notice of the new terms,

rate, or rating plan to the insured at least 30 days before the expiration date. Hthe-irsured-hasnot been

Legislative ,
- Services -17 - HBE 131
w‘_{)m;‘vision



55th Legislature HB0O131.04

[ R G ) B A A

10
11
12
13
14
15
16
17
18

20
21
22
23
24
25
26
27
28
29
30

(2} This section does not apply if the increase in the rate or the rating plan, or both, results from

a classification change based on the altered nature or extent of the risk insured against.”

Section 23. Section 33-16-1027. MCA, 1s amended to read:

"33-16-1027. Rate filing review. (1) The commissioner shall review each insurance filing to ensure
compliance with the following guidelines:

{a) The effective date of each workers’ compensation insurer or advisory organization filing must
be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the
date on which the filing is received by the commissioner or the date of receipt of the information furnished
in support of the filing, if the supporting information is required by the commissioner.

(b) Upon written application of the insurer or advisory organization, the commissioner may
authorize a filing that becomes effective before the expiration of the period described in subsection (1}(a).

(c) A filing is considered to have met the requirements of this part unless disapproved by the
commissioner within the period described in subsection {1){a) or any extension of the period.

(2) Whenever a filing is not accompanied by the information required under this section. the
commissioner shall inform the filer of the deficiency within 38 30 days of the initial filing. The filing is
considered made when the required information is furnished or when the filer certifies to the commissioner

that the additional information requested by the commissioner is not maintained or cannot be provided.”

Section 24. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following definitions apply:

{1 "Adjuster” means a person who, on behalf of the insurer, for compensation as an independent
contractor or as the employee of an independent contractor or for fee or commission investigates and
negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term dces not include a:

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

(b] salaried employee of an insurer or of a managing general agent;

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

(d} licensed third-party administrator who adjusts or assists in adjustment of losses arnising under
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policies issued by the insurer.

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

{3} {a) "Administrator” means a person who collects charges or premiums from residents of this
state in connection with hfe, disability, property, or casualty insurance or annuities or who adjusts or settles
ciaims on these coverages.

(b} The term does not mean:

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

{ii) a union on behalf of its members;

{iiit (A) an insurer that is either authorized in this state or acting as an insurer with respect to a
policy lawfully issued and delivered by it in and pursuant to the iaws of a state in which the insurer 1s
authorized to transact insurance; or

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

{ivl a lite, disability, property, or casualty insurance producer who is licensed in this state and
whose activities are limited exclusively to the sale of insurance;

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

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

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

(viii} a custodian acting pursuant ta a custodian account that meets the requirements of section
4011f) of the Internal Revenue Code or the agents and empioyees of the custodian;

(ix} a bank, credit unian, or other financial institution that is subject to supervision or examination
by federal or state banking authorities;

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

(xi} a person who adjusts or settles claims in the normal course of the person’s practice or
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employment as an attorney and who does not collect charges or premiums in connection with life or
disahility insurance or annuitiess; or

(xii) a person appointed as a managing general agent in this state whose activities are limited

exclusively to those described in 33-2-1501(10} and Title 33, chapter 2, part 16.

{4} "Administratorlicense” means a document issued by the commissioner that authorizes aperson
to act as an agminmistrator

{6} "Consultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

(6) "Consuitant license” means a document issued by the commissioner that authorizes a person
10 act as an insurance consultant.

{7} "Controlled business” means insurance procured or to be procured by or through a person upon
the life, person, property, or risks of the person or the person’s spouse, employer, or business.

(8) "Individual" means a private or natural person, as distinguished from apartnership, corporation,
ofr association,

{9) "Insurance producer”, except as provided in 33-17-103:

(a) means:

(i} a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds:

{A} policies of insurance for risks residing, located, or to be performed in this state; or

(B) membership contracts as defined in 33-30-101;

{iit a managing general agent. For purposas of this chapter, the term "managing general agent"” has
the same meaning as set forth in 33-2-1501.

{b) does not mean a customer service representative. For purposes of this definition, a "customer
service representative” means a salaried employee of an insurance producer who assists and is responsible
to the insurance producer.

(10} "License" means a document issued by the commissioner that authorizes a person to act as
an insurance producer for the kinds of insurance specified in the document. The license itself does not
create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement.

(11} "Person” means an individual, oartnership. corporation, association, or other legal entity.
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{12) "Public adjuster” means an adjuster empioyed by and representing the interests of the insured."

Section 25. Section 33-17-212, MCA, is amended to read:

"33-17-212. Examination required -- exceptions -- fees. (1) Except as provided in subsecrtion {7}.
an individual applving for a license shall pass a written examination. The exammétion must test the
knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application
is made, the duties and respensibilities of an insurance producer, and the insurance laws and rules of this
state. The examination must be developed and conducted under ruies adopted by the commissioner,

(2) The commissioner may conduct the examination or make arrangements, including cantracting
with an outside testing service, for administering the examination and collecting the fees required by
33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination
from the applicant.

(3) Each individual applying for an examination shall remit the fees required by 33-2-708.

{4) An individual who fails to appear for the examination as scheduled or fails to pass the
examination may reapply for an examination and shall remit all required fees and forms before being
rescheduled for another examination.

{5} If the applicant is a partnership or corporation, each individual who is to be named in the license
as having authority to act for the applicant in its insurance transactions under the license shall take the
examination.

(6) Examination of an applicant for a license must cover all of the kinds of insurance for which the
applicant has applied to be licensed, as constituted by any one or more of the following classifications:

{al life insurance;

{b} disability insurance;

(c) property insurance. For the purposes of this provision, property insurance includes marine
insurance.

{(d) casualty insurance;

{e) surety insurance;

{f) credit life and disability insurance;

{g) title insurance.

(7) This section does not apply to and an examination is not required of:
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(a} an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to
he transacted as of or immediately prior to January 1, 1961, and thereatterscentiruing who continues to
be licensed:

{b} an applicant for alicense covering the same kind or kinds of insurance as to which the applicant
was licensed in this state, other than under a temporary license, within the 12 months immediately
preceding the date of application uniess the commissioner has suspended, revoked, or refused to continue
the previous license, except that this subsection {7)(b) does not apply to a title insurance producer, as
defined in 33-25-105;

{c) an applicant for a license as a nonresident insurance producer;

(d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides
certification from an appropriate governmential agency to the commissioner that ke the applicant is qualified
to sell the insurance;

(e) transportation ticket agents of common carriers applying for a license to solicit and sell only:

{i} accident insurance ticket policies; or

{iiy insurance of personal effects while being carried as baggage an a common carrier, as incidental
to their duties as transportation ticket agents;

{f} an association applying for a license under 33-17-211;

{g} a mechanical breakdown insurance producer-;

(h) a service contract insurance prodycer; or

(i) an individual who, within 60 days of cancellation of a license issued by the state of the
individual’s residence, files with the commissioner a current letter of clearance certifying that the individual
has passed an examination and held an insurance license in good standing in the individual's state of
licensure, except that the individual shall take an examination pertaining to this state’s law and each kind
of insurance for which the individual has applied for a license and whieh that is not covered under the

license held in the other state.”

Section 26. Section 33-17-301, MCA, is amended to read:
"33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. (1} A
person may not inthis—state act as or hoid himssH the person out to be an adjuster in this state unless

licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner
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according to forms that the commissioner prescribes and furnishes. The commissioner shall issue he
adjuster license to individuals gqualified to be licensed as an adjuster upon payment of the license fee
provided in 33-2-708.

{2} To be licensed as an adjuster. the applicant:

{a) must be an individual 18 years of age or more:

(b} must be a resident of Montana or resident of another state that will permit residents of Montana
regularly to act as adjusters in the other state;

{c) must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law

“school or have had experience or special education or training as to the handling of loss claims under

insurance contracts of sufficient duration and extent reasonably to make & the applicant competent to
fulfili the responsibilities of an adjuster;

{d) must be trustworthy and of good character and reputation; and

{e) shal must have and shall maintain in this state an office accessible to the public and ghall keep

in the office for not less than b vears the usual and customary records pertaining to transactions under the

license. This provision does not prohibit maintenance of the office in the home of the licensee.

{3) A partnership or corporation, whether or not organized under the laws of this state, may be
licensed as an adjuster if each individual who i1s to exercise the adjuster license powers is separately
licensed or is named in the partnership or corporation adjuster license and is qualified for an individual
adjuster license. An additional full license fee must be paid for each individual in excess of one named in
the partnership or corporation adjuster license to exercise its powers.

(4) An adjuster license or qualifications are not required for an adjuster who is sent into this state
by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or
making adjustments of a particular loss under an insurance policy or for the adjustment of a series of [osses
resulting from a catastrophe common to all losses.

{5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The
license is subject to annual payment .to the commissioner of the renewal fee required by 33-2-708,
accompanied by a written request for renewal.

(8) The commissioner may adopt rules providing for the examination, licensure, bonding, and

regulation of public adjusters.”
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Section 27. Section 33-17-1203. MCA, is amended to read:

"33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under
subsection {4):

(a) a person ticensed to act as an insurance producer for property, casuaity, surety. or title
insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10
credit hours of approved continuing education:

{b) a person licensed to act as an insurance producer for life or disability insurance or as a
consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved
continuing education;

{c) aperson holding multiple licenses shall, during each calendar year, complete at least 15 credit
haurs of approved continuing education;

{d) a person licensed to act as an insurance producer only for credit fife and disability insurance
shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of
insurance law, ethics, or credit life and disability insurance;

{e} aperson licensed as an insurance producer or consuitant shall, during each biennium, complete
at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and
administrative rules.

(2} If a person licensed as an insurance producer or consultant completes more credit hours of
approved continuing education in a year than the minimum required in subsection (1), the excess credit
hours may be carried forward and applied to the continuing education requirements of the next year.

{3} The commissioner may, for good cause shewr, grant an extension of time, not to exceed 1
year, during which the requirements imposed by subsection (1} may be completed.

{4) The minimum continuing education requirements do not apply to:

{a) a persan licensed to sell any kind of insurance for which an examination is not required under
33-17-212{7)1d) through g [7)(h};

(b} a person holding a temporary license issued under 33-17-216;

{c) anonresident licensee who must meet continuing education requirements in the licensee’s state
of residence if that state asee+ds grants substantially similar privileges to and has similar requirements of
for residents of this state;

{d) a newly licensed insurance producer or consultant during the catendar year n which the
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licensee first received a license: or

{e) an insurance producer or consultant otherwise exempted by the commissioner.”

Section 28. Section 33-18-210, MCA, is amended to read:

"33-18-210. Unfair discrimination and rebates prohibited -- property, casualty, and surety
insurances. {1} A title, property, casualty, or surety insurer or an employee, representative. or insurance
producer of an msurer may not, as an nducement 10 purchase insurance or after insurance has heen
effected, pay, allow, ef give, or offer to pay, allow, or give, directly or indirectly, a:

(a) rebate, discount, abatement, credit, or reduction of the premium named in the insurance policy;

(b) special favor or advantage in the dividends or other benefits to accrue on the policy; or

{c) valuable consideration or inducement not specified in the policy, except to the extent provided
for in an applicable filing with the commissioner as provided by law.

(2) An insured named in a policy or an employee of the insured may not knowingly receive or
accept, directly or indirectly, a;

(a) rebate, discount, abatement, credit, or reduction of premium;

{b) special favor or advantage; or

{ci valuable consideration or inducement,

{31 An insurer may not make or permit unfair discrimination in the premium or rates charged for
insurance, in the dividends or other benefits payable on insurance, or in any other of the terms and
conditions of the insurance either between insureds or property having like insuring or risk characteristics
or between insureds because of race, color, creed, religion, or national origin.

{(4) This section may not be construed as prohibiting the payment of commissions or other
compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning
lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or
subscribers.

{3) An insurer may not make or permit unfair discrimination between individuals or risks of the
same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
limiting the amount of insurance coverage on a property or casualty risk because of the geographic location
of the risk, unless:

(a} the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
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unfair discrimination; or

(o) the refusal, cancellation, or limitation is required by faw or regulatory mandate.

(6) An insurer may not make or permit unfair discrimination between individuals or risks of the
same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or
limiting the amount of insurance coverage on a residential property risk or on the personal property
contained in the residential property, because of the age of the residential property. uniess:

(a} the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for
unfair discrimination; or

ib) the refusal, cancellation, or limitation is reguired by faw or regulatory mandate.

{7) An insurer may not refuse to insure. refuse 10 continue to insure, or limit the amount of
coverage available to an individual because of the sex or marital status of the individual. However, an
insurer may take maritat status into account for the purpose of defining persons eligible for dependents’
benefits.

(8) An insurer may not terminate or medify coverage or refuse to issue or refuse to renew a
property or casualty policy or contract of insurance solely because the applicant or insured or any employee
of either 1s mentailly or physically impaired. However, this subsection does not apply to accident and heaith
insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other
provision of law relating to the termination, modification. issuance, or renewal of any insurance policy or
contract.

(9) An insurer may not refuse 10 insure, refusa-to-santrdue-to-nedrer charge higher rates, or limit
the amount of coverage available to an individual based solely on adverse information contained in a driving
record that is 3 years old or older. However, an insurer may provide discounts to an insured based on
favorable aspects of an insured’s claims history that is 3 years old or older.

{10} An insurer may not charge points on, refusa-to-issue; REFUSE TO ISSUE, refuse to renew,

remove an existing discount on, or surcharge a private passenger motor vehicle policy because of a claim

submitted under the insured’s policy if the insured was not at fault.
{11} {a) For the purposes of this subsection {11}, "credit history"” means that portion of a credit
report or background report that addresses the applicant’s or insured’s debt payment histary or fack of

history but dees not include public information including convictions, lawsuits, bankruptcies, or similar

public information.
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{b) An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to
continue to insure, charge higher rates, or limit the scope or amount of coverage ar benefits avallable 10
an individual based solely on the insurer’'s knowledge of the individual’s credit history unless:

(1} the insurer possesses substantial documentation that credit history is significantly correiated
with the types of risks insured or 10 be insured,

(i} the insurer sends written communication to the individual disclosing that the insurance coverage
was declined, not renewed. or limited in scope or amount of coverage or benefits because of credit
information reiating to the applicant or the insured; and

{iii} upon subsequent request of the individual, mailed within 10 days of receipt of the denial,
nanrenewat, or limitation, the insurer provides the individual with a copy of the credit report at issue or the
name and address of a third party from whom the individual may obtain a copy of the credit report, within
10 days of receipt of the request.

(ch The‘provisions of this subsection [11) are not intended to conflict with any disclosure provisions
of state law or the federal Truth in Lending Act applicable to tending institutions, credit bureaus, or other
credit service organizations that maintain or distribute credit histories on insurance applicants or

policyholders.”
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Section 29. Section 33-20-101, MCA, is amended to read:

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

(2} Sections 33-20-114 and 33-20-131 also apply to group life insurance and group annuities.”

Section 30. Section 33-22-107, MCA, is amended to read:

"33-22-107. Premium increase restriction -- exception. (1) An insurer gr_a health service

corporation that issues a policy, certificate, or membership contract covering a resident of this state may

not increase a premjum in an individual's or an individual-group-s individual's group disability insurance

policy more frequently than once during a 12-month period unless failure to increase the premium more
frequentty than once during the 12-month period would:

(a) place the insurer in violation of the laws of this state; or

{b} cause the financial impairment of the insurer to the extent that further transaction of insurance
by the insurer injures or is hazardous to its policyholders or to the public,

{2) Subsection (1) does not apply to a premium increase necessitated by a state or federal law,

court decision, or rule adopted by an agency of competent jurisdiction of the state or federal government."

Section 31. Section 33-22-508, MCA, is amended to read:
"33-22-508. Conversion on termination of eligibility. {1} A group disability insurance policy or

certificate of insurance delivered or issued for delivery or renewed after Qctober 1, 1981, must contain a
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provision that if the insurance‘or any porton of it on a person or the person’s dependents or famiiy
members covered under the policy ceases because of termination of the person’s employment or of the
person’s membership in the class or classes eligibfe for coverage under the policy or as a result of a
person’'s employer discontinuing the employer’s business or as aresult of a person’s employer discontinuing
the group disability insurance policy and not providing for any other group disability insurance or plan and
if the person had been insured for a period of 3 months and the person is not insured under another major
medicat disability insurance policy or plan, the person is entitled to have issued to the person by the insurer.
without evidence of insurability, group coverage or an individual policy or, in the absence of an individuai
policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance
on the person or the person’s dependents or family members if application for the individual poliey is made
and the first premium tendered to the insurer within 31 days after the termination of graup coverage.

(2) The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to individual or graup policyholders, with the exception of a policy the
eligibility for which is determined by affiliation other than by employment with a common entity. In addition,
the insurer shall make available a conversion policy as required by subsection (4).

{3) The premium on the individual policy or group policy must be at no more than 200% of the
insurer’s then customary rate applicable to the coverage of the individual or group policy, The customary
rate is that rate that is normally issued for medically underwritten policies without discount for healthy
lifestyles.

{4} The insurer shall also make availabie an—indiddual a conversion policy,_certificate, or

membership gontract that provides at least the level of benefits provided by the insurer’s lowest cost basic

health penefit plan, as defined in 33-22-1803. If the insurer is nat a smail employer carrier under part 18,

the insurer shall make available an-rdividual a conversion policy, certificate, or membership contract that

provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of

the highest rate charged for that plan.”

Section 32. Section 33-22-903, MCA, is amended to read:
"33-22-903. Definitions. As used in this part, the following definitions apply:
(1) "Appticant” means:

ta) in the case of an individual medicare suppiement policy, the person who seeks 10 contracrt for
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insurance benefits; and

{b) in the case of a group medicare supplement policy, the proposed certificate holder,

(2} "Certificate” means a certificate delivered or issued for delivery in this state under a group
medicare supplement policy.

[3) "Certificate form” means the form on which the certificate is delivered or issued for delivery
by the issuer.

{4) "Entity" means an insurer as defined in 33-1-207, a health service corporation as defined in
33-30-101, and a health maintenance organization as defined in 33-31-102.

{5y "Heaith care expenses™:

(a) means expenses of a health maintenance organization associated with the delivery of health
care services that are anatogous to incurred losses of an insurer;

(b} does not include home office and overhead costs, advertising costs, commissions and other
acquisition costs, taxes, capital costs, administrative costs, or claims processing costs.

(6) "lssuer” includes insurance companies, fraternal benefit societies, health care service plans,
health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare
supplement policies or certificates.

{7} "Medicare” means Heaith Insurance for the Aged, Title XVIll of the Social Security Amendments
of 1985, as then constituted or later amended.

(8) "Medicare supplement policy" means a group or individual policy of disability insurance or a
subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under

429861396l e+ 138bmm 42 U.S5.C. 1395ss(g){1), or a policy issued under a demonstration project

authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or
designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical
expenses of persons eligible for medicare. The term does not include:

{a) apolicy or contract of ane or more emplayers or labor organizations or of the trustees of a fund
established by one or mare employers or labor organizations, or a combination of employers, organizations,
and trustees, for employees or former employees, or a combination of current and former employees, or
for members or former members, or a combination of current and former members, of the iabor
organizations; or

{b} individual policies or contracts 1ssued bursuant to a conversion privilege under a policy or
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contract of group or individual insurance when the group or individual policy or contract includes orovisions
that are inconsistent with the requirements of this part or policies issued to emplovees or members as
additions to franchise plans in existence on April 8, 1981.

{9} "Policy form” means the form on which the palicy is delivered or issued for delivery by the

issuer.”

Section 33. Section 33-22-907. MCA. s amended to read:

"33-22-907. Disclosure standards -- informational brochure -- rules. (1) In order to prowvide for fuil
and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement
policy may not be delivered or issued for delivery in this state and a certificate may not be delivered
pursuant to a group medicare supplement policy delivered or issued for delivery in this state uniess an
outline of coverage is delivered to the applicant at the time that application is made, The outline of coverage
must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in
advance of the date that the outline of coverage is delivered to any resident of this state.

{2} (&) The commissioner shall prescribe the format and content of the outline of coverage required
by subsection (1),

{b) For purposes of this section, "format" means style, arrangements, and overall appearance,
including such items as the size, color, and prominence of type and the arrangement of text and captions.

{c) The outline of coverage must include;

(i) a description of the principal benefits and coverage provided in the policy or certificate;

(i} a statement of the exceptions, reductions, and limitations contained in the policy or certificate;

tiii) a statement of the renewal provisions, including any reservation by the issuer of a right to
change premiums and disclosure of the existence of any automatic renewal premium increases based on
the policyhoider’s or certificate holder’s age;

{iv} a statement that the outline of coverage is a summary of the policy or certificate issued or
applied for and that the policy or certificate should be consulted to determine governing contractual
provisions.

{3} The commissioner may prescribe by rule a standard form and the contents of an informational
brochure for persons eligible for medicare, which is intended to improve the buyer’s ability to select the
most appropriate coverage and to improve the buyer’s understanding of medicare. Except in the case of
;ngis.’_a!ive
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direct response insurance policies, the commissioner may require by rule that the information brochure be
provided to any prospective insureds eligible for medicare at the same time that the outline of coverage s
delivered. With respect to direct response insurance policies, the commissioner may require by rule that the
prescribed brochure be provided upon request, but not later than the time of policy delivery, o any
prospective insureds eligible for medicare.

1d) The commissioner may adopt reasonable rules for captions or notice requirements. determined
to be in the public interest and designed to inform prospective insureds that particular insurance coverages
are not medicare supplement coverages, for all accident and sickness insurance policies sold to persoens
eligibie for medicare, other than:

ta) medicare supplement poticies or certificates; or

{b) disability income policiess:

(5) The commissioner may further adopt reasonable rules to govern the full and farr disclosure of
the information in connection with the replacement of accident and sickness policies or certificates by
persons eligible for medicare.

(6} As soon as practicabte, but no later than 30 days before the annual effective date of a medicare
benefit change, every entity providing medicare supplement'insurance or benefits to aresident of this state
shall notify its policyholders and certificate halders, in a format that the commissioner prescribes by rule,

of the changes that it has made to the medicare supplement policy or certificate.”

Section 34. Section 33-22-910, MCA, is amended to read:
"33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or
certificates in this state shall provide to the commissioner for the commissioner’s revigw—er approval a copy

of any medicare suppiement advertising intended for use in this state, whether through written, radic, or

television medium."”

Section 35. Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions. As used in this part, the following definitions apply:
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{1) "Actuarial certification” means a written statement by a member of the American academy of
actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance
with the provisions of 33-22-1809. based upon the person’s examination, incluging a review of tne
appropriate records and of the actuarial assumptions and methods used by the small emplovyer carrier in
establishing premium rates for applicable health benefit plans.

{2} "Affiliate" or "atfiliated"” means anv entity or person who directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with a specified entity or person.

{3} "Assessable carrier” means all carriers of disability insurance, including excess of loss and stop
foss disability insurance.

{4} "Base premium rate” means. for each class of business as to a rating period, the lowest
premium rate charged or that could have been charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

(5) "Basic heaith benefit plan” means a health henefit plan, except a uniform health benefit plan,
developed by a small employer carrier, that has a lower benefit value than the small employer carrier’s
standard benefit ptan and that provides the benefits required by 33-22-1827.

(6) "Benefit equivalency" means a method developed by the small empioyer carrier for comparing
the types of health care services and articles covered under a health benefit plan with the types of health
care services required to be covered under a uniform, basic, or standafd health benefit plan.

(71 "Benefit value" means an actuarially based method developed by the small emplover carrier for
comparing the value of determinable contingencies covered under a health benefit plan with the value of
determinable contingencies required under a uniform. basic. ar standard health benefit plan.

(8) "Board” means the board of directors of the program established pursuant to 33-22-1818.

(9) "Carrier” means any person who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, and a health maintenance organization. For purposes of this part,
companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated
as one carrier, except that the following may be considered as separate carriers:

{a) aninsurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;
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'(b) a health maintenance organization located in this state that is an affiliate of an insurance
campany ar health service corporation; or

{c) a health maintenance organization that operates only one health maintenance organization 1n
an established geographic service area of this state.

(10y "Case characteristics” means demographic or other objective characteristics of a small
employer that are considered by the smali employer carrier in the determination of premium rates for the
smali employer, provided that gender, claims experience, health status, and duration of coverage are not
case characteristics for purposes of this part.

{11} "Class of business” means all or a separate grouping of smail emplovers established pursuant
to 33-22-1808.

{12) "Dependent” means:

{a} a spouse or an unmarried child under 19 vears of age;

{(b) an unmarried child, under 23 years of age. who is a full-time student and who is financially
dependent on the insured;

{c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or

(d} any other individual defined as a dependent in the health benefit plan covering the emplayee.

(13) "Eligible employee” means an employee who works on a full-time basis with a normal
workweek of 30 hours or more, except that at the sofe discretion of the employer, the term may include
an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long
as this eiigibility criteria is applied uniformly among all of the employer’'s emplayees. The term includes &
sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietcr, partner, or
independent contractor is included as an employee under a health benefit plan cf a small empioyer. The
term does not include an employee whao works on a part-time, temporary, or substitute basis.

(14) "Established geographic service area” means a geographic area, as approved by the
commissioner and based on the carrier’s certificate of authority to transact insurance in this state, within
which the carrier is authorized to provide coverage.

{15} "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 pian does
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not include:
{aj accident-only, credit, dental, vision, specified disease, medicare supplement, iong-term care.

or disabiity income insurance or_any other limited benefit plan;

(b} coverage issued as a supplement to liability insurance, workers’ compensation insurance. or
similar insurance; or

{c) automobile medical payment insurance.

{16) "Index rate” means, for each class of business for a rating period for small employers with
similar case characteristics, the average of the applicabie base premium rate and the corresponding highest
premium rate.

{17) "Late enrollee” means an eligible employee or dependent who requests enrollment in a heaith
benefit plan of a small empioyer following the nitial enrollmeni period during which the individual was
entitled to enroll under the terms of the health benefit plan, provided that the initial enroliment period was
a period of at least 30 days. However, an eligible employee or dependent may not be considered a late
enrollee if:

(a) the individual requests enrollment within 30 days after termination of the qualifying previous
coverage and:

{iy the individual was covered under qualifying previous coverage at the time of the initial
enrollment; or

(i) the individual lost coverage under qualifying previousr 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;

(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
a covered employee’s health benefit plan and a request for enrollment is made within 30 days after issuance
of the court order.

(18) "New business premium rate" means, for each class of business for a rating period, the lowest
premium rate charged or offered or that could have been charged or offered by the small employer carrier
to small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.
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(19} "Plan of operation” means the operation of the program established pursuant 1o 33-22-1818.

(20) "Premium" means all money paid by a small employer and eligible employees as a condition
of receiving coverage from a small employer carrier, including any fees or other contributions associated
with the health benefit plan.

(21) "Program” means the Montana small employer health reinsurance program created by
33-22-1818.

(22) "Qualifying previous coverage"' means benefits or coverage provided under:

(al medicare or medicaid;

(b} anemplover-based health insurance or health benefit arrangement that provides benefits similar
to or exceeding benefits provided under the minimum basic health benefit plan; or

{c) an individual health insurance policy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance organization that provides
benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided
that the policy has been in effect for a period of at least 1 year.

(23} "Rating period” means the calendar period for which premium rates established by a smail
employer carrier are assumed to be in effect.

(24) "Reinsuring carrier” means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1819.

(25) "Restricted netwaork provision" means a provision of a health benefit plan that conditions the
pavment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant tc Title 33, chapter 22, part 17, ar Title 33, chapter 31,
to provide health care services to covered individuals.

(26) "Small employer” means a person, firm, corporation, partnership, or association thatis actively
engaged in business and that, on at least 50% of its working days during the preceding calzndar quarter,
employed at least 3 but not more than 25 eligible employees, the majority of whom v = aiploved within
this state or were residents of this state. In determining the number of eligible employues, companies are
considered one employer if they:

(a} are affiliated companies;

(b} are eligible to file a combined tax return for purposes of state taxation; or

{c} are members of an association that:
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{iy has been in existence for 1 year prior to January 1, 1994;

tiy provides a health benefit plan to employees of its members as a group: and

{izl does not deny coverage to any small employer member of its assoctation or any emplovee of
its smali employer members who applies far coverage as part of a group,

(271 "Small employer carrier” means a carrier that offers health benefit plans that cover ehigibte
employees of one or more small employers in this state,

(28} "Standard health benefit plan” means a health benefit plan that is developed by a small

employer carrier and that contains the provisions required pursuant to 33-22-1828."

Section 36. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. {1}
Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the farr.
reasonable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written approval by the commissioner.

(2) If the board fails to submit a suitable plan of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The
commissioner shall amend or rescind any tempaorary plan adopted under this subsection at the time a plan
of operation is submitted by the board and approved by the commissioner.

(3) The plan of operation must:

(a) establish procedures for the handling and accounting of program assets and money and for an
annuat fiscal reporting to the commissioner;

(b} establish procedures for selecting an administering carrier and setting forth the powers and
duties of the admintstering carrier;

{c) establish procedures for reinsuring risks in accordance with the provisions of this section;

{d) establish procedures for collecting assessments from assessable carriers to fund claims incurred
by the program;
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{e} establish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to be incurred by the program; and

{fiy provide for any additional matters necessary for the implementation and administration of the
program.

(4] The program has the general nowers and authority granted under the laws of this stare 10
insurance companies and health maintenance organizations licensed to transact business. except the power
to issue health benefit plans directly to either groups or individuals. In addition, the program may:

(a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the authority, with the approvai of the commissioner, to enter into contracts with stmilar
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

{b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums
and penalties for, on hehalf of, or against the program or any reinsuring carriers;

{c} take any legal action necessary to avoid the payment of improper claims against the program;

(d) define the health benefit ptans for which reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements -of this part;

(e} establish conditions and procedures for reinsuring risks under the program;

(f) establish actuarial functions as appropriate for the operation of the program;

(g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any other function within the
authority of the program;

{h) to the extent permitted by federal law and in accordance with subsection (8}(c), make annual
assessments against assessable carriers and make interim assessments to fund claims incurred by the
program; and

(1 borrow money to effect the purposes of the program. Any notes or other evidence of
indebtedness of the program notin default are legal invesiments for carriers and may be carried as admitted
assets.

[B) A reinsuring carrier may reinsure with the program as provided for in this subsection (5):

{a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall

reinsure the level of coverage provided and, with respect 1o other plans. the program shail reinsure up
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the level of coverage provided in a basic or standard health benefit plan.

{bl A small emplover carrier may reinsure an entire emplover group within 60 davs of the
commencement of the group’s coverage under a health benefit pian.

(c) A reinsuring carrier may reinsure an eligible employee or dependent within a period ot 60 days
following the commencement of coverage with thé smali emplayer. A newly eligible employee or dependent
of the reinsured small employer may be reinsured within 60 days of the commencement of < - zrage.

(d} (i) The program may not reimburse areinsuring carrier with respect to the ¢laims ot a reinsured
employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent
of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier 15
responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s liability under this subsection (d)(i) may not exceed a
maximum limit of $25,000 in any calendar year with respect to any reinsured individual.

(il The board annually shall adjust the initial level of claims and maximum limit to be retained by
the carrier to reflect increases in costs and utilization within the standard market for health benefit plans
within the state. The adjustment may not be less than the annual change in the medical component of the
consumet price index for all urban consumers of the United States department of {abor, bureau of labor
statistics, unless the board proposes and the commissioner approves a lower adjustment factor.

{e} A small employer carrier may terminate reinsurance with the program for one or more of the
reinsured employees or dependents of a small employer on any anniversary of the health benefit plan.

{fi A small employer graup health benefit plan in effect before January 1, 1994, may not be
reinsured by the program until Japwary—+—887—-and-then-enhyif the board determines that sufficient
funding sources are available.

(g) A reinsuring carrier shall apply all managed care and claims-handling technigues, including
utilization review, individual case management, preferred provider provisions, and other managed care
provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

{6} (a) As part of the plan of operation, the board shall establish a methodology for determining
premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this
section. The methodology must include a system for classification of small employers that reflects the types
of case characteristics commonly used by small employer carriers in the state. The methodology must

provide for the devetopment of base reinsurance premium rates that must be multiplied by the factors set
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forth in subsectiaon (8){b) to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at
levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the
calendar year. For purposes of this section, expenses include administrative expenses, one-half of the
pragram net loss for the previous calendar year. and the actuarially anticipated claims to be incurred,
adjusted to reflect retention levels required under this part.

(b) Premiums for the program are as foilows:

il An entire small empioyer group may be reinsured for a rate that is one and one-half times the
base reinsurance premium rate for the group established pursuant to this subsection (6).

(it An eligible employee or dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection (8).

(c) The beard shall annually review the methodolagy established under subsection (6)(a), including
the system of classification and any rating factors, to ensure that it is actuarially sound and that it
reasonably reflects the claims experience of the program. The board may propose changes to the
methodology that are subject to the approval of the commissioner.

(d) The board may consider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

{7) If a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-1809.

(B) (a) Prior to March 1 of each vear, the board shall determine and report to the commissioner
the program net loss for the previous calendar year, including administrative expenses and incurred losses
for the year, taking into account investment income and other appropriate gains and losses, and the
actuarially anticipated !losses for the calendar year. The sum of one-half of the program net loss for the
previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment
amount. |f the program net loss for the previous calendar vear is zero or less, the total assessment amount
must equal the actuarially anticipated losses for the calendar year.

{b) (i} Each assessable carrier shall share in the program in an amount determined by multiplying
the total assessment amount by a fraction, the numerator of which is the number of individua!s in this state

covered under disability insurance by the assessable carrier and the denominator of whicn is the number
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of all individuals in this state covered under disability insurance by all assessable carriers.

{iit The board shall make a reascnable effort to ensure that each insured individual 1s counted oniy
once for the purpose of assessment. The board shall require each assessable carrier that provides excess
of toss or stop loss insurance to include in its count of insured individuals all individuals whose coverage
is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The hoard
shall allow an assessable carrier who is an excess of 1058 or stop 108s insurer to exclude from its count of

insured individuals those who have been counted by a primary disability insurer or by a primary reinsurer.

emnm%»&r—a&—mq&md—%&?—@— The board may use any reasanable method of estimating the
number of individuais insured by an assessabie carner if the specific number is unknown.

{c) The board shalivsmake an annual determination in accordance with this section of each
assessable carrier’s liability for its share of the contribution to the program and, except as otherwise
provided by this section, make an annual assessment against each assessable carrier to the extent of that
liability. Payment of an assessment is due within 30 days of receipt by the assessabie carrier of written
notice of the assessment. An assessable carrier that ceases doing business within the state is liable for
assessments until the end of the calendar year in which the assessable carrier ceased doing business. The
board may determine not to assess an assessable carrier if the assessable carrier’s liability determined in
accordance with this section does not exceed $10.

{d} The board may establish and maintain program reserves not to exceed five times the actuariaily
anticipated losses for the calendar year.

{e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum
of the administrative expenses and incurred claims for that year, the board may proportionatety credit the
excess to assessable carriers or it may place the excess in program reserves, subject to the limits in
subsection (8){d}.

{9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any other joint collective action required by this part may not be the basis of any legal
action, criminal or civil liability, or penalty against the pregram or any of its reinsuring carriers, either jointly
or separately.

(10) The board, as part of the plan of operation, shall develop standards setting forth the minimum

levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. in
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establishing the standards, the board shall take intc consideration the need to ensure the broad availability
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
to provide orgoing service to small emplovers, the levels of compensation currently used in the industry,
and the overall costs of coverage to small employers selecting these plans.

{(11) The program is exempt from taxation.

(12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legislature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those costs, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small employers, and any recammendations for change to the plan of gperation.

{13} All premiums and other money paid to the small emgloyer carrier reinsurance program and ail
property and securities acquired through the use of money and interest and dividends earned on money
belonging to the small employer carrier reinsurance program are solely the property of the program and
must be used exclusively for the operations and obligations of the program. Money coliected by the

program is not subject to legislative appropriation.”

Section 37. Section 33-22-1820, MCA, is amended to read:

"33-22-1820. Periodic market evaluation -- report. The beard-shall commissioner may study and

report at least every 3 years to the commissianer governor or other interested persons on the effectiveness

of this part. The report must analyze the effectiveness of this part in promoting rate stability, product
availability, and coverage affordability. The report may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report
must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans
to small employers in fulfillment of the purposes of this part. The report may contain recommendations for

market conduct or other regulatory standards or action."

Section 38. Section 33-22-1828, MCA, is amended to read:
"33-22-1828. Benefits required in standard benefit plan. (1) The minimum benefits must be equal
to at jeast 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per

person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per

Legisiative

. Services - .
- Division 42 HB 131



55th Legisiature HBO131 .0g

10
i
12
13
14

family on the total annual out-of-packet expenses for services covered. The coverage may be subject to
a maximum lifetime benefit. but a maximum, if anv, may not be less than $1 million,

{2) The commissicner may not require coverage in a standard health benefit glan for any benefit
unless other provisions of Title 33, chapter 22, 30. or 31. specifically require coverage for the benefit. A
small employer carrier may offer coverage for additional services and articles.

{3} A standard health benefit plan provided by a health maintenance organization or a basic health
benefit plan with a restricted network provision must provide a comparable level of benefits to those

required by subsection (1), as determined by the berefit-aguivalaney—and benefit value."

Section 39. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -- construction of other related laws. (1) All health service
corporations are subject to the provisions of this chapter. In addition to the provisions contained in this
chapter, other chapters and provisions of this title apply to health service corporations as follows:
33-3-308; 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and
Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111;:apd-33-3-101+through-33-3—204.

(2) A taw of this state other than the provisions of this chapter applicable to health service

corporations must be construed in accordance with the fundamental nature of a health service corporation,

and in the event of a conflict the provisions of this chapter prevail.”

Section 40. Section 33-30-107, MCA, is amended to read:

"33-30-107. Annual statement. (1} On or before March 1 of each year, each health service
corporation shall file an annual statement for the preceding vear on form No. 13 N.A.[.C. with the
commissioner of insurance, This annual statement must be completed in accordance with the national
association of insurance commissioners’ annual statement instructions.

{2} The health service carporation shall file a statement containing any other information concerning
its financial affairs that may be reasonably requested by the commissioner.

{3) (a) Each health service corporation shall file electronic diskette versions of its annual and
quarterly financial statements with the national assaociation of insurance commissioners. The filing date for
submission of the annual statement diskette is March 1. The filing dates for the other three guarterly

statements are as follows:
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(i} the first quarter statement is due May 15:

{ii} the second quarter statement is due August 15; and

{iii} the third quarter statement is due November 15.

{b) The commissioner may exempt health service corporations operating only in Montana from
these filing requirements.

(4) The commissioner may, after notice and hearing, suspend or revoke a health mainterance

SERVICE CORPORATION'S erganization's license or impose a fine not to exceed $100 a day and not to

exceed $1.000 upon a health maintenanceorganization SERVICE CORPORATION that fails to file an annual

statement as required by this part.”

Section 41. 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 carporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
1o aninsurer 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
autherized and regulated pursuant to this chapter.

(2} Solicitation of enrcllees by a health maintenance organization granted a certificate of authority
or its representatives may not be construed as a violation ot any law relating to solicitation or advertising
by heaith 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 requirements under Title 50, chapter 5, parts 1 and 3.

{5} The provisions of this section do not exempt a health maintenance organization from the

prehibition of pecuniary interest under 33-3-308 or the material transaction disciosure requirements under

33-3-701 through 33-3-704. A health maintenance organization must be cansidered an insurer for the

purposes of 33-3-308 and 33-3-701 through 33-3-704."

Section 42. Section 33-31-211, MCA., 1s amended to read:
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"33-31-211. Annual statement -- revocation for failure to file -- penalty for false swearing. (1)
Unless it is operated by an insurer or & health service corporation as a plan, each authorized health
maintenance arganization shall annuallty 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. The
statement must be in the general form and content required by the commissioner. The statement must ne
verified by the oath of at least two principal officers of the health maintenance organization. The
commissioner may #-his—gdiscration waive any verification under oath.

{2) At the time of filing its annual statement, the health maintenance organization shall pay the
commissioner the fee for filing its statement as prescribed in 33-31-212, The commissioner may refuse to
accept the fee for continuance of the insurer’s certificate of authority, as provided in 33-31-212, may

impose a penatty of $100, or may ir-his-discraetion suspend or revoke the certificate of authority of a health

maintenance organization that fails to file an annual statement when due. Each day that the insurer fails

to file its annual statement constitutes a separate violation. The total penalty may not exceed $1,000.

{3) The commissioner may, after notice and hearing, impose a fine not to exceed $5.000 per for
each violation upon a directer, officer, partner, member, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement whish that is false.

(4) The commissioner may require edeh reports as-he that the commissioner considers reasonably

necessary and appropriate to enable kims the commissioner to carry out his the commissioner’s duties under

this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

NEW SECTION. Section 43. Uniform claim forms and procedures. {4 The commissioner of

insurance, after consultation with the health care adviscry council, may adopt by rule uniform health

insurance claim forms and uniform standards and procedures for the use of the forms and processing of

claims, including the submission of claims by means of an electronic claims processing system.
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NEW SECTION. Section 44. Loss and loss expense reserves for property and casualty insurance.
{1) (a) In determining the financial condition of a property and casualty insurer for the purpose of applying
the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and foss
expense reserves at least equal to the amoaunts required under the provisions of this section must be
included in the insurer’s liabilites. The date from which the determination. statement, or report 1s made
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is, for the purpose of this part. the date of determination.

{b} Accepted actuarial standards as adopted by the actuarial standards board must be taken into
consideration for the purpose of determining the loss reserves and loss expense reserves.

{2) Except as provided in subsections (3} and (4). the reserves for all outstanding iosses and loss
expenses must include the following:

{a) the aggregate estimated amounts due or to become due on account of all known losses. claims,
and loss expenses incurred but not paid, including the estimated liability on any notice received bv the
insurer of the aoccurrence of any event that may result in a loss; and

{b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has
not been received, estimated in accordance with the insurer’s prior experience. if any, or otherwise in

accordance with Montanaindustry data EXPERIENCE OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS

STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated

liabitities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10%
of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer’s surety
contracts may nct be less than 5% of the net premiums in force.

(3} Except as provided in subsection (4), tabular reserves for outstanding losses under policies of
workers’ compensation insurance may be actuarialiy calculated for both indemnity and medical payments.
The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are:

ia) calculated using discounts determined with reference to actuarial tables, which incorporate
mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably
determinable payment stream associated with lifetime benefit cases; or

{b} annuities certain, such as those arising from structured settlements.

{4} Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any
property and casualty insurer doing business in this state, calculated in accordance with the provisions of
this section, are inadequate or excessive, the commissioner may prescribe any other method that will
produce adequate and reasonable reserves.

{5) The excess, if any, of statutory reserves over statement reserves must be calculated in
accordance with the annual statement instructions adopted by the national association of insurance

commissioners.
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NEW SECTICN. Section 45. Repealer. Sections 33-2-515, 33-2-636, 33-2-721. 33-2-722,

33-2-723, 33-4-404, 33-4-408, 33-22-1201, 33-22-1202, 33-22-1203, 33-22-1204, and 33-22-1205,

MCA, are repealed.

NEW SECTION. Section 46. Codification instruction. (1} [Section 42 431 43] is intended to be
codified as an integral part of Title b0, chapter 4, part b, and the provisions of Title 50, chapter 4, part 5,

apply to {section 42 44 43].

{6M31(2) [Section 47 48 45 44} is intended to be codified as an integral part of Title 33, chapter

2, part 5, and the provisions of Title 33, chapter 2, part b, apply to {section 42 46 45 44}.

NEW SECTION. Section 47. Severability. |f a part of [this act] is invalid, all valid parts that are
severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its

applications, the part remains in effect in all valid applications that are severable from the invalid

applications.
-END-
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FREE CONFERENCE COMMITTEE

on House Bill 131.
Report No. 1, April 11, 1997

Page 1 of 2

Mr. Speaker and Mr.. President:

We, your Free Conference Committee met and considered House Bill 131 (reference copy --
salmon) and recommend that House Bill 131 be amended as follows:

1. Title, line 13.
Strike: "33-18-210,"

2. Title, line 17.

Strike: "AND" )
Following: "MCA" ' ' .
Insert: "; AND PROVIDING EFFECTIVE DATES"

3. Page 2, line 12.

Strike: "provide notice"
Insert: "report the alleged fraud to the insurer"

4. Page 2, lines 13 and 14.
Strike: "to" on line 13 through "commissi " on line 14

5. Page 2, line 14.

Following: "_." :

Insert: "The insurer shall review the report. If the insurer
determines that there is reasonable likelihood that fraud
has occurred, the insurer shall forward the report to the
commissioner within 30 days of receipt of the report."

6. Page'7, lines 9 and 10. |
Strike: "given" on line 9 through "dividends" on line 10

7. Page 25, line 4, through page 27, line 16.
Strike: section 28 in its entirety
Renumber: subsequent sections

8. Page 48, following line 21.

Insert: "

ADOPT | B¢
AC HB 131-1

REJECT ‘ | 771046CC. Hed

S e | HR 13
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April 11, 1997
Page 2'of 2

NEW SECTION, Section 47. Effective dates. (1) Except as
provided in subsection (2), [this act] is effective October 1,

1997.
(2) [Section 9] and this section are effective on passage

and approval."

And this FREE Conference Committee report be adopted.

For the House: | For the Senate:
e Lo = <— Eﬂwﬂ*’{'
Reprégentative Barnett, Chair Senator Benedict, Chair

fad < : bz l> e ¢ .
fzﬁﬁég MZZ4Q¢ZZ;; 97W%;7 [-tehgmapnt s
Represeffdtive Trexler Senator Crismore

énator McCarthy

Representatife Squi

771046CC.Hgd
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HOUSE BILL NO. 131
INTRCDUCED BY SIMON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING STATE INSURANCE LAWS; PRCVIDING
FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; RROMIBING A STATUFE-OFRLIMITATIONS-FOR
ACHONS  BROUGHT—BY—THE COMMISSIGNER—OFR—INSURANGE; PROVIDING PENALTIES FOR

MiSREPRESENTATIONS MADE TO THE COMMISSIONER; REQUURING THATCREDITHEEANDDISABILITY

LSERVIGE-CONTFRACTINSURANGES: AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-317,

33-2-514, 33-2-517, 33-2-537, 33-2-704, 33-2-806, 33-2-1359, 33-2-1902, 33-3-303, 33-3-307,
33-4-202, 33-4-203, 33-4-204, 33-4-313, 33-4-314, 33-5-402, 33-10-202, 33-15-1105, 33-15-1106,
33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33~+8-210—33-18-36+ 33-20-101,
33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820,
33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; ANDB REPEALING SECTIONS
33-2-5615, 33-2-536, 33-2-721, 33-2-722, 33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202,
33-22-1203, 33-22-1204, AND 33-22-1205, MCA; AND PROVIDING EFFECTIVE DATES."

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

Section 1. Section 18-8-103, MCA, is amended to read:

"18-8-103. Exemptions. This part does not apply to employment of:

{1) registered professional engineers, surveyors, real estate appraisers, or registered architects;

(2) physicians, dentists, or other medical, dental, or heaith care providers;

{3) expert witnesses hired for use in litigation, hearings officers hired in rulemaking and contested
case proceedings under the Mantana Administrative Procedure Act, or attorneys as specified by executive
order of the governor;

(4) consulting actuaries to the public retirement boards, er the state compensation insurance fund,

or the commissioner_of insurance;

(6} private consultants employed by the student associations of the university system with money
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raised from student activity fees designated for use by those student associations; or

(6) private consultants employed by the Montana state lottery."

SECTION 2. SECTION 33-1-1205, MCA, 1S AMENDED TO READ:

"33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers.
{1} Eachinsurer, independent adjuster, independent administrator, independent consultant, and independent
producer shall cooperate fully with the commissioner with respect to the provisions of this part.

{2} Aninsurer, an officer, gr an employee—erproduser of the insurer, an independent adjuster, an

independent administrator, an independent consultant, or an independent producer who has reason to
believe that an insurance fraud has been or is being committed shall provide notice of the alleged insurance

fraud to the commissioner within 60 days. A producer of an insurer who has reason to pelieve that an

insurance fraud has bseen or is being committed shall provide-netice REPORT THE ALLEGED FRAUD TO THE

INSURER within 60 days of discovery of the alleged insurance fraud to-theinsurerwhoshallwithin-30-days
g¢. THE INSURER SHALL REVIEW THE

REPORT. IF THE INSURER DETERMINES THAT THERE 1S REASONABLE LIKELIHOOD THAT FRAUD HAS

OCCURRED, THE INSURER SHALL FORWARD THE REPORT TO THE COMMISSIONER WITHIN 30 DAYS
OF RECEIPT OF THE REPORT. '

{3) Notice to the commissioner by an insurer who has reason 1o believe that an insurance fraud
has been committed in connection with an insurance claim, application, or policy tolls any applicable time
period, for the commissioner, in any applicable insurance statute, related insurance regulation, or applicable
sections of the criminal code and tolls any time period arising under 33-18-232 or 33-18-242 regarding

unfair claims settlement practices."

Section 3. Section 33-2-307, MCA, is amended to read:

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

(a} has established satisfactory evidence of good reputation and financial integrity; and

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

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

(A} the minimum capital and surplus requirements of 33-2-109 and 33-2-110; or

(B} $7 million. An insurer possessing less than $6 $7 million capital and surplus may satisfy the
requirements of this subsection upan an affirmative finding of acceptability by the commissioner. The
commissioner’s finding must be based upon such factors as quality of management, capital, and surplus
of a parent company; company underwriting profit and investment income trends; and company record and
reputation within the industry. The commissioner may not make an affirmative finding of acceptability when
the surplus lines insurer’s capital and surplus is less than $6 $7 million.

{ii} in the case of Lloyd's or another similar group including incorporated and unincorporated alien
insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of
capital and surplus for all policyholders and creditors in the United States of each member of the group.
The incorporated members of the group may not engage in any business other than underwriting as a
member of the group and must be subject to the same level of solvency requlation and control by the
groups of domiciliary regulators as are the uningcorporated members. The trust must comply with the terms
and conditions established in subsection {1){b}{iv) for alien insurers.

{iii} in the case of an insurance exchange created by the laws of individual states, the insurer
maintains capital and surplus, or their substantial equivalent, of not less than $15 million in the aggregate.
For an insurance exchange that maintains funds for the protection of each insurance exchange policyholder,
each individual syndicate shall maintain minimum capital and surpius, or their substantial eguivalent, of not
less than $1.5 million. If the insurance exchange does not maintain funds for the protection of each
insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus
requirements of subsection (1){b)(i}.

(iv} in the case of an alien insurer, the insurer maintains in the United States an irrevocable trust
fund in either a national bank or a member of the federal reserve system, in an amount not less than $1.b
million, for the protection of all its policyhalders in the United States and the trust fund consists of cash,
securities, or letters of credit or of investments of substantially the same character and quality as those
which are eligible investments for the capital and statutory reserves of insurers authorized to write like kinds
of insurance in this state. The trust fund, which must be included in any calculation of capital and surplus
or its equivalent, must have an expiration date that may not at any time be less than % years. In addition,

the alien insurer must appear on the national association of insurance commissioners’ Non-Admitted
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Insurers Quarterly Listing.

{c} has provided the commissioner a copy of its current annual statement, certified by the insurer
A6 not more than 6 months after the close of the period reported upon, or quarterly if considered necessary
by the commissioner, and which is either:

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

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

{2) In the case of an insurance exchange, the statement required by subsection (1}{¢}) may he an
aggregate combined statement of all underwriting syndicates operating during the period reported.

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

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

{i} is in unsound financial condition;

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

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

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

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

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

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

{h) "Surplus™, as used in the financial requirements of this section, means funds over and above

liabilities and capital of the insurer for the protection of policyholders.™
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Section 4. Section 33-2-317, MCA, is amended to read:

"33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the
following kinds of insurance when placed by a licensed insurance producer of this state:

{1} wet marine and-transportation-Rcurances insurance:

{2} insurance on subjects located, residing, or to be perfoermed whaolly outside of this state or on
vehicles or aircraft owned and principally garaged outside this state;

{3) insurance on property or operations of railroads engaged in interstate commerce: and

(4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in
scheduled interstate flight or cargo of the aircraft or against liability, other than workers’ compensation and

employers’ liability, arising out of the ownership, maintenance, or use of the aircraft.”

Section 5. Section 33-2-5614, MCA, is amended to read:
"33-2-514. Reserve for disability insurance, {1} For all disability insurance policies, the insurer
shall maintain an active life reserve which-shall-place that places a sound value on its liahilities under such

the policies and that may not be Aet less than

unearned premiums for sueh the policies.

{2) The commissioner _may promulgate rules to define additional standards for reserve

requirements.”

Section 6. Section 33-2-517, MCA, is amended to read:

"33-2-517. Title insurance reserves. (1) In addition to an adequate reserve as to cutstanding
losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium
reserve of not less than an amount computed as follows:

{a) Ten percent of the total amount of the risk premiums written in the calendar year for title
insurance contracts sha# must be assigned originally to the reserve.

{b) During each of the 20 years next following the year in which the title insurance contract was
issued, the reserve applicable to the cantract shalt must be reduced by 5% of the original amount of sueh
the reserve.

{2) The reserve sums haeoin required te-baresarwad by sybsection (1} for unearned premiums an
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contracts of title insurance shalt must at all times and for ali purposes be considered and constitute
unearned portions of the original premiums and shall must be held in trust for the benefit of policyholders.

{3) The reduction of the unearned premium reserve required by subsection {1}{b) efthis-sesction
shat must be made for all title insurance contracts issued after December 31, 1958, with respect to which

10% of the risk premiums have been assigned to the reserve pursuant to subsection (1)(a) efthis-sestan.

Becamber311876- |f the insurer has not reduced the amount of its unearned premium reserves pursuant

to subsection (1}{b) for a previous year or yvears, the insurer shall make the reduction for the prior year or

years in its next accounting vear."

Section 7. Section 33-2-537, MCA, is amended to read:

"33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability
plans. (1) In the case of a plan of life insurance that provides for future premium determination, the
amounts of which are to be determined by the insurer based on then estimates of future experience, or in
the case of a plan of life insurance or annuity that is of sush a nature that the minimum reserves cannot
be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are heid under
the plan must:

{a} be appropriate in relation to the benefits and the pattern of premiums for that plan; and

(b} be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529;

(2) The commissioner shall may promuigate a rule containing the minimum standards applicable

to the valuation of disability plans.”

Section 8. Section 33-2-704, MCA, is amended to read:

"33-2-704. Insured lives reporting requirement. On or before February-16 March 1 of each year,
each insurer providing disability insurance shall, on a faorm prescribed by the commissioner, report the
number of Mentana residents insured on February 1 under any policy of individual or group disability
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insurance, including excess of loss or stop loss insurance policies covering disability insurance.”

Section 9. Section 33-2-806, MCA, is amended to read:

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

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

{2) Aninsurer may notinvest in or hold at any one time more than 10% of the outstanding voting
stock of any corporation, except with the consent of the commissioner given-with+aspectte-veotingrights
oi—preforance—stock—during—defaultoi dividends. This provision does not apply as to stock of a
whell-owned wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under
33-2-821.

{3) Aninsurer, other than title insurer, shall invest and maintain invested funds not less in amount
than the minimum paid-in capital stock required under this code of a domestic stock insurer transacting like
kinds of insurance, only in cash and the securities provided for uwhder—the—fellowing—6estiens: in
33-2-811(1), 33-2-812, and 33-2-830.

{4) A life insurer shail also invest and keep invested its funds in an amount not less than the
reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in
cash, in securities, in both cash and securities, or in investments provided for uader in 33-2-531.

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

(6) Except with the commissigner’s consent, an A# insurer may not invest and have invested at

any one time in aggregate amount more than 15% of its assets in all stocks wrder provided for in 33-2-820
and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes
of this provision must be based on the cost of the stocks to the insurer. This provision does not apply as

to stock of a controlled or subsidiary insurance corporation or other corporations wades provided for in
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33-2-821 and 33-2-822.
{7) Except with the commissioner’'s consent, an insurer may not have invested at any one time

more than 5% of its assets in securities allowed wrder in 33-2-824. Money market funds, as defined by

the commissioner by rule, are exempt from the 5% limitation of this subsection.

(8) Except with the commissioner’s cansent, an insurer may not have invested at any one time
more than 10% of its assets in the class of securities described in ary—ene-of-theiclowing sections:
33-2-814, 33-2-819, and 33-2-823.

{9) Limits aste of investments in the-categery-of real estate shall must be as provided in 33-2-832.

Other specific limits apply as stated in the sections dealing with other respective kinds of investments.”

Section 10. Section 33-2-1359, MCA, is amended to read:
"33-2-1359. Setoffs and-counterclaims. (1) Mutual debts or mutual credits between the insurer

and another person in connection with any action or proceeding under this part shal must be set off and

the balance only shall-be allowed or paid, except as provided in subsestien—{2i—anrd 33-2-1362 and

subsection (2} of this section.

{2) MNe A setoff ereeounterslaims may not be allowed in favor of any person when:

{(a) the obligation of fhe insurer to the person would not at the date of the filing of a petition for
liquidation entitle the person to share as a claimant in the assets of the insurer;

(b) the obligation of the insurer to the person was purchased by or transferred to the person with
a view to its being used as a setoff; or

{c) the obligation of the person is to pay an assessment levied against the members or subscribers
of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other

way in the nature of a capital contribution.o+

Section 11. Section 33-2-1902, MCA, is amended to read:

"33-2-1902. Definitions. As used in this part, the following definitions apply:

{1} "Adjusted RBC rsport” means an RBC report that has been adjusted by the commissioner in

accordance with 33-2-1903(5).

{2} "Corrective order” means an order issued by the commissioner specifying corrective actions
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that the commissioner has determined are required.

(3) "Domestic insurer” means any insurance company domiciled in this state.

{(4) "Foreign insurer” means any insurance company licensed to do business in this state under
33-2-116 but not domiciled in this state.

() "Life or disability insurer” means:

{a) any insurance company licensed under 33-2-1186 and engaged in the business of entering into
contracts of disability insurance, as described in 33-1-207, or life insurance, as described in 33-1-208; of

{b)} alicensed property and casualty insurer writing only disability insurance;_or

{c) any insurer engaged sofely in the business of reinsurance of life or disability contracts.

(6) "NAIC" means the national association of insurance commissioners.

{7} "Negative trend” means, with respect to a life or health insurer, a negative trend over a period
of time, as determined in accordance with the trend test caiculation included in the RBC instructions.

{8) (a) "Property and casualty insurer" means :

{i) any insurance company licensed under 33-2-116 and engaged in the business of entering into
contracts of property insurance, as described in 33-1-210, or casualty insurance, as described in 33-1-208;

{ii) any insurance company engaged solely in the business of reinsurance of property and casualty

contracts; or

{ili) any insurance company engaged in the business of surety and marine insurance.

(b) The term does not include monoline mortgage guaranty insurers, financial guaranty insurers,
and title insurers.

{9} "RBC instructions” means the RBC report, including risk-based capital instructions adopted by
the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the
procedures adopted by the NAIC.

{10) "RBC level" means an insurer's authorized control level RBC, company action level RBC,
mandatory control level RBC, or regulatory action level RBC, where:

{a) "authorized control level RBC" means the number determined under the risk-based capital
formula in accordance with the RBC instructions;

{b) "company action level RBC" means, with respect to any insurer, the product of 2 and its
authorized control level RBC;

{¢) "mandatory control leve!l RBC" means the product of 0.70 and the authorized control level RBC;
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and

(d) “regulatory action level RBC" means the product of 1.5 and its authorized control level RBC.

{11} "RBC plan" means a comprehensive financiai plan containing the eiements specified in
33-2-1904(2). if the commissioner rejects the RBC plan and it is revised by the insurer, with or without the
commissioner's recommendation, the plan must be called a revised RBC plan.

{12) "RBC report" means the report required in 33-2-1903.

{13) "Total adjusted capital” means the sum of:

{a) an insurer’s statutory capital and surplus; and

(b) other items, if any, as the RBC instructions may provide."

Section 12. Section 33-3-303, MCA, is amended to read:

"33-3-303. Meetings of stockholders or members. (1) Meetings of stockholders or members of
a domestic insurer shalt must be held in the city or town of its principal office or place of business in this
state.

(2) Ne A meeting of stockholders or members shall may not amend the insurer’s articles of
incorparatian unless the proposat se to amend was included in the notice of the meeting.

(3] Except with the commissioner’s consent, each Eash-insurer shall, during the first 6 months of

each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or
occurring in the board of directors, must receive and shall consider reports of the insurer’s officers as to
its affairs, and shall transact sueh other business as-may properly ba brought before it. Not less than 20
days’ notice ghaH must be given of sueh the meeting in the manner provided in the bylaws, except whers
when notice of the annual meeting of a mutual insurer is contained in its policies.

(4) Special meetings of the stockholders or members may be called at any time for any purpose

by the board of directors upon not less than 10 days’ notice, with notice given as provided in the bylaws.

The notice shall must state the purpose of the meeting, and /e business for which notice was not given

may not &hal be transacted at the meeting ef-whichretice-was-pot-so-given.

(6} If more than 15 months are allowed to elapse without an annual stockholders’ or members’

meeting being held, any stockholder or member may call sueh-a for_an annual meeting to be held. At any
time, upon written request of any director or of any stockholders or members holding in the aggregate

one-fifth of the voting power of all stockholders or members, it shal-be is the duty of the secretary to call
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a special meeting of stockholders or members to be held at eush the time as that the secretary may fix, not
fess than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue sueh a call,
the director, stockholders, or members making the request may do so.

(6) A stockhoiders’ or members’ meeting duly held saa may be organized for the transaction of
business whenever a quorum is present. Except as otherwise provided by law or the articles of
incorporation:

{(al the presence, in person or by proxy, of the holders of a majority of the voting power of all
stockholders or of all members shaH-6enstitute constitutes a quorum;

{b) the stockholders or members present at a duly organized meeting €af may continue to do
business until adjournment, notwithstanding the withdrawal of encugh stockholders or members to [eave
less than a quorum;

{c) if any necessary officer fails to attend sueh a meeting, any stockholder or member present may
be elected to act tempararily in lieu of ary—sueh the absent officer;

{d) if a meeting cannot be ergarized held because a quorum has-retattended is not present, those
present may adjourn the meeting to s46h a time as that they may determine, but in the case of any meeting
called for the election of any director, the adjournment must be to the next day and those who attend the
second ofsuch-adiourrod-meetings meeting, although less than a quorum as fixed in this section or in the
articles of incorporation, shall-reverthelees constitute a quorum for the purpose of electing any director;
and

(e} an annual or special meeting of stockholders or members may be adjourned tc another date

without new notice being given.,”

Section 13. Section 33-3-307, MCA, is amended to read:
"33-3-307. Bond of officers. {1} The president, secretary, and treasurer of ewery gach mutual
insurer or stock insurer shail each file with the commissioner and thereafter maintain in force so long as ke

that individual is sueh an officer a fidelity bond in the-sum-ef$30-000 an amount set by the commissioner

by rule and issued by an authorized corporate surety in favor of the insurer. The gcommissioner shall

consider the insurer’'s exposure, total assets, and total income in determining the bond amount. In lieu of

individual bonds, al-sdsh officers may be covered under a blanket bond for the same respective amounts;,

and-which The blanket bond shatlikewise must be filed with the commissioner.

" Legisiative

* Services -11 - HB 131
“ Djvision



55th Legislature HBO131.05

(2) The premium for the bond shaHt must be payable by the insurer.

(3) Ne-sush A bond shall is not be subject to cancellation except upon written notice to both the
insurer and the commissioner, delivered not less than 30 days in advance of the effective date of sueh the
cancellation.

{4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in
any way responsible for the handling of the funds of the insurer.

(6) This section shall may not be deermed considered to limit the amount of baonded protection

whish that the insurer may carry as to any officer.”

Section 14, Section 33-4-202, MCA, is amended to read:

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

{a) a declaration of their intention to form the corporation signed by at least 100 incorporators if
a proposed state mutual insurer or by at least 25 incorporators if a proposed county mutual insurer; and

(b} four copies of proposed articles of incorporation executed intriphcate by three or more of the
incorporators. 4

ef-conveyanco-gfreal-property The signatures of the incorporators must be notarized.

{2} The articles of incorporation must state:

{a) the name of the corporation. if a state mutual insurer, the words "farm mutual” must be a part
of the name; if a county mutual insurer, the name must contain the words "farm mutual” or "rural mutual”
together with the name of the county in which its principal place of business is to be located. The name
may not be so similar to one already used by a carporation in this state as to be misleading.

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

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

(d} the objects and purpcses for which the corporation is formed;

(e} whether i the insurer intends to transact business on the cash premium plan or the assessment

plan;
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{f) the duration of #s the corporation’s existence, which may be perpetual;

{g) the number of its directors, which may naot be less than 5 or more than 11, and the names and
addresses of the members of the initial board of directors appointed to manage the affairs of the corporation
until the first annual meeting of the members and at_which time successors are elected and qualified;

th) other provisions, not inconsistent with law, considered appropriate by the incorporators;

(i) the names, residences, and addresses of the incorporators and the value of their property to be
insured in the county or counties where the operations of the corporation are to be casried-on transacted.,

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

with the state treasurer to the credit of the general fund."”

Section 15, Section 33-4-203, MCA, is amended to read:

"33-4-203. Approval of articles -- commencement of corporate existence. (1} If the 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 6f America or of this state, the commissioner
shall make a certificate of the facts.

(2) W the commissioner considers the name of the proposed corporation to be so similar to one
aiready appropriated by another company or corporation as to be likely to mislead the public, the
commissioner shali 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 commissioner, the
commissioner shall endorse the commissioners approval upon each set of the articles and forward th+se
four 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 iq 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 [egal existence upon the approval of the articles by the commissioner and
completion of the filings referred to in subsection (3), but it may not transact business as an insurer until

it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505."
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Section 16. Section 33-4-204, MCA, is amended to read:

"33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its
members present at any annual meeting or at any special meeting ef—+nembe+ss called for that purpose,
amend its articles of incorporation to extend its corporate duration or i any other particular within the
scope of this chapter by causing amended articles to be filed in the same form and manner as required for

original articles of incorporation. The commissioner shall review the amended articles for compliance with

this title. The amended articles of incorporation shat may be signed only by the president and secretary of
the corporation and attested by the corporate seal. Notice of the proposed amendment shall must be

contained in the notice g-wen of any-such the annual or special meeting.”

Section 17. Section 33-4-313, MCA, is amended to read:
"33-4-313. Annual statement ——repert—tiling, {14+ The president and secretary of svery each
insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal tharoto

1o, and file with the commissioner, on forms as prescribed and furnished by ki the commissioner, an

annual statement for the preceding calendar year showing the condition of eush the insurer as of December
31 of sush the preceding year and exhibiting the following facts:

ta¥{1} the names of the president and secretary;

b}{(2) the date of the annual meeting;

{6}(3) the amount of insurance in force;

{d}{4) the number of members;

t8}(b) the number of assessments made during the year;

#(8) the amount paid in losses during tha year;

tg+{7) the amount of the losses claimed and not paid, with the reason for nonpayment;

#{8) the number of members withdrawn, suspended, and expelled during the year;

{3) the number of new members admitted during the year;

H(10] the expenses during the year;

H3H11) the amount of money on hand;

#{12) the amount and character of the insurer’s assets:

13} the amount of the insurer’s liabilities, inctuding any reserves required to be established

under this chapter; and
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tm{14) sueh other information concerning the insurer’s affairs as that the commissioner may

reasonably require,

Section 18. Section 33-4-314, MCA, is amended to read:

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. (1) Ne A report,
statement, or return of any nature shal may not be required of any farm mutual insurer other than those
required by 33-4-313.

(2) The commissioner may:

(a} suspend or revoke the certificate of authority of any insurer. failing to file its annual statement
as required;_or

{b} impose a fine of up to $100 a day for each day that an insurer is {ate in filing its annual

statement, with the aggregate penalty not to exceed $1,000."

Section 19. Section 33-5-402, MCA, is amended to read:

"33-5-402. Contributions to insurer. The attorney or other parties may advance 1o a domestic
reciprocal insurer upon reasonable terms sdeh funds as that it may require from time to time in its
operations. Sums se advanced shall may not be treated as a liability of the insurer. ard-—exeept Except upon
liquidation of the insurer, s

surplus-in-excass-ohits—minimum-roguired-surphes during any calendar year, the total of withdrawals and

repayments of the advanced sums may not exceed the lesser of the insured’s realized earned surplus or

10% of the sums advanced as of the previous December 31. Ne-swseh A withdrawal or repayment shall may

not he made without the advance approval of the commissioner. This section does not apply to bank loans

or to loans for which security is given.”

Section 20. Section 33-10-202, MCA, is amended to read:
"33-10-202. Definitions. As used in this part, the following definitions apply:

{1) "Account” means any of the three accounts created under 33-10-203.
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(2} "Association" means the Montana life and health insurance guaranty association created under
33-10-203.
{3) "Contractual obligation” means any obligation under covered policies.

{4) "Covered policy" means any policy or contract within the scope of this part under subsastions

33-10-201(4} through (6} 6-33-3-6-261.

{5} "Impaired insurer” means:

{a) an insurer which-afterduby 11974, that becomes insolvent and is placed under a final order
of liquidation, rehabilitation, or supervision by aAcourt of competent jurisdiction; or

{b) aninsurer considered by the commissioner afterJduby1--3874; to be unable or potentially l;nable
to fulfill its contractual obligations.

(6) (a) "Member insurer" means any insurer that is licensed or that holds a certificate of authority
to transact any kind of insurance in this state for which coverage is provided under 33-2-20% 33-10-201
and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended,
revoked. not renewed, or voluntarily withdrawn.

{b) The term does not include:

{i} a heaith service corporation;

{ii} a health maintenance organization;

{iii} a fraternal benefit society;

{iv) @ mandatary state pooling plan;

{v) a mutual assessment company or anv_entitv that opérates on an assessment basis;

{vi) an insurance exchange; or

{vii) an entity similar to any of the entities listed in subsections (6)(b){i) through (8)(b}(vi}.

{7} "Person" means any individual, corporation, partnership, association, or voluntary organization.

(8) f{a) "Premiums” means direct gross insurance premiums and annuity considerations written on
covered policies, less return premiums and considerations on premiums and dividends paid or credited to
policyhoiders on the direct business.

(b} “Premiumsdeo The term does not include premiums and considerations on contracts between

insurers and reinsurers.

{cl As used in 33-10-227, “premigms~ premiums are those for the calendar year preceding the

determination of impairment.
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{9) "Resident” means any person whao resides in this state at the time that the impairment is
determined and to whom contractual obligations are owed.

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

individual by the insurer under the contract or certificate.”

SECTION 21. SECTION 33-15-1105, MCA, IS AMENDED TO READ:

"33-15-1105. Nonrenewal -- renewal premium. (1} {a) An insured has a right to reasonable notice
of nonrenewal. Unless otherwise provided by statute or unless a longer term is provided in the policy, at
least 30 days prior to the expiration date provided in the policy, an insurer who does not intend to renew
a policy beyond the agreed expiration date shall mail or deliver to the insured a notice of such intention.
The insurer shall also mail or deliver a copy to the insured’s insurance producer,

{b} Notification or nonrenewal to the insured’s insurance producer via electronic transfer of data

or by electronic data retrieval device meets the requirement of a mailed or delivered copy.

{2) An insurer shall give notice of premium due not more than 60 days or less than 10 days before
the due date of a renewal premium. The notice must clearly state the effect of nonpayment of the premium
on or before the due date.

{3) Subsections {1} and {2) do not apply if:

{a) the insured has obtained insurance elsewhere, has accepted replacement coverage, or has
requested or agreed to nonrenewal; or

(b} the policy is expressly designated as nonrenewable.”

Section 22. Section 33-15-1106, MCA, is amended to read:
"33-15-1106. Renewal with altered terms. {1} If an insurer offers or purports to renew a policy
but on less favarable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan

take effect on the policy renewal date only if the insurer has mailed or delivered notice of the new terms,

rate, or rating plan to the insured at least 30 days before the expiration date. H-the-irsured-hashetbeen
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{2) This section does not apply if the increase in the rate or the rating plan, or both, results fram

a classification change based on the attered nature or extent of the risk insured against.”

Section 23. Section 33-16-1027, MCA, is amended to read:

“33-16-1027. Rate filing review. (1) The commissioner shail review each insurance filing to ensure
compliance with the following guidelines: A

{a) The effective date of each workers’ compensation insurer or advisory organization filing must
be the date specified in the filing. The effective date of the filing may not be earfier than 30 days after the
date on which the filing is received by the commissioner or the date of receipt of the information furnished
in support of the filing, if the supporting information is required by the commissioner.

{b) Upon written application of the insurer or advisory organization, the commissioner may
authorize a filing that becomes etfective before the expiration of the period described in subsection (1){a).

{c) A filing is considered to have met the requirements of this part uniess disapproved by the
commissioner within the period described in subsection (1)(a) or any extension of the period.

(2} Whenever a filing is not accompanied by the information required under this section, the
commissioner shall inform the filer of the deficiency within 48 30 days of the initial filing. The filing is
considered made when the required information is furnished or when the filer certifies to the commissioner

that the additional information requested by the commissioner is not maintained or cannot be provided.”

Section 24. Section 33-17-102, MCA, is amended to read:

"33-17-102. Definitions. As used in this title, the following definitions apply:

(1) "Adjuster” means a person who, on behalf of the insurer, for compensation as an independent
contractar or as the employee of an independent contractor or for fee or commission investigates and
negotiates setttement of claims arising under insurance contracts or otherwise acts on behalf of the insurer.
The term does not include a:

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

{b) salaried employee of an insurer or of a managing general agent;
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{c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies
issued by the insurer; or

(d) licensed third-party administrator who adjusts or assists in adjustment of iosses arising under
policies issued by the insurer. 7

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

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

(b} The term does not mean:

(i) an employer on behaif of its employees or on behalf of the employees of one or rﬁore
subsidiaries of affiliated corporations of the employer;

{ii) @ union on behaif of its members;

(i) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a
policy lawfully issued and delivered by it in and pursuant to the {aws of a state in which the insurer is
authorized to transact insurance; ar

(B} a heaith service corporation as defined in 33-30-101;

{ivl a life, disability, property, or casualty insurance producer who is licensed in this state and
whose activities are limited exclusively to the sale of insurance;

(vl a creditor on behalf of its debtors with respect to insurance covering a debt between the
creditor and its debtors;

(vi} a trust established in conformity with 29 U.S.C. 186 or the trustees, agents, and employees
of the trust;

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

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

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

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

{xi) a person who adjusts or settles claims in the normal course of the person’s practice or
employment as an attorney and who does not collect charges or premiums in connection with life or
disability insurance or annuitiess;_or

{xii) a person appointed as a managing general agent in this state whose activities are limited

exclusively to those described in 33-2-1501{10) and Title 33, chapter 2, part 16.

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

{5) "Caonsultant” means a person who for a fee examines, appraises, reviews, or evaluates an
insurance paolicy, annuity, or pension contract, plan, or program or who makes recommendations or gives
advice on an insurance policy, annuity, or pension contract, plan, or program.

(6) "Ceonsultant license" means a document issued by the commissioner that authorizes a person
to act as an insurance consultant.

{7} "Controlled business” means insurance procured or to be procured by or through a persen upon
the life, person, property, or risks of the person or the person’s spouse, employer, or business.

(8) "Individual” means a private or natural person, as distinguished from a partnership, corporation,
or association.

(9) "Insurance producer”, except as provided in 33-17-103;

{al means:

(i} a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds:

{A) policies of insurance for risks residing, located, or to be performed in this state; or

(B) membership contracts as defined in 33-30-101%;

(i) a managing general agent. For purposes of this chapter, the term "managing general agent" has
the same meaning as set forth in 33-2-1501.

{b) does not mean a customer servicé representative. For purposes of this definition, a "customer
service representative” means a salaried employee of an insurance producer who assists and is responsibie
te 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
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create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding
agreement.
(11} "Person” means an individual, partnership, corporation, association, or other legal entity.

{12) "Public adjuster” means an adjuster employed by and representing the interests of the insured."

Section 25. Section 33-17-212, MCA, is amended to read:

“33-17-212. Examination required -- ex-ceptions -- fees. (1) Except as provided in subsection (7),
an individual applying for a license shall pass a written examination. The examination must test the
knowiedge of the individual concerning each kind of insurance listed in subsection (6) for which application
is made, the duties and responsibilities of an insurance producer, and the insurance taws and rules of this
state. The examination must be developed and conducted under rules adopted by the commissioner.

{2) The commissioner may conduct the examination or make arrangements, including contracting
with an outside testing service, for administering the examination and collecting the fees required by
33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination
from the applicant.

(3) Each individual applying for an examination shall remit the fees required by 33-2-708.

{4} An individual who fails to appear for the examination as scheduled or fails to pass the
examination may reapply for an examination and shall remit all required fees and forms before being
rescheduled for another examination.

(5) If the applicantis a partnership or corporation, each individual who is to be named in the license
as having authority to act for the applicant in its insurance transactions under the license shall take the
examination.

{6) Examination of an applicant for a license must cover all bf the kinds of insurance for which the
applicant has applied to be licensed, as constituted by any one or more of the following classifications:

{a) life insurance;

{b} disability insurance;

{c) property insurance. For the purposes of this provision, property insurance includes marine
insurance.

(d} casualty insurance;

(e} surety insurance;
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{f) credit life and disability insurance;

{g) title insurance.

{7} This section does not apply to and an examination is not required of:

(a) an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to
be transacted as of or immediately prior to January 1, 1961, and thereattersontinuing who continues 1o
be licensed;

b} an applicant for a license covering the same kind or kinds of insurance as to which the applicant
was licensed in this state, other than under a temporary license, within the 12 months immediately
preceding the date of application unless the commissioner has suspended, revoked, or refused to continue
the previous license, except that this subsection {(7){b) does not a‘pply to a title insurance producer, as
defined in 33-25-105;

(c) an applicant for a license as a nonresident insurance producer;

{d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides
certification from an appropriate governmental agency to the commissioner that ke the agglicant_ is qualified
to sell the insurance;

(e) transportation ticket agents of common carriers applying for a license to solicit and sell only:

{i} accident insurance ticket policies; or

(i) insurance of personal effects while being carried as baggage on a common carrier, as incidental
to their duties as transportation ticket agents;

(f} an association applying for a license under 33-17-211;

{g) a mechanical breakdown insurance producer;

(h) & service contract insurance producer; or

i) an individual who, within 60 days of cancellation of a license issued by the state of the
individual’s residence, files with the commissioner a current letter of clearance certifying that the individual
has passed an examination and held an insurance license in good standing in the individual's state of
licensure, except that the individual shall take an examination pertaining to this state’s law and each kind

of insurance for which the individual has applied for a license and whigh that is not covered under the

license held in the other state.”

Section 26. Section 33-17-301, MCA, is amended to read:

| Legislative

N Services - B}
Seices 22 HB 131



55th Legislature HBO131.05

—

[ o B e e R = ) - T S T

—

1

13
14
15
16

18
19
20
21
22
23
24
25
26
27
28
29
30

"33-17-301. Adijuster license -- qualifications -- catastrophe adjustments -- public adjuster. {1} A
person may not #-this-state act as or hold himseH the person out to be an adjuster in_this state unless
licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner
according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the
adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee
provided in 33-2-708.

(2) To be licensed as an adjuster, the applicant:

{a} must be an individual 18 years of age or more;

(b) must be a resident of Montana or resident of another state that will permit residents of Montana
regularly to act as adjusters in the other state;

{c) must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law
school or have had experience or special education or training as to the handling of loss claims under
insurance contracts of sufficient duration and extent reasonably to make him the applicant competent to
fulfill the responsibilities of an adjuster;

(d} must be trustworthy and of good character and reputation; and

{e) shal must have and shail maintain in this state an office accessible to the public and shall keep

in the office for not less than b vears the usual and customary records pertaining to transactions under the

license. This provision does not prohibit maintenance of the office in the home of the licensee.

{3} A partnership or corporation, whether or not organized under the laws of this state, may be
ficensed as an adjuster if each individual who is to exercise the adjuster license powers is separately
licensed or is named in the partnership or corporation adjuster license and is qualified for an individual
adjuster license. An additional full license fee must be paid for each individual in excess of one named in
the partnership or corporation adjuster license to exercise its powers.

{4} An adjuster license or qualifications are not required for an adjuster who is sent into this state
by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or
making adjustments of a particuiar loss under an insurance policy or for the adjustment of a series of losses
resulting from a catastrophe common to all losses.

(5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The
license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708,
accompanied by a written request for renewal.
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{6) The commissioner may adopt rules providing for the examination, licensure, banding, and

regulation of public adjusters.”

Section 27. Section 33-17-1203, MCA, is amended to read:

"33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under
subsection {4):

{a) a person licensed to act as an insurance producer for property, casualty, surety, or title
insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10
credit hours of approved continuing education;

{b) a person licensed to act as an insurance producer for life orldisability insurance or as a
consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved
continuing education;

(c} a person helding multiple licenses shall, during each calendar year, complete at least 15 credit
hours of approved continuing education;

(d} a person licensed to act as an insurance producer anly for credit life and disability insurance
shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of
insurance law, ethics, or credit life and disability insurance;

(e} a person licensed as an insurance producer or consultant shall, during each biennium, complete
at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and
administrative rules.

(2) If a person licensed as an insurance pro'ducer or consultant completes more credit hours of
approved continuing education in a year than the minimum required in subsection {1), the excess credit
hours may be carried forward and applied to the continuing education requirements of the next year.

(3] The commissioner may, for good cause shewn, grant an extension of time, not to exceed 1
year, during which the requirements imposed by subsection {1} may be completed.

{4} The minimum continuing education requirements do not apply to:

(a} aperson licensed to sell any kind of insurance for which an examination is not required under
33-17-212(7){d) through +#Hg} (7)(h);

(b} a person holding a temporary license issued under 33-17-216;

{c) anonresident licensee who must meet continuing education requirements in the licensee's state
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{d} a newly licensed insurance producer or consultant during the calendar year in which the
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licensee first received a license; or

o,

{e} an insurance producer or consultant otherwise exempted by the commissioner.”
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Section 28. Section 33-20-101, MCA, is amended to read:

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

{2} Sections 33-20-114 and 33-20-131 also apply to group life insurance and group annuities.”

Section 29. Section 33-22-107, MCA, is amended to read;

"33-22-107. Premium increase restriction -- exception. (1) An insurer or_a healith service

corporation that issues a policy, certificate, or membership contract covering a resident of this state may

not increase a premium in an individual’s or an individual-greup’s individual’s group disability insurance

policy more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-manth period would;

(a} place the insurer in violation of the laws of this state; or

{(b) cause the financial impairment of the insurer to the extent that further transaction of insurance
by the insurer injures or is hazardous to its policyholders or to the public.

{2) Subsection (1} does not apply to a premium increase necessitated by a state or federal law,

court decision, or rule adopted by an agency of competent jurisdiction of the state or federal government.”

| Legislative

\Services .28 - HB 131
“ ijswn



5b5th Legislature HBO131.05

w

[ @2 TR & ) B <1

11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

Section 30. Section 33-22-508, MCA, is amended to read:

"33-22-508. Conversion on termination of eligibility. (1) A group disability insurance policy or
certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a
provision that if the insurance or any portion of it on a person or the person‘s dependents or family
members covered under the policy ceases because of termination of the person’s emplaoyment or of the
person’s membership in the class or classes eligible for coverage under the policy or as a result of a
person’s employer discontinuing the employer’s business or as aresult of aperson’s employer discontinuing
the group disability insurance policy and net providing for any other group disability insurance or plan and
if the person had been insured tfor a period of 3 months and the person is not insured under another major
medical disability insurance palicy or plan, the person is entitled tc have issued to the person by the insurer,
without evidence of insurability, group coverage or an individual policy or, in the absence of an individual
policy issued by the insurer, a group policy issued by the insurer, of hospital ar medical service insurance
on the person or the person’s dependents or family members if application for the individual policy is made
and the first premium tendered to the insurer within 31 days after the termination of group coverage,

{2} The individual policy or group policy, at the option of the insured, may be on any form then
customarily issued by the insurer to individual or group policyholders, with the exception of a policy the
eligibitity for which is determined by affiliation other than by employment with a common entity. in addition,
the insurer shall make available a conversion policy as required by subsection (4],

{3} The premium on the individual policy or group policy must be at no more than 200% of the
insurer’s then customary rate applicable to the coverage of the individual or group policy. The customary
rate is that rate that is normally issued for medically underwritten policies without discount for healthy
lifestyles.

{4) The insurer shall also make available ar—neividual a conversion policy, certificate, or

membership contract that provides at least the level of benefits provided by the insurer’s lowest cost basic

health benefit plan, as defined in 33-22-1803. If the insurer is not a small employer carrier under part 18,

the insurer shall make available ap-individual a conversion policy, certificate, or membership contract that

provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of

the highest rate charged for that plan.”

Section 317. Section 33-22-903, MCA, is amended to read:
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"33-22-903. Definitions. As used in this part, the following definitions apply:

(1) "Applicant” means:

(a} in the case of an individual medicare supplement policy, the person who seeks to contract for
insurance benefits; and

(b} in the case of a group medicare supplement policy, the proposed certificate holder.

(2) “"Certificate" means a certificate delivered or issued for delivery in this state under a group
medicare supplement policy.

(3) "Certificate form" means the form on which the certificate is delivered or issued for delivery
by the issuer.

(4) "Entity” means an insurer as defined in 33-1-201, a health service corporation as defined in
33-30-101, and a health maintenance organization as defined in 33-31-102.

{5) "Health care expenses":

{a) means expenses of a health maintenance organization associated with the delivery of health
care services that are analogous to incurred losses of an insurer;

{b) does not include home office and overhead costs, advertising costs, commissions and other
acquisition costs, taxes, capital costs, administrative costs, or claims processing costs.

(6) "lIssuer” includes insurance companies, fraternai benefit societies, health care service plans,
health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare
supplement policies or certificates.

{7) "Medicare” means Health Insurance for the Aged, Title XVIll of the Social Security Amendments
of 1965, as then constituted or later amended.

{8) "Maedicare supplement policy” means a group or individual policy of disability insurance or a
subscriber contract of a heaith service corporation, other than a policy issued pursuant to a contract under

4248633960 1386mm 42 U.5.C. 1395ss(g}(t), or a policy issued under a demonstration praject

authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or
designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical
expenses of persons eligible for medicare. The term does not include:

(a) apolicy or contract of one or more employers or labor organizations or of the trustees of a fund
established by one or more employers or labor organizations, ar a combination of employers, organizations,

and trustees, for employeas or former employees, or a combination of current and former employees, or
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for members or former members, ar a combination of current and former members, of the !ahor
organizations; or

{b) individual policies or contracts issued pursuant to a conversion privilege under a policy or
contract of group or individual insurance when the group or individual policy or contract includes provisions
that are inconsistent with the requirements of this part or policies issued to employees or members as
additions to franchise plans in existence on April 8, 1981,

(9} "Policy form" means the form on which the policy is delivered or issued for delivery by the

issuer.”

Section 32. Section 33-22-907, MCA, is amended to read:

"33-22-907. Disclosure standards -- informational brochure -- rules, (1) In order to provide for full
and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement
policy may not be delivered or issued for delivery in this state and a certificate may not be delivered
pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an
outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage
must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in
advance of the date that the outline of coverage is delivered to any resident of this state,

(2} (a) The commissioner shall prescribe the format and content of the outline of coverage required
by subsection {1).

(b} For purposes of this section, "format" means style, arrangements, and overall appearance,
including such items as the size, color, and prominence of type and the arrangement of text and captions.

(¢} The outline of coverage must include:

(i) a description of the principal benefits and coverage provided in the policy or certificate;

(i) a statement of the exceptions, reductions, and limitations contained in the policy or certificate;

(iii) a statement of the renewal provisions, including any reservation by the issuer of a right to
change premiums and disclosure of the existence of any automatic renewal premium increases based on
the policyholder’s or certificate holder’s age;

(iv) a statement that the outline of coverage is a summary of the policy or certificate issued or
applied for and that the policy or certificate should be consulted to determine governing contractual

provisions.
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{3} The commissioner may prescribe by rule a standard form and the contents of an informational
brochure for persons eligible for medicare, which is intended to improve the buyer’s ability to select the
most appropriate coverage and to improve the buyer’s understanding of medicare. Except in the case of
direct response insurance policies, the commissioner may require by rule that the information brochure be
provided to any prospective insureds eligible for medicare at the same time that the outline of coverage is
delivered. With respect to direct response insurance policies, the commissioner may require by rule that the
prescribed brochure be provided upon request, but not later than the time of policy delivery, to any
prospective insureds eligible for medicare.

{4) The commissioner may adopt reasonable rules for captions or notice requirements, determined
to be in the public interest and designed to inform prospective insureds that particular insurance coverages
are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons
eligible for medicare, other than:

{a) medicare supplement policies or certificates; or

(b} disability income policies;

{5) The commissioner may further adopt reasonable rules to govern the fuil and fair disclosure of
the information in connection with the replacement of accident and sickness policies or certificates by
persons eligible for medicare.

(6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare
benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state
shail notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule,

of the changes that it has made to the medicare supplement policy or certificate."”

Section 33. Section 33-22-910, MCA, is amended to read:
"33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or
certificates in this state shall provide to the commissioner for the commissioner’s review-g¢ approval a copy -

of any medicare supplement advertising intended for use in this state, whether through written, radio, or

television medium.”
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Section 34. Section 33-22-1803, MCA, is amended to read:

"33-22-1803. Definitions. As used in this part, the following definitions apply:

(1) "Actuarial certification” means a written statement by a member of the American academy ot
actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance
with the provisions of 33-22-1809, based upon the person’s examination, including a review of the
appropriate records and of the actuarial assumptions and methods used by the small employer carrier in
establishing premium rates for applicable heaitn benefit plans.

(2) "Affiliate” or "affiliated” means any entity or person who directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under cecrmmon control with a specified entity or person.

{3) "Assessable carrier” means all carriers of disability insurance, inciuding excess of loss and stop
loss disability insurance.

(4] "Base premium rate" means, for each class of business as to a rating period, the lowest
premium rate charged or that could have been charged under the rating system for that class of business
by the small employer carrier to small employers with similar case characteristics for health benefit plans
with the same or similar coverage.

(5) "Basic health benefit ptan” means a health benefit plan, except a uniform health benefit plan,
developed by a small employer carrier, that has a lower benefit value than the small employer carrier’s
standard benefit ptan and that provides the benefits required by 33-22-1827.

{6) "Benefit equivalency” means a method developed by the small employer carrier for comparing
the types of health care services and articles covered under a health benefit plan with the types of health
care services required to be covered under a uniform, basic, or standard health benefit plan.

(7) "Benefit value™ means an actuarially based method developed by the small employer carrier for
comparing the value of determinable contingencies covered under a health benefit plan with the value of
determinable contingencies required under a uniform, basic, or standard health benefit plan.

(B) "Board" means the board of directors of the program established pursuant to 33-22-1818.

(9) "Carrier" means any persen who provides a health benefit plan in this state subject to state
insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit
society, a health service corporation, and a health maintenance organization. For purposes of this part,
companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated

as one carrier, except that the following may be considered as separate carriers:
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{a) aninsurance company or health service corporation that is an affiliate of a health maintenance
organization located in this state;

(b) a health maintenance organization located in this state that is an affiliate of an insurance
company or health service corporation; or

{c) a health maintenance organization that operates only one health maintenance organization in
an established geographic service area of this state.

{10) "Case characteristics” means demagraphic or other objective characteristics of a small
employer that are considered by the small employer carrier in the determination of premium rates for the
small employer, provided that gender, claims experience, health status, and duration of coverage are not
case characteristics for purposes of this part.

(11) "Class of business" means all or a separate grouping of small employers estabhlished pursuant
to 33-22-1808.

(12) "Dependent” means:

(a) a spouse or an unmarried child under 19 years of age;

(b} an unmarried child, under 23 years of age, who is a full-time student and who is financially
dependsnt on the insured;

(c) & child of any age who is disabled and dependent upon the parent as provided in 33-22-506
and 33-30-1003; or

{d) any other individual defined as a dependent in the health benefit plan covering the employse.

(13} "Eligibte employee” means an employee who works con a full-time basis with a normal
workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include
an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long
as this eligibility criteria is applied uniformly among all of the employer’'s employees. The term includes a
sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or
independent contractor is included as an employee under a health benefit plan of a small empioyer. The
term does net include an employee who works on a part-time, temporary, or substitute basis.

{14) "Established geographic service area" means a geographic area, as approved by the
commissioner and based on the carrier’'s certificate of authority to transact insurance in this state, within
which the carrier is authorized to provide coverége.

{15) "Health benefit plan” means any hospital or medical policy or certificate providing for physicai
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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. Heaith benefit plan does
not include:

{a} accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care,

or disability income insurance or_any other limited benefit pian;

{b) coverage issued as a supplement to liabiiity insurance, workers’ compensation insurance, or
similar insurance; or

(c) automobiie medical payment insurance.

(16} "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.

{17} "Late enrollee” means an eligible employee or dependent who requests enrollment in a health
benefit pian of a small employer following the initial enroliment periad during which the individual was
entitled to enroil 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 considerad a late
enrollee if:

{a)l the individual requests enrollment within 30 days after termination of the qualifying previous
coverage and:

(i) the individual was covered under qualifying previous coverage at the time of the initial
enroliment; or

(i} the individual lost coverage under qualifying previous coverage as a resuit of termination of
employment or eligibility, the involuntary termination of the gualifying prévious coverage, the death of a
spouse, or divorce;

{b) the individual is employed by an emplayer 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
a ccvered employee’s health benefit plan and a request for enrgliment is made within 30 days after iss;uance
of the court arder.

(18} "New business premium rate” means, for each class of business for a rating period. the lowest

premium rate charged or offered ar that could have been charged or offered by the smait employer carrier
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to small employers with similar case characteristics for newly issued health benefit plans with the same or
similar coverage.

{19} "Plan of operation” means the operation of the program established pursuant to 33-22-1818.

(20} "Premium” means all money paid by a small empioyer and eligible employees as a condition
of receiving coverage from a small employer carrier, including any fees or other contributions associated
with the health benefit plan.

{21) "Program" means the Montana smail employer health reinsurance program created by
33-22-1818.

(22) "Qualifying previous coverage"” means benefits or coverage provided under:

(a} medicare or medicaid;

(b} an employer-based health insurance or health benefit arrangement that provides benefits similar
to or exceeding benefits provided under the minimum basic health benefit plan; or

(c) an individual health insurance palicy, including coverage issued by an insurance company, a
fraternal benefit society, a health service corporation, or a health maintenance organization that provides
benefits simitar to or exceeding the benefits provided under the minimum basic health benefit pian, provided
that the policy has been in effect for a period of at least 1 year.

{23) "Rating period” means the calandar period for which premium rates established by a small
employer carrier are assumed to be in effect.

(24} "Reinsuring carrier” means a small employer carrier participating in the reinsurance program
pursuant to 33-22-1819.

(25) "Restricted network provision” means a provision of a health benefit pian that conditions the
payment of benefits, in whole or in part, on the use of health care providers that have entered into a
contractual arrangement with the carrier pursuant to Title 33, chaptér 22, part 17, or Title 33, chapter 31,
to provide health care services to covered individuals.

{26} "Small employer” means a person, firm, corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working days during the preceding calendar quarter,
employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within
this state or were residents of this state. In determining the number of eligible employees, companies are
considered one employer if they:

{a) are affiliated companies;
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(b} are eligible to file a combined tax return for purposes of state taxation; or

(¢} are members of an association that:

(i) has been in existence for 1 year prior to January 1, 1984;

(i) provides a health benefit plan to employees of its members as a group; and

(i) does not deny coverage to any small employer member of its association or any employee of
i;ts small employer members who applies for coverage as part of a group.

{27} "Small employer carrier” means a carrier that offers health benefit plans that cover eligible
employees of one or more small employers in this state.

{28) "Standard health benefit plan” means a health benefit plan that is developed by a small

employer carrier and that contains the provisions required pursuant to 33-22-1828."

Section 35. Section 33-22-1819, MCA, is amended to read:

"33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1)
Within 180 days after the appeointment of the initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the
fair, reasonable, and equitable administration of the program. The commissioner may, after notice and
hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair,
reasonable, and equitable administration of the program and if the plan of operation provides for the sharing
of program gains or iosses on an equitable and proportionate basis in accordance with the provisions of this
section. The plan of operation is effective upon written appraval by the commissioner.

{2) If the board fails to submit a suitable plan of operation within 180 days after its appointment,
the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The
commissianer shall amend or rescind any temporary plan adepted under this subsection at the time a plan
of operation is submitted by the board and approved by the commissioner.

(3) The plan of operation must:

(a) establish procedures for the handling and accounting of pragram assets and money and for an
annual fiscal reporting to the commissioner;

{b) establish procedures for selecting an administering carrier and setting forth the powers and
duties of the administering carrier;

{c) establish procedures for reinsuring risks in accordance with the provisions of this section;
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{d} establish procedures for collecting assessments from assessable carriers to fund claims incurred
by the program;

(e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to
fund administrative expenses incurred or to be incurred by the program; and

(f) provide for any additional matters necessary for the implementation and administration of the
program.

{4) The program has the general powers and authority granted under the laws of this state to
insurance companies and health maintenance organizations licensed to transact business, except the power
to issue health benefit plans directly to either groups or individuals. In addition, the program may:

{a) enterinto contracts as are necessary or proper to carry out the provisions and purposes of this
part, including the autheority, with the approval of the commissioner, to enter into contracts with similsr
programs of other states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions;

{b) sue or be sued, including taking any iegal actions necessary or proper to recover any premiums
and penalties for, on behalf of, or against the program or any reinsuring carriers;

(c) take any legal action necessary to avaid the payment of improper claims against the program;

(d} define the health benefit plans for which reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements of this part;

(e} establish conditions and procedures for reinsuring risks under the program;

(f) estabiish actuarial functions as appropriate for the operation of the program;

(g} appoint appropriate legal, actuarial, and other committees as necessary to provide technical
assistance in operation of the program, policy and other contract design, and any cther function within the
authority of the program;

(h) to the extent permitted by federal law and in accordance with subsection {8)(c), make annual
assessments against assessable carriers and make interim assessments to fund claims incurred by the
program; and

{i) borrow money to effect the purposes of the program. Any notes or other evidence of
indebtedness of the program not in default are legal investments for carriers and may be carried as admitted

assets.

(b) A reinsuring carrier may reinsure with the program as provided for in this subsection (5):
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(a) With respect to a basic health benefit plan or a standard heaith benefit plan, the program shat!
reinsure the level of coverage provided and, with respect to other plans, the.program shall reinsure up to
the level of coverage provided in a basic or standard health benefit plan.

(b} A small employer carrier may reinsure an entire employer group within 60 days of the
commencement of the group’s co'verage under a health benefit plan.

{c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days
following the commencement cf coverage with the small employer. A newly eligible employee or dependent
of the reinsured small employer may be reinsured within 60 days of the commencement of coverage.

(d) (i) The program may notreimburse a reinsuring carrier with respect to the claims of a reinsured
employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent
of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is
responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program
shall reinsure the remainder. A reinsuring carrier’s liability under this subsection (d}{i) may not exceed a
maximum limit of $25,000 in any calendar year with respect to any reinsured individual.

{iiy The board annually shall adjust the initial level of claims and maximum [imit to be retained by
the carrier to reflect increases in costs and utilization within the standard market for heaith benefit plans
within the state. The adjustment may not be less than the annual change in the medicatl component of the
consumer price index tor all urban consumers of the United States department of labor, bureau of labor
statistics, unless the board proposes and the commissioner approves a lower adjustment factor,

{e} A small employer carrier may terminate reinsurance with the program far one or more of the
reinsured employees or dependents of a small employer on any anniversary of the health benefit ptan.

(f) A small employer group health benefit plan in effect before January 1, 1994, may not be
reinsured by the program until Jargasy——18804—-and-thern—oniy—#f the board determines that sufficient
funding sources are available.

{g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including
utilization review, individual case management, preferred provider provisions, and other managed care
provisions or methods of operation consistently with respect to reinsured and nonreinsured business.

{6) {a) As part of the plan of operation, the board shall establish a methodology for determining
premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this
section. The methodology must inciude a system for classification of small emplayers that reflects the types
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of case characteristics commonly used by smali employer carriers in the state. The methodology must
provide for the development of base reinsurance premium rates that must be multiplied by the factors set
forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the approval of the commissioner, and must be set at
levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the
calendar year. For purposes of this section, expenses include administrative expenses, one-half of the
program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred,
adjusted to reflect retention levels required under this part.

(h) Premiums for the program are as follows:

{il An entire small employer group may be reinsured for a rate that is one and cne-half times the
base reinsurance premium rate for the group established pursuant to this éubsection (B).

(il An eligible employee ar dependent may be reinsured for a rate that is five times the base
reinsurance premium rate for the individual established pursuant to this subsection (6).

{c} The board shall annually review the methodalogy established under subsection (6}{a), including
the system of classification and any rating factors, to ensure that it is actuarially sound and that it
reasonably reflects the claims experience of the program. The board may propose changes t¢ the
methodology that are subject to the approval of the commissioner.

(d) The board may consider adjustments to the premium rates charged by the program to reflect
the use of effective cost containment and managed care arrangements.

(7} If a health benefit plan for a small employer is entirely or partially reinsured with the program,
the premium charged to the small employer for any rating period for the coverage issued must meet the
requirements relating to premium rates set forth in 33-22-1808.

(8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner
the program net loss for the previous calendar year, including administrative expenses and incurred losses
for the year, taking into account investment income and other appropriate gains and losses, and the
actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the
previcus calendar year plus the anticipated net loss for the calendar year must equal the total assessment
amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount
must equal the actuarially anticipated losses for the calendar year.

{b) (i) Each assessable carrier shall share in the program in an amount determined by muitiplying
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the total assessment amount by a fraction, the numerator of which is the number of individuals in this state
covered under disability insurance by the assessable carrier and the denominator of which is the number
of all individuals in this state covered under disability insurance by all assessable carriers.

{il The board shall make a reasonable effort to ensure that each insured individual is counted only
once for the purpose of assessment. The board shall require each assessable carrier that provides excess
of loss or stop lass insurance to include in its count of insured individuals all individuals whose coverage
is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board
shall allow an assessable carrier who is an excess of loss or stop loss insurer to exciude from its count of

insured individuals those who have been counted by a primary disability insurer or by a primary reinsurer.

sommissionor—atraquired-by-33-22-1820. The board may use any reasonabie method of estimating the
number of individuals insured by an assessable carrier if the specific number is unknown,

{c) The board shall make an annual determination in accordance with this section of each
assessahle carrier’s liability for its share of the contribution to the program and, except as otherwise
provided by this section, make an annual assessment against each assessable carrier to the extent of that
liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written
notice of the assessment. An assessable carrier that ceases doing business within the state is liable for
assessments until the end of the calendar year in which the assessable carrier ceased doing business, The
board may determine not to assess an assessable carrier if the assessable carrier’s liability determined in
accordance with this section does not exceed $10.

{d} The board may establish and maintain program reserves not to exceed five times the actuarially
anticipated losses for the calendar year.

{e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum
of the administrative expenses and incurred claims for that year, the board may proportionately credit the
excess to assessable carriers or it may place the excess in program reserves, subject to the limits in
subsection {8)(d).

{9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or
procedures; or any other joint collective action required by this part may not be the basis of any iegal
action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly

or separately.
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{(10) The board, as part of the plan of operation, shall develop standards setting forth the minimum
levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In
establishing the standards, the board shall take into consideration the need to ensure the broad availability
of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need
to provide ongoing service to small employers, the leve!s of compensation currently used in the industry,
and the overall costs of coverage to small empioyers selecting these plans,

{11} The program is exempt from taxation.

{(12) On or before March 1 of each year, the commissioner shall evaluate the operation of the
program and report to the governor and the legislature in writing the results of the evaluation. The report
must include an estimate of future costs of the program, assessments necessary to pay those casts, the
appropriateness of premiums charged by the program, the level of insurance retention under the program,
the cost of coverage of small emptoyers, and any recommendations for change to the plan of operation,

(13} All premiums and other money paid to the small employer carrier reinsurance program and all
property and securities acquired through the use of money and interest and dividends earned on money
belonging to the small employer carrier reinsurance program are solely the property of the program and
must be used exclusively for the operations and obligations of the program. Money collected by the

program is not subject to legistative appropriation.”

Section 36. Section 33-22-1820, MCA, is amended to read:

"33-22-1820. Periodic market evaluation -- report. The beard-shall commissioner may study and

report at least every 3 years to the commissiorar governor or other interested persons on the effectiveriess

of this part. The report must analyze the effectiveness of this part in prometing rate stability, product
availability, and coverage affordability. The report may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report
must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans
to small employers in fulfillment of the purposes of this part. The report may contain recommendations for

market conduct or other regulatory standards or action.”

Section 37. Section 33-22-1828, MCA, is amended to read:
"33-22-1828. Benefits required in standard benefit plan. {1) The minimum benefits must be equal
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to at least 75% of the covered expensés in excess of an annual deductible that does not excesd $500 per
person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per
family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to
a maximum lifetime benefit, but a maximum, if any, may not be less than $1 million.

{2) The commissioner may not require coverage in a standard health benefit plan for any benefit
unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A
small employer carrier may offer coverage for additional services and articles.

(3) A standard health benefit pian provided by a health maintenance organization or a basic heaith
benefit plan with a restricted network provision must provide a comparable level of benefits to those

required by subsection (1), as determined by the berefitequivaleney-ana benefit value.”

Section 38. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -- construction of other related laws. (1) All health service
corporations are subject to the provisions of this chapter. in addition to the provisions contained in this
chapter, other chapters and provisions of this title apply to heaith service corporations as follows:
33-3-308: 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and
Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111;-ard-33-3-701through-33-3-404.

{2} A iaw of this state other than the provisions of this chapter applicable to health service

corporations must be construed in accordance with the fundamental nature of a health service corporation,

and in the event of a conflict the provisions of this chapter prevail."

Section 39. Section 33-30-107, MCA, is amended to read:

“33-30-107. Annual statement. (1) On or before March 1 of each year, each health service
corporation shall file an annual statement for the preceding year on form No. 13 N.A.L.C. with the
commissioner of insurance, This annual statement must be completed in accordance with the national
association of insurance commissioners’ annual statement instructions.

(2) The health service corporation shall file a statement containing any other information concerning
its financial affairs that may be reasonably requested by the commissioner.

{3) (a) Each heaith service corporation shall file electronic diskette versions of its annual and

quarterly financial statements with the national association of insurance commissioners. The filing date for
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submission of the annual statement diskette is March 1. The filing dates for the other three quarterly
statements are as follows:

(i} the first quarter statement is due May 15;

(ii) the second quarter statement is due August 15; and

{iti) the third quarter statement is due November 15.

(b} The commissioner may exempt health service corporations operating only in Montana from
these filing requirementé.

(4) The commissioner may, after notice and hearing, suspend or revoke a heaith maitenance

SERVICE CORPORATION'S erganizatiens license or impose a fine not to exceed $100 a day and not to

exceed $1,000 upon a health mairtonance-organization SERVICE CORPORATION that fails o file an annual

statement as required by this part."

Section 40. 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 heaith
maintenance organization authorized to transact business under this chapter. This provision does not apply
to aninsurer or health service corporation licensed and regulated pursuant to the insurance or health servine
corporation laws of this state except with respect to its health maintenance organizatioin 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 heaith 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 requirements under Title 50, chapter 5, parts 1 ang 3.

{5) The provisions of this section do not exempt a health maintenance organization from the

prahibition of pecuniary interest under 33-3-308 or the material transaction disclosure requirements under

33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the

purposes of 33-3-308 and 33-3-701 through 33-3-704."
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Section 41. Section 33-31-211, MCA, is amended to read:

"33-31-211.  Annual statement -- revocation for failure to file -- penalty for false swearing. (1)
Unless it is operated by an insurer or a health service corporation as a plan, each authorized health
maintenance organization 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. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The
commissioner may in-his-discration waive any verification under cath.

{2) At the time of filing its annual statement, the health maintenance organization shall pay the
commissioner the fee for fiting its statement as prescribed in 33-31-212. The commissioner may refuse to
accept the fee for continuance of the insurer’s certificate of authority, as provided in 33-31-212, may

impose a penalty of $100, or may #-his-discration suspend or revoke the certificate of authority of a health

maintenance organization that fails to file an annual statement when due. Each day that the insurer fails

to file its annual statement constitutes a separate violation. The total penalty may not exceed $1,000.

{3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 pe+ for
each violation upon a director, officer, partner, member, insurance producer, or emplayee of a heaith
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement whish that is false.

(4) The commissioner may require sueh reports as-he that the commissioner considers reasonably

necessary and appropriate to enable him the commissicner to carry out his the commjssioner’s duties under

this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

NEW SECTION. Section 42. Uniform claim forms and procedures. {3} The commissioner of

insurance, after consultation with the health care advisory council, may adopt by rule uniferm health

insurance claim forms and uniform standards and procedures for the use of the farms and processing of

claims, including the submission of claims by means of an electronic claims processing system.
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26 NEW SECTION. Section 43. Loss and loss expense reserves for property and casualty insurance.
27 (1) {a) In determining the financial condition of a property and casualty insurer for the purpose of applying

28 the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss
29 expense reserves at least equal to the amounts required under the provisions of this section must be

30 included in the insurer’s liabilities. The date from which the determination, statement, or report is made
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is, for the purpose of this part, the date of determination.

(b} Accepted actuarial standards as adopted by the actuarial standards board must be taken into
consideration for the purpose of determining the [oss reserves and |loss expense reserves.

(2} Except as provided in subsections (3) and (4}, the reserves for all outstanding fosses and loss
expenses must inciude the following:

{a) the aggregate estimated amounts due or to become due on account of all known losses, claims,
and loss expenses incurred but not paid, including the estimated liability on any notice received by the
insurer of the cccurrence of any event that may result in a loss; and

{b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has
not been received, estimated in accordance with the insurer’s prior experience, if any, or otherwise in

accordance with Montana industry data EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS

STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated

liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10%
of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer’s surety
contracts may not be less than 5% of the net premiums in force.

(3) Except as provided in subsection (4}, tabular reserves for outstanding losses under policies of
waorkers’ compensation insurance may be actuarially calculated for both indemnity and medical payments.
The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are:

{a) calculated using discounts determined with reference to actuarial tables, which incorporate
mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably
determinable payment stream associated with lifetime benefit cases; or

{b) annuities certain, such as those arising from structured settlements.

(4) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any
property and casualty insurer doing business in this state, calculated in accordance with the provisions of
this section, are inadequate or excessive, the commissioner may prescribe any other method that will
produce adequate and reasonable reserves,

{6) The excess, if any, of statutory reserves over statement reserves must be calculated in
accordance with the annual statement instructions adopted by the national association of insurance

commissioners.
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NEW SECT!ON. Section 44. Repealer. Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722,

33-2-723, 33-4-404, 33-4-409, 33-22-1201, 33-22-1202, 33-22-1203, 33-22-1204, and 33-22-1205,

MCA, are repealed.

NEW SECTION. Section 45. Codification instruction. (1) [Section 42 41 43] is intended to he
coditied as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5,

apply to {section 42 43 43].

Bb33}32) [Section 47 46 4B 44] is intended to be codified as an integral part of Title 33, chapter

2, part 5, and the provisions of Title 33, chapter 2, part 5, apply to [section 42 48 45 44].

NEW SECTION. Section 46. Severability. If a part of [this act] is invalid, all vaiid parts that are

severable froni the invalid part remain in effect. if a part of [this act] is invalid in one or more of it
applications, the part remains in effect in all valid applications that are severable from the invaiid

applications.

NEW SECTION. SECTION 47. EFFECTIVE DATES. {1) EXCEPT AS PROVIDED IN SUBSECTION

(2], [THIS ACT] IS EFFECTIVE OCTOBER 1, 1997.

(2) {SECTION 9] AND THIS SECTION ARE EFFECTIVE ON PASSAGE AND APPROVAL.

-END-
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