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HOUSE BILL NO. 131 

INTRODUCED BY SIMON 

BY REQUEST OF THE STATE AUDITOR 

HB0131.01 

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

6 FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDING A STATUTE OF LIMITATIONS FOR 

7 ACTIONS BROUGHT BY THE COMMISSIONER OF INSURANCE; PROVIDING PENAL TIES FOR 

8 MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRING THAT CREDIT LIFE AND DISABILITY 

9 INSURANCE APPLICATIONS BE SIGNED BY THE INSURANCE PRODUCER EFFECTING THE SALE; DEFINING 

10 "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, 33-2-806, 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, 33-18-301, 33-20-101, 33-22-107, 33-22-508, 

14 33-22-903, 33-22-907, 33-22-910, 33-22-1 803, 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 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 attorneys as specified by executive 

27 order of the governor; 

28 (4) consulting actuaries to the public retirement boards.* the state compensation insurance fundL 

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 

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

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

HB0131.01 

5 "33-2-307. Requirements for eligible surplus lines insurers. 11) A surplus lines insurance producer 

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

7 insurer: 

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

9 (b) is qualified under one of the following subsections: 

1 O (i) the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

11 which equals the greater of: 

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

13 (B) $7 million. An insurer possessing less than# $7 million capital and surplus may satisfy the 

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

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

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

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

18 the surplus lines insurer's capital and surplus is less than# $7 million. 

19 (ii) in the case of Lloyd's or another similar group including incorporated and unincorporated alien 

20 insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of 

21 capital and surplus for all policyholders and creditors in the United States of each member of the group. 

22 The incorporated members of the group may not engage in any business other than underwriting as a 

23 member of the group and must be subject to the same level of solvency regulation and control by the 

24 groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms 

2 5 and conditions established in subsection ( 1 )(b)(iv) for alien insurers. 

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

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

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

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

30 less than $1.5 million. If the insurance exchange does not maintain funds for the protection of each 
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1 insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus 

2 requirements of subsection ( 1 )(b)(i). 

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

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

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

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

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

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

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

1 O the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 

11 Insurers Quarterly Listing. 

12 (c) has provided the commissioner a copy of its current annual statement, certified by the insurer 

13 Re not more than 6 months after the close of the period reported upon, or quarterly if considered necessary 

14 by the commissioner, and which is either: 

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

16 insurer; or 

17 (ii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

18 . domicile. 

19 (2) In the case of an insurance exchange, the statement required by subsection (1 )(c) may be an 

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

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

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

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

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

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

26 surplus lines insurers referred to in this subsection. 

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

28 commissioner has reason to believe that it: 

29 (i) is in unsound financial condition; 

30 Iii) is no longer eligible under subsections (1) through (3); 
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1 (iii) has willfully violated the laws of this state; or 

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

3 (b) The commissioner shall promptly mail notice of all declarations to each surplus lines .insurance 

4 producer. 

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

6 (a) "Capital", as used in the financial requirements of this section, means funds invested in for 

7 stocks or other evidences of ownership. 

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

9 liabilities and capital of the insurer for the protection of policyholders." 

10 

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

12 "33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the . 

13 following kinds of insurance when placed by a licensed insurance producer of this state: 

14 ( 1) wet marine BAB tFaAs13ortatioA iAsuFaAees insurance; 

15 (2) insurance on subjects located, residing, or to be performed wholly outside of this state or on 

16 vehicles or aircraft owned and principally garaged outside this state; 

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

18 (4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in 

19 scheduled interstate flight or cargo of the aircraft or against liability, other than workers' compensation and 

20 employers' liability, arising out of the ownership, maintenance, or use of the aircraft." 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 4. Section 33-2-514, MCA, is amended to read: 

"33-2-514. Reserve for disability insurance. ill For all disability insurance policies, the insurer 

shall maintain an active life reserve wi=liei=I si=lall 13laee that places a sound value on its liabilities under StlM 

the policies and that may not be~ less than ti=le FesaFYB aeeerBiA!J ta a1313re13Fiate staAaaFBS set 1eFti=I iA 

FO!JulatieAs issueB ey tf::le eeFAFAissieAeF BAB, iA AB 0Y0At, loss iA ti=le B!J!JFB!jato tRaA the pro rata gross 

unearned premiums for StlM 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 

3 losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium 

4 reserve of not less than an amount computed as follows: 

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

6 insurance contracts ~ must be assigned originally to the reserve. 

7 (b) During eul.h of the 20 years next following the year in which the title insurance contract was 

8 issued, the reserve applicable to the contract~ must be reduced by 5% of the original amount of Sllilfl 

9 the reserve. 

10 (2) The reserve sums Refeift required te ee reserveel by subsection (1) for unearned premiums on 

11 contracts of title insurance ~ must at all times and for al! ourposes be considered and constitute 

12 unearned portions of the original premiums and~ must be held in trust for the benefit of policyholders. 

13 (3) The reduction of the unearned premium reserve required by subsection (1 )(b) ef ti=lis sestieA 

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

15 10% of the risk premiums have been assigned to the reserve pursuant to subsection ( 1 )(a) ef ti=lis seetioA. 

16 IA ti=le eve At ti=lat aA'f title iAs1:1rer i=las Aet iA aeeerelaAee witi=I s1:1eseetioA ( 1) (el of ti=lis seetion roel1:1seel ti=le 

17 aA'1e1:1nt of its un□aFAoel preA'lil:IA'I reser¥e ey !i % ef ti=le aA'101:1At eriginally assigAeEl to ti=le reserve p1:1rs1:1ant 

18 te s1:1eseetioA ( 1) (a) efti=lis seetion fer>;ears oAElin€1 after E)eoeA'leer <11, 1 Q!i8, a A El eefore daAuary 1, 1 977, 

19 ti=le iAsurer si=lall eHeet 51,JeA rea1,JetioA for S1,Jeh prier years El1:1riA9 its aeeo1:1Atin9 year wi=liei=I inel1:1Eles 

20 E)eeeA'leer 31, 1-9-7-6-. If the insurer has not reduced the amount of its unearned premium reserves pursuant 

21 to subsection ( 1 )(bl for a previous year or years, the insurer shall make the reduction for the prior year or 

22 years in its next accounting year." 

23 

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

25 "33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability 

26 plans. (1) In the ca!':e of a plan of life insurance that provides for future premium determination, the 

27 amounts of which are to be determined by the insurer based on then estimates of future experience, or in 

28 the case of a plan of life insurance or annuity that is of Sllilfl a nature that the minimum reserves cannot 

29 be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under 

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

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

3 as eloteFR=iiAoel ev n,ilos 13FoFA1:1lgatoel ey tho ooFAFAissioner. 

4 (2) The commissioner 5RaU may promulgate a rule containing the minimum standards applicable 

5 to the valuation of disability plans." 

6 

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

8 "33-2-704. Insured lives reporting requirement. On or before FoernaFy 1 e March 1 of each year, 

9 each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the 

1 O number of Montana residents insured on February 1 under any policy of individual or group disability 

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

12 

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

14 "33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets 

15 categories of investments only within applicable limits as follows: 

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

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

18 one person or insurer aggregating an amount exceeding 5% of the insurer's assets. This restriction does 

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

20 made under 33-2-825. 

21 12) An insurer may not invest in or hold at any one time more than 10% of the outstanding voting 

22 stock of any corporation, except with tho consent of the commissioner given with respect to voting rights 

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

24 wholly owAoel wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under 

25 33-2-821. 

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

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

28 kinds of insurance, only in cash and the securities provided for 1:1nElor tho followin!l soetioAs: in 

29 33-2-811(1), 33-2-812, and 33-2-830. 

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

2 cash, in securities, in both cash and securities, or in investments provided for \ffieeF in 33-2-531. 

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

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

5 public utilities. 

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

7 any one time in aggn,~ate amount more than 15% of its assets in all stocks \ffieeF provided for in 33-2-820 

8 and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes 

9 of this provision must be based on the cost of thG :tocks to the insurer. This provision does not apply as 

1 O to stock of a controlled or subsidiary insurance corporation or other corporations \ffiGef provided for in 

l 1 33-2-821 and 33-2-822. 

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

13 more than 5% of its assets in securities allowed \ffiGef l.!:! 33-2-824. Money market funds, as defined by 

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

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

16 more than 10% of its assets in the class of securities described in BA't' eAe ef tAe fellewiAg seetioAs: 

17 33-2-814, 33-2-819, and 33-2-823. 

18 (9) Limits as-te of investments in tl'le eategery ef real estate 5flaU must be as provided in 33-2-832. 

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

20 

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

22 "33-2-1359. Setoffs and counterclaims. {1) Mutual debts or mutual credits between the insurer 

23 and another person in connection with any action or proceeding under this part 5flaU must be set off and 

24 the balance only sl'lall be allowed or paid, except as provided in subseetieA (2) aAel 33-2-1362 and 

25 subsection (2) of this section. 

26 12) Ne 8_ setoff or counterclaim may not be allowed in favor of any person when: 

27 la) the obligation of the insurer to the person would not at the date of the filing of a petition for 

28 liquidation entitle the person to share as a claimant in the assets of the insurer; 

29 (bl the obligation of the insurer to the person was purchased by or transferred to the person with 

30 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 

2 of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other 

3 way in the natll1'e of a capital contribution0t-ef 

4 Isl tt-:le oali§ation of tt-:lo J'!Orson is to J'laY J'IFOmiums, wt-:lett-:ler earnoa or unearnoa, to the insurer." 

5 

6 

7 

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

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

8 ( 1) "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner in 

9 accordance with 33-2-1903(5). 

1 0 (2) "Corrective order" means an order issued by the commissioner specifying corrective actions 

11 that the commissioner has determined are required. 

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

13 (4) "Foreign insurer" means any insurance company licensed to do business in this state under 

14 33-2-116 but not domiciled in this state. 

15 (5) "Life or disability insurer" means: 

16 la) any insurance company licensed under 33-2-116 and engaged in the business of entering into 

17 contracts of disability insuranceL as described in 33-1-207L or life insuranceL as described in 33-1-208; Sf 

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

19 (cl any insurer engaged solely in the business of reinsurance of life or disability contracts. 

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

21 (7) "Negative trend" means, with respect to a life or health insurer, a negative trend over a period 

22 of time, as determined in accordance with the trend test calculation included in the RBC instructions. 

23 (8) (a) "Property and casualty insurer" means~ 

24 ill any insurance company licensed under 33-2-116 and engaged in the business of entering into 

25 contracts of property insuranceL as described in 33-1-21 OL or casualty insuranceL as described in 33-1-206~ 

26 (ii) any insurance company engaged solely in the business of reinsurance of property and casualty 

27 contracts; or 

28 (iii) any insurance company engaged in the business of surety and marine insurance. 

29 (bl The term does not include monoline mortgage guarantY insurers, financial guaranty insurers, 

30 and title insurers. 

C legisl!"ive 
1Servrces 
\_!!jvision 

- 8 - HB 131 



55th Legislature HB0131.01 

1 (9) "RBC instructions" means the RBC reportL including risk-based capital instructions adopted by 

2 the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the 

3 procedures adopted by the NAIC. 

4 ( 10) "RBC level" means an insurer's authorized control level RBC, company action level RBC, 

5 mandatory control level RBC, or regulatory action level RBC, where: 

6 (a) "authorized control level RBC" means the number determined under the risk-based capital 

7 formula in accordance with the RBC instructions; 

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

9 authorized control level RBC; 

10 (c) "mandatory control level RBC" means the product of 0. 70 and the authorized control level RBC; 

11 and 

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

13 ( 11) "RBC plan" means a comprehensive financial plan containing the elements specified in 

14 33-2-1904(2). If the commissioner rejects the RBC plan and it is revised by the insurer, with or without the 

15 commissioner's recommendation, the plan must be called a revised RBC plan. 

16 ( 12) "RBC report" means the report required in 33-2-1903. 

17 ( 13) "Total adjusted capital" means the sum of: 

18 (a) an insurer's statutory capital and surplus; and 

19 (b) other items, if any, as the RBC instructions may provide." 

20 

Section 11. Section 33-3-303, MCA, is amended to read: 21 

22 "33-3-303. Meetings of stockholders or members. ( 1) Meetings of stockholders or members of 

23 a domestic insurer ~ must be held in the city or town of its principal office or place of business in this 

24 state. 

25 (2) Ne 8. meeting of stockholders or members ~ may not amend the insurer's articles of 

26 incorporation unless the proposal se to amend was included in the notice of the meeting. 

27 (31 Except with the commissioner's consent, each EaeA-insurer shall, during the first 6 months of 

28 each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or 

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

30 its affairs, and shall transact 5Hefl other business as R'lB'f properly w brought before it. Not less than 20 
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days' notice~ must be given of~ the meeting in the manner provided in the bylaws, except WAef-e 

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

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

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

5 The notice ~ must state the purpose of the meeting, and Re business for which notice was not given 

6 may not~ be transacted at the meeting ef whieh netiee was net se gi¥en. 

7 (51 If more than 15 months are allowed to elapse without an annual stockholders' or members' 

8 meeting being held, any stockholder or member may call &\:lef1--a for an annual meeting to be held. At any 

9 time, upon written request of any director or of any stockholders or members holding in the aggregate 

1 0 one-fifth of the voting power of all stockholders or members, it shall Im 1§. the duty of the secretary to call 

11 a special meeting of stockholders or members to be held at SHeR the time as that the secretary may fix, not 

12 less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue~!! call, 

13 the director, stockholders, or members making the request may do so. 

14 (6) A stockholders' or members' meeting duly held eeR may be organized for the transaction of 

1 5 business whenever a quorum is present. Except as otherwise provided by law or the articles of 

16 incorporation: 

17 (a) the presence, in person or by proxy, of the holders of a majority of the voting power of all 

18 stockholders or of all members shall eenstitute constitutes a quorum; 

19 (b) the stockholders or members present at a duly organized meeting eaR may continue to do 

20 business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave 

21 less than a quorum; 

22 (c) if any necessary officer fails to attend~~ meeting, any stockholder or member present may 

23 be elected to act temporarily in lieu of any sueh the absent officer; 

24 (d) if a meeting cannot be erganii!ed held because a quorum has net attended is not present, those 

25 present may adjourn the meeting to~~ time as that they ffl8'f determine, but in the case of any meeting 

26 called for the election of any director, the adjournment must be to the next day and those who attend the 

27 second ef sueh aejeumee PReetiA§S meeting, although less than a quorum as fixed in this section or in the 

28 articles of incorporation, shall Ae¥ertheless constitute a quorum for the purpose of electing any director; 

29 and 

30 (e) an annual or special meeting of stockholders or members may be adjourned to another date 
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2 

3 

4 

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 e¥efV each mutual 

5 insurer or stock insurer shall each file with the commissioner and tl=lereaHer maintain in force so long as 1'le 

6 that individual is 5l:lel=t an officer a fidelity bond in tl=le StJR'l ef $10,000 an amount set by the commissioner 

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

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

9 individual bonds, all s1,1oh officers may be covered u~der a blanket bond for the same respective amounts," 

1 O a A el ·,11i=liel=I The blanket bond sl=lall liltewise must be filed with the commissioner. 

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

12 (3) No st1el=I 8. bond sflall is not -90 subject to cancellation except upon written notice to both the 

13 insurer and the commissioner, delivered not less than 30 days in advance of the effective date of 5l:lel=t the 

14 cancellation. 

15 (4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in 

16 any way responsible for the handling of the funds of the insurer. 

17 (5) This section sflall may not be eleeR'leel considered to limit the amount of bonded protection 

18 Wffief\ that the insurer may carry as to any officer." 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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: 

(al 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 iA tri1:1lioate by three or more of the 

incorporators" aAel aelmowleelgeel By eaol=I Before a 1:1erseA at1thorii!eel to tal1e aAel ·,erif)' aekAowleelgR'leAts 

of eoRYO';aAse of real 1:1ro1:1erty The signatures of the incorporators must be notarized. 

(2) The articles of incorporation must state: 

(al the name of the corporation. If a state mutual insurer, the words "farm mutual" must be a part 

CL is~atiVt! 
T11IC~S 
jvision 

- 11 - HB 131 



55th Legislature HB0131.01 

of the name; if a county mutual insurer, the name must contain the words "farm mutual" or "rural mutual" 

2 together with the name of the county in which its principal place of business is to be located. The name 

3 may not be so similar to one already used by a corporation in this state as to be misleading. 

4 (bl if a county mutual insurer, the name of the county or counties in which the corporation is to 

5 transact insurance and the address where its principal business office will be located; 

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

7 this state; 

8 (di the objects and purposes for which the corporation is formed; 

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

10 plan; 

11 (f) the duration of its the corporation's existence, which may be perpetual; 

1 2 (g) the number of its directors, which may not be less than 5 or more than 11, and the names and 

13 addresses of the members of the initial board of directors appointed to manage the affairs of the corporation 

14 until the first annual meeting of the members aREI at which time successors are elected and qualified; 

1 5 (h) other provisions, not inconsistent with law, considered appropriate by the incorporators; 

16 (ii the names, residences, and addresses of the incorporators and the value of their property to be 

17 insured in the county or counties where the operations of the corporation are to be earrieel eA transacted. 

18 (3) At the time of filing of the articles of incorporation as provided in subsection (1 ), the 

19 incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit the fees 

20 with the state treasurer to the credit of the general fund." 

21 

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

23 "33-4-203. Approval of articles -- commencement of corporate existence. ( 1) If the commissioner 

24 finds the proposed articles of incorporation to be in accordance with the provisions of this chapter and not 

25 in conflict with the constitution and laws of the United States of America or of this state, the commissioner 

26 shall make a certificate of the facts. 

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

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

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

10 (3) When the proposed articles of incorporation have been approved by the commissioner, the 
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1 commissioner shall endorse the eefflfflissiener's approval upon each set of the articles and forward #lree 

2 four sets of articles to the incorporators. The incorporators shall file one of the sets of articles with the 

3 secretary of state, one set with the commissioner bearing the certification of the secretary of state, and 

4 one set with the county clerk of the county in which the principal place of business of the corporation is 

5 located and shall pay to the secretary of state and the county clerk the customary filing fees. The remaining 

6 set of articles must be made a part of the corporation's records. 

7 (4) The corporntIon has legal existence upon the approval of the articles by the commissioner and 

8 completion of the filings referred to in subsection (3), but it may not transact business as an insurer until 

9 it has fulfilled the requirements for and has obtain.ed a certificate of authority as provided in 33-4-505." 

10 

Section 15. Section 33-4-204, MCA, is amended to read: 11 

12 "33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its 

13 members present at any annual meeting or at any special meeting ef fflefflbers called for that purpose, 

14 amend its articles of incorporation to extend its corporate duration or +R any other particular within the 

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

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

17 this title. The amended articles of incorporation sflall may be signed only by the president and secretary of 

18 . the corporation and attested by the corporate seal. Notice of the proposed amendment sflall must be 

19 contained in the notice W'8fl of any suell the annual or special meeting." 

20 

Section 16. Section 33-4-313, MCA, is amended to read: 21 

22 "33-4-313. Annual statement Fepert filing. t+l- The president and secretary of &Y-ef'f each 

23 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal tllerete 

24 !Q_, and file with the commissioner, on forms as prescribed and furnished by l.+m the commissioner, an 

25 annual statement for the preceding calendar year showing the condition of 91::ieR the insurer as of December 

26 31 of 91::ieR the precC;ding vear and exhibiting the following facts: 

27 Mill the names of the president and secretary; 

28 tb+ill the date of the annual meeting; 

29 {et@l the amount of insurance in force; 

30 AAlli the number of members; 
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fet_{fil the number of assessments made during the year; 

2 fflifil the amount paid in losses during the year; 

3 fgtQl the amount of the losses claimed and not paid, with the reason for nonpayment; 

4 WJ.fil the number of members withdrawn, suspended, and expelled during the year; 

5 ++Hfil the number of new members admitted during the year; 

6 ti-H.!Ql the expenses during the year; 

7 +k+11ll the amount of money on hand; 

8 ffii.111 the amount and character of the insurer's assets; 

9 tffiH.1~ the amount of the insurer's liabilities, including any reserves required to be established 

10 under this chapter; and 

11 Wi111 StteR other information concerning the insurer's affairs as that the commissioner may 

12 reasonably require. 

13 (2) A FepoFt of aA iASl:IFOF's 011p0Aelitmes for oel1:1oati0Aal p1:1rposos, if BA)', foF tho prnoeeliA§ year 

14 ffil:ISt 88 fileel with the 00ffiR1issiOAOF at tho saA'le tiffie aAel iR OORjl:IROtioA ..... i~h tho aAmial report of sueh 

15 iASUFOr, OS re(ll:liroel i:JASOF ;3;3 4 404," 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

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 8. report, 

statement, or return of any nature ~ may not be required of any farm mutual insurer other than those 

required by 33-4-31 3. 

(2) The commissioner may~ 

1fil suspend or revoke the certificate of authority of any insurer failing to file its annual statement 

as required; or 

(bl 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 

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

10 operations. Sums se advanced~ may not be treated as a liability of the insurer~ aAel, e11oopt Except upon 
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1 

2 

3 

4 

5 

6 

7 

liquidation of the insurer, sl=lall net be witMFawn er re19aid m1ee19t e1:1t ef tl=le ins1:1rer's realiced earned 

sur19lus in eKeess ef its FAinirnurn reeiuired sur19lus 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. No suel=I 8. withdrawal or repayment 5f\i!U 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." 

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

9 "33-10-202. Definitions. As used in this p:1rt, the following definitions apply: 

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

11 (2) "Association" means the Montana life and health insurance guaranty association created under 

1 2 33-10-203. 

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

14 (4) "Covered policy" means any policy or contract within the scope of this part under subseetiens 

15 33-10-201(4) through (6) of aa 10 201. 

16 15) "Impaired insurer" means: 

17 la) an insurer wl=liel=I after Jul•f 1, 1974, that becomos insolvent and is placed under a final order 

18 ot liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

19 (b) an insurer considered by the commissioner after July 1, 1974, to be unable or potentially unable 

20 to fulfill its contractual obligations. 

21 (6) la) "Member insurer" means any insurer that is licensed or that holds a certificate of authority 

22 to transact any kind of insurance in this state for which coverage is provided under aa 2 201 33-10-201 

23 and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended, 

24 revoked, not renewed, or voluntarily withdrawn. 

25 (b) The term does not include: 

26 (i) a health service corporation; 

27 Iii) a health maintenance organization; 

28 liii) a fraternal benefit society; 

29 (iv) a mandatory state pooling plan; 

30 (v) a mutual assessment company or any entity that operates on an assessment basis; 
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(vi) an insurance exchange; or 

2 (vii) an entity similar to any of the entities listed in subsections (6)(b)(il through (6)(b)lvi). 

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

4 (8) @l "Premiums" means direct gross insurance premiums and annuity considerations written on 

5 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

6 policyholders on the direct business. 

7 ill "FlreFAildFAS" elo The term does not include premiums and considerations on contracts between 

8 insurers and reinsurers. 

9 J.£l. As used in 33-10-227, "J:JreFAildFAS" premiums are those for the calendar year preceding the 

10 determination of impairment. 

11 (9) "Resident" means any person who resides in this state at the time that the impairment is 

12 determined and to whom contractual obligations are owed. 

13 ( 10) "Unallocated annuity contract" means an annuity contract or group annuity certificate that is 

14 not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an 

15 individual by the insurer under the contract or certificate." 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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. If the iRSldreel has Rot seeA 

so Rotifieel, he FAS',' eaROOI the F8Ae·,o1al J:)8liey withiA ao ela•,·s after reeeiviR§ the Retioe. The iRSldFer shall 

ceRtiRlde eevera§e for a J:)orieel of Rot less thaR ao elays after FAailiR!l or elolivorv of tho Reties. If the iAsmeel 

terFAiRatos the J:)Olioy withiR tho ao elay J:)Orioel, tho iRsldror shall oaloldlate tho oarRoel J:JFeFAildFA pro rata 

saseel l:lJ:lBR tho J:!Fior pelioy's rate. Tho Rew rate is effoetive eAI'( after the re~uireel ao Elav RotifieatieA 

J:IOFioel has 88OR FAOt. If tho iASldF8El eloos Rat terFAiRate the J:!Blisy, tho J:jreFAildFA iAeroaso aRel other ehaA§eS 

are eHeeti\ e tho ela·, follewiA§ tRe J:!Fier pelie•(s 011piratieR er aRRi•torsar'1' elate. 

(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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1 Section 21. Section 33-16-1027, MCA, is amended to read: 

2 "33-16-1027. Rate filing review. ( 1) The commissioner shall review each insurance filing to ensure 

3 compliance with the following guidelines: 

4 (a) The effective date of each workers' compensation insurer or advisory organization filing must 

5 be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the 

6 date on which the filing is received by the commissioner or the date of receipt of the information furnished 

7 in support of the filir,9, if the supporting information is required by the commissioner. 

8 (bl Upon written application of the insurer or advisory organization, the commissioner may 

!;l authorize a filing that becomes effective before the expiration of the period described in subsection ( 11 (al. 

10 (c) A filing is considered to have met the requirements of this part unless disapproved by the 

11 commissioner within the period described in subsection ( 1 )(a) er any extension of the period. 

12 12) Whenever a filing is not accompanied by the information required under this section, the 

13 commissioner- shall inform the filer of the deficiency within +G 30 days of the initial filing. The filing is 

14 considered made when the required information is furnished or when the filer certifies to the commissioner 

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

16 

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

18 "33-17-102. Definitions. As used in this title, the following definitions apply: 

19 (1) "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

20 contractor or as the employee of an independent contractor or for fee or commission investigates and 

21 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

22 The term does not include a: 

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

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

25 (c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

2q issued by the insurer; or 

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

28 policies issued by the insurer. 

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

30 act as an adjuster. 
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(3) (a) "Administrator" means a person who collects charges or premiums from residents of this 

2 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

3 claims on these ·coverages. 

4 (b) The term does not mean: 

5 (i) an employer on behalf of its employees or on behalf of the employees of one or more 

6 subsidiaries of affiliated corporations of the employer; 

7 (ii) a union on behalf of its members; 

8 (iii) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a 

9 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

10 authorized to transact insurance; or 

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

12 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

13 whose activities are limited exclusively to the sale of insurance; 

14 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

15 creditor and its debtors; 

16 (vi) a trust established in conformity with 29 U.S.C. 186 or the trustees, agents, and employees· 

1 7 of the trust; 

18 . (vii) a trust exempt from taxation under section 501 (a) of the Internal Revenue Code or the trustees 

1 9 and employees of the trust; 

20 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

21 401 If) of the Internal Revenue Code or the agents and employees of the custodian; 

22 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

23 by federal or state banking authorities; 

24 (x) a company that issues credit cards and that advances tor and collects premiums or charges 

25 from its credit card holders who have authorized it to do so, it the company does not adjust or settle claims; 

26 9f 

27 (xi) a person who adjusts or settles claims in the normal course of the person's practice or 

28 employment as an attorney and who does not collect charges or premiums in connection with life or 

29 disability insurance or annuities~; or 

30 (xii} a person appointed as a managing general agent 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 16. 

2 (4) "Administrator license" means a document issued by the commissioner that authorizes a person 

3 to act as an administrator. 

4 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

5 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

6 advice on an insurance policy, annuity, or pension contract, plan, or program. 

7 (6) "Consultant license" means a document issued by the commissioner that authorizes a person 

8 to act as an insurance consultant. 

9 (7) "Controlled business" means insurance µ:ocured or to be procured by or through a person upon 

1 0 the life, person, property, or risks of the person or the person's spouse, employer, or business. 

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

12 or association. 

13 (9) "Insurance producer", except as provided in 33-17-103: 

14 (a) means: 

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

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

17 (8) membership contracts as defined in 33-30-101; 

18 (ii) a managing general agent. For purposes of this chapter, the term "managing general agent" has 
I 

19 the same meaning as set forth in 33-2-1501. 

20 (bl does not mean a customer service representative. For purposes of this definition, a "customer 

f1 service representative" means a salaried employee of an insurance producer who assists and is responsible 

?2 to the insurance producer. 

f 3 ( 101 "License" means a document issued by the commissioner that authorizes a person to act as 

i4 an insurance producer for the kinds of insurance specified in the document. The license itself does not 

25 create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding 

i6 agreement. 

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

28 ( 12) "Public adjuster" means an adjuster employed by and representing the interests of the insured." 

29 

30 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), 

2 an individual applying for a license shall pass a written examination. The examination must test the 

3 knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application 

4 is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this 

5 state. The examination must be developed and conducted under rules adopted by the commissioner. 

6 (2) The commissioner may conduct the examination or make arrangements, including contracting 

7 with an outside testing service, for administering the examination and collecting the fees required by 

8 33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination 

9 from the applicant. 

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

11 (4) An individual who fails to appear for the examination as scheduled or fails to pass the 

12 examination may reapply for an examination and shall remit all required fees and forms before being 

13 rescheduled for another examination. 

14 (5) If the applicant is a partnership or corporation, each individual who is to be named in the license 

15 as having authority to act for the applicant in its insurance transactions under the license shall take the 

16 examination. 

17 (6) Examination of an applicant for a license must cover all of the kinds of insurance for which the 

18 applicant has applied to be licensed, as constituted by any one or more of the following classifications: 

19 (a) life insurance; 

20 (bl disability insurance; 

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

22 insurance. 

23 (d) casualty insurance; 

24 (e) surety insurance; 

25 (f) credit life and disability insurance; 

26 (g) title insurance. 

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

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

29 be transacted as of or immediately prior to January 1, 1961, and tl=leFeaHer eeAtiA~iA!!J who continues to 

30 be licensed; 
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1 (bl an applicant for 2 license covering the same kind or kinds of insurance as to which the applicant 

2 was licensed in this state, other than under a temporary license, within the 12 months immediately 

J preceding the date of application unless the commissioner has suspended, revoked, or refused to continue 

4 the previous license, except that this subsection ffi(b) does not apply to a title insurance producer, as 

• 5 defined in 33-25-105; 

6 (c) an applicant for 2 license as 2 nonresident insurance producer; 

1 7 (d) an appli..:ant for a license to sell all-risk federal crop insurance if the applicant provides 

1 8 certification from an appropriate governmental agency to the commissioner that Ae the applicant is qualified 

. 9 to sell the insurance; 

1 O (e) transportation ticket agents of common carriers applying for 2 license to solicit and sell only: 
I 

,1 1 (i) accident insurance ticket policies; or 

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

13 to their duties as transportation ticket agents; 

14 (f) an association applying for 2 license under 33-17-211; 

15 (g) a mechanical breakdown insurance producer~~ 

16 (h) a service contract insurance producer; or 

17 fhlill an individual who, within 60 days of cancellation of a license issued by the state of the 

i 8 individual's residence, files with the commissioner a current letter of clearance certifying that the individual 

19 has passed an examination and held an insurance license in good standing in the individual's state of 

20 licensure, except that the individual shall take an examination pertaining to this state's law and each kind 

21 of insurance for which the individual has applied for a license and WftKffi that is not covered under the 

22 license held in the other state." 

23 

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

25 "33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. ( i) A 

26 person may not ~ act as or hold i=liFAself the person out to be an adjuster in this state unless 

27 licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner 

28 according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the 

29 adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee 

30 provided in 33-2-708. 
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1 (2) To be licensed as an adjuster, the applicant: 

2 (a) must be an individual 18 years of age or more; 

3 (b) must be a resident of Montana or resident of another state that will permit residents of Montana 

4 regularly to act as adjusters in the other state; 

5 (cl must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law 

6 school or have had experience or special education or training as to the handling of loss claims under 

7 insurance contracts of sufficient duration and extent reasonably to make~ the applicant competent to 

8 fulfill the responsibilities of an adjuster; 

9 (d) must be trustworthy and of good character and reputation; and 

1 0 (e) SAa!I must have and shall maintain in this state an office accessible to the public and shall keep 

11 in the office for not less than 5 years the usual and customary records pertaining to transactions under the 

12 license. This provision does not prohibit maintenance of the office in the home of the licensee. 

1 3 (3) A partnership or corporation, whether or not organized under the laws of this state, may be 

14 licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately 

1 5 licensed or is named in the partnership or corporation adjuster license and is qualified for an individual 

16 adjuster license. An additional full license fee must be paid for each individual in excess of one named in 

17 the partnership or corporation adjuster license to exercise its powers. 

18 (4) An adjuster license or qualifications are not required for an adjuster who is sent into this state 

19 by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or 

20 making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses 

21 resulting from a catastrophe common to all losses. 

22 (5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The 

23 license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708, 

24 accompanied by a written request for renewal. 

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

26 regulation of public adjusters." 

27 

Section 25. Section 33-17-1203, MCA, is amended to read: 28 

29 "33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under 

'30 subsection (4): 
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1 (al a person licensed to act as an insurance producer for property, casualty, surety, or title 

2 insurance or as a consultant for general insurance shall, during each calendar year, complete at least 1 O 

3 credit hours of approved continuing education; 

4 (bl a person licensed to act as an insurance producer for life or disability insurance or as a 

5 consultant for life insurance shall, during each calendar year, complete at least l O credit hours of approved 

6 continuing education; 

7 (c) a person nolding multiple licenses shall, during each calendar year, complete at least 15 credit 

8 hours of approved continuing education; 

9 (d) a person licensed to act as an insurance producer only for credit life and disability insurance 

1 O shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of 

11 insurance law, ethics, or credit life and disability insurance; 

12 (el a person licensed as an insurance producer or consultant shall, during each biennium, complete 

13 at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and 

14 administrative rules. 

15 (2) If a person licensed as an insurance producer or consultant completes more credit hours of 

16 approved continuing education in a year than the minimum required in subsection (1), the excess credit 

17 hours may be carried forward and applied to the continuing education requirements of the next year. 

18 (3) The commissioner may, for good cause ~. grant an extension of time, not to exceed 1 

19 year, during which the requirements imposed by subsection (1) may be completed. 

20 (4) The minimum continuing education requirements do not apply to: 

21 (a) a person licensed to sell any kind of insurance for which an examination is not required under 

22 33-17-212(7)(d) through~ illl!J.l.; 

23 (bl a person holding a temporary license issued under 33-17-216; 

24 (cl a nonresident licensee who must meet continuing education requirements in the licensee's state 

25 of residence if that state aeeerEJs grants substantially similar privileges to and has similar requirements ~ 

26 for residents of this state; 

27 (d) a newly licensed insurance producer or consultant during the calendar year in which the 

28 licensee first received a license; or 

29 (el an insurance producer or consultant otherwise exempted by the commissioner." 

30 
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Section 26. Section 33-18-210, MCA, is amended to read: 

2 "33-18-21 O. 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, 8f giveL 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. 

1 O (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; 

1 3 (b) special favor or advantage; or 

14 (c) valuable consideration or inducement. 

1 5 (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 terms· and 

17 conditions of the insurance either between insureds or property having like insuring or risk characteristics 

18 or between insureds because of race, color, creed, religion, or national origin. 

19 (41 This section may not be construed as prohibiting the payment of commissions or other 

20 compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning 

21 lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or 

22 subscribers. 

23 (5) 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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1 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or 

2 limiting the amount of insurance coverage on a residential property risk or on the personal property 

3 contained in the residential property, because of the age of the residential property, unless: 

4 (a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for 

5 unfair discrimination; or 

6 lb) the refusal, cancellation, or limitation is required by law or regulatory mandate. 

7 (7) An insurer may not refuse to insure, refuse to continue to insure, or limit the amount of 

8 coverage available to an individual because of the sex or marital status of the individual. However, an 

9 insurer may take marital status into account for the purpose of defining persons eligible for dependents' 

1 0 benefits. 

11 (Bl An insurer may not terminate or modify coverage er refuse to issue or refuse to renew a 

12 property or casualty policy or contract of insurance solely because the applicant or insured or any employee 

13 of either is mentally or physically impaired. However, this subsection does not apply to accident and health 

14 insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other 

15 provision of law relating to the termination, modification, issuance, or renewal of any insurance policy or 

16 contract. 

l 7 (9) An insurer may not refuse to insure, reh1se ta eeAtiA1:1e te iAs1:1re, charge higher rates, or limit 

18 the amount of coverage available to an individual based solely on adverse information contained in a driving 

19 record that is 3 years old or older. However, an insurer may provide discounts to an insured based on 

20 favorable aspects of an insured's claims history that is 3 years old or older. 

21 (10) An insurer may not charge points on, refuse to issue, refuse to renew, remove an existing 

22 discount on, or surcharge a private passenger motor vehicle policy because of a claim submitted under the 

23 insured's policy if the insured was not at fault. 

24 ( 11 ) (a) For the purposes of this subsection ( 11), "credit history" means that portion of a credit 

25 report or background report that addresses the applicant's or insured's debt payment history or lack of 

26 history but does not include public information including convictions, lawsuits, bankruptcies, or similar 

27 public information. 

28 (b) An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to 

29 continue to insure, charge higher rates, or limit the scope or amount of coverage or benefits available to 

30 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 correiated 

2 with the types of risks insured or to be insured; 

3 (ii) the insurer sends written communication to the individual disclosing that the insurance coverage 

4 was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit 

5 information relating to the applicant or the insured; and 

6 (iii) upon subsequent request of the individual, mailed within 10 days of receipt of the denial, 

7 nonrenewal, or limitation, the insurer provides the individual with a copy of the credit report at issue or the 

8 name and address of a third party from whom the individual may obtain a copy of the credit report, within 

9 10 days of receipt of the request. 

1 0 (c) The provisions of this subsection ( 11) are not intended to conflict with any disclosure provisions 

11 of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other 

1 2 credit service organizations that maintain or distribute credit histories on insurance applicants or 

13 policyholders." 

14 

Section 27. Section 33-1 8-301, MCA, is amended to read: 15 

16 "33-18-301. Prohibited relations with mortuaries. (1) A life insurer and its officers, employees, 

17 or representatives may not own, manage, supervise, operate, or maintain any mortuary, funeral, or 

18 undertaking establishment in Montana. 

19 12) A life insurer may not contract or agree with any funeral director, mortuary, or undertaker that 

20 the funeral director, undertaker, or mortuary shall conduct the funeral or be named beneficiary of any 

21 person insured by the insurer. This subsection does not prohibit a life insurer from making insurance, 

22 designated as funeral insurance, available. 

23 (3) A funeral insurance policy and any solicitation material for the policy must clearly indicate that: 

24 (a) the policy is a life insurance product; 

25 (b) the applicant may designate the beneficiary, provided that there is an appropriate and insurable 

26 interest; and 

27 (c) the beneficiary may use the proceeds for any purpose-;---aREi
0 

28 4e+ill _,.. Any attempt by the insurer or its representative to have the insured designate a specific 

29 beneficiary, including but not limited to a funeral director, mortuary, or undertaker, constitutes a violation 

30 of this section punishable as a misdemeanor pursuant to subsection ~ J_fil. 

(LegiS/flriW 
)Services 
'\!!jvision 

- 26 - HB 131 



56th Legislature HB0131.01 

(5) An insured may designate a funeral director, mortuary, or undertaker as a specific beneficiary 

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

3 of determining the availability of medicaid benefits. 

4 f4l-1fil Each violation of this section constitutes a misdemeanor punishable by a fine of not more 

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

6 

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

8 "33-20-101. Scope. ( 1) Except as provided in subsection (2), parts 1 through 5 of this chapter 

9 apply only to contracts of life insurance and annuiti~s. other than reinsurance, group life insurance, and 

10 group annuities. 

11 (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: 

12 

13 

14 "33-22-107. Premium increase restriction -- exception. (1) An insurer or a health service 

15 corporation that issues a policy, certificate, or membership contract covering a resident of this state may 

16 not increase a premium in an individual's or an individ1:1al QF01:tf;!'S individual's group disability insurance 

17 policy more frequently than once during a 12-month period unless failure to increase the premium more 

18 frequently than once during the 12-month period would: 

19 la) place the insurer in violation of the laws of this state; or 

20 (b) cause the financial impairment of the insurer to the extent that further transaction of insurance 

21 by the insurer injures or is hazardous to its policyholders or to the public. 

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

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

24 

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

26 "33-22-508. Conversion on termination of eligibility. 11) A group disability insurance policy or 

27 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 

28 provision that if the insurance or any portion of it on a person or the person's dependents or family 

29 members covered under the policy ceases because of termination of the person's employment or of the 

30 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 result of a person's employer discontinuing 

2 the group disability insurance policy and not providing for any other group disability insurance or plan and 

3 if the person had been insured for a period of 3 months and the person is not insured under another major 

4 medical disability insurance policy or plan, the person is entitled to have issued to the person by the insurer, 

5 without evidence of insurability, group coverage or an individual policy or, in the absence of an individual 

6 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

7 on the person or the person's dependents or family members if application for the individual policy is made 

8 and the first premium tendered to the insurer within 31 days after the termination of group coverage. 

9 (2) The individual policy or group policy, at the option of the insured, may be on any form then 

1 O customarily issued by the insurer to individual or group policyholders, with the exception of a policy the 

11 eligibility for which is determined by affiliation other than by employment with a common entity. In addition, 

12 the insurer shall make available a conversion policy as required by subsection (4). 

13 (3) The premium on the individual policy or group policy must be at no more than 200% of the 

14 insurer's then customary rate applicable to the coverage of the individual or group policy. The customary 

15 rate is that rate that is normally issued for medically underwritten policies without discount for healthy 

1 6 lifestyles. 

17 (4) The insurer shall also make available aA iAEli11ie1:1al .§ conversion policy, certificate, or 

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

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

20 the insurer shall make available aA iAEli,..ie1:1al l! conversion policy, certificate, or membership contract that 

21 provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of 

22 the highest rate charged for that plan." 

23 

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

25 "33-22-903. Definitions. As used in this part, the following definitions apply: 

26 (1) "Applicant" means: 

27 (a) in the case of an individual medicare supplement policy, the person who seeks to contract for 

28 insurance benefits; and 

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

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

2 (3) "Certificate form" means the form on which the certificate is delivered or issued for delivery 

3 by the issuer. 

4 (4) "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined in 

5 33-30-1 0 1, and a health maintenance organization as defined in 33-31-102. 

6 (5) "Health care expenses": 

7 la) means expenses of a health maintenance organization associated with the delivery of health 

8 care services that are analogous to incurred losses of an insurer; 

9 (b) does not include home office and overhqad costs, advertising costs, commissions and other 

10 acquisition costs, taxes, capital costs, administrative costs, or claims processing costs. 

11 (6) "Issuer" includes insurance companies, fraternal benefit societies, health care service plans, 

12 health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare 

13 supplement policies or certificates. 

14 (7) "Medicare" means Health Insurance for the Aged, Title XVIII of the Social Security Amendments 

15 of 1965, as then constituted or later amended. 

16 18) "Medicare supplement policy" means a group or individual policy of disability insurance or a 

17 subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under 

18 42 U.S.G. 13961 er 1396mm 42 U.S.C. 1395ss(g){1), or a policy issued under a demonstration project 

19 authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or 

20 designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical 

21 expenses of persons eligible for medicare. The term does not include: 

22 (a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund 

23 established by one or more employers or labor organizations, or a combination of employers, organizations, 

24 and trustees, for employees or former employees, or a combination of current and former employees, or 

25 for members or former members, or a combination of current and former members, of the labor 

26 organizations; or 

27 (b) individual policies or contracts issued pursuant to a conversion privilege under a policy or 

28 contract of group or individual insurance when the group or individual policy or contract includes provisions 

29 that are inconsistent with the requirements of this part or policies issued to employees or members as 

30 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 

2 issuer." 

3 

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

5 "33-22-907. Disclosure standards -- informational brochure -- rules. (1) In order to provide for full 

6 and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement 

7 policy may not be delivered or issued for delivery in this state and a certificate may not be delivered 

8 pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an 

9 outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage 

1 0 must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in 

11 advance of the date that the outline of coverage is delivered to any resident of this state. 

12 (2) (a) The commissioner shall prescribe the format and content of the outline of coverage required 

13 by subsection ( 1). 

14 (b) For purposes of this section, "format" means style, arrangements, and overall appearance, 

15 including such items as the size, color, and prominence of type and the arrangement of text and captions. 

16 (c) The outline of coverage must include: 

17 (i) a description of the principal benefits and coverage provided in the policy or certificate; 

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

19 (iii) a statement of the renewal provisions, including any reservation by the issuer of a right to 

20 change premiums and disclosure of the existence of any automatic renewal premium increases based on 

21 the policyholder's or certificate holder's age; 

22 (iv) a statement that the outline of coverage is a summary of the policy or certificate issued or 

23 applied for and that the policy or certificate should be consulted to determine governing contractual 

24 provisions. 

25 (3) The commissioner may prescribe by rule a standard form and the contents of an informational 

26 brochure for persons eligible for medicare, which is intended to improve the buyer's ability to select the 

27 most appropriate coverage and to improve the buyer's understanding of medicare. Except in the case of 

28 direct response insurance policies, the commissioner may require by rule that the information brochure be 

29 provided to any prospective insureds eligible for medicare at the same time that the outline of coverage is 

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

2 prospective insureds eligible for medicare. 

3 (4) The commissioner may adopt reasonable rules for captions or notice requirements, determined 

4 to be in the public interest and designed to inform prospective insureds that particular insurance coverages 

5 are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons 

6 eligible for medicare, other than: 

7 (a) medicare supplement policies or certificates; or 

8 (b) disability income policies-; 

9 (el easie, eatastrepl=lie, er FAajer FAeElieal eJ1peAse pelieies; 

1 O (Ell siAgle preFAil:JFA, AemeAewaele pelieies; er 

11 (el etl=ler pelieies eiEBeptea iA 33 22 QQ3(81. 

1 2 (5) The commissioner may further adopt reasonable rules to govern the full and fair disclosure of 

13 the information in connection with the replacement of accident and sickness policies or certificates by 

14 persons eligible for medicare. 

15 (6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare 

16 benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state 

17 shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule, 

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

19 

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

21 "33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or 

22 certificates in this state shall provide to the commissioner for the commissioner's review er approval a copy 

23 of any medicare supplement advertising intended for use in this state, whether through written, radio, or 

24 television medium." 

25 

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

27 "33-22-1803. Definitions. As used in this part, the following definitions apply: 

28 ( 1) "Actuarial certification" means a written statement by a member of the American academy of 

29 actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance 

30 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 

2 establishing premium rates for applicable health benefit plans. 

3 (2) "Affiliate" or "affiliated" means any entity or person who directly or indirectly, through one or 

4 more intermediaries, controls, is controlled by, or is under common control with a specified entity or person. 

5 (3) "Assessable carrier" means all carriers of disability insurance, including excess of loss ,tnd stop 

6 loss disability insurance. 

7 (41 "Base premium rate" means, for each class of business as to a rating period, the lowest 

8 premium rate charged or that could have been charged under the rating system for that class of business 

9 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

10 with the same or similar coverage. 

11 (5) "Basic health benefit plan" means a health benefit plan, except a uniform health benefit plan, 

12 developed by a small employer carrier, that has a lower benefit value than the small employer carrier's 

13 standard benefit plan and that provides the benefits required by 33-22-1827. 

14 (6) "Benefit equivalency" means a method developed by the small employer carrier for comparing 

15 the types of health care services and articles covered under a health benefit plan with the types of health 

16 care services required to be covered under a uniform, basic, or standard health benefit plan. 

17 17) "Benefit value" means an actuarially based method developed by the small employer carrier for 

18 comparing the value of determinable contingencies covered under a health benefit plan with the value of 

19 determinable contingencies required under a uniform, basic, or standard health benefit plan. 

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

21 (91 "Carrier" means any person who provides a health benefit plan in this state subject to state 

22 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

23 society, a health service corporation, and a health maintenance organization. For purposes of this part, 

24 companies that are affiliated companies or that are eligible to file a consolidated t1x return must be treated 

25 as one carrier, except that the following may be considered as separate carriers: 

26 (a) an insurance company or health service corporation that is an affiliate of a health maintenance 

27 organization located in this state; 

28 (b) a health maintenance organization located in this state that is an affiliate of an insurance 

29 company or health service corporation; or 

·w (cl a health maintenance organization that operates only one health maintenance organization in 
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an established geographic service area of this state. 

2 (10) "Case characteristics" means demographic or other objective characteristics of a small 

3 employer that are considered by the small employer carrier in the determination of premium rates for the 

4 small employer, provided that gender, claims experience, health status, and duration of coverage are not 

5 case characteristics for purposes of this part. 

6 (11) "Class of business" means all or a separate grouping of small employers established pursuant 

7 to 33-22-1808. 

8 ( 12) "Dependent" means: 

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

10 (bl an unmarried child, under 23 years of age, who is a full-time student and who is financially 

11 dependent on the insured; 

12 (cl a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

13 and 33-30-1003; or 

14 (d) any other individual defined as a dependent in the health benefit plan covering the employee. 

15 (13) "Eligible employee" means an employee who works on a full-time basis with a normal 

16 workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include 

1 7 an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long 

18 . as this eligibility criteria is applied uniformly among all of the employer's employees. The term includes a 

19 sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or 

20 independent contractor is included as an employee under a health benefit plan of a small employer. The 

21 term does not include an employee who works on a part-time, temporary, or substitute basis. 

22 ( 14) "Established geographic service area" means a geographic area, as approved by the 

23 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 

24 which the carrier is authorized to provide coverage. 

25 (15) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 

26 and mental health care issued by an insurance company, a fraternal benefit society, or a health service 

27 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 

28 not include: 

29 (a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

30 or disability income insurance or any other limited benefit plan; 
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(bl coverage issued as a supplement to liability insurance, workers' compensation insurance, or 

2 similar insurance; or 

3 (c) automobile medical payment insurance. 

4 ( 16) "Index rate" means, for each class of business for a rating period for small employers with 

5 similar case characteristics, the average of the applicable base premium rate and the corresponding highest 

6 premium rate. 

7 ( 17) "Late enrollee" means an eligible employee or dependent who requests enrollment in a health 

8 benefit plan of a small employer following the initial enrollment period during which the individual was 

9 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

10 a period of at least 30 days. However, an eligible employee or dependent may not be considered a late 

11 enrollee if: 

12 (al the individual requests enrollment within 30 days after termination of the qualifying previous 

13 coverage and: 

14 (i) the individual was covered under qualifying previous coverage at the time of the initial 

15 enrollment; or 

16 (ii) the individual lost coverage under qualifying previous coverage as a result of termination of 

17 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 

18 spouse, or divorce; 

1 9 (bl the individual is employed by an employer that offers multiple health benefit plans and the 

20 individual elects a different plan during an open enrollment period; or 

21 (c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

22 a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

23 of the court order. 

24 (18) "New business premium rate" means, for each class of business for a rating period, the lowest 

25 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

26 to small employers with similar case characteristics for newly issued health benefit plans with the same or 

27 similar coverage. 

28 ( 19) "Plan of operation" means the operation of the program established pursuant to 33-22-1 818. 

29 (20) "Premium" means all money paid by a small employer and eligible employees as a condition 

30 of receiving coverage from a small employer carrier, including any fees or other contributions associated 
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1 with the health benefit plan. 

2 (21) "Program" means the Montana small employer health reinsurance program created by 

3 33-22-1818. 

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

5 (a) medicare or medicaid; 

6 (b) an employer-based health insurance or health benefit arrangement that provides benefits similar 

7 to or exceeding benefits provided under the minimum basic health benefit plan; or 

8 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

9 fraternal benefit society, a health service corporatio11, or a health maintenance organization that provides 

1 O benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided 

11 that the policy has been in effect for a period of at least 1 year. 

12 (23) "Rating period" means the calendar period for which premium rates established by a small 

13 employer carrier are assumed to be in effect. 

14 (24) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

15 pursuant to 33-22-1819. 

16 (25) "Restricted network provision" means a provision of a health benefit plan that conditions the 

17 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

18 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

19 to provide health care services to covered individuals. 

20 (26) "Small employer'· means a person, firm, corporation, partnership, or association that is actively 

21 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

22 employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

23 this state or were residents of this state. In determining the number of eligible employees, companies are 

24 considered one employer if they: 

25 (a) are affiliated companies; 

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

27 {c) are members of an association that: 

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

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

30 (iii) does not deny coverage to any small employer member of its association or any employee of 

( Legisl!"i•e 
)Sen,ices 
'\!?j•ision 

- 35 - HB 131 



55th Legislature HB0l 31.01 

its small employer members who applies for coverage as part of a group. 

2 (27) "Small employer carrier" means a carrier that offers health benefit plans that cover eligible 

3 employees of one or more small employers in this state. 

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

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

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

6 

7 

8 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. ( 1 ) 

9 Within 1 80 days after the appointment of the initial board, the board shall submit to the commissioner a 

1 0 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

11 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

12 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

13 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

14 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

15 section. The plan of operation is effective upon written approval by the commissioner. 

1 6 (2) If the board fails to submit a suitable plan of operation within 1 80 days after its appointment, 

1 7 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

18 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

19 of operation is submitted by the board and approved by the commissioner. 

20 (3) The plan of operation must: 

21 (a) establish procedures for the handling and accounting of program assets and money and for an 

22 annual fiscal reporting to the commissioner; 

23 (b) establish procedures for selecting an administering carrier and setting forth the powers and 

24 duties of the administering carrier; 

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

26 (d) establish procedures for collecting assessments from assessable carriers to fund claims incurred 

27 by the program; 

28 (e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

29 fund administrative expenses incurred or to be incurred by the program; and 

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

2 14) The program has the general powers and authority granted under the laws of this state to 

3 insurance companies and health maintenance organizations licensed to transact business, except the power 

4 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

5 la) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

6 part, including the authority, with the approval of the commissioner, to enter into contracts with similar 

7 programs of other si.ates for the joint performance of common functions or with persons or other 

8 organizations for the performance of administrative functions; 

9 (b) sue or be sued, including taking any lc9.::! actions necessary or proper to recover any premiums 

10 and penalties for, on behalf of, or against the program or any reinsuring carriers; 

11 (c) take any legal action necessary to avoid the payment of improper claims against the program; 

1 2 (d) define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

13 policies in accordance with the requirements of this part; 

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

15 (f) establish actuarial functions as appropriate for the operation of the program; 

16 (g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

17 assistance in operation of the program, policy and other contract design, and any other function within the 

18 authority of the program; 

19 {h) to the extent permitted by federal law and in accordance with subsection (8)(c), make annual 

20 assessments against assessable carriers and make interim assessments to fund claims incurred by the 

21 program; and 

22 (i) borrow money to effect the purposes of the program. Any notes or other evidence of 

23 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

24 assets. 

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

26 (a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

27 reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to 

28 the level of coverage provided in a basic or standard health benefit plan. 

29 (b) A small employer carrier may reinsure an entire employer group within 60 days of the 

30 commencement of the group's coverage under a health benefit plan. 
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1 (c) A reinsuring carrier may reinsure an eligible employee 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 Id) Ii) 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 initial 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 reinsuring carrier's liability under this subsection ld)(i) may not exceed a 

9 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

1 O Iii) 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 

1 3 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

14 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

15 (e) A small employer carrier may terminate reinsurance with the program for one or more of the 

16 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

1 7 (f) A small employer group health benefit plan in effect before January 1, 1994, may not be 

18 reinsured by the program until clan1:1aFy 1, 1 QQ7, ans tlclen anly if the board determines that sufficient 

19 funding sources are available. 

20 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques, 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 16) (a) As part of the plan of operation, the board shall establish a methodology for determining 

24 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

25 section. The methodology must include a system for classification of small employers 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 established by the board, subject to the approval of the commissioner, and must be set at 

'10 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the 
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1 calendar year. For purposes of this section, expenses include administrative expenses, one-half of the 

2 program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred, 

3 adjusted to reflect retention levels required under this part. 

4 (b) Premiums for the program are as follows: 

5 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

6 base reinsurance premium rate for the group established pursuant to this subsection (6). 

7 (ii) An eligibie employee or dependent may be reinsured for a rate that is five times the base 

8 reinsurance premium rate for the individual established pursuant to this subsection (6). 

9 (c) The board shall annually review the met~odology established under subsection (6)(a), including 

1 O the system of classification and any rating factors, to ensure that it is actuarially sound and that it 

11 reasonably reflects the claims experience of the program. The board may propose changes to the 

12 methodology that are subject to the approval of the commissioner. 

13 (d) The board may consider adjustments to the premium rates charged by the program to reflect 

14 the use of effective cost containment and managed care arrangements. 

15 (7) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

16 the premium charged to the small employer for any rating period for the coverage issued must meet the 

17 requirements relating to premium rates set forth in 33-22-1809. 

18 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner 

19 the program net loss for the previous calendar year, including administrative expenses and incurred losses 

20 for the year, taking into account investment income and other appropriate gains and losses, and the 

21 actuarially anticipated losses for the ·calendar year. The sum of one-half of the program net loss for the 

22 previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment 

23 amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount 

24 must equal the actuarially anticipated losses for the calendar year. 

25 (bl (i) Each assessable carrier shall share in the program in an amount determined by multiplying 

26 the total assessment amount by a fraction, the numerator of which is the number of individuals in this state 

27 covered under disability insurance by the assessable carrier and the denominator of which is the number 

28 of all individuals in this state covered under disability insurance by all assessable carriers. 

29 (ii) The board shall make a reasonable effort to ensure that each insured individual is counted only 

30 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 

2 is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board 

3 shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of 

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

5 (iii) n,e aeafa si=lall ease eaei=l assessaale eaffier' s assessA1ent en re~erts filea witi=l ti=lo 

6 eernrnissienef as reei1:1ireEI by aa 22 1820. The board may use any reasonable method of estimating the 

7 number of individuals insured by an assessable carrier if the specific number is unknown. 

8 (c) The board shall make an annual determination in accordance with this section of each 

9 assessable carrier's liability for its share of the contribution to the program and, except as otherwise 

10 provided by this section, make an annual assessment against each assessable carrier to the extent of that 

11 liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written 

12 notice of the assessment. An assessable carrier that ceases doing business within the state is liable for 

13 assessments until the end of the calendar year in which the assessable carrier ceased doing business. The 

14 board may determine not to assess an assessable carrier if the assessable carrier's liability determined in 

1 5 accordance with this section does not exceed $10. 

16 (d) The board may establish and maintain program reserves not to exceed five times the actuarially· 

1 7 anticipated losses for the calendar year. 

18 (e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum 

19 of the administrative expenses and incurred claims for that year, the board may proportionately credit the 

20 excess to assessable carriers or it may place the excess in program reserves, subject to the limits in 

21 subsection (8)(d). 

22 (9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

23 procedures; or any other joint collective action required by this part may not be the basis of any legal 

24 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

25 or separately. 

26 (10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

27 levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In 

28 establishing the standards, the board shall take into consideration the need to ensure the broad availability 

29 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

30 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 
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1 and the overall costs of coverage to small employers selecting these plans. 

2 ( 11) The program is exempt from taxation. 

3 ( 12) On or before March 1 of each year, the commissioner shall evaluate the operation of the 

4 program and report to the governor and the legislature in writing the results of the evaluation. The report 

5 must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

6 appropriateness of premiums charged by the program, the level of insurance retention under the program, 

7 the cost of coverage uf small employers, and any recommendations for change to the plan of operation. 

8 (13) All premiums and other money paid to the small employer carrier reinsurance program and all 

9 property and securities acquired through the use cf money and interest and dividends earned on money 

10 belonging to the small employer carrier reinsurance program are solely the property of the program and 

11 must be used exclusively for the operations and obligations of the program. Money collected by the 

12 program is not subject to legislative appropriation." 

13 

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

15 "33-22-1820. Periodic market evaluation -- report. The aemd sRall commissioner may study and 

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

17 of this part. The report must analyze the effectiveness of this part in promoting rate stability, product 

18 availability, and coverage affordability. The report may contain recommendations for actions to improve the 

19 overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report 

20 must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans 

21 to small employers in fulfillment of the purposes of this part. The report may contain recommendations for 

22 market conduct or other regulatory standards or action." 

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

25 "33-22-1828. Benefits required in standard benefit plan. (1) The minimum benefits must be equal 

26 to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per 

27 person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per 

28 family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to 

29 a maximum lifetime benefit, but a maximum, if any, may not be less than $1 million. 

30 (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 

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

3 (3) A standard health benefit plan provided by a health maintenance organization or a basic health 

4 benefit plan with a restricted network provision must provide a comparable level of benefits to those 

5 required by subsection ( 1), as determined by the 13eRefit ei;iui•,aleRev a A el benefit value." 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

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 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; aAEl 33 3 7Q1 tlc-1FeUQA 33 3 7Q4. 

(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 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 

19 corporation shall file an annual statement for the preceding year on form No. 13 N.A.I.C. with the 

20 commissioner of insurance. This annual statement must be completed in accordance with the national 

21 association of insurance commissioners' annual statement instructions. 

22 (2) The health service corporation shall file a statement containing any other information concerning 

23 its financial affairs that may be reasonably requested by the commissioner. 

24 (3) (al Each health service corporation shall file electronic diskette versions of its annual and 

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

26 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

27 statements are as follows: 

28 (ii the first quarter statement is due May 15; 

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

30 (iii) the third quarter statement is due November 15. 
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1 (b) The commissioner may exempt health service corporations operating only in Montana from 

2 these filing requirements. 

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

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

5 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: 

6 

7 

8 "33-31-111. Statutory construction and relationship to other laws. (1) Except as otherwise 

9 provided in this chapter, the insurance or healtn ~ervice corporation laws do not apply to any health 

1 0 maintenance organization authorized to transact business under this chapter. This provision does not apply 

11 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service 

12 corporation laws of this state except with respect to its health maintenance organization activities 

1 3 authorized and regulated pursuant to this chapter. 

14 (2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

15 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

16 by health professionals. 

17 (3) A health maintenance organization authorized under this chapter may not be considered to be 

18 . practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

19 (4) The provisions of this chapter do not exempt a health maintenance organization from the 

20 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

21 (5) The provisions of this section do not exempt a health maintenance organization from the 

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

23 33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the 

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

25 

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

27 "33-31-211. Annual statement -- revocation for failure to file -- penalty for false swearing. (1) 

28 Unless it is operated by an insurer or a health service corporation as a plan, each authorized health 

29 maintenance organization shall annually on or before March 1 file with the commissioner a full and true 

30 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 

2 verified by the oath of at least two principal officers of the health maintenance organization. The 

3 commissioner may in his Eliserntien waive any verification under oath. 

4 (2) At the time of filing its annual statement, the health maintenance organization shall pay the 

5 commissioner the fee for filing its statement as prescribed in 33-31-212. The commissioner may refuse to 

6 accept the fee for continuance of the insurer's certificate of authority, as provided in 33-31-212, rD...fil'. 

7 impose a penalty of $100, or may in his Eliseretion suspend or revoke the certificate of authority of a health 

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

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

10 (3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 J3ef tor 

11 each violation upon a director, officer, partner, member, insurance producer, or employee of a health 

12 maintenance organization who knowingly subscribes to or concurs in making or publishing an annual 

13 statement required by law that contains a material statement WflieR that is false. 

14 14) The commissioner may require &tlffl reports as-l:!e that the commissioner considers reasonably 

15 necessary and appropriate to enable ffiffi the commissioner to carry out Ais the commissioner's duties under 

1 6 this chapter, including but not limited to a statement of operations, transactions, and affairs of a health 

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

18 

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

20 insurance, after consultation with the health care advisory council, may adopt by rule uniform health 

21 insurance claim forms and uniform standards and procedures for the use of the forms and processing of 

22 claims, including the submission of claims by means of an electronic claims processing system. 

23 (2) The commissioner may contract with a private or public entity to administer and operate an 

24 electronic claims processing system. If the commissioner elects to contract for administration and operation 

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

26 

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

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

29 the commissioner's discovery of the facts constituting the alleged violation. 

30 
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NEW SECTION. Section 44. Filing or making false statements. ( 1) A person may not purposely 

2 or knowingly make or cause to be made, in any document filed with the commissioner or in any proceeding 

3 before the commissioner, any statement that is, at the time and in the light of the circumstances under 

4 which it is made, false or misleading in any material respect. 

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

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

7 

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

9 who effects the sale of a policy or certificate of cred:t life and disability insurance shall sign the application. 

1 O (2) An insurance company may not accept an application for credit life and disability insurance 

11 unless the application is signed by the insurance producer who effected the sale. 

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

13 

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

15 contract or agreement for a separately stated consideration or for a specific duration to: 

16 (al perform the repair, replacement, or maintenance of property; or 

17 (b) indemnify for repair, replacement, or maintenance of property. 

18 (2) Service contract insurance does not include contracts or agreements that: 

19 (a) are indemnified only by the seller or manufacturer; and 

20 (b) insure only the inherent quality of the product. 

21 

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

23 ( 1) (al In determining the financial condition of a property and casualty insurer for the purpose of applying 

24 the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss 

25 expense reserves at least equal to the amounts required under the provisions of this section must be 

26 included in the insurer's liabilities. The date from which the determination, statement, or report is made 

27 is, for the purpose of this part, the date of determination. 

28 (bl Accepted actuarial standards as adopted by the actuarial standards board must be taken into 

29 consideration for the purpose of determining the loss reserves and loss expense reserves. 

30 (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: 

2 (a) the aggregate estimated amounts due or to become due on account of all known losses, claims, 

3 and loss expenses incurred but not paid, including the estimated liability on any notice received by the 

4 insurer of the occurrence of any event that may result in a loss; and 

5 (b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice l1as 

6 not been received, estimated in accordance with the insurer's prior experience, if any, or otherwise In 

7 accordance with Montana industry data. The estimated liabilities for losses under all bonds, policies, or 

8 contracts of fidelity insurance may not be less than 10% of the net premiums in force, and the estimated 

9 liabilities for all of those losses under all the insurer's surety contracts may not be less than 5 % of the net 

10 premiums in force. 

11 (3) Except as provided in subsection (4), tabular reserves for outstanding losses under policies of 

12 workers' compensation insurance may be actuarially calculated for both indemnity and medical payments. 

13 The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are: 

14 (a) calculated using discounts determined with reference to actuarial tables, which incorporate 

15 mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably 

16 determinable payment stream associated with lifetime benefit cases; or 

17 (b) annuities certain, such as those arising from structured settlements. 

18 (4) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any 

19 property and casualty insurer doing business in this state, calculated in accordance with the provisions of 

20 this section, are inadequate or excessive, the commissioner may prescribe any other method that will 

21 produce adequate and reasonable reserves. 

22 (5) The excess, if any, of statutory reserves over statement reserves must be calculated in 

23 accordance with the annual statement instructions adopted by the national association of insurance 

24 commissioners. 

25 

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

27 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, 

28 MCA, are repealed. 

29 

30 NEW SECTION. Section 49. Codification instruction. (1) [Section 421 is intended to be codified 
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1 as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5, apply to 

2 [section 42]. 

3 12) [Sections 43 and 44] are intended to be codified as an integral part of Title 33, chapter 1, part 

4 3, and the provisions of Title 33, chapter 1, part 3, apply to [sections 43 and 44]. 

5 13) [Section 451 is intended to be codified as an integral part of Title 33, chapter 21, part 1, and 

6 the provisions of Title 33, chaptt::r 21, part 1, apply to [section 45]. 

7 14) [Section 46] is intended to be codified as an integral part of Title 33, chapter 1, part 2, and the 

8 provisions of Title 33, chapter 1, part 2, apply to [section 46]. 

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

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

11 

1 2 NEW SECTION. Section 50. Severability. If a part of [this act] is invalid, all valid parts that are 

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

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

15 applications. 

16 -END-
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HOUSE BILL NO. 131 

INTRODUCED BY SIMON 

BY REQUEST OF THE STATE AUDITOR 

HB0131.02 

APPROVED BY COM ON 
BUSINESS & LABOR 

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

6 FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDING A STATUTE OF LIMITATIONS FOR 

7 ACTIONS BROUGHT BY THE COMMISSIONER OF INSURANCE; PROVIDING PENAL TIES FOR 

8 MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRING THAT CREDIT LIFE AND DISABILITY 

9 INSURANCE APPLICATIONS BE SIGNED BY THE INSURANCE PRODUCER EFFECTING THE SALE; DEFINING 

10 "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, 33-2-806, 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 33-11-212, 33-17-301, 33-11-1203, 33-10-210, aa 1s ao1, 33-20-101, 33-22-101, 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 professional engineers, surveyors, real estate appraisers, or registered architects; 

24 (21 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 attorneys as specified by executive 

27 order of the governor; 

28 (41 consulting actuaries to the public retirement boardsL 6f the state compensation insurance fundL 

29 or the commissioner of insurance; 

30 151 private consultants employed by the student associations of the university system with money 
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2 

3 

raised from student activity fees designated for use by those student associations; or 

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

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

HB0131.02 

5 • 33-2-307. Requirements for eligible surplus lines insurers. ( 1) A surplus lines insurance producer 

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

7 insurer: 

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

9 (bl is qualified under one of the following subsections: 

1 0 (i) the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

11 which equals the greater of: 

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

13 (B) $7 million. An insurer possessing less than -$-e $7 million capital and surplus may satisfy the 

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

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

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

1 7 reputation within the industry. The commissioner may not make an affirmative finding of acceptability when 

18 the surplus lines insurer's capital and surplus is less than -$-e il million. 

19 (ii) in the case of Lloyd's or another similar group including incorporated and unincorporated alien 

20 insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of 

21 capital and surplus for all policyholders and creditors in the United States of each member of the group. 

22 The incorporated members of the group may not engage in any business other than underwriting as a 

23 member of the group and must be subject to the same level of solvency regulation and control by the 

24 groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms 

25 and conditions established in subsection ( 1 )(b)(iv) for alien insurers. 

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

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

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

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

30 less than $1.5 million. If the insurance exchange does not maintain funds for the protection of each 
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1 insurance exchange policyholder, each individual syndicate shall meet the minimum capital and surplus 

2 requirements of subsection (1 l(bl(i). 

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

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

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

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

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

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

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

1 0 the alien insurer must appear on the national associa,tion of insurance commissioners' Non-Admitted 

11 Insurers Quarterly Listing. 

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

13 ft& not more than 6 months after the close of the period reported upon, or quarterly if considered necessary 

14 by the commissioner, and which is either: 

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

16 insurer; or 

17 (ii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

18 domicile. 

19 (2) In the case of an insurance exchange, the statement required by subsection (1 l(c) may be an 

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

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

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

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

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

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

26 surplus lines insurers referred to in this subsection. 

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

28 commissioner has reason to believe that it: 

29 (i) is in unsound financial condition; 

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

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

3 (b) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

4 producer. 

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

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

7 stocks or other evidences of ownership. 

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

9 liabilities and capital of the insurer for the protection of policyholders.• 

10 

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

12 "33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the 

13 following kinds of insurance when placed by a licensed insurance producer of this state: 

14 ( 1 l wet marine aAd tFaAsportatioA iAs1:1raAoos insurance: 

15 (2) insurance on subjects located, residing, or to be performed wholly outside of this state or on 

16 vehicles or aircraft owned and principally garaged outside this state; 

J 7 (3) insurance on property or operations of railroads engaged in interstate commerce; and 

18 (4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in 

19 scheduled interstate flight or cargo of the aircraft or against liability, other than workers' compensation and 

20 employers' liability, arising out of the ownership, maintenance, or use of the aircraft.• 

21 

22 Section 4. Section 33-2-514, MCA, is amended to read: 

23 "33-2-514. Reserve for disability insurance. ill For all disability insurance policies, the insurer 

24 shall maintain an active life reserve •,yl:liol:I sl:lall plaeo that pieces a sound value on its liabilities under~ 

25 the policies and that may not be~ less than tl:le FBseFYe aeeeFdiAg to appFepriato staAdaFds sat Jertl:I iA 

26 FO!jl:llatiOAS iss1:1eEI B'f tRe OOrArAissioAer BAS, iA AO IWOA:t, Iese iA tl:le a!J!!FBgate thaA the pro rata gross 

27 unearned premiums for etteft the policies. 

28 

29 

30 

12) The commissioner may promulgate rules to define additional standards for reserve 

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

2 "33-2-517. Title insurance reserves. ( 1) In addition to an adequate reserve as to outstanding 

3 losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium 

4 reserve of not less than an amount computed as follows: . 

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

6 insurance contracts sl=laU must be assigned originally to the reserve. 

7 (bl During each of the 20 years next following the year in which the title insurance contract was 

8 issued, the reserve applicable to the contract~ must be reduced by 5% of the original amount of~ 

9 ~ reserve. 

10 (2) The reserve sums l:lefeiR required te ee FeseP,ea by subsection ( 1 l for unearned premiums on 

11 contracts of title insurance sl=laU must at all times and for all purposes be considered and constitute 

12 unearned portions of the original premiums and sl=laU must be held in trust for the benefit of policyholders. 

13 (3) The reduction of the unearned premium reserve required by subsection ( 1 )(bl ef tl:lis sootioA 

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

15 10% of the risk premiums have been assigned to the reserve pursuant to subsection (1 }(a) ef tl:lis seetieA. 

16 IA tl:le oYeAt tl:lat aAv title iAs1:1FeF l:las Aet iA aeeeFaaAee witl:1 s1:1eseetieA (1 )(el ef tl:lie seetieA FeEl1:1eeEI tl:le 

17 8FA81:1At ef its l:IAeaFAeEI JlF0FAil:IFA FOSeF',e ey ii% ef tl:le 8FA01:1At eFi!JiAally assi!JAeEI ta tl:le FeS8F'11e Jll:IFSl:laAt 

18 te s1:1eseetieA ( 1 Hal ef tl:lis seetieA feF -,•eaFs eAEliA!J after 9eeomeor 31, 1968, aAEI eofaro JaA1:1ary 1, 1977, 

19 tl:le iA01:1Fer sl:lall offeet s1:101:l rea1:1etieA feF s1:101:l JlFieF •,eaFs a1:1FiA!J its aeee1:1AtiA!J yeaF wl:liel:1 iAel1:1Eles 

20 DeeemeeF 31, 1978. If the insurer has not reduced the amount of its unearned premium reserves pursuant 

21 to subsection (1l(b) for a previous year or years, the insurer shall make the reduction for the prior year or 

22 years in its next accounting year." 

23 

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

25 "33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability 

26 plans. (1) In the case of a plan of life insurance that provides for future premium determination, the 

27 amounts of which are to be determined by the insurer based on then estimates of future experience, or in 

28 the case of a plan of life insurance or annuity that is of 61:!eR a nature that the minimum reserves cannot 

29 be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under 

30 the plan must: 

- 5 • HB 131 



55th Legislature HB0131.02 

1 

2 

3 

4 

5 

6 

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

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

as eloteFFRineel by Fules ~FeFRul11ateel by tl=ie eoFRFRissieneF. 

(2} The commissioner sl:laU may oromulgate a rule containing the minimum standards applicable 

to the valuation of disability plans." 

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

8 "33-2-704. Insured lives reporting requirement. On or before FobFuaF'( 1 S March 1 of each year, 

9 each insurer providing disability insurance shall, on a form prescribed, by the commissioner, report the 

1 O number of Montana residents insured on February 1 under any policy of individual or group disability 

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

12 

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

14 "33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets 

15 · categories of investments only within applicable limits as follows: 

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

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

18 one person or insurer aggregating an amount exceeding 5% of the insurer's assets. This restriction does 

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

20 made under 33-2-825. 

21 (2} An insurer may not invest in or hold at any one time more than 10% of the outstanding voting 

22 stock of any corporation, except with the consent of the commissioner given with respect to voting rights 

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

24 wl=iell•r ewnoel wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under 

25 33-2-821. 

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

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

28 kinds of insurance, only in cash and the securities provided for uneleF tl=ie jellewin!l soetiens: in 

29 33-2-811(1), 33-2-812, and 33-2-830. 

30 (4} A life insurer shall also invest and keep invested its funds in an amount not less than the 
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1 reserves under its life insurance policies and annuity contracts, other than variable annuities, in force in 

2 cash, in securities, in both cash and securities·, or in investments provided for tffiEief. in 33-2-531. 

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

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

5 public utilities. 

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

7 any one time in aggregate amount more than 15 % of its assets in all stocks tffiEief. provided for in 33-2-820 

8 and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes 

9 of this provision must be based on the cost of the stocks to the insurer. This provision does not apply as, 

10 to stock of a controlled or subsidiary insurance corporation or other corporations tffiEief. provided for in 

11 33-2-821 and 33-2-822. 

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

13 more than 5 % of its assets in securities allowed tffiEief. in 33-2-824. Money market funds, as deftned by 

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

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

16 more than 10% of its assets in the class of securities described in aAV eAe ef the fellewiA!l seetieAs: 

17 33-2-814, 33-2-819, and 33-2-823. 

18 · (9) Limits a5-te of investments in the eate!jery ef real estate~ must be as provided in 33-2-832. 

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

20 

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

22 "33-2-1359. Setoffs aRd eeYnte,elaims. 11) Mutual debts or mutual credits between the insurer 

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

24 the balance only shall be allowed or paid, except as provided in subseetieA (2) aAel 33-2-1362 and 

25 subsection (2) of this section. 

26 12) Ne 8. setoff er eeuAterelaiFA may not be allowed in favor of any person when: 

27 (al the obligation of the insurer to the person would not at the date of the filing of a petition for 

28 liquidation entitle the person to share as a claimant in the assets of the insurer; 

29 (bl the obligation of the insurer to the person was purchased by or transferred to the persor, with 

30 a view to its being used as a setoff; or 
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1 (c) the obligation of the person is to pay an assessment levied against the members or subscribers 

2 of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other 

3 way in the nature of a capital contribution~~ 

4 (a) the eeli§atien ef the persen is te pa'f' preFAil:lFAS, whether earnea er unearnea, ta the insurer." 

5 

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

7 "33-2-1902. Definitions. As used in this part, the following definitions apply: 

8 (11 "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner in 

9 accordance with 33-2-1903(5). 

1 O (2) "Corrective order" means an order issued by the commissioner specifying corrective actions 

11 that the commissioner has determined are required. 

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

13 (4) "Foreign insurer" means any insurance company licensed to do business in this state under 

14 33-2-116 but not domiciled in this state. 

15 (5) "Life or disability insurer" means: 

16 (a) any insurance company licensed under 33-2-116 and engaged in the business of entering into 

17 contracts of disability insurancei as described in 33-1-207 i or life insurancei as described in 33-1-208; &f 

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

19 (cl any insurer engaged solely in the business of reinsurance of life or disability contracts. 

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

21 (7) "Negative trend" means, with respect to a life or health insurer, a negative trend over a period 

22 of time, as determined in accordance with the trend test calculation included in the RBC instructions. 

23 (8) (a) "Property and casualty insurer" means _:_ 

24 ill any insurance company licensed under 33-2-116 and engaged in the business of entering into 

25 contracts of property insurancei as described in 33-1-21 Oi or casualty insurancei as described in 33-1-206~ 

26 (ii) any insurance company engaged solely in the business of reinsurance of property and casualty 

27 contracts; or 

28 0iil any insurance company engaged in the business of surety and marine insurance. 

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

30 and title insurers. 
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1 (91 "RBC instructions" means the RBC report.., including risk-based capital instructions adopted by 

2 the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the 

3 procedures adopted by the NAIC. 

4 (10) "RBC ·level" means an insurer's authorized control level RBC, company ·action level RBC, 

5 mandatory control level RBC, or regulatory action level RBC, where: 

6 (a) "authorized control level RBC" means the number determined under the risk-based capital 

7 formula in accordance with the RBC instructions; 

8 (bl "company action level RBC" means, with respect to any insurer, the product of 2 and its 

9 authorized control level RBC; 

10 (cl "mandatory control level RBC" means the product of 0. 70 and the authorized control level RBC; 

11 and 

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

13 (11 l "RBC plan" means a comprehensive financial plan containing the elements specified in 

14 33-2-1904(21. If the commissioner rejects the RBC plan and it is revised by the insurer, with or without the 

15 commissioner's recommendation, the plan must be called a revised RBC plan. 

16 (121 "RBC report" means the report required in 33-2-1903. 

17 (131 "Total adjusted capital" means the sum of: 

18 (al an insurer's statutory capital and surplus; and 

19 (bl other items, if any, as the RBC instructions may provide.• 

20 

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

22 "33-3-303. Meetings of stockholders or members. (11 Meetings of stockholders or members of 

23 a domestic insurer SAall must be held in the city or town of its principal office or place of business in this 

24 state. 

25 (21 Ne A meeting of stockholders or members SAall may not amend the insurer's articles of 

26 incorporation unless the proposal se to amend was included in the notice of the meeting. 

27 (31 Except with the commissioner's consent. each Eael=t-insurer shall, during the first Ei months of 

28 each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or 

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

30 its affairs, and shall transact st1eR other business as FAay properly ee brought before it. Not less than 20 
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days' notice ~ must be given of &l:tei=I the meeting in the manner provided in the bylaws, except wl=lefe 

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

3 (4} Special meetings of the stockholders or members may be called at any time for any purpose 

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

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

6 may not~ be transacted at the meeting ef wl=liol=I netioe was net se {li 1,en. 

7 (5} If more than 15 months are allowed to elapse without an annual stockholders' or members' 

8 meeting being held, any stockholder or member may call susl=I a for an annual meeting to be held. At any 

9 time, upon written request of any director or of any stockholders or members holding in the aggregate 

1 0 one-fifth of the voting power of all stockholders or members, it sl=lall be i§. the duty of the secretary to call 

11 a special meeting of stockholders or members to be held at &l:tei=I the time a& that the secretary may fix, not 

12 less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue &l:tei=I .!! call, 

13 the director, stockholders, or members making the request may do so. 

14 (6) A stockholders' or members' meeting duly held eat=t may be organized for the transaction of 

1 5 business whenever a quorum is present. Except as otherwise provided by law or the articles of 

16 incorporation: 

17 (a) the presence, in person or by proxy, of the holders of a majority of the voting power of all 

18 stockholders or of all members sl=lell eenetitute constitutes a quorum; 

1 9 (bl the stockholders or members present at a duly organized meeting eat=t may continue to do 

20 business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave 

21 less than a quorum; 

22 (cl if any necessary officer fails to attend &l:tei=I .!! meeting, any stockholder or member present may 

23 be elected to act temporarily in lieu of an'( suel=I the absent officer; 

24 (d} if a meeting cannot be 9FflBAii!eel held because a quorum Iles net etteneteet is not present, those 

25 present may adjourn the meeting to &1:tei=1 .!! time ae that they fflo8'f determine, but in the case of any meeting 

26 called for the election of any director L the adjournment must be to the next day and those who attend the 

27 second ef suel=I aetjeuFneet meetings meeting, although less than a quorum as fixed in this section or in the 

28 articles of incorporation, sl=lall nevertl=leless constitute a quorum for the purpose of electing any director; 

29 and 

30 (el an annual or special meeting of stockholders or members may be adjourned to another date 
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1 without now notice being given." 

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

2 

3 

4 "33-3-307. Bond of officers, (11 The president, secretary, and treasurer of eY8f'f each mutual 

5 insurer or stock insurer shall each file with the commissioner and Hiereaftor maintain in force so long as he 

6 that individual is 5tiGk an officer a fidelity bond in tlalo s1,1m of $1 Q,QQQ an amount set by the commissioner 

7 by rule and issued by an authorized corporate surety in favor of tho insurer. Tho commissioner shall 

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

9 individual bonds, all s1,1eR officers may be covered under a blanket bond for the same respective amounts,~ 

10 aAs '#RioR Tho blanket bond sRall likowiee must be filed with tho commissioner. 

11 (2) The premium for tho bond &RaU must be payable by the insurer. 

12 13) No e1,10R A bond 6RaU is not ee subject to cancellation except upon written notice to both tho 

13 insurer and the commissioner, delivered not less than 30 days in advance of tho effective date of &1:teR the 

14 cancoHation. 

15 14) Tho insurer shall provide for tho bonding by authorized corporate surety of all other officers in 

16 any way responsible for tho handling of the funds of the insurer. 

17 15) This section 6RaU may not bo soeFAes considered to limit the amount of bonded protection 

18 ~ that the insurer may carry as to any officer." 

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

19 

20 

21 "33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. (1) The 

22 individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall file with the 

23 commissioner: 

24 la) a declaration of their intention to form the corporation signed by at least 100 incorporators if 

25 a proposed state mutual .insurer or by at least 25 incorporators if a proposed county mutual insurer; and 

26 (b) four copies of proposed articles of incorporation executed iA tri131ieato by throe or more of the 

27 incorporators~ aAs aokAowlesgos ey oaeR eoforo a 13erseA a1,1tRerii!es ta take aAs ¥erify aekAewlesgmeAts 

28 of eeA¥eyaAoe of real 13ro13ert·•· The signatures of tho incorporators must be notarized. 

29 {2) The articles of incorporation must state: 

30 {a) the name of tho corporation. If a state mutual insurer, the words "farm mutual" must be a part 
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1 of the name; if a county mutual insurer, the name must contain the words "farm mutual" or "rural mutual" 

2 together with the name of the county in which its principal place of business is to be located. The name 

3 may not be so similar to one already used by a corporation in this state as to be misleading. 

4 (bl if a county mutual insurer, the name of the county or counties in which the corporation is to 

5 transact insurance and the address where its principal business office will be located; 

6 (cl if a state mutual insurer, the location of its principal business office, which must be located in 

7 this state; 

8 (d) the objects and purposes for which the corporation is formed; 

9 (el whether it the insurer intends to transact business on the cash premium plan or the assessment 

10 plan; 

11 (f) the duration of it& the corporation's existence, which may be perpetual; 

12 (g) the number of its directors, which may not be less than 5 or more than 11, and the names and 

13 addresses of the members of the initial board of directors appointed to manage the affairs of the corporation 

14 until the first annual meeting of the members Bfle at which time successors are elected and qualified; 

15 (h) other provisions, not inconsistent with law, considered appropriate by the incorporators; 

16 (i) the names, residences, and addresses of the incorporators and the value of their property to be 

17 insured in the county or counties where the operations of the corporation are to be eaFFied eA transacted. 

18 • (3) At the time of filing of the articles of incorporation as provided in subsection ( 1), the 

19 incorporators shall pay to the commissioner a filing fee of $1 O. The commissioner shall deposit the fees 

20 with the state treasurer to the credit of the general fund." 

21 

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

23 "33-4-203. Approval of articles -- commencement of corporate existence. (1) If the commissioner 

24 finds the proposed articles of incorporation to be in accordance with the provisions of this chapter and not 

25 in conflict with the constitution and laws of the United States of America or of this state, the commissioner 

26 shall make a certificate of the facts. 

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

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

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

30 (3) When the proposed articles of incorporation have been approved by the commissioner, the 
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1 commissioner shall endorse the eeA1A1issieAer's approval upon each set of the articles and forward ~ 

2 four sets of articles to the incorporators. The incorporators shall file one of the sets of articles with the 

3 secretary of state, one set with the commissioner bearing the certification of the secretary of state, and 

4 one set with the county clerk of the county in which the principal place of business of the corporation is 

5 located and shall pay to the secretary of state and the county clerk the customary filing fees. The remaining 

6 set of articles must be made a part of the corporation's records. 

7 (4) The corporation has legal existence upon the approval of the articles by the commissioner and 

8 completion of the filings referred to in subsection (3), but it may not transact business as an insurer until 

9 it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505." 

10 

11 Section 15. Section 33-4-204, MCA, is amended to read: 

12 "33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two-thirds of its 

13 members present at any annual meeting or at any special meeting ef A1eA1~ers called for that purpose, 

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

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

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

17 this title. The amended articles of incorporation sl=laU may be signed only by the president and secretary of 

18 the corporation and attested by the corporate seal. Notice of the proposed amendment sl=laU must be 

19 contained in the notice fftY6A of aAy s1:1el=t the annual or special meeting." 

20 

Section 16. Section 33-4-313, MCA, is amended to read: 21 

22 "33-4-313. Annual statement repert filiAg. ~ The president and secretary of eYefV each 

23 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal tl=terete 

24 to, and file with the commissioner, on forms a& prescribed and furnished by Aim the commissioner, an 

25 annual statement for the preceding calendar year showing the condition of~ the insurer as of December 

26 31 of~ the preceding vear and exhibiting the following facts: 

27 

28 

29 

30 

~ill the names of the president and secretary; 

AA.!1l the date of the annual meeting; 

feHfil the amount of insurance in force; 

fet.l.11 the number of members; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

,!e!,ifil the number of assessments made during the year; 

#Hfil the amount paid in losses during the year; 

½ttlli the amount of the losses claimed and .not paid, with the reason for nonpayment; 

41:ll-ifil the number of members withdrawn, suspended, and expelled during the year; 

#Hfil the number of new members admitted during the year; 

fi-H.1.Ql the expenses during the year; 

Wi.11l the amount of money on hand; 

#H..111 the amount and character of the insurer's assets; 

~i.111 the amount of the insurer's liabilities, including any reserves required to be established 

under this chapter; and 

W1.1.Af stteR other information concerning the insurer's affairs as that the commissioner may 

reasonably require. 

12) A Fe130Ft of aA iASUFOF'S OMl3eRelituFe6 feF oeluoetiOAal l3UFl30Ses, if BR'(, feF the l3FOOOEliA!j ·,eaF 

FAUSt 80 fileel 'A'ith the OOFAA1issi0Rer at tRe saFAe. tiA10 aAEl iA eeRjuAetieA witA tRe 8ARUal re13ort ef sueh 

iASUFeF, as requiFeel UAEleF aa 4 404." 

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

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. 11 l Ne A report, 

statement, or return of any nature 9A8# may not be required of any farm mutual insurer other than those 

required by 33-4-313. 

(21 The commissioner may~ 

ifil. suspend or revoke the certificate of authority of any insurer failing to file its annual statement 

as required; or 

(bl 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 

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

30 operations. Sums se advanced~™ not be treated as a liability of the insurer~ aAel, e11ee13t Except upon 
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1 

2 

3 

4 

5 

6 

7 

liquidation of the insurer, sl:lall Ret ee witl:lerawR er re13aie eJEee13t eut ef tl:le iRsurer' s Fealii!ee ear Ree 

sur13lus iR e11eess ef its miRimum reeiuiree sur13lue 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 suel:I 8. withdrawal or repayment 51=\aU 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." 

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

9 "33-10-202. Definitions. As used in this part, the following definitions apply: 

1 0 ( 1) • Account" means any of the three accounts created under 33-10-203. 

11 (2) • Association" means the Montana life and health insurance guaranty association created under 

12 33-10-203. 

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

14 (4) "Covered policy" means any policy or contract within the scope of this part under sueseotioRs 

15 33-10-201 (4) through (6) ef 33 1 Q 2Q1. 

16 (5) "Impaired insurer" means: 

17 (a) an insurer wl:liel:I after July 1, 1974, that becomes insolvent and is placed under a final order 

18 of liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

19 (bl an insurer considered by the commissioner after July 1, 197 4, to be unable or potentially unable 

20 to fulfill its contractual obligations. 

21 (6) (al "Member insurer" means any insurer that is licensed or that holds a certificate of authority 

22 to transact any kind of fnsurance in this state for which coverage is provided under 33 2 2Q1 33-10-201 

23 and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended, 

24 revoked, not renewed, or voluntarily withdrawn. 

25 (bl The term does not include: 

26 (il a health service corporation; 

27 (ii) a health maintenance organization; 

28 liiil a fraternal benefit society; 

29 (iv) a mandatory state pooling plan; 

30 (vl a mutual assessment company or any entity that operates on an assessment basis; 
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1 (vi) an insurance exchange; or 

2 (vii) an entity similar to any of the entities listed in subsections (6l(bl(i) through (6l(bl(vi). 

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

4 (8) ifil "Premiums" means direct gross insurance premiums and annuity considerations written on 

5 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

6 policyholders on the direct business. 

7 .l.Ql "FlreR1iuR1s" Elo The term does not include premiums and considerations on contracts between 

8 insurers and reinsurers. 

9 iQJ. As used in 33-10-227, "preR1iuR1s" premiums are those for the calendar year preceding the 

10 determination of impairment. 

11 (9) "Resident" means any person who resides in this state at the time that the impairment is 

12 determined and to whom contractual obligations are owed. 

13 ( 10) "Unallocated annuity contract" means an annuity contract or group annuity certificate that is 

14 not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an 

15 individual by the insurer under the contract or certificate.• 

16 

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

18 "33-15-1106. Renewal with altered terms. (1) If an insurer offers or purports to renew a policy 

19 but on less favorable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan 

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

21 rate, or rating plan to the insured at least 30 days before the expiration date. If tAe iAsureEI Aas Aet eeeR 

22 so RetifieEI, Ae may oaAoel tAe reAewal polio•; witAiR 3Q Ela•ts af:1:or roooi•tiAg tAO Aetioo. TAe iRsurer sAall 

23 eeRtiRue ee•,•erago fer a porioEI of AOt less tAaR 3Q says after mailiAg er Eloli1, 1er1, 1 of tAo Aetiee. If tAe iRsureEI 

24 terffiiAates tAo polio·; witAiA tAe 3Q Ela'( perioEI, tAo iAsurer sAall ealeulate tAe earAoEI premium pre rata 

25 easeEI upeR tl:le prier pelie•;'s rate. TAO Rew rate is eUoeti•re BAI•; ahor tl:lo reE1uiroEI 3Q Ela·t Aetifioa:i:ieA 

26 13orieEI ABS BOOR ffl~. If tAO iAsuroEI Elees AOt t0FFAiAate tA0 1=1elie1;, tho preFAiURl iAerease BAB OtAOF 0AaAges 

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

29 a classification change based on the altered nature or extent of the risk insured against." 

30 
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1 Section 21. Section 33-16-1027, MCA, is amended to read: 

2 "33-16-1027. Rate filing review. (1) The commissioner shall review each insurance filing to ensure 

3 compliance witli the following guidelines: 

4 (a) The effective date of each workers' compensation insurer or advisory organization filing must 

5 be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the 

6 date on which the filing is received by the commissioner or the date of receipt of the information furnished 

7 in support of the filing, if the supporting information is required by the commissioner. 

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

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

10 (c) A filing is considered to have met the requirements of this part unless disapproved by the 

11 commissioner within the period described in subsection ( 1 )(a) or any extension of the period. 

12 (2) Whenever a filing is not accompanied by the information required under this section, the 

13 commissioner shall inform the filer of the deficiency within 4-G 30 days of the initial filing. The filing is 

14 considered made when the required information is furnished or when the filer certifies to the commissioner 

1 5 that the additional information requested by the commissioner is not maintained or cannot be provided." 

16 

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

18 • "33-17-102. Definitions. As used in this title, the following definitions apply: 

19 ( 1) "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

20 contractor or as the employee of an independent contractor or for fee or commission investigates and 

21 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

22 The term does not include a: 

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

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

25 (c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

26 issued by the insurer; or 

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

28 policies issued by the insurer. 

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

30 act as an adjuster. 
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1 (3) (a) "Administrator" means a person who collects charges or premiums from residents of this 

2 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

3 claims on these coverages. 

4 (b) The term does not mean: 

5 (i) an employer on behalf of its employees or on behalf of the employees of one or more 

6 subsidiaries of affiliated corporations of the employer; 

7 (ii) a union on behalf of its members; 

8 (iii) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a 

9 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

1 0 authorized to transact insurance; or 

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

12 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

1 3 whose activities are limited exclusively to the sale of insurance; 

14 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

1 5 creditor and its debtors; 

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

17 of the trust; 

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

19 and employees of the trust; 

20 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

21 401 (f) of the Internal Revenue Code or the agents and employees of the custodian; 

22 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

23 by federal or state banking authorities; 

24 (x) a company that issues credit cards and that advances for and collects premiums or charges 

25 from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

26 ei: 

27 (xi) a person who adjusts or settles claims in the normal course of the person's practice or 

28 employment as an attorney and who does not collect charges or premiums in connection with life or 

29 disability insurance or annuities..-; or 

30 (xii) a person appointed as a managing general agent in this state whose activities are limited 
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1 exclusively to those described in 33-2-1501 ( 10) and Title 33, chapter 2, part 16. 

2 ( 4) "Administrator license" means a document issued by the commissioner that authorizes a person 

3 to act as an administrator. 

4 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

5 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

6 advice on an insurance policy, annuity, or pension contract, plan, or program. 

7 (6) "Consultant license" means a document issued by the commissioner that authorizes a person 

8 to act as an insurance consultant. 

9 (7) "Controlled business" means insurance procured or to be procured by or through a person upon 

1 O the life, person, property, or risks of the person or the person's spouse, employer, or business. 

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

12 or association. 

13 (9) "Insurance producer", except as provided in 33-17-103: 

14 (al means: 

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

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

17 (Bl membership contracts as defined in 33-30-101; 

18 (ii) a managing general agent. For purposes of this chapter, the term "managing general agent" has 

19 the same meaning as set forth in 33-2-1501. 

20 (bl does not mean a customer service representative. For purposes of this definition, a "customer 

21 service representative" means a salaried employee of an insurance producer who assists and is responsible 

22 to the insurance producer. 

23 (10) "License" means a document issued by the commissioner that authorizes a person to act as 

24 an insurance producer for the kinds of insurance specified in the document. The license itself does not 

25 create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding 

26 agreement. 

27 (11 l "Person" means an individual, partnership, corporation, association, or other leg~I entity. 

28 (12) "Public adjuster" means an adjuster employed by and representing the interests ofthe insured." 

29 

30 Section 23. Section 33-17-212, MCA, is amended to read: 

is~ative 
erv1cu 

vision 
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1 "33-17-212. Examination required -- exceptions -- fees. (1) Except as provided in subsection (7), 

2 an individual applying for a license shall pass a written examination. The examination must test the 

3 knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application 

4 is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this 

5 state. The examination must be developed and conducted under rules adopted by the commissioner. 

6 (2) The commissioner may conduct the examination or make arrangements, including contracting 

7 with an outside testing service, for administering the examination and collecting the fees required by 

8 33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination 

9 from the applicant. 

1 0 (3) Each individual applying for an examination shall remit the fees required by 33-2-708. 

11 (4) An individual who fails to appear for the examination as scheduled or fails to pass the 

1 2 examination may reapply for an examination and shall remit all required fees and forms before being 

13 rescheduled for another examination. 

14 (5) If the applicant is a partnership or corporation, each individual who is to be named in the license 

1 5 as having authority to act for the applicant in its insurance transactions under the license shall take the 

16 examination. 

1 7 (61 Ex811lination of an applicant for a license must cover all of the kinds of insurance for which the 

18 applicant has applied to be licensed, as constituted by any one or more of the following classifications: 

19 (al life insurance; 

20 (bl disability insurance; 

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

22 insurance. 

23 {d) casualty insurance; 

24 (e) surety insurance; 

25 (f) credit life and disability insurance:; 

26 (g) title insurance. 

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

28 (a) an individual lawfully licensed as .m insurance ,producer as to the kind or kinds of insurance to 

29 be transacted as of or immediately prior to January 1, 1961, and 1ReFeEmeF eeRfiR1:1iRg who continues to 

30 be licensed; 
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1 (b) an applicant for!! license covering the same kind or kinds of insurance as to which the applicant 

2 was licensed in this state, other than under a temporary license, within the 12 months immediately 

3 preceding the date of application unless the commissioner has suspended, revoked, or refused to continue 

4 the previous license, except that this subsection ill(bl does not apply to a title insurance producer, as 

5 defined in 33-25-105; 

6 (c) an applicant for 2 license as 9 nonresident insurance producer; 

7 (dl an applicant for a license to sell all-risk federal crop insurance if the applicant provides 

8 certification from an appropriate governmental agency to the commissioner that Re the applicant is qualified 

9 to sell the insurance; 

10 (el transportation ticket agents of common carriers applying for!! license to solicit and sell only: 

11 (i) accident insurance ticket policies; or 

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

13 to their duties as transportation ticket agents; 

14 (fl an association applying for !! license under 33-17-211; 

15 (g) a mechanical breakdown insurance producerT~ 

16 (hi a service contract insurance producer: or 

17 Will an individual who, within 60 days of cancellation of a license issued by the stat~ of the 

18 individual's residence, files with the commissioner a current letter of clearance certifying that the individual 

19 has passed an examination and held an insurance license in good standing in the individual's state of 

20 licensure, except that the individual shall take an examination pertaining to this state's law and each kind 

21 of insurance for which the individual has applied for a license and wl=lieA that is not covered under the 

22 license held in the other state." 

23 

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

25 "33-17-301. Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. (1 l A 

26 person may not In tl:lis state act as or hold Rifflsolf the person out to be an adjuster in this state unless 

27 licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner 

28 according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the 

29 adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee 

30 provided in 33-2-708. 

isl!"'ve 
erv1ces 

·vmon 
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1 (2) To be licensed as an adjuster, the applicant: 

2 (a) must be an individual 18 years of age or more; 

3 (b) must be a resident of Montana or resident of another state that will permit residents of Montana 

4 regularly to act as adjusters in the other state; 

5 (c) must be a full-time salar1ed employee of a licensed adjuster or a graduate of a recognized law 

6 school or have had experience or special education or training as to the handling of loss claims under 

7 insurance contracts of sufficient duration and extent reasonably to make flim the applicant competent to 

8 fulfill the responsibilities of an adjuster; 

9 (di must be trustworthy and of good character and reputation; and 

1 O (e) sl:lall must have and shall maintain in this state an office accessible to the public and shall keep 

11 in the office for not less than 5 years the usual and customary records pertaining to transactions under the 

12 license. This provision does not prohibit maintenance of the office in the home of the licensee. 

13 (3) A partnership or corporation, whether or not organized under the laws of this ·state, may be 

14 licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately 

15 licensed or is named in the partnership or corporation adjuster license and is qualified for an individual 

16 adjuster license. An additional full license fee must be paid for each individual in excess of one named in 

17 the partnership or corporation adjuster license to exercise Its powers. 

18 (4) An adjuster license or qualifications ate not required for an adjuster who is sent into this state 

19 by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or 

20 making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses 

21 resulting from a catastrophe common to all losses. 

22 (5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The 

23 license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708, 

24 accompanied by a written request for renewal. 

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

26 regulation of public adjusters." 

27 

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

29 "33-17-1203. Continuing education -- batic requirements -- exceptlon9. ( 1) Unless exempt under 

30 subsection (4): 
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1 (a) a person licensed to act as an insurance producer for property, casualty, surety, or title 

2 insurance or as a consultant for general insurance shall, during each calendar year, complete at least 1 0 

3 credit hours of approved continuing education; 

4 (b) a person licensed to act as an insurance producer for life or disability insurance or as a 

5 consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved 

6 continuing education; 

7 (c) a person holding multiple licenses shall, during each calendar year, complete at least 15 credit 

8 hours of approved continuing education; 

9 (d) a person licensed to act as an insurance producer only for credit life and disability insurance 

10 shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of 

11 insurance law, ethics, or credit life and disability insurance; 

12 (e) a person licensed as an insurance producer or consultant shall, during each biennium, complete 

13 at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and 

14 administrative rules. 

15 (2) If a person licensed as an insurance producer or consultant completes more credit hours of 

16 approved continuing education in a year than the minimum required in subsection ( 1 ), the excess credit 

1 7 hours may be carried forward and applied to the continuing education requirements of the next year. 

18 (3) The commissioner may, for good cause~. grant an extension of time, not to exceed 1 

19 year, during which the requirements imposed by subsection (1) may be completed. 

20 (4) The minimum continuing education requirements do not apply to: 

21 (a) a person licensed to sell any kind of insurance for which an examination is not required under 

22 33-17-212(7J(d) through~ illib.l.; 

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

24 (c) a nonresident licensee who must meet continuing education requirements in the licensee's state 

25 of residence if that state aeoen:ls grants substantially similar privileges to and has similar requirements ef. 

26 for residents of this state; 

27 (d) a newly licensed insurance producer or consultant during the calendar year in which tho 

28 licensee first received a license; or 

29 (el an insurance producer or consultant otherwise exempted by the commissioner." 

30 

\ Legis~atiw 
')Servica 
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1 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, er- give.._ or offer to pay, allow, or give, directly or indirectly, a: 

6 (al 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 

B (cl 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. 

1 O (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 (al rebate, discount, abatement, credit, or reduction of premium; 

13 (bl special favor or advantage; or 

14 (c) valuable 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 terms and 

17 conditions of the insurance either between insureds or property having like insuring or risk characteristics 

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 other 

20 compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning 

21 lawful dividends, savings, or unabsorbed premium deposits to its participating Policyholders, members, or 

22 subscribers. 

23 (5) 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 (bl 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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1 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or 

2 limiting the amount of insurance coverage on a residential property risk or on the personal property 

3 contained in the residential property, because of the age of the residential property, unless: 

4 (al the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for 

5 unfair discrimination; or 

6 (bl the refusal, cancellation, or limitation is required by law or regulatory mandate. 

7 (7) An insurer may not refuse to insure, refuse to continue to insure, or limit the amount of 

8 coverage available to an individual because of the sex or marital status of the individual. However, an 

9 insurer may take marital status into account for the purpose of defining persons eligible for dependents' 

1 O benefits. 

11 (8) An insurer may not terminate or modify coverage or refuse to issue or refuse to renew a 

1 2 property or casualty policy or contract of insurance solely because the applicant or insured or any employee 

13 ot either is mentally or physically impaired. However, this subsection does not apply to accident and health 

14 insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other 

15 provision of law relating to the termination, modification, issuance, or renewal of any insurance policy or 

16 contract. 

17 (9) An insurer may not refuse to insure, Fefl:1se to eontin1:1e te ins1:1Fe, charge higher rates, or limit 

18 the amount of coverage available to an individual based solely on adverse information contained in a driving 

19 record that is 3 years old or older. However, an insurer may provide discounts to an insured based on 

20 favorable aspects of an insured's claims history that is 3 years old or older. 

21 ( 101 An insurer may not charge points on, ref1:1se to iss1:1e refuse to renew. remove an existing 

22 discount on, or surcharge a private passenger motor vehicle policy because of a claim submitted under the 

23 insured's policy if the insured was not at fault. 

24 (11) (al For the purposes of this subsection (11), "credit history" means that portion of a credit 

25 report or background report that addresses the applicant's or insured's debt payment history or lack of 

26 history but does not include public information including convictions, lawsuits, bankruptcies, or similar 

27 public information. 

28 (bl An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to 

29 continue to insure, charge higher rates, or lfmit the scope or amount of coverage or benefits available to 

30 an individual based solely on the insurer's knowledge of the individual's credit history unless: 
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1 (i) the insurer possesses substantial documentation that credit history is significantly correlated 

2 with the types of risks insured or to be insured; 

3 (ii) the insurer sends written comm1mication to the individual disclosing that the insurance coverage 

4 was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit 

5 information relating to the applicant or the insured; and 

6 (iii) upon suosequent request of the individual, mailed within 10 days of receipt of the denial, 

7 nonrenewal, or limitation, the insurer provides the individual with a copy of the credit report at issue or the 

8 name and address of a third party from whom the individual may obtain a copy of the credit report, within 

9 10 days of receipt of the request. 

1 o (c) The provisions of this subsection ( 11) are not intended to conflict with any disclosure provisions 

11 of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other 

12 credit service organizations that maintain or distribute credit histories on insurance applicants or 

13 policyholders." 

14 

15 Seetiafl 21. SeetieA 33 18 301, MCA, is affleAaeel te Feael1 

16 "33 18 301, Pfehil9ited ,elatiana with meFt1:1afiea, 111 A life iASl:IFar aREI its effieeFs, emli!leyees, 

17 er FepreeeAta1:i\tee FAar1 Aet e"1R, A=tanage, s1:119ervise, epeFate, er FAatRtaiR aA'J' FRertblary, tuneFal, er 

18 l:IREleFtaltiRg estal91isl'lmeAt iR MeRtaRa, 

19 (2) A life insurer A18'/ net eentraet or agree wit:M aAy iunerol Sireeter, fTl8FttJ8F'f, er UAder~ke, tRat 

20 tl'le f1:1'ReFal eliFeeter, 1:1ReleFtal1er, er F11erh1ery sl'lall eeREl1:1et tf:le f1:1Re,i,i er 19e Aameel 19enefieier·1 ef aAy 

21 ~-ereoA iAs1:tred av tAe iAs1:1rer. TAis subeeetien Eteee Aet ,,eRiBit a life .inauror :fFMR FAakiAg iRs1:1ranee, 

22 eleSi!jAateel 88 h1Aeral iASl:IFaAee, 8¥ailaille. 

23 (3J •" h:1noral iAst1raAee pelioy an& an1, selieito:tien material tar !!=le Ji&lisv FRU&t el.oaFl1f iAdioate that: 

24 (el tAe J;Jeliey is a life iAs1:1raAee li!F8el1:1et; 

25 11:11 the ai:ili!lioaAt may elesigAate fl=le BBAB4iieierv, li!PO,•ieleEI tf:lat tl'lere is aR ei:ililreli!riate aRel iRs1:1raele 

26 iAterest; ~ 

27 (el tAB 19eAefieiar( may 1:15B the li!FBB88SS fer BA•,' li!l:IFf;lBSe; aAelr 

28 fellffi OR•(~ BttBmJ;Jt ey 1RB iRs1:1rer er its rBli!FeGBFffCHi\l'B te ha•,e tAe iA81:1F8EI eleSi!jAate a Sli!BBifie 

29 l:lene#ieiary, iAel1:1EJing ·t:Jt:tt Aet lifllit:ed te a f&:JneFal Sireeter, MeF11::1arf, eF 1titnSeria~er, eenelil:1:11es a 11iolation 

30 ef this soetieA 1i11:1Aiehal91e es a FAieelemeaRer li!l:lrs1:11Rt ts e1:119seetieA (4) ±fil. 
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(6) An insures n:iay aesianate a funeral aireeter, n:iert1,1ary, or unaertalEer as a seeeifie benofieiary 

2 enly wAen tAe aasA value of tAe eeliey aaversely aHeets tAe ins1,1rea's finaneial eenaitien fer tAe emeese 

3 of aeterminina tAe a>railability ef meaieaia benefits. 

4 ( 11:(fil EaeA vielatien of tAis soetion constitutes a n:iisaen:ieaner punisAable by a fine of not n:iero 

5 tAan $1,000 er e·r imprisenn:ient for net mere tAan €i mentAsL er betA." 

6 

7 Section 27. Section 33-20-101, MCA, is amended to read: 

8 "33-20-101. Scope. (1) Except as provided in subsection (2), parts 1 through 5 of this chapter 

9 apply only to contracts of life insurance and annuities, other than reinsurance, group life insurance, and 

10 group annuities. 

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

Section 28. Section 33-22-107, MCA, is amended to read: 

12 

13 

14 "33-22-107. Premium increase restriction -- exception. (1) An insurer or a health service 

15 corporation that issues a policy, certificate, or membership contract covering a resident of this state may 

16 not increase a premium in an individual's or an inaiviaual aroup's individual's group disability insurance 

17 policy more frequently than once during a 12-month period unless failure to increase the premium more 

18 . frequently than once during the 12-month period would: 

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

20 (b) cause the financial impairment of the insurer to the extent that further transaction of insurance 

21 by the insurer injures or is hazardous to its policyholders or to the public. 

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

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

24 

25 Section 29. Section 33-22-508, MCA, is amended to read: 

26 "33-22-508. Conversion on termination of eligibility. (1) A group disability insurance policy or 

27 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 

28 provision that if the insurance or any portion of it on a person or the person's dependents or family 

29 members covered under the policy ceases because of termination of the person's employment or of the 

30 person's membership in the class or classes eligible for coverage under the policy or as a result of a 
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1 person's employer discontinuing the employer's business or as a result of a person's employer discontinuing 

2 the group disability insurance policy and not providihg for any other group disability insurance or plan and 

3 if the person had been insured for a period of 3 months and the person is not insured under another major 

4 medical disability insurance policy or plan, the person is entitled to have issued to the person by the insurer, 

5 without evidence of insurability, group coverage or an individual policy or, in the absence of an individual 

6 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

7 on the person or the person's dependents or family members if application for the individual policy is made 

8 and the first premium tendered to the insurer within 31 days after the termination of group coverage. 

9 (2) The individual policy or group policy, at the option of the insured, may be on any form then 

10 customarily issued by the insurer to individual or group policyholders, with the exception of a policy the 

11 eligibility for which is determined by affiliation other than by employment with a common entity. In addition, 

12 the insurer shall make available a conversion policy as required by subsection (4). 

13 (3) The premium on the individual policy or group policy must be at no more than 200% of the 

14 insurer's then customary rate applicable to the coverage of the individual or group policy. The customary 

15 rate is that rate that is normally issued for medically underwritten policies without discount for healthy 

16 lifestyles. 

17 (4) The insurer shall also make available 8R iR&iYitl1:1al .§ conversion policv, certificate, or 

18 membership contract that provides at least the level Of benefits provided by the insurer's lowest cost basic 

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

20 the insurer shall make available an iRai• .. ieual i conversion policv. certificate. or membership contract that 

21 provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of 

22 the highest rate charged for that plan." 

23 

24 Section 30. Section 33-22-903, MCA, is amended to read: 

25 "33-22-903. Definitions. As used in this part, the following definitions apply: 

26 ( 1 l "Applicant" means: 

27 (a) in the case of an individual medicare supplement policy, the person who seeks to contract for 

28 insurance benefits; and 

29 (bl in the case of a group medicare supplement policy, the proposed certificate holder. 

30 121 "Certificate" means a certificate delivered or issued for delivery in this state under a group 
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1 medicare supplement policy. 

2 (3) "Certificate form" means the form on which the certificate is delivered or issued for delivery 

3 by the issuer. 

4 (4) "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined in 

5 33-30-101, and a health maintenance organization as defined in 33-31-102. 

6 (5) "Health care expenses": 

7 (al means expenses of a health maintenance organization associated with the delivery of health 

8 care services that are analogous to incurred losses of an insurer; 

9 (b) does not include home office and overhead costs, advertising costs, commissions and other 

10 acquisition costs, taxes, capital costs, administrative costs, or claims processing costs. 

11 (6) "Issuer" includes insurance companies, fraternal benefit societies, health care service plans, 

12 health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare 

13 supplement policies or certificates. 

14 (7) "Medicare" means Health Insurance for the Aged, Title XVIII of the Social Security Amendments 

15 of 1965, as then constituted or later amended. 

16 (8) "Medicare supplement policy" means a group or individual policy of disability insurance or a 

17 subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under 

18 4~ Y.S.C. 13961 er 1396mm 42 U.S.C. 1395ss(g)(1). or a policy issued under a demonstration project 

19 authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or 

20 designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical 

21 expenses of persons eligible for medicare. The term does not include: 

22 (a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund 

23 established by one or more employers or labor organizations, or a combination of employers, organizations, 

24 and trustees, for employees or former employees, or a combination of current and former employees, or 

25 for members or former members, or a combination of current and former members, of the labor 

26 organizations; or 

27 (bl individual policies or contracts issued pursuant to a conversion privilege under a policy or 

28 contract of group or individual insurance when the group or individual policy or contract includes provisions 

29 that are inconsistent with the requirements of this part or policies issued to employees or members as 

30 additions to franchise plans in existence on April 8, 1981. 
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1 (9) "Policy form" means the form on which the policy is delivered or issued for delivery by the 

2 issuer." 

3 

4 Section 31. Section 33-22-907, MCA, is amended to read: 

5 "33-22-907. Disclosure standards -- informational brochure -- rules. ( 1) In order to provide for full 

6 and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement 

7 policy may not be delivered or issued for delivery in this state and a certificate may not be delivered 

8 pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an 

9 outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage 

1 O must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in 

11 advance of the date that the outline of coverage is delivered to any resident of this state. 

12 (2) (a) The commissioner shall prescribe the format and content of the outline of coverage required 

13 by subsection (1 I. 

14 (bl For purposes of this section, "format" means style, arrangements, and overall appearance, 

15 including such items as the size, color, and prominence of type and the arrangement of text and captions. 

16 (cl The outline of coverage must include: 

17 (i) a description of the principal benefits and coverage provided in the policy or certificate; 

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

19 {iii) a statement of the renewal provisionsL including any reservation by the issuer of a right to 

20 change premiums and disclosure of the existence of any automatic renewal premium increases based on 

21 the policyholder's or certificate holder's age; 

22 (iv) a statement that the outline of coverage is a summary of the Policy or certificate issued or 

23 applied for and that the policy or certificate should be consulted to determine governing contractual 

24 provisions. 

25 (31 The commissioner may prescribe by rule a standard form and the contents of an informational 

26 brochure for persons eligible for medicare, which is intended to improve the buyer's ability to select the 

27 most appropriate coverage and to improve the buyer's understanding of medicare. Except in the case of 

28 direct response insurance policies, the commissioner may require by rule that the information brochure be 

29 provided to any prospective insureds eligible for medicare at the same time that the outline of coverage is 

30 delivered. With respect to direct resPonse insurance policies, the commissioner may require by rule that the 
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1 prescribed brochure be provided upon request, but not later than the time of policy delivery, to any 

2 prospective insureds eligible for medicare. 

3 (4) The commissioner may adopt reasonable rules for captions or notice requirements, determined 

4 to be in the public interest and designed to inform prospective insureds that particular insurance coverages 

5 are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons 

6 eligible for medicare, other than: 

7 (a) medicare supplement policies or certificates; or 

8 (b) disability income policies+ 

9 {o) llasio, satastFOf;lhio, OF FRajoF FRBEiioal 0llf;)0RS0 f;)Olieies; 

10 {El) siRglo f;lFOFRil:IFR, RORF0R0walllo f;)0lioios; OF 

11 {o) other f;)olioios OKOef;)teEI iR 33 22 903{8). 

12 (5) The commissioner may further adopt reasonable rules to govern the full and fair disclosure of 

13 the information in connection with the replacement of accident and sickness policies or certificates by 

14 persons eligible for medicare. 

15 (6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare 

· 16 benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state 

17 shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule, 

• 18 of the changes that it has made to the medicare supplement policy or certificate." 

19 

20 Section 32. Section 33-22-910, MCA, is amended to read: 

21 "33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or 

22 certificates in this state shall provide to the commissioner for the commissioner's ro•;io1,Y or approval a copy 

23 of any medicare supplement advertising intended for use in this state, whether through written, radio, or 

24 television medium." 

25 

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

27 '"33-22-1803. Definitions. As used in this part, the following definitions apply: 

28 (1 I "Actuarial certification" means a written statement by a member of the American academy of 

29 actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance 

30 with the provisions of 33-22-1809, based upon t_he person's examination,. including a review of the 
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1 appropriate records and of the actuarial assumptions and methods used by the small employer carrier in 

2 establishing premium rates for applicable health benefit plans. 

3 (2) "Affiliate" or "affiliated" means any entity or person who directly or indirectly, through one or 

4 more intermediaries, controls, is controlled by, or is under common control with a specified entity or person. 

5 (3) • Assessable carrier" me~ms all carriers of disability insurance, including excess of loss and stop . . 
6 loss disability insurance. 

7 (4) "Base premium rate" means, for each class of business as to a rating period, the lowest 

8 premium rate charged or that could have been charged under the rating system tor that class of business 

9 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

10 with the same or similar coverage. 

11 (5) "Basic health benefit plan• means a health benefit plan, except a uniform health benefit plan, 

12 developed by a small employer carrier, that has a lower benefit value than the small employer carrier's 

13 standard benefit plan and that provides the benefits required by 33-22-1827. 

14 (6) "Benefit equivalency" means a method developed by the small employer carrier for comparing 

15 the types of health care services and articles covered under a health benefit plan with the types of health 

16 care services required to be covered under a uniform, basic, or standard health benefit plan. 

17 (7) "Benefit value" means an actuarially based method developed by the small employer carrier for 

18 comparing the value of determinable contingencies covered under a health benefit plan with the value of 

19 determinable contingencies required under a uniform, basic, or standard health benefit plan. 

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

21 (9) "Carrier" means any person who provides a health benefit plan in this state subject to state 

22 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

23 society, a health service corporation, and a health maintenance organization. For purposes of this part, 

24 companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated 

25 as one carrier, except that the following may be considered as separate carriers: 

26 (a) an insurance company or health service corporation that is an affiliate of a health maintenance 

27 organization located in this state; 

28 (b) a health maintenance organization located in this state that is an ·affiliate. of an insurance 

29 company or health service corporation; or 

30 (cl a health maintenance organization that operates only one health maintenance organization in 
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1 an established geographic service area of this state. 

2 (10) "Case characteristics" means demographic or other objective characteristics of a small 

3 employer that are considered by the small employer carrier in the determination of premium rates for the 

4 small employer, provided that gender, claims experience, health status, and duration of coverage are not 

5 case characteristics for purposes of this part. 

6 ( 11 l "Class of business" means all or a separate grouping of small employers established pursuant 

7 to33-22-1808. 

8 (12) "Dependent" means: 

9 (a) a spouse or an unmarried child under 19 years of age; 

10 {b) an unmarried child, under 23 years of age, who is a full-time student and who is financially 

11 dependent on the insured; 

12 (cl a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

13 and 33-30-1003; or 

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

15 (13) "Eligible employee" means an employee who works on a full-time basis with a normal 

16 workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include 

17 an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long 

18 as this eligibility criteria is applied uniformly among all of the employer's employees. The term includes a 

19 sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or 

20 independent contractor is included as an employee under a health benefit plan of a small employer. The 

21 term does not include an employee who works on a part-time, temporary, or substitute basis. 

22 ( 14) "Established geographic service area" means a geographic area, as approved by the 

23 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 

24 which the carrier is authorized to provide coverage. 

25 (15) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 

26 and mental health care issued by an insurance company, a fraternal benefit society, or a health service 

27 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 

28 not include: 

29 (a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

30 or disability income insurance or any other limited benefit plan; 

,s/ativ~ 
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(bl coverage issued as a supplement to liability insurance, workers' compensation insurance, or 

2 similar insurance; or 

3 (c) automobile medical payment insurance. 

4 (16) "Index rate" means, for each class of business for a rating period for small employers with 

5 similar case characteristics, the average of the applicable base premium rate and the corresponding highest 

6 premium rate. 

7 (17) "Late enrollee" means an eligible employee or dependent who requests enrollment in a health 

8 benefit plan of a small employer following the initial enrollment period during which the individual was 

9 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

1 0 a period of at least 30 days. However, an eligible employee or dependent may not be considered a late 

11 enrollee if: 

1 2 (a) the individual requests enrollment within 30 days after termination of the qualifying previous 

13 coverage and: 

14 (i) the individual was covered under qualifying previous coverage at the time of the initial 

15 enrollment; or 

16 (ii) the individual lost coverage under qualifying previous coverage as a result of termination of 

1 7 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 

18 spouse, or divorce; 

19 (b) the individual is employed by an employer that offers multiple health benefit plans and the 

20 individual elects a different plan during an open enrollment period; or 

21 {cl a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

22 a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

23 of the court order. 

24 { 18) "New business premium rate" means, for each class of business for a rating period, the lowest 

25 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

26 to small employers with similar case characteristics for newly issued health benefit plans with the same or 

27 similar coverage. 

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

29 (20) "Premium" means all money paid by a small employer and eligible employees as a condition 

30 of receiving coverage from a small employer carrier, including any fees or other contributions associated 
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1 with the health benefit plan. 

2 ( 21) "Program" means the Montana small employer health reinsurance program created by 

3 33-22-1818. 

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

5 (a) medicare cir medicaid; 

6 (b) an employer-based health insurance or health benefit arrangement that provides benefits similar 

7 to or exceeding benefits provided under the minimum basic health benefit plan; or 

8 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

9 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

10 benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided 

11 that the policy has been in effect for a period of at least 1 year. 

12 (23) "Rating period" means the calendar period for which premium rates established by a small 

13 employer carrier are assumed to be in effect. 

14 (24) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

15 pursuant to 33-22-1819. 

16 (25) "Restricted network provision" means a provision of a health benefit plan that conditions the 

17 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

18 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

19 to provide health care services to covered individuals. 

20 (26) "Small employer" means a person, firm, corporation, partnership, or association that is actively 

21 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

22 employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

23 this state or were residents of this state. In determining the number of eligible employees, companies are 

24 considered one employer if they: 

25 (a) are affiliated companies; 

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

27 (c) are members of an association that: 

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

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

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

2 (27) "Small employer carrier• means a carrier that offers health benefit plans that cover eligible 

3 employees of one or more small employers in this state. 

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

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

6 

7 Section 34. Section 33-22-1819, MCA, is amended to read: 

8 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1) 

9 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

1 0 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

11 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

12 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

13 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

14 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

15 section. The plan of operation is effective upon written approval by the commissioner. 

16 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment,. 

17 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

18 commissioner shall amend or rescind any temporary plan adopted under this subsection at the· time a plan 

19 of operation is submitted by the board and approved by the commissioner. 

20 (3) The plan of operation must: 

21 {al establish procedures for the handling and accounting of program assets and money and for an 

22 annual fiscal reporting to the commissioner; 

23 (b) establish procedures for selecting an administering carrier and setting forth the powers and 

24 duties of the. administering carrier; 

25 {cl establish procedures for reinsuring risks in accordance with the provisions of this section; 

26 {dl establish procedures for collecting assessments from assessable carriers to fund claims incurred 

27 by the program; 

28 {e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

29 fund administrative expenses incurred or to be incurred by the program; and 

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

2 (4) The program has the general powers and authority granted under the laws of this state to 

3 insurance companies and health maintenance organizations licensed to transact business, except the power 

4 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

5 (a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

6 part, including the authority, with the approval of the commissioner, to enter into contracts with similar 

7 programs of other states for the joint performance of common functions or with persons or other 

8 organizations for the performance of administrative functions; 

9 (b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

1 O and penalties for, on behalf of, or against the program or any reinsuring carriers; 

11 (c) take any legal action necessary to avoid the payment of improper claims against the program; 

1 2 (d) define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

13 policies in accordance with the requirements of this part; 

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

15 (f) establish actuarial functions as appropriate for the operation of the program; 

16 (g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

17 assistance in operation of the program, policy and other contract design, and any other function within the 

18 . authority of the program; 

19 (h) to the extent permitted by federal law and in accordance with subsection (8)(c), make annual 

20 assessments against assessable carriers and make interim assessments to fund claims incurred by the 

21 program; and 

22 (i) borrow money to effect the purposes of the program. Any notes or other evidence of 

23 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

24 assets. 

25 (5) A reinsuring carrier may reinsure with the program as provided for in this subsection (5): 

26 (a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

27 reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to 

28 the level of coverage provided in a basic or standard health benefit plan. 

29 (bl A small employer carrier may reinsure an entire employer group within 60 days of the 

30 commencement of the group's coverage under a health benefit plan. 
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1 (c) A reinsuring carrier may reinsure an eligible employee 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 initial 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 reinsuring carrter'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. 

1 O (ii) 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 labor, bureau of labor 

14 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

15 (el A small employer carrier may terminate reinsurance with the program for one or more of the 

16 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

17 (fl A small employer group health benefit plan in effect before January 1, 1994, may not be 

18 reinsured by the program until daA1:1aF'f 1, 1997, aRd tl'leR eRl•t if the board determines that sufficient 

1 9 funding sources are available. 

20 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including. 

21 utilization review, individual case management, preferred provider provisions, and other managed care 

22 provisions or methods of operation consistently with respect to reihsured 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 by the program for reinsuring small employers and individuals pursuant to this 

25 section. The methodology must include a system for classification of small employers 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 established by the board, subject to the approval of the commissioner, and must be set at 

30 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the 
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1 calendar year. For purposes of this section, expenses include administrative expenses, one-half of the 

2 program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred, 

3 adjusted to reflect retention levels required under this part. 

4 (b) Premiums for the program are as follows: 

5 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

6 base reinsurance premium rate for the group established pursuant to this subsection (6). 

7 (ii) An eligible employee or dependent may be reinsured for a rate that is five times the base 

8 reinsurance premium rate for the individual established pursuant to this subsection (6). 

9 (c) The board shall annually review the methodology established under subsection (6)(a), including 

10 the system of classification and any rating factors, to ensure that it is actuarially sound and that it 

11 reasonably reflects the claims experience of the program. The board may propose changes to the 

12 methodology that are subject to the approval of the commissioner. 

13 (d) The board may consider adjustments to the premium rates charged by the program to reflect 

14 the use of effective cost containment and managed care arrangements. 

15 (7) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

16 the premium charged to the small employer for any rating period for the coverage issued must meet the 

17 requirements relating to premium rates set forth in 33-22-1809. 

18 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner 

19 the program net loss for the previous calendar year, including administrative expenses and incurred losses 

20 for the year, taking into account investment income and other appropriate gains and losses, and the 

21 actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the 

22 previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment 

23 amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount 

24 must equal the actuarially anticipated losses for the calendar year. 

25 (b) Ii) Each assessable carrier shall share in the program in an amount determined by multiplying 

26 the total assessment amount by a fraction, the numerator of which is the number of individuals in this state 

27 covered under disability insurance by the assessable carrier and the denominator of which is the number 

28 of all individuals in this state covered under disability insurance by all assessable carriers. 

29 (ii) The board shall make a reasonable effort to ensure that each insured individual is counted only 

30 once for the purpose of assessment. The board shall require each assessable carrier that provides excess 
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1 of loss or stop loss insurance to include in its count of insured individuals all individuals whose coverage 

2 is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board 

3 shall allow an assessabl-e carrier who is an excess of loss or stop loss insurer to exclude from its count of 

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

5 (iii) The hellfEI shall hase aaeh assessable eaFFieF' s aasessmoAt en F8f!ierts jiteEI with the 

6 esmmissiener as FeeiuiFeEI 1111,r 33 22 1829. The board may use any reasonable method of estimating the 

7 number of individuals insured by an assessable carrier if the specific numbel is unknown. 

8 (cl The board shall make an annual determination in accordance with this section of each 

9 assessable carrier's liability for its share of the contribution to the program and, except as otherwise 

10 provided by this section, make an annual assessment against each assessable carrier to the extent of that 

11 liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written 

12 notice of the assessment. An assessable carrier that ceases doing business within the state is liable for 

13 assessments until the end of the calendar year in which the assessable carrier ceased doing business. The 

14 board may determine not to assess an assessable carrier if the assessable carrier's liability determined in 

15 accordance with this section does not exceed $10. 

16 {d) The board may establish and maintain program reserves not to exceed five times the actuarially 

17 anticipated losses for the calendar year. 

18 (el If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum 

19 of the administrative expenses and incurred claims for that year, the board may proportionately credit the 

20 excess to assessable carriers or it may place the excess in program reserves, subject to the limits in 

21 subsection (8)(d). 

22 (9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

23 procedures; or any other joint collective action required by this part may not be the basis of any legal 

24 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly · 

25 or separately. 

26 (10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

27 levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In 

28 establishing the standards, the board shall take into consideration the need to ensure the broad availability 

29 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

30 to provide ongoing service w small employers, the levels of compensation currently used in the industry, 
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1 and the overall costs of coverage to small employers selecting these plans. 

2 (11) The program is exempt from taxation. 

3 (12) On or before March 1 of each year, the commissioner shall evaluate the operation of the 

4 program and report to the governor and the legislature in writing the results of the evaluation. The report 

5 must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

6 appropriateness of premiums charged by the program, the level of insurance retention under the program, 

7 the cost of coverage of small employers, and any recommendations for change to the plan of operation. 

8 (13) All premiums and other money paid to the small employer carrier reinsurance program and all 

9 property and securities acquired through the use of money and interest and dividends earned on money 

10 belonging to the small employer carrier reinsurance program are solely the property of the program and 

11 must be used exclusively for the operations and obligations of the program. Money collected by the 

12 program is not subject to legislative appropriation." 

13 

14 Section 35. Section 33-22-1820, MCA, is amended to read: 

15 "33-22-1820. Periodic market evaluation -- report. The eearel s"1ell commissioner may study and 

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

17 of this part. The report must analyze the effectiveness of this part in promoting rate stability, product 

18 availability, and coverage affordability. The report may contain recommendations for actions to improve the 

19 oveqill effectiveness, efficiency, and fairness of the small employer health insurance markets. The report 

20 must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans 

21 to small employers in fulfillment of the purposes of this part. The report may contain recommendations for 

22 market conduct or other regulatory standards or action." 

23 

24 Section 36. Section 33-22-1828, MCA, is amended to read: 

25 "33-22-1828. Benefits required in standard benefit plan. (1) The minimum benefits must be equal 

26 to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per 

27 person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per 

28 family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to 

29 a maximum lifetime benefit, but a maximum, if any, may not be less than $1 million. 

30 (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 

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

3 (31 A standard health benefit plan provided by a health maintenance organization or a basic health 

4 benefit plan with a restricted network provision must provide a comparable level of benefits to those 

5 required by subsection ( 1 ), as determined by the IJeAefit eii1:1ivaleAey aAEI benefit value." 

6 

7 Section 37. Section 33-30-102, MCA, is amended to read: 

8 "33-30-102. Application of this chapter -- construction of other related laws. ( 1) All health service 

9 corporations are subject to the provisions of this chapter. In addition to the provisions contained in this 

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

11 33-3-308: 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and 

12 Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111; aAEI 33 3 701 tl=irel:l!lR 33 3 704. 

13 (2) A law of this state other than the provisions of this chapter applicable to health service 

14 corporations must be construed in accordance with the fundamental nature of a health service corporation, 

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

Section 38. Section 33-30-107, MCA, is amended to read: 

16 

17 

18 · "33-30-107. Annual statement. (1) On or before March 1 of each year, each health service 

19 corporation shall file an annual statement for the- preceding year on form No. 13 N.A.I.C. with the 

20 commissioner of insurance. This annual statement must be completed in accordance with the national 

21 association of insurance commissioners' annual statement instructions. 

22 (2) The health service corporation shall file a statement containing any other information concerning· 

23 its financial affairs that may be reasonably requested by the commissioner. 

24 (3) (a) Each health service corporation shall file electronic diskette versions of its annual and 

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

26 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

27 statements are as follows: 

28 (i) the first quarter statement is due May 15; 

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

30 (iii) the third quarter statement is due November 15. 

ulative 
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1 (bl The commissioner may exempt health service corporations operating only in Montana from 

2 these filing requirements. 

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

4 organization's .license or impose a fine not to exceed $100 a day and not to exceed $1,000 upon a health 

5 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: 

6 

7 

8 "33-31-111. Statutory construction and relationship to other laws. (1) Except as otherwise 

9 provided in this chapter, the insurance or health service corporation laws do not apply to any health 

10 maintenance organization authorized to transact business under this chapter. This provision does not apply 

11 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service 

12 corporation laws of this state except with respect to its health maintenance organization activities 

13 authorized and regulated pursuant to this chapter. 

14 (2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

15 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

16 by health professionals. 

17 13) A health maintenance organization authorized under this chapter may not be considered to be 

18 practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

19 (4) The provisions of this chapter do not exempt a health maintenance organization from the 

20 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

21 (5) The provisions of this section do not exempt a health maintenance organization from the 

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

23 33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the 

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

25 

26 Section 40. Section 33-31-211, MCA, is amended to read: 

27 "33-31-211. Annual statement -- revocation for failure to file -- penalty for false swearing. (1) 

28 Unless it is operated by an insurer or a health service corporation as a plan, each authorized health 

29 maintenance organization shall annually on or before March 1 file with the commissioner a full and true 

30 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 

2 verified by the oath of at least two principal officers of the health maintenance organization. The 

3 commissioner may iA !'lie dieeretieA waive any verification under oath. 

4 (2) At the time of filing its annual statement, the health maintenance organization shall pay the 

5 commissioner the fee for filing its statement as prescribed in 33-31-212. The commissioner may refuse to 

6 accept the fee for continuance of the insurer's certificate of authority, as provided in 33-31-21 2, may 

7 impose a penalty of $100. or may iA his diseretieA suspend or revoke the certificate of authority of a health 

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

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

1 0 (3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 ~ for 

11 each violation upon a director, officer, partner, member, insurance producer, or employee of a health 

12 maintenance organization who knowingly subscribes to or concurs in making or publishing an annual 

13 statement required by law that contains a material statement wftieA that is false. 

14 (4) The commissioner may require S1:1eR reports a6-M that the commissioner considers reasonably 

15 necessary and appropriate to enable~ the commissioner to carry out l=lis the commissioner's duties under 

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

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

18 

19 NEW SECTION. Section 41. Uniform claim forms and procedures. (1) The commissioner of 

20 insurance, after consultation with the health care advisory council, may adopt by rule uniform health 

21 insurance claim forms and uniform standards and procedures for the use of the forms and processing of 

22 claims, including the submission of claims by means of an electronic claims processing system. 

23 (2) The commissioner may contract with a private or public entity to administer and operate an 

24 electronic claims processing system. If the commissioner elects to contract for administration and operation 

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

26 

27 NEW SECTION. Section 42·. Statute of limitations. The period prescribed for the commencement 

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

29 the commissioner's discovery of the facts constituting the alleged violation. 

30 
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1 NEW SECTION. Section 43. Filing or making false statements. (1) A person may not purposely 

2 or knowingly make or cause to be made, in any document filed with the commissioner or in any proceeding 

3 before the commissioner, any statement that is, at the time and in the light of the circumstances under 

4 which it is made, false or misleading in any material respect. 

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

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

7 

8 NEW SECTION. Section 44. Credit life and disability applications. (1) The insurance producer 

9 who effects the sale of a policy or certificate of credit life and disability insurance shall sign the application. 

10 (2) An insurance company may not accept an application for credit life and disability insurance 

11 unless the application is signed by the insurance producer who effected .the sale. 

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

13 

14 NEW SECTION. Section 45. Service contract insurance. (1) Service contract insurance is a 

15 contract or agreement for a separately stated consideration or for a specific duration to: 

16 (a) perform the repair, replacement, or maintenance of property; or 

17 (bl indemnify for repair, replacement, or maintenance of property. 

18 (2) Service contract insurance does not include contracts or agreements that: 

19 (al are indemnified only by the seller or manufacturer; and 

20 (bl insure only the inherent quality of the product. 

21 

22 NEW SECTION. Section 46. Loss and loss expense reserves for property and casualty insurance. 

23 (1) (a) In determining the financial condition of a property and casualty insurer for the purpose of applying 

24 the provisions of this chapter and in any financial statement or report of an insurer, loss reserves and loss 

25 expense reserves at least equal to the amounts required under the provisions of this section must be 

26 included in the insurer's liabilities. The date from which the determination, statement, or report is made 

27 is, for the purpose of this part, the date of determination. 

28 (bl Accepted actuarial standards as adopted by the actuarial standards board must be taken into 

29 consideration for the purpose of determining the loss reserves and loss expense r_eserves. 

30 (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: 

2 (a) the aggregate estimated amounts due or to become due on account of all known losses, claims, 

3 and loss expenses incurred but not paid, including the estimated liability on any notice received by the 

4 insurer of the occurrence of any event that may result in a loss; and 

5 (b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has 

6 not been received, estimated in accordance with the insurer's prior experience, if any, or otherwise in 

7 accordance with Montana industry eata EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS 

8 STATE'S EXPERIENCE IS NOT CREDIBLE. FOR SIMILAR CONTRACTS OF INSURANCE. The estimated 

9 liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10% 

1 O of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer's surety 

11 contracts may not be less than 5% of the net premiums in force. 

12 (3) Except as provided in subsection (4), tabular reserves for outstanding losses under policies of 

13 workers' compensation insurance may be actuarially calculated for both indemnity and medical payments. 

14 The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are: 

15 (a) calculated using discounts determined with reference to actuarial tables, which incorporate 

16 mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably 

17 determinable payment stream associated with lifetime benefit cases; or 

18 (bl annuities certain, such as those arising from structured settlements. 

19 (4) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any 

20 property and casualty insurer doing business in this state, calculated in accordance with .the provisions of 

21 this section, are inadequate or excessive, the commissioner may prescribe any other method that will 

22 produce adequate and reasonable reserves. 

23 (5) The excess, if any, of statutory reserves over statement reserves must be calculated in 

24 accordance with the annual statement instructions adopted by the national association of insurance 

25 commissioners. 

26 

27 NEW SECTION. Section 47. Repealer. Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722, 

28 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, 

29 MCA, are repealed. 

30 
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1 NEW SECTION. Section 48. Codification instruction. ( 1) [Section~ 1.11 is intended to be codified 

2 as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5, apply to 

3 [section~ 1.11: 

4 (2) [Sections 4 3 aAEl 4 4 42 AND 43) are intended to be codified as an integral part of Title 33, 

5 chapter 1, part 3, and the provisions of Title 33, chapter 1, part 3, apply to [sections 4 3 aAEl 4 4 1-2 AND 

6 43]. 

7 (3) [Section 4& 44] is intended to be codified as an integral part of Title 33, chapter 21, part 1, 

8 and the provisions of Title 33, chapter 21, part 1, apply to [section 4& 44]. 

9 (4) [Section 4e 45) is intended to be codified as an integral part of Title 33, chapter 1, part 2, and 

10 the provisions of Title 33, chapter 1, part 2, apply to [section 4e 45]. 

11 (5) [Section 4-71.§1 is intended to be codified as an integral part of Title 33, chapter 2, part 5, and 

12 the provisions of Title 33, chapter 2, part 5, apply to [section 4-7 46]. 

13 

14 NEW SECTION. Section 49. Severability. If a part of [this act) is invalid, all valid parts that are 

15 severable from the invalid part remain in effect. If a part of [this act) is invalid in one or more of its 

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

1 7 applications. 

18 . -END-
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HOUSE BILL NO. 131 
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BY REQUEST OF THE STATE AUDITOR 

HB0131.03 

APPROVED BY COM ON 
BUSINESS & INDUSTRY 

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

6 FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDING /\ STATUTE OF LIMITATIO~IS FOR 

7 AGTIO~IS BROUGl,,H BY Tl-IE GOMMISSIO~IER OF l~ISURANGE; PROVIDING PENAL TIES FOR 

8 MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRING TH/\T CREDIT LIFE AND DIS/\BILITY 

9 INSUR/\NGEAPPLIGATIONS BE SIGNED BY THE l~ISURMIGE PRODUCER EFFEGTl~IG THE SALE; DEFINING 

10 "SERVICE CONTRACT INSURANCE"; AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-317, 

11 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, 

12 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, 

13 33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33-18-210, 33 18 301, 33-20-101, 

14 33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-181 9, 33-22-1820, 

15 33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS 

16 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, 

17 33-22-1203, 33-22-1204, 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 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 attorneys 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 (51 private consultants employed by the student associations of the university system with money 
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2 

3 

raised from student activity fees designated for use by those student associations; or 

(61 private consultants employed by the Montana state lottery." 

4 SECTION 2. SECTION 33-1-1205, MCA, IS AMENDED TO READ: 

5 "33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers. 

6 (1 l Each insurer, independent adjuster, independent administrator, independent consultant, and independent 

7 producer shall cooperate fully with the commissioner with respect to the provisions of this part. 

8 (21 An insurer, an officer, or an employee, er preelueer of the insurer, an independent adjuster, an 

9 independent administrator, an independent consultant, or an independent producer who has reason to 

1 O believe that an insurance fraud has been or is being committed shall provide notice of the alleged insurance 

11 fraud to the commissioner within 60 days. A producer of an insurer who has reason to believe that an 

12 insurance fraud has been or is being committed shall provide notice within 60 days of discovery of the 

13 alleged insurance fraud to the insurer who shall within 30 days of receiving notice from the producer report 

14 it to the commissioner. 

15 (3l Notice to the commissioner by an insurer who has reason to believe that an insurance fraud 

16 has been committed in connection with an insurance claim, application, or policy tolls any applicable time 

17 period, for the commissioner, in any applicable insurance statute, related insurance regulation, or applicable 

18 sections of the criminal code and tolls any time period arising under 33-18-232 or 33-18-242 regarding 

1 9 unfair claims settlement practices." 

20 

21 Section 3. Section 33-2-307, MCA, is amended to read: 

22 "33-2-307. Requirements for eligible surplus lines insurers. (1) A surplus lines insurance producer 

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

24 insurer: 

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

26 (bl is qualified under one o.f the following subsections: 

27 (il the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

28 which equals the greater of: 

29 (Al the minimum capital and surplus requirements of 33-2-109 and 33-2-11 O; or 

30 (B) $7 million. An insurer possessing less than -$e il million capital and surplus may satisfy the 
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requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The 

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

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

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

5 the surplus lines insurer's capital and surplus is less than -$-e $7 million. 

6 (ii) in the case of Lloyd's or another similar group including incorporated and unincorporated alien 

7 insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of 

8 capital and surplus for all policyholders and creditors in the United States of each member of the group. 

9 The incorporated members of the group may not engage in any business other than underwriting as a 

10 member of the group and must be subject to the same level of solvency regulation and control by the 

11 groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms 

12 and conditions established in subsection (1 )(b)(iv) for alien insurers. 

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

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

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

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

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

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

19 requirements of subsection (1 )(b)(i). 

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

21 fund in either a national bank or a member of the federal reserve system, in an amount not less than $1. 5 

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

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

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

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

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

27 the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 

28 Insurers Quarterly Listing. 

29 (c) has provided the commissioner a copy of its current annual statement, certified by the insurer 

30 Re not more 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: 

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

3 insurer; or 

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

5 domicile. 

6 (2) In the case of an insurance exchange, the statement required by subsection (1 )lc) may be an 

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

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

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

1 0 semiannually by the commissioner. This subsection does not require the commissioner to place or maintain 

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

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

13 surplus lines insurers referred to in this subsection. 

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

15 commissioner has reason to believe that it: 

16 Ii) is in unsound financial condition; 

17 Iii) is no longer eligible under subsections 11) through (3); 

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

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

20 lb) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

21 producer. 

22 15) As used in this section, the following definitions apply: 

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

24 stocks or other evidences of ownership. 

25 lb) "Surplus", as used in the financial requirements of this section, means funds over and above 

26 liabilities and capital of the insurer for the protection of policyholders." 

27 

28 Section 4. Section 33-2-317, MCA, is amended to read: 

29 "33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the 

30 following kinds of insurance when placed by a licensed insurance producer of this state: 

. Legislative 
--" Services 
:.,\f!_ivision 

- 4 - HB 131 



55th Legislature HB0l 31.03 

1 11) wet marine ans Hansf;lortation insuraneos insurance; 

2 12) insurance on subjects located, residing, or to be performed wholly outside of this state or on 

3 vehicles or aircraft owned and principally garaged outside this state; 

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

5 (4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in 

6 scheduled interstate flight or cargo of tho aircraft or against liability, other than workers' compensation and 

7 employers' liability, arising out of tho ownership, maintenance, or use of tho aircraft." 

Section 5. Section 33-2-514, MCA, is amended to read: 

8 

9 

10 "33-2-514. Reserve for disability insurance. ill For all disability insurance policies, the insurer 

11 shall maintain an active life reserve whiah shall f;llaee that places a sound value on its liabilities under SttuR 

12 the policies and that may not be f!et less than tho rosor~•o aeooraing to Of;lf;lrOf;lriato stanaards sot forth in 

13 regulations issued by tho oornrnissionor and, in no O'lont, less in tho aggregate than the pro rata gross 

14 unearned premiums for Wffi the policies. 

15 

16 

17 

18 

19 

(2) Tho 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 outstanding 

20 losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium 

21 reserve of not less than an amount computed as follows: 

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

23 insurance contracts &flall must be assigned originally to tho reserve. 

24 (bl During each of tho 20 years next following tho year in which tho title insurance contract was 

25 issued, the reserve applicable to the contract &flall must be reduced by 5% of the original amount of SttuR 

26 tho reserve. 

27 12) The reserve sums flefeifl required to be reserves by subsection (1) for unearned premiums on 

28 contracts of title insurance &flall must at all times and for all purposes be considered and constitute 

29 unearned portions of the original premiums and &flall must be hold in trust for the benefit of policyholders. 

30 (3) The reduction of tho unearned premium reserve required by subsection 11 )lb) of this seotion 
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&Rall must be made for all title insurance contracts issued after December 31, 1958, with respect to which 

2 10% of the risk premiums have been assigned to the reserve pursuant to subsection ( 1 )(a) of this seetion. 

3 In the e,·ent. that an~· title insurer has net in aeeordanse with sul3seetion I 1 )(13) of this soetion redueed the 

4 amount of its unearned premium reser>re 13y e % of the amount eri!jinally assi!jned to the reserve pwsuant 

5 to sl:113seetien 11 lla) of this sootion for years endin!l after Deeoml3er 31, 19138, and sefere January 1, 1977, 

6 the insl:lfer shall effeet sl:leh redtJetion for Sl:leh prior years durin!l its aeeountin§ )'Oar whioh insludos 

7 Deeem13er 31, 1976. If the insurer has not reduced the amount of its unearned premium reserves pursuant 

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

9 years in its next accounting year." 

10 

11 Section 7. Section 33-2-537, MCA, is amended to read: 

1 2 "33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability 

13 plans. (1) In the case of a plan of life insurance that provides for future premium determination, the 

14 amounts of which are to be determined by the insurer based on then estimates of future experience, or in 

15 the case of a plan of life insurance or annuity that is of SttOO a nature that the minimum reserves cannot 

16 be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under 

1 7 the plan must: 

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

19 (bl be computed by a method that is consistent with the principles of 33-2-521 through 33-2-529, 

20 as determined 13y Fl:lles promul§ated 13y the eemmissiener. 

21 (2) The commissioner 5Rall may promulgate a rule containing the minimum standards applicable 

22 to the valuation of disability plans." 

23 

24 Section 8. Section 33-2-704, MCA, is amended to read: 

25 "33-2-704. Insured lives reporting requirement. On or before Fel3rl:lary 1 e March 1 of each year, 

26 each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the 

27 number of Montana residents insured on February 1 under any policy of individual or group disability 

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

29 

30 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 

2 categories of investments only within applicable limits as follows: 

3 11) An insurer may not, except with the consent of the commissioner, have at any one time any 

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

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

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

7 made under 33-2-825. 

8 121 An insurer may not invest in or hold at any one time more than 10% of the outstanding voting 

9 stock of any corporation, except with the consent of the commissioner given with respect to voting rights 

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

11 wholly ownoel wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under 

12 33-2-821 . 

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

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

15 kinds of insurance, only in cash and the securities provided for ~neler the following seetions: l.!:! 

16 33-2-811(1), 33-2-812, and 33-2-830. 

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

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

19 cash, in securities, in both cash and securities, or in investments provided for lffi€let in 33-2-531. 

20 (51 Except with the commissioner's consent, an insurer may not have invested at any one time 

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

22 public utilities. 

23 161 Except with the commissioner's consent, an Afl insurer may not invest and have invested at 

24 any one time in aggregate amount more than 15 % of its assets in all stocks lffi€let provided for in 33-2-820 

25 and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes 

26 of this provision must be based on.the cost of the stocks to the insurer. This provision does not apply as 

27 to stock of a controlled or subsidiary insurance corporation or other corporations lffi€let provided for in 

28 33-2-821 and 33-2-822. 

29 171 Except with the commissioner's consent, an insurer may not have invested at any one time 

30 more than 5% of its assets in securities allowed lffi€let l.!:! 33-2-824. Money market funds, as defined by 
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1 the commissioner by rule, are exempt from the 5% limitation of this subsection. 

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

3 more than 10% of its assets in the class of securities described in an~' one of the following sections: 

4 33-2-814, 33-2-819, and 33-2-823. 

5 (9) Limits as--w of investments in tho eategory of real estate~ must be as provided in 33-2-832. 

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

7 

Section 10. Section 33-2-1359, MCA, is amended to read: 8 

9 "33-2-1359. Setoffs encl oounteFOlaims. (1) Mutual debts or mutual credits between the insurer 

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

11 the balance only shall se allowed or paid, except as provided in susseetion (2) and 33-2-1362 and 

12 subsection 12) of this section. 

13 (2) Ne/:; setoff or eounterelaiFA may not be allowed in favor of any person when: 

14 (a) the obligation of the insurer to the person would not at the date of the filing of a petition for 

15 liquidation entitle the person to share as a claimant in the assets of the insurer; 

16 (b) the obligation of the insurer to the person was purchased by or transferred to the person with 

17 a view to its being used as a setoff; or 

18 (c) the obligation of the person is to pay an assessment levied against the members or subscribers 

19 of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other 

20 way in the nature of a capital contribution0;-ef 

21 (Ell tlole esligation of the 13erson is to 13av 13reFAi1:1FAs, whether earned or unearnes, to tlole insurer." 

22 

23 

24 

Section 11. Section 33-2-1902, MCA, is amended to read: 

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

25 ( 1) "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner in 

26 accordance with 33-2-1903(5). 

27 (2) "Corrective order" means an order issued by the commissioner specifying corrective actions 

28 that the commissioner has determined are required, 

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

30 (4) "Foreign insurer" means any insurance company licensed to do business in this state under 

. Legislative 
\Services 
~\!!_fvision 

- 8 - HB 131 



55th Legislature H80131.03 

33-2-116 but not domiciled in this state. 

2 15) "Life or disability insurer" means: 

3 (a) any insurance company licensed under 33-2-116 and engaged in the business of entering into 

4 contracts of disability insurance< as described in 33-1-207< or life insurance< as described in 33-1-208; el' 

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

6 (cl any insurer engaged solely in the business of reinsurance of life or disability contracts. 

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

8 (7) "Negative trend" means, with respect to a life or health insurer, a negative trend over a period 

9 of time, as determined in accordance with the trend test calculation included in the RBC instructions. 

1 0 (8) (a) "Property and casualty insurer" means~ 

11 ill any insurance company licensed under 33-2-116 and engaged in the business of entering into 

12 contracts of property insurance< as described in 33-1-21 0< or casualty insurance< as described in 33-1-206~ 

13 (ii) any insurance company engaged solely in the business of reinsurance of property and casualty 

14 contracts: or 

15 (iii) any insurance company engaged in the business of surety and marine insurance. 

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

17 and title insurers. 

18 (9) "RBC instructions" means the RBC report< including risk-based capital instructions adopted by 

19 the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the 

20 procedures adopted by the NAIC. 

21 (10) "RBC level" means an insurer's authorized control level RBC, company action level RBC, 

22 mandatory control level RBC, or regulatory action level RBC, where: 

23 (a) "authorized control level RBC" means the number determined under the risk-based capital 

24 formula in accordance with the RBC instructions; 

25 lb) "company action level RBC" means, with respect to any insurer, the product of 2 and its 

26 authorized control level RBC; 

27 (c) "mandatory control level RBC" means the product of 0. 70 and the authorized control level RBC; 

28 and 

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

30 I 11) "RBC plan" means a comprehensive financial plan containing the elements specified in 
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1 33-2-1904(2!. If the commissioner rejects the RSC plan and it is revised by the insurer, with or without the 

2 commissioner's recommendation, the plan must be called a revised RSC plan. 

3 (12) "RSC report" means the report required in 33-2-1903. 

4 ( 13) "Total adjusted capital" means the sum of: 

5 (a) an insurer's statutory capital and surplus; and 

6 lb) other items, if any, as the RSC instructions may provide." 

Section 12. Section 33-3-303, MCA, is amended to read: 

7 

8 

9 "33-3-303. Meetings of stockholders or members. ( 1) Meetings of stockholders or members of 

1 0 a domestic insurer sMll must be held in the city or town of its principal office or place of business in this 

11 state. 

12 (2) Ne 6. meeting of stockholders or members sMll may not amend the insurer's articles of 

13 incorporation unless the proposal se to amend was included in the notice of the meeting. 

14 (3) Except with the commissioner's consent, each ~insurer shall, during the first 6 months of 

1 5 each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or 

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

17 its affairs, and shall transact St/6f\ other business as R'la~· properly ee brought before it. Not less than 20 

18 days' notice sMll must be given of St/6f\ the meeting in the manner provided in the bylaws, except where 

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

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

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

22 The notice sMll must state the purpose of the meeting, and fie business for which notice was not given 

23 may not sMll be transacted at the meeting af whieh natiea was net sa §iven. 

24 (51 If more than 15 months are allowed to elapse without an annual stockholders' or members' 

25 meeting being held, any stockholder or member may call~ for an annual meeting to be held. At any 

26 time, upon written request of any director or of any stockholders or members holding in the aggregate 

27 one-fifth of the voting power of all stockholders or members, it shall lie~ the duty of the secretary to call 

28 a special meeting of stockholders or members to be held at St/6f\ the time as that the secretary may fix, not 

29 less than 10 or more than 30 days after the receipt of the request. If the secretary fails to issue St/6f\ § call, 

30 the director, stockholders, or members making the request may do so. 
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1 (6) A stockholders' or members' meeting duly held eaf\ may be organized for the transaction of 

2 business whenever a quorum is present. Except as otherwise provided by law or the articles of 

3 incorporation: 

4 (a) the presence, in person or by proxy, of the holders of a majority of the voting power of all 

5 stockholders or of all members sRall eeAstit1:1te constitutes a quorum; 

6 (b) the stockholders or members present at a duly organized meeting eaR may continue to do 

7 business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave 

8 less than a quorum; 

9 (c) if any necessary officer fails to attend &l:lei=l 2 meeting, any stockholder or member present may 

10 be elected to act temporarily in lieu of aA•1• sueR the absent officer; 

11 (d) if a meeting cannot be er§aAi.i!ecl held because a quorum Ras Aet atteAclecl is not present, those 

12 present may adjourn the meeting to Slc¾eH 2 time as that they may determine, but in the case of any meeting 

13 called for the election of any directorL the adjournment must be to the next day and those who attend the 

14 second ef sueR acljeurnecl FAeetiA§S meeting, although less than a quorum as fixed in this section or in the 

15 ar''r:les of incorporation, sRall Ae 11ertReless constitute a quorum for the purpose of electing any director; 

16 and 

1 7 le) an annual or special meeting of stockholders or members may be adjourned to another date 

18 without new notice being given." 

Section 13. Section 33-3-307, MCA, is amended to read: 

19 

20 

21 "33-3-307. Bond of officers. (1) The president, secretary, and treasurer of e¥efV each mutual 

22 insurer or stock insurer shall each file with the commissioner and tRereafter maintain in force so long as Re 

23 that individual is &l:lei=I an officer a fidelity bond in tRe suFA et $10,000 an amount set by the commissioner 

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

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

26 individual bonds, all sueR officers may be covered under a blanket bond for the same respective amounts,~ 

27 aAcl wRieR The blanket bond sRall likewise must be filed with the commissioner. 

28 (2) The premium for the bond &flail must be payable by the insurer. 

29 (3) ~le sueR 6 bond &flail is not ee subJect to cancellation except upon written notice to both the 

30 insurer and the commissioner. delivered not less than 30 days in advance of the effective date of Slc¾eH the 
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cancellation. 

2 (4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in 

3 any way responsible for the handling of the funds of the insurer. 

4 (5) This section ~ may not be deeR1ed considered to limit the amount of bonded protection 

5 Wfl+£fl that the insurer may carry as to any officer." 

Section 14. Section 33-4-202, MCA, is amended to read: 

6 

7 

8 "33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. ( 1 l The 

9 individuals proposing to form a farm mutual insurer as referred to in 33-4 201 shall file with the 

1 0 commissioner: 

11 (al a declaration of their intention to form the corporation signed by at least 100 incorporators if 

12 a proposed state mutual insurer or by at least 25 incorporators if a proposed county mutual insurer; and 

13 lb) four copies of proposed articles of incorporation executed in tFi131ieate by three or more of the 

14 incorporators" and aelrnewledged e·~ oaoi'I eofoFe a 13eFsen ae1ti'leri,!0d te talEo and ·,10Fify ael1newled9R1ents 

15 of eenveyanee ef Feal 13F0l38Ft>,' The signatures of the incorporators must be notarized. 

16 (2) The articles of incorporation must state: 

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

18 of the name; if a county mutual insurer, the name must contain the words "farm mutual" or "rural mutual" 

19 together with the name of the county in which its principal place of business is to be located. The name 

20 may not be so similar to one already used by a corporation in this state as to be misleading. 

21 (bl if a county mutual insurer, the name of the county or counties in which the corporation is to 

22 transact insurance and the address where its principal business office will be located; 

23 (cl if a state mutual insurer, the location of its principal business office, which must be located in 

24 this state; 

25 Id) the objects and purposes for which the corporation is formed; 

26 (el whether i-t the insurer intends to transact business on the cash premium plan or the assessment 

27 plan; 

28 (fl the duration of its the corporation's existence, which may be perpetual; 

29 (g) the number of its directors, which may not be less than 5 or more than 11, and the names and 

30 addresses of the members of the initial board of directors appointed to manage the affairs of the corporation 
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1 until the first annual meeting of the members 6f\f/ at which time successors are elected and qualified; 

2 (h) other provisions, not inconsistent with law, considered appropriate by the incorporators; 

3 Ii) the names, residences, and addresses of the incorporators and the value of their property to be 

4 insured in the county or counties where the operations of the corporation are to be earriee oA transacted. 

5 (3) At the time of filing of the articles of incorporation as provided in subsection (1 ), the 

6 incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall deposit the fees 

7 with the state treasurer to the credit of the general fund." 

8 

9 Section 15. Section 33-4-203, MCA, is amended to read: 

10 "33-4-203. Approval of articles -- commencement of corporate existence. 11) If the commissioner 

11 finds the proposed articles of incorporation to be in accordance with the provisions of this chapter and not 

12 in conflict with the constitution and laws of the United States of America or of this state, the commissioner 

13 shall make a certificate of the facts. 

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

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

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

17 (3) When the proposed articles of incorporation have been approved by the commissioner, the 

18 commissioner shall endorse the GOA'IA'lissioAer's approval upon each set of the articles and forward tf\fee 

19 four sets of articles to the incorporators. The incorporators shall file one of the sets of articles with the 

20 secretary of state, one set with the commissioner bearing the certification of the secretary of state, and 

21 one set with the county clerk of the county in which the principal place of business of the corporation is 

22 located and shall pay to the secretary of state and the county clerk the customary filing fees. The remaining 

23 set of articles must be made a part of the corporation's records. 

24 (4) The corporation has legal existence upon the approval of the articles by the commissioner and 

25 completion of the filings referred to in subsection (3), but it may not transact business as an insurer until 

26 it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505." 

27 

28 

29 

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 

30 members present at any annual meeting or at any special meeting of A'leA'ibers called for that purpose, 
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1 amend its articles of incorporation to extend its corporate duration or ifl any other particular within the 

2 scope of thi,s chapter by causing amended articles to be filed in the same form and manner as required for 

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

4 this title. The amended articles of incorporation &i=lall may be signed only by the president and secretary of 

5 the corporation and attested by the corporate seal. Notice of the proposed amendment &i=lall must be 

6 contained in the notice ~ of an•, stJeh the annual or special meeting." 

7 

Section 17. Section 33-4-313, MCA, is amended to read: 8 

9 "33-4-313. Annual statement repert filiA!J. µ+ The president and secretary of every each 

10 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal thereto 

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

12 annual statement for the preceding calendar year showing the condition of Stief\ the insurer as of December 

13 31 of Stief\ the preceding year and exhibiting the following facts: 

14 fetill the names of the president and secretary; 

15 fat@ the date of the annual meeting; 

16 Mill the amount of insurance in force; 

17 fatill the number of members; 

18 fet_[fil the number of assessments made during the year; 

19 ffHfil the amount paid in losses during the year; 

20 ffitlli the amount of the losses claimed and not paid, with the reason for nonpayment; 

21 fhlifil the number of members withdrawn, suspended, and expelled during the year; 

22 filifil the number of new members admitted during the year; 

23 #H.1.Ql the expenses during the year; 

24 tkH.111 the amount of money on hand; 

25 +1+.LJ2l the amount and character of the insurer's assets; 

26 -!mt@ the amount of the insurer's liabilities, including any reserves required to be established 

27 under this chapter; and 

28 WJ.11l Stief\ other information concerning the insurer's affairs as that the commissioner may 

29 reasonably require. 

30 (2) A report ef an insl:lrer's e11penelitl:lres fer eell:leatienal pl:lrpeses, if anv, fer the preeeelin§ year 
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1 FAl:Jst ee files with the oeFAFAissiener at tho saFAe tiFAe ana in eenj1:Jnetien ,,..,ith the ann1:Jal re13ort of s1:Joh 

2 ins1,1rer, as FOEf1:Jiroa 1,1naer 33 4 4 04." 

Section 18. Section 33-4-314, MCA, is amended to read: 

3 

4 

5 "33-4-314. Annual statement -- exclusive report -- penalty for failure to file. (1) Ne 6. report, 

6 statement, or return of any nature 5l'l-all may not be required of any farm mutual insurer other than those 

7 required by 33-4-313. 

8 (2) The commissioner may: 

9 ifil suspend or revoke the certificate of authority of any insurer failing to file its annual statement 

10 as required; or 

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

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

Section 19. Section 33-5-402, MCA, is amended to read: 

13 

14 

15 "33-5-402. Contributions to insurer. The attorney or other parties may advance to a domestic 

16 reciprocal insurer upon reasonable terms 6l:lei=I funds as that it may require from time to time in its 

17 operations. Sums se advanced 5l'l-all may not be treated as a liability of the insurer" ana, euoe13t Except upon 

18 liquidation of the insurer, shall net ee witharawn er re13aia e*ee13t 01:Jt of the ins1:Jrer's realized earned 

19 s1:Jr13l1,1s in eirness ef its FAiniFA1,1FA reEt1:1irea s1:1r13l1:1s during any calendar year, the total of withdrawals and 

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

21 10% of the sums advanced as of the previous December 31. ~le s1:1eh 6. withdrawal or repayment &i=lall may 

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

23 or to loans for which security is given." 

24 

25 Section 20. Section 33-10-202, MCA, is amended to read: 

26 "33-10-202. Definitions. As used in this part, the following definitions apply: 

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

28 (2) "Association" means the Montana life and health insurance guaranty association created under 

29 33-10-203. 

30 (3) "Contractual obligation" means any obligation under covered policies. 
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1 (4) "Covered policy" means any policy or contract within the scope of this part under sueseetiens 

2 33-10-201 (4) through (6) et 33 10 201. 

3 (5) "Impaired insurer" means: 

4 (a) an insurer whieh after Jul•t 1, 197 4, that becomes insolvent and is placed under a final order 

5 of liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

6 (bl an insurer considered by the commissioner after Julv 1, 1974, to be unable or potentially unable 

7 to fulfill its contractual obligations. 

8 16) (al "Member insurer" means any insurer that is licensed or that holds a certificate of authority 

9 to transact any kind of insurance in this state for which coverage is provided under 33 2 201 33-10-201 

1 O and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended, 

11 revoked, not renewed, or voluntarily withdrawn. 

12 (b) The term does not include: 

1 3 (il a health service corporation; 

14 (ii) a health maintenance organization; 

15 (iii) a fraternal benefit society; 

16 (iv) a mandatory state pooling plan; 

17 (v) a mutual assessment company or any entity that operates on an assessment basis; 

18 (vi) an insurance exchange; or 

19 (vii) an entity similar to any of the entities listed in subsections I6)(b)(i) through (6)(b)(vi). 

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

21 (8) ifil "Premiums" means direct gross insurance premiums and annuity considerations written on 

22 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

23 policyholders on the direct business. 

24 l!2l "FlreF11iuF11s" ae The term does not include premiums and considerations on contracts between 

25 insurers and reinsurers. 

26 ill As used in 33-10-227, "13reFRiuFRs" premiums are those for the calendar year preceding the 

27 determination of impairment. 

28 (9) "Resident" means any person who resides in this state at the time that the impairment is 

29 determined and to whom contractual obligations are owed. 

30 ( 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 

2 individual by the insurer under the contract or certificate." 

3 

4 SECTION 21. SECTION 33-15-1105, MCA, IS AMENDED TO READ: 

5 "33-15-1105. Nonrenewal -- renewal premium. 11) ill An insured has a right to reasonable notice 

6 of nonrenewal. Unless otherwise provided by statute or unless a longer term is provided in the policy, at 

7 least 30 days prior to the expiration date provided in the policy, an insurer who does not intend to renew 

8 a policy beyond the agreed expiration date shall mail or deliver to the insured a notice of such intention. 

9 The insurer shall also mail or deliver a copy to the insured's insurance producer. 

1 O (b) Notification or nonrenewal to the insured's insurance producer via electronic transfer of data 

11 or by electronic data retrieval device meets the requirement of a mailed or delivered copy. 

12 (2) An insurer shall give notice of premium due not more than 60 days or less than 10 days before 

13 the due date of a renewal premium. The notice must clearly state the effect of nonpayment of the premium 

14 on or before the due date. 

15 (3) Subsections ( 1) and (2) do not apply if: 

16 (a) the insured has obtained insurance elsewhere, has accepted replacement coverage, or has 

17 requested or agreed to nonrenewal; or 

18 (b) the policy is expressly designated as nonrenewable." 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 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. If the insured has not been 

so notified, he rna•r eansel the renewal 13olie•r within 30 days after reeei11in9 the notiee. The insurer shall 

eontinue ee11era9e for a peri □ El of not less than 30 days after rnailin9 or Eleli11ery of the notiee. If the insured 

terminates the 13eliov ,..,·ithin the 30 dav period, the insurer shall salsulate the earneel 13rerniurn 13ro rata 

based upon the prior peliev's rate. The new rate is effeeti,1e enlv after the requireel 30 aav notification 

13eri0El has beeA rnet. If the insured does not terrnInate the 13olicy, the rirernIurn insrease anel other shan9es 

are effecti11e the day followin§ the ririor 13olis•(s ei.13Iration or anni.,ersary date. 
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1 (2) This section does not apply if the increase in the rate or the rating plan, or both, results from 

2 a classification change based on the altered nature or extent of the risk insured against." 

3 

4 Section 23. Section 33-16-1027, MCA, is amended to read: 

5 "33-16-1027. Rate filing review. (1) The commissioner shall review each insurance filing to ensure 

6 compliance with the following guidelines: 

7 (a) The effective date of each workers' compensation insurer or advisory organization filing must 

8 be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the 

9 date on which the filing is received by the commissioner or the date of receipt of the information furnisnt:lu 

10 in support of the filing, if the supporting information is required by the commissioner. 

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

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

13 (c) A filing is considered to have met the requirements of this part unless disapproved by the 

14 commissioner within the period described in subsection ( 1 )(a) or any extension of the period. 

15 (2) Whenever a filing is not accompanied by the information required under this section, the 

16 commissioner shall inform the filer of the deficiency within 4-G 30 days of the initial filing. The filing is 

17 considered made when the required information is furnished or when the filer certifies to the commissioner 

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

19 

20 

21 

Section 24. Section 33-17-102, MCA, is amended to read: 

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

22 (1) "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

23 contractor or as the employee of an independent contractor or for fee or commission investigates and 

24 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

25 The term does not include a: 

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

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

28 (c) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

29 issued by the insurer; or 

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

3 act as an adjuster. 

4 (3) (a) "Administrator" means a person who collects charges or premiums from residents of this 

5 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

6 claims on these coverages. 

7 (bl The term does not mean: 

8 (i) an employer on behalf of its employees or on behalf of the employees of one or more 

9 subsidiaries of affiliated corporations of the employer; 

1 0 (ii) a union on behalf of its members; 

11 (iii) (A) an insurer that is either authorized in this state or acting as an insurer with respect to a 

12 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

13 authorized to transact insurance; or 

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

15 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

16 whose activities are limited exclusively to the sale of insurance; 

17 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

18 creditor and its debtors; 

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

20 of the trust; 

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

22 and employees of the trust; 

23 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

24 401 (f) of the Internal Revenue Code or the agents and employees of the custodian; 

25 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

26 by federal or state banking authorities; 

27 (x) a company that issues credit cards and that advances for and collects premiums or charges 

28 from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

29 6f 

30 (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 

2 disability insurance or annuities~: or 

3 (xii) a person appointed as a managing general agent in this state whose activities are limited 

4 exclusively to those described in 33-2-1501 ( 10) and Title 33, chapter 2, part 16. 

5 (4) "Administrator license" means a document issued by the commissioner that authorizes a person 

6 to act as an administrator. 

7 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates ari 

8 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

9 advice on an insurance policy, annuity, or pension contract, plan, or program. 

10 (6) "Consultant license" means a document issued by the commissioner that authorizes a person 

11 to act as an insurance consultant. 

12 (7) "Controlled business" means insurance procured or to be procured by or through a person upon 

13 the life, person, property, or risks of the person or the person's spouse, employer, or business. 

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

15 or association. 

16 (9) "Insurance producer", except as provided in 33-17-103: 

17 (a) means: 

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

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

20 (Bl membership contracts as defined in 33-30-101; 

21 (ii) a managing general agent. For purposes of this chapter, the term "managing general agent" has 

22 the same meaning as set forth in 33-2-1501. 

23 (bl does not mean a customer service representative. For purposes of this definition, a "customer 

24 service representative" means a salaried employee of an insurance producer who assists and is responsible 

25 to the insurance producer. 

26 (10) "License" means a document issued by the commissioner that authorizes a person to act as 

27 an insurance producer for the kinds of insurance specified in the document. The license itself does not 

28 create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding 

29 agreement. 

30 (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." 

2 

3 Section 25. Section 33-17-212, MCA, is amended to read: 

4 "33-17-212. Examination required --exceptions -- fees. (1) Except as provided in subsection (7), 

5 an individual applying for a license shall pass a written examination. The examination must test the 

6 knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application 

7 is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this 

8 state. The examination must be developed and conducted under rules adopted by the commissioner. 

9 (2) The commissioner may conduct the examination or make arrangements, including contracting 

10 with an outside testing service, for administering the examination and collecting the fees required by 

11 33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination 

12 from the applicant. 

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

14 (4) An individual who fails to appear for the examination as scheduled or fails to pass the 

1 5 examination may reapply for an examination and shall remit all required fees and forms before being 

16 rescheduled for another examination. 

17 (5) If the applicant is a partnership or corporation, each individual who is to be named in the license 

18 as having authority to act for the applicant in its insurance transactions under the license shall take the 

19 examination. 

20 (6) Examination of an applicant for a license must cover all of the kinds of insurance for which the 

21 applicant has applied to be licensed, as constituted by any one or more of the following classifications: 

22 (a) life insurance; 

23 (bl disability insurance; 

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

25 insurance. 

26 (d) casualty insurance; 

27 (e) surety insurance; 

28 (f) credit life and disability insurance; 

29 (g) title insurance. 

30 (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 

2 be transacted as of or immediately prior to January 1, 1961, and thereafter eontinlding who continues to 

3 be licensed; 

4 (b) an applicant for.§ license covering the same kind or kinds of insurance as to which the applicant 

5 was licensed in this state, other than under a temporary license, within the 12 months immediately 

6 preceding the date of application unless the commissioner has suspended, revoked, or refused to continue 

7 the previous license, except that this subsection ill(b) does not apply to a title insurance producer, as 

8 defined in 33-25-105; 

9 (c) an applicant for.§ license as Ji nonresident insurance producer; 

1 0 (d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides 

11 certification from an appropriate governmental agency to the commissioner that Re the applicant is qualified 

1 2 to sell the insurance; 

13 (e) transportation ticket agents of common carriers applying for.§ license to solicit and sell only: 

14 Ii) accident insurance ticket policies; or 

1 5 (ii) insurance of personal effects while being carried as baggage on a common carrier, as incidental 

16 to their duties as transportation ticket agents; 

17 (f) an association applying for.§ license under 33-17-211; 

18 (g) a mechanical breakdown insurance producero;, 

19 (h) a service contract insurance producer: or 

20 Will an individual who, within 60 days of cancellation of a license issued by the state of the 

21 individual's residence, files with the commissioner a current letter of clearance certifying that the individual 

22 has passed an examination and held an insurance license in good standing in the individual's state of 

23 licensure, except that the individual shall take an examination pertaining to this state's law and each kind 

24 of insurance for which the individual has applied for a license and wfliBfl that is not covered under the -.-
25 license held in the other state." 

26 

27 Section 26. Section 33-17-301, MCA, is amended to read: 

28 "33-17-301 . Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. I 1 ) A 

29 person may not 1n this state act as or hold himself the person out to be an adjuster in this state unless 

30 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 

2 adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee 

3 provided in 33-2-708. 

4 (21 To be licensed as an adjuster, the applicant: 

5 (a) must be an individual 18 yl:lars of age or more; 

6 (bl must be a resident of Montana or resident of another state that will permit residents of Montana 

7 regularly to act as adjusters in the other state; 

8 (c) must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law 

9 school or have had experience or special education or training as to the handling of loss claims under 

1 0 insurance contracts of sufficient duration and extent reasonably to make fliffi the applicant competent to 

11 fulfill the responsibilities of an adjuster; 

12 (di must be trustworthy and of good character and reputation; and 

13 (e) 5flttll must have and shall maintain in this state an office accessible to the public and shall keep 

14 in the office for not less than 5 years the usual and customary records pertaining to transactions under the 

15 license. This provision does not prohibit maintenance of the office in the home of the licensee. 

16 (31 A partnership or corporation, whether or not organized under the laws of this state, may be 

17 licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately 

18 licensed or is named in the partnership or corporation adjuster license and is qualified for an individual 

19 adjuster license. An additional full license fee must be paid for each individual in excess of one named in 

20 the partnership or corporation adjuster license to exercise its powers. 

21 (41 An adjuster license or qualifications are not required for an adjuster who is sent into this state 

22 by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or 

23 making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses 

24 resulting from a catastrophe common to all losses. 

25 (5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The 

26 license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708, 

27 accompanied by a written request for renewal. 

28 (61 The commissioner may adopt rules providing for the examination, licensure, bonding, and 

29 regulation of public adjusters." 

30 
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Section 27. Section 33-17-1203, MCA, is amended to read: 

2 "33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under 

3 subsection (4): 

4 (a) a person licensed to act as an insurance producer for property, casualty, surety, or title 

5 insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10 

6 credit hours of approved continuing education; 

7 (b) a person licensed to act as an insurance producer for life or disability insurance or as a 

8 consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved 

9 continuing education; 

1 O (c) a person holding multiple licenses shall, during each calendar year, complete at least 15 credit 

11 hours of approved continuing education; 

12 (d) a person licensed to act as an insurance producer only for credit life and disability insurance 

13 shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of 

14 insurance law, ethics, or credit life and disability insurance; 

1 5 (e) a person licensed as an insurance producer or consultant shall, during each biennium, complete 

16 at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and 

17 administrative rules. 

18 (2) If a person licensed as an insurance producer or consultant completes more credit hours of 

19 approved continuing education in a year than the minimum required in subsection (1), the excess credit 

20 hours may be carried forward and applied to the continuing education requirements of the next year. 

21 ( 3) The commissioner may, for good cause sl=!ewf,, grant an extension of time, not to exceed 

2 2 year, during which the requirements imposed by subsection ( 1) may be completed. 

23 (4) The minimum continuing education requirements do not apply to: 

24 (a) a person licensed to sell any kind of insurance for which an examination is not required under 

25 33-17-212(7)(d) through t++ffi+ 1ZilllJ.; 

26 lb) a person holding a temporary license issued under 33-17-216; 

27 (cl a nonresident licensee who must meet continuing education requirements in the licensee's state 

28 of residence if that state aooords grants substantially similar privileges to and has similar requirements e4 

29 for residents of this state: 

30 (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 

(el an insurance producer or consultant otherwise exempted by the commissioner." 

Section 28. Section 33-18-210, MCA, is amended to read: 

2 

3 

4 

5 "33-18-210. Unfair discrimination and rebates prohibited -- property, casualty, and surety 

6 insurances. (1 l A title, property, casualty, or surety insurer or an employee, representative, or insurance 

7 producer of an insurer may not, as an inducement to purchase insurance or after insurance has been 

8 effected, pay, allow, et give, or offer to pay, allow, or give, directly or indirectly, a: 

9 (al rebate, discount, abatement, credit, or reduction of the premium named in the insurance policy; 

1 O (b) special favor or advantage in the dividends or other benefits to accrue on the policy; or 

11 (cl valuable consideration or inducement not specified in the policy, except to the extent provided 

12 for in an applicable filing with the commissioner as provided by law. 

13 (21 An insured named in a policy or an employee of the insured may not knowingly receive or 

14 accept, directly or indirectly, a: 

15 (al rebate, discount, abatement, credit, or reduction of premium; 

16 (bl special favor or advantage; or 

17 (cl valuable consideration or inducement. 

18 (3) An insurer may not make or permit unfair discrimination in the premium or rates charged for 

19 insurance, in the dividends or other benefits payable on insurance, or in any other of the terms and 

20 conditions of the insurance either between insureds or property having like insuring or risk characteristics 

21 or between insureds because of race, color, creed, religion, or national origin. 

22 (4) This section may not be construed as prohibiting the payment of commissions or other 

23 compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning 

24 lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or 

2 5 subscribers. 

26 (5l An insurer may not make or permit unfair discrimination between individuals or risks of the 

27 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or 

28 limiting the amount of insurance coverage on a property or casualty risk because of the geographic location 

29 of the risk, unless: 

30 (al the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for 

: Legislative 
\.Services 

~-. Division ·-
- 25 - HB 131 



5 5th Legislature HB0131.03 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

unfair discrimination; or 

(bl 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: 

(al 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. 

(71 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, modification, issuance, or renewal of any insurance policy or 

contract. 

(9) An insurer may not refuse to insure, refuse te eeAtiRue te iAsure, 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, refuse te 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) la) 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, 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 

2 continue to insure, charge higher rates, or limit the scope or amount of coverage or benefits available to 

3 an individual based solely on the insurer's knowledge of the individual's credit history unless: 

4 (i) the insurer possesses substantial documentation that credit history is significantly correlated 

5 with the types of risks insured or to be insured; 

6 (ii) the insurer sends written communication to the individual disclosing that the insurance coverage 

7 was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit 

8 information relating to the applicant or the insured; and 

9 (iii) upon subsequent request of the individual, mailed within 10 days of receipt of the denial, 

1 O nonrenewal, or limitation, the insurer provides the individual with a copy of the credit report at issue or the 

11 name and address of a third party from whom the individual may obtain a copy of the credit report, within 

12 10 days of receipt of the request. 

13 (c) The provisions of this subsection (11) are not intended to conflict with any disclosure provisions 

14 of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other 

15 credit service organizations that maintain or distribute credit histories on insurance applicants or 

16 policyholders." 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Seetien 27. Seetion 33 18 301, MCA, is aFRended to Foad: 

"33 18 3Q1. PFol:lilliteEI rnlatiens witl:I moFtuaFies. (11 A life insureF and its oHieeFs, employees, 

or representatives ma~· not ov,·n, mana90, s1:1pePo'iso, operate, or maintain any mort1:1aP,', funeral, or 

1:1ndertal,in§ estaBlishment in Montana. 

(21 A life inst1rer may not eontraet or a§Fee with any ft1neral direeter, mortuary, or t1ndertal(er that 

the f1:1neral direster, t1ndertakor, er morwary shall eonEl1:1et the funmal or Be named Bonefieiary of any 

person inswod BY tho inst1ror. This st1Bseetion Eloes not prohisit a life insuFeF from mal,in§ insurance, 

desi§nateEl as h1neral insuranee, a•,ailaele. 

(31 A funeral inswanee poliey ans any selieitation material for the policy rnust clearly indicate that: 

(al the polie•r is a life inst1ranee proEluet; 

(e) tho app/ieant rnay Elesi9nate the eonefieiary, pr011iEle0 that there is an appropriate anEI insurasle 

interest; ~ 

(el the senofieiary R1ay use tho proeeeEls for any purpose; anEI" 
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2 

3 

4 

5 

6 

7 

8 

9 

(Ellill aA'f &!:ti:_ aneFApt 13y tAe iAsurer er its reJ3FeseAtative to Aa.,.e tAe iAsureEl aesi§Aate a specific 

13eAefioiary, iAeluEliA!l 13ut Aet liFAitea to a fuAeral direetor, mortuary, er uAElertal(er, eeAstitutes a violatioA 

ef tAis sectioA puAisAal3le as a misdemeaAor pursuaAt to sul3seetioA ( q l ™· 
(el AA iAsured may desiaAate a fuAeral Elireotor, A'1BrtuaP(, or UAElertalter as a specific 13eAefieiary 

oAIV wAeA tAe easA value ef tAe peliB'p' aEl•fersely affeets tAe iAsurea's fiAaAeial eoAditioA for the purpose 

of EletermiAiAa tAe availal3iliW ef FAedicaid eeAefits. 

(q)™ EacA ... iolatioA of tAis seetioA eoAstitutos a A'1isdemeaAor puAisAaele B'f a fiAe of not mere 

tAaA $1,000 or ey impriseAA'1eAt for Rot A'10re tAaA 6 FAontAsL or eotA." 

1 O Section 29. Section 33-20-101, MCA, is amended to read: 

11 "33-20-101. Scope. (11 Except as provided in subsection (2), parts 1 through 5 of this chapter 

12 apply only to contracts of life insurance and annuities, other than reinsurance, group life insurance, and 

13 group annuities. 

14 (21 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: 

15 

16 

17 "33-22-107. Premium increase restriction ·· exception. (1 I An insurer or a health service 

18 corporation that issues a policy, certificate, or membership contract covering a resident of this state may 

19 not increase a premium in an individual's or an inai~·iaual grou!C)'s individual's group disability insurance 

20 policy more frequently than once during a 12-month period unless failure to increase the premium more 

21 frequently than once during the 12-month period would: 

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

23 (bl cause the financial impairment of the insurer to the extent that further transaction of insurance 

24 by the insurer injures or is hazardous to its policyholders or to the public. 

25 (21 Subsection (1) does not apply to a premium increase necessitated by a state or federal law, 

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

27 

28 

29 

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 

30 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 
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2 

3 

4 

5 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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, 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 individual or group policyholders, with the exception of a policy the 

eligibility for which is determined by ~ffiliation 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 imli~•idual ~ 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 an indi11idual £! 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: 

( 11 "Applicant" means: 

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

2 (bl in the case of a group medicare supplement policy, the proposed certificate holder. 

3 (2l "Certificate" means a certificate delivered or issued for delivery in this state under a group 

4 medicare supplement policy. 

5 (3l "Certificate form" means the form on which the certificate is delivered or issued for delivery 

6 by the issuer. 

7 (41 "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined in 

8 33-30-101, and a health maintenance organization as defined in 33-31-102. 

9 (5l "Health care expenses": 

1 O (al means expenses of a health maintenance organization associated with the delivery of health 

11 care services that are analogous to incurred losses of an insurer; 

1 2 (bl does not include home office and overhead costs, advertising costs, commissions and other 

13 acquisition costs, taxes, capital costs, administrative costs, or claims processing costs. 

14 (6l "Issuer" includes insurance companies, fraternal benefit societies, health care service plans, 

15 health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare 

16 supplement policies or certificates. 

17 (7l "Medicare" means Health Insurance for the Aged, Title XVIII of the Social Security Amendments 

18 of 1965, as then constituted or later amended. 

19 (Bl "Medicare supplement policy" means a group or individual policy of disability insurance or a 

20 subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under 

21 q2 U.~.G. 1a86I or 1a86mm 42 U.S.C. 1395ss(g){1), or a policy issued under a demonstration project 

22 authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or 

23 designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical 

24 expenses of persons eligible for medicare. The term does not include: 

25 (a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund 

26 established by one or more employers or labor organizations, or a combination of employers, organizations, 

27 and trustees, for employees or former employees, or a combination of current and former employees, or 

28 for members or former members, or a combination of current and former members, of the labor 

29 organizations; or 

30 (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 

2 that are inconsistent with the requirements of this part or policies issued to employees or members as 

3 additions to franchise plans in existence on April 8, 1981. 

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

5 issuer." 

6 

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

8 "33-22-907. Disclosure standards -- informational brochure -- rules. ( 1) In order to provide for full 

9 and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement 

10 policy may not be delivered or issued for delivery in this state and a certificate may not be delivered 

11 pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an 

12 outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage 

13 must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in 

14 advance of the date that the outline of coverage is delivered to any resident of this state. 

15 (2) (a) The commissioner shall prescribe the format and content of the outline of coverage required 

16 by subsection ( 1). 

17 (b) For purposes of this section, "format" means style, arrangements, and overall appearance, 

18 including such items as the size, color, and prominence of type and the arrangement of text and captions. 

19 (c) The outline of coverage must include: 

20 (i) a description of the principal benefits and coverage provided in the policy or certificate; 

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

22 (iii) a statement of the renewal provisionsL including any reservation by the issuer of a right to 

23 change premiums and disclosure of the existence of any automatic renewal premium increases based on 

24 the policyholder's or certificate holder's age; 

25 (iv) a statement that the outline of coverage is a summary of the policy or certificate issued or 

26 applied for and that the policy or certificate should be consulted to determine governing contractual 

27 provisions. 

28 (3) The commissioner may prescribe by rule a standard form and the contents of an informational 

29 brochure for persons eligible for medicare, which is intended to improve the buyer's ability to select the 

30 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 

2 provided to any prospective insureds eligible for medicare at the same time that the outline of coverage is 

3 delivered. With respect to direct response insurance policies, the commissioner may require by rule that the 

4 prescribed brochure be provided upon request, but not later than the time of policy delivery, to any 

5 prospective insureds eligible for medicare. 

6 (41 The commissioner may adopt reasonable rules for captions or notice requirements, determined 

7 to be in the public interest and designed to inform prospective insureds that particular insurance coverages 

8 are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons 

9 eligible for medicare, other than: 

1 O (al medicare supplement policies or certificates; or 

11 (bl disability income policies+ 

12 (e) easie, eatastF0191'lie, or ffiajor ffiedieal eKpense 19olieies; 

13 (di single 19reffiiLIA'l, nonrenewaele 19olieies; or 

14 (e) et1'ler 19olieies eKee19ted in 33 22 903!81. 

15 (5) The commissioner may further adopt reasonable rules to govern the full and fair disclosure of 

16 the information in connection with the replacement of accident and sickness policies or certificates by 

17 persons eligible for medicare. 

18 (61 As soon as practicable, but no later than 30 days before the annual effective date of a medicare 

19 benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state 

20 shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule, 

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

22 

23 Section 34. Section 33-22-910, MCA, is amended to read: 

24 "33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or 

25 certificates in this state shall provide to the commissioner for the commissioner's review or approval a copy 

26 of any medicare supplement advertising intended for use in this state, whether through written, radio, or 

27 television medium." 

28 

29 

30 

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 

2 actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance 

3 with the provisions of 33-22-1809, based upon the person's examination, including a review of the 

4 appropriate records and of the actuarial assumptions and methods used by the small employer carrier in 

5 establishing premium rates for applicable health benefit plans. 

6 (21 "Affiliate" or "affiliated" means any entity or person who directly or indirectly, through one or 

7 more intermediaries, controls, is controlled by, or is under common control with a specified entity or person. 

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

9 loss disability insurance. 

10 (4) "Base premium rate" means, for each class of business as to a rating period, the lowest 

11 premium rate charged or that could have been charged under the rating system for that class of business 

1 2 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

13 with the same or similar coverage. 

14 15) "Basic health benefit plan" means a health benefit plan, except a uniform health benefit plan, 

15 developed by a small employer carrier, that has a lower benefit value than the small employer carrier's 

16 standard benefit plan and that provides the benefits required by 33-22-1827. 

17 (6) "Benefit equivalency" means a method developed by the small employer carrier for comparing 

18 the types of health care services and articles covered under a health benefit plan with the types of health 

19 care services required to be covered under a uniform, basic, or standard health benefit plan. 

20 17) "Benefit value" means an actuarially based method developed by the small employer carrier for 

21 comparing the value of determinable contingencies covered under a health benefit plan with the value of 

22 determinable contingencies required under a uniform, basic, or standard health benefit plan. 

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

24 19) "Carrier" means any person who provides a health benefit plan in this state subject to state 

25 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

26 society, a health service corporation, and a health maintenance organization. For purposes of this part, 

27 companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated 

28 as one carrier, except that the following may be considered as separate carriers: 

29 (al an insurance company or health service corporation that Is an affiliate of a health maintenance 

30 organization located in this state; 
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(bl a health maintenance organization located in this state that is an affiliate of an insurance 

2 company or health service corporation; or 

3 (c) a health maintenance organization that operates only one health maintenance organization In 

4 an established geographic service area of this state. 

5 ( 10) "Case characteristics" means demographic or other objective characteristics of a small 

6 employer that are considered by the small employer carrier in the determination of premium rates for the 

7 small employer, provided that gender, claims experience, health status, and duration of coverage are not 

8 case characteristics for purposes of this part. 

9 (11) "Class of business" means all or a separate grouping of small employers established pursuant 

10 to 33-22-1808. 

11 (12) "Dependent" means: 

12 (a) a spouse or an unmarried child under 19 years of age; 

13 (b) an unmarried child, under 23 years of age, who is a full-time student and who is financially 

14 dependent on the insured; 

15 (c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

16 and 33-30-1003; or 

17 (d) any other individual defined as a dependent in the health benefit plan covering the employee. 

18 (13) "Eligible employee" means an employee who works on a full-time basis with a normal 

19 workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include 

20 an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long 

21 as this eligibility criteria is applied uniformly among all of the employer's employees. The term includes a 

22 sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or 

23 independent contractor is included as an employee under a health benefit plan of a small employer. The 

24 term does not include an employee who works on a part-time, temporary, or substitute basis. 

25 ( 14) "Established geographic service area" means a geographic area, as approved by the 

26 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 

27 which the carrier is authorized to provide coverage. 

28 (15) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 

29 and mental health care issued by an insurance company. a fraternal benefit society, or a health service 

30 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 

, Legislative 
-,Services 
\!!.ivision 

- 34 - HB 131 



55th Legislature HB0131.03 

not include: 

2 (a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

3 or disability income insurance or any other limited benefit plan; 

4 (b) coverage issued as a supplement to liability insurance, workers' compensation insurance, or 

5 similar insurance; or 

6 (c) automobile medical payment insurance. 

7 (16) "Index rate" means, for each class of business for a rating period for small employers with 

8 similar case characteristics, the average of the applicable base premium rate and the corresponding highest 

9 premium rate. 

10 (17) "Late enrollee" means an eligible employee or dependent who requests enrollment in a health 

11 benefit plan of a small employer following the initial enrollment period during which the individual was 

12 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

13 a period of at least 30 days. However, an eligible employee or dependent may not be considered a late 

14 enrollee if: 

15 (a) the individual requests enrollment within 30 days after termination of the qualifying previous 

16 coverage and: 

17 (i) the individual was covered under qualifying previous coverage at the time of the initial 

18 enrollment; or 

19 (ii) the individual lost coverage under qualifying previous coverage as a result of termination of 

20 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 

21 spouse, or divorce; 

22 (b) the individual is employed by an employer that offers multiple health benefit plans and the 

23 individual elects a different plan during an open enrollment period; or 

24 (c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

25 a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

26 of the court order. 

27 (18) "New business premium rate" means, for each class of business for a rating period, the lowest 

28 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

29 to small employers with similar case characteristics for newly issued health benefit plans with the same or 

30 similar coverage. 
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1 (191 "Plan of operation" means the operation of the program established pursuant to 33-22-1818. 

2 (20) "Premium" means all money paid by a small employer and eligible employees as a condition 

3 of receiving coverage from a small employer carrier, including any fees or other contributions associated 

4 with the health benefit plan. 

5 1211 "Program" means the Montana small employer health reinsurance program created by 

6 33-22-1818. 

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

8 la) medicare or medicaid; 

9 (bl an employer-based health insurance or health benefit arrangement that provides benefits similar 

10 to or exceeding benefits provided under the minimum basic health benefit plan; or 

11 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

12 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

13 benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided 

14 that the policy has been in effect for a period of at least 1 year. 

15 123) "Rating period" means the calendar period for which premium rates established by a small 

16 employer carrier are assumed to be in effect. 

17 (24) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

18 pursuant to 33-22-1819. 

19 125) "Restricted network provision" means a provision of a health benefit plan that conditions the 

20 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

21 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

22 to provide health care services to covered individuals. 

23 (26) "Small employer" means a person, firm, corporation, partnership, or association that is actively 

24 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

25 employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

26 this state or were residents of this state. In determining the number of eligible employees, companies are 

27 considered one employer if they: 

28 la) are affiliated companies; 

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

30 (cl are members of an association that: 
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(i) has been in existence for 1 year prior to January 1, 1994; 

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

3 (iii) does not deny coverage to any small employer member of its association or any employee of 

4 its small employer members who applies for coverage as part of a group. 

5 127) "Small employer carrier" means a carrier that offers health benefit plans that cover eligible 

6 employees of one or more small employers in this state. 

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

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

9 

Section 36. Section 33-22-1819, MCA, is amended to read: 10 

11 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. (1) 

12 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

13 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

14 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

15 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

16 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

17 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

18 section. The plan of operation is effective upon written approval by the commissioner. 

19 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment, 

20 the commissioner shall, after notice and hearing, promulgate and adopt a temi:,-rary plan of operation. The 

21 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

22 of operation is submitted by the board and approved by the commissioner. 

23 (3) The plan of operation must: 

24 la) establish procedures for the handling and accounting of program assets and money and for an 

25 annual fiscal reporting to the commissioner; 

26 (bl establish procedures for selecting an administering carrier and setting forth the powers and 

27 duties of the administering carrier; 

28 (cl establish procedures for reinsuring risks in accordance with the provisions of this section; 

29 (d) establish procedures for collecting assessments from assessable earners to fund claims incurred 

30 by the program; 
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1 (e) establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

2 fund administrative expenses incurred or to be incurred by the program: and 

3 (fl provide for any additional matters necessary for the implementation and administration of the 

4 program. 

5 (4) The program has the general powers and authority granted under the laws of this state to 

6 insurance companies and health maintenance organizations licensed to transact business, except the power 

7 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

8 (a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

9 part, including the authority, with the approval of the (;Olllrrnssioner, to enter into contracts with similar 

10 programs of other states for the joint performance of common functions or with persons or other 

11 organizations for the performance of administrative functions; 

12 (bl sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

13 and penalties for, on behalf of, or against the program or any reinsuring carriers; 

14 (cl take any legal action necessary to avoid the payment of improper claims against the program; 

15 (d) define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

16 policies in accordance with the requirements of this part; 

17 (el establish conditions and procedures for reinsuring risks under the program; 

18 (f) establish actuarial functions as appropriate for the operation of the program; 

19 (g) appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

20 assistance in operation of the program, policy and other contract design, and any other function within the 

21 authority of the program; 

22 (hl to the extent permitted by federal law and in accordance with subsection (8l(cl, make annual 

23 assessments against assessable carriers and make interim assessments to fund claims incurred by the 

24 program; and 

25 (il borrow money to effect the purposes of the program. Any notes or other evidence of 

26 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

27 assets. 

28 (5) A reinsuring carrier may reinsure with the program as provided for in this subsection (51: 

29 (a) With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

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

2 (b) A small employer carrier may reinsure an entire employer group within 60 days of the 

3 commencement of the group's coverage under a health benefit plan. 

4 (cl A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days 

5 following the commencement of coverage with the small employer. A newly eligible employee or dependent 

6 of the reinsured small employer may be reinsured within 60 days of the commencement of coverage. 

7 (d) (i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured 

8 employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent 

9 of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is 

10 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program 

11 shall reinsure the remainder. A reinsuring carrier's liability under this subsection (d)(i) may not exceed a 

12 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

13 (ii) The board annually shall adjust the initial level of claims and maximum limit to be retained by 

14 the carrier to reflect increases in cos.ts and utilization within the standard market for health benefit plans 

15 within the state. The adjustment may not be less than the annual change in the medical component of the 

16 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

17 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

18 (e) A small employer carrier may terminate reinsurance with the program for one or more of the 

19 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

20 (f) A small employer group health benefit plan in effect before January 1, 1994, may not be 

21 reinsured by the program until JaA1:iary 1, 1997, and Hien only if the board determines that sufficient 

22 funding sources are available. 

23 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques, including 

24 utilization review, individual case management, preferred provider provisions, and other managed care 

25 provisions or methods of operation consistently with respect to reinsured and nonreinsured business. 

26 (6), (al As part of the plan of operation, the board shall establish a methodology for determining 

27 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

28 section. The methodology must include a system for classification of small employers that reflects the types 

29 of case characteristics commonly used by small employer carriers in the state. The methodology must 

30 provide for the development of base reinsurance premium rates that must be multiplied by the factors set 
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1 forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium 

2 rates must be established by the board, subject to the approval of the commissioner, and must be set at 

3 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the 

4 calendar year. For purposes of this section, expenses include administrative expenses, one-half of the 

5 program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred, 

6 adjusted to reflect retention levels required under this part. 

7 (b) Premiums for the program are as follows: 

8 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

9 base reinsurance premium rate for the group established pursuant to this subsection (6). 

1 O Iii) An eligible employee or dependent may be reinsured for a rate that is five times the base 

11 reinsurance premium rate for the individual established pursuant to this subsection (6). 

12 le) The board shall annually review the methodology established under subsection (6)(al; including 

13 the system of classification and any rating factors, to ensure that it is actuarially sound and that it 

14 reasonably reflects the claims experience of the program. The board may propose changes to the 

15 methodology that are subject to the approval of the commissioner. 

16 (d) The board may consider adjustments to the premium rates charged by the program to reflect 

17 the use of effective cost containment and managed care arrangements. 

18 17) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

19 the premium charged to the small employer for any rating period for the coverage issued must meet the 

20 requirements relating to premium rates set forth in 33-22-1809. 

21 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner 

22 the program net loss for the previous calendar year, including administrative expenses and incurred losses 

23 for the year, taking into account investment income and other appropriate gains and losses, and the 

24 actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the 

25 previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment 

26 amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount 

27 must equal the actuarially anticipated losses for the calendar year. 

28 (b) (i) Each assessable carrier shall share in the program in an amount determined by multiplying 

29 the total assessment amount by a fraction, the numerator of which is the number of individuals in this state 

30 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 assessable carriers. 

2 (ii) The board shall make a reasonable effort to ensure that each insured individual is counted only 

3 once for the purpose of assessment. The board shall require each assessable carrier that provides excess 

4 of loss or stop loss insurance to include in its count of insured individuals all individuals whose coverage 

5 is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board 

6 shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of 

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

8 (iii) The bears shall base eaeh assessable earrier's assessffleRt BR repsrts files with the 

9 eBFflfflissisRer as requires bv 33 22 1 820. The board may use any reasonable method of estimating the 

1 O number of individuals insured by an assessable carrier if the specific number is unknown. 

11 (c) The board shall make an annual determination in accordance with this section of each 

12 assessable carrier's liability for its share of the contribution to the program and, except as otherwise 

13 provided by this section, make an annual assessment against each assessable carrier to the extent of that 

14 liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written 

15 notice of the assessment. An assessable carrier that ceases doing business within the state is liable for 

16 assessments until the end of the calendar year in which the assessable carrier ceased doing business. The 

17 board may determine not to assess an assessable carrier if the assessable carrier's liability determined in 

18 accordance with this section does not exceed $10. 

19 (d) The board may establish and maintain program reserves not to exceed five times the actuarially 

20 anticipated losses for the calendar year. 

21 (e) If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum 

22 of the administrative expenses and incurred claims for that year, the board may proportionately credit the 

23 excess to assessable carriers or it may place the excess in program reserves, subject to the limits in 

24 subsection (B)(d). 

25 (9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

26 procedures; or any other joint collective action required by this part may not be the basis of any legal 

27 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

28 or separately. 

29 ( 1 Ol The board, as part of the plan of operation. shall develop standards setting forth the minimum 

30 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 into consideration the need to ensure the broad availability 

2 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

3 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 

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

5 ( 11) The program is exempt from taxation. 

6 ( 12) On or before March 1 of each year, the commissioner shall evaluate the operation of the 

7 program and report to the governor and the legislature in writing the results of the evaluation. The report 

8 must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

9 appropriateness of premiums charged by the program, the level of insurance retention under the program, 

1 O the cost of coverage of small employers, and any recommendations for change to the plan of operation. 

_11 (13) All premiums and other money paid to the small employer carrier reinsurance program and all 

12 property and securities acquired through the use of money and interest and dividends earned on money 

13 belonging to the small employer carrier reinsurance program are solely the property of the program and 

14 must be used exclusively for the operations and obligations of the program. Money collected by the 

15 program is not subject to legislative appropriation." 

16 

17 Section 37. Section 33-22-1820, MCA, is amended to read: 

18 "33-22-1820. Periodic market evaluation -- report. The aeard sl:lall commissioner may study and 

1 9 report at least every 3 years to the eoFAFAissioAer governor or other interested persons on the effectiveness 

20 of this part. The report must analyze the effectiveness of this part in promoting rate stability, product 

21 availability, and coverage affordability. The report may contain recommendations for actions to improve the 

22 overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report 

23 must address whether carriers and producers are fairly arid actively marketing or issuing health benefit plans 

24 to small employers in fulfillment of the purposes of this part. The report may contain recommendations for 

25 market conduct or other regulatory standards or action." 

26 

27 Section 38. Section 33-22-1828, MCA, is amended to read: 

28 "33-22-1828. Benefits required in standard benefit plan. (1) The minimum benefits must be equal 

29 to at least 75 % of the covered expenses ,n excess of an annual deductible that does not exceed $ 500 per 

30 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 

2 a maximum lifetime benefit, but a maximum, if any, may not be less than $1 million. 

3 (21 The commissioner may not require coverage in a standard health benefit plan for any benefit 

4 unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A 

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

6 (31 A standard health benefit plan provided by a health maintenance organization or a basic health 

7 benefit plan with a restricted network provision must provide a comparable level of benefits to those 

8 required by subsection ( 1), as determined by the be Refit eei1:1ivaleRev a Rs benefit value." 

9 

10 Section 39. Section 33-30-102, MCA, is amended to read: 

11 "33-30-102. Application of this chapter -- construction of other related laws. ( 11 All health service 

12 corporations are subject to the provisions of this chapter. In addition to the provisions contained in this 

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

14 33-3-308; 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 12; and 

15 Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111; aRd 33 3 701 H1ret:1§A 33 3 701. 

16 (21 A law of this state other than the provisions of this chapter applicable to health service 

17 corporations must be construed in accordance with the fundamental nature of a health service corporation, 

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

19 

Section 40. Section 33-30-107, MCA, is amended to read: 20 

21 "33-30-107. Annual statement. ( 1 I On or before March 1 of each year, each health service 

22 corporation shall file an annual statement for the preceding year on form No. 13 N.A.I.C. with the 

23 commissioner of insurance. This annual statement must be completed in accordance with the national 

24 association of insurance commissioners' annual statement instructions. 

25 (21 The health service corporation shall file a statement containing any other information concerning 

26 its financial affairs that may be reasonably requested by the commissioner. 

27 (31 {a) Each health service corporation shall file electronic diskette versions of its annual and 

28 quarterly financial statements with the national association of insurance commiss oners. The filing date for 

29 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

30 statements are as follows: 
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(ii the first quarter statement is due May 15; 

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

3 (iii) the third quarter statement is due November 15. 

4 (bl The commissioner may exempt health service corporations operating only in Montana from 

5 these filing requirements. 

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

7 SERVICE CORPORATION'S 0raaRi2ati0n's license or impose a fine not to exceed $100 a day and not to 

8 exceed $1,000 upon a health n=taintenanee 0raani2ation SERVICE CORPORATION that fails to file an annual 

9 statement as required by this part." 

Section 41. Section 33-31-111, MCA, is amended to read: 

10 

11 

12 "33-31-111. Statutory construction and relationship to other laws. (1) Except as otherwise 

13 provided in this chapter, the insurance or health service corporation laws do not apply to any health 

14 maintenance organization authorized to transact business under this chapter. This provision does not apply 

15 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service 

16 corporation laws of this state except with respect to its health maintenance organization activities 

17 authorized and regulated pursuant to this chapter. 

18 (21 Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

19 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

20 by health professionals. 

21 (3) A health maintenance organization authorized under this chapter may not be considered to be 

22 practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

23 141 The provisions of this chapter do not exempt a health maintenance organization from the 

24 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

25 (5) The provisions of this section do not exempt a health maintenance organization from the 

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

27 33-3- 701 through 33-3-704. A health maintenance organization must be considered an insurer for the 

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

29 

30 Section 42. Section 33-31-211, MCA, is amended to read: 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

"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 eiscrntion waive any verification under oath. 

(2) At the time of filing its annual statement, the health maintenance organization shall P•W 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 in his eiscFetion 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 f)Cf 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~ that is false. 

(4) The commissioner may require Stief\ reports as-fie that the commissioner considers reasonably 

necessary and appropriate to enable Atffi the commissioner to carry out l=li& 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." 

23 NEW SECTION. Section 43. Uniform claim forms and procedures. f4+ The commissioner of 

24 insurance, after consultation with the health care advisory council, may adopt by rule uniform health 

25 insurance claim forms and uniform standards and procedures for the use of the forms and processing of 

26 claims, including the submission of claims by means of an electronic claims processing system. 

27 (2) The eoFRFRissionm FRay contFact with a J:JFivate OF J:)uelic entity to aeFRinister ans 013erate an 

28 eleotronio elaiA'ls 13rocessing systeFR. If the coFRFRissioner elects to contract for aeFRinistration ans 013eration 

29 of the systeA'I, the eoFRFRissionor shall aware a eontraet aoooreing to Title 18, chaJ:Jtor 4. 

30 
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1 ~JEW SEGTIO~J. Seetien 42. Statute of liRlitatiens. The peried preseril:led fer the eemmeneement 

2 sf a ei•fil er administrati•,e aetien l:ly the eomfl'lissioner fer alleged vielation sf Title 33 is within 2 years sf 

3 the eemmissiener's disBB'o'0FY sf the faets eenstituting the alleged vielation. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

NEW SEGTIO~J. Seotien 43. Filing er Rlal1ing false statements. 11) A persen may not purpesel~' 

er lrnewingly mal1e er cause ta be maEle, in any Eloeument filed 'h'ith the eemfl'lissiener BF in any pmeeeElin§ 

l:leforn the eemmissiener, anv statefl'lent that is, at the time and in tl=to light sf tl=te eire1;mstanees 1;nder 

v,·hieh it is made, false er misleading in any material respoet. 

(2) A person found to have willf1;lly •,iolatod s1;bseetion (1) is suejoet to a fine et 1;p ta $e,000 and, 

if applieaele, fl'lay l:le sul:ljeet to tho eriminal laws sf this state. 

NE\A/ SEGTlmJ. Seetien 44. Credit life and disability applieatiens. (1) Tl=te insuranee preElueer 

whe offsets the sale sf a pelis•t or oertifieate sf oredit life anEI disal:lility inst,JFanoe shall sign tho applieatien. 

12) An ins1;raneo eofl'lpan•t may not aeeept an applieation fer ereElit life and disal:lilitv ins1;ranee 

unless tho applieatien is signeEl B'( tho insuranee prod1;ser whe offeeteEl the sale. 

{3) This seetien Elees net apfJl•t to pelieies er eertifieates sul:ljoet to the provisiens of 33 21 204. 

18 NEW SECTION. Section 44. Service contract insurance. I 1) Service contract insurance is a 

1 9 contract or agreement for a separately stated consideration or for a specific duration to: 

20 la! perform the repair, replacement, or maintenance of property; or 

21 (bl indemnify for repair, replacement, or maintenance of property. 

22 (2) Service contract insurance does not include contracts or agreements that: 

23 la) are indemnified only by the seller or manufacturer; and 

24 lb) insure only the inherent quality of the product. 

25 

26 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 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. 

2 (b) Accepted actuarial standards as adopted by the actuarial standards board must be taken into 

3 consideration for the purpose of determining the loss reserves and loss expense reserves. 

4 (2) Except as provided in subsections (3) and (4), the reserves for all outstanding losses and loss 

5 expenses must include the following: 

6 la) the aggregate estimated amounts due or to become due on account of all known losses, claims, 

7 and loss expenses incurred but not paid, including the estimated liability on any notice received by the 

8 insurer of the occurrence of any event that may result in a loss; and 

9 (b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has 

1 O not been received, estimated in accordance with the insurer's prior experience, if any, or otherwise in 

11 accordance with Montana industryeata EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS 

12 STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated 

13 liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10% 

14 of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer's surety 

15 contracts may not be less than 5 % of the net premiums in force. 

16 (3) Except as provided in subsection 14), tabular reserves for outstanding losses under policies of 

17 workers' compensation insurance may be actuarially calculated for both indemnity and medical payments. 

18 The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are: 

19 (a) calculated using discounts determined with reference to actuarial tables, which incorporate 

20 mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably 

21 determinable payment stream associated with lifetime benefit cases; or 

22 lb) annuities certain, such as those arising from structured settlements. 

23 14) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any 

24 property and casualty insurer doing business in this state, calculated in accordance with the provisions of 

25 this section, are inadequate or excessive, the commissioner may prescribe any other method that will 

26 produce adequate and reasonable reserves. 

27 (5) The excess, if any, of statutory reserves over statement reserves must be calculated in 

28 accordance with the annual statement instructions adopted by the national association of insurance 

29 commissioners. 

30 
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NEW SECTION. Section 46. Repealer. Sections 33-2-515, 33-2-536, 33-2-721, 33-2-722, 

2 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, 

3 MCA, are repealed. 

4 

5 NEW SECTION. Section 47. Codification instruction. (1) [Section~ 4+ 431 is intended to be 

6 codified as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4, part 5, 

7 apply to [section ~ 4+ 43]. 

8 (2) [Seetions 1 a anEi 4 4 4 2 /\~m 4 31 are intenEieEi to Ile eoEiifieEi as an integral 13art of Title 3a, 

9 elcta13ter 1, 13art 3, anEi tlcte 13re·,isions of Title a3, elcta13ter 1, 13art 3, a1313ly te [seetions 1 a anEi 11 4 2 A~m 

10 13]. 

11 13) [Seetien 4e i.11 is intenEieEi te Ile eedified as an integral 13art of Title aa, elcta13ter 21, 13art 1, 

12 anEi tlcte 13rovisions ef Title 3a, eha13ter 21, 13art 1, 013131•( to [seetion 4e i.11-

13 f4+ill [Section 4& 4& 44] is intended to be codified as an integral part of Title 33, chapter 1, part 

14 2, and the provisions of Title 33, chapter 1, part 2, apply to [section 4& 4& 44]. 

15 ™J11 [Section 4-7- 4& 45] is intended to be codified as an integral part of Title 33, chapter 2, part 

16 5, and the provisions of Title 33, chapter 2, part 5, apply to [section 4-7- 4& 45]. 

17 

18 NEW SECTION. Section 48. Severability. If a part of [this act] is invalid, all valid parts that are 

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

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

21 applications. 

22 -END-
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HOUSE BILL NO. 131 

INTRODUCED BY SIMON 

BY REQUEST OF THE STATE AUDITOR 

HBO 1 31 04 

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

6 FOR UNIFORM HEAL TH INSURANCE CLAIM FORMS: PROVIDl~JG A STATUTE OF LIMITATIONS FOR 

7 ACTIO~JS BROUGHT BY THE cm4MISSIO~lER m= l~JSI IRA~JCE; PROVIDING PENALTIES FOR 

8 MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRl~JG TH/IT CREDIT LIFE/> ND DIS o BILITY 

9 l~JSUR l\~JCE l\PPLIC l\TIONS BE SIGNED BY THE INSUR.l\~JCE PRODUCER EFFECTl~JG THE SAU!; DH'l~Jl~JG 

10 "SERVICE CO~JTRACT l~JS61RMJCE"; AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-31 7. 

11 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. 

12 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, 

13 33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33-18-210, 33 Hl 301, 33-20-101, 

14 33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820, 

1 5 33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; AND REPEALING SECTIONS 

16 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, 

17 33-22-1 203, 33-22-1204, 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 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 attorneys as specified by executive 

2 7 order of the governor; 

28 (4) consulting actuaries to the public retirement boards .. 0f 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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6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

raised from student activity iees designated for use by those student associations: or 

161 private consultants employed by the Montana state lonery." 

SECTION 2. SECTION 33-1-1205, MCA, IS AMENDED TO READ: 

"33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers. 

11) Each insurer. independent adIuster, independent administrator, independent consultant, and independent 

producer shall cooperate fully with the commissioner with respect to the provisions of this part. 

(2) An insurer, an officer, or an employee, or proElusor 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 in%rar1ce 

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 commitled shall provide notice within 60 days ot discovery of the 

alleged insurance fraud to the insurer who shall within 30 days of receiving notice from the producer report 

it rn the commissioner. 

131 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, 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." 

21 Section 3. Section 33-2-307, MCA, is amended to read: 

22 "33-2-307. Requirements for eligible surplus lines insurers. ( 11 A surplus lines insurance producer 

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

24 insurer: 

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

26 (b) is qualified under one of the following subsections: 

27 (1) the insurer maintains capital and surplus or its equivalent under the laws of its state of domicile, 

28 which equals the greater of: 

29 IA) the minimum capital and surplus requirements of 33-2-109 and 33-2-110; or 

30 !Bl $7 million. An insurer possessing less than* §1_ million capital and surplus may satisfv The 
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requirements of this subsection upon an affirmative finding of acceptability by the commissioner. The 

2 commissio•1er's finding must be based upon such factors as quality of management, capital, and surplus 

3 of a parent company; company underwriting profit and investment income trends; and comoany 'ecord ano 

4 reputation within the industry. The commIssIoner may not make an affirmative finding of acceptabil11y when 

5 the surplus lines insurer's capital and surplus ,s iess than* il million. 

6 li1i ,n the case of Lloyd's or another similar group including incorporated and unincorporated alien 

7 insurers. the insurer maintains a trust fund of not less than $50 million as security to the full amount of 

8 capital and surplus for all policyholders and creditors in the United States of each member of the group. 

9 The incorporated members of the group may not engage 1n any business other than underwriting ;is a 

10 member of the group and must be subject to the same level of solvency regulation and control by the 

11 groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms 

12 and conditions established in subsection i 1 l(b)(ivl for alien insurers. 

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

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

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

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

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

18 insurance exchange policyhoider, each individual syndicate shall meet the minimum capital and surplus 

19 requirements of subsection 11 )(b)(il. 

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

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

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

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

24 which are eligible investments for the capital and statutory reserves of insure.rs authorized to write like kinds 

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

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

27 the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 

28 Insurers Quarterly Listing, 

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

30 4G not more 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 1s either: 

2 {11 filed with and approved by the regulatory authority in the state of domicile of the unauthor1zea 

3 !llsurer: or 

4 (iii certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

5 domicile. 

6 (2) In the case of an insurance exchange, the statement required by subsection (1 lie) may be an 

7 aggregate combined statement of all underwriting syndicates operating during the period reporred. 

8 (3) In addition to meeting the requirements in subsection (1 I, an insurer is an eligible suroius lines 

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

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

11 the name of any unauthorized insurer on the i1st of eligible surplus lines insurers. An action may not lie 

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

13 surplus lines insurers referred to in this subsection. 

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

1 5 commissioner has reason to believe that it: 

1 6 111 is in unsound financial condition: 

17 (iii 1s no longer eligible under subsections (1) through (3); 

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

1 9 (iv) does not make reasonably prompt payment of just losses and claims in this state or elsewhere. 

20 lb) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

21 producer. 

22 151 As used in this section, the following definitions apply: 

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

24 stocks or other evidences of ownership. 

25 (bl "Surplus". as used in the financial requirements of this section, means funds over and above 

26 liabilities and capital of the insurer for the protection of policyholders." 

27 

Section 4, Section 33-2-317, MCA, is amended to read: 28 

29 "33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the 

30 following ~inds of insurance when placed oy a 1icensed 111surance producer of tn1s srate: 
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I 11 wet marine and transportation insurances insurance; 

2 (21 ;nsurarce on subjects located, residing, or to be performed wholly outside of this state or or, 

3 vehicles or aircraft owned and principally garaged outside this state; 

4 13'1 insurance on property or operations of railroads engaged in interstate commerce: and 

5 14) insurance of aircraft owned or operated by manufacturers of aircraft or a1rcraf1 ooerarea ,, 

6 scheduled interstate flight or cargo of the aircraft or against liability, other than workers' compensat,orc ana 

7 employers' liability, arising out of the ownership, maintenance, or use oi the aircraft." 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

Section 5. Section 33-2-514, MCA, Is amended to read: 

"33-2-514. Reserve for disability insurance. ill For all disability insurance policies, the insurer 

shall maintain an active life reserve whioh shall plaoa that places a sound value on its liabilities under 5t!Bfi 

the policies and that may not be l'\ffi less than tha rssori,'o accorsing to appropriate standards set forth in 

regulations issued by the commissioner and, in no e,'ont, loss in the aggregata than the pro rata gross 

unearned premiums for StJGll the policies, 

(2) The commissioner may promulgate rules to define additional standards for reserve 

requirements." 

Section 6. Section 33-2-51 7, MCA, is amended to read: 

"33-2-517. Title insurance reserves. ( 11 In addition to an adequate reserve as to outstanding 

20 losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium 

21 reserve of not less than an amount computed as follows: 

22 (al Ten percent of the total amount of the risk premiums written in the calendar year for title 

23 insurance contracts sl=\all must be assigned originally to the reserve. 

24 (bl During each of the 20 years next following the year in which the title insurance contract was 

25 issued, the reserve applicable to the contract sl=\all must be reduced by 5% of the original amount of WBR 

2 6 the reserve, 

27 (2) The reserve sums flaHHfl required to be rasorvoa by subsection (1) for unearned premiums on 

28 contracts of title insurance sl=\all must at all times and for all purposes be considered and constitute 

29 unearned portions of the original premiums and sl=\all must be held in trust for the benefit of policyholders. 

30 (3) The reduction of the unearned premium reserve required by subsection I 1) lb) of this soctIon 
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sl=l-all must be rnade for all title insurance contracts issued after December 31, 1958, with respect to which 

2 10% of the risk premiums have been assigned to the reserve pursuant to subsection 11 l(al of this section. 

3 In tho event that an•,' title insurer has not 1n accordanso with subsection 11 l(tl) of this section reduced rho 

4 amount of its unearned premium reserve bv § % of the amount ori§inally assi§ned to tho reservo pursuanr 

5 to subsecton i 1 \lal of this seotion for ·1oars ending after December 31, 19ii8, anEI before January 1 .· 1 g77, 

6 tho insurer shall effect such ro!luction for such f)Fier years durin§ its acce~mting ~•ear »·hich includes 

7 Qecember 31, 1976 If the insurer has not reduced the amount of its unearned premium reserves pursuant 

8 to subsection I 1 )lb) for a previous year or years, the insurer shall make the reduction for the prior year or 

9 years in its next accounting year." 

10 

11 Section 7. Section 33-2-537, MCA, is amended to read: 

12 "33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability 

13 plans. (1 I In the case of a plan of life insurance that provides for future premium determination. the 

14 amounts of which are to be determined by me insurer basea on then estimates of future experience. or ,n 

15 the case of a plan of life insurance or annuity that is of &Hffi a nature that the minimum reserves cannot 

16 be determined by the methods described in 33-2-525 and 33-2-526(3), the reserves that are held under 

1 7 the plan must: 

18 lal be appropriate in relation to the benefits and the pattern of premiums for that plan; and 

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

20 as determineEI by rules premulgated by ths cemmissisnsr, 

21 (2) The commissioner &f½al-1 may promulgate a rule containing the minimum standards applicable 

22 to the valuation ot disability plans." 

23 

Section 8. Section 33-2-704, MCA, is amended to read: 24 

25 "33-2-704. Insured lives reporting requirement. On or before February 1 ii March 1 of each year, 

26 each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the 

27 number of Montana residents insured on February 1 under any policy of individual or group disability 

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

29 

30 Section 9 Section 33-2-806, MCA, ,s amended rn read: 
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"33-2-806. Diversification of investments. An insurer shall invest in or hold as admitted assets 

2 categories of investments only within applicable limits as follows: 

3 ( 1 l An insurer may not, except with the consent of the commissioner. have at any one time any 

4 combinar:on of investrnents in or loans upon the security of the obligations. property. or securities of anv 

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

6 not apply as to general obligations of the United States of America or of anv state or include policy 1oans 

7 made under 33-2-825. 

8 121 An insurer may not invest in or hold at any one time more than 10% of the outstanding voting 

9 stock of any corporation, except with the consent of the commissioner given with respect to voting r1gnts 

1 O of preference stock during default of dividends. This provision does not apply as to stock of a 

11 ,,,holly O>f'nod wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under 

12 33-2-821. 

13 (31 An insurer, other than title insurer, shall invest and maintain invested funds not less in amount 

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

15 kinds of insurance, only in cash and the securities provided for under the fellowing seotions: 1_11_ 

16 33-2-811 (1 ), 33-2-812, and 33-2-830. 

1 7 14) A life insurer shall also invest and keep invested its funds in an amount not less than the 

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

19 cash, in securities, in both cash and securities, or in investments provided for lffiG6f iD. 33-2-531. 

20 15) Except with the commissioner's consent, an insurer may not have invested at any one time 

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

22 public utilities. 

23 (61 Except with the commissioner's consent, an Af+ insurer may not invest and have invested at 

24 any one time in aggregate amount more than 15% of its assets in all stocks lffiG6f provided for in 33-2-820 

25 and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes 

26 of this provision must be based on the cost of the stocks to the insurer. This provision does not apply as 

27 to stock of a controlled or subsidiary insurance corporation or other corporations lffiG6f provided for in 

28 33-2-821 and 33-2-822. 

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

30 more than 5 % of its assets in securities allowed tH'lQQf- iD. 33-2-824. Money market funds, as defined oy 
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the commissioner by rule, are exempt from tne 5% !ImItatIon oi this subsection. 

2 181 Except with the commissioner's consent. an insurer mav not have invested at any one time 

3 more than 10% of its assets in the class of securities described in any one of the followin€J sootions: 

4 33-2 814. 33-2 819. and 33-2-823. 

5 (91 Limits a&-ffi of investments in tho oatogory of real estate &J:i.all must be as provided in 33-2 832. 

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

7 

Section 10. Section 33-2-1359. MCA. is amended to read: 8 

9 "33-2-1359. Setoffs anEI sowntorolaims. 11) Mutual debts or mutual credits between the insurer 

1 O and another person in connection with any action or proceeding under this part &J:i.all must be set off and 

11 the balance only shall be allowed or paid, except as provided in subsootion (21 anEl 33-2-1362 and 

12 subsection (21 of this section. 

13 (2) Ne 6 setoff or oounterolaim may not be allowed in iavor of any person when: 

14 (a) the obligation of the insurer to the person would not at the date of the filing of a petition for 

15 liquidation entitle the person to share as a claimant in the assets of the insurer; 

16 (b) the obligation of the insurer to the person was purchased by or transferred to the person with 

1 7 a view to its being used as a setoff: or 

18 le) the obligation of the person is to pay an assessment levied against the members or subscribers 

19 of the insurer or is to pay a balance upon a subscription to the capital stock of the insurer or is in any other 

20 way in the nature of a capital contribution0 ;--GI' 

21 (Ell tho obligation of tho person is to pay promiwms, "'hothor oarneEJ or unearnoEl, to tho insurer." 

22 

23 

24 

Section 11. Section 33-2-1902, MCA, is amended to read: 

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

25 ( 1) "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner in 

26 accordance with 33-2-1903( 5). 

27 121 "Corrective order" means an order issued by the commissioner specifying corrective actions 

28 that the commissioner has determined are required. 

29 13) "Domestic insurer" means any insurance company domiciled in this state. 

30 (41 "Foreign insurer" means any insurance company licensed to do business In this state under 
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33-2-116 but not domiciled in this state. 

2 ,51 "Life or disability insurer" means: 

3 :a) any insurance company licensed under 33-2-116 and engaged in the business of entering ,'ito 

4 contracts of disab:I ty insurance, as described in 33-1-207, or life insurance, as described in 33-1-208: e+ 

5 lbi a licensed property and casualtv insurer writing only disability insurance;__Q_[ 

6 (cl any insurer engaged solely In the business of reinsurance of life or disability contracts. 

7 161 "NAIC" means the national association of insurance commissioners. 

8 171 "Negative trend" means, with resoect to a lire or health insurer, a negative trend over a per,oc 

9 of time, as determined In accordance with the trend test calculation included in the RBC instructions. 

10 (81 lai "Property and casualty insurer" means~ 

11 ill any insurance company licensed under 33-2-116 and engaged in the business of entering into 

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

13 (iii any insurance company engaged solely in the business of reinsurance of property and casualty 

1 4 con tr acts; or 

15 (iii) any insurance company engaged in the business of surety and marine insurance. 

16 (bl The term does not include monoline mortgage guaranty insurers, financial guaranty insurers. 

17 and title insurers. 

18 (91 "RBC instructions" means the RBC report, including risk-based capital instructions adopted by 

19 the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the 

20 procedures adopted by the NAIC. 

21 ( 10) "RBC level" means an insurer's authorized control level RBC, company action level RBC, 

22 mandatory control level RBC, or regulatory action level RBC, where: 

23 (al "authorized control level RBC" means the number determined under the risk-based capital 

24 formula in accordance with the RBC instructions; 

25 {bl "company action level RBC" means, with respect to any insurer, the product of 2 and its 

26 authorized control level RBC; 

27 (c) "mandatory control level RBC" means the product of 0.70 and the authorized control level RBC; 

28 and 

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

30 111) "RBC plan" means a comprenensIve financial plan containing the elements specified :n 
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33-2-1904(21. If the commissioner reIects the RBC plan and it is revised by the insurer. with or without the 

2 commissioner's recornme11dat1on, the plan must be called a revised RBC plan. 

3 i 121 "RBC report" means the report required in 33-2-1903. 

4 i 13: "Total adjusted capital" means the sum of: 

5 lal an insurer's statutorv capital and surplus: and 

6 lbi other items, if any, as the RBC instructions mav orov1de." 

Section 12. Section 33-3-303, MCA, is amended to read: 

7 

8 

9 "33-3-303. Meetings of stockholders or members. ( 1 l Meetings of stockholders or members of 

10 a domestic insurer Sflall must be held in the city or town of its principal office or place of business in this 

11 state. 

12 121 We 6. meeting of stockholders or members Sflall may not amend the insurer's articles of 

13 incorporation unless the proposal w to amend was included in the notice of the meeting. 

14 (31 Except with the commissioner's consent, each €.aGA-insurer shall, during the first 6 months of 

15 each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or 

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

1 7 its affairs, and shall transact ~ other business as may properly oo brought before it. Not less than 20 

18 days' notice Sflall must be given of~ the meeting in the manner provided in the bylaws, except~ 

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

20 (41 Special meetings of the stockholders or members may be called at any time for any purpose 

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

22 The notice Sflall must state the purpose of the meeting, and fle business for which notice was not given 

23 rnay not sl-IBl-1 be transacted at the meeting ef whish netise was net se given. 

24 151 If more than 15 months are allowed to elapse without an annual stockholders' or members' 

25 meeting being held, any stockholder or member may call 6t!GH-a for an annual meeting to be held. At any 

26 time, upon written request of any director or of any stockholders or members holding in the aggregate 

27 one-fifth of the voting power of all stockholders or members, it shall be~ the duty of the secretary to call 

28 a special meeting of stockholders or members to be held at~ the time 36 that the secretary may fix, not 

29 less than 1 0 or more than 30 days after the receipt of the request. If the secretary fails to issue~ 2 call, 

30 the director, stockholders. or members making the request may do so. 
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i6i A stockhoiders' or members' meeting duly held Gal'! may be organized for the tr;rns;;cr,on 7i 

2 ousiness whenever a quorum is present. Except as otherwise provided by law or the articles of 

3 ncorpora:I0~. 

4 1.a1 the presence, ,,1 person or by proxy, of the holders of a majority of the voting povvor of ;;;i 

5 stockholders or of all r11ember~ shall constituto constitutes a quorum; 

6 (bi the stockholders or members present at a duly organized meeting &aR may contnue to ,jo 

7 business until ad1ournment, notwithstanding the withdrawal of enough stockholders or members ro .ea•,e 

8 less than a quorum: 

9 (cl if any necessary officer fails to attend~~ meeting, any stockholder or member present mav 

1 O be elected to act temporartlv in lieu of anv such the absent officer; 

11 (di if a meeting cannot be organized held because a quorum has not attondod is not present, tr.ose 

12 present may adjourn the meeting to~!:! time as that they mav determine, but in the case of any meering 

1 3 called for the election of any director L the adjournment must be to the next day and those who attend the 

14 second of such adjourned meetings meeting, although less than a quorum as fixed in this section or in the 

15 articles of incorporation, shall RO"Brtholoss constitute a quorum for the purpose of electing anv director: 

16 and 

17 (el an annual or special meeting of stockholders or members may be adjourned to another date 

18 without new notice being given." 

19 

Section 13. Section 33-3-307, MCA, is amended to read: 20 

21 "33-3-307, Bond of officers, (1) The president, secretary, and treasurer of 0¥81'¥ each mutual 

22 insurer or stock insurer shall each file with the commissioner and thereafter maintain in force so long as oo 

23 that individual is~ an officer a fidelity bond in tho sum of $10,000 an amount set by the commissioner 

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

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

26 individual bonds, all sush officers may be covered under a blanket bond for the same respective amounts,~ 

27 and whish The blanket bond shall likewise must be filed with the commissioner. 

28 (2) The premium for the bond &l:laU must be payable by the insurer. 

29 (3) ~le si,sh 6 bond &l:laU is not ee subject to cancellation except upon written notice to both the 

30 insurer and the commissioner, delivered not less than 30 days in advance of the effective date of 6tiffi me 
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canceilation 

2 1.41 The insurer shall provide for the bonding by authorized corporate surety of all other officers w 

3 any way responsible for the handling of the funds of the insurer. 

4 15! This section 5Rall may not be cfoemeci considered to limit the amount of bonded orotect1on 

5 WRiBR that the insurer may carry as to any officer." 

6 

Section 14. Section 33-4-202, MCA, is amended to read: 7 

8 "33-4-202. Declaration of intention to incorporate -- articles of incorporation -- fee. I 11 The 

9 individuals proposing to form a farm mutual insurer as referred to in 33-4-201 shall fiie with the 

1 0 commissioner: 

11 (a) a declaration of their intention to form the corporation signed by at least 100 incorporators if 

12 a proposed state mutual insurer or by at least 25 Incorporators if a proposed county mutual insurer: and 

13 (bl four copies of proposed articles of incorporation executed in triplicate by three or more of the 

14 incorporatorsc and aclrnowledged by each before a person a1cJthorizeci to take and verify acknowledgments 

15 of conveyance of real pro13ert'{ The signatures of the incorporators must be notarized. 

16 121 The articles of incorporation must state: 

17 (al the name of the corporation. If a state mutual insurer, the words "farm mutual" must be a part 

18 of the name; if a county mutual insurer, the name must contain the words "farm mutual" or "rural mutual" 

19 together with the name of the county in which its principal place of business is to be located. The name 

20 may not be so similar to one already used by a corporation in this state as to be misleading. 

21 (bl if a county mutual insurer, the name of the county or counties in which the corporation is to 

22 transact insurance and the address where its principal business office will be located; 

23 (cl 1f a state mutual insurer, the location of its principal business office, which must be located in 

24 this state; 

25 (di the objects and purposes for which the corporation is formed; 

26 (el whether it the insurer intends to transact business on the cash premium plan or the assessment 

27 plan; 

28 (fl the duration of ++S the corporation's existence, which may be perpetual; 

29 (gl the number of its directors, which may not be less than 5 or more than 11, and the names and 

30 addresses of the members of the initial board of directors appointed to manage the affairs of the corporanor, 
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until the first annual meeting of the members aru:! at which time successors are elected and qcJalifierl 

2 dc1 other 1>rovisions. not inconsistent with law, considered appropriate by the ,ncorporators 

3 1 I the nacres, residences, and addresses of the incorporators and the value of their proDer:v ro tie 

4 insc1red ,n t:1e couIHy or counties where the operations of the corporation are to be carried fH'I transacted 

5 131 At the time of filing of the articles of incorporation as provided in subsection 111, t11e 

6 incorporators shall pay to the commissioner a filing fee of $10. The commissioner shall depos,t mr: fees 

7 with the state treasurer to the credit of the genera' fund." 

8 

Section 15. Section 33-4-203, MCA, is amended to read: 9 

10 "33-4-203. Approval of articles -- commencement of corporate existence. (1 ! If the comm,ss,oner 

11 finds the proposed articles of incorporation to be in accordance with the provisions of this chapter and not 

12 in conflict with the constitution and laws of the United States of America or of this state, the comm,ss,oner 

13 shall make a certificate of the facts. 

14 121 If the commissioner considers the name of the proposed corporation to be so similar to one 

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

16 commissioner shall reject the name applied for and shall notify the incorporators of the re1ection. 

17 (31 When the proposed articles of incorporation have been approved by the commissioner, the 

18 commissioner shall endorse the cemmissiener's 3pproval upon each set of the articles and forward wee 

19 four sets of articles to the incorporators. The incorporators shall file one of the sets of articles with the 

20 secretary of state, one set with the commissioner bearing the certification of the secretary of state, and 

21 one set with the county clerk of the county in which the principal place of business of the corporation ,s 

22 located and shall pay to the secretary of state and the county clerk the customary filing fees. The remaining 

23 set of articles must be made a part of the corporation's records. 

24 141 The corporation has legal existence upon the approval of the articles by the commissioner and 

25 completion of the filings referred to in subsection (3), but it may not transact business as an insurer until 

26 it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505." 

27 

28 

29 

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 

30 members present at any annual meeting or at any special meeting ef members called for that ourpose 
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amend its articles of incorporation to extend its corporate duration or ifl any other particular within The 

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

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

4 this title. The amended articles of incorporation &flall may be signed only by the president and secreiarv of 

5 the corporation and attested by the corporate seal. Notice of the proposed amendment &ha!+ must be 

6 contained in the notice~ of any suGh the annuai or special meeting." 

7 

8 

9 

Section 17. Section 33--4--313, MCA, is amended to read: 

"33--4--313, Annual statement retiert filiR!,j, l++ The president and secretary of &\ffif¥ each 

10 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal thereto 

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

12 annual statement for the preceding calendar year showing the condition of wGl=\ the insurer as ot December 

13 31 of 5tl6fl the preceding year and exhibiting the following facts: 

14 MW the names of the president and secretary: 

15 MW the date of the annual meeting: 

16 WQl the amount of insurance in force; 

17 i4l-l±l the number of members; 

18 +B+ill the number of assessments made during the year; 

19 {--1-Hfil the amount paid in losses during the year; 

20 +will the amount of the losses claimed and not paid, with the reason for nonpayment; 

21 {-lc.)-j_fil the number of members withdrawn, suspended, and expelled during the year; 

22 41-J_fil the number of new members admitted during the year; 

23 it)-J..l.Q.J_ the expenses during the year: 

24 {--k-Hl.ll. the amount of money on hand; 

25 +l+Ull the amount and character of the insurer's assets; 

26 tffl-t(J__l)_ the amount of the insurer's liabilities, including any reserves required to be established 

27 under this chapter; and 

28 tfi+.l.1..±l 5tl6fl other information concerning the insurer's affairs as that the commissioner rnay 

29 reasonably require. 

30 (2i 1\ report of an insurer's expond1n,ros tor educational purposes, 1f any, for the prsoed1ng year 
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2 

3 

4 

5 

must be filed with tho commicsionor at tho samo time and in cenj.mction with the annual roport ef cuch 

Insuror, as roouirod under ;:J;:J 1 104." 

Section 18. Section 33-4-314. MCA. Is amended to read: 

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. 111 No 6 reoon, 

6 statement, or return of any nature &Hall may not be required of any farm mutual insurer other than those 

7 required by 33-4-313. 

8 12) The commissioner may~ 

9 @l suspend or revoke the certificate of authority of any insurer failing to file its annual statement 

10 as requ1red;_g_r: 

11 lb) impose a fine of up to $100 a day for each day that an insurer is late in filing its annual 

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

Section 19. Section 33-5-402. MCA. is amended to read: 

13 

14 

15 "33-5-402. Contributions to insurer. The attorney or other parties may advance to a domestic 

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

17 operations. Sums se advanced &Hall may not be treated as a liability of the insurere and, oxcopt Except upon 

18 liquidation of the insurer, shall not llo withdrawn or ropais oxcopt out of tho insyror's realized earneEI 

19 sYrplus in excess of its minimym requires sYrplus during any calendar year, the total of withdrawals and 

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

21 1 O % of the sums advanced as of the previous December 31 . Ne GYGh 6 withdrawal or repayment &Hall may 

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

23 or to loans for which security is given." 

24 

25 

26 

Section 20. Section 33-10-202, MCA, is amended to read: 

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

27 11) "Account" means any of the three accounts created under 33-10-203. 

28 (2) "Association" means the Montana life and health insurance guaranty association created under 

29 33-10-203. 

30 13) "Contractual obligation" means anv obligation under covered policies. 
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(4) "Covered policy" means any policy or contract within the scope of this part under subs0Gt1ons 

2 33-10-201 (41 through 16) of 33 1G 201. 

3 15) "Impaired insurer" means: 

4 IaI an insurer whiGh a/tor Julv 1, 197q_ that becomes insolvent and is placed under a final order 

5 of liquidation, rehabilitation, or supervision by a court of competent Iunsdict1on: or 

6 (bl an insurer considered by the commissioner after July 1. 1974, to be unable or potentially unaoIe 

7 to fulfill its contractual obligations. 

8 161 lal "Member insurer" means any insurer that is licensed or that holds a certificate of authority 

9 to transact any kind of insurance in this state for which coverage is provided under 33 2 201 33-10-201 

1 O and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended, 

11 revoked, not renewed, or voluntarily withdrawn. 

12 (bl The term does not include: 

1 3 Ii) a health service corporation; 

14 Iii) a health maintenance organization; 

15 (iii) a fraternal benefit society; 

16 iivi a mandatory state pooiing plan; 

17 Iv) a mutual assessment company or any entity that operates on an assessment basis; 

1 8 (vi) an insurance exchange; or 

19 !vii) an entity similar to any of the entities listed in subsections (6)(b)(i) through (6)(b)lvil. 

20 17) "Person" means any individual, corporation, partnership, association, or voluntary organization. 

21 18) ifil "Premiums" means direct gross insurance premiums and annuity considerations written on 

22 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

23 policyholders on the direct business. 

24 J.Ql ",;>rsAliURls" so The term does not include premiums and considerations on contracts between 

25 insurers and reinsurers. 

26 ill As used in 33-10-227, "!)roA1iuA1s" premiums are those for the calendar year preceding the 

27 determination of impairment. 

28 19) "Resident" means any person who resides in this state at the time that the impairment is 

29 determined and to whom contractual obligations are owed. 

30 110) "Unallocated annuity contract" means an annuity contract or group annuity certificate that 1s 
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1 · not issued to and owned by an individual, except to the extent of annuity benefits guaranteed ro an 

2 1nd,v1dual bv the insurer under the contract or certificate." 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

SECTION 21. SECTION 33-15-1105, MCA, IS AMENDED TO READ: 

"33-15-1105. Nonrenewal -- renewal premium. (11 @l An insured has a right to reasonable I1otIce 

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 111te11tIon. 

The insurer shall also mail or deliver a copy to the 1nsured's insurance producer. 

(b) Notification or nonrenewal to the 1nsured's insurance producer via electronic transfer ot darn 

or by electronic data retrieval device meets the requirement of a marled or delivered copy. 

(21 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. 

(31 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 

(bl 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 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. If tho insured has not boon 

so notified, ho mav sanssl ti:,o rono 111al flOlisv ,,.ithin 3Q davs aftor rsssivin9 ti:,s notioe. Tho insurer shall 

sontinuo sovora90 for a 13oriod of not loss than 3Q Ela~·s aftor mailin!:J or delivery of the notioe. If tho insursd 

torminatss tl=ie flOliov ,,..,ithin tho 3Q dav 13oriod, tho insurer sl=iall salsulate tl=io earned Jlrsmium f')ro rata 

based u13on tho 13rior f')olisv's rato. Tho new rato is offosti>•a only after tl=io ro~uiroEl 3Q Elav notifioation 

f')Sriod has boen mot. If tl=io insured does not torminato tho f'!Olisv, tho f)romium insrsaso and other sl=iangos 

are offootii•s tho dav tsllowin§ tl=is Jlrior J3ol1sv·s 011J31ratIon or annivorsarv date. 
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(2) This section does not apply if the increase in the rate or the rating plan, or both, results fror,1 

2 a classification change based on the altered nature or extent of the risk insured against." 

3 

4 Section 23. Section 33-16-1027. MCA. Is amended to read: 

5 "33-16-1027. Rate filing review. 11) The commIssIoner shall review each insurance filing to ensure 

6 compliance with the following guidelines: 

7 ia) The effective date of each worKers' compensation insurer or advisory organization filing must 

8 be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the 

9 date on which the filing is received by the commissioner or the date of receipt of the information furnished 

1 O in support of the filing, if the supporting information is required by the commissioner. 

11 (bl Upon written application of the insurer or advisory organization, the commissioner may 

12 authorize a filing that becomes effective before the expiration of the period described in subsection 11 )la). 

13 le) A filing is considered to have met the requirements of this part unless disapproved by the 

14 commissioner within the period described in subsection 11 )la) or any extension of the period. 

15 121 Whenever a filing is not accompanied by the information required under this section. the 

16 commissioner shall inform the filer of the deficiency within +G 30 days of the initial filing. The filing is 

17 considered made when the required information is furnished or when the filer certifies to the commissioner 

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

19 

20 

21 

Section 24. Section 33-17-102. MCA, is amended to read: 

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

22 11) "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

23 contractor or as the employee of an independent contractor or for fee or commission investigates and 

24 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

25 The term does not include a: 

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

27 lb) salaried employee of an insurer or of a managing general agent; 

28 le) licensed insurance producer who adjusts or assists in adjustment of losses arising under policies 

29 issued by the insurer; or 

30 Id) licensed third-party administrator who adIusts or assists in adjustment of losses arIsIng under 
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policies issued by the insurer. 

2 121 "Adiuster license" means a document issued by the commissioner that authorizes a person to 

3 act as an adjuster 

4 [31 (al "Administrator'' means a person who collects charges or premiums from res1de•,ts of this 

5 state In connection with life, disability, property, or casualty insurance or annuities or who adIusts o, settles 

6 claims on these coverages. 

7 lbl The term does not mean: 

8 (ii an employer on behalf of its employees or on behalf of the employees of one or more 

9 subsidiaries of affiliated corporations of the employer; 

1 O (iii a union on behalf of its members: 

11 (iii) (Al an insurer that is either authorized in this state or acting as an insurer with respect to a 

12 policy lawfully issued and delivered by it in ana pursuant to the laws of a state in which the insurer Is 

13 authorized to transact insurance; or 

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

15 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

16 whose activities are limited exclusively to the sale of insurance; 

17 (vi a creditor on behalf of its debtors with respect to insurance covering a debt between the 

18 creditor and its debtors; 

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

20 of the trust; 

21 (vii) a trust exempt from taxation under section 501 la) of the Internal Revenue Code or the trustees 

22 and employees of the trust; 

23 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

24 401 (f) of the Internal Revenue Code or the agents and employees of the custodian; 

25 (ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

26 by federal or state banking authorities; 

2 7 (x) a company that issues credit cards and that advances for and collects premiums or charges 

28 from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

29 Gf 

30 (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 

2 disability insurance or annuitiesc_;____QI 

3 (xii) a person appointed as a managing general agent in this state whose activities are limited 

4 excius1veiy to those described in 33-2- 1501 ( 10) and Title 33, chapter 2, part 16. 

5 14) 'Administrator license" means a document issued by the commissioner that authorizes a person 

6 to act as an administrator 

7 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

8 insurance policy, annuity, or pension contract, plan. or program or who makes recommendations or gives 

9 advice on an insurance policy, annuity, or pension contract, plan, or program. 

1 0 (61 "Consultant license" means a document issued by the commissioner that authorizes a person 

11 to act as an insurance consultant. 

12 (71 "Controlled business" means insurance procured or to be procured by or through a person upon 

13 the life, person, property, or risks of the person or the person's spouse, employer, or business. 

14 (Bl "Individual" means a private or natural person, as distinguished from a partnership, corporation, 

15 or assocIarIon. 

16 (9) "Insurance producer", except as provided in 33-17-103: 

17 (al means: 

1 B (il a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds: 

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

20 (Bl membership contracts as defined In 33-30-101; 

21 (ii) a managing general agent. For purposes of this chapter, the term "managing general agent" has 

22 the same meaning as set forth in 33-2-1501. 

23 (bl does not mean a customer service representative. For purposes of this definition. a "customer 

24 service representative" means a salaried employee of an insurance producer who assists and is responsible 

25 to the insurance producer. 

26 (10) "License" means a document issued by the commissioner that authorizes a person to act as 

27 an insurance producer for the kinds of insurance specified in the document. The license itself does not 

28 create actual, apparent, or inherent authority in the holder to represent or commit an insurer to a binding 

29 agreement. 

30 1111 "Person" means an individual. oartnersh1p. corporation, association, or other legal entity. 
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( 1 21 "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: 3 

4 "33-17-212. Examination required -- exceptions -- fees. I 1) Except as provided in su bsernon 1 7 1 

5 an individual applying for a license shall pass a written examination. The examination must test the 

6 knowledge of the individual concerning each kind of insurance listed in subsection 161 for which application 

7 is made, the duties and respons·1bilities of an insurance producer, and the insurance laws and rules of this 

8 state. The examination must be developed and conducted under rules adopted by the commissioner. 

9 (2) The commissioner may conduct the examination or make arrangements, including contracting 

10 with an outside testing service, for administering the examination and collecting the fees required by 

11 33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination 

12 from the applicant. 

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

14 141 An individual who fails to appear for the examination as scheduled or fails to pass the 

15 examination may reapply for an examination and shall remit all required fees and forms before being 

1 6 rescheduled for another examination. 

17 (5) If the applicant is a partnership or corporation, each individual who is to be named in the license 

18 as having authority to act for the applicant in its insurance transactions under the license shall take the 

19 examination. 

20 161 Examination of an applicant for a license must cover all of the kinds of insurance for which the 

21 applicant has applied to be licensed, as constituted by any one or more of the following classifications: 

22 (al life insurance; 

23 (bl disability insurance; 

24 le) property insurance. For the purposes of this provision, property insurance includes marine 

25 insurance. 

26 (di casualty insurance; 

27 (el surety insurance; 

28 If) credit life and disability insurance; 

29 (g) title insurance. 

30 17) This section does not apply to and an examination is not required of: 
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(al an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to 

2 be transacted as of or immediately prior to January 1, 1961, and thoroaftor sontintJiR§ who continues to 

3 be licensed; 

4 (bl an applicant for i! license covering the same kind or kinds of insurance as to which the applicant 

5 was licensed in this state, other than under a temporary license, within the 12 months immediately 

6 preceding the date of application unless the commissioner has suspended, revoked, or refused to continue 

7 the previous license, except that this subsection illlbl does not apply to a title insurance producer, as 

8 defined in 33-25-105; 

9 (cl an applicant for i! license as i! nonresident insurance producer; 

1 0 (d) an applicant for a license to sell all-risk federal crop insurance if the applicant provides 

11 certification from an appropriate governmental agency to the commissioner that l:l.e the applicant is qualified 

12 to sell the insurance: 

13 (el transportation ticket agents of common carriers applying for i! license to solicit and sell only: 

14 Ii) accident insurance ticket policies: or 

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

16 to their duties as transportation ticket agents; 

17 (fl an association applying for .e. license under 33-1 7-211; 

18 (g) a mechanical breakdown insurance producer.~ 

19 (h) a service contract insurance producer: or 

20 Will an individual who, within 60 days of cancellation of a license issued by the state of the 

21 individual's residence, files with the commissioner a current letter of clearance certifying that the individual 

22 has passed an examination and held an insurance license in good standing in the individual's state of 

23 iicensure, except that the individual shall take an examination pertaining to this state's law and each kind 

24 of insurance for which the individual has applied for a license and WffiBft that is not covered under the 

25 license held in the other state." 

Section 26, Section 33-17-301, MCA, is amended to read: 

26 

27 

28 "33-17-301, Adjuster license -- qualifications•· catastrophe adjustments -- public adjuster, (1) A 

29 person may not in this state act as or hold hiFRselt the person out to be an adjuster in this state unless 

30 licensed as an ad1uster under this chapter. A person shall apply for an adjuster license to the commissioner 

Legislative 
Services 

~. Division 
22 - HB 131 



55th Legislature HB0131.04 

according to forms that the commissioner prescribes and furnishes. The commissioner shall issue tne 

2 adjuster iicense to individuals qualified to be licensed as an ad1uster upon payment of the license fee 

3 provided in 33-2-708. 

4 I 21 To be licensed as an adjuster. the applicant: 

5 la) must be an individual 18 years of age or more: 

6 lbl must be a resident of Montana or resident of another state that will permit residents of Montana 

7 regularly to act as adjusters ,n the other state; 

8 (cl must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law 

9 school or have had experience or special education or training as to the handling of loss claims under 

1 O insurance contracts of sufficient duration and extent reasonably to make l=liffi the applicant competent to 

11 fulfill the responsibilities of an adjuster; 

12 (di must be trustworthy and of good character and reputation; and 

13 (el ~ must have and shall maintain in this state an office accessible to the public and shall keep 

14 in the office for not less than 5 years the usual and customary records pertaining to transactions under the 

15 license. This provision does not prohibit maintenance of the office in the home of the licensee. 

16 (3) A partnership or corporation, whether or not organized under the laws of this state, may be 

1 7 licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately 

18 licensed or is named in the partnership or corporation adjuster license and is qualified for an individual 

19 adjuster license. An additional full license fee must be paid for each individual in excess of one named in 

20 the partnership or corporation adjuster license to exercise its powers. 

21 (4) An adjuster license or qualifications are not required for an adjuster who is sent into this state 

22 by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or 

23 making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses 

24 resulting from a catastrophe common to all losses, 

25 (5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The 

26 license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708, 

27 accompanied by a written request for renewal. 

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

29 regulation of public adjusters," 

30 
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Section 27. Section 33-17-1203. MCA. is amended to read: 

2 "33-17-1203. Continuing education --basic requirements --exceptions. 11) Unless exempt under 

3 subsection (4): 

4 !al a person licensed to act as an insurance producer for property, casualty, surety, or title 

5 insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10 

6 credit hours of approved continuing education: 

7 (bl a person licensed to act as an insurance producer for life or disability insurance or as a 

8 consultant for life insurance shall. during each calendar year. complete at least 10 credit hours of approve□ 

9 contInuIng education; 

10 le) a person holding multiple licenses shall, during each calendar year. complete at least 1 5 credit 

11 hours of approved continuing education; 

12 (di a person licensed to act as an insurance producer only for credit life and disability insurance 

13 shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of 

14 insurance law. ethics, or credit life and disability msurance: 

15 {el a person licensed as an insurance producer or consultant shall, during each biennium. complete 

16 at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and 

1 7 admtnistrative rules. 

1 8 121 If a person licensed as an insurance producer or consultant completes more credit hours of 

19 approved continuing education in a year than the minimum required in subsection { 1), the excess credit 

20 hours may be carried forward and applied to the continuing education requirements of the next year. 

21 {31 The commissioner may, for good cause~. grant an extension of time, not to exceed 

22 year, during which the requirements imposed by subsection {1 I may be completed. 

23 {41 The minimum continuing education requirements do not apply to: 

24 (al a person licensed to sell any kind of insurance for which an examination is not required under 

25 33-17-212{7){d) through t-+tffi)- Jlli.b_J_; 

26 lb) a person holding a temporary license issued under 33-17-216; 

27 (cl a nonresident licensee who must meet continuing education requirements in the licensee's state 

28 of residence if that state assords grants substantially similar privileges to and has similar requirements Gf 

29 for residents of this state; 

30 (di a newly licensed insurance producer or consultant during the calendar year ,n which the 
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licensee first received a license: or 

le) an insurance producer or consultant otherwise exempted by the commissioner." 

Section 28. Section 33-18-210. MCA, is amended to read: 

2 

3 

4 

5 "33-18-210. Unfair discrimination and rebates prohibited -- property. casualty, and surety 

6 insurances. 11 l A title, property, casualty, or surety insurer or an employee. representative. or insurance 

7 producer of an insurer may not, as an inducement to purchase insurance or after insurance has been 

8 effected, pay, allow, ()I' giveL or offer to pay, allow, or give, directly or indirectly, a: 

9 (al rebate, discount, abatement, credit, or reduction of the premium named in the insurance policy; 

10 (bl special favor or advantage in the dividends or other benefits to accrue on the policy; or 

11 (cl valuable consideration or inducement not specified in the policy, except to the extent provided 

12 for in an applicable filing with the commissioner as provided by law, 

13 (2) An insured named in a policy or an employee of the insured may not knowingly receive or 

14 accept, directly or indirectly, a: 

1 5 (a) rebate, discount, abatement, credit, or reduction of premium; 

16 (bl special favor or advantage; or 

17 lei valuable consideration or inducement. 

18 (31 An insurer may not make or permit unfair discrimination in the premium or rates charged for 

19 insurance, in the dividends or other benefits payable on insurance, or in any other of the terms and 

20 conditions of the insurance either between insureds or property having like insuring or risk characteristics 

21 or between insureds because of race, color, creed, religion, or national origin. 

22 (4) This section may not be construed as prohibiting the payment of commissions or other 

23 compensation to duly licensed insurance producers or as prohibiting an insurer from allowing or returning 

24 lawful dividends, savings, or unabsorbed premium deposits to its participating policyholders, members, or 

25 subscribers. 

26 (5) An insurer may not make or permit unfair discrimination between individuals or risks of the 

27 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or 

28 limiting the amount of insurance coverage on a property or casualty risk because of the geographic location 

29 of the risk, unless: 

30 lal the refusal. cancellation, or lim1tatton Is for a business purpose that is not a mere pretext for 
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unfa;r discrimination; or 

2 (bl the refusal, cancellation., or limitation is reauired bv law or regulatory mandate, 

3 161 An insurer may not make or permit unfair discrimination between individuals or risks of the 

4 same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or 

5 limiting the amount of insurance coverage on a residential property risk or on the personal propertv 

6 contained in the residential property, because of the age of the residential property, unless: 

7 (a) the refusal, cancellation, or limitation is for a business purpose that is not a mere pretext for 

8 unfair discrimination; or 

9 (bl the refusal, cancellation, or limitation is reauired bv law or regulatory mandate. 

1 O (7) An insurer may not refuse to insure. refuse to continue to insure, or iimit the amount of 

11 coverage available to an individual because of the sex or marital status of the individual, However, an 

12 insurer mav take marital status into account ior the purpose of defining persons eligible for dependents' 

13 benefits. 

14 (8) An insurer may not terminate or modify coverage or refuse to issue or refuse to renew a 

1 5 property or casualty policy or contract of insurance solely because the applicant or insured or any employee 

16 of either Is mentally or physically impaired. However, this subsection does not apply to accident and health 

17 insurance sold by a casualty insurer, and this subsection may not be interpreted to modify any other 

1 8 provision of law relating to the termination, modification, issuance, or renewal of any insurance policy or 

19 contract. 

20 (91 An insurer may not refuse to insure, rnluso ts 00ntinu0 ts insure, charge higher rates, or limit 

21 the amount of coverage available to an individual based solely on adverse information contained in a driving 

22 record that is 3 years old or older, However, an insurer may provide discounts to an insured based on 

23 favorable aspects of an insured's claims history that is 3 years old or older, 

24 110) An insurer may not charge points on, rsluss to issue, REFUSE TO ISSUE, refuse to renew, 

25 remove an existing discount on, or surcharge a private passenger motor vehicle policy because of a claim 

26 submitted under the insured's policy if the insured was not at fault. 

27 (111 (al For the purposes of this subsection (11), "credit history" means that portion of a credit 

28 report or background report that addresses the applicant's or insured's debt payment history or lack of 

29 history but does not include public information including convictions, lawsuits, bankruptcies, or similar 

30 public information. 
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lb) An insurer writing automobile or homeowner insurance may not refuse to insure, refuse to 

2 continue to insure. charge higher rates, or limit the scope or amount of coverage or benefits available to 

3 an individual based solely on the insurer's knowledge of the individual's credit history unless: 

4 111 the insurer possesses substantial documentation that credit history is significantly correiated 

5 wItn the types of risks insured or rn be ,ns"red. 

6 (iii the insurer sends written communication to the individual disclosing that thti insurance coverage 

7 was declined, not renewed, or limited in scope or amount of coverage or benefits because of credit 

8 information relating to the applicant or the insured; and 

9 liii) upon subsequent request of the individual, mailed within 10 days of receipt of the denial. 

1 O nonrenewal, or limitation, the insurer provides the individual with a copy of the credit report at issue or the 

11 name and address of a third party from whom the individual may obtain a copy of the credit report, within 

1 2 10 days of receipt of the request, 

13 (cl The provisions of this subsection 111 l are not intended to conflict with any disclosure provisions 

14 of state law or the federal Truth in Lending Act applicable to lending institutions, credit bureaus, or other 

15 credit service organizations that maintain or distribute credit histories on insurance applicants or 

16 policyholders," 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

SeGtian 27. SostioA 33 18 3Q1, MCA, is amoAdod to roae: 

"33 18 3G1. Prahibitell relatiane with m0rt11aries. (1 l A lilo iAs1c1rer aAd its ollisers, ompleysos, 

or roproseAtatives rAay Rot OWA, maAa!JB, s1c1porvise, operate, or maiAtaiR aAy mort1c1ary, f1c1Aoral, or 

1c1ndsrtakin13 ostaslishmeRt in MoAtaRa. 

I 2) o lifo iRs1c1ror may Rot soRtrast or a13roo witi=I aAy f1c1Aoral dirostor, m0rt1c1ary, or 1c1Adortaker that 

tho f1c1Roral direstor, 1c1Reertaker, or mort1c1arv si=lall 00Ae1c1ot ti=le foReral or tie named soAefisiary of aRy 

p8F6OR iRSldrBB sy ti=le iASlclFBF, Ti=lis 61dBS8GtioR 9086 Rot prohibit a life iRSldFOF from makiR€J inwraAGO, 

desi€Jnatoe as foneral iRs1c1ranse, a1;ailatile, 

(3) /\ foneral ins1c1rans0 polisy ane any selisitation material for ti=le pelis•f must slearly ineisate ti=lat: 

(al ti=lo pelio•f is a life iAsuraAse produot; 

(ti) the applisaRt may eesi§Aate the soAefisiary, pre¥ided that there is aA appropriate ane ins1c1rasle 

iAtorost; ~ 

(s} tho seAolisiary may uso ti=lo prossods ior any f'lurpose; aRd~ 
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ldlill an,• 6:!J:.i attempt b,• the ins.irer or its repres0ntati110 to have the insures €10signate a spsoifio 

2 bensfioiary, inoluding but not limited to a f.ineral direotor, mortllary, or undortakor, oonstitutos a •;1oiat1on 

3 of this seotion ow1ishablo as a n1isdeinean0r p.irsuant to subseotion I 4 I ®· 

4 16! An insured ma,• designate a funeral direotor, mortuary, or un€1ertakor as a speoifiG bonofio,arv 

5 only when tho Gash value of the polioy a€111ersoly affoots tho insurod's finanoial oon€1ition for tho p1,rposo 

6 of determining the a>Jailability of modisa1d benofits. 

7 (4 lifil Eaoh violation of this seotion oonstit1,tos a miscJemeanor p1,nishallle lly a lino of not more 

8 than $1,000 or lly imsirisonment for not more than €l monthsL or lloth." 

9 

10 

1 1 

Section 29. Section 33-20-101, MCA, is amended to read: 

"33-20-101. Scope. 11) Except as provided ,n subsection {2), parts 1 through 5 of this chapter 

1 2 apply only to contracts of life insurance and annuities, other than reinsurance, group life insurance, and 

13 group annuities. 

14 {21 Sections 33-20-114 and 33-20-131 also apply to group life insurance and group annuities." 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

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 in€1i11i€1ual gro1,si'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 

lb) cause the financial impairment of the insurer to the extent that further transaction of insurance 

by the insurer injures or 1s hazardous to its policyholders or to the public. 

121 Subsection 11) 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 

30 certificate of insurance delivered or issued tor delivery or renewed after October 1, 1981. must contain a 
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provision that if the insurance or any portion of it on a person or the person's dependents or iamiiy 

2 members covered under the policy ceases because of termination of the person's employment or of the 

3 person's membership in the class or classes eligible for coverage under the policy or as a result of a 

4 person's employer discontinuing the employer's business or as a result of a person's employer discontinuing 

5 the group disability insurance policy and not providing for anv other group disability insurance or plan and 

6 if the person had been insured for a period of 3 months and the person is not insured under another maIor 

7 medical disability insurance policy or plan, the person is entitled to have issued to the person bv the insurer, 

8 without evidence of insurability, group coverage or an individual policy or, in the absence ot an 111dIvIduai 

9 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

1 O on the person or the person's dependents or family members if application for the indiviaual policy is made 

11 and the first premium tendered to the insurer within 31 days after the termination of group coverage. 

12 121 The individual policy or group policy, at the option of the insured, may be on any form then 

13 customarily issued by the insurer to individual or group policyholders, with the exception of a policy the 

14 eligibility for which is determined by affiliation other than by employment with a common entity. In addition, 

15 the insurer shall make available a conversion policy as required by subsection (4). 

16 131 The premium on the individual policy or group policy must be at no more than 200% of the 

17 insurer's then customary rate applicable to the coverage of the individual or group policy, The customary 

18 rate is that rate that is normally issued for medically underwritten policies without discount for healthy 

19 lifestvles. 

20 141 The insurer shall also make available an indi.,ieh;al 2 conversion policy, certificate, or 

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

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

23 the insurer shall make available an indi,.id;,1al 2 conversion policy, certificate, or membership contract that 

24 provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of 

25 the highest rate charged for that plan," 

26 

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: 

27 

28 

29 

30 (al in the case of an individual medicare supplement policy, the person who seeks to contract for 
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insurance benefits; and 

2 (bl in the case of a group medicare supplement policy, the proposed certificate holder. 

3 121 "Certificate" means a certificate delivered or issued for delivery in this state under a grouo 

4 medicare supplement policy. 

5 131 "Certificate form" means the form on which the certificate is delivered or issued tor delivery 

6 by the issuer. 

7 (41 "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined ,n 

8 33-30-1 O 1, and a health maintenance organization as defined in 33-31-102, 

9 ! 5 I "Health care expenses": 

1 O {al means expenses of a health maintenance organization associated with the delivery of health 

11 care services that are analogous to incurred losses of an insurer; 

12 (bl does not include home office and overhead costs, advertising costs, commissions ano other 

13 acquisition costs, taxes, capital costs, administrative costs, or claims processing costs. 

14 (6) "Issuer" includes insurance companies, fraternal benefit societies, health care service plans, 

15 health maintenance organizations, and any entity delivering or issuing tor delivery in this state med1care 

16 supplement policies or certificates, 

17 (7) "Medicare" means Health Insurance for the Aged, Title XVIII of the Social Security Amendments 

18 of 1965, as then constituted or later amended, 

19 18) "Medicare supplement policy" means a group or individual policy of disability insurance or a 

20 subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under 

21 42 IJ.S.C, 139§1 or 1390mm 42 U.S,C, 1395ss(g)(1), or a policy issued under a demonstration project 

22 authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or 

23 designed primarily as a supplement to reimbursements under medicare tor the hospital, medical, or surgical 

24 expenses of persons eligible for medicare, The term does not include: 

25 {a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund 

26 established by one or more employers or labor organizations, or a combination of employers, organizations, 

27 and trustees, for employees or former employees, or a combination of current and former employees, or 

28 for members or former members, or a combination of current and former members, of the labor 

29 organizations; or 

30 {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 orovis1or1s 

2 that are inconsistent with the requirements of this part or policies issued to employees or members as 

3 additions to franchise plans in existence on April 8, 1981. 

4 i91 "Policy form" means the form on which the policy is delivered or issued for delivery by the 

5 issuer. 

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

6 

7 

8 "33-22-907. Disclosure standards -- informational brochure -- rules. (1 I In order to provide for full 

9 and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement 

1 0 policy may not be delivered or issued for delivery in this state and a certificate may not be delivered 

11 pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an 

1 2 outline of coverage is delivered to the applicant at the time that application is made, The outline of coverage 

13 must be filed with the commissioner as required by 33-1-501, The filing must be made at least 60 days in 

14 advance of the date that the outline of coverage is delivered to any resident of this state, 

15 (2) (a) The commissioner shall prescribe the format and content of the outline of coverage required 

1 6 by subsection ( 1), 

1 7 (bl For purposes of this section, "format" means style, arrangements, and overall appearance, 

18 including such items as the size, color, and prominence of type and the arrangement of text and captions. 

19 le) The outline of coverage must include: 

20 (ii a description of the principal benefits and coverage provided in the policy or certificate: 

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

22 !iii) a statement of the renewal provisions, including any reservation by the issuer of a right to 

23 change premiums and disclosure of the existence of any automatic renewal premium increases based on 

24 the policyholder's or certificate holder's age; 

25 \iv) a statement that the outline of coverage is a summary of the policy or certificate issued or 

26 applied for and that the policy or certificate should be consulted to determine governing contractual 

27 provisions, 

28 (3) The commissioner may prescribe by rule a standard form and the contents of an informational 

29 brochure for persons eligible for medicare, which is intended to improve the buyer's ability to select the 

30 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 

2 provided to any prospective insureds eligible for medicare at the same time that the outline of coverage ,s 

3 delivered. With respect to direct response insurance policies, the commissioner may require bv rule that the 

4 prescribed brochure be provided upon request, but not later than the time of policy delivery lO anv 

5 prospective insureds eligible for medicare. 

6 141 The commissioner may adopt reasonable rules for captions or notice requirements. determined 

7 to be in the public interest and designed to inform prospective insureds that particular insurance coverages 

8 are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons 

9 eligible for medicare, other than: 

1 O (al medicare supplement policies or certificates; or 

11 (bl disability income policies.; 

1 2 (GI basiG, satastrophis. or ffiajor FR0disal ol,pansa polisias; 

13 Id) single promi~m. nonronowablo 00hs10s; or 

14 (al other J'IOlisios oxsoptod in JJ 22 903/ili. 

15 151 The commissioner may further adopt reasonable rules to govern the full and fair disclosure of 

16 the information in connection with the replacement of accident and sickness policies or certificates by 

17 persons eligible for medicare. 

18 (6) As soon as practicable, but no later than 30 days before the annual effective date of a medicare 

19 benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state 

20 shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule, 

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

22 

Section 34. Section 33-22-910, MCA, is amended to read: 23 

24 "33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or 

25 certificates in this state shall provide to the commissioner for the commissioner's ro•;iow or approval a copy 

26 of any medicare supplement advertising intended for use in this state, whether through written, radio, or 

27 television medium." 

28 

29 

30 

Section 35. Section 33-22-1803, MCA, is amended to read: 

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

legislative 
Services 
~ Division 

· 32 - HB 131 



55th Leg,slawre 

( 1 I "Actuarial certification" means a written statement by a member of the American academy of 

2 actuaries or other individual acceptable to the commissioner that a small employer carrier Is 111 compliance 

3 with the provIsIons of 33-22-1809. based upon the person's examination, including a review of me 

4 appropriate records and of the actuarial assumptions and methods used by the small emplover earner 111 

5 establishing premium rates for applicable health benefit plans. 

6 121 "Affiliate" or "affiliated" means anv entity or person who directly or indirectly, through one or 

7 more intermediaries. controls. is controlled bv. or is under common control with a specified entity or person. 

8 13) "Assessable carrier" means all earners of disability insurance, including excess of loss and stop 

9 loss disability insurance. 

10 14) "Base premium rate" means. for each class of business as to a rating period. the lowest 

11 premium rate charged or that could have been charged under the rating system for that class of business 

12 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

13 with the same or similar coverage. 

14 (5) "Basic health benefit plan" means a health benefit plan, except a uniform health benefit plan, 

1 5 developed by a small employer carrier. that has a lower benefit value than the small employer carrier's 

16 standard benefit plan and that provides the benefits required by 33-22-1827. 

17 (6) "Benefit equivalency" means a method developed by the small employer carrier for comparing 

18 the types of health care services and articles covered under a health benefit plan with the types of health 

19 care services required to be covered under a uniform, basic, or standard health benefit plan. 

20 17) "Benefit value" means an actuarially based method developed by the small employer carrier for 

21 comparing the value of determinable contingencies covered under a health benefit plan with the value of 

22 determinable contingencies required under a uniform. basic. or standard health benefit plan. 

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

24 (9) "Carrier" means any person who provides a health benefit plan in this state subject to state 

25 msurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

26 society, a health service corporation, and a health maintenance organization. For purposes of this part, 

27 companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated 

28 as one carrier, except that the following may be considered as separate carriers: 

29 (a) an insurance company or health service corporation that is an affiliate of a health maintenance 

30 organization located in this state: 
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lb) a health maintenance organization located in this state that is an affiliate of an insurance 

2 company or health service corporation; or 

3 Ic1 a health maintenance organization that operates only one health maintenance organI2atIon in 

4 an established geographic service area of this state. 

5 1101 "Case characteristics" means demographic or other objective characteristics of a small 

6 employer that are considered by the small employer carrier in the determination of premium rates for ihe 

7 small employer, provided that gender, claims experience, health status, and duration of coverage are not 

8 case characteristics for purposes of this part. 

9 (11) "Class of business" means all or a separate grouping of small employers established pursuant 

10 to 33-22-1808. 

11 (12) "Dependent" means: 

12 (a) a spouse or an unmarried child under 19 years of age; 

13 (bl an unmarried child, under 23 years of age, who is a full-time student and who is financially 

14 dependent on the insured; 

15 (c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

16 and 33-30-1003; or 

17 (d) any other individual defined as a dependent in the health benefit plan covering the employee. 

18 (13) "Eligible employee" means an employee who works on a full-time basis with a normal 

19 workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include 

20 an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long 

21 as this eligibility criteria is applied uniformly among all of the employer's employees. The term includes a 

22 sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or 

23 independent contractor is included as an employee under a health benefit plan of a small employer. The 

24 term does not include an employee who works on a part-time, temporary, or substitute basis. 

25 I 141 "Established geographic service area" means a geographic area, as approved by the 

26 commissioner and based on the carrier's certificate of authority to transact insurance In this state, within 

27 which the carrier is authorized to provide coverage. 

28 I 15) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 

29 and mental health care issued by an insurance company, a fraternal benefit society, or a health service 

30 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 
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not include: 

2 lai accident-only, credit, dental, vision. specified disease, medicare supplement. Iong-term c,n,. 

3 or disab1'1ty ,ncome insurance or any other limited benefit plan; 

4 lb:, coverage issued as a supplement to liability insurance. workers' compensation insurance. or 

5 similar insurance; or 

6 (cl automobile medical payment insurance. 

7 ( 161 "Index rate" means, for each class of business for a rating period for small employers with 

8 similar case characteristics, the average of the applicable base premium rate and the corresponding highe~t 

9 premium rate. 

10 ( 171 "Late enrollee" means an eligible employee or dependent who requests enrollmem in a health 

11 benefit plan of a small employer following the initial enrollment period during which the ind1v1duaI was 

12 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

13 a period of at least 30 days. However. an eligible employee or dependent may not be considered a late 

14 enrollee if: 

15 la) the individual requests enrollment within 30 days after termination of the qualifying previous 

16 coverage and: 

17 (ii the individual was covered under qualifying previous coverage at the time of the initial 

1 8 enrollment; or 

19 Iii) the individual lost coverage under qualifying previous coverage as a result of termination of 

20 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 

21 spouse, or divorce; 

22 (bl the individual is employed by an employer that offers multiple health benefit plans and the 

23 individual elects a different plan during an open enrollment period; or 

24 (cl a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

25 a covered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

26 of the court order. 

27 (18) "New business premium rate" means, for each class of business for a rating period, the lowest 

28 premium rate charged or offered or that could have been charged or offered by the small employer carrier 

29 to small employers with similar case char.acteristics for newly issued health benefit plans with the same or 

30 similar coverage. 
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( 191 "Plan of operation" means the operation of the program established pursuant 10 33-22-1818. 

2 1201 "Premium" means all money paid by a small employer and eligible employees as a cond1t1on 

3 of receiving coverage from a small employer earner, including any fees or other contributions associated 

4 with the health benefit plan. 

5 121 I "Program" means the Montana small employer health reinsurance program crearea bv 

6 33-22-1818. 

7 1221 "Qualifying previous coverage" means benefits or coverage provided under: 

8 (al medicare or medica1d; 

g !bl an employer-based health insurance or health benefit arrangement that provides benefits similar 

1 O to or exceeding benefits provided under the minimum basic health benefit plan; or 

11 (cl an individual health insurance policy, including coverage issued by an insurance company, a 

12 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

13 benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided 

14 that the policy has been in effect for a period of at least 1 year. 

15 (23) "Rating period" means the calendar period for which premium rates established by a small 

16 employer carrier are assumed to be in effect. 

1 7 1241 "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

1 8 pursuant to 33-22-1819. 

19 (25) "Restricted network provision" means a provision of a health benefit plan that conditions the 

20 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

21 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 1 7, or Title 33, chapter 31, 

2 2 to provide health care services to covered individuals. 

23 1261 "Small employer" means a person, firm, corporation, partnership, or association that is actively 

24 engaged in business and that, on at least 50% of its working days during the preceding cal:.•ndar quarter, 

25 employed at least 3 but not more than 25 eligible employees, the majority of whom v.;,, ,, e·, ed within 

26 this state or were residents of this state. In determining the number of eligible emplov•aes, compan18S are 

27 considered one employer if they: 

28 (a) are affiliated companies; 

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

30 (cl are members of an association that· 
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Iii has been in existence for 1 vear orior to January 1, 1 994; 

2 Iiil provides a health benefit plan to employees of its members as a group: and 

3 iii\ does not deny coverage to any small employer member of its association or anv emp,ovee cf 

4 its smal: employer members who applies for coverage as part of a group. 

5 1271 "Small employer carrier" means a carrier that offers health benefit plans that cover elig1blP 

6 employees of one or more small employers in this state. 

7 128\ "Standard health benefit plan" means a health benefit plan that Is developed bv a small 

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

Section 36. Section 33-22-1819, MCA, is amended to read: 

9 

10 

1 1 "33-22-1819. Program plan of operation -- treatment of losses -- exemption from taxation. 11 I 

12 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

13 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure the 

14 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

15 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair 

16 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

17 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

18 section. The plan of operation is effective upon written approval by the commissioner. 

19 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment, 

20 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

21 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

22 of operation is submitted by the board and approved by the commissioner. 

23 I 3\ The plan of operation must: 

24 la) establish procedures for the handling and accounting of program assets and money and for an 

25 annual fiscal reporting to the commissioner; 

26 lb) establish procedures for selecting an administering carrier and setting forth the powers and 

27 duties of the administering carrier; 

28 (cl establish procedures for reinsuring risks in accordance with the provisions of this section; 

29 (d) establish procedures for collecting assessments from assessable carriers to fund claims incurred 

30 by the program; 
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le) establish procedures for allocating a portion of premiums collected from reinsuring carriers to 

2 fund administrative expenses incurred or to be incurred by the program: and 

3 (fl provide for any additional matters necessary for the implementation and administration of the 

4 program. 

5 (41 The program has the general oowers and authority granted under the laws of this stare w 

6 insurance companies and health maintenance organizations iicensed to transact business. except the power 

7 to issue health benefit plans directly to either groups or 1ndiv1duals. In addition, the program may: 

8 (al enter into contracts as are necessary or proper to carry out the provisions ano purposes of this 

9 part, including the authority, with the approvai of the commissioner, to enter into contracts with similar 

10 programs of other states for the joint performance of common functions or with persons or other 

11 organizations for the performance of administrative functions; 

12 (bl sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

13 and penalties for, on behalf of, or against the program or any reinsuring carriers: 

14 lei take any legal action necessary to avoid the payment of improper claims against the program; 

15 (di define the health benefit plans for which reinsurance will be provided and to issue reinsurance 

16 policies in accordance with the requirements of this part; 

17 (el establish conditions and procedures for reinsuring risks under the program; 

18 If) establish actuarial functions as appropriate for the operation of the program; 

19 (gl appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

20 assistance in operation of the program, policy and other contract design, and any other function within the 

21 authority of the program; 

22 lh) to the extent permitted by federal law and in accordance with subsection (8)Icl, make annual 

23 assessments against assessable carriers and make interim assessments to fund claims incurred by the 

24 program; and 

2 5 (ii borrow money to effect the purposes of the program, Any notes or other evidence of 

26 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

27 assets. 

28 151 A reinsuring carrier may reinsure with the program as provided for in this subsection (5): 

29 (al With respect to a basic health benefit plan or a standard health benefit plan, the program shall 

30 reinsure the level of coverage provided and, with respect to other plans. the program shall reinsure uo ro 
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the level of coverage provided in a basic or standard health benefit plan. 

2 (bi A small employer carrier may reinsure an entire employer group within 60 days of ,he 

3 commencement of rhe group's coverage under a health benefit pIan. 

4 IcI A reinsuring cam,,r may reinsure an eligible employee or dependent within a period of 60 days 

5 following the commencement of coverage with the small employer. A newly eligible employee or dependent 

6 of the reinsured small employer may be reinsured within 60 days of the commencement of • erage. 

7 (di Ii) The program may not reimburse a reinsuring carrier with respect to the claims ot a re,nsured 

8 employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent 

9 of $5,000 in a calendar year for benefits covered by the program. In addition. the reinsuring carrier 1s 

10 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program 

11 shall reinsure the remainder. A reinsuring carrier's liability under this subsection ld)(il may nor exceed a 

12 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

13 (ii) The board annually shall adjust the initial level of claims and maximum limit to be retained by 

14 the carrier to reflect increases in costs and utilization within the standard market for health benefit plans 

15 within the state. The adjustment may not be less than the annual change in the medical component of the 

16 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

17 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

1 8 (el A small employer carrier may terminate reinsurance with the program for one or more of the 

19 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

20 (fl A small employer group health benefit plan in effect before January 1, 1994, may not be 

21 reinsured by the program until January 1, 1 QQ7, ana then only if the board determines that sufficient 

22 funding sources are available. 

23 (g) A reinsuring carrier shall apply all managed care and claims-handling techniques. including 

24 utilization review, individual case management, preferred provider provisions, and other managed care 

25 provisions or methods of operation consistently with respect to reinsured and nonreinsured business. 

26 (61 la) As part of the plan of operation, the board shall establish a methodology for determining 

27 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

28 section. The methodology must include a system for classification of small employers that reflects the types 

29 of case characteristics commonly used by small employer carriers in the state. The methodology must 

30 provide for the development of base reinsurance premium rates that must be multiplied by the factors set 
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forth in subsection (61(bl to determine the premium rates for the program. The base reinsurance premium 

2 rates must be established by the board, subject to the approval of the commissioner, and must be set at 

3 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the 

4 calendar year. For purposes of this section, expenses include administrative expenses, one-half of the 

5 program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred, 

6 adjusted to reflect retention levels required under this part. 

7 (bl Premiums for the program are as follows: 

8 (i) An entire small employer group may be reinsured for a rate that is one and one-half times the 

9 base reinsurance premium rate for the group established pursuant to this subsection 16). 

1 0 (ii) An eligible employee or dependent may be re1nsured for a rate that is five times the base 

11 reinsurance premium rate for the individual established pursuant to this subsection (61. 

12 (cl The board shall annually review the methodology established under subsection (6)1a). including 

13 the system of classification and any rating factors, to ensure that it is actuarially sound and that ,t 

14 reasonably reflects the claims experience of the program. The board may propose changes to the 

15 methodology that are subject to the approval of the commissioner. 

16 (d) The board may consider adjustments to the premium rates charged by the program to reflect 

17 the use of effective cost containment and managed care arrangements. 

18 (7) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

19 the premium charged to the small employer for any rating period for the coverage issued must meet the 

20 requirements relating to premium rates set forth in 33-22-1809. 

21 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner 

22 the program net loss for the previous calendar year, including administrative expenses and incurred losses 

23 for the year, taking into account investment income and other appropriate gains and losses, and the 

24 actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the 

25 previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment 

26 amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount 

27 must equal the actuarially anticipated losses for the calendar year. 

28 (bl Iii Each assessable carrier shall share in the program in an amount determined by multiplying 

29 the total assessment amount by a fraction, the numerator of which is the number of individuals in this state 

30 covered under disability insurance by the assessable earner and the denominator of wh1cn 1s the ,1umner 
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of all individuals ,n this state covered under disability insurance by all assessable carriers. 

2 Iii) The board shall make a reasonable effon to ensure that each insured individual Is counted oniv 

3 once for the purpose of assessment. The board shall require each assessable carrier that provides excess 

4 of loss or stop loss insurance to include in its count of insured individuals all individuals whose coverage 

5 Is reinsured in whole or In part, including coverage under excess of loss or stop loss insuranrn. Tr.e board 

6 shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count ot 

7 insured individuals those who have been counted by a primary disability insurer or by a primary remsurer. 

8 liii) The beard shall base each assessable carrier's assessment en re~erts filod "'ith tho 

9 camA=1IssI0nor as rec:i~irad b•t 33 22 1820. The board may use any reasonable method of estimating the 

1 O number of individuals insured by an assessable carrier if the specific number is unknown. 

' 11 lei The board shall make an annual determination in accordance with this section of each 

12 assessable carrier's liability for its share of the contribution to the program and, except as otherwise 

13 provided by this section, make an annual assessment against each assessable carrier to the extent of that 

14 liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written 

15 notice of the assessment. An assessable earner that ceases doing business within the state is liable for 

16 assessments until the end of the calendar year in which the assessable carrier ceased doing business. The 

17 board may determine not to assess an assessable carrier if the assessable carrier's liability determined in 

18 accordance with this section does not exceed $10. 

19 (d) The board may establish and maintain program reserves not to exceed five times the actuarially 

20 anticipated losses for the calendar year. 

21 (el If the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum 

22 of the administrative expense.sand incurred claims for that year, the board may proportionately credit the 

23 excess to assessable carriers or it may place the excess in program reserves, subject to the limits in 

24 subsection 1811d). 

25 (9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

26 procedures; or any other joint collective action required by this part may not be the basis of any legal 

27 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

28 or separately. 

29 ( 10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

30 levels ot compensation to be paid to producers for the sale ot basic and standard health benefit plans. in 
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establishing the standards, the board shall take into consideration the need to ensure the broad availability 

2 of coverages, the obIectives of the program, the time and effort expended in placing the coverage, the need 

3 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 

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

5 1111 The program is exempt from taxation. 

6 1121 On or before March 1 of each year, the commissioner shall evaluate the operation of the 

7 program and report to the governor and the legislature in writing the results of the evaluation. The report 

8 must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

9 appropriateness of premiums charged by the program, the level of insurance retention under me program, 

1 O the cost of coverage of small employers, and any recommendations for change to the plan of operation. 

11 ( 131 All premiums and other money paid to the small employer carrier reinsurance program and all 

12 property and securities acquired through the use of money and interest and dividends earned on money 

13 belonging to the small employer carrier reinsurance program are solely the property of the program and 

14 must be used exclusively for the operations and obligations of the program. Money collected by the 

15 progr,im is not subject to legislative appropriation." 

16 

Section 37. Section 33-22-1820, MCA, is amended to read: 17 

18 "33-22-1820, Periodic market evaluation -- report. The eoarEJ shall commissioner may study and 

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

20 of this part. The report must analyze the effectiveness of this part in promoting rate stability, product 

21 availability, and coverage affordability. The report may contain recommendations for actions to improve the 

22 overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report 

23 must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans 

24 to small employers in fulfillment of the purposes of this part. The report may contain recommendations for 

25 market conduct or other regulatory standards or action." 

26 

Section 38. Section 33-22-1828, MCA, is amended to read: 27 

28 "33-22-1828. Benefits required in standard benefit plan. 11 I The minimum benefits must be equal 

29 to at least 75% of the covered expenses in excess of an annual deductible that does not exceed $500 per 

30 person or $1,000 per family. The coverage must include a lim1tat1on 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 

2 a maximum lifetime benefit. but a maximum. if anv, mav not be less than $1 million. 

3 121 The commissioner may not require coverage in a standard health benefit plan for any benefa 

4 unless other provisions of Title 33. chapter 22, 30. or 31. specifically require coverage for the benefit. A 

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

6 131 A standard health benefit plan provided by a health maintenance organization or a basic healtl1 

7 benefit plan with a restricted network provIsIon must provide a comparable level of benefits to those 

8 required by subsection ( 1 I, as determined by the so Refit BE1UiYal0m;y a Rs benefit value." 

9 

10 Section 39. Section 33-30- 102, MCA, is amended to read: 

11 "33-30-102. Application of this chapter-- construction of other related laws. (1 l All health service 

12 corporations are subject to the provisions of this chapter. In addition to the provisions contained in this 

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

14 33-3-308: 33-3-701 through 33-3-704; 33-17-101; Title 33, chapter 17, parts 2 and 10 through 1 2; and 

15 Title 33, chapters 1, 15, 18, 19. and 22, except 33-22-111; aREJ 33 3 701 Hirough 33 3 70~. 

16 (21 A law of this state other than the provisions of this chapter applicable to health service 

17 corporations must be construed in accordance with the fundamental nature of a health service corporation, 

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

19 

Section 40. Section 33-30-107, MCA, is amended to read: 20 

21 "33-30-107. Annual statement. (1) On or before March 1 of each year, each health service 

22 corporation shall file an annual statement for the preceding year on form No. 13 N.A.I .C. with the 

23 commissioner of insurance. This annual statement must be completed in accordance with the national 

24 association of insurance commissioners' annual statement instructions. 

25 (2) The health service corporation shall file a statement containing any other information concerning 

26 its financial affairs that may be reasonably requested by the commissioner. 

27 (3) (a) Each health service corporation shall file electronic diskette versions of its annual and 

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

29 submission of the annual statement diskette is March 1. The filing dates for the other three quarterly 

30 statements are as follows: 
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Ii) the first quarter statement is due Mav 1 5: 

2 Iii) the second quarter statement is due August 15; and 

3 (iii) the third quarter statement is due November 15. 

4 !bl The commissioner may exempt health service corporations operating only in Montana from 

5 these filing requirements. 

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

7 SERVICE CORPORATION'S organization's license or impose a fine not to exceed $100 a day and not to 

8 exceed $1,000 upon a health maintenanss srganizatisn SERVICE CORPORATION that fails to file an annual 

9 statement as required by this part." 

Section 41. Section 33-31-111, MCA, is amended to read: 

10 

11 

12 "33-31-111 . Statutory construction and relationship to other laws. I 1l Except as otherwise 

13 provided in this chapter, the insurance or health service corporation laws do not apply to any health 

14 maintenance organization authorized to transact business under this chapter. This provision does not apply 

1 5 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service 

16 corporation laws of this state except with respect to its health maintenance organization activities 

1 7 authorized and regulated pursuant to this chapter. 

18 {2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

19 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

20 by health professionals. 

21 13) A health maintenance organization authorized under this chapter may not be considered to be 

22 practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

23 14) The provisions of this chapter do not exempt a health maintenance organization from the 

24 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

25 (5) The provisions of this section do not exempt a health maintenance organization from the 

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

27 33-3- 701 through 33-3- 704. A health maintenance organization must be considered an insurer for the 

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

29 

30 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. 11) 

2 Unless it is operated by an insurer or a health service corporation as a plan, each authorized nealth 

3 maintenance organization shall annually on or before March 1 file with the commissioner a full and uue 

4 statement of ,ts financial condition, transactions. and affairs as of the preceding Decembe, 31. The 

5 statement must be in the general form and content required by the commissioner. The statement must oe 

6 verified by the oath of at least two principal officers of the health maintenance organization. The 

7 commissioner may in his dissrsticrn waive any verification under oath. 

8 (2) At the time of filing its annual statement, the health maintenance organization shall pay the 

9 commissioner the fee for filing its statement as prescribed in 33-31-212. The commissioner may refuse to 

10 accept the fee for continuance of the insurer's certificate of authority, as provided in 33-31-21 2, may 

11 impose a penalty of $100, or may in his ElisGFetion suspend or revoke the certificate of authority of a health 

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

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

14 (3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,0001>6f for 

15 ~ violation upon a director, officer, partner, member, insurance producer, or employee of a health 

16 maintenance organization who knowingly subscribes to or concurs in making or publishing an annual 

17 statement required by law that contains a material statement~ that is false. 

18 (4) The commissioner may require &YGl:l reports as-46 that the commissioner considers reasonably 

19 necessary and appropriate to enable Rim the commissioner to carry out I.is the commissioner's duties under 

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

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

22 

23 NEW SECTION, Section 43. Uniform claim forms and procedures. W The commissioner of 

24 insurance, after consultation with the health care advisory council, may adopt by rule uniform health 

25 insurance claim forms and uniform standards and procedures for the use of the forms and processing of 

26 claims, including the submission of claims by means of an electronic claims processing system. 

27 (2) n,o sommissioner may oontraot with a 13rivato or JlYblis entit1• to aElminister and operate an 

28 eleotronio olaims 13rosessin§ svstem. If the sommissioner eleots to oontraot for aElministration and operation 

29 of tho system, tho sornmissiener shall awarEl a sontrast ass0rdin9 te Title 18, sha13ter 4. 

30 
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2 

3 

4 

~,EW SECTIO~l. SestieA 12. Statute of limitatieA&. The perioEl prsssriboEl for the oommsnoomom 

of a sivll or administrati•,•o aotion by the oommissioner for alle§ed "iolation of Title 33 is ,._,ith1n 2 1,ears or 

the oommissioner's Elisoovery of the fasts sonstitutin§ tho alle§ed violation. 

5 Nf'l>l SECTIO~I. SeetieR 13. FiliR§ er makiA§ false statemeRt&. (1\ "iaersen ma1r not purposely 

6 er lrno,,.iin§I)' make or oauso to be maElo, in any Elooumont filed "lith tho sommissionor or in an)' prooooEJ1ng 

7 before tho oemmissienor, an'; statement that is. at tho time and in tho light of tho sirnumstanoos under 

8 wh1sh it is made, false or misloadin§ in an 1; material rospoot. 

g 121 A person found to have willfully ••iolatoEl subsostion { 1) is subjoot to a fino of up to Hi .000 ans, 

10 if applioablo, may so sldsjost ta tho sriminal laws of this state. 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~IEW SECTIO~I. SostieR 41. Credit life aRd disability applieatieRs. { 1 I Tho insuranoo produoor 

who offoots tho sale of a policy or oertifisato of ereElit life ans aisability insuranso shall sign the aiaplication. 

12) An insuranoo oompan•; A1ay net aooopt an applioation for orodit life ans disability 1nsuranoe 

unless the applicatien is sigAoa sy tho insuranoe producor who offsotoEl tho salo. 

13) This section does net apply to polioios or sortifisatos susjsot to tho provisions of 33 21 204. 

f!.JEW SECTION. SestieA 14 Sen,ise sentrast iA&uraAGe. ( 11 aor>;iso oontraot insurance is a 

oontract or agroomont for a so13aratoly states oonsideratioA or for a spooifio duration to: 

{al 13orforA1 tho repair, rsplasoFRont, or FRaintonanoo ef 13roporl'(; or 

(ti) inaomnify for ropair, roplaoomont, or maintoAanse of preperty. 

(2) Sorviso sontrast insuranoo aoes not inoludo sontraots or agroomonts that: 

ial are 1nEJoA1nifiea enly sy tho soller or manldfaswror; and 

,bi insure onl~• tho inhoront Ejuality of tho product. 

26 NEW SECTION. Section 44. loss and loss expense reserves for property and casualty insurance. 

27 (1I la) 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 tram which ihe determination. statement, or report Is made 
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is, for the purpose of this part. the date of determination. 

2 (bl Accepted actuarial standards as adopted by the actuarial standards board must be taken into 

3 consideration for the purpose of determining the loss reserves and loss expense reserves. 

4 12) Except as provided in subsections 131 and (4). the reserves for all outstanding losses and ioss 

5 expenses must include the following: 

6 la) the aggregate estimated amounts due or to become due on account of all known losses. claims, 

7 and loss expenses incurred but not paid, including the estimated liability on any notice received bv the 

8 insurer of the occurrence of any event that may result in a loss; and 

9 lb) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has 

1 0 not been received, estimated in accordance with the insurer's prior experience. if any, or otherwise in 

11 accordance with Montana industry Ei-ata EXPERIENCE. OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS 

12 STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated 

13 liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10% 

14 of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer's surety 

15 contracts may not be less than 5% of the net premiums in force. 

16 13) Except as provided in subsection 14), tabular reserves for outstanding losses under policies of 

17 workers' compensation insurance may be actuarially calculated for both indemnity and medical payments. 

1 8 The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are: 

19 ial calculated using discounts determined with reference to actuarial tables, which incorporate 

20 mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably 

21 determinable payment stream associated with lifetime benefit cases; or 

22 (bl annuities certain, such as those arising from structured settlements. 

23 (4) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any 

24 property and casualty insurer doing business in this state, calculated in accordance with the provisions of 

25 this section, are inadequate or excessive, the commissioner may prescribe any other method that will 

26 produce adequate and reasonable reserves. 

27 (5) The excess, if any, of statutory reserves over statement reserves must be calculated in 

28 accordance with the annual statement instructions adopted by the national association of insurance 

29 commissioners. 

30 
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NEW SECTION. Section 45. Repealer. Sections 33-2-515, 33-2-536, 33-2-721. 33-2-722. 

2 33-2 723, 33 4 404, 33-4-409, 33-22-1 201 , 33-22-1 202, 33-2 2-1 203, 33-22-1 204, and 33-22-1 205, 

3 MCA. are repealed. 

4 

5 NEW SECTION. Section 46. Codification instruction. I 11 [Section~ 4-+ 43] is intended to be 

6 codified as an integral part of Title 50, chapter 4. part 5, and the provisions of Title 50. chapter 4. part 5. 

7 apply to [section~ 4-+ 43]. 

8 (21 laeotions 43 and 44 42 ANO 431 are intended ts 130 oodified as an integral part of Title 33, 

9 ohaptor 1. part 3, and tho pro,·isions of Titlo 3 3, ohaptor 1, part 3, apply to lsootions 4 3 and 4 4 4 2 A~ID 

10 4 3]. 

11 {3) [aeotion 4e HI is intended to 0e sodified as an integral i=iart ef Title 33, shastor 21. part 1, 

1 2 and the provisions of Title 33, shaptor 21. part 1, apply to fsestion 4 e HJ. 

13 {41@ laestion 4e 1]_ Hl is intended to 00 oodifiod as an integral part of Title 33, ohapter 1, part 

14 2. and tho provisions of Title 33, ohastor 1, sart 2, aoply to [seation 4e 1]_ HJ. 

15 ~121 [Section 47 49 4G 44] is intended to be codified as an integral part of Title 33, chapter 

16 2, part 5, and the provisions of Title 33, chapter 2, part 5, apply to (section 47 49 49 44]. 

18 NEW SECTION. Section 47. Severability. If a part of [this act] is invalid, all valid parts that are 

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

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

21 applications. 

22 -END-
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FREE CONFERENCE COMMITTEE 

Mr. Speaker and Mr .. President: 

on House Bill 131 
Report No. 1, April 11, 1997 

Page 1 of 2 

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 "commissioner" on line 14 

5. Page 2, line 14. 
Following: 11

.,_
11 

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 1n its entirety 
Renumber: subsequent sections 

8. Page 48, following line 21. 
Insert: " 

ADOPT 

REJECT 

AC HB 131-1 

771046CC .Hgd 
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April 11, 1997 
Page 2'of 2 

N:§W 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: 

~\S-e~~ 
Senator Benedict, Chair 

Senator Crismore 

~~~ enator McCa y 

771046CC.Hgd 
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HOUSE BILL NO. 131 

INTRODUCED BY SIMON 

BY REQUEST OF THE STATE AUDITOR 

HB0131.05 

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

6 FOR UNIFORM HEALTH INSURANCE CLAIM FORMS; PROVIDIMG A ST/ITUTE OF blMIT'>.TIO~JS FOR 

7 "CTIONS BROUGHT QY THE COMMISSIONER m: INSURANCEi PROVIDING PENAL TIES FOR 

8 MISREPRESENTATIONS MADE TO THE COMMISSIONER; REQUIRl~lG THAT CREDIT llFEAND DISABILITY 

9 l~JSURA~JGE /\PPLICATIONS BE SIGNED BY THE INSURMJCE PRODUCE/ii EFFECTING TlolE SALE; DEFl~Jl~lG 

10 "SERVICE CO~ITRACT INSURANCE"; AMENDING SECTIONS 18-8-103, 33-1-1205, 33-2-307, 33-2-317, 

11 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, 

12 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, 

13 33-16-1027, 33-17-102, 33-17-212, 33-17-301, 33-17-1203, 33 18 210, 33 H:l 301, 33-20-101, 

14 33-22-107, 33-22-508, 33-22-903, 33-22-907, 33-22-910, 33-22-1803, 33-22-1819, 33-22-1820, 

15 33-22-1828, 33-30-102, 33-30-107, 33-31-111, AND 33-31-211, MCA; AN-C REPEALING SECTIONS 

16 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, 

17 33-22-1203, 33-22-1204, AND 33-22-1205, MCA; AND PROVIDING EFFECTIVE DATES." 

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 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 attorneys as specified by executive 

27 ordf::r of the governor; 

28 (4) consulting actuaries to the public retirement boardsL eF the state compensation insurance fundL 

29 or the commissioner of insurance; 

30 15) private consultants employed by the student associations of the university system with money 
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2 

3 

raised from student activity fees designated for use by those student associations; or 

16) private consultants employed by the Montana state lottery." 

4 SECTION 2. SECTION 33-1-1205, MCA, IS AMENDED TO READ: 

5 "33-1-1205. Duties of authorized insurers, adjusters, administrators, consultants, and producers. 

6 11) Each insurer, independent adjuster, independent administrator, independent consultant, and independent 

7 producer shall cooperate fully with the commissioner with respect to the provisions of this part. 

8 (2) An insurer, an officer, or an employee, er 13reel1,1sor of the insurer, an independent adjuster, an 

9 independent administrator, an independent consultant, or an independent producer who has reason to 

1 O believe that an insurance fraud has been or is being committed shall provide notice of the alleged insurance 

11 fraud to the commissioner within 60 days. A producer of an insurer who has reason to believe that an 

12 insurance fraud has been or is being committed shall are,.ielo netiso REPORT THE ALLEGED FRAUD TO THE 

13 INSURER within 60 days of discovery of the alleged insurance fraud te tl:io ins1,1ror wl:ia shall ','lithin 3Q elei)'G 

14 af roooi><ing natiso fram tho areel1,1sor roaert it te tl:io oammissianor. THE INSURER SHALL REVIEW THE 

15 REPORT. IF THE INSURER DETERMINES THAT THERE IS REASONABLE LIKELIHOOD THAT FRAUD HAS 

16 OCCURRED, THE INSURER SHALL FORWARD THE REPORT TO THE COMMISSIONER WITHIN 30 DAYS 

17 OF RECEIPT OF THE REPORT. 

18 (3) Notice to the commissioner by an insurer who has reason to believe that an insurance fraud 

19 has been committed in connection with an insurance claim, application, or policy tolls any applicable time 

20 period, for the commissioner, in any applicable insurance statute, related insurance regulation, or applicable 

21 sections of the criminal code and tolls any time period arising under 33-18-232 or 33-18-242 regarding 

22 unfair claims settlement practices." 

23 

24 Section 3. Section 33-2-307, MCA, is amended to read: 

25 "33-2-307. Requirements for eligible surplus lines insurers. ( 1) A surplus lines insurance producer 

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

27 insurer: 

28 la) has established satisfactory evidence of good reputation and financial integrity; and 

29 (bl is qualified under one of the following subsections: 

30 (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: 

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

3 (8) $ 7 million. An insurer possessing less than ~ $ 7 million capital and surplus may satisfy the 

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

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

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

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

8 the surplus lines insurer's capital and surplus is less than ~ $ 7 million. 

9 (ii) in the case of Lloyd's or another similar group including incorporated and unincorporated alien 

10 insurers, the insurer maintains a trust fund of not less than $50 million as security to the full amount of 

11 capital and surplus for all policyholders and creditors in the United States of each member of the group. 

12 The incorporated members of the group may not engage in any business other than underwriting as a 

13 member of the group and must be subject to the same level of solvency regulation and control by the 

14 groups of domiciliary regulators as are the unincorporated members. The trust must comply with the terms 

1 5 and conditions established in subsection ( 1 )(b)(iv) for alien insurers. 

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

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

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

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

20 less than $1. 5 million. If the insurance exchange does not maintain funds for the protection of each 

21 insurance exchange policyholder, each indiv_idual syndicate shall meet the minimum capital and surplus 

22 requirements of subsection (1 )(b)(i). 

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

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

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

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

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

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

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

30 the alien insurer must appear on the national association of insurance commissioners' Non-Admitted 
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Insurers Quarterly Listing. 

2 (c) has provided the commissioner a copy of its current annual statement, certified by the insurer 

3 fiG not more than 6 months after the close of the period reported upon, or quarterly if considered necessary 

4 by the commissioner, and which is either: 

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

6 insurer; or 

7 (ii) certified by an accounting or auditing firm licensed in the jurisdiction of the insurer's state of 

8 domicile. 

9 (2) In the case of an insurance exchange, the statement required by subsection (1 )(c) may be an 

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

11 (3) In addition to meeting the requirements in subsection I 1), an insurer is an eligible surplus lines 

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

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

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

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

16 surplus lines insurers referred to in this subsection. 

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

18 commissioner has reason to believe that it: 

1 9 (i) is in unsound financial condition; 

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

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

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

23 lb) The commissioner shall promptly mail notice of all declarations to each surplus lines insurance 

24 producer. 

25 15) As used in this section, the following definitions apply: 

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

27 stocks or other evidences of ownership. 

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

29 liabilities and capital of the insurer for the protection of policyholders." 

30 
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1 Section 4. Section 33-2-317, MCA, is amended to read: 

2 "33-2-317. Exemptions. The Surplus Lines Insurance Law does not apply to reinsurance or to the 

3 following kinds of insurance when placed by a licensed insurance producer of this state: 

4 ( 1) wet marine ans transportation inswances insurance; 

5 12) insurance on subjects located, residing, or to be performed wholly outside of this state or on 

6 vehicles or aircraft owned and principally garaged outside this state; 

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

8 (4) insurance of aircraft owned or operated by manufacturers of aircraft or aircraft operated in 

9 scheduled interstate flight or cargo of the aircraft or against liability, other than workers' compensation and 

10 employers' liability, arising out of the ownership, maintenance, or use of the aircraft." 

Section 5. Section 33-2-514, MCA, is amended to read: 

11 

12 

13 "33-2-514. Reserve for disability insurance. ill For all disability insurance policies, the insurer 

14 shall maintain an active life reserve whieh shall place that places a sound value on its liabilities under Sl,IGl=\ 

15 the policies and that may not be~ less than tho rosor>•o ascording to apflropriato standards sot forth in 

16 regulations issues by the commissioner ans, in no event, loss in tho aggregate than the pro rata gross 

17 unearned premiums for ~ the policies. 

18 

19 

20 

21 

22 

(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 outstanding 

23 losses as required under 33-2-511, a title insurer shall maintain a guaranty fund or unearned premium 

24 reserve of not less than an amount computed as follows: 

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

26 insurance contracts 6fla!I must be assigned originally to the reserve. 

27 (b) During each of the 20 years next following the year in which the title insurance contract was 

28 issued, the reserve applicable to the contract &HaU must be reduced by 5% of the original amount of~ 

29 the reserve. 

30 (2) The reserve sums~ required ta be rosorvoa by subsection (11 for unearned premiums on 
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1 contracts of title insurance sJ:\all must at all times and for all purposes be considered and constitute 

2 unearned portions of the original premiums and sJ:\all must be held in trust for the benefit of policyholders. 

3 (3) The reduction of the unearned premium reserve required by subsection (1 )(bl of this sestien 

4 &Ha+! must be made for all title insurance contracts issued after December 31, 1958, with respect to which 

5 10% of the risk premiums have been assigned to the reserve pursuant to subsection ( 1 l lal ef this sestien. 

6 In tho ovont that any title insuror has net in aoooreanso with subsostion (1 Hbl of this sestion roEluseEI tho 

7 ameunt of its unearnoEI premium roser\lB by e % of the ar:i:iount ori9inally assi9n0E1 to tho res op co pursuant 

8 to subsootion (1 )(a) ef this sostien for years 0nein9 after Desember 31, 1 Qe!il, ans boforo Januaflr 1, 1 Q77, 

9 the insurer shall effeot suoh roeuotion for suoh prior years Elurin9 its asoountin§ year whioh insluElos 

1 O Dosember 31, 1 Q7e. If the insurer has not reduced the amount of its unearned premium reserves pursuant 

11 to subsection (1 lib) for a previous year or years, the insurer shall make the reduction for the prior year or 

12 years in its next accounting year." 

13 

14 Section 7. Section 33-2-537, MCA, is amended to read: 

1 5 "33-2-537. Reserve calculation -- indeterminate premium plans -- minimum standards for disability 

16 plans. I1 l In the case of a plan of life insurance that provides for future premium determination, the 

17 amounts of which are to be determined by the insurer based on then estimates of future experience, or in 

1 8 the case of a plan of life insurance or annuity that is of ~ a nature that the minimum reserves cannot 

19 be determined by the methods described in 33-2-525 and 33-2-52613), the reserves that are held under 

20 the plan must: 

21 (al be appropriate in relation to the benefits and the pattern of premiums for that plan; and 

22 (bl be computed by a method that is consistent with the principles of 33-2-521 through 33-2-5297 

23 as ElotorminoEI by rules promul9ateEI by the sommissionor. 

24 121 The commissioner &Ha+! may promulgate a rule containing the minimum standards applicable 

25 to the valuation of disability plans." 

26 

27 Section 8. Section 33-2-704, MCA, is amended to read: 

28 "33-2-704. Insured lives reporting requirement. On or before February 1 e March 1 of each year, 

29 each insurer providing disability insurance shall, on a form prescribed by the commissioner, report the 

30 number of Montana residents insured on February 1 under any policy of individual or group disability 

(Legi•i!"ive 
1Servlces 
\JJjvision 

- 6 - HB 131 



55th Legislature HBO131 05 

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

2 

3 

4 

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 

5 categories of investments only within applicable limits as follows: 

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

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

8 one person or insurer aggregating an amount exceeding 5% of the insurer's assets. This restriction does 

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

10 made under 33-2-825. 

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

12 stock of any corporation, except with the consent of the commissioner !ji"9A with respect to .,.otiAg rights 

13 of prefereAoe stosk Eluring Elefault of ElHEleAds. This provision does not apply as to stock of a 

14 wholly O'.YABEI wholly owned subsidiary of the insurer or to controlling stock of an insurer acquired under 

1 5 33-2-821. 

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

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

18 kinds of insurance, only in cash and the securities provided for unEler the follswing sestisns: in 

19 33-2-811 (1 ), 33-2-812, and 33-2-830. 

20 (41 A life insurer shall also invest and keep invested its funds in an amount not less than the 

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

22 cash, in securities, in both cash and securities, or in investments provided for~ in 33-2-531. 

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

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

25 public utilities. 

26 (61 Except with the commissioner's consent, an AR insurer may not invest and have invested at 

27 any one time in aggregate amount more than 15% of its assets in all stocks~ provided for in 33-2-820 

28 and 33-2-821. Determination of the amount that an insurer has invested in common stocks for the purposes 

29 of this provision must be based on the cost of the stocks to the insurer. This provision does not apply a& 

30 to stock of a controlled or subsidiary insurance corporation or other corporations ~ provided for in 
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33-2-821 and 33-2-822. 

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

3 more than 5 % of its assets in securities allowed tlf\8ef jn 33-2-824. Money market funds, as defined by 

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

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

6 more than 10% of its assets in the class of securities described in an•f 0n0 sf the f0ll0\.,·ing seotions: 

7 33-2-814, 33-2-819, and 33-2-823. 

8 (9) Limits aG4e of investments in the satagor>f of real estate GHel-1 must be as provided in 33-2-832. 

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

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Section 10. Section 33-2-1359, MCA, is amended to read: 

"33-2-1359. Setoffs and eauntau;lain:is. ( 1) Mutual debts or mutual credits between the insurer 

and another person in connection with any action or proceeding under this part GHel-1 must be set off and 

the balance only shall be (lllowed or paid, except as provided in subsastien (2) anel 33-2-1362 and 

subsection (2) of this section. 

(2) Ne A setoff or sountarslaiFR 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; 

(bl 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 

(cl 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 contribution0+-&f' 

(el) the obligation of the 130rson is ts 13ay 13reFRiuFRs, whether oarnoel or unoarnoel, to the insurer." 

Section 11. Section 33-2-1902, MCA, is amended to read: 

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

28 (1) "Adjusted RBC report" means an RBC report that has been adjusted by the commissioner in 

29 accordance with 33-2-1903(5). 

30 (2) "Corrective order" means an order issued by the commissioner specifying corrective actions 

'.Legislative 
" ... Services 

""\!!,ivision 
- 8 - HB 131 



5 5th Legislature HB0131.05 

1 that the commissioner has determined are required. 

2 131 "Domestic insurer" means any insurance company domiciled in this state. 

3 (4) "Foreign insurer" means any insurance company licensed to do business in this state under 

4 33-2-116 but not domiciled in this state. 

5 (51 "Life or disability insurer" means: 

6 (al any insurance company licensed under 33-2-116 and engaged in the business of entering into 

7 contracts of disability insuranceL as described in 33-1-207 Lor life insuranceL as described in 33 1-208; Of 

8 (bl a licensed property and casualty insurer writing only disability insurance; or 

9 (c) any insurer engaged solely in the business of reinsurance of life or disability contracts. 

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

11 (7) "Negative trend" means, with respect to a life or health insurer, a negative trend over a period 

12 of time, as determined in accordance with the trend test calculation included in the RBC instructions. 

13 (8) (a) "Property and casualty insurer" means,;, 

14 ill any insurance company licensed under 33-2-116 and engaged in the business of entering into 

15 contracts of property insuranceL as described in 33-1-21 OL or casualty insuranceL as described in 33-1-206: 

16 (iii any insurance company engaged solely in the business of reinsurance of property and casualty 

17 contracts; or 

18 (iii) any insurance company engaged in the business of surety and marine insurance. 

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

20 and title insurers. 

21 (9) "RBC instructions" means the RBC reportL including risk-based capital instructions adopted by 

22 the NAIC, as the RBC instructions may be amended by the NAIC from time to time in accordance with the 

23 procedures adopted by the NAIC. 

24 (10) "RBC level" means an insurer's authorized control level RBC, company action level RBC, 

25 mandatory control level RBC, or regulatory action level RBC, where: 

26 (a) "authorized control level RBC" means the number determined under the risk-based capital 

27 formula in accordance with the RBC instructions; 

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

29 authorized control level RBC; 

30 (c) "mandatory control level RBC" means the product of 0. 70 and the authorized control level RBC; 
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1 and 

2 Id) "regulatory action level RSC" means the product of 1.5 and its authorized control level RBC. 

3 ( 11) "RBC plan" means a comprehensive financial plan containing the elements specified in 

4 33-2-1904(2). It the commissioner rejects the RSC plan and it is revised by the insurer, with or without the 

5 commissioner's recommendation, the plan must be called a revised RBC plan. 

6 112) "RBC report" means the report required in 33-2-1903. 

7 113) "Total adjusted capital" means the sum of: 

8 (a) an insurer's statutory capital and surplus; and 

9 lb) other items, if any, as the RSC instructions may provide." 

10 

Section 12. Section 33-3-303, MCA, is amended to read: 11 

12 "33-3-303. Meetings of stockholders or members. 11) Meetings of stockholders or members of 

13 a domestic insurer sHaJ+ must be held in the city or town of its principal office or place of business in this 

14 state. 

15 12) NG 6 meeting of stockholders or members sHal+ may not amend the insurer's articles of 

16 incorporation unless the proposal se to amend was included in the notice of the meeting. 

17 (3) Except with the commissioner's consent, each ~insurer shall, during the first 6 months of 

18 each calendar year, hold the annual meeting of its stockholders or members to fill vacancies existing or 

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

20 its affairs, and shall transact &llGR other busines~ as FR8¥ properly 9& brought before it. Not less than 20 

21 days' notice sHal+ must be given of 6tt6l:I the meeting in the manner provided in the bylaws, except~ 

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

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

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

25 The notice 6-1:!aU must state the purpose of the meeting, and fie business for which notice was not given 

26 may not 6-1:!aU be transacted at the meeting of whish Aotise was Rat so 9i 110A. 

27 (5) If more than 15 months are allowed to elapse without an annual stockholders' or members' 

28 meeting being held, any stockholder or member may call 6tlGR-a for an annual meeting to be held. At any 

29 time, upon written request of any director or of any stockholders or members holding in the aggregate 

30 one-fifth of the voting power of all stockholders or members, it shall se i§. the duty of the secretary to call 
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a special meeting of stockholders or members to be held at 6tlGfl the time as that the secretary may fix, not 

2 less than 10 or more than 30 days after the receipt of the request. It the secretary fails to issue 6tlGf\ 2 call, 

3 the director, stockholders, or members making the request may do so. 

4 (6) A stockholders' or members' meeting duly held GaA may be organized for the transaction of 

5 business whenever a quorum is present. Except as otherwise provided by law or the articles of 

6 incorporation: 

7 (a) the presence, in person or by proxy, of the holders of a majority of the voting power of all 

8 stockholders or of all members shall oonstituto constitutes a quorum; 

9 (b) the stockholders or members present at a duly organized meeting GaA may continue to do 

10 business until adjournment, notwithstanding the withdrawal of enough stockholders or members to leave 

11 less than a quorum; 

12 (cl if any necessary officer fails to attend 6tlGfl 2 meeting, any stockholder or member present may 

13 be elected to act temporarily in lieu of an•t sush the absent officer; 

14 (di if a meeting cannot be er!jani~oel held because a quorum has net attonelael is not present, those 

15 present may adjourn the meeting to &tiell £ time a& that they ffia>f determine, but in the case of any meeting 

16 called for the election of any director L the adjournment must be to the next day and those who attend the 

17 second of s1,rnh adjo1,1rnoa ffioetiA!!S meeting, although less than a quorum as fixed in this section or in the 

18 articles of incorporation, shall no¥orth0l0ss constitute a quorum for the purpose of electing any director; 

19 and 

20 (e) an annual or special meeting of stockholders or members may be adjourned to another date 

21 without new notice being given." 

Section 13. Section 33-3-307, MCA, is amended to read: 

22 

23 

24 "33-3-307. Bond of officers. (1) The president, secretary, and treasurer of -v each mutual 

25 insurer or stock insurer shall each file with the commissioner and ti:loroaftar maintain in force so long as l=le 

26 that individual is &tiell an officer a fidelity bond in tl:10 seiR'I ef $10,GQQ an amount set by the commissioner 

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

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

29 individual bonds, all sush officers may be covered under a blanket bond for the same respective amounts," 

30 ana wl:lish The blanket bond shall likewise must be filed with the commissioner. 
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( 21 The premium for the bond ~ must be payable by the insurer. 

2 (3) ~lo slJGh /:;_ bond~ is not se subject to cancellation except upon written notice to both the 

3 insurer and the commissioner, delivered not less than 30 days in advance of the effective date of StlBfl the 

4 cancellation. 

5 (4) The insurer shall provide for the bonding by authorized corporate surety of all other officers in 

6 any way responsible for the handling of the funds of the insurer. 

7 (5) This section ~ may not be Eleel'ReEl considered to limit the amount of bonded protection 

8 whlsR that the insurer may carry as to any officer." 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 

(bl four copies of proposed articles of incorporation executed iA triiailisate by three or more of the 

incorporators~ aAEl aslrnowleEl!JeEl a•r easl=t aefore a J;)ersoA alJti=lorizeEl to take aAEl verify askAowleEl!Jl'RSAts 

of soAveyaAse of real JCIFOJ;)ert'{ The signatures of the incorporators must be notarized. 

(2) The articles of incorporation must state: 

(al 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. 

(bl 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; 

(cl if a state mutual insurer, the location of its principal business office, which must be located in 

this state; 

ldl the objects and purposes for which the corporation is formed; 

(el whether it the insurer intends to transact business on the cash premium plan or the assessment 

plan; 
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(fl the duration of its the corporation's existence, which may be perpetual; 

2 (g) the number of its directors, which may not be less than 5 or more than 11, and the names and 

3 addresses of the members of the initial board of directors appointed to manage the affairs of the corporation 

4 until the first annual meeting of the members aA4 at which time successors are elected and qualified; 

5 (hi other provisions, not inconsistent with law, considered appropriate by the incorporators; 

6 (i) the names, residences, and addresses of the incorporators and the value of their property to be 

7 insured in the county or counties where the operations of the corporation are to be earri,od on transacted. 

8 (31 At the time of filing of the articles of incorporation as provided in subsection ( 1 I, the 

9 incorporators shall pay to the commissioner a filing fee of $1 O. The commissioner shall deposit the fees 

10 with the state treasurer to the credit of the general fund." 

11 

12 Section 15. Section 33-4-203, MCA, is amended to read: 

13 "33-4-203. Approval of articles -- commencement of corporate existence. ( 1) If the commissioner 

14 finds the proposed articles of incorporation to be in accordance with the provisions of this chapter and not 

1 5 in conflict with the constitution and laws of the United States of America or of this state, the commissioner 

16 shall make a certificate of the facts. 

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

18 already appropriated by another company or corporation as to be likely to mislead the pt;blic, the 

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

20 (3) When the proposed articles of incorporation have been approved by the commissioner, the 

21 commissioner shall endorse the ooFRrnissioner' s approval upon each set of the articles and forward tllfee 

22 four sets of articles to the incorporators. The incorporators shall file one of the sets of articles with the 

23 secretary of state, one set with the commissioner bearing the certification of the secretary of state, and 

24 one set with the county clerk of the county in which the principal place of business of the corporation is 

25 located and shall pay to the secretary of state and the county clerk the customary filing fees. The remaining 

26 set of articles must be made a part of the corporation's records. 

27 (4) The corporation has legal existence upon the approvai of the articles by the commissioner and 

28 completion of the filings referred to in subsection (31, but it may not transact business as an insurer until 

29 it has fulfilled the requirements for and has obtained a certificate of authority as provided in 33-4-505." 

30 
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Section 16. Section 33-4-204, MCA, is amended to read: 

2 "33-4-204. Amendment of articles. A farm mutual insurer may, by a vote of two thirds of its 

3 members present at any annual meeting or at any special meeting af A'lBFRbers called for that purpose, 

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

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

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

7 this title. The amended articles of incorporation SHal+ may be signed only by the president and secretary of 

8 the corporation and attested by the corporate seal. Notice of the proposed amendment &l.aU must be 

9 contained in the notice ~ of anv suGh the annual or special meeting." 

Section 17. Section 33-4-313, MCA, is amended to read: 

10 

11 

12 "33-4-313. Annual statement FepaFt filing. f++ The president and secretary of &lfef-'r each 

13 insurer, on or before March 1 each year, shall prepare, affirm under oath, affix the corporate seal therata 

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

15 annual statement for the preceding calendar year showing the condition of~ the insurer as of December 

16 31 of ~ the preceding vear and exhibiting the following facts: 

1 7 tatill the names of the president and secretary; 

18 +btill the date of the annual meeting; 

19 {GJ.@ the amount of insurance in force; 

20 AAB:J. the number of members; 

21 tetill the nun,ber of assessments made during the year; 

22 +f+lfil the amount paid in losses during the year; 

23 {t}+J.ll the amount of the losses claimed and not paid, with the reason for nonpayment; 

24 +h+illl the number of members withdrawn, suspended, and expelled during the year; 

25 t4J..fil the number of new members admitted during the year; 

26 BHlQl the expenses during the year; 

27 W11.U the amount of money on hand; 

28 {.+.(..12.l. the amount and character of the insurer's assets; 

29 +AAJ.@ the amount of the insurer's liabilities, including any reserves required to be established 

30 under this chapter; and 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

WJ.11l St/GR other information concerning the insurer's affairs as that the commissioner may 

reasonably require. 

(2) ,o ropert et an insurer's oxpondituros for oduoatienal purposes, if any, for tho proooding year 

must 80 filed with tho sommissionor at tho same time and in conjunotion l''ith tho anni,al report of si,ch 

insurer, as roquirod under 33 4 404." 

Section 18. Section 33-4-314, MCA, is amended to read: 

"33-4-314. Annual statement -- exclusive report -- penalty for failure to file. ( 11 NG !:,_ report, 

statement, or return of any nature sJ:\all may not be required of any farm mutual insurer other than those 

required by 33-4-313. 

(21 The commissioner may2 

@l suspend or revoke the certificate of authority of any insurer failing to file its annual statement 

as required; or 

lb) 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 St/GR funds as that it may require from time to time in its 

operations. Sums se advanced sJ:\all may not be treated as a liability of the insurer~ and, oxsopt Except upon 

liquidation of the insurer, shall not 88 withdrawn or repaid oxoept eut of the insurer's realized earned 

surplus in 011sess of its Fl'linimum 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. ~lo sush 6. withdrawal or repayment sJ:\all 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. 
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1 (2) "Association" means the Montana life and health insurance guaranty association created under 

2 33-10-203. 

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

4 (4) "Covered policy" means any policy or contract within the scope of this part under s1:1ss0sti0ns 

5 33-10-201 (4) through (6) of 33 10 201. 

6 (5) "Impaired insurer" means: 

7 (a) an insurer whish after J1:1l•f 1, 1 Q74, that becomes insolvent and is placed under a final order 

8 of liquidation, rehabilitation, or supervision by a court of competent jurisdiction; or 

9 (b) an insurer considered by the commissioner after J1:1ly 1, 1 Q74, to be unable or potentially unable 

10 to fulfill its contractual obligations. 

11 (6) (a) "Member insurer" means any insurer that is licensed or that holds a certificate of authority 

1 2 to transact any kind of insurance in this state for which coverage is provided under 33 2 201 33-10-201 

13 and 33-10-224 and includes any insurer whose license or certificate of authority may have been suspended, 

14 revoked,. not renewed, or voluntarily withdrawn. 

15 (bl The term does not include: 

16 (i) a health service corporation; 

17 (ii) a health maintenance organization; 

18 (iii) a fraternal benefit society; 

19 (iv) a mandatory state pooling plan; 

20 (v) a mutual assessment company or any entity that operates on an assessment basis; 

21 (vi) an insurance exchange; or 

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

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

24 (8) 1fil "Premiums" means direct gross insurance premiums and annuity considerations written on 

25 covered policies, less return premiums and considerations on premiums and dividends paid or credited to 

26 policyholders on the direct business. 

27 ilil "Premi1:1ms" Elo The term does not include premiums and considerations on contracts between 

28 insurers and reinsurers. 

29 i£l. As used in 33-10-227, "f;!F8FF1i1:1FF1s" premiums are those for the calendar year preceding the 

30 determination of impairment. 
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(9) "Resident" means any person who resides in this state at the time that the impairment is 

2 determined and to whom contractual obligations are owed. 

3 (10) "Unallocated annuity contract" means an annuity contract or group annuity certificate that is 

4 not issued to and owned by an individual, except to the extent of annuity benefits guaranteed to an 

5 individual by the insurer under the contract or certificate." 

6 

7 SECTION 21. SECTION 33-15-1105, MCA, IS AMENDED TO READ: 

8 "33-15-1105. Nonrenewal -- renewal premium. 11) ifil An insured has a right to reasonable notice 

9 of nonrenewal. Unless otherwise provided by statute or unless a longer term is provided in the policy, at 

1 O least 30 days prior to the expiration date provided in tl1e policy, an insurer who does not intend to renew 

11 a policy beyond the agreed expiration date shall mail or deliver to the insured a notice of such intention. 

12 The insurer shall also mail or deliver a copy to the insured's insurance producer. 

13 (b) Notification or nonrenewal to the insured's insurance producer via electronic transfer of data 

14 or by electronic data retrieval device meets the requirement of a mailed or delivered copy. 

15 (2) An insurer shall give notice of premium due not more than 60 days or less than 10 days before 

16 the due date of a renewal premium. The notice must clearly state the effect of nonpayment of the premium 

17 on or before the due date. 

18 13) Subsections (1) and (2) do not apply if: 

19 (a) the insured has obtained insurance elsewhere, has accepted replacement coverage, or has 

20 requested or agreed to nonrenewal; or 

21 (b) the policy is expressly designated as nonrenewable." 

22 

Section 22. Section 33-15-1106, MCA, is amended to read: 23 

24 "33-15-1106. Renewal with altered terms. (1) If an insurer offers or purports to renew a policy 

25 but on less favorable terms, at a higher rate, or at a higher rating plan, the new terms, rate, or rating plan 

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

27 rate, or rating plan to the insured at least 3_0 days before the expiration date. If the insured has net been 

28 so notified, he ffia',' sansel the renewal flOliS',' within ao davs after reseivin§ the notise. The insurer shall 

29 sontinue so•,·erage for a Jleriod of net less than ao da•rs aHer ffiailin§ or deliver>,' sf the notise. If the insured 

30 tern:linates the polis•~ >l\!ithin the ao dav period, the insurer shall salsulate the earned J)Fefl'liufl'l pro rata 
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13ased u13en the 13rior 13olio>( s rate. The now rate is effestive onl•t after the required 30 sav natifisatien 

2 13arioEI has bean met. If the insures Eloos not terminate the 13olisv, the 13r0mium insreasa and other shangas 

3 aro affestiva the sav following the wior 13olisv's 0x13iratien er annivarnary date. 

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

5 a classification change based on the altered nature or extent of the risk insured against." 

6 

7 Section 23. Section 33-16-1027, MCA, is amended to read: 

8 "33-16-1027. Rate filing review. 11) The commissioner shall review each insurance filing to ensure 

9 compliance with the following guidelines: 

1 O (a) The effective date of each workers' compensation insurer or advisory organization filing must 

11 be the date specified in the filing. The effective date of the filing may not be earlier than 30 days after the 

12 date on which the filing is received by the commissioner or the date of receipt of the information furnished 

13 in support of the filing, if the supporting information is required by the commissioner. 

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

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

16 le) A filing is considered to have met the requirements of this part unless disapproved by the 

17 commissioner within the period described in subsection 11 )la) or any extension of the period. 

18 12) Whenever a filing is not accompanied by the information required under this section, the 

19 commissioner shall inform the filer of the deficiency within 4.Q 30 days of the initial filing. The filing is 

20 considered made when the required information is furnished or when the filer certifies to the commissioner 

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

22 

23 

24 

Section 24. Section 33-17-102, MCA, is amended to read: 

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

25 ( 1) "Adjuster" means a person who, on behalf of the insurer, for compensation as an independent 

26 contractor or as the employee of an independent contractor or for fee or commission investigates and 

27 negotiates settlement of claims arising under insurance contracts or otherwise acts on behalf of the insurer. 

28 The term does not include a: 

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

30 (bl 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 

2 issued by the insurer; or 

3 Id) licensed third-party administrator who adjusts or assists in adjustment of losses arising under 

4 policies issued by the insurer. 

5 12) "Adjuster license" means a document issued by the commissioner that authorizes a person to 

6 act as an adjuster. 

7 (3) (a) "Administrator" means a person who collects charges or premiums from residents of this 

8 state in connection with life, disability, property, or casualty insurance or annuities or who adjusts or settles 

9 claims on these coverages. 

10 (b) The term does not mean: 

11 Ii) an employer on behalf of its employees or on behalf of the employees of one or more 

12 subsidiaries of affiliated corporations of the employer; 

13 (ii) a union on behalf of its members; 

14 (iii) (Al an insurer that is either authorized in this state or acting as an insurer with respect to a 

1 5 policy lawfully issued and delivered by it in and pursuant to the laws of a state in which the insurer is 

16 authorized to transact insurance; or 

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

18 (iv) a life, disability, property, or casualty insurance producer who is licensed in this state and 

19 whose activities are limited exclusively to the sale of insurance; 

20 (v) a creditor on behalf of its debtors with respect to insurance covering a debt between the 

21 creditor and its debtors; 

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

23 of the trust; 

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

25 and employees of the trust; 

26 (viii) a custodian acting pursuant to a custodian account that meets the requirements of section 

27 401 (f) of the Internal Revenue Code or the agents and employees of the custodian; 

28 /ix) a bank, credit union, or other financial institution that is subject to supervision or examination 

29 by federal or state banking authorities; 

30 (xi a company that issues credit cards and that advances for and collects premiums or charges 

1 Legislative 
\Services 
,!!jvision 

- 19 - HB 131 



55th Legislature HBOl 31 .05 

from its credit card holders who have authorized it to do so, if the company does not adjust or settle claims; 

2 Gf 

3 (xi) a person who adjusts or settles claims in the normal course of the person's practice or 

4 employment as an attorney and who does not collect charges or premiums in connection with life or 

5 disability insurance or annuities~: or 

6 (xii) a person appointed as a managing general agent in this state whose activities are limited 

7 exclusively to those described in 33-2-1501(10) and Title 33, chapter 2, part 16. 

8 (4) "Administrator license" means a document issued by the commissioner that authorizes a person 

9 to act as an administrator. 

10 (5) "Consultant" means a person who for a fee examines, appraises, reviews, or evaluates an 

11 insurance policy, annuity, or pension contract, plan, or program or who makes recommendations or gives 

12 advice on an insurance policy, annuity, or pension contract, plan, or program. 

13 16) "Consultant license" means a document issued by the commissioner that authorizes a person 

14 to act as an insurance consultant. 

15 (7) "Controlled business" means insurance procured or to be procured by or through a person upon 

16 the life, person, property, or risks of the person or the person's spouse, employer, or business. 

17 18) "Individual" means a private or natural person, as distinguished from a partnership, corporation, 

18 or association. 

19 19) "Insurance producer", except as provided in 33-17-103: 

20 !al means: 

21 Ii) a person who solicits, negotiates, effects, procures, delivers, renews, continues, or binds: 

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

23 IB) membership contracts as defined in 33-30-101; 

24 Iii) a managing general agent. For purposes of this chapter, the term "managing general agent" has 

25 the same meaning as set forth in 33-2-1501. 

26 (b) does not mean a customer service representative. For purposes of this definition, a "customer 

27 service representative" means a salaried employee of an insurance producer who assists and is responsible 

28 to the insurance producer. 

29 (10) "License" means a document issued by the commissioner that authorizes a person to act as 

30 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 

2 agreement. 

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

4 I 12) "Public adjuster" means an adjuster employed by and representing the interests of the insured." 

5 

6 Section 25. Section 33-17-212, MCA, is amended to read: 

7 "33-17-212. Examination required -- exceptions -- fees. ( 1) Except as provided in subsection (7), 

8 an individual applying for a license shall pass a written examination. The examination must test the 

9 knowledge of the individual concerning each kind of insurance listed in subsection (6) for which application 

10 is made, the duties and responsibilities of an insurance producer, and the insurance laws and rules of this 

11 state. The examination must be developed and conducted under rules adopted by the commissioner. 

12 (21 The commissioner may conduct the examination or make arrangements, including contracting 

13 with an outside testing service, for administering the examination and collecting the fees required by 

14 33-2-708. The commissioner may arrange for the testing service to recover the cost of the examination 

15 from the applicant. 

16 13) Each individual applying for an examination shall remit the fees required by 33-2-708. 

17 (4) An individual who fails to appear for the examination as scheduled or fails to pass the 

18 examination may reapply for an examination and shall remit all required fees and forms before being 

19 rescheduled for another examination. 

20 (51 If the applicant is a partnership or corporation, each individual who is to be named in the license 

21 as having authority to act for the applicant in its insurance transactions under the license shall take the 

22 examination. 

23 (6) Examination of an applicant for a license must cover all of the kinds of insurance for which the 

24 applicant has applied to be licensed, as constituted by any one or more of the following classifications: 

25 (a) life insurance; 

26 (bl disability insurance; 

27 (cl property insurance. For the purposes of this provision, property insurance includes marine 

28 insurance. 

29 (d) casualty insurance; 

30 (el surety insurance; 
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(fl credit life and disability insurance; 

2 (g) title insurance. 

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

4 (al an individual lawfully licensed as an insurance producer as to the kind or kinds of insurance to 

5 be transacted as of or immediately prior to January 1, 1961, and thereafter oontinuin§ who continues to 

6 be licensed; 

7 (bl an applicant for 2 license covering the same kind or kinds of insurance as to which the applicant 

8 was licensed in this state, other than under a temporary license, within the 12 months immediately 

9 preceding the date of application unless the commissioner has suspended, revoked, or refused to continue 

1 0 the previous license, except that this subsection J.1l(b) does not apply to a title insurance producer, as 

11 defined in 33-25-105; 

12 (cl an applicant for 2 license as 2 nonresident insurance producer; 

13 (dl an applicant for a license to sell all-risk federal crop insurance if the applicant provides 

14 certification from an appropriate governmental agency to the commissioner that M the applicant is qualified 

1 5 to sell the insurance; 

16 (e) transportation ticket agents of common carriers applying for 2 license to solicit and sell only: 

17 (i) accident insurance ticket policies; or 

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

19 to their duties as transportation ticket agents; 

20 (fl an association applying for 2 license under 33-17-211; 

21 (g) a mechanical breakdown insurance producerT~ 

22 (hi a service contract insurance producer; or 

23 Mill an individual who, within 60 days of cancellation of a license issued by the state of the 

24 individual's residence, files with the commissioner a current letter of clearance certifying that the individual 

25 has passed an examination and held an insurance license in good standing in the individual's state of 

26 licensure, except that the individual shall take an examination pertaining to this state's law and each kind 

27 of insurance for which the individual has applied for a license and wfliGR that is not covered under the 

28 license held in the other state." 

29 

30 Section 26. Section 33-17-301, MCA, is amended to read: 
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"33-17-301 . Adjuster license -- qualifications -- catastrophe adjustments -- public adjuster. ( 1 ) A 

2 person may not in this stats :ict as or hold himself the person out to be an adjuster in this state unless 

3 licensed as an adjuster under this chapter. A person shall apply for an adjuster license to the commissioner 

4 according to forms that the commissioner prescribes and furnishes. The commissioner shall issue the 

5 adjuster license to individuals qualified to be licensed as an adjuster upon payment of the license fee 

6 provided in 33-2-708. 

7 (2) To be licensed as an adjuster, the applicant: 

8 (a) must be an individual 18 years of age or more; 

9 (bl must be a resident of Montana or resident of another state that will permit residents of Montana 

10 regularly to act as adjusters in the other state; 

11 (c) must be a full-time salaried employee of a licensed adjuster or a graduate of a recognized law 

12 school or have had experience or special education or training as to the handling of loss claims under 

1 3 insurance contracts of sufficient duration and extent reasonably to make Him the applicant competent to 

14 fulfill the responsibilities of an adjuster; 

15 (d) must be trustworthy and of good character and reputation; and 

16 (el &l=lall must have and shall maintain in this state an office accessible to the public and shall keep 

17 in the office for not less than 5 years the usual and customary records pertaining to transactions under the 

18 license. This provision does not prohibit maintenance of the office in the home of the licensee. 

19 (3) A partnership or corporation, whether or not organized under the laws of this state, may be 

20 licensed as an adjuster if each individual who is to exercise the adjuster license powers is separately 

21 licensed or is named in the partnership or corporation adjuster license and is qualified for an individual 

22 adjuster license. An additional full license fee must be paid for each individual in excess of one named in 

23 the partnership or corporation adjuster license to exercise its powers. 

24 (4) An adjuster license or qualifications are not required for an adjuster who is sent into this state 

25 by and on behalf of an insurer or adjusting partnership or corporation for the purpose of investigating or 

26 making adjustments of a particular loss under an insurance policy or for the adjustment of a series of losses 

27 resi.:lting from a catastrophe common to all losses. 

28 (5) An adjuster license continues in force until expired, suspended, revoked, or terminated. The 

29 license is subject to annual payment to the commissioner of the renewal fee required by 33-2-708, 

30 accompanied by a written request for renewal. 
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(61 The commissioner may adopt rules providing for the examination, licensure, bonding, and 

2 regulation of public adjusters." 

3 

4 Section 27. Section 33-17-1203, MCA, is amended to read: 

5 "33-17-1203. Continuing education -- basic requirements -- exceptions. (1) Unless exempt under 

6 subsection (4): 

7 (a) a person licensed to act as an insurance producer for property, casualty, surety, or title 

8 insurance or as a consultant for general insurance shall, during each calendar year, complete at least 10 

9 credit hours of approved continuing education; 

1 0 (b) a person licensed to act as an insurance producer for life or disability insurance or as a 

11 consultant for life insurance shall, during each calendar year, complete at least 10 credit hours of approved 

12 continuing education; 

13 (cl a person holding multiple licenses shall, during each calendar year, complete at least 15 credit 

14 hours of approved continuing education; 

15 (d) a person licensed to act as an insurance producer only for credit life and disability insurance 

16 shall, during each calendar year, complete 5 credit hours of approved continuing education in the areas of 

1 7 insurance law, ethics, or credit life and disability insurance; 

18 (e) a person licensed as an insurance producer or consultant shall, during each biennium, complete 

19 at least 1 credit hour of approved continuing education on changes in Montana insurance statutes and 

20 administrative rules. 

21 (21 If a person licensed as an insurance producer or consultant completes more credit hours of 

22 approved continuing education in a year than the minimum required in subsection ( 1 I, the excess credit 

23 hours may be carried forward and applied to the continuing education requirements of the next year. 

24 (31 The commissioner may, for good cause shown, grant an extension of time, not to exceed 

25 year, during which the requirements imposed by subsection (1) may be completed. 

26 (41 The minimum continuing education requirements do not apply to: 

27 (al a person licensed to sell any kind of insurance for which an examination is not required under 

28 33-17-212(7I(dl through~ Jllib.l.; 

29 (bl a person holding a temporary license issued under 33-17-216; 

30 (cl a nonresident licensee who must meet continuing education requirements in the licensee's state 
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of residence if that state assords grants substantially similar privileges to and has similar requirements e.f. 

2 for residents of this state; 

3 (d) a newly licensed insurance producer or consultant during the calendar year in which the 

4 licensee first received a license; or 

5 (el an insurance producer or consultant otherwise exempted by the commissioner." 

Sestion 28. Sestion 33 Hi 210, MCA, is amended to read: 

6 

7 

8 "33 18 21Q. Unfair dissriminatien and rebates prohibiteEl propert't', sas1rnlt)', anEl smat't' 

9 insuranses. (1) /\ titls, preperty, saslclalty, or surety inslclrer or an employee, roprecentative, or inswanse 

1 O prod user of an inslclrer ma•; not, as an indueement to plclrshasa ins.iranee or after ins.iranse has been 

11 effeetsd, pay, allow, or give1 or offer to pay, allow, or gi•;e, direstly or indiroetly, a: 

12 {a) raeate, disoolclnt, abatement, eredit, or rodlJGtion of tho premillm named in tho insurance polisy; 

13 (bl spesial favor or aEl11antage in the dividends or other benefits to aserne on the polis•;; or 

14 (s) ><aluasle sonsiEleration er indlclsement not spesified in the polis~·. except to the extent provided 

15 fer in an applisasle filin§ with the somffiissiener as provided sy law. 

16 ( 21 An insured name El in a polio•( or an effii:ilo•ree of the insured may not knowin§ly resei 11e or 

17 aesept, direstly or indireetlv, a: 

18 (a) rosato, dissount, aeateffient, sreElit, or rodlJction of premillm; 

19 (bl special favor or aEl>rantage; er 

20 (s) 11aluablo sonsideratien or indlJGOffient, 

21 (3) An inslJrer ffiay not ffiak<e or permit unfair dissriminatien in the premilJffi or rates ohar§sd fer 

22 insuranoe, in the di>riElemls er ether benefits payable an insuranee, or in an•; ett:ier of the terffis anEI 

23 sonElitions of the inslJranse either set,..eon inslJreds or property having lil10 insuring or risl1 oharaoteristiss 

24 or between inslJreds sesaLise of rase, selor, sroed, religian, or national origin. 

25 (4) This sestion ffiB',' net be sonstrned as prohibiting the payffiont of SBFnffiissions or ether 

26 oompensation to duly lisenseEI inslJranoa proelusors er as prohibitin§ an inslJror froffi allowin§ or roturning 

27 lawilll dividends, sa•;in§s, or lJnassorbael preffiium elepesits te its partisipating polisyholders, ffiembers, or 

28 s.iesoribers. 

29 (6) An insurer may net ffial1e or perffiit lJnfair aiseriffiination set>.veen inei><idlclals or risks of the 

30 same olass anEI at ossontiallv the saffie hazarels El'( rofLising to issue, refllsing to renew, sanoelin§, or 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

liR1itiR9 the aR10uRt of iRsuraRse oov0ra90 OR a property or oasualty risk s0oaus0 of the 9009raphio looatioR 

of the risk, uRloss: 

{al tho refusal, saRsellatioR, or liRlitatioR is fer a susiRoss purpose that is Rot a RlBFO pr0t01,t for 

URfair dissriRliRatioR; BF 

{s) the refusal, GaRGBllatioR, BF liFAitatioR is FB(clUirod by law OF r09ulatery RlaRdate. 

{e) AR iRsurer R1ay ROt Rlake OF perRlit URfair disoriRliRatioR setweoR iRdi,·iduals OF risks of tR6 

saRle slass aRd of 0ss0Rtially the saR10 ha2arels 13y r0fusiR9 to issue, r0fusiR9 to FORO"', EWRs0liR9, or 

liFAitiR9 the aFAOURt of insuraRoo sov0ra9e on a rnsideRtial prepert1,· risk or OR the persoRal property 

oontaiRed iR tho resideRtial property, 13esause of tho a90 of tl=le rosieloRtial 13rof)orty, unless: 

{a) tho refusal, oaRsellation, er liFAitation is fer a 13usiRess pur130se that is net a Alers pretoxtffif 

unfair elissriRliRatioR; or 

(13) tho refusal, oanoollatioR, or liFAitation is FB€1Uirod 13·; law or ro9ulatory FAandate. 

(71 An iRsurer FAay RBt refuse to insure, refuse to GBRtiRUB to iRSUFB, BF liFAit the aFAOURt of 

00•;orn90 O"ailal31e to aR iReli¥ielual 130oa1,1so of tho sex or FAarital stat1,1s of tl=lo indiviel1oJal. Howo,;er, an 

iRSUF9F FAay take FAarital statlls iRtO aGGOURt for the PUFflOSO of defiRiR9 pOFSORS 0li9isle fer depeRdBRts' 

130R0fits. 

(81 An iRGUFOF FAay not tBFFAiRato OF FAOelify sovera90 OF FBfloJSe to issue OF refuse to reROW a 

property or oasualty polioy or sontrast of insuranso solely sosa1oJso tho applioaRt or insured or an•; ORlfllo•;oo 

of either is R1entall•f er physisall'{ iFApairoel. Hewe,;or, this sul3sostion does not 0131311,• to assidont and health 

iRsuranoo sold B'{ 8 GOSloJalty iRSUFBF, ORB this SUBSOGtiOR FAO'f ROI BO iRterpretoa ta FAOaify OR'( ether 

pro,;isioR of law relatiR!'I ta the terFAinatien, FAedifioation, iss1oJan00, or rono.,.,•al of any insuranoe flBlisy er 

osntraot. 

(91 AR insurer R1ay Rat rohiso to iRsure, rof1oJs0 to sentinuo to inseJro, shar90 higher rates, or liRlit 

the aR1seJnt of so•;ora9e availal31o to an inaiYidual sasoa solely on ad•,•orse inf0rR1ati0n sentainoa iR a ari>«iR9 

rosorel that is 3 years ala er older. How0,10r, an insurer FAay flFOYido dissounts to an insured based on 

favorable aspoots of an insurod's olaiFAs history that is 3 •;ears old or older. 

( 10) An insurer ma1,1 Rot sharge 130ints nn, rn£11PA tn issue, Rli:j;USE TO ISSUE refuse to reno»<, 

roR10"0 an oxistina diso01oJnt on, or surshargo a private passoR90r RlOtor ,;ohislo flolisy 13ooaeJso of a olain:i 

sul3R1ittea uRaer tho insurod's 13olioy if tho insured was not at fa1,1it. 

111) la) Fior tho flUFflBSes of this sullseotion (11 ), "sroait histor>;'' n:ieans that 13ortion of a oreait 
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report or background report that addresses tho applieant's or insurod's detit payment history or lael( of 

history out doss not inclueo public information inslueing conYictions, lawsuits, sankruptcios, or similar 

putilic information. 

ib) /\n insurer writing automobile er homoownor insurance may not refuse to insure, rofuso to 

continue to insure, charge higher rates, or limit the scope or amount of co,•erage or tionofits a"ailatile to 

an indiYidual based solely on tho insurer's knowledge of tho indiYiaual's credit history unless: 

Iii the insurer possesses substantial aooumontation that crodit history is signifieantly correlatod 

with tho typos of risks insursa or to tie insured; 

(ii) tho insuror sends written communication to tho indi•1i,Elual aisclosing that tho insuraneo covorago 

was declined, not ronowoe, or limitea in scope or amount of eoyorage or tionofits tiocauso of credit 

information relating to tho applicant or tho insured; ana 

(iii) upon subsequent request of tho inai,,idual, mailed within 10 1fa~•s of roeoipt of tho aonial, 

nonrenowal, or limitation, tho insurer proYidos tho ineiYiaual with a sopy of the eredit report at isceio or tho 

name and adsross of a thin:! party from whoFR tho inai,•iseial may ebtain a eopy of tho erodit report, within 

1 O aays of rocoipt of tho raquost. 

(el Tho prouisions of this subsection (11) aro not intenaod to eonfliet with an•f disclosure pro•,•isions 

of state law or tho fodoral Truth in bonding II et applisatile to lensing institutions, erodit tiureaus, or other 

credit ser>;iee organizations that FRaintain er distribute crodit histories on insuranse applieants or 

polis~·holders." 

SeetioR 27. Section 33 1 B 301, MCA, is amenaed to roas: 

"33 HI 301. Prahibitell relatiaR& "'ith mort11arias. (1) A life insurer and its oUieers, omployoes, 

er represontati>,<06 may not own, manage, supervise, oporato, or maintain any mortuary, funeral, or 

undortakin§ astaelishmont in Montana. 

(21 l\ life insurer ma•r not contrast or agree with an•r funeral direetor, mortuary, or undertal(or that 

tho funeral ElirosMr, undortal~er, or mortuary shall eonsust tl:ie funeral or tio names tJonofisiaPf of any 

person insured by tho insurer. This sutisoetion aoes not prohitJit a life insurer frem FPaking insurance, 

aesignated as funeral ins11ranco, a,•ailable. 

13) .'\ funeral insurance policy ans any solicitation material for tho polis•,, must eloarly indisato that: 

(a) tho policy is a life insuraneo proEluct; 
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14 

(i:J) tho applisaRt ma•t d0si9Rat0 tho i:J0R0fisiaP{, pro\<idod that there is aR appropriate aRd iRsurai:Jlo 

iRt0r0st; Qfil[ 

(s) tho i:J0R0fisiary ma•( use the preseeds fer aRy purpose; aRd" 

(dlffi aRy ~ attempt i:Jy the insurer or its represeRtativo to t:iavo the iRsurod d0si9Rato a spesifis 

i:JeRefisiary, iRoludin9 i:Jut RBt limited to a fuRaral diraotor, mortuary, or uRdartakor, soRstitutos a violatioR 

of this sostioR puRishablo as a misdemeanor pursuant to sui:JsostioR (<1) ffil. 

(el AR iRsurod may desiEjRate a fuReral direotor, mortuary, er uRdortakor as a saeoifio i:JoRofiGiaf.y 

oRI~< when tho sash value of the aolisy adversely affests tho iRsured's fiRaRsial soRditioR for tho auraoso 

of detormiRiREl tl=io availai:Jility of modioaid i:Jonofits. 

(<1 )ffil leash violation of this sestion sonstitutes a misdemeaRor punishai:Jlo by a fiRo of not FFIOFO 

tl=ian $1,QQQ or i:Jy iFF1prisonFF1ent for not FF1or0 tt:ian e FFIORtl=is, or i:Jott:i." 

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 

15 apply only to contracts of life insurance and annuities, other than reinsurance, group life insurance, and 

16 group annuities. 

17 (2) Sections 33-20-114 and 33-20-1 31 also apply to group life insurance and group annuities." 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 individual 9roup'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 

(bl 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." 
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Section 30. Section 33-22-508, MCA, is amended to read: 

2 "33-22-508. Conversion on termination of eligibility. I 1 I A group disability insurance policy or 

3 certificate of insurance delivered or issued for delivery or renewed after October 1, 1981, must contain a 

4 provision that if the insurance or any portion of it on a person or the person's dependents or family 

5 members covered under the policy ceases because of termination of the person's employment or of the 

6 person's membership in the class or classes eligible for coverage under the policy or as a result of a 

7 person's employer discontinuing the employer's business or as a result of a person's employer discontinuing 

8 the group disability insurance policy and not providing for any other group disability insurance or plan and 

9 if the person had been insured for a period of 3 months and the person is not insured under another major 

1 O medical disabilitv insurance policy or plan, the person is entitled to have issued to the person by the insurer, 

11 without evidence of insurability, group coverage or an individual policy or, in the absence of an individual 

12 policy issued by the insurer, a group policy issued by the insurer, of hospital or medical service insurance 

13 on the person or the person's dependents or family members if application for the individual policy is made 

14 and the first premium tendered to the insurer within 31 days after the termination of group coverage, 

15 12) The individual policy or group policy, at the option of the insured, may be on any form then 

16 customarily issued by the insurer to individual or group policyholders, with the exception of a policy the 

17 eligibility for which is determined by affiliation other than by employment with a common entity. In addition, 

18 the insurer shall make available a conversion policy as required by subsection 14), 

19 (3) The premium on the individual policy or group policy must be at no more than 200% of the 

20 insurer's then customary rate applicable to the coverage of the individual or group policy. The customary 

21 rate is that rate that is normally issued for medically underwritten policies without discount for healthy 

22 lifestyles. 

23 (4) The insurer shall also make available an individual .!! conversion policy, certificate, or 

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

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

26 the insurer shall make available an individual.!! conversion policy, certificate, or membership contract that 

27 provides equivalent benefits to a basic health benefit plan. The conversion rate may not exceed 150% of 

28 the highest rate charged for that plan." 

29 

30 Section 31. 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: 

2 ( 11 "Applicant" means: 

3 (a) in the case of an individual medicare supplement policy, the person who seeks to contract for 

4 insurance benefits; and 

5 (bl in the case of a group medicare supplement policy, the proposed certificate holder. 

6 12) "Certificate" means a certificate delivered or issued for delivery in this state under a group 

7 medicare supplement policy. 

8 (3) "Certificate form" means the form on which the certificate is delivered or issued for delivery 

9 by the issuer. 

10 (4) "Entity" means an insurer as defined in 33-1-201, a health service corporation as defined in 

11 33-30-101, and a health maintenance organization as defined in 33-31-102. 

12 (51 "Health care expenses": 

1 3 (a) means expenses of a health maintenance organization associated with the delivery of health 

14 care services that are analogous to incurred losses of an insurer; 

15 lb) does not include home office and overhead costs, advertising costs, commissions and other 

16 acquisition costs, taxes, capital costs, administrative costs, or claims processing costs. 

17 161 "Issuer" includes insurance companies, fraternal benefit societies, health care service plans, 

18 health maintenance organizations, and any entity delivering or issuing for delivery in this state medicare 

19 supplement policies or certificates. 

20 171 "Medicare" means Health Insurance for the Aged, Title XVIII of the Social Security Amendments 

21 of 1965, as then constituted or later amended. 

22 (81 "Medicare supplement policy" means a group or individual policy of disability insurance or a 

23 subscriber contract of a health service corporation, other than a policy issued pursuant to a contract under 

24 42 U.S.C. 13961 or 1396FAFA 42 U.S.C. 1395ss(g)l1 ), or a policy issued under a demonstration project 

25 authorized pursuant to amendments to the federal Social Security Act, that is advertised, marketed, or 

26 designed primarily as a supplement to reimbursements under medicare for the hospital, medical, or surgical 

27 expenses of persons eligible for medicare. The term does not include: 

28 (a) a policy or contract of one or more employers or labor organizations or of the trustees of a fund 

29 established by one or more employers or labor organizations, or a combination of employers, organizattons, 

30 and trustees, for employees or former employees, or a combination of current and former employees, or 
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for members or former members, or a combination of current and former members, of the labor 

2 organizations; or 

3 lb) individual policies or contracts issued pursuant to a conversion privilege under a policy or 

4 contract of group or individual insurance when the group or individual policy or contract includes provisions 

5 that are inconsistent with the requirements of this part or policies issued to employees or members as 

6 additions to franchise plans in existence on April 8, 1981. 

7 (91 "Policy form" means the form on which the policy is delivered or issued for delivery by the 

8 issuer." 

9 

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

11 "33-22-907. Disclosure standards -- informational brochure -- rules. ( 1 I In order to provide for full 

12 and fair disclosure in the sale of medicare supplement policies and certificates, a medicare supplement 

13 policy may not be delivered or issued for delivery in this state and a certificate may not be delivered 

14 pursuant to a group medicare supplement policy delivered or issued for delivery in this state unless an 

15 outline of coverage is delivered to the applicant at the time that application is made. The outline of coverage 

16 must be filed with the commissioner as required by 33-1-501. The filing must be made at least 60 days in 

17 advance of the date that the outline of coverage is delivered to any resident of this state. 

1 8 (2) la) The commissioner shall prescribe the format and content of the outline of coverage required 

19 by subsection ( 1). 

20 lb) For purposes of this section, "format" means style, arrangements, and overall appearance, 

21 including such items as the size, color, and prominence of type and the arrangement of text and captions. 

22 (cl The outline of coverage must include: 

23 (il a description of the principal benefits and coverage provided in the policy or certificate; 

24 (ill a statement of the exceptions, reductions, and limitations contained in the policy or certificate; 

25 !iii) a statement of the renewal provisionsL including any reservation by the issuer of a right to 

26 change premiums and disclosure of the existence of any automatic renewal premium increases based on 

27 the policyholder's or certificate holder's age; 

28 (iv) a statement that the outline of coverage is a summary of the policy or certificate issued or 

29 applied for and that the policy or certificate should be consulted to determine governing contractual 

30 provisions. 
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(3) The commissioner may prescribe by rule a standard form and the contents of an informational 

2 brochure for persons eligible for medicare, which is intended to improve the buyer's ability to select the 

3 most appropriate coverage and to improve the buyer's understanding of medicare. Except in the case of 

4 direct response insurance policies, the commissioner may require by rule that the information brochure be 

5 provided to any prospective insureds eligible for medicare at the same time Jhat the outline of coverage is 

6 delivered. With respect to direct response insurance policies, the commissioner may require by rule that the 

7 prescribed brochure be provided upon request, but not later than the time of policy delivery, to any 

8 prospective insureds eligible for medicare. 

9 (41 The commissioner may adopt reasonable rules for captions or notice requirements, determined 

1 O to be in the public interest and designed to inform prospective insureds that particular insurance coverages 

11 are not medicare supplement coverages, for all accident and sickness insurance policies sold to persons 

12 eligible for medicare, other than: 

13 (a) medicare supplement policies or certificates; or 

14 (bl disability income policies-; 

15 Is) sasis, satastro!)his, or FRajor FRedisal O*!J0ASO !)olisios; 

16 Id) siAgle flF0FRitiFR, AOAF0A0wasl0 flOlisies; or 

17 (el other flOliGi06 O*GOfjtBd iA 33 22 QQ3(Q). 

18 (51 The commissioner may further adopt reasonable rules to govern the full and fair disclosure of 

19 the information in connection with the replacement of accident and sickness policies or certificates by 

20 persons eligible for medicare. 

21 (61 As soon as practicable, but no later than 30 days before the annual effective date of a medicare 

22 benefit change, every entity providing medicare supplement insurance or benefits to a resident of this state 

23 shall notify its policyholders and certificate holders, in a format that the commissioner prescribes by rule, 

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

25 

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

27 "33-22-910. Filing requirements for advertising. Every issuer of medicare supplement policies or 

28 certificates in this state shall provide to the commissioner for the commissioner's re\<iow or approval a copy 

29 of any medicare supplement advertising intended for use in this state, whether through written, radio, or 

30 television medium." 
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Section 34. Section 33-22-1803, MCA, is amended to read: 

2 "33-22-1803. Definitions. As used in this part, the following definitions apply: 

3 (1) "Actuarial certification" means a written statement by a member of the American academy ot 

4 actuaries or other individual acceptable to the commissioner that a small employer carrier is in compliance 

5 with the provisions of 33-22-1809, based upon the person's examination, including a review of the 

6 appropriate records and of the actuarial assumptions and methods used by the small employer carrier in 

7 establishing premium rates for applicable heaitn benefit plans. 

8 12) "Affiliate" or" affiliated" means any entity or person who directly or indirectly, through one or 

9 more intermediaries, controls, is controlled by, or 1s under common control with a specified entity or person. 

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

11 loss disability insurance. 

12 (4) "Base premium rate" means, for each class of business as to a rating period, the lowest 

13 premium rate charged or that could have been charged under the rating system for that class of business 

14 by the small employer carrier to small employers with similar case characteristics for health benefit plans 

15 with the same or similar coverage. 

16 (5) "Basic health benefit plan" means a health benefit plan, except a uniform health benefit plan, 

17 developed by a small employer carrier, that has a lower benefit value than the small employer carrier's 

1 8 standard benefit plan and that provides the benefits required by 33-22-1827. 

19 (6) "Benefit equivalency" means a method developed by the small employer carrier for comparing 

20 the types of health care services and articles covered under a health benefit plan with the types of health 

21 care services required to be covered under a uniform, basic, or standard health benefit plan. 

22 (7) "Benefit value" means an actuarially based method developed by the small employer carrier for 

23 comparing the value of determinable contingencies covered under a health benefit plan with the value of 

24 determinable contingencies required under a uniform, basic, or standard health benefit plan. 

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

26 (9) "Carrier" means any person who provides a health benefit plan in this state subject to state 

27 insurance regulation. The term includes but is not limited to an insurance company, a fraternal benefit 

28 society, a health service corporation, and a health maintenance organization. For purposes of this part, 

29 companies that are affiliated companies or that are eligible to file a consolidated tax return must be treated 

30 as one carrier, except that the following may be considered as separate carriers: 
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(a) an insurance company or health service corporation that is an affiliate of a health maintenance 

2 organization located in this state; 

3 (b) a health maintenance organization located in this state that is an affiliate of an insurance 

4 company or health service corporation; or 

5 (c) a health maintenance organization that operates only one health maintenance organization in 

6 an established geographic service area of this state. 

7 ( 10) "Case characteristics" means demographic or other objective characteristics of a small 

8 employer that are considered by the small employer carrier in the determination of premium rates for the 

9 small employer, provided that gender, claims experience, health status, and duration of coverage are not 

10 case characteristics for purposes of this part. 

11 (11) "Class of business" means all or a separate grouping of small employers established pursuant 

12 to 33-22-1808. 

13 ( 1 2) "Dependent" means: 

14 (a) a spouse or an unmarried child under 19 years of age; 

15 (bl an unmarried child, under 23 years of age, who is a full-time student and who is financially 

16 dependent on the insured; 

17 (c) a child of any age who is disabled and dependent upon the parent as provided in 33-22-506 

18 and 33-30-1003; or 

1 9 (d) any other individual defined as a dependent in the health benefit plan covering the employee. 

20 (13) "Eligible employee" means an employee who works on a full-time basis with a normal 

21 workweek of 30 hours or more, except that at the sole discretion of the employer, the term may include 

22 an employee who works on a full-time basis with a normal workweek of between 20 and 40 hours as long 

23 as this eligibility criteria is applied uniformly among all of the employer's employees. The term includes a 

24 sole proprietor, a partner of a partnership, and an independent contractor if the sole proprietor, partner, or 

25 independent contractor is included as an employee under a health benefit plan of a small employer. The 

26 term does not include an employee who works on a part-time, temporary, or substitute basis. 

27 114) "Established geographic service area" means a geographic area, as approved by the 

28 commissioner and based on the carrier's certificate of authority to transact insurance in this state, within 

29 which the carrier is authorized to provide coverage. 

30 I 1 5) "Health benefit plan" means any hospital or medical policy or certificate providing for physical 
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and mental health care issued by an insurance company, a fraternal benefit society, or a health service 

2 corporation or issued under a health maintenance organization subscriber contract. Health benefit plan does 

3 not include: 

4 (a) accident-only, credit, dental, vision, specified disease, medicare supplement, long-term care, 

5 or disability income insurance or any other limited benefit plan; 

6 (b) coverage issued as a supplement to liabiiity insurance, workers' compensation insurance, or 

7 similar insurance; or 

8 (cl automobile medical payment insurance. 

9 116) "Index rate" means, for each class ot business for a rating period for small employers with 

1 O similar case characteristics, the average of the applicable base premium rate and the corresponding highest 

11 premium rate. 

12 ( 17) "Late enrollee" means an eligible employee or dependent who requests enrollment in a health 

13 benefit plan of a small employer following the initial enrollment period during which the individual was 

14 entitled to enroll under the terms of the health benefit plan, provided that the initial enrollment period was 

15 a period of at least 30 days. However, an eligible employee or dependent may not be considered a late 

16 enrollee if: 

17 la) the individual requests enrollment within 30 days after termination of the qualifying previous 

18 coverage and: 

19 Ii) the individual was covered under qualifying previous coverage at the time of the initial 

20 enrollment; or 

21 (ii) the individual lost coverage under qualifying previous coverage as a result of termination of 

22 employment or eligibility, the involuntary termination of the qualifying previous coverage, the death of a 

23 spouse, or divorce; 

24 (b) the individual is employed by an employer that offers multiple health benefit plans and the 

25 individual elects a different plan during an open enrollment period; or 

26 (c) a court has ordered that coverage be provided for a spouse, minor, or dependent child under 

27 a ccvered employee's health benefit plan and a request for enrollment is made within 30 days after issuance 

28 of the court order. 

29 118) "New business premium rate" means, for each class of business for a rating period, the lowest 

30 premium rate charged or offered or that could have been charged or offered by the small employer carrier 
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to small employers with similar case characteristics for newly issued health benefit plans with the same or 

2 similar coverage. 

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

4 (20) "Premium" means all money paid by a small employer and eligible employees as a condition 

5 of receiving coverage from a small employer carrier, including any fees or other contributions associated 

6 with the health benefit plan. 

7 (21) "Program" means the Montana smail employer health reinsurance program created by 

8 33-22-1818. 

9 122) "Qualifying previous coverage" means benefits or coverage provided under: 

1 0 la) medicare or medicaid; 

11 lb) an employer-based health insurance or health benefit arrangement that provides benefits similar 

1 2 to or exceeding benefits provided under the minimum basic health benefit plan; or 

13 (c) an individual health insurance policy, including coverage issued by an insurance company, a 

14 fraternal benefit society, a health service corporation, or a health maintenance organization that provides 

1 5 benefits similar to or exceeding the benefits provided under the minimum basic health benefit plan, provided 

16 that the policy has been in effect for a period of at least 1 year. 

17 (23) "Rating period" means the calendar period for which premium rates established by a small 

18 employer carrier are assumed to be in effect. 

19 124) "Reinsuring carrier" means a small employer carrier participating in the reinsurance program 

20 pursuant to 33-22-1819. 

21 125) "Restricted network provision" means a provision of a health benefit plan that conditions the 

22 payment of benefits, in whole or in part, on the use of health care providers that have entered into a 

23 contractual arrangement with the carrier pursuant to Title 33, chapter 22, part 17, or Title 33, chapter 31, 

24 to provide health care services to covered individuals. 

25 (26) "Small employer" means a person, firm, corporation, partnership, or association that is actively 

26 engaged in business and that, on at least 50% of its working days during the preceding calendar quarter, 

27 employed at least 3 but not more than 25 eligible employees, the majority of whom were employed within 

28 this state or were residents of this state. In determining the number of eligible employees, companies are 

29 considered one employer if they: 

30 (a) are affiliated companies; 
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lb) are eligible to file a combined tax return for purposes of state taxation; or 

2 (cl are members of an association that: 

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

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

5 (iii) does not deny coverage to any small employer member of its association or any employee of 

6 its small employer members who applies for coverage as part of a group. 

7 (27) "Small employer carrier" means a carrier that offers health benefit plans that cover eligible 

8 employees of one or more small employers in this state. 

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

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

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

11 

12 

13 "33-22-1819. Program plan of operation -- treatment of losses•· exemption from taxation. (1) 

14 Within 180 days after the appointment of the initial board, the board shall submit to the commissioner a 

15 plan of operation and may at any time submit amendments to the plan necessary or suitable to ensure me 

16 fair, reasonable, and equitable administration of the program. The commissioner may, after notice and 

17 hearing, approve the plan of operation if the commissioner determines it to be suitable to ensure the fair, 

18 reasonable, and equitable administration of the program and if the plan of operation provides for the sharing 

19 of program gains or losses on an equitable and proportionate basis in accordance with the provisions of this 

20 section. The plan of operation is effective upon written approval by the commissioner. 

21 (2) If the board fails to submit a suitable plan of operation within 180 days after its appointment, 

22 the commissioner shall, after notice and hearing, promulgate and adopt a temporary plan of operation. The 

23 commissioner shall amend or rescind any temporary plan adopted under this subsection at the time a plan 

24 of operation is submitted by the board and approved by the commissioner. 

25 (3) The plan of operation must: 

26 la) establish procedures for the handling and accounting of program assets and money and for an 

27 annual fiscal reporting to the commissioner; 

28 (b) establish procedures for selecting an administering carrier and setting forth the powers and 

29 duties of the administering carrier; 

30 le) 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 

2 by the program; 

3 (e) establish procedures tor allocating a portion of premiums collected from reinsuring carriers to 

4 fund administrative expenses incurred or to be incurred by the program; and 

5 (f) provide for any additional matters necessary for the implementation and administration of the 

6 program. 

7 (4) The program has the general powers and authority granted under the laws of this state to 

8 insurance companies and health maintenance organizations licensed to transact business, except the power 

9 to issue health benefit plans directly to either groups or individuals. In addition, the program may: 

1 O (a) enter into contracts as are necessary or proper to carry out the provisions and purposes of this 

11 part, including the authority, with the approval of the commissioner, to enter into contracts with simi 1ar 

12 programs of other states for the joint performance of common functions or with persons or other 

13 organizations for the performance of administrative functions; 

14 (b) sue or be sued, including taking any legal actions necessary or proper to recover any premiums 

15 and penalties for, on behalf of, or against the program or any reinsuring carriers; 

16 (cl take any legal action necessary to avoid the payment of improper claims against the program; 

17 (d) define the health benefit plans for which reinsurance will be provided and to issue reinsurar,:;.; 

18 policies in accordance with the requirements of this part; 

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

20 (fl establish actuarial functions as appropriate for the operation of the program; 

21 (gl appoint appropriate legal, actuarial, and other committees as necessary to provide technical 

22 assistance in operation of the program, policy and other contract design, and any other function within the 

23 authority of the program; 

24 (h) to the extent permitted by federal law and in accordance with subsection (8)(c), make annual 

25 assessments against assessable carriers and make interim assessments to fund claims incurred by the 

26 program; and 

27 (i) borrow money to effect the purposes of the program. Any notes or other evidence of 

28 indebtedness of the program not in default are legal investments for carriers and may be carried as admitted 

29 assets. 

30 (5) 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 health benefit plan, the program shall 

2 reinsure the level of coverage provided and, with respect to other plans, the program shall reinsure up to 

3 the level of coverage provided in a basic or standard health benefit plan. 

4 (b) A small employer carrier may reinsure an entire employer group within 60 days of the 

5 commencement of the group's coverage under a health benefit plan. 

6 (c) A reinsuring carrier may reinsure an eligible employee or dependent within a period of 60 days 

7 following the commencement of coverage with the small employer. A newly eligible employee or dependent 

8 of the reinsured small employer may be reinsured within 60 days of the commencement of coverage. 

9 (di {i) The program may not reimburse a reinsuring carrier with respect to the claims of a reinsured 

10 employee or dependent until the carrier has incurred an initial level of claims for the employee or dependent 

11 of $5,000 in a calendar year for benefits covered by the program. In addition, the reinsuring carrier is 

12 responsible for 20% of the next $100,000 of benefit payments during a calendar year and the program 

13 shall reinsure the remainder. A reinsuring carrier's liability under this subsection (d)(il may not exceed a 

14 maximum limit of $25,000 in any calendar year with respect to any reinsured individual. 

15 (ii) The board annually shall adjust the initial level of claims and maximum limit to be retained by 

16 the carrier to reflect increases in costs and utilization within the standard market for health benefit plans 

17 within the state. The adjustment may not be less than the annual change in the medical component of the 

18 consumer price index for all urban consumers of the United States department of labor, bureau of labor 

19 statistics, unless the board proposes and the commissioner approves a lower adjustment factor. 

20 (el A small employer carrier may terminate reinsurance with the program for one or more of the 

21 reinsured employees or dependents of a small employer on any anniversary of the health benefit plan. 

22 (f) A small employer group health benefit plan in effect before January 1, 1994, may not be 

23 reinsured by the program until JaRi.ary 1, 1 QQ7, aREI tl=leR enly if the board determines that sufficient 

24 funding sources are available. 

25 (gl A reinsuring carrier shall apply all managed care and claims-handling techniques, including 

26 utilization review, individual case management, preferred provider provisions, and other managed care 

27 provisions or methods of operation consistently with respect to reinsured and nonreinsured business. 

28 (6) (al As part of the plan of operation, the board shall establish a methodology for determining 

29 premium rates to be charged by the program for reinsuring small employers and individuals pursuant to this 

30 section. The methodology must include a system for classification of small employers that reflects the types 
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of case characteristics commonly used by small employer carriers in the state. The methodology must 

2 provide for the development of base reinsurance premium rates that must be multiplied by the factors set 

3 forth in subsection (6)(b) to determine the premium rates for the program. The base reinsurance premium 

4 rates must be established by the board, subject to the approval of the commissioner, and must be set a1 

5 levels that reasonably approximate the premiums necessary to recover one-half of the expenses for the 

6 calendar year. For purposes of this section, expenses include administrative expenses, one-half of the 

7 program net loss for the previous calendar year, and the actuarially anticipated claims to be incurred, 

8 adjusted to reflect retention levels required under this part. 

9 lb) Premiums for the program are as follows: 

10 Ii) An entire small employer group may be reinsured for a rate that is one and one-half tirnr,s the 

11 base reinsurance premium rate for the group established pursuant to this subsection (6). 

12 (ii) An eligible employee or dependent may be reinsured for a rate that is five times the bilse 

13 reinsurance premium rate for the individual established pursuant to this subsection 16). 

14 (c) The board shall annually review the methodology established under subsection (6)(a), including 

15 the system of classification and any rating factors, to ensure that it is actuarially sound and that it 

1 6 reasonably reflects the claims experience of the program. The board may propose changes to the 

1 7 methodology that are subject to the approval of the commissioner. 

18 (d) The board may consider adjustments to the premium rates charged by the progr"m to reflect 

19 the use of effective cost containment and managed care arrangements. 

20 17) If a health benefit plan for a small employer is entirely or partially reinsured with the program, 

21 the premium charged to the small employer for any rating period for the coverage issued must meet the 

22 requirements relating to premium rates set forth in 33-22-1809. 

23 (8) (a) Prior to March 1 of each year, the board shall determine and report to the commissioner 

24 the program net loss for the previous calendar year, including administrative expenses and incurred losses 

25 for the year, taking into account investment income and other appropriate gains and losses, and the 

26 actuarially anticipated losses for the calendar year. The sum of one-half of the program net loss for the 

27 previous calendar year plus the anticipated net loss for the calendar year must equal the total assessment 

28 amount. If the program net loss for the previous calendar year is zero or less, the total assessment amount 

29 must equal the actuarially anticipated losses for the calendar year. 

30 (b) (i) Each assessable carrier shall share in the program in an amount determined by multiplying 

- 40 - HB 131 



55th Legislature HB0131.05 

the total assessment amount by a traction, the numerator of which is the number of individuals in this state 

2 covered under disability insurance by the assessable carrier and the denominator of which is the number 

3 of all individuals in this state covered under disability insurance by all assessable carriers. 

4 Iii) The board shall make a reasonable effort to ensure that each insured individual is counted only 

5 once for the purpose of assessment. The board shall require each assessable carrier that provides excess 

6 of loss or stop loss insurance to include in its count of insured individuals all individuals whose coverage 

7 is reinsured in whole or in part, including coverage under excess of loss or stop loss insurance. The board 

8 shall allow an assessable carrier who is an excess of loss or stop loss insurer to exclude from its count of 

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

1 0 (iii) The board shall 13aso sash assessable sarrier's assessrnont on roports filed with tho 

11 oornrnissionor as FBEttJirsd 13y 33 22 1 820. The board may use any reasonable method of estimating the 

12 number of individuals insured by an assessable carrier if the specific number is unknown. 

13 (c) The board shall make an annual determination in accordance with this section of each 

14 assessable carrier's liability for its share of the contribution to the program and, except as otherwise 

15 provided by this section, make an annual assessment against each assessable carrie1 to the extent of that 

16 liability. Payment of an assessment is due within 30 days of receipt by the assessable carrier of written 

17 notice of the assessment. An assessable carrier that ceases doing business within the state is liable for 

18 assessments until the end of the calendar year in which the assessable carrier ceased doing business. The 

19 board may determine not to assess an assessable carrier if the assessable carrier's liability determined in 

20 accordance with this section does not exceed $10. 

21 (d) The board may establish and maintain program reserves not to exceed five times the actuarially 

22 anticipated losses for the calendar year. 

23 (e) It the sum of the reinsurance premiums and assessments in any calendar year exceeds the sum 

24 of the administrative expenses and incurred claims for that year, the board may proportionately credit the 

25 excess to assessable carriers or it may place the excess in program reserves, subject to the limits in 

26 subsection (8)(d). 

27 (9) The participation in the program as reinsuring carriers; the establishment of rates, forms, or 

28 procedures; or any other joint collective action required by this part may not be the basis of any legal 

29 action, criminal or civil liability, or penalty against the program or any of its reinsuring carriers, either jointly 

30 or separately. 
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( 10) The board, as part of the plan of operation, shall develop standards setting forth the minimum 

2 levels of compensation to be paid to producers for the sale of basic and standard health benefit plans. In 

3 establishing the standards, the board shall take into consideration the need to ensure the broad availability 

4 of coverages, the objectives of the program, the time and effort expended in placing the coverage, the need 

5 to provide ongoing service to small employers, the levels of compensation currently used in the industry, 

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

7 ( 11) The program is exempt from taxation. 

8 (12) On or before March 1 of each year, the commissioner shall evaluate the operation of the 

9 program and report to the governor and the legislature in writing the results of the evaluation. The report 

1 O must include an estimate of future costs of the program, assessments necessary to pay those costs, the 

11 appropriateness of premiums charged by the program, the level of insurance retention under the proqrarn, 

12 the cost of coverage of small employers, and any recommendations for change to the plan of onerilttori, 

13 ( 13) All premiums and other money paid to the small employer carrier reinsurance program and all 

14 property and securities acquired through the use of money and interest and dividends earned on money 

15 belonging to the small employer carrier reinsurance program are solely the property of the program and 

16 must be used exclusively for the operations and obligations of the program. Money collected by the 

17 program is not subject to legislative appropriation." 

18 

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

20 "33-22-1820. Periodic market evaluation -- report. The soars 6hall commissioner may study and 

21 report at least every 3 years to tho sornrni66ioner governor or other interested persons on the effectiveness 

22 of this part. The report must analyze the effectiveness of this part in promoting rate stability, product 

23 availability, and coverage affordability. The report may contain recommendations for actions to improve the 

24 overall effectiveness, efficiency, and fairness of the small employer health insurance markets. The report 

2 5 must address whether carriers and producers are fairly and actively marketing or issuing health benefit plans 

26 to small employers in fulfillment of the purposes of this part. The report may contain recommendations for 

27 market conduct or other regulatory standards or action." 

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

28 

29 

30 "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 expenses in excess of an annual deductible that does not exceed $ 500 per 

2 person or $1,000 per family. The coverage must include a limitation of $2,000 per person or $4,000 per 

3 family on the total annual out-of-pocket expenses for services covered. The coverage may be subject to 

4 a maximum lifetime benefit, but a maximum, if any, may not be less than $1 million. 

5 (2) The commissioner may not require coverage in a standard health benefit plan for any benefit 

6 unless other provisions of Title 33, chapter 22, 30, or 31, specifically require coverage for the benefit. A 

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

8 (3) A standard health benefit plan provided by a health maintenance organization or a basic health 

9 benefit plan with a restricted network provision must provide a comparable level of benefits to those 

1 O required by subsection (1 ), as determined by the benefit eEjuivalens•; and benefit value." 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

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 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; anJ! 

Title 33, chapters 1, 15, 18, 19, and 22, except 33-22-111; and 33 3 701 throLJgh 33 3 704. 

(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 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 

24 corporation shall file an annual statement for the preceding year on form No. 13 N.A.I.C. with the 

25 commissioner of insurance. This annual statement must be completed in accordance with the national 

26 association of insurance commissioners' annual statement instructions. 

27 (2) The health service corporation shall file a statement containing any other information concerning 

28 its financial affairs that may be reasonably requested by the commissioner. 

29 (3) (a) Each health service corporation shall file electronic diskette versions of its annual and 

30 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 

2 statements are as follows: 

3 (ii the first quarter statement is due May 15; 

4 (iii the second quarter statement is due August 15; and 

5 (iii) the third quarter statement is due November 15. 

6 (b) The commissioner may exempt health service corporations operating only in Montana from 

7 these filing requirements. 

8 (4) The commissioner may, after notice and hearing, suspend or revoke a health maintonanso 

9 SERVICE CORPORATION'S or9anization's license or impose a fine not to exceed $100 a day and not to 

10 exceed $1,000 upon a health FAaintonanse or9anizatisn SERVICE CORPORATION that tails to file an annual_ 

11 statement as required by this part." 

Section 40. Section 33-31-111, MCA, is amended to read: 

12 

13 

14 "33-31-111. Statutory construction and relationship to other laws. ( 1) Except as otherwise 

15 provided in this chapter, the insurance or health service corporation laws do not apply to any health 

16 maintenance organization authorized to transact business under this chapter. This provision does not apply 

17 to an insurer or health service corporation licensed and regulated pursuant to the insurance or health servi•~" 

18 corporation laws of this state except with respect to its health maintenance organization activities 

19 authorized and regulated pursuant to this chapter. 

20 (2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority 

21 or its representatives may not be construed as a violation of any law relating to solicitation or advertising 

22 by health professionals. 

23 (3) A health maintenance organization authorized under this chapter may not be considered to be 

24 practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine. 

25 (41 The provisions of this chapter do not exempt a health maintenance organization from the 

26 applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3. 

27 (5) The provisions of this section do not exempt a health maintenance organization from the 

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

29 33-3-701 through 33-3-704. A health maintenance organization must be considered an insurer for the 

30 purposes of 33-3-308 and 33-3-701 through 33-3-704." 
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6 

7 

8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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. (11 

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 disorstion 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 in his dissr0ti0n 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. 

(31 The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 f3ef fo, 

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 wJ:\iGI. that is false. 

(4) The commissioner may require &HGi=I reports a&fl6 that the commissioner considers reasonably 

necessary and appropriate to enable l=l+ffi the commissioner to carry out Ri& 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. W 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) Tho soFRFRissioRor FRa>; ooRtraot with a 13ri',ato or 13ul31io oRtit>; to asFRiRistor ans operate an 

eleotreRis slaiFRs 13rooossing systeFR. If the GOFRFRissioner olosts to oontraot for asFRiRistration and 013eration 

of tho s•,stoFR, the GOFRFRissioner shall awars a ooRtrast aooorsing to Title 18, eha13ter 4. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

NEV\' aECTION. Sostien 12. Statute ef limitatiens. Tho period prosoriliod for tho oommonoomont 

of a oi~'il or administrati•,10 aotien Ii',' tho oemmissioner for allogod violation of Title 33 is within 2 1ycoars of 

tho oommissionor's disoe·,ery of tho faots oonstituting tho alleged "iolatien. 

~JE\!V a.ECTIO~J. Sostion 13. Filing er making false statements. (1) A person may not purposely 

or kno•,,..ingly make or oauso to lio mads, in any dooumont filed with tho oemmissioner or in any proooeding 

boforo tho oommissionor, any statement that is, at the time and in tho light of tho oiroumstanoos under 

whioh it is made, false or misleading in an~• material rospoot. 

(2) A J')Orson feund to ha•,e willfully violated suliseotion (1) is subjoot to a lino of up to $6,000 and, 

if aJ')plioable, may be subjoot to tho oriminal la,,.1s of this state. 

12 NEW aECTIO~J. Sestien 11. Credit life and disability Bf'lf'llisations. (1) The insuraneo pr&ffil-Oaf 

13 who offoots the sale of a pelioy or eertifioate ef oredit lifo and disability insuranoe shall sign tho applioation. 

14 (2) An insuranoe sompany may not aosopt an applisation for orodit life and disability insuranee 

15 unless the applioation is signed by tho insuranoo produoor who offooted the sale. 

16 (3) This seotion does nst apply to polioies er oertifioatos subjest ta the provisions of 33 21 204. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~JEW aEGTIO~J. Sestion 11, Ser,;ioo oentraot insuranse. (1) aervise sentrast insL!ranse-•+s-a 

oontraot or agreement fer a GElf;laratoly stated sonsiEloration or for a spooifis duration t-e+ 

fal--- perform tho repair, roplaoomont, or maintenanoo of property; or 

(e) indemnify for rof;Jair, replaooment, or maintonanoo of proport•f. 

(21 Sorvioo sontraot insuranso does not insluElo oontrasts or agroomonts that: 

la) aro indemnified only ey tho sollor or manufasturor; aRd 

le) insure only tho inherent eiuality of tho J')rodust. 

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. 

2 (bl Accepted actuarial standards as adopted by the actuarial standards board must be taken into 

3 consideration for the purpose of determining the loss reserves and loss expense reserves. 

4 (2) Except as provided in subsections (3) and (4), the reserves for all outstanding losses and loss 

5 expenses must include the following: 

6 (al the aggregate estimated amounts due or to become due on account of all known losses, claims, 

7 and loss expenses incurred but not paid, including the estimated liability on any notice received by the 

8 insurer of the occurrence of any event that may result in a loss; and 

9 (b) the aggregate amounts of liability for all losses and loss expenses incurred for which notice has 

10 not been received, estimated in accordance with the insurer's prior experience, if any, or otherwise in 

11 accordance with Montana industry Gata EXPERIENCE, OR COUNTRYWIDE INDUSTRY EXPERIENCE IF THIS 

12 STATE'S EXPERIENCE IS NOT CREDIBLE, FOR SIMILAR CONTRACTS OF INSURANCE. The estimated 

13 liabilities for losses under all bonds, policies, or contracts of fidelity insurance may not be less than 10% 

14 of the net premiums in force, and the estimated liabilities for all of those losses under all the insurer's surety 

1 5 contracts may not be less than 5 % of the net premiums in force. 

16 (3) Except as provided in subsection (4), tabular reserves for outstanding losses under policies of 

17 workers' compensation insurance may be actuarially calculated for both indemnity and medical payments. 

18 The loss adjustment expenses are not eligible for discounting. Tabular reserves are those reserves that are: 

19 (al calculated using discounts determined with reference to actuarial tables, which incorporate 

20 mortality, interest, not to exceed 4%, remarriage, and other contingencies applied to a reasonably 

21 determinable payment stream associated with lifetime benefit cases; or 

22 (b) annuities certain, such as those arising from structured settlements. 

23 (4) Whenever, in the judgment of the commissioner, the loss and loss expense reserves of any 

24 property and casualty insurer doing business in this state, calculated in accordance with the provisions of 

25 this section, are inadequate or excessive, the commissioner may prescribe any other method that will 

26 produce adequate and reasonable reserves. 

27 (5) The excess, if any, of statutory reserves over statement reserves must be calculated in 

28 accordance with the annual statement instructions adopted by the national association of insurance 

29 commissioners. 

30 
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NEW SECTION. Section 44. Repealer. Sections 33-2-515, 33-2-536, 33-2-721, 33-2 722, 

2 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, 

3 MCA, are repealed. 

4 

5 NEW SECTION. Section 45. Codification instruction. (1 I [Section 4--2 4---l- 43] is intended to be 

6 codified as an integral part of Title 50, chapter 4, part 5, and the provisions of Title 50, chapter 4. part 5, 

7 apply to [section 4--2 4---l- 43]. 

8 (2) [aeGtions 4 3 and 4 4 4 2 A~m 4 3] are intondod to 00 oodifiod as an into§ral part-¢.- Tit lo 33, 

9 ohapt0r 1, part 3, and tho pro 1,isions of Title 33, ohapter 1, part 3, apply to [s0otions 4 3 and -1-4-4.l-ANG 

10 4 31. 

11 (3) [aestion 4 e ill is intended to 00 sodifi0d as an integral part of Title 33, shaptor 2+.f}a,+-+, 

12 ;md tho provisions of Title 33, shaptor 21, part 1, apply to [sestion 4s ill-

13 (4)(ll [aoGtion 461! ill is intended to 00 oodifiod as an integral 13art of Title 33, -&4.c~Hff'.-1-,!3-i'IH 

14 2, and the pre\1isions of Title 33, shaptor 1, part 2, apply to [sestion 4 6 1! ill, 

15 ~(2) [Section 4-7 4-e 4-e 44] is intended to be codified as an integral part of Title 33. chapter 

16 2, part 5, and the provisions of Title 33, chapter 2, part 5, apply to [section 4-7 4-e 4-e 44]. 

17 

18 NEW SECTION. Section 46. Severability. If a part of [this act] is invalid, all valid pP.;1s that are 

19 severable frorri the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

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

21 applications. 

22 

23 NEW SECTION. SECTION 47. EFFECTIVE DATES. (1) EXCEPT AS PROVIDED IN SUBSECTION 

24 12), [THIS ACT] IS EFFECTIVE OCTOBER 1, 1997. 

25 12) [SECTION 91 AND THIS SECTION ARE EFFECTIVE ON PASSAGE AND APPROVAL. 

26 -END-
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