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SENATE BILL NO. 39 

INTRODUCED BY NELSON 

BY REQUEST OF THE STATE AUDITOR 

SB0039.01 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER"; 

7 REQUIRING LICENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQUIRING LICENSURE AND APPOINTMENT OF 

9 FARM MUTUAL INSURANCE PRODUCERS FOR THE TRANSACTION OF CROP-HAIL AND LIABILITY 

10 INSURANCE; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND 

11 AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-312, AND 33-4-502, MCA," 

12 

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

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter-· provisions applicable. (1) The chapter applies to: 

17 (al all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1 501 through 40-1517 of the Revised Codes of Montana, 194 7; 

20 (bl all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 1947: 

22 (c) all insurers formed under this chapter. 

23 (2) 1\II iAs1a1,e,s 111a1alih•iAg 1a1RE1er e1a113eeetieR 11) FRB',' ee FefeFFeEI le as "farFR FR1a1t1a1al iAs1a1FeFs". 

24 ~ The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 -!4+J,;ll The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: parts 1, 2, a, 4, aREI 7 et chapter 1. parts 1 through 4 and 7; 33-2-112; 

29 33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, paFt parts 13 and 16; 33-2-1212; 

30 33-3-218; 33-3-308; 33-3-309; 33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 1 B." 
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Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. 11) A "001:1Rty" "county mutual insurer.'.'. is aR a farm mutual insurer 

3 authorized to insure etlly property and li1ability risks located in the county wAeFeiR is leeateel in whicn its 

4 principal office is located and in the counties in this state with boundaries contiguous with 5-\:left the 

5 principal office county. 

6 (2) A "farm mutual insurer" is a1n insurer that meets the qualifications of 33-4-101 (1). 

7 @l A "state" "state mutual insurer,'.'. is aR a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 ffil..1l. "Surplus" is the extent to which the value of an insurer's assets exceeds its liabilities." 

10 
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Section 3. Section 33-4-312, MCA, is amended to read: 

"33-4-312. Officers, insurance producers, and employees not licensed -- exception for liability 

insurance, crop insurance, and managi~1g general agents. ( 1) Except as provided in s1:1eseetioR (2) this 

section, f\e an insurance producer of aR a farm mutual insurer is not required to obtain a license or authority 

from any public official to transact business for 6\:leR the insurer•,~ AOF is tAO The farm mutual insurer or any 

of its officers, insurance producers, or employees are not required to pay any fee or license for the 

transaction of the business of the insurer, except as provided in this chapter. 

12) A farm m1:1tt:1al iAS\:IFOF that offers liaeilit'( iAS\:IFaAOO is r0~1:1ireel to Aa•,e BR iRSl:IF8R80 ):)F88l,IOeF 

lioeAseel lly tRe state ef MeAtaAa te trarisaet liabiliW ins1:1ranee, aRel Re t:,_ person, including an officer or 

employee of a farm mutual insurer, may riot offer, solicit, take applications for, procure, or place fer otAeFs 

liability insurance 9>f--e or insurance of growing crops against loss or damage resulting from hail or other 

hazards on behalf of a farm mutual insurer unless AB er s"1e the person is~ 

.{fil licensed under Title 33, chapter 17: and 

(bl appointed by the farm mutual insurer pursuant to 33-17-236. 

(3) A person acting as a managingi general agent, as defined in 33-2-1501, for a farm mutual insurer 

must be licensed under 33-2-1601." 

Section 4. Section 33-4-502, MCA, is amended to read: 

"33-4-502. Limit of risk -- rete,ntion of liability. (1) Except as provided in subsection 13), the 

30 maximum amount of insurance ~ !hat an insurer shall retain on a single risk, after deduction of 

~
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 is the larger amount. 

3 (2) For the purposes of this section, a "single risk" as to insurance against fire and hazards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 WflieR that are reasonably susceptible to loss or damage from the same fire or the same occurrence of StleH 

6 ~ another hazard insured against. 

7 (3) A farm mutual insurer: 

8 (a) that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 (bl that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

10 an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year; 

13 and 

14 (c) may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

15 from hail or other hazards greater than the proportional share of each limit of liability in the following 

16 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 

~
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Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0039, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act applying management and exclusive agency contract restrictions to Farm Mutual 
Insurers; defining "Farm Mutual Insurer"; requiring licensure of farm mutual managing general 
agents and regulation of farm mutual managing general agent contracts; requiring licensure 
and appointment of farm mutual insurance producers for the transaction of crop-hail and 
liability insurance; and limiting the retention of crop-hail risk by a farm mutual ir.surer. 

ASSUMPTIONS: 

1. Most insurance agents selling crop insurance are currently licensed agents. 
2. There may be a slight increase in the number of licensed agents related to crop 

insurance, but it should have a minimal impact to the State Auditor's Office. 

FISCAL IMPACT: 

None. 

lda#. ~ , ✓ ~-q1 
DAVE LEWIS, BDGETDIRECTORATE 
Office of Budget and Program Planning 

Fiscal Note for SB0039, as introduced 
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SENATE BILL NO. 39 

INTRODUCED BY NELSON 

BY REQUEST OF THE STATE AUDITOR 

SB0039.02 
APPROVED BY COM ON 
BUSINESS & INDUSTRY 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER"; 

7 REQUIRING LICENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQUIRING LIGE~ISURE MID APPOl~ITMHIT 01-

9 FARM MUTUAL l~ISURANGE PR09UGERS FOR Tl-IE TRA~ISAGTIO~I OF CROP I-IAIL MID LIABILITY 

10 INSURANCE; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; ANO 

11 AMENDING SECTIONS 33-4-101, 33-4-102, 33 4 312, ANO 33-4-502, MCA." 

12 

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

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter -- provisions applicable. (1) The chapter applies to: 

17 (a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1501 through 40-1517 of the Revised Codes of Montana, 194 7; 

20 (b) all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 1947; 

22 (c) all insurers formed under this chapter. 

23 (2) All insurers t:1ualifyin§ 1,1ndor subseetion (1) FAa'( be referred to as "farFA FAutual ins1,1rers". 

24 +J+ The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 f4+Ql The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: parts 1, 2, 3, 4, and 7 of chapter 1, parts 1 through 4 and 7; 33-2-112; 

29 33-2-501; 33-2-502: 33-2-532 through 33-2-535; 33-2- 708; chapter 2, ~ parts 13 and 16; 33-2-1212; 

30 33-3-218: 33-3-308; 33-3-309: 33-3-401: 33-3-402: 33-3-431: 33-3-436; and chapter 18." 
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55th Legislature S60039.02 

Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. (1) A ~count~," "county mutual insurer_"_ is aft a farm mutual insurer 

3 authorized to insure 0flJ.y property and liability risks located in the county wherein is located in which its 

4 principal office is located and in the counties in this state with boundaries contiguous with Stlffi the 

5 principal office county. 

6 (2) A "farm mutual insurer" is an insurer that meets the qualifications of 33-4-101 (1). 

7 ru A "state" "state mutual insurer_"_ is aft a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 f3+.l11 "Surplus" is the extent to which the value of an insurer's assets exceeds its liabilities." 

10 

11 
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29 

Seatien 3. 8eotion 33 q 312, MCA, Is amended to read: 

"33 <I 312. OffiecFs, ins1:1Fanee 1prnd1:1ecFs, and em13le•1ees net liecnsed c11ec13tien foF liability 

ins1:1Fanee, eFell ins1:1Fanec. and managineI geneFal agents. 111 Elwept as proYided in s1:113seetien 12) this 

sectien, ne an inse1rane0 prede1cer sf an a farm me1te1al insurer is net reqe1ired to e13tain a license or authority 

/rem any pe113Iic official ts transact 13usiness for suol=l tl=le insurer,~ ner is the The farm mutual inse1r0r er an•t 

of its officers, insurance preduoers, er emple~'ees are net required ts pay any fee or lieense for the 

transaetien sf the 13usiness sf the insurer .. exeept as pre~·ided in this ehapter. 

(2) A farm mutual insurer tl=lat ef'fers lial3ility insurance is required ts l=laYe an insurance produeer 

lieensed 13~· the state ef Mentana to trancaot lial3ility insuranee, ans ne /\ persen. including an offieer or 

emi;ile';□□ sf a farm mutual insurer, may not effer, solicit, take applications for, proeurn, or plaee for others 

lial3ility insuranee 13•1' a or insurance of growing eroi;is against less er aamage resulting from hail er ether 

ha2ards en 13ehalf sf a farm mutual insurer unless he or she the person is~ 

ffi licensed under Title 33, ohaptor 17~ 

(b) aopointed by tl=le farm mutual insurer pursuant to 33 17 23e. 

(31 A person aeting as a managing general agent. as defined in 33 2 1 liQ1. for a farm mutual insurer 

must 13e licensed under 33 2 1 eQ1." 

Section 3. Section 33-4-502, MCA, is amended to read: 

"33-4-502. Limit of risk -- retention of liability. (1) Except as provided in subsection (3), the 

30 maximum amount of insurance which !bat an insurer shall retain on a single risk, after deduction of 

I-Legislative 
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55th Legislature SB0039.02 

1 applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 is the larger amount. 

3 (2) For the purposes of this section, a "single risk" as to insurance against fire and hai:ards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such 

6 other another hai:ard insured against. 

7 13) A farm mutual insurer: 

8 (a) that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 (b) that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

1 O an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year; 

13 and 

14 (c) may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

15 from hail or other hazards greater than the proportional share of each limit of liability in the following 

16 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 
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Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 

O" 
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SENATE BILL NO. 39 

INTRODUCED BY NELSON 

BY REQUEST OF THE STATE AUDITOR 

SB0039.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER"; 

7 REQUIRING LICENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQUIFmlG LIGENSUFIE A~ID /\PPOl~HME~H or; 

9 FARM MUTUAb l~lSUR/\~JGe PROQUGl!!RS FOR TME TFI.O.~JSAGTIO~J or; CROP MAlb ANO LI/\BlblTY 

10 l~JSURANGe; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND 

11 AMENDING SECTIONS 33-4-101, 33-4-102, aa 4 a12, AND 33-4-502, MCA." 

12 

13 BE IT ENACTED BY THE LEGISLATURE OF THE ST ATE OF MONTANA: 

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter -- provisions applicable. (11 The chapter applies to: 

17 (al all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1501 through 40-1517 of the Revised Codes of Montana, 194 7; 

20 (b) all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 194 7; 

22 (c) all insurers formed under this chapter. 

23 (2) .0.11 iAsurers qualif•(iA§ UAeler sul:JseetieA (11 FRay l:Je referreel te as "farFR FAutual insurers". 

24 ~ The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 t4l-.Ql The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: 13arts 1, 2, a, 4, aAel 7 of chapter 1, parts 1 through 4 and 7; 33-2-112; 

29 33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2- 708; chapter 2, 136H parts 13 and 16; 33-2-1212; 

30 33-3-218; 33-3-30B; 33-3-309; 33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 1 B." 
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55th Legislature SB0039.02 

Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. (1) A "eoe1nty" "county mutual insurer::_ is aft a farm mutual insurer 

3 authorized to insure eH+v property and liability risks located in the county wherein is loeateEl in which its 

4 principal office is located and in the counties in this state with boundaries contiguous with Sl:Hffi the 

5 principal office county. 

6 (2) A "farm mutual insurer" is an insurer that meets the qualifications of 33-4-101 ( 1). 

7 ill A "state" "state mutual insurer::_ is aft a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 ~ill "Surplus" is the extent to which the value of an insurer's assets exceeds its liabilities." 

10 

SeetieR 3. Seetion 33 4 312, MCA, is aFAenEleEl to reaEl: 11 

12 "33 4 312. QHiee,s, ins1a1,anee p,ed1a1ee,s, aRd eRlple•,•ees Rot lieeRsed e11septien fer liabilit•f 

13 iRs1a1raRee. eree ins1a1raRee. aRd R1aRagiRg geReral agents. (1) ~irnept as pre•t"ided in s1:1bseetien 12) this 

14 seetion, no an ins1:1ranee 13rod1:1eer of an a farFA FA1:1Wal ins1:1rer is net reei1:1ired to eetain a lieense or a1:1thority 

15 freFA an'( p1:1elie eHieial to transaet e1:1siness for s1:1eh the ins1:1rer,~ nor is the Tile forFA FA1:1t1:1al ins1:1rer er an~' 

16 of its effieers, ins1:1ranee pred1:1eers, er eFApleyees are net reei1:1iFed to l')B'J' anv fee er lieense fer the 

17 transaetion of the e1:1siness of the ins1:1rer, el<eeIH as proYided in this ehapter. 

18 12) A farFA FA1:1t1:1al insurer that eHers liaeility ins1:1ranee is reei1:1ired to haYe an insuranee pred1:1eer 

19 lisenseEl e~· the state of Montana to transaet liaeility ins1:1ranee, and no A person, inel1:1Elina an eHieer er 

20 eFApleyee of a farFA FA1:1t1:1al ins1:1rer 1 FAa'f net offer, solioit, tal10 a19plieatiens fer, pree1:1re, or 13laee for ethers 

21 liaeilit~· ins1:1ranee ey a er ins1:1ranee of growing ereps against less er daFAage res1:1lting freFA hail er ether 

22 hacards on behalf of a farFA FAutual insurer 1:1nless he er she the person is~ 

23 J:§!i lieensed tinder Title 33, ehapter 17~ 

24 (e) appointed by the farFA Rll:IHJBI insurer eursuant to 33 17 236. 

25 131 A aersan aeting as a FAanaginq general agent, as defined in 33 2 1 eQ1, fer a farFA FA1:1t1:1al ins1:1rer 

26 FAl:lst be lieensed 1:1nder 33 2 16Q1." 

Section 3. Section 33-4-502, MCA, is amended to read: 

27 

28 

29 "33-4-502. Limit of risk -- retention of liability. (1) Except as provided in subsection (3), the 

30 maximum amount of insurance which that an insurer shall retain on a single risk, after deduction of 

- 2 - SB 39 
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 is the larger amount. 

3 12) For the purposes of this section, a "single risk" as to insurance against fire and hazards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such 

6 other another hazard insured against. 

7 (3) A farm mutual insurer: 

8 (a) that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 {bl that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

1 O an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year; 

13 and 

14 (cl may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

15 from hail or other hazards greater than the proportional share of each limit of liability in the following 

16 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 

i-L,gislative 
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Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 
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55th Legisiature 

2 

3 

4 

SENATE BILL NO. 39 

INTRODUCED BY NELSON 

BY REQUEST OF THE STATE AUDITOR 

S80039.02 

APPROVED BY COM ON 
AGRICULTURE 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER'• 

7 REQUIRING LICENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQl:JIRl~lG blCE~lSURE A~m /\PPOl~HMrnT oi; 

9 i;t>.R~~ MUTUAb INSURA~ICE PRODUCERS FOR TME TRA~ISACTION OF CROP MAlb .◊.~m blABlblTY 

10 I~161:JRA~ICE; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND 

11 AMENDING SECTIONS 33-4-101, 33-4-102, aa 4 a1 2, AND 33-4-502, MCA." 

12 

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

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter•· provisions applicable. I 1 l The chapter applies to: 

1 7 (al all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1501 through 40-1517 of the Revised Codes of Montana, 194 7; 

20 (bl all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 194 7; 

22 le) all insurers formed under this chapter. 

23 12) ,0,11 iASl:JFBFS q1:1alif'y•iAg 1:JA88F Gl:JBG881i8R 11) FAS',' ee Feferrea teas "faFFA FAl:Jtl:Jal iRSl:JFCFS". 

24 ~ The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 +4-tlli The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: 11ar1s 1, 2, a, 4, aAa 7 ef chapter 1, parts 1 through 4 and 7; 33-2-11 2; 

29 33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, P6ff parts 13 and 16; 33-2-1212; 

30 33-3-21 8; 33-3-308; 33-3-309; 33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 18." 
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Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. 11 l A "eo1:1Aty" "county mutual insurer.::, ·,s aff a farm mutual insurer 

3 authorized to insure ~ property and liability risks located in the county wl:iereiA is loeated in which :ts 

4 principal office is located and in the counties in this state with boundaries contiguous with Stl€fl the 

5 principal office county. 

6 12) A "farm mutual insurer" is an insurer that meets the qualifications of 33-4-10111 ). 

7 @l A "state" "state mutual insmer.'.'. is aff a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 ~ill "Surplus" is tho extent to which the value of an insurer's assets exceeds its liabilities." 

10 

Section 3. SeetieA dd 4 612, MC.O., is aFAeRded to read1 11 

12 "33 4 31 ;a, QUiaers, i11e11,anae pred1:1aere, and ernplo•1aoe 11et liae11eed e11eejiltio11 far liability 

13 ins1:1,e11ae 1 area ine1:1,anoe, a11d managing qe11e,al agents. ( 11 li11oopt as proyieea iA s1:1l:JseetioA (2) tl:iis 

14 seotioA, no an insuFaAee pFoetueer of an a farm ~utual insurer is Rot requires to eDtaiA a lieense or authority 

15 freA"l OA't1 p1:1l:Jlie eHieial to traAsaot 81:lSiFIOGG fer 91:iBA tAO iASl:lfBf,~ ABF is tAB TAO f8FA'1 A'11:1t1:1al iAsurer OF aA)' 

16 of i~s effieere, ins1:Jranoe proS1:1eere, er em~loyees are not: requires ta ~ay an•,« fee or lieonse for tho 

17 HaASOOtiBA of tAB l:JusiABSS of Oie iRSUFOF, 011oept as preyieee iR thie ehapter. 

18 (2) /\ farF'R A11:Jtt:1el iAsurer thot afters liabilit:y insuranee is FOf1'uirod te ~aye an insuraAee 13reBueer 

19 lisenooe By tho state ef MeRtaRe te tranoaet liabilitr inouraRee, an& ne 1\ i:-eraeR, inelySina an eftieer er 

20 omele,,.ee ef a farr-1=1 A1t:Jtblal ins1:.1re,, R,S"f' net effer, eelioit, t:alEe a13tilieati0Ae tor, proe':lre, or 13laee for others 

21 liability insuranoe b'f• a er iAe1:.1ranee ef EJrewing erepe agaiAot lee& er ~aFRage result:ing freFR hail er ether 

22 hacards en BoRalf af a farm A'lutual iRourer UAle&s Re er she the eereon is~ 

23 ifil li88RSOEl UAder Title dd, eha~1tor 17~ 

24 \l:J) appeiAtee ey tho farFA FA1:1Hml i11s1:1rer p1:1rs1:1a11t to ad 17 236, 

25 (3) A 9erseF1 aetina as a A,anaging eoneral agent, as elefinoS in 63 2 119Q1, fer a farFA FAufual insurer 

26 FAl:IBt BO lieeRsed URdor aa 2 1601." 

27 

28 

29 

Section 3. Section 33-4-502, MCA, is amended to read: 

"33-4-502. Limit of risk -- retention of liability. (1) Except as provided in subsection (31, the 

30 maximum amount of insurance which that an insurer shall retain on a single risk. after deduction of 
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 is the i arger amount. 

3 121 For the purposes of this section, a "single risk" as to insurance against fire and hazards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such 

6 other another hazard insured against. 

7 (3l A farm mutual insurer: 

B (al that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 (bl that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

1 o an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 tor incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year; 

13 and 

14 (cl may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

1 5 from hail or other hazards greater than the proportional share of each limit of liability in the following 

1 6 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 

,. Legislative 
\Set'lllcu 
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-END-
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Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 

O" 
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SENATE BILL NO. 39 

INTRODUCED BY NELSON 

BY REQUEST OF THE STATE AUDITOR 

S80039 02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER'; 

7 REQUIRING LI CENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQUIRl~IG blGE~ISURE A~m I\PPOl~HM~~n 01" 

9 P:/\RM MUT61Ab l~ISUf;IA~IGi PROQUGiRS P:OR Tl-Ii TRA~ISAGTIO~I 01" CROP I-IAlb ,o,~m LIABILITY 

10 l~ISUf;!MlGE; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND 

11 AMENDING SECTIONS 33-4-101, 33-4-102, aa ~ a 12, AND 33-4-502, MCA." 

12 

1 3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter-· provisions applicable. (1) The chapter applies to: 

17 (a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1 501 through 40-1517 of the Revised Codes of Montana, 194 7: 

20 lb) all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 1947; 

22 le) all insurers formed under this chapter. 

23 ~ 2) P,11 iRs1:1rers ~t:1alif•fing unSer suSseetieA l 1) ma•,' Be roferr:eS te as "ta,Rq FAutual insurers". 

24 t6l- The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 f4+J]l The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: 11ar~e 1, 2, a, 4, aAa 7 of chapter 1, parts 1 through 4 and 7; 33-2-112; 

29 33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2- 708; chapter 2, fMf'l parts 13 and 16; 33-2-121 2; 

30 33-3-218; 33-3-308; 33-3-309: 33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 18." 
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Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. 11) A "ea1,mty" "county mutual insurer'.'., is il-f¼ a farm mutual ,nsurer 

3 authorized to ,nsure ~ property and liability risks located in the county wnere1n is laeateel in wh1c;-; ,ts 

4 principal office ,s located and in the counties in this state with boundaries contiguous with ~ the 

5 principal office county. 

6 12) A "farm mutual insurer" is an insurer that meets the qualifications of 33-4-101 I 1 I. 

7 ru A "state" "state mutual ins,Jrer'.'., is il-f¼ a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 ~l.±l. "Surplus" is the extent 'tO which the value of an insurer's assets exceeds its liab1lit1es .. , 

10 

SeetieA 3. SoetieR 33 4 312, ~AC.O,, is aFRondeEI te reae: 11 

12 "33 4 31 a. QHiaer9, iAa11,aA11a predwae,a, aAd eR'lplayeaa Aat liaeAaed ellieeptieA Je, liability 

13 iAeblranoo, erep iRe1::1raAee, an~ Managing general ageAta, I 1 ~ EMee~t as 13,e, iBeS in s1::JSseot1en 12) this 

14 soetien, ne aA insuranoe 13ra8ueer af an a jar"1 FRuh:tal ins1::Jrer is not roet1::1iro~ te eBtain a lieense or auther1ty 

1 5 lraFA an'f puBlia affisial ta transaet Business for stioR tRe instirer,~ ner is tRe Tl:1e farFA FAtiWal insurer er any 

16 at its aHieers, lnsuranae preeluoers, cir BFRf3loyeoo are net required to Jla•~ aAy fee or lioonse tor the 

1 7 trancaotion of the Business of 1he inourer, 8M8Bf3t as provideei in tRie eha~ter. 

18 (2) A farFR FRutual iRsuror that effe,e liaSility ineu,aRee ia re~uiroB to Ravo an iAsblranoe 13roduecr 

19 lieense0 Bv ti=le st=ate of Mentane ta lf«iA&ae, lia8ilitv iAe1:11renae, ans no A peroen, iAoh:tSiAa an eUieer er 

20 eFFlple, oe ef a farFR FAutldal insurer, ~a-, A8t etfor, solieit, tal,e a13,aliaatiene for, preet:He, or J:;Jlaee for otRers 

21 liaBHit, ·1nsuranee Bv a or ineurange Qf gre 1,viAg eroee aeainst lee& er damage resi:,ltina freFFt Rail or ether 

22 l=lazaraa en i:leRalf ef a fan~ FRUtual ine1:Jrer unleeo Ao er sRe tRe peroen ie1 

23 @l: lieeAaea under Ti41e 33, at:1a13ter 17....AM 

24 \BJ apeeinfoEI b•,1 the farFA R=tutt:ial iAsurer et:1rs1:1ant te 33 17 238, 

25 !di A BOFOOR aotiAa aa a mgnaaif~a general agent, as Sofinee iR aa 2 , 6Q1. far a far~ FRl:Hldal iASt:JF9F 

26 fflust Bo lieeAsea 1.,neler 33 2 1 SQ1 .• 

Section 3. Section 33-4-502, MCA, is amended to read: 

27 

28 

29 "33-4-502. Limit of risk -- retention of liability. ( 1 I Except as provided in subsection i 3), the 

30 maximum amount of insurance which that an insurer shall retain on a single risk, after deduction of 
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 Is the larger amount. 

3 12! i=or the purposes of this section, a "single risk" as to insurance against fire and hazards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 which that are reasonably susceptible to loss or damage from the same fire or the same occur,ence of s~ch 

6 other another hazard insured against. 

7 13) A farm mutual insurer: 

8 la) that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 (b) that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

1 O an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year: 

13 and 

14 I c) may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

1 5 from hail or other hazards greater than the proportional share of each limit of liability in the following 

16 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 

-END-

- 3 -

Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 

O" 
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SENATE BILL NO. 39 

INTRODUCED BY NELSON 

SB0039.03 

2 

3 BY REQUEST OF THE STATE AUDITOR 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY 

6 CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER"; 

7 REQUIRING LICENSURE OF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM 

8 MUTUAL MANAGING GENERAL AGENT CONTRACTS; RE!QUIRING LICe~ISURe A~m APPOl~JTMe~JT OF 

9 F/\RM MUTUAb l~JSURA~ICe PRODUCERS FOR T~E TRANSACTION OF CROP ~Alb A~m blMllblTY 

10 l~ISUR.'\NCe; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND 

11 AMENDING SECTIONS 33-4-101, 33-4-102, 33 <1 312, AND 33-4-502, MCA." 

12 

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

14 

15 Section 1. Section 33-4-101, MCA, is amended to read: 

16 "33-4-101. Scope of chapter -- provisions applicable. (1) The chapter applies to: 

17 (a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural 

18 buiidings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections 

19 40-1501 through 40-1517 of the Revised Codes of Montana, 194 7; 

20 (b) all domestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully 

21 transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 1947; 

22 (c) all insurers formed under this chapter. 

23 (2) All insurers eiualifyin!J uneer suesestian { 1) A'lay Ile reforreEI te as "farA'I A'luti.;al insurers". 

24 ~ The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic 

25 farm mutual insurers except as contained or referred to in this chapter. 

26 +4-+fll The following chapters and sections of this title apply to farm mutual insurers to the extent 

27 applicable and not inconsistent with the express provisions of this chapter and the reasonable implications 

28 of the express provisions: 13arts 1, 2, 3, <1, an@l 7 et chapter 1, parts 1 through 4 and 7; 33-2-112; 

29 33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, ~ parts 13 and 16; 33-2-1212; 

30 33-3-218; 33-3-308; 33-3-309; 33-3-401; 33-3-402; 33-3-431; 33-3-436; and chapter 18." 
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Section 2. Section 33-4-102, MCA, is amended to read: 

2 "33-4-102. Definitions. (1) A "seunt•r'' "county mutual insurer::_ is aA a farm mutual insurer 

3 authorized to insure Gflly property and liability risks located in the county wherein is lesates in which its 

4 principal office is located and in the counties in this state with boundaries contiguous with ~ the 

5 principal office county. 

6 (2) A "farm mutual insurer" is an insurer that meets the qualifications of 33-4-101 (1 ). 

7 Ll.J. A "state" "state mutual insurer_::. is aA a farm mutual insurer authorized to insure property and 

8 liability risks throughout the state. 

9 ~ill "Surplus" is the extent to which the value of an insurer's assets exceeds its liabilities." 

10 

Seetien 3, aestien 33 4 312, MCA, is arnenses ta mas: 11 

12 "33 4 312. OHiseFs, insuFanee pFBduseF&, and ernple•rees net lieensed exseptien faF liabilit>; 

1 3 insuFanee, eFBp insmanee, and manaaina aeneFal aaente, ( 1) Eirnept as previses in subsestien ( 2) 1.1:lli! 

14 sestien, ne an insuranse presuser ef an a farn1 rnutual insurer is net r01c1uir0s ta obtain a lis0ns0 er autherity 

15 frern an•( publis effisial ta transast business for sush the insurer,~ ner is the The farrn rnutual insurer er any 

16 of its offisers, insuranse presusers, er ernpleyees are net reE1uires ta pay an•( foe er lisense for the 

1 7 transastien ef the business ef the insurer, exsept as pre•,ises in this shaJHer. 

18 (2) A farrn rnutual insurer tt:iat 0-ffers liabilit•r insuranse is r0E1uir0s te ha¥e an insuranse presuser 

19 lisenses by the. state ef Mentana ta transast liaeility insuranse, ans ne A persen, inslusing an effiser er 

20 SffiBioyoo of a farffi ffiutual insurer, rna't' net offer, selieit, take applisatiens fer, presure, er plase for ethers 

21 liaeility insuranse by a er insuranse of growing sreps against less er aarnage resulting freFA hail er ether 

22 ha2arss en behalf ef a farrn rnutual insurer unless he er she the eersen is~ 

23 ffil lisonses unaar Title 33, shapter 17~ 

24 (bl aeeeintas b1· the farrn rnutual insurer aursuant te 33 17 230, 

25 {3! A persen asting as a FAanaging general agent, as Elafines in 33 2 1e01 1 for a farrn rnutual insurer 

26 rnust be lisensos unser 33 2 1 e01. • 

27 

28 

29 

Section 3. Section 33-4-502, MCA, is amended to read: 

"33-4-502. Limit of risk -- retention of liability. (1) Except as provided in subsection (3), the 

30 maximum amount of insurance Wffi6H !hat an insurer shall retain on a single risk, after deduction of 
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever 

2 is the larger amount. 

3 12) For the purposes of this section, a "single risk" as to insurance against fire and hazards other 

4 than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer 

5 ~ that are reasonably susceptible to loss or damage from the same fire or the same occurrence of SttBR 

6 !HH6f another hazard insured against. 

7 13) A farm mutual insurer: 

8 (a) that insures any portion of a liability risk shall maintain a surplus of at least $50,000; 

9 lb) that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with 

10 an insurer authorized to do business in this state, and the farm mutual insurer's maximum aggregate liability 

11 for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the 

12 smaller of $200,000 or 20% of the farm mutual insurer's surplus as of December 31 of the preceding year; 

13 and 

14 (c) may not retain liability risk or risk resulting from insuring growing crops against loss or damage 

15 from hail or other hazards greater than the proportional share of each limit of liability in the following 

16 schedule: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surplus as of the 

Preceding December 31: 

$1,000,000 or greater 

$800,000 to $999,999 

$600,000 to $799,999 

$400,000 to $599,999 

$200,000 to $399,999 

Under $200,000 
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-END-

- 3 -

Proportional Share of Each 

Limit of Liability Retained: 

15% 

12% 

9% 

6% 

3% 
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