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SENATE BILL NO. 39
INTRODUCED BY NELSON
BY REQUEST CF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "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; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND
AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-312, AND 33-4-502, MCA."

BE IT ENACTED BY THE LEG|SLATU.HE OF THE STATE OF MONTANA:

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

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

{a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections
40-1501 through 40-1517 of the Revised Codes of Montana, 1947;

{b) all domestic mutual rural insurers formed and immediately prior to January 1, 1981, iawfully
transacting insurance under sections 40-1601 through 40-1625 of the Revised Codes of Montana, 1947;

{c] all insurers formed under this chapter.

(2)

3% The insurance laws of this state do not apply to or govern, either directly or indirectly, domestic
farm mutual insurers except as contained or referred to in this chapter.

{3} The following chapters and sections of this title apply ta farm mutual insurers to the extent
applicable and not inconsistent with the express provisions of this chapter and the reasonable implications

of the express provisions: pars—t—2—3—4—and—7of chapter 1,_parts 1 through 4 and 7; 33-2-112;
33-2-601; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, part parts 13 and 16; 33-2-1212;

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:
"33-4-102. Definitions. {1} A “eeunty~ 'county mutual insurer” is an a_farm mutual insurer
authorized to insure endy property and liability risks located in the county whereir-isJeaated in which its

principal office is lgcated and in the counties in this state with boundaries contiguous with sdek the
principal office county.

(2} A "farm mutual insurer” is an_insurer that meets the gualifications of 33-4-101(1).

{31 A= * "state mutual insurer” is an a farm mutual insurer authorized to insure property and

liability risks throughout the state.

{3H4) "Surplus” is the extent to which the value of an insurer’s assets exceeds its liabilities.”

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 managing genseral agents. (1) Except as provided in subseetien—2} this

section, A8 an insurance producer of an a farm mutual insurer is not required to obtain a license or authority

fram any public official to transact business for sueh the insurer;. feris-the The farm mutual insurer or any

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

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

lieensed-by-the-state-ai-Mentanate—transaotliability-nsuranee—and-rRe A person,including an officer or

employee of a farm mutual insurer, may not offer, solicit, take applications for, procure, or place ferothers

liability insurance By—a or insurance of growing crops against loss or damage resulting from hail or other

hazards on bebalf of a farm mutual insurer unless he-ershe the person is:

{a) licensed under Title 33, chapter 17, and

{b) appointed by the farm _mutual insurer pursuant to 33-17-236,

{31 A person acting as a managing 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 -- retention of liability. (1) Except as provided in subsection {3), the

maximum amount of insurance whieh 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
is the larger amount.

(2) For the purposes of this section, a "single risk" as to insurance against fire and hazards other
than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer
whieh that are reasonably susceptible to loss or damage from the same fire or the same occurrence of sueh
ether another hazard insured against.

(31 A farm mutual insurer:

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

{b) that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with
an insurer authorized to do business in this state, and the farm mutual insurer’'s maximum aggregate liability
for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutual insurer’s surplus as of December 31 of the preceding vear;
and

{c) may not retain liability risk or risk resulting from insuring growing crops against foss or damage

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

schedule:

Surpius as of the Proportional Share of Each
Preceding December 31: Limit of Liability Retained:
$1,000,000 or greater 15%
$800,000 to $999,999 12%
$600,000 to $799,999 9%
$400,000 to $599,999 6%
$200,000 to $399,999 3%
Under $200,000 o"
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for SB0039, as introduced

DESCRIPTION OF PROPOSED ILEGISLATION:

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 regulaticn c¢f 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 insurer.

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:

Ncone.

ﬂam fbﬂ&( = (q’( iﬁfa\,ﬁl{ﬂm—/l*la'?7

DAVF LEWIS, BUYDGET DIRECTOR DATE LINDA NELSON, PRIMARY SPONSCR DATE
Office of Budget and Program Planning

Fiscal Note for SRO03S8, as introduced
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APPROVED BY COM ON
BUSINESS & INDUSTRY

SENATE BILL NO. 39
INTRODUCED BY NELSON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "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 LIGENSURE-AND-ARROINTMENT-CFR

HNSURANGE: LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND

AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-342: AND 33-4-502, MCA."

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

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

"33-4-101. Scope of chapter -- pravisions agpplicable. (1) The chapter applies to:

{a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections
40-1501 through 40-1517 of the Revised Codes of Montana, 1947;

(b} all demestic mutual rural insurers formed and immediately prior to January 1, 1961, lawfully

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

{c) all insurers formed under this chapter.

+3+ Theinsurance laws of this state do not apply to or govern, either directly or indirectly, domestic
farm mutual insurers except as contained or referred to in this chapter.

+H{3) The following chapters and sections of this title apply to farm mutual insurers 1o the extent
applicable and not inconsistent with the express provisions of this chapter and the reasonable implications

of the express provisions: paris—3——3—4—and—71-ef chapter 1_parts 1 through 4 and 7; 33-2-112;
33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, part parts 13 and 16; 33-2-1212;

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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1 Section 2. Section 33-4-102, MCA, is amended to read:
2 "33-4-102. Definitions. {1) A “eounty- "county mutual insurer” is an a farm mutual insurer

3 authorized to insure erky property and liability risks located in the county whereinis+esated in which its

4 principal office is located and in the counties in this state with boundaries contiguous with sueh the
5 principal office county.

6 (2} A "farm mutual insurer” is an_insurer that meets the qualifications of 33-4-101{1}.

7 (3} A “state™ "state mutual insurer” is an a_farm mutual insurer authorized to insure property and
8 liability risks throughout the state.

9 +344) "Surplus” is the extent to which the value of an insurer’s assets exceeds its liabilities."”
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28 Section 3. Section 33-4-502, MCA, is amended to read:
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
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $560,000, whichever
is the larger amount.

(2) For the purposes of this section, a "single risk" as to insurance against fire and hazards other
than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer
which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such
other another hazard insured against.

(3) A farm mutual insurer:

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

(b} that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with
an insurer authorized to do business in this state, and the farm mutual insurer’s maximum aggregate liability
for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutual insurer’s surplus as of December 31 of the preceding year;
and

{c} may not retain liability risk or risk resulting from insuring growing crops aqainst loss or damage

from hail or_other hazards greater than the proportional share of each limit of liability in the following

schedule:

Surplus as of the Proportional Share of Each
Preceding December 31: Limit of Liability Retained:
$1,000,000 or greater 15%
$800,000 to $999,999 12%
$600,000 to $799,999 3%
$400,000 to $592,999 6%
$200,000 to $399,999 3%
Under $200,00C o
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SENATE BILL NO. 39
INTRODUCED BY NELSON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "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; REQUHRING-LIGENSURE-AND-ARRSINTMENTF OF

INSURANGE: LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND
AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-3%2; AND 33-4-502, MCA."

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

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

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

{a) ali domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buiidings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections
40-1501 through 40-1517 of the Revised Codes of Montana, 1947;

{b) all domestic mutuat rural insurers formed and immediately prior to January 1, 1961, lawfuily

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

{c) ali insurers formed under this chapter.

+3+ Theinsurance laws of this state do not apply to or govern, either directly or indirectly, domestic
farm mutual insurers except as contained or referred to in this chapter.

{3} The following chapters and sections of this title apply to farm mutual insurers to the extent
applicable and not inconsistent with the express provisions of this chapter and the reasonable implications
of the express provisions: parte——2—3—4—and——of chapter 1_parts 1 through 4 and 7; 33-2-112;
33-2-501; 33-2-502; 33-2-532 through 33-2-5635; 33-2-708; chapter 2, part parts 13 and 16; 33-2-1212;

33-3-218; 33-3-308; 33-3-309; 33-3-407; 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:
“33-4-102. Definitions. (1) A “sourty— "county mutual insurer” is am a_farm_ mutual insurer

authorized to insure enby property and liability risks located in the county whereinis—teeated in which its

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

principal office county.

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

(3) A tstate” "state mutual insurer” is aa a farm mutual insurer authorized to insure property and

liability risks throughout the state.

£3}4) "Surplus" is the extent to which the value of an insurer’s assets exceeds its liabilities."

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

maximum amount of insurance which that an insurer shali 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
is the larger amount.

{2} For the purposes of this section, a "single risk” as to insurance against fire and hazards other
than windstarm, earthquake, or other catastrophic perils includes all properties insured by the same insurer
which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such
other another hazard insured against.

{3) A farm mutual insurer:

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

(b) that retains any portion of a liability risk shall obtain reinsurance on that liability insurance with
an insurer authorized to do business in this state, and the farm mutual insurer’s maximum aggregaté liability
for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutual insurer’s surplus as of December 31 af the preceding year;
and

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

from hail or_other hazards greater than the proportional share of each limit of liability in the following

schedule:

Surplus as of the Proportional Share of Each
Preceding December 31: Limit of Liability Retained:
$1,000,000 or greater 15%
$800,000 to $999,999 12%
$600,000 to $799,999 9%
$400,000 to $599,999 6%
$200,000 to $399,999 3%
Under $200,000 0"

-END-
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SENATE BILL NO. 39
INTRODUCED BY NELSON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "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; REQUHRING LIGENSURE-AND-ARROINTMENT OF

INSURANGE: LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND
AMENDING SECTIONS 33-4-101, 33-4-102, 344312 AND 33-4-502, MCA."

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

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

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

(a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buildings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections
40-1501 through 40-1517 of the Revised Codes of Montana, 1947;

{b) all domestic mutual rural insurers farmed and immediately prior to January 1, 1961, lawfully
transacting insurance under sections 40-1601 through 40-1825 of the Revised Codes of Montana, 1947;

{c) all insurers formed 'under this chapter.

2)

3+ Theinsurance laws of this state do not apply to or govern, either directly or indirectly, domestic
farm mutual insurers except as contained or referred to in this chapter.

#4{3) The following chapters and sections of this title apply to farm mutual insurers to the extent

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

of the express provisions: paste—3d—2—a—4—ard—of chapter 1,_parts 1 through 4 and 7; 33-2-112;
33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, past parts 13 and 16; 33-2-1212;

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 Zesahty— "county mutual insurer” is & a farm mutual insurer
3 authorized to insure erdy property and liability risks located in the county wherewr-is+geated in which its
4 principal office is _located and in the counties in this state with boundaries contiguous with swek he
5 principal office county.

6 {2) A "farm mutual insurer” is an insurer that meets the qu'alifications of 33-4-101(1).

7 (3) A “state” "state mutual insurer” is an a farm mutual insurer authorized to insure property and
8 liability risks throughout the state.
9 {3H4) "Surplus” is the extent to which the value of an insurer’s assets exceeds its liabilities."
10
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28 Section 3. Section 33-4-502, MCA, is amended to read:

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

30  maximum amount ot 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
is the iarger amount,

{2) For the purposes of this section, a "single risk" as to insurance against fire and hazards other
than wingstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer
which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of such

other another hazard insured against.

{3) A farm mutual insurer:

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

{b) that retains any portion of aliability risk shall abtain reinsurance on that liability insurance with
an insurer authorized to do business in this state, and the farm mutual insurer’'s maximum aggregateé liability
for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutual insurer’s surpius as of December 31 of the preceding vear;
and

e} may not retain liability risk or risk resulting from insuring growing crops against loss or damage

from hail_or_other hazards greater than the proportional share of each limit of liability in the following

schedule:
Surplus as of the Proportional Share of Each
Preceding December 31: Limit of Liability Retained:
$1,000,000 or greater 15%
$800,000 to $999,998 12%
$600,000 to $799,999 9%
$400,000 to $599,999 6%
$200,000 to $399,999 3%
Under $200,000 0"
-END-
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SENATE BILL NC. 39

INTRODUCED BY NELSON
BY REQUEST OF THE STATE AUDITCR

A BILL FOR AN ACT ENTITLED: "AN ACT APPLYING MANAGEMENT AND EXCLUSIVE AGENCY
CONTRACT RESTRICTIONS TO FARM MUTUAL INSURERS; DEFINING "FARM MUTUAL INSURER":
REQUIRING LICENSURE CF FARM MUTUAL MANAGING GENERAL AGENTS AND REGULATION OF FARM

MUTUAL MANAGING GENERAL AGENT CONTRACTS; REQUHRINGLGENSURE-AND-ARPROINTMENT OF

INSURANGE: LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND

AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-31+2; AND 33-4-502, MCA."
BE {T ENACTED BY THE LEGISLATURE OF THE STATE QF MONTANA:

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

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

{a) alt domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buildings formed and immediately priar to January 1, 1961, lawfully transac_:tmg insurance under sections
40-1501 through 40Q-1517 of the Revised Codes of Montana, 1947;

(b) all domastic mutual rural insurers formed and immediately prior to January 1. 1961, lawfully
transacting insurance under sections 40-1601 through 40-1625 of tha Revised Codes of Montana, 1947;

{c} ail insurers formed .under this chapter.

(2}

+3+ Theinsurance laws of this state do not apply to or govern, either directly or indirectly, domestic
farm mutual insurers except as contained or referred to in this chapter,

{53(3) The following chapters and sections of this titla apply to farm mutual insurers to the extent
applicable and not inconsistent with the express provisions of this chapter and the reasonable implications

of the express provisions: pasts—t—d—3—4—and—7of chapter 1,_parts 1 through 4 and 7; 33-2-112;

33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, part parts 13 and 16; 33-2-1212;
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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1 Section 2. Section 33-4-102, MCA, is amended to read:
2 "33-4-102. Definitions. (1) A “eewrty~ "county mutual nsurer” is e/ a_farm mutual insurer

3 authorized to insure esdy property and liability risks located in the county wheretr—+steeated in whicr 15

4 principat office |s located and in the counties in this state with boundaries contiguous with sueh the

o) principai office county.

o] (2} A "farm mutual insurer” is an insurer_that meets the gualifications of 33-4-101(1).

7 (3) A “state™ "state mutual insurer” is @~ a farm mutual insurer authorized to insure property and
8 liability risks throughout the stats.

9 +3+{4) "Surplus” is the extent to which the value of an insurer’s assets exceeds its liabifities.”

11 Seotien-3—Sootion2334-3+2-MGCA—ic-amended-toread:
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28 Section 3. Section 33-4-502, MCA, is amended to read:

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

Legislarive
. Services -2-
oY givhian

SB 39



55th Legistature SBO039.02

—y

applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever
i$ the farger amount.

(2) For the purposes of this section, a "single risk” as to insurance against fire and hazards other
than windstorm, earthquake, or other catastrophic perils includes all properties insured by the same insurer
which that are reasonably susceptibie to loss or damage from the same fire or the same occurrence of such
other another hazard insured against.

(3) A farm mutual insurer:

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

{b} thatretains any portion of a liability risk shail abtain reinsurance on that liability insurance with
an insurer authorized to do business in this state, and the farm mutual insurer’s maximum aggregaté liability
for incurred losses on liability coverage retained for any catendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutuai insurer’s surplus as of December 31 of the preceding vear:
and

{c) may not retain liability risk ar risk resulting from insuring growing crops against 10ss or damage

from_hail or other hazards greater than the proportional share of each limit of liability in the following

schedule:

Surplus as of the Proportional Share of Each
Preceding December 31: Limit of Liability Retained:
$1,000,000 or greater 16%
$800,000 to $999,999 12%
$600,000 to $799,999 9%
$400,000 to $599,999 6%
$200,000 to $399,999 3%
Under $200,000 0"

-END-
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SENATE BILL NO. 39
INTRODUCED BY NELSON
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "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-ARRQINTMENT OF

INSURANGE; LIMITING THE RETENTION OF CROP-HAIL RISK BY A FARM MUTUAL INSURER; AND
AMENDING SECTIONS 33-4-101, 33-4-102, 33-4-342; AND 33-4-502, MCA."

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

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

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

(a) all domestic mutual hail, fire, and other casualty insurers of farm property and stock and rural
buiidings formed and immediately prior to January 1, 1961, lawfully transacting insurance under sections
40-1501 through 40-1517 of the Revised Codes of Montana; 1947,

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

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

{c} all insurers formed under this chapter.

{3} Theinsurance laws of this state do not apply to or govern, either directly or indirectiy, domestic
farm mutual insurers except as contained or referred to in this chapter.

{43{3) The following chapters and sections of this title apply to farm mutua! insurers to the extent
applicable and not inconsistent with the express provisions of this chapter and the reasonable implications
of the express provisions: pate—t—2-3—4—antd—7—of chapter 1,_parts 1 through 4 and 7; 33-2-112;
33-2-501; 33-2-502; 33-2-532 through 33-2-535; 33-2-708; chapter 2, part parts 13 and 16; 33-2-1212;

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:
"33-4-102. Definitions. {1} A “seunty” "county mutual insurer” is aa a farm_mutual insurer

authorized to insure ealy property and liability risks located in the county wherein-is-aeated in which its

principal office s located and in the counties in this state with boundaries contiguous with sweh the
principal office county.

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

{3} A “state" "state mutual insurer” is &k a farm mutual insurer authorized to insure property and
liability risks throughout the state.

£33(4) "Surpius” is the extent to which the value of an insurer’s assets exceeds its liabilities.”

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

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

[ Legistative
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applicable reinsurance, may not exceed 10% of the admitted assets of the insurer or $50,000, whichever
is the larger amount.

{2) For the purposes of this section, a "single risk” as to insurance against fire and hazards other
than windstorm, earthquake, or other catastrophic perils includes all praperties insured by the same insurer
which that are reasonably susceptible to loss or damage from the same fire or the same occurrence of sush
other another hazard insured against,

(3} A farm mutual insurer:

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

(b} thatretains any portion of a liability risk shail obtain reinsurance on that liability insurance with
aninsurer authorized to do business in this state, and the farm mutual insurer’s maximurmn aggregate liability
for incurred losses on liability coverage retained for any calendar year or contract year may not exceed the
smaller of $200,000 or 20% of the farm mutual insurer’s surplus as of December 31 of the preceding year;
and

{c} may not retain liability risk or risk resuiting from insuring growing crops against loss or damage

from_hail or other hazards greater than the proportional share of each limit of liability in the following

schedule:

Surplus as of the Proportional Share of Each
Preceding December 31: - Limit of Liability Retained:
$1,000,000 or greater 15%
$800,000 to $999,999 12%
$600,000 to $799,999 9%
$400,000 to $599,999 6%
$200,000 to $399,999 3%
Under $200,000 0"

-END-
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