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INSURANCE 

CHAPTER 318 

HOUSE BI LL NO. 1238 
(Committee on Industry, Business, and Labor) 

( A t the request of the Commissioner of Insurance) 

INSURANCE POLICY DECLINATION AND 
CANCELLATION 

AN ACT to create and enact subsections 4 and 5 to section 26 - 02 - 32, 
sections 26 - 02 - 38 . 1, 26 - 02 - 38 . 2, 26 - 02 - 38 . 3, 26 - 02 - 47, 
26 - 02 - 48, 26 - 02 - 49, 26 - 02 - 50, 26 - 02 - 5 1 , 26 - 02 - 52, 26 - 02 - 53, 
26 - 02 - 54, 26- 02 - 55, 26 - 02 - 56, 26 - 02 - 57' 26 - 02-58, 26 - 02 - 59, 
and 26 - 02 - 60 of the North Dakota Century Code, relating to the 
declination, termination, and cancellation of property and 
casualty insurance policies; to amend and reenact sections 
26 - 02 - 33, 26 - 02 - 34, 26 - 02 - 35, 26 - 02 - 36, and 26 - 02 - 38 of the 
North Dakota Century Code, relating to the declination, 
termination, and cancellation of automobile insurance 
policies; and to provide a penalty. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. Subsections 4 and 5 to section 26 - 02 - 32 of the 
North Dakota Century Code are hereby created and enacted to read as 
follows: 

4. ''Termination" means either a cancellation or nonrenewal of 
automobile insurance coverage in whole or in part. A 
cancellation occurs during the policy term. A nonrenewal 
occurs at the end of the policy term. An insurer's 
substitution of insurance upon renewal which results in 
substantially equ~valent coverage shall not be considered 
a termination. 

5. "Declination" means the refusal of an insurer to issue an 
automobile insurance policy upon receipt of a written 
nonbinding application or written request for coverage 
from its agent or an applicant. For the purposes of 
sections 26 - 02 - 32 through section 26- 02 - 38.3, the offering 
of insurance coverage with a company within an insurance 
group which is different from the company requested on the 
nonbinding application or written request for coverage, or 
the offering of policy coverage or rates substantially 
less favorable than requested in the nonbinding 
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app l ication or wr i tten request for coverage, shal l be 
consid ered a d e c linati on . 

SECTION 2. AMENDMENT. Section 26 - 02 - 33 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26 - 02 - 33. Can cellation of policy - Exclusive reasons therefor . 

1. No insurer shall cancel a policy except for the following 
reasons: 

a. Nonpayment of premium. 

b . Because the driver ' s license or motor vehicle 
registration of either the named insured or any other 
operator who resides in the same household as the 
named insured or who customarily operates a motor 
vehicle insured under the policy has been suspended, 
rescinded, canceled, or revoked during the policy 
period, or, if the policy is a renewal, during its 
policy period or for one hundred eighty days 
immediately preceding its effective date . This 
subdivision shall not apply and the insurer shall 
not cancel a policy where the operator whose driver ' s 
license is suspended or revoked · is excluded from 
coverage under the p olicy . The insurer shall notify 
the named insured of the possibility of excluding an 
operator whose license has been suspended or revoked 
prior to cancellation of the policy. When an operator 
whose driver's license is suspended or revoked is 
excluded from coverage under the policy covering a 
secured motor vehicle, the owner of such motor vehicle 
who gives his expressed or implied consent to such 
operator to use said motor vehicle is not relieved of 
his liability under subsection 5 of section 26 - 41-04. 

c . Fraud or material misrepresentation made by or with 
the knowledge of any insured in obtaining the policy, 
continuing the policy, or in presenting a claim upder 
the policy. 

d. The insured motor vehicle is: 

(l) So mechanically defective that its operation 
might endanger public safety; 

(2) Used in carryin5:1 passengers for hire or 
compensation, provided, however, that the use of 
an automobile for a car pool shall not be 
considered use of an automobile for hire or 
compensation; 

(3) Used in the transportation of flammables or 
explosives or for an i lle5:1al purpose; 
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(4) An authorized emergency vehi c le; or 

( 5 ) Altered by an insured during the policy period so 
as to substantially increase the risk. 

e. The named insured moves to a state where the insurer 
is not li censed t o do business. 

f . Failure to pay due s or fees where payment of such dues 
or fees is a prerequisite to obtaining or continuing 
automobile i nsurance coverage. 

g. A determination by the commissioner of insurance that 
the continuat i on of the policy would place the insurer 
in vio l ation of the law or would be hazardous to the 
interests of policyholders, creditors, or the public. 

2. During the policy period no modification of automobile 
physical damage coverage, except coverage for loss caused 
by collision, whereby provision is made for the 
application of a deductible amount not exceeding one 
hundred do ll ars shall be deemed a cancellation of the 
coverage or of the policy. 

3 . Renewal of a policy shall not constitute a waiver of 
estoppel with respect to grounds for cancellation which 
existed before the effective date of such renewal. 

4 . This section shall not apply to the failure to renew a 
policy . 

SECTION 3 . AMENDMENT . Section 26- 02 - 34 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26-02-34. Notice of cancellation - Statement of reasons therefor. No 
insurer shall exercise its right to cancel a policy unless a written 
notice of cancellation is mailed ey ee~~~f~ee Ma~± 7 ~e~~~R ~eee~~~ 
~e~~es~ee7 or delivered to the named insured, at the address shown 
in the policy, at least twenty days prior to the effective date of 
cancellation, ~~ev~eee ~fia~ ~f ~fie Ma~±~R~ ~eee~~~ fias Re~ eeeR 
~e~~~Ree ~e ~fie ~Rs~~e~ w~~fi~R ~weR~Y eays 7 aRe ~fie ~Rs~~e~7 ~fi~e~~fi 
~~s ±sea± a~eR~ e~ e~fie~w~se 7 fias Maee eve~y ~easeRae±e effe~~ 

e~~~R~ ~fie~ ~e~~ee ~e RS~~fy ~fie ~RS~~ee ef ~fie fe~~fieeffi~R~ 

eaRee±±a~~eR7 ~fieR ~fie ~Rs~~e~ May eaRee± ~fie ~e±~ey . When 
cancellation is for nonpayment of premium such notice shall be 
mailed ey ee~~~f~ee Ma~± or delivered to the named insured at the 
address shown in the policy at least ten days prior to the effective 
date of cancellation and shall include or be accompanied by a 
statement of the reason therefor . This section shall not apply to 
the failure to renew a policy. 

SECTION 4. AMENDMENT . Section 26 -02 - 35 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 
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26-02-35 . Statement of reasons to accompany notice of cancellation or to 
be mailed upon request of insured . The notice of cancellation shall 
state or be accompanied by either a statement of the reason or 
reasons therefor, or a statement that upon written request of the 
named insured, ffia~~ee e~ ee~~~e~ee ~e ~fie ~fte~~e~ a~ ~e ae~ ~eft eaye 
~~~e~ ~e ~fie effee~~~e ea~e ef eaftee~~a~~eft7 the insurer will 
specify in writing the reason or reasons for such cancellation. ff 
~fie ~eaeeft e~ ~eaeefte fe~ eaftee~~a~~eft ee Re~ aeeem~aRy e~ a~e fte~ 

~fte~~eee ~ft ~fie Re~~ee ef eaftee~~a~~eft; ~fie ~ Re~~e~ efia~~ ~~eft e~efi 

w~~~~eft ~e~~ee~ ef ~fie Ramee ~fte~~ee e~ee~fy ~ft w~~~~ft~ ~fie ~eaeeft 
e~ ~eaeefte fe~ eaRee~~a~~eR~ The written request must be mailed or 
delivered to the insurer at least ten days prior to the effective 
date of cancellation . The insurer shall mail or deliver such reason 
or reasons to the named insured within ten days after receipt of 
such written request . Failure to comply with the notice of 
cancellation provisions of section 26 - 02 - 34, or failure to furnish 
reasons for cancellation upon written request of the insured shall 
be sufficient cause for the commissioner of insurance to cancel, 
revoke, or refuse to renew that company ' s certificate of authority 
to do business in North Dakota. This section shall not apply to 
failure to renew a policy . 

SECTIO N 5 . AMENDMENT . Section 26 - 02 - 36 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows : 

26- 02 -36. Nonrenewal - Noti ce - Stateme nt of rea sons - No nre newal not to 
be b ased on ce rta in facts - Respo ns ibility of comm iss ione r . 

1. No insurer shall fail to renew a policy unless a written 
notice of nonrenewal is mailed or delivered to the named 
insured, at the address shown in the policy, at least 
~weR~Y thirty days prior to the expiration date of the 
policy or anniversary date of a policy written for a term 
longer than one year or with no fixed expiration date. 
The insurer shall include a statement of the reasons for 
nonrenewal with the notice, or shall furnish it upon the 
written request of the insured mailed or delivered to the 
insurer at least ten days prior to the expiration date of 
the policy. The insurer shall comply with such a request 
within ten days after receipt thereof. 

2. Subsection 1 shall not apply to any of the following: 

a . If the insurer has manifested in any way its 
willingness to renew. 

b. In case of nonpayment of premium for the expiring 
policy. 

c. If the insured fails to pay the premium as required by 
the insurer for renewal. 

3 ~ Ne ~Re~~e~ a~~fie~~eee ~e ee e~e~Reee ~R ~fi~e e~a~e efia~~ 

~ef~ee ~e ~eRew aft a~~emee~~e ~~ae~~~~y ~fte~~aftee ~e~~ey 
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se~e~y eeea~se ef tfie a~e 7 ~es~aeRee 7 ~aee 7 ee~e~ 7 e~eea7 
seH; Rat~eRa~ e~~~~R7 aReest~y7 e~ eee~~at~eR ef aRyeRe 
Wft6 ~B BR ~RB~~ea~ 

4~ AR ~RB~~e~ fe~Ra ~~~~ty ef w~~~f~~~y ¥~e~at~R~ tfie 
~~e¥~s~eRs ef s~eseet~eR 3 sfia~~ ee ~~~~ty ef a e~ass A 
ffi~saeffieaRe~~ Fa~~~~e eR tfie ~a~t ef aR ~RB~~e~ te eeffi~~y 

w~tfi tfie ~~e¥~s~eRs ef s~eseet~eRs ~ aRe 3 sfia~~ ee 
s~ff~e~eRt ea~se fe~ tfie ~RB~~aRee eeffiffi~BB~eRe~ te eaRee~ 7 
~e¥eke 7 e~ ~ef~se te ~eRew tfiat ~RB~~e~ ! s ee~t~f~eate ef 
a~tfie~~ty te ae B~B~ReBB ~R Ne~tfi Baketa~ 

SECTION 6. AMENDMENT. Section 26-02 - 38 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26- 02-38. Proof of not ice of eaRee~~at~eR e~ ReR~eRewa~ 
termination. P~eef ef ffia~~~R~ ef Ret~ee ef eaRee~~at~eR fe~ 

ReR~ayffieRt ef ~~effi~~ffi; e~ ef ReR~eRewa~ e~ ef ~easeRs fe~ 

eaRee~~at~eR7 A post- office department certificate of malllng to the 
named insured at the address shown in the policy, shall be 
sufficient proof of notlce. Proof of ffia~~~R~ ef Ret~ee ef 
eaRee~~at~eR fe~ ~easeRB etfie~ tfiaR ReR~ayffieRt ef ~~effi~~ffi sfia~~ ee 
e¥~aeReea ey tfie ~et~~R ~eee~~t ~~e¥~aea fe~ ~R seet~eR ~6-8~ - 34 7 e~ 

ey aff~aa¥~t ef ffia~~~R~~ mailing a notice of cancellation or a 
notice of an intention not to renew, or business records of the 
notice of the insured's willingness to renew, shall be retained for 
a period of one year by the insurer or agent or broker giving such 
notice. 

SEC T IO N 7 . Section 26 - 02 - 38.1 of the North Dakota Century 
Code is hereby created and enacted to read as follows: 

26-02 - 38.1. Notification and reasons for a declination. 

1. Upon declining an application or written request for an 
automobile insurance policy subject to this Act the 
insurer making such declination shall either provide the 
insurance applicant with the specific reasons in writing 
for the declination at the time of the declination or 
advise the applicant in wrltlng that specific written 
reasons for the declination will be provided within 
twenty-one days of the timely receipt by the insurer 
making the declination of the applicant's written request 
for such reasons. An applicant's written request shall be 
timely under this subsection if received within ninety 
days of the date of the notice to the applicant. 

2. No insurer not represented by an agent or broker, may 
refuse to provide an insurance application form or other 
means of making a written request for insurance to a 
prospective applicant who requests insurance coverage from 
the insurer. 
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3 . No agent o r broker, for any reason set out in section 
26- 02 - 38 . 2, may refuse to provide an insurance application 
form or othe r means of making a written request for 
i nsurance to a prospective app l ican t wh o requ es t s 
insurance coverage from the agent, broker, or insurer. 

SECTION 8 . Section 26 - 02 - 38.2 of the North Dakota Century 
Code is hereby created and enacted to read as fol l ows: 

26 - 02 - 38.2. Terminations - Declinations - Prohibited reasons. 
The declination of an application for, or the termination of, a 
policy of automobile insurance subject to sections 26 - 02 - 33 through 
26- 02 - 38.3 by an insurer, agent, or broker is prohibited if the 
declination or termination is: 

1. Based upon the race, religion, nationality, or ethnic 
group, of the applicant or named insured. 

2 . Based solely upon the lawful occupation or profession of 
the applicant or named insured, except that this provision 
shall not apply to any insurer, agent, or broker which 
limits its market to one lawful occupation or profession 
or to several related lawful occupations or professions. 

3 . Base~ upon the principal location of the insured motor 
vehicle unless such decision is for a business purpose 
which is not mere pretext for unfair discrimination. 

4. Based solely upon the age, sex, or marital status of an 
applicant or an insured, except that this subsection shall 
not prohibit rating differentials based on age, sex, or 
marital status . 

5. Based upon the fact that the applicant or named insured 
previously obtained insurance coverage through a residual 
market insurance mechanism. 

6 . Based upon the fact that another insurer previously 
declined to insure the appl1cant or term1nated an existing 
policy in which the applicant was the named insured. 

SECTION 9. Section 26 - 02 - 38.3 of the North Dakota Century 
Code is hereby created and enacted to read as follows: 

26 - 02-38.3. Sanctions. If the commissioner after hearing 
determines that an insurer has violated section 26 - 02 - 33 or 
26 - 02-38.2, the commissioner may require the insurer to: accept the 
application or written request for insurance coverage at a rate and 
on the same terms and conditions as are available to its other risks 
with similar characteristics, or reinstate insurance coverage to the 
end of the policy period; or continue insurance coverage at a rate 
and on the same terms and conditions as are available to its other 
risks with similar characteristics. If the commissioner has 
determined, after hearing, that any person has violated any 



790 CHAPTER 318 INSURANCE 

provision of sections 26 -02 - 33 through 26-02 - 38.3, the commissi oner 
may: issue a cease and desist orde r to restrain such person from 
engaging in practice s which violate these sections, or assess a 
penalty aga1nst such person of up to five hundred dollars for each 
violation of these sections, or assess a penalty against such person 
of up to five thousand dollars for each willful and knowing 
violation of these sections, or cance l, revoke, or refuse to renew a 
company 's certificate of authority to do business in this state. 

SECTION 10 . Section 26 - 02 -47 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26- 02 - 47. Property and casualty - Declination, cancellation, 
and nonrenewal - Scope. The provisions of sections 26- 02 -47 through 
26- 02 - 59 shall apply to policies of insurance or risks located or 
resident in this state which are issued and take effect or which are 
renewed after the effective date of sections 26 - 02 - 47 through 
26- 02 - 59 and insure against any of the following : 

1. Loss of or damage to real property which consists of not 
more than four residentia l units, one of which is the 
principal place of residence of the named insured; 

2. Loss of or damage to personal property owned by the named 
insured or used for personal, family, or household 
purposes within a residential dwelling; 

3. Legal liability of the named insured ar1sing out of bodily 
injury to or death of any persons or damage to property, 
except bodily injury, death, or property damage arising 
out of business pursuits or the rendering or failure to 
render professional services . 

The provisions of sections 26- 02-47 through 26 - 02 - 59 shall not 
apply to workmen's compensation policies, automobile policies, 
inland marine policies, policies of insurance issued through a 
residual market mechanism, or policies primarily insuring risks 
arising from the conduct of a commerical or industrial enterprise. 

For purposes of sections 26-02 - 47 through 26- 02 - 59, any policy 
period or term of less than six months shall be considered a policy 
period or term of six months and any policy period or term of more 
than one year or any policy with no fixed expiration date shall be 
considered a policy period or term of one year. 

SECTION 11. Section 26 - 02 - 48 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26- 02 - 48 . Definitions. 

1. "Declination" means the refusal of an insurer to issue a 
property insurance policy upon receipt of a written 
nonbinding application or written request for coverage 
from its agent or an applicant. For the purposes of 
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sections 26- 02 - 47 through 26- 02 - 59, the offering of 
insurance coverage with a company within an insurance 
group which is different from the company requested on the 
nonbinding application or written request for coverage or 
the offering of insurance upon different terms than 
requested in the nonbinding application or written request 
for coverage shall be considered a declination. 

2 . "Nonpayment of premium" means the failure of the named 
insured to discharge any obligation in connection with the 
payment of premiums on policies of property insurance 
subject to sections 26 - 02 - 47 through 26 - 02 - 59, whether 
such payments are directly payable to the insurer or its 
agent or indirectly payable under a premium finance plan 
or extension of credit . "Nonpayment of premium" includes 
the failure to pay dues or fees where payment of such dues 
or fees is a prerequisite to obtaining or continuing 
property insurance coverage. 

3 . "Renewal" or " to renew" means the issuance and delivery by 
an insurer at the end of a policy period of a policy 
superseding a policy previously issued and delivered by 
the same insurer, or the issuance and delivery of a 
certificate or notice extending the term of an existing 
policy beyond its policy period or term. 

4. "Termination" means either a cancellation or nonrenewal of 
property insurance coverage in whole or in part. A 
cancellation occurs during the policy term. A nonrenewal 
occurs at the end of the policy term as set forth in 
subsection 1 . For purposes of sections 26 - 02 - 47 through 
26 - 02 - 59, the transfer of a policyholder between companies 
within the same insurance group shall be considered a 
termination. Requiring a reasonable deductible, 
reasonable changes in the amount of insurance, or 
reasonable reductions in policy limits or coverage shall 
not be considered a termination if such requirements are 
directly related to the hazard involved and are made on 
the renewal date for the olic . 

SECTION 12. Section 26 - 02 - 49 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26-02 - 49. Notification and reasons for declination. 

l. Upon declining to insure any real or personal property 
subject to sections 26 - 02 - 47 through 26- 02 - 59, the insurer 
making such declination shall either provide the insurance 
applicant with a written explanation of the specific 
reasons for the declination at the time of the declination 
or advise the applicant that a written explanation of the 
specific reasons for the declination wil l be provided 
within twenty - one days of the time of the receipt of the 
applicant's written request for such an explanation . An 
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applicant's written request shall be timely under thi s 
section if received within ninety days of the date of that 
notice to the applicant. 

2 . No insurer not represented by an agent or broker, shall 
refuse to provide an insurance application form or other 
means of making a written request for insurance to a 
prospective applicant who requires insurance coverage from 
the insurer. 

3. No agent or broker, for any reason set out in section 
26 - 02 - 55, may refuse to provide an insurance application 
form or other means of making a written request for 
insurance to a prospective applicant who requests 
insurance coverage from the agent, broker, or insurer. 

SECTION 13. Section 26 - 02 - 50 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 50. Cancellation of policy . After coverage has been in 
effect for more than sixty days or after the effective date of a 
renewal po licy, a notice of cancellation shall not be issued unless 
it is based on at least one of the following reasons: 

1. Nonpayment of premium . 

2 . Discovery of fraud or material misrepresentation and the 
procurement of the insurance or with respect to any claims 
submitted thereunder. 

3. Discovery of willful or reckless acts or omissions on the 
part of the named insured which increase any hazard 
insured against. 

4. The occurrence of a change in the risk which substantially 
increases any hazard insured against after insurance 
coverage has been issued or renewed . 

5 . A violation of any local fire, health, safety, building, 
or construction regulation or ordinance with respect to 
any insured property or the occupancy thereof which 
substantially increases any hazard insured against. 

6 . A determination by the commissioner of insurance that the 
continuation of the policy would place the insurer in 
violation of the insurance laws of this state . 

7 . Conviction of the named insured of a crime having as one 
of its necessary elements an act increasing any hazard 
insured against. 

SECTION 14 . Section 26 - 02 - 5 1 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 
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26- 02 - 51. Notice of cancellation. No insurer shall exercise 
its right to cancel a policy unless a written notice of cancellation 
is mailed or delivered to the named insured, at the last known 
address of the named insured, at least thirty days prior to the 
effective date of cancellation or when the cancellation is for 
nonpayment of premium at least ten days prior to the effective date 
of cancellation. 

A post - offlce department certificate of mailing to the named 
insured at his last known address shal l be conclusive proof of 
mailing and receipt on a third calendar day after the mailing. 

SECTION 15 . Section 26 - 02 - 52 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 52. Five - day notice exception for property insurance 
cancellation. Policies subject to sections 26- 02 - 47 through 
26- 02 - 59 may be canceled upon five - days written notice to the named 
insureds if one or more of the following conditions exist: 

1. Buildings with at least sixty- five percent of the rental 
units in the building unoccupied. 

2. Buildings which have been damaged by a peril insured 
against and the insured has stated or such time has 
elapsed as clearly indicates that the damage will not be 
repaired. 

3 . Buildings to which , following a fire, permanent repairs 
have not commenced within sixty days following 
satisfactory adjustment of loss. 

4. Buildings which have been unoccupied sixty consecutive 
days, except buildings which have a seasonal occupancy, 
and buildings actually in the course of construction or 
repair and reconstruction which are properly secured 
against unauthorized entry. 

5 . Buildings which are in danger of collapse because of 
serious structural conditions or those buildings subject 
to extremely hazardous conditions not contemplated in 
filed rating plans such as those buildlngs which are in a 
state of disrepair as to be dilapidated. 

6 . Buildings on which, because of their physical condition, 
there is an outstanding order to vacate, an outstanding 
demolition order, or which have been declared unsafe in 
accordance with applicable law. 

7 . Buildings from which fixed and salvageable items have been 
or are being removed and the insured can give no 
reasonable explanation for such removal. 
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8. Buildings on which there is reasonable knowledge and 
belief that the property is endangered and is not 
reasonably protected from possible arson for the purpose 
of defrauding an insurer. 

9. Buildings with any of the following conditions: 

10. 

a. Failure to furnish heat, water, sewer service, or 
public lighting for thirty consecutive days or more; 

b. Failure to correct conditions dangerous to life, 
health, or safety; 

c . Failure to maintain the building in accordance with 
applicable law; 

d . Failure to pay property taxes for more than one year. 

Buildings which have characteristics of ownership 
condition, occupancy, or maintenance which are violative 
of law or public policy. 

SECT ION 16. Section 26 - 02 - 53 of the North Dakota Century Code 
is hereby created and enacted to read as follows : 

26 - 02 - 53. Statement of reasons to a company notice of 
cancellation or to be mailed upon request of insured . The notice of 
cancellation shall state or be accompanied by either a statement of 
the reason or reasons therefor, or a statement that upon written 
request of the named insured, the insurer will specify in writing 
the reason or reasons for such cancellation. The written request 
must be mailed or delivered to the insurer at least ten days pr1or 
to the effective date of cancellation or if cancellation occurs 
pursuant to section 26 - 02 - 52, within ten days from the effective 
date of cancellation. The insurer shall mail or deliver such reason 
or reasons to the named insured within ten days after receipt of 
such written request . This section shall not apply to failure to 
renew a policy. 

SECTION 17. Section 26 - 02 - 54 of the North Dakota Century Code 
is hereby created and enacted to read as follows : 

26 - 02 - 54. Nonrenewal - Notice - Statement of reasons. 

1. No insurer shall fail to renew a policy unless a written 
notice of nonrenewal is mailed or delivered to the named 
insured, at the last known address of the named insured, 
at least thirty days prior to the expiration date of the 
policy. A post - office department certificate of mailing 
to the named insured at his l ast known address shall be 
conclusive proof of mailing and receipt on the third 
ca lendar day after the mailing. 
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2. The insurer shall include a statement of the reasons for a 
nonrenewal with the notice, or shall furnish it upon the 
written request of the insured. The written request must 
be ma i led or delivered to the insurer at l east ten days 
prior to the expiration date of the policy. The insurer 
shall comply with such a request within ten days after 
receipt thereof . 

3 . No notice of intention not to renew shall be required 
where the named insured is given notice of the insurer ' s 
willingness to renew the policy by the mailing or 
dellvering of a renewal notice, bill, certificate, or 
policy. If notice as required by this subsection is not 
provided, coverage shall be deemed to be renewed for the 
ensuing policy period upon payment of the appropriate 
premium under the same terms and conditions , and subject 
to the provisions of section 26 - 02 - 50, until the named 
insured has accepted the replacement coverage with another 
insurer or until the named insured has agreed to the 
nonrenewal. 

4. Proof of mailing a notice of intention not to renew or 
business records of the notice of the insurer's 
willingness to renew shall be retained for a period of not 
less than one year by the insurer or agent or broker 
giving such notice . 

SECTION 18 . Section 26 - 02 - 55 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 55. Termination Declinations - Prohibited reasons. 
The declination or termination of a policy of property insurance 
subject to sections 26 - 02 - 47 through sections 26 - 02 - 59 by an 
insurer, a ent, or broker is rohibited if the declination or 
termination is: 

1. Based upon the race, religion, nationality, ethnic group, 
.::ac;;gc::e::...J...., _.::S:.::e'-'x_,__,_, _.::O:.::r:...._m=a:.::r:..:l:... t=a:..:l:...._s:c:::tc::a:.::t:::u=s _ _,oo:cf,___,t=-'h'-"'e a pp 1 i cant or named 
insured. 

2. Based solely upon the lawful occupation or profession of 
the appl1cant or named insured, except that this provision 
shall not apply to an insurer which limits its market to 
one lawful occupation or profession or to several related 
lawful occupations or professions. 

3. Based upon the age or location of the residence of the 
apJ::2licant or named insured unless such decision is for a 
business purpose which is not a mere pretext for unfair 
discrimination . 

4. Based upon the fact that another insurer previously 
declined to insure the applicant or term1nated an existing 
policy in which the applicant was the named insured . 
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5. Based upon the fact that the applicant or named insured 
previously obtained insurance coverage through a residual 
market insurance mechanism. 

SECT ION 19 . Section 26 - 02 - 56 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 56. Enforcement provisions. 

l . Whenever the commissioner, upon the filing of a complaint 
or through his own investigation has reason to believe 
that an insurer, agent, or broker has engaged in practices 
which violate the provisions of sections 26 - 02 - 47 through 
26 - 02 - 59 and that a proceeding in respect thereto would be 
in the public interest, the commissioner shall conduct a 
hearing in accordance with the provisions of 
chapter 28 - 32. 

2. If after hearing, the commissioner determines that an 
insurer has violated sections 26 - 02 - 50 and 26 - 02 - 54, the 
commissioner may require the insured to accept the 
application or written request for insurance coverage at a 
rate and on the same terms and conditions as are available 
to other risks similarily situated, or reinstate insurance 
coverage to the end of the policy period, or continue 
insurance coverage at a rate and on the same terms and 
conditions as are available to other risks similarily 
situated. 

3. If the commissioner after hearing determines that any 
person has violated any provisions of sections 26 - 02 - 47 
through 26 - 02 - 59, the commissioner may issue a cease and 
desist order to restrain such person from engaging in 
practices which violate these sections or assess a penalty 
against such person of up to five hundred dollars for each 
violation of the sections or for each willful and knowing 
violation of the provisions of these sections assess a 
penalty against such person of up to five thousand dollars 
or cancel, revoke, or refuse to renew a company ' s 
certificate of authority to do business in this state. 

4. If the commissioner determines in a final order that an 
insurer has violated section 26 - 02 - 50 or 26 - 02 - 54, the 
applicant or named insured aggrieved by the violation may 
bring an action in a court of competent jurisdiction in 
this state to recover from such insurer any loss not 
otherwise recovered through insurance which would have 
been paid under the insurance coverage that was declined 
or terminated in violation of these sections . 

5. Any amount recovered shall not be duplicative of any 
recovery obtained through the exercise of any other 
statutory, or common law cause of action arising out of 
the same occurrence . No action under this section shall 
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be brought two years after the date of a final order of 
the commissioner finding a violation of section 26 - 02 - 50 
or 26- 02 - 54. 

SECTION 20 . Section 26 -02 - 57 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 57. Immunity. There s hall be no liability on the part 
o f and no cause of action sha l l arise against: 

1 . The commi ssioner of insurance; 

2. Any i n surer or its authoriz e d representat ives, agents, or 
emp l oyees ; 

3 . Any li censed insurance agent or broker; or 

4. Any person furnishing information to an insurer as to 
reasons for a termination or declination, for any 
communicat i on giving notice of or specifying the reasons 
for a declination or termination or for any statement made 
in connection with an attempt to discover or verify the 
existence of conditions which would be a reason for a 
declination or termination under these sect i ons . 

The above shall not apply to statements made in bad faith with 
malice in fact. 

SECT IO N 21 . Section 26 - 02 - 58 of the North Dakota Century Code 
is hereby created and enacted to read as fol l ows : 

26 - 02 - 58. Standard fire policy - Cancellation requ~rement 
superseded. The cance ll ation provisions contained in the standard 
fire policy set out in sect i on 26 - 03 - 40 are superseded to the extent 
that the provisions of sections 26 - 02 -47 through 26 - 02 - 59 are 
inconsistent therewith . 

SECTION 22 . Section 26 - 02 - 59 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 59. Du l icate covera e. If an insured obtains a 
replacement policy which provides equal or more extensive coverage 
for any property covered in both policies, the first insurer's 
coverage of such property may be terminated either by cancellation 
or nonrenewal . Such termination shall be effective on the effective 
date of the policy providing duplicate coverage . 

SECT IO N 23 . Section 26 - 02 - 60 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 02 - 60. Renewal - Waiver - Estoppel. Renewal of a pol i cy 
shal l not constitute a waiver or estoppel with respect to grounds 
for cancellation which existed before the effective date of the 
pol1cy providing duplicate coverage . 

Approved March 10, 1983 
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CHAPTER 319 

HOUSE BILL NO. 1055 
(Legislative Council) 

(Inter im Insurance Code Revision Committee) 

INSURANCE CODE HOUSEKEEPING 

INSURANCE 

AN ACT to create and enact section 26- 18 - 13 of the North Dakota 
Century Code, relating to termination of fire and casualty 
insurance agency contracts; and to amend and reenact sections 
4 - 36 - 26, 6 - 03 - 48, 6 - 05 - 01, 6 - 05 - 04, 6 - 05 - 08, 6 - 09.2 - 10, 
6 - 09. 4 - 15, 7 - 04 - 09, 10- 30 - 14, subsection 1 4 of section 
15 - 10 - 17, section 15 - 55 - 08, subsection 1 of section 
23 - 17.2 - 03, sections 26 - 02 - 46, 26 - 03-39 . 3, 26 - 03 - 42, 
26 - 03 - 48.1, subsection 2 of section 26 - 03.5 - 02, sections 
26 - 09.2 - 06, 26 - 17.1 - 13, 26 - 17 .1- 16, 26 - 17.1 - 22, 26 - 39 - 02, 
26 - 39 - 05, 37 - 03-13, 40 - 24- 19, 40 - 33.2 - 10, 40 - 38.1-07, 
40 - 58 - 11, 40 - 61 - 13, 43 - 13 - 31, 54- 52 - 09, subsection 5 of 
section 54- 52.1 - 01, and sections 54- 52.1 - 10, 61 - 02 - 68.13, and 
61 - 02 - 72 of the North Dakota Century Code, relating to 
references to insurance, insurance companies, and insurance 
laws. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT . Section 4 - 36 - 26 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

4 -36-26 . Bonds - Legal investments fet: wfie rt\ - Conside red securities . 
The bonds issued by and under the authority of this chapter by the 
commission are ~eeiat:e~ te ~e legal investments in which all public 
officers or public bodies of this state, its political subdivisions, 
all municipalities and municipa l subdivisions, ai i ~RSMt:aRee 

eert\~aR~es aR~ assee~at~eRs aR~ etfie t: ~et:seR s eat:t:y~R~ e R ~RSMt:aRee 

~MS~Hess ; all banks, bankers, banking associations, trust companies, 
savings associations, including savings and loan associations, 
~M~i~~R~ aR~ ±eaR assee~at~eRs; investment companies, and other 
persons carrying on a banking business, all administrators, 
guardians, executors, trustees, and other fiduciaries, and all other 
persons who are now or may later be authorized to invest in bonds or 
in other obligations of this state, may invest funds, including 
capita l , in their control or belonging t o them. 6Me fi The bonds are 
a± s e fiet:e~y 1!\a~e authorized securiti e s which may be deposited with 
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and received by al l public officers and bodies of this state or any 
agency or political subdivision of thi s state and all municipalit i es 
and public corporations for any purpose for whi c h the deposit of 
bonds or other ob l igat i ons of this state is now or may be later 
authorized by l aw. 

SECTION 2. AMENDMENT . Section 6 - 03 - 48 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

6- 03-48 . Investment in notes or bonds secured by insured mor tgage 
Debe ntures of federal housing admin istrator authorized. ! ~ s fi a l:l: ee l:awf1:1 l: 
fe~ eaftks Banks, savings banks , trust companies, el:!~l:a~ftey savings 
and loan associat i ons, ~ftBl:!~aftee e e ffi~fl. ft ~ e s; executors, 
administrators , guardians, trustees, and othe r fiduciaries, the 
state of North Dakota and its political subdivisions , institutions, 
and agencies thereof, and all other persons, associations, and 
corporations subject to the laws of this state ~e ~ invest the 
funds and moneys in their custody or possession eligible for 
investment in notes or bonds secured by mortgage or deed of trust 
insured by the federal housing administrator, in debentures issued 
by the federal housing administrator, and in securities issued by 
national mortgage associations. 

SECTION 3 . AMENDMENT . Section 6 - 05 - 0 1 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

6-05 -01 . Who may form - Corporation has perpetual e x istence. Any 
number of persons, not less than nine, at least three of whom must 
be residents of this state, may associate themselves and form a 
corporation for the purpose of transacting business as an annuity, 
safe deposit, Sl:!~e~y, and trust company. Its existence shall be 
perpetual. 

At the time and place stated, and through any sources of 
information at its command, the board diligently shall inquire 
whether the place where such company is proposed to be located is in 
need of a further annuity, safe deposit, s1:1~e~y and trust company, 
whether the proposed institution is adapted to the filling of such 
need, and whether the proposed incorporators are possessed of such 
character, integrity, reputation, and financial standing as shown by 
a detailed financial statement to be furnished by them, that their 
connection with the company will be beneficial to the public welfare 
of the community in which such company is proposed to be 
established. The board shal l hear any reasons advanced by the 
applicants why they should be permitted to organize the proposed 
institution, and any reasons advanced by any person why such 
institution should not be permitted to be organized. At the 
termination of such hearing, the board sha l l make a brief statement 
in writing of its conclusions, and if it finds that the proposed 
institution should not be permitted to organize, it shall state 
briefly the reasons why. A copy of such conclusions either shall be 
endorsed upon or attached to the organization certificate, together 
with the refusal or grant of permi ssion to the proposed 
incorporators to present the said organization certificate to the 
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secretary of state. A determinat ion in favor of such organization 
must be joined in by all the members of the board. 

Any banking association organized under chapter 6-02 sfia±± ae 
eR~~~±ea ~e ~~aRsae~ a~s~Ress as a ~~~s~ eem~aRy ~~eR mak~R~ 

a~~±tea~teR may apply to the state banking board for a hearing as 
provided for in t his section and an order authorizing the applicant 
to transact business as a trust company. If the determination of 
the board is in favor of the applicant the board shal l make its 
order authorizing the applicant to engage in the business of a trust 
company upon its showing full compliance with ~fie ~~ev~s~eRs ef 
sections 6 - 05 -03, 6-05-04L and 6 - 05 - 05 except the capita l stock of 
the banking association shall not be required to be divided in 
shares of one hundred do l lars each as provided by section 6-05 - 03. 
~fie ~~ev~s~eRs ef see~~eRs Sections 6-05-06 and 6 - 05-07 sfia± ± are 
not ae app licable t o banking associations granted authority~ 
engage in the business of a trust company by the state banking 
board. Thereafter such banking association shall be subject to the 
jurisdiction of the state banking board as to its trust company 
operations the same as trust companies organized under chapter 6 - 05. 

Any corporation organized and authorized to transact the 
business of fidelity insurance and corporate suretyship prior to 
July 1, 1983, pursuant to the former sections 6 - 05-08 and 6 - 05 - 19 
through 6 - 05 - 24 and sections 6 - 05 - 30 through 6 - 05 - 33 may continue to 
operate under the provisions of those sections as they existed on 
June 30, 1983. 

SECTION 4 . AMENDMENT. Section 6 - 05 - 04 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

6-05-04. Surety deposit investments required Securities in which 
investment may be made. Every corporation organized under ~fie 

~~ev~s~eR ef this chapter aRa Re~ ~Rae~ ~fie j~~~sa~e~~eR ef ~fie 
~Rs~~aRee eemffi~ss~eRe~ and every foreign corporation before engaging 
in similar comparable activities exee~~~R~ ~fiese fe~e~~R 

ee~~e~a~~eRs ~~a±~f~ea ~e ae~ as s~~e~y e~ ~~a~aR~e~ ~Rae~ ~fie 
~~ev~s~eRs ef see~~eR 6-95-39 within this state shall either deposit 
with the state treasurer, with any federal reserve bank, or with the 
Bank of North Dakota, securities ef tfie affie~Rt ef at ±eas~ f~fty 
~fie~saRa ae±±a~s 7 aRa s~efi as provided by this section . The deposit 
sfia±± at Re t~ffie ae ~e~ffi~ttea te may not be less than sa~a affie~Rt 
fifty thousand dollars or less than one - sixth of the par v alue of 
the capital stock of the corporation, whichever is the greater; a~t. 
Howev er, no s~efi corporation sfia±± ee is required to deposit more 
than five hundred thousand dollars-:- 1-lhere s~efi ae~es~ts a~e the 
deposit is made with a federal reserve bank, the deposit certificate 
shall authorize the state treasurer to cause such deposit, in part 
or in whole, to be transferred to the state treasurer upon fi~s the 
state treasurer's demand. An original of such certificate-of 
deposit shall be furnished to the state treasurer. The securities 
so deposited shall be: 
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1. Bonds o f the United States or of ~fie this state e f Ne ~~fi 

B ake ~ a; 

2. Bonds of other states which shall have the approva l of the 
state aud i tor and the e~a~e eHaffi~Re~ comm i ssioner o f 
banking and financial institutions; 

3 . Bonds or obligations 
city, or county within 
indebtedness does not 

of any townshi p , school district, 
this state, whose tota l bonded 

exceed five percent of the then 
assessed valuation thereof; 

4. Bonds or promissory notes secured by first mortgages or 
deeds of trust upon unencumbered rea l estate situated 
within the state of North Dakota worth two and one - half 
times the amount of the obliga~ion so secured; 

5. Ob l igations issued, assumed, or guaranteed by the 
International Bank for Reconstruction and Development; or 

6. United States treasury bills or notes e ~ of an agency 
thereof. 

SECTION 5. AMENDMENT . Section 6 - 05 - 08 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

6 -05 - 08 . Corporate powers. Sttefi A corporat i on, when qualified 
as provided by section 6 - 05 - 04, sfiall fiave ~fie ~ewe~ a Re att~fie~ ~~Y 
~: 

1. ~e ae~t~~~e Acqu1re, lease, purchase, own, hold, use, 
improve, mortgage, sell, and convey such real estate and 
personal property as may be necessary for the conveni ent 
transaction of its business. It may acquire real estate 
by foreclosure or upon compromise or settlement of prior 
mortgages held by it either as absolute owner or as 
trustee, and may dispose of the same. No part of the 
capital, deposits, trust funds, or property owned or held 
by sttefi ee~~e~a~~eR it , in trust or otherwise, sfiall ~ 
be invested in real estate except as herein authorized, 
un l ess the investment is made under and by virtue of a 
particular contract, or instrument, or order, judgment, or 
decree of court, which sfial l eeRfe~ confers a specia l 
power or authority so to do, and then only with, or to the 
extent of, the moneys or funds thereby provided and 
belonging to such particular trust . Such corporat i on is 
authorized t o loan money and to purchase notes, bonds , 
mortgages, and other evidences of indebtedness, and other 
secur i ties, subject to the l imitations i mposed upon 
banking associations as to investments , and to convert the 
same into cash and other securities ;~ 
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2. ~e aet Act as trustee under will, agreement, court order, 
or otherwise, and te act as fiscal agent and transfer 
agent;~ 

3. ~e take Take, accept, and hold on deposit for savings 
account or--for safekeeping, or in escrow, or for 
investment, any and all moneys, bonds, stocks, and other 
securities, or personal property whatsoever. When any 
savings deposit sBa!! Ba¥e has been received from a minor, 
the repayment of the saffie deposit to s~eB the minor or his 
order sfia±± ee is a complete discharge of such corporation 
from any further-liability therefor. Whenever any officer 
or person, public or private, or any fiduciary, sfia±± ee 
is authorized to pay into or deposit in any court any 
moneys, securities, or personal property whatsoever, the 
same instead of being deposited with or paid into court 
may be paid into or deposited with any corporation 
organized and acting under this chapter which may be 
designated for that purpose by the court having 
jurisdiction of the subject matter, or by the person 
owning or controlling such property. Whenever any 
fiduciary sfia±± aepes~t deposits any moneys, securities, 
or any personal property whatsoever, belonging to his 
trust, with any corporation qualified and acting under 
this chapter and sfia!± take takes a receipt of such 
corporation therefor, he and his sureties thereafter sfia±± 
ee are relieved from all liability therefor until the same 
agarn-shall be deli v ered to him by such corporation;~ 

4. ~e aet Act as assignee, receiv er, administrator, executor, 
guardia~or conservator;~ 

5. ~e p~e¥~ae Provide by its bylaws and regulations for 
payment of interest or dividends, for the investment 
moneys, and conditions for repaying or withdrawing 
same. It sfia!! fia¥e a~tfie~~ty te ~ borrow money 
the security of its own property or credit;~ 

the 
of 

the 
upon 

6. ~e aet Act as agent and attorney in fact in all respects 
as a natural person could do;~ 

7. ~e ffiake Make, compile, and certify abstracts of title of 
real estate upon the conditions prescribed by the laws of 
this state relating to abstracters, to ensu re the v alidity 
and genuineness of titles to real property;~ 

s~ ~e eRs~~e aRa ~~a~aRty tfie f~ae±~ty aRa fa~tfif~± 
pe~fe~ffiaRee ef tfie a~t~es aRa ee±~~at~eRs ef aRy p~e±~e 

eff~ee~; pe~seR; eeffipaRy; e~ ee~pe~at~eR; e~ ef 
aepes~ta~~es ef p~e±~e e~ etfie~ f~Ras; aRa wfieR tfie 
eeRa~t~eRs ef s~efi eeRa e~ ~Rae~tak~R~ a~e ~~a~aRteea ey a 
ee~pe~at~eR e~~aR~~ea ~Rae~ tfie p~e¥~s~eRs ef tfi~s 

efiapte~; te wfi~efi tfie ee~t~f~eate p~e¥~aea fe~ ~R seet~eR 
6-95-95 sfia±± fia¥e eeeR ~ss~ea aRa sfia±! ee ~R~e¥ekea; tfie 
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ee~~e~a~~eR sfia~~ ee aeee~~ea as sM~e~y w~~fieM~ fM~~fie~ 
~Ma~~f~ea~~eR~ ~e~fi~R~ eeR~a~Rea ~R ~fi~s see~~eR sfia ~~ 

a~~~Y ~e eeRas ~~¥eR ~R e~~ffi~Ra~ ae~~eRs~ 

SECTION 6. AMENDMENT. Section 6 - 09.2 - 10 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows : 

6-09.2-10. Bonds eligible for investment . Evidence of indebtedness 
bonds guaranteed by the commission under this chapter are fie~eey 

ffiaae legal investments for all ~RSM~aRee eeffi~aR~es 7 trust companies, 
banks, investment companies, savings banks, BM~~a~R~ aRa ~eaR 

assee~a~ieRs 7 credit unions, savings and loan associations, 
executors, administrators, guardians, conservators, trustees and 
other fiduciaries, pension, profit - sharing, and retirement funds to 
the extent limited by law . 

SECTION 7. AMENDMENT. Section 6-09.4- 15 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

6- 09 .4-1 5 . Bonds as legal investments and security . Notwithstanding 
any restrictions contained in any other law, the state and all 
public officers , boards, and agencies, and political subdivisions 
and agencies thereof, ail national banking associations, state 
banks, trust companies, savings banks and institutions, BM~~a~R~ aRa 
~eaR assee~a~~eRs 7 savings and loan associations, investment 
companies, and other persons carrying on a banking business, a~~ 

~RSM~aRee eeffi~aR~es 7 ~RSM~aRee assee~a~~eRs aRa e~fie~ ~e~seRs 
ea~~Y~R~ eR aR ~RSM~aRee BMS~Ress7 and all executors, 
administrators, guardians, trustees, and other fiduciaries, may 
legally invest any sinking funds, moneys, or other funds belonging 
to them or within their control in any bonds issued by the bond bank 
pursuant to this chapter, and sMefi the bonds sfia~~ ee are authorized 
security for any and all public deposits. 

SECTION 8. AMENDMENT . Section 7 - 04 - 09 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

7-04-09 . Shares Fiduciaries, trustees , ~RsM~aRee eeffi~aR'!:es 7 
corporations, and banks Investments. Administrators, executors, 
guardians, trustees, and other fiduciaries of every kind and nature, 
~RSM~aRee eeffi~aR~es 7 banks; and other financial institutions , 
charitable, educational, eleemosynary, and public corporations and 
organizations, municipalities, and public officials a~e aM~fie~~~ea 
~e ~ invest funds held by them, without any order of any court, in 
shares, certificates of deposit, and investment certificates of 
savings aRa eMi~a~R~ and loan associations which are under state 
supervision, and shares of federal savings and loan associations 
organized under the laws of the United States and under federal 
supervision, and such investments sfia~~ ee aeeffiea aRa fie~a ~e ee are 
legal investments for such funds. Whenever, under the laws of this 
state or otherwise, a deposit of securities is required for any 
purpose, the securities made legal investments by this section sfi a~i 

ee are acceptable for sMefi ae~es~~s the deposit, and whenever, under 
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the laws of this state or otherwise, a bond is required with 
security, s~efi the bond may be furnished, and securities made legal 
investments by~his section, in the amount of s~efi the bond, when 
deposited therewith, sfie±± ~e are acceptable as security without 
other security. ~fie ~~ev~s~eRs ef ~fi~s This section e~e is 
supplemental to any eRa e±± other laws relating to and declaring 
what sfie±± ~e are legal investments for the persons, corporations, 
organizations, and officials referred to in this section and to the 
laws relating to the deposit of securities and the making and filing 
of bonds for any purpose. 

SECTION 9 . AMENDMENT. Section 10-30-14 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows : 

10- 30- 14 . Notes or obligations - Legal investments. Notwithstanding 
any other statute, the notes or other interest-bearing obligations 
of a state development ee~~e~et~eRs corporation, issued in 
accordance with this chapter and the articles of incorporation and 
the bylaws of the corporation, sfie±± ~e are legal investments for 
any banks, savings and loan associations, trust companies, steek e~ 
m~t~e± ~Rs~~eRee eem~eR~es 7 or other financial institutions which 
become members of the corporation. The Bank of North Dakota and the 
North Dakota mill and elevator are each authorized to purchase 
capital stock and become members of the corporation. 

SECTION 10. AMENDMENT. Subsection 14 of section 15 - 10 - 17 of 
the North Dakota Century Code is hereby amended and reenacted to 
read as follows: 

14 . To insure itself and its employees and the officers, 
employees, and students, and any building or other 
property, real or personal, of any institution under its 
control against any loss or liability it deems advisable. 
If the board or any institution under its control 
purchases insurance pursuant to this subsection, the 
purchaser shall waive immunity to suit for liability only 
to the types of insurance coverage purchased and only to 
the extent of the policy limits of such coverage. For the 
public buildings, fixtures, and permanent contents therein 
described in chapter 26-24 26.1 - 22, insurance secured 
under this subsection shall be supplemental to and not in 
lieu of tfie ~~ev~s~eRs ef chapter 26-24 26 . 1 - 22. If a 
premium sav ings will result, policies purchased hereunder 
may be taken out for more than one year, but in no e vent 
beyond a period of five years . Policies may be secured in 
individual or master policy form. 

SECTION 11 . AMENDMENT . Section 15-55-08 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows : 

15-55-08. Who may invest in bonds. Any bank; or trust; e~ 
~Rs~~eRee company organized under the laws of this state-may invest 
its capital and surplus in bonds issued under tfie ~~ev~s~eRs ef this 
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chapter. Any state board, bureau, institution, or industry having 
the power to invest public funds or the funds of such board, bureau, 
institution, or industry may invest said funds in bonds issued 
pursuant to this chapter in the same manner and under the same 
restrictions as are provided by law for other investments . The 
officers having charge of any sinking fund of any county, city, 
town, township, or school district thereof may invest the sinking 
fund of such county, city, town, township, or school district in 
bonds issued under the provisions thereof. 6Mefi The bonds sfia~~ 

a~s6 ee a~~~6¥ee as are authorized collateral-security for the 
deposit of any public funds and for the investment of trust funds. 

SECTION 12 . AMENDMENT . Subsection 1 of section 23-17.2-03 
of the 1981 Supplement to the North Dakota Century Code is hereby 
amended and reenacted to read as follows: 

1. The department, pursuant to this chapter and state rules 
of the health e6MRei~ ~ s ~eeyM~ati6RS; sfia~~ council, must 
review proposals subject to this chapter and sfia~~ 

eete~ffiiRe ee~tifieate 6f Reee a~~~6¥a~ must approve, 
disapprove, or revoke a the certificate of need, as 
appropriate. The certificate of need program applies to: 

a. The obligation by or on behalf of a health care 
facility of any capital expenditure (other than to 
acquire an existing facility). The costs of designs, 
plans, working drawings, specifications, and other 
activities essential to the acquisition, improvement, 
expansion, or replacement of any plant or equipment. 

b. The obligation of any capital expenditure by or on 
behalf of a health care facility which: 

(1) Increases or decreases the total number of beds 
by ten beds or ten percent, whichever is less in 
any two-year period; 

(2) Redistributes beds among various categories by 
ten beds or ten percent, whichever is less in any 
two - year period; or 

(3) Relocates beds from one physical facility or site 
to another by ten beds or ten percent whichever 
is less in any two - year period. 

c. The addition of a health care service by or on behalf 
of a health care facility which was not offered within 
the previous twelve - month period before the month in 
which the service would be offered which is associated 
with either a capital expenditure or entails an annual 
operating cost of at least seventy- five thousand 
dollars; or the termination of a health service which 
is associated with any capital expenditure. 
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d. The acquisition by any person of major medical 
equipment that will be owned by or located in a health 
care facility. 

e. The acquisition by any person of 
equipment not owned by or located in 
facility if: 

major medical 
a health care 

(1 ) A notice of intent is not filed at least thirty 
days before a contract is entered into; or 

(2) The department finds, within thirty days after 
receipt of a notice that the equipment will be 
used to provide services to inpatients on other 
than a temporary basis as in the case of a 
natural disaster, a major accident, or equipment 
failure . 

f. The obligation of a capital expenditure by any person 
to acquire an existing health care facility if a 
notice of intent is not received f at least thirty days 
prior to entering into a contract t or the department 
finds that the services or bed capacity of the 
facility will be changed . 

g . An acquisition by donation, lease, transfer, or 
comparable arrangement must be reviewed if such 
acquisition would have been subject to rev iew if 
purchased. An acquisition for less than fair market 
value must be reviewed if the acquisition at fair 
market value would exceed the expenditure minimum. 

However, health care facilities and health care services, 
for the purposes of this chapter, do not include health 
maintenance organizations, as defined in s~esee~~eft ~ ef 
section 26 - 38-9i 26 . 1- 18 - 01, when the health maintenance 
organization, or other entity, is engaged in activities to 
determine the feasibility of developing and operating or 
expanding the operation of health maintenance 
organizations, or planning projects for the establishment 
of health maintenance organizations or for the significant 
expansion of the membership of, or areas serv ed by, health 
maintenance organizations, or initial development of 
health maintenance organizations. "Planning projects" and 
"initial development " mean those activities as defined in 
the Health Maintenance Organization Act of 1973, as 
amended [Pub. L. 94 - 460; 90 Stat. 1948, 1950, 1955; and 
Pub . L. 95 - 559; 92 Stat. 2131, 2134; 42 U.S . C. 300 e - 3]. 

SECTION 13. AMENDMENT . Section 26 - 02 - 46 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 
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26-02-46. "Legal expense insurance" defined. Legal expense 
insurance, as authorized in this title, means insurance which 
involves the assumption of a contractual obligation to reimburse the 
beneficiary against or on behalf of the beneficiary, all or a 
portion of hie the beneficiary's fees, cost, or expenses related to 
or arising out of services by or under the supervision of an 
attorney licensed to practice law in this state, regardless of 
whether the payment is made by the beneficiaries individually or by 
a third party for them, but does not include the provision of or 
reimbursement for legal services incidental to other insurance 
coverages. Unless otherwise provided, this title eha~~ does not 
apply to: 

1. Plans licensed under chapter 26-2~~3 26.1 - 19. 

2. Retainer contracts made by attorneys with individual 
clients with fees based upon an estimate of the nature and 
amount of services to be provided to a specific client and 
similar contracts made with a group of clients involved in 
the same or closely related legal matters. 

3. Employee welfare benefit plans as defined by the Employee 
Retirement Income Security Act of 1974 [Pub. L. 93 - 406; 88 
Stat. 829]. 

SECTION 14. AMENDMENT . Section 26 - 03 - 39.3 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

26-03-39.3. Ind iv idual or group insurer or nonprofit ffiet:Hea~ e~ 
fl.eB!"'<~a~ health service corporation responsibility - Release of information to 
eeeia~ ee~~iee eea~a ef Ne~~h Bake~a department of human services. 

1. Any individual or group accident and sickness insurer or 
nonprofit 111eaiea~ e~ hee!"i~a~ health service corporation, 
upon request of the eeeia~ ee~~iee eea~a ef Ne~~h Bake~a, 
eha~~ department of human services, must provide any 
information contained in its records pertaining to an 
individual who is an applicant for or recipient of medical 
assistance under chapter 50- 24.1, and who is covered under 
an accident and sickness insurance policy or fiefi!"~efi~ a 
medical service or hospital service ee~!"e~a~iefi contract 
issued by the insurer or nonprofit health service 
corporation or the medical benefits paid by or claims paid 
to the insured or subscriber under a policy or contract. 
The insurer or nonprofit ffieaiea~ e~ hee!"ita~ health 
service corporation eha~~ must make the requested records 
or information available upon receipt of a certification 
by the eeeia~ ee~~iee eea~a ef Ne~th Baketa department of 
human services that the individual is an applicant for or 
recipient of medical assistance under chapter 50-24.1, or 
is a person who is legally responsible for such an 
applicant or recipient. 
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2. The information required to be made available pursuant to 
this section sfia!! be is limited to information necessary 
to determine whether benefits under the policy or contract 
have been or should have been claimed and paid pursuant to 
an accident and sickness insurance policy or HSH~~sf~t 
medical or hospital service es~~s~at~sH contract with 
respect to items of medical care and services received by 
a particular individual for which medical assistance 
coverage would otherwise be available. 

3. The sse~a! se~¥~ee bsa~a sf Ns~tfi Baksta sfia!! department 
of human services must, in consultation with the 
commissioner sf ~Hs~~aHee, establish guidelines: 

a. For the method of requesting and furnishing 
appropriate information, the time in which s~efi the 
information is to be provided , and method -of 
reimbursing insurance companies and nonprofit ffiea~ea! 

s~ fiss~~ta! health service corporations for necessary 
costs incur~in furnishing the requested 
information. 

b. To assure that information relating to an individual 
certified to be an applicant for or recipient of 
medical assistance under chapter 50 - 24.1, furnished to 
an insurer or subscriber pursuant to this section, is 
used only for the purpose of identifying the records 
or information requested in such manner so as not to 
violate section 50-06 - 15. 

SECTION 15 . AMEN DMEN T . Section 26-03 - 42 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26 - 03-42 . Policy fo r ms to be f iled with comm issione r sf ~Hs~~aHee. Ns 
A policy of insurance sfia!! may not be issued or delivered in this 
state until the form of that policy has been filed with the 
commissioner sf ~Hs~~aHee. If the policy of insurance is a casualty 
or fire and property insurance policy, the form shall be filed with 
the commissioner sf ~HSl:l~aHee to the extent rates are filed and 
approved pursuant to efia~te~s ~6 - ~8 aHa ~6-~9 chapter 26.1 - 25. If 
the policy of insurance is a policy against loss or damage by the 
sickness, bodily injury, or death by accident of the insured, a 
table of rates and classification of risks shall also be filed with 
the commissioner sf ~Hs~~aHee. The commissioner sf ~Hs~~aHee shall 
review s~efi the policy forms and shall approve or disapprove the 
policy forms-a5 soon as reasonably practicable or within a period of 
forty - five days. 

SECTION 16 . AMENDMENT. Section 26-03-48 . 1 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

be nefits - Limitations . Ne A group 
individual policy of accident and sickness insurance offered 

26 - 03 -48 . 1. Coord ination of or 
for 
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sale in this state sfia~~ may not be issued or renewed by any insurer 
or fies~~~a~ any health service corporation e~ ffiea~ea~ se~¥~ee 
ee~~e~a~~eH writing hospital service or medical service contracts 
transacting business in this state which by the terms of the policy 
excludes or reduces the benefits payable or services to be rendered 
to or on behalf of any insured because benefits have been paid or 
are also payable under any individually underwritten and 
individually issued contract or plan of insurance which provides 
exclusively for accident and sickness benefits, irrespective of the 
mode or channel of premium payment, with or without payroll 
deduction, to the insurer and regardless of any reduction in the 
premium by virtue of the insured's membership in any organization or 
of fi~s the insured's status as an employee. 

Ne~fi~H~ ~H ~fi~s This section sfia~~ does not affect the 
practice of coordination of benefits between group policies as 
provided in sections 26 - 03 - 48 7 26 -26-~5 7 and 26-2~-~5 26 .1- 17 -1 7. 

SECTION 17. AMENDMENT. Subsection 2 of section 26 - 03.5 - 02 
of the 1981 Supplement to the North Dakota Century Code is hereby 
amended and reenacted to read as follows: 

2 . "Company" or "insurer" means any life or health insurance 
company, fraternal benefit society, nonprofit health 
service corporation, H6H~~ef~~ fies~~~a~ se~¥~ee 

ee~~e~a~~eH7 HeH~~ef~~ ffiea~ea~ se~¥~ee ee~~e~a~~eH7 
prepaid health plan, dental care plan, vision care plan, 
pharmaceutical plan, health maintenance organization, and 
all similar type organization. 

SECTION 18. AMENDMENT . Section 26-09 . 2 - 06 
Dakota Century Code is hereby amended and reenacted 
follows: 

of the North 
to read as 

26-09.2-06. Service of process . Any company desiring to transact 
any business under the terms of this chapter, by any surplus lines 
insurance broker or brokers in this state, shall appoint in writing 
the commissioner ef ~Hs~~aHee ~e ee as its true and lawful attorney, 
upon whom legal process in any action or proceeding against it shall 
be served, and in s~efi the writing, shall agree that any legal 
process against it, whi~is served upon s~efi the attorney, sfia~~ ee 
is of the same legal force and validity as if served upon s~efi the 
company, and that sa~a the authority sfia~~ eeH~~H~e continues:rn 
force so long as any liability remains outstanding in this state. 
Copies of s~efi the appointment certified by the commissioner ef 
~Hs~~aHee sfia~~ ee~effiea are sufficient evidence thereof and shall 
be admitted in evidence--with the same force and effect as the 
original ~fie~eef ffi~~fi~ ee aaffi~~~ea . s~efi se~¥~ee ffi~s~ ee ffiaae ~H 

a~~~~ea~e ~~eH ~fie eeffiffi~ss~eHe~ ef ~Hs~~aHee e~ 7 ~H fi~s aeseHee; 
~~eH ~fie ~e~seH ~H efia~~e ef fi~s eff~ee 7 aHa sfia~ ~ ee aeeffiea 
s~ff~e~eH~ se~¥~ee ~~eH s~efi eeffi~aHy~ WfieH ~e~a~ ~~eeess a~a~Hs~ 
s~efi eeffi~aHy ~s se~¥ea ~~eH ~fie eeffiffi~ss~eHe~ ef ~Hs~~aHee fie sfia~~ 
fe~~fiw~~fi fe~wa~a ey ~e~~s~e~ea e~ ee~~~f~ea ffia~~ eHe ef ~fie 

a~~~~ea~e ee~~es 7 ~~e~a~a7 aHa a~~ee~ea ~e ~~s see~e~a~y e~ 
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ee~~ee~eHaiH~ effiee~~ Fe~ eaefi ee~y ef ~~eeeee ~fie eeffiffiieeieHe~ ef 
iHe~~aHee efia±± ee±±ee~ ~we ae±±a~e wfiiefi efia±± 5e ~aia 5y ~fie 

~±aiR~iff a~ ~fie ~iffie ef e~efi ee~¥iee; ~fie eaffie ~e 5e ~eee¥e~ea 5y 
fiiffi ae ~a~~ ef ~fie ~aHa5±e eee~e if fie ~~e¥ai±e iR ~fie e~i~~ Lega l 
process efia±± ~ not be served upon s~efi the company except iR ~fie 

ffiSRRe~ as provided fie~eiR by this section . -yn any suit on a policy 
on behalf of the owner or holder thereof, the service of process 
shall be made as iR provided by this section ~~e¥iaea, but the 
action must be prosecuted in the county of the policyholder's 
residence. 

*SECTION 19. AMENDMENT . Section 26 - 17.1 - 13 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-13. Term of license. All licenses issued pursuant to 
this chapter shall continue in force not longer than twelve months, 
but shall expire as of 12:01 a.m. on the first day of May next 
following date of issuance unless the licensee prior thereto has 
filed with the commissioner, on forms prescribed and furnished by 
fiiffi the commissioner, a request for renewal of s~efi the license for 
an ensuing twelve- month period. S~efi The request must be 
accompanied by payment of the renewal fee as -provided in section 
~6 - 8± - 84 26.1 - 01 - 07. 

SECTION 20. AMENDMENT . Section 26 -1 7. 1-16 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-16. Fees Failure to pay. All applications shall be 
accompanied by the applicable fees as provided in section ~6-8± - 84 

26.1 - 01 - 07. An appointment sfia±± ~e~ffiiHa~e terminates upon failure 
to pay the prescribed annual renewal fee. 

SECTION 21. AMENDMENT . Section 26 - 17 . 1-22 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-22. License requirement Nonresident Designation of 
commissioner as attorney for service of process Fee . The commissioner 
efia±± ~ not issue a license to any nonresident applicant until fie 
the applicant files with the commissioner fiis ~designation of the 
commissioner and fiis the commissioner's successors in office, ~e ee 
fiis as the applicant's true and lawful attorney, upon whom may be 
served all lawful process in any action, suit, or proceeding 
instituted by or on behalf of any interested person arising out of 
the applicant's insurance business in this state . S~efi The 
designation sfia±± eeHe~i~~~e constitutes an agreement that s~efi the 
service of process is of the same legal force and validity as 
personal service of process in this state upon e~efi the person. 

S~efi ee~viee ef ~~eeees ~~eR aHy e~efi ±ieeHsee iH SHY s~efi 
ae~ieR e~ ~~eeeeaiH~ iR aRy ee~~~ ef eeffi~e~eH~ j~~isaie~ieH ef ~fiie 

s~a~e ffiay ee ffiaae 5y ee~¥iR~ ~fie eeffiffiissiefte~ wi~fi a~~~e~~ia~e 

*NOTE: Section 26-17.1-13 was a lso amended by section 4 of 
House Bill No. 1227, chapter 326. 
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ee~~es ~fie~eef aRe ~fie ~ayMeR~ ~e fi~M ef a fee ef ~we ee~~a~s~ ~fie 
eeMM~ss~eRe~ sfia~~ fe~wa~e a ee~y ef sMefi ~~eeess BY ~e~~s~e~ee e~ 
ee~~~f~ee ffiS~~ ~e ~fie ~~eeRsee S~ fi~S ~SS~ KR6WR aee~ess ef ~eee~e 

e~ ~~~Re~~a~ ~~see ef BMS~Ress7 a Re sfia~~ kee~ a ~eee~e e f a ~~ 

~~eeess se se~vee M~eR fi~M~ 

SECTION 22 . Section 26 - 18 - 13 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 - 18 - 13 . Termination of fire and casualty insurance agency 
contracts. Any insurance company authorized to transact fire or 
casualty business in this state shall, upon termination of an 
agent's appolntment by the company, permit t he renewal and 
endorsement of all contracts of insurance written by the agent for a 
period of one year from the date of the termination, as determined 
by the individual underwriting requirements o f the company. If any 
contract does not meet the underwriting requirements, the company 
shall give the agent sixty days' notice of its intention not to 
renew the contract. This section does not apply if the contract is 
terminated because of the agent ' s failure, after receiving a written 
demand, to pay over moneys due the insurer. 

SECTION 23. AMENDMENT . Section 26 - 39 - 02 of ' the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26-39-02 . Insurance companies to comply with c hapter. :Ne An 
insurance company7 ReR~~ef~~ fies~~~a~ se~v~ee ee~~e~a~~eR7 or 
nonprofit Mee~ea~ health service corporation authorized to do 
business within this state sfia~~ may not deliver, issue, execute, or 
renew any policy of health insurance on a group or blanket or 
franchise or association basis where more than fifty persons are 
covered or are to be covered by sMefi the policy and where the number 
of persons covered or to be covered represents more than seventy 
percent of all persons eligible for sMefi the coverage unless sMefi 
the policy sfia~~ eeRfe~ffi conforms to the--requirements of this 
chapter. 

SECTION 24 . AMENDMENT. Section 26 - 39 - 05 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows : 

26-39-05 . Other polic ie s . ~fie ~~ev~ s~eRs ef ~ft~ s This chapter 
sfia~~ does not Be eeRs~~Mee ~e prevent any insurance company or 
nonprofit fies~~~a~ e~ Meeiea~ health service corporation from 
issuing, delivering, or renewing, at its option, any policy or 
contract containing provisions similar to those required by this 
chapter, where sMefi the policy o r contract is not subject to such 
provisions. 

SECTION 25. AMENDMENT . Section 37 - 03 - 13 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

37-03 - 13 . Adjutant gene r al to control mi litary installations - Maintenance 
fund - Insurance. The adjutant general of the state of North Dakota 
shall have full control of Camp Gilbert C. Grafton, Ramsey County, 
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Fraine Barracks, Burleigh County, national guard air base facilities 
constituting a portion of Hector Airfield in Cass County, a l l in 
North Dakota and such other rea l property, installations, and 
facilities that may be acquired or leased by this state or the 
office of the adjutant general for mi l itary purposes. All moneys 
received from the sale of t i mber, stone, agricultura l products, or 
other material taken from the properties and the proceeds of any 
leases or subleases thereof and other proceeds from the sale of 
military property shal l be paid into the state treasury, and kept as 
a separate fund and are hereby appropriated for the improvement of 
the properties for military uses and shall be paid out upon proper 
vouchers approved by the adjutant genera l in accordance with the Act 
of Congress of the United States granting the lands, installations, 
or facilities to the state of North Dakota or as otherwise 
authorized by law. 

The adjutant general, after consultation with the commissioner 
of insurance e effiffi~ss~efie~, shall insure with the state fire and 
tornado fund in accordance with ~fie ~~ev~s~efis ef chapter ~6-~4 
26.1 - 22 such buildings, installations, facilities or their contents 
or portions thereof as he sha l l in his discretion determine to be in 
the best interests of the state . The adjutant general shall not 
insure buildings or property that are subject to replacement by the 
United States. 

*SECTION 26. AMENDMENT. Section 40 - 24 - 19 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

40-24-19 . Warrants Issuance - When payable - Amounts - T emp orary 
warrants - Interest - Interest coupons - Negotiability - Elig ibility as investments . 
The municipality, at any time after making a contract or otherwise 
providing in accordance with section 40 - 22 - 27 for the construction 
of any improvement to be financed in whole or in part by 
assessments, under authority of any chapter of this title, or prior 
thereto but after the period for filing protests against the making 
of such improvement has expired and the protests filed, if any, have 
been heard and determined to be insufficient, and in anticipation of 
the levy and collection of such assessments and of any taxes or 
revenues derived from service charges pledged to pay for such 
improvement, may issue warrants on the fund created for such 
improvement . The municipality sfie ~~ ee is responsible to the 
holders of sttefi the warrants for the proper advertisement and award 
of a contract ---or contracts or provision by other means for the 
completion of the improvement , for the acquisition of all land, 
easements, licenses, and permits required for such completion, and 
for the valid and fina l levy of specia l assessments upon al l 
properties within the improvement district to be benefited by the 
improvement, in an aggregate principal amount equal to the tota l 
cost of the improvement as f inally ascertained, less the portions 
thereof, if any, determined to be paid from tax es, service charges, 
and any other source. The issuance o f the warrants sfi e~~ eefis~~~tt~e 

constitutes a representation and covenant binding upon the 
municipality , that the aggregate benefits to be derived from the 

* NOTE : Sectio n 40- 24-19 wa s a lso ame nde d by sectio n 6 of Senat e 
Bill No . 22 10, c h apt er 460. 
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making of the improvement by the properties to be assessed therefor, 
are not less than the aggregate amount of the specia l assessments so 
required to be levied. The warrants shall be issued and shal l 
mature in such amounts as in the judgment of the governing body will 
be provided for, at or before the maturity dates specified, by the 
taxes and assessments to be levied and spread and the revenues 
pledged therefor. In lieu o f issuing definitive warrants on any 
such fund, the governing body may by resolution authorize the 
issuance and sale of temporary warrants maturing in not to exceed 
three years from the date of issue of the first such warrant, to be 
repaid with interest from the proceeds of definitive warrants 
maturing as hereinabove required, which the governing body shall 
issue and sell at or before the maturing date of said temporary 
warrants, in the amount required, with moneys theretofore received 
in such fund, to pay the total cost of the improvement and all 
temporary warrants theretofore issued on the fund, with interest 
then accrued thereon. The warrants Bfiaii must bear interest at a 
rate or rates and Bfiaii must be sold~a price, not les s than 
ninety- eight percent of par, resulting in an average net interest 
cost not to exceed twelve percent per annum payable annually or 
semiannually, except that there is no interest rate ceiling on an 
issue sold at public sale or to the state of North Dakota or any of 
its agencies or instrumentalities. The definitive warrants may bear 
interest at a rate or rates higher or lower than those borne by the 
temporary warrants, as determined by the governing body in effecting 
the sa le thereof. In the sale of temporary warrants, the 
municipa lity may by resolution of the governing body agree t o issue 
to the holder or holders thereof definitive warrants upon specified 
terms as to interest, maturity , redemption provisions , and all other 
pertinent details, in the e vent that the municipality is unable to 
sell definitive warrants to others upon more favorable terms. 
Coupons representing the interest for each year or lesser period may 
be attached to the warrants, whether definitive or temporary. All 
such warrants shall be negotiable within the meaning of and for all 
the purposes specified in title 4 1, and, to the same extent as 
general obligat i on bonds of the issuing municipality, Bfiaii ee are 
valid investments of the funds of any guardian, trustee , and other 
fiduciary of any kind or nature, any ~RB~~aRee eeffi~aRy 7 bank7 or 
other financia l institution, any charitable, educational, or 
eleemosynary institution, and any public corporation or official, 
municipality, school district, or other political subdivision, 
including bond sinking funds, special improvement funds, municipal 
utility funds, and funds of the state of North Dakota and its 
instrumentalities and agencies . 

SECTION 27 . AMENDMENT . Section 40-33.2 -1 0 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

40-33 . 2-10. Authorized investments Security for public deposits . 
Notwithstanding any other law to the contrary, the state of North 
Dakota and all its public officers, governmental units, agencies, 
and instrumentalities, all banks, trust companies, savings and loan 
associations , investment companies, credit unions, and other persons 
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ca r rying on a banking business, a~~ ~~s~~a~e e e effi~a~~es 7 ~~s~~a~ee 
assee~a~~e~s ; a~a e~fie ~ ~e~se~s ea~~y~~~ e~ a~ ~~s~~a~ee e~s ~ ~e s s ; 
and a l l executors, admini strators, guardi ans , t rustees, and other 
fiduciaries, and the Ba nk of North Dak ota , may l egal l y inve st any 
sinking funds, money, or other f unds be l onging t o them or within 
their control i n any bonds or notes issued pu r suant to this chapter. 

SECTION 28. AMENDMENT. Section 40 - 38. 1-07 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

40-38 . 1-07. Donations How accepted Council as trustee . Al l 
persons desirous of making donations of money , personal property, or 
real estate for the municipal arts fund may vest the same in the 
municipal arts council. The council shal l hold and control all 
property accepted as a special trustee . The ci t y auditor shall be 
ex officio treasurer of the counci l as such special trustee, and 
shall, under the direction of the counci l , keep, invest, and 
disburse all funds and securities so vested in said board. The 
treasurer shall be deemed a pub l ic employee and as such bonded 
through the state bonding fund in the amount fixed by the council 
and at the expense of the counc i l, as are other public employees 
under ~fie ~~ev~e~e~e ef chapter 26 - 23 26.1 - 21. 

SECTION 29 . AMENDMENT . Section 40 - 58 - 11 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows : 

40-58-11 . Bonds as legal investments . All banks, trust companies, 
bankers, savings banks and institutions, e~~ ~a~~~ a~a ~ea~ 
aeeee~a~~e~s; savings and loan associations, investment companies 
and other persons carrying on a banking or investment business; a~~ 

~~e~~a~ee e effi~a~~ee 7 ~~e~~a~ee aeeee ~ a~~e~e; a~a e~fie~ ~e~se~s 

ea~~y~~~ e~ a~ ~~e~~a~ee e~e~ ~ees ; and all executors, 
administrators, curators, trustees, and other fiduciaries, may 
legally invest any sinking funds, moneys, or other funds belonging 
to them or within their control in any bonds or other obligations 
issued by a municipality pursuant to this chapter or by any urban 
renewal agency or housing authority vested with urban renewal 
projec t powers under section 40 - 58 - 15 ~ P~ev~aea7 ~fia ~ e~efi . 
However, the bonds and other obligations efia ~~ must be secured by an 
agreement between the issuer and the federal government in which the 
issuer agrees to borrow from the federal government and the federal 
government agrees to lend to the issuer, prior to the maturity of 
e~efi the bonds or other obligations, moneys in an amount which 
together-with any other moneys irrevocably committed to the payment 
of interest on e~efi the bonds or other obligations will suffice to 
pay the principal of such bonds or other obligations with interest 
to maturity thereon, which moneys under the terms of sa~a the 
agreement are required to be used for the purpose of paying the 
principal of and the interest on e~ e fi the bonds or other obligations 
at their maturity. S~efi The bonds and-other obligations sfia ~ ~ ee 
are authorized security for all public deposits. f ~ ~e ~fie ~~~~ese 
~~fi~e eee~~ e~ ~e a~~fie~~~e a~y ~e~ee~e 7 ~e~~~~e a ~ e~ea~v~e~e~e a~a 
eff ~ ee~e7 ~~e~ ~e e~ ~~ ~va~e 7 ~e ~ee a~y f~~as ew~ea e ~ e e~~~e ~~ea ey 
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tfieffi fe~ tfie ~M~efiase ef aRy sMefi BeRes e~ etfie~ eB±~~at~eRs~ 

Netfi~R~ eeRta~Ree ~R tfi~ s This section w~tfi ~e~a~e te ± e~ a ± 
~R¥estffieRts sfia±± Be eeRst~Mee-as-~e±~e¥~R~ does not relieve any 
person of any duty of exercising reasonable care in selecting 
securities. 

SECTION 30 . AMENDMENT . Section 40 - 61 - 13 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

40-61 - 13 . Bonds legal investments for public officers . Except as 
otherwise provided in the Constitution of tfi~s state North Dakota, 
the bonds are hereby made securities in which all public officers 
and bodies of this state and all municipalities and municipal 
subdivisions, a±± ~RsM~aRee eeffi~aR~es aRe assee~at~eRs aRe etfie~ 
~e~seRs ea~~Y~R~ eR aR ~RSM~aRee BMS~Ress; all banks, bankers, trust 
companies, savings banks, savings associations, including savings 
and loan associations, BM~±e~R~ aRe ±eaR assee~at~eRs 7 investment 
companies, and other persons carrying on a banking business, and all 
other persons whatsoever except as hereinafter provided, who are now 
or may hereafter be authorized to invest in bonds or other 
obligations of the state, may properly and legally invest funds 
including capital in their control or belonging to them; ~~e¥~eee 
tfiat 7 . However, notwithstanding the provisions of any other general 
or special law to the contrary, sMefi the bonds sfia±± are not Be 
eligible for the investment of funds, including capital, o-f--trusts, 
estates, or guardianships under the control of individual 
administrators, guardians, executors, trustees, and other individual 
fiduciaries. The bonds are a±se fie~eey ffiaee authorized securities 
which may be deposited with and shall be received by all public 
officers and bodies of this state and all municipalities and 
municipal subdivisions for any purpose for which the deposit of 
bonds or other obligations of this state is now or may hereafter be 
authorized. 

SECTI ON 31 . AMENDMENT . Section 43-13 - 31 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

43 - 13 -31 . Discrimination in optometric se rvi ces prohibited . Ne I::_ person 
sfia±± may not discriminate between licensed practitioners of 
optometry and physicians, or interfere with any individual's right 
to free choice of ocular practitioner, with respect to the providing 
of professional services within the scope of section 43 - 13 - 0l. If a 
group health, accident or disability policy or contract of 
insurance, or any other type of employee group benefit or safety 
program specifically provides for the payment of optometric services 
within the scope of section 43 - 13 - 01, the payment sfia±± must be made 
regardless of whether the service is performed by a physician or 
optometrist . ~fie ~~e¥~s~eRs ef tfi~s This section sfia±± does not 
apply to medical service contracts writ~ by nonprofit ffiee~ea± 
health service corporations e~ ~±aRs as set fe~tfi ~R efia~te~ ~6 - ~+. 

SECTION 32. AMENDMENT . Section 54- 52-09 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 
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54-52-09 . Exemption f r om state p remium tax . 
considerat i on f o r annuities, and me mbe rshi p f ees sfiaii ee 
as ee~R~ are exempt fr om p remium taxes payable pursuant 
~6- 9 i-ii 26~03 -1 7. 

Premiums, 
eeRS ~l"l:leEl. 

t o section 

*SECTION 33. AMENDMENT. Subsec t ion 5 of section 54- 52. 1- 0 1 
of the North Dakota Cent ury Code is h ereby amende d a nd reenacted to 
read as fol l ows: 

5. "Hea l th maintenance organization" means an organization 
certified to establish and operate a health maint enance 
organization i n comp l iance wi t h chapter ~ 6 - 3 8 26.1 - 18. 

SECTION 34. AMENDMENT. Sec t ion 54- 52.1 - 10 
Dakota Century Code is hereby amended and reenacted 
follows: 

of the North 
to read as 

54- 52 . 1-1 0 . Exemption from state premium tax. All premiums , 
consideration for annuities, po l icy fees, and membership fees 
collected under ~fie ~ l" ev~ s ~ eRs e f th i s chapte r, s fiaii &e are exempt 
from the tax payable pursuant to section ~ 6-9i - i i 26.1 - 03 -~ 

SECTION 35 . AMENDMENT . Section 61-02 - 68. 13 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

61 -02 - 68 . 13 . Interim financing notes as legal investments and secur ity. 
Notwithstanding any restrictions conta i ned in any other law, this 
state and all public officers, boards and agencies, and political 
subdivisions and agencies thereof, al l national banking 
associations, state banks, trust companies, savings banks and 
institutions, Bl:l~iEl.~R~ a REl. ieaR assee ~ a~~ eRs 7 savings and loan 
associations, investment companies, and other persons carrying on a 
banking business, a i i ~ RSl:l l" aRe e eeffi~aR~ es 7 ~ R el:ll"aRee assee ~ a~~eRs 

aREl. e~fiel" ~el"seRs eal"l"Y~R~ e ft a ft ~RSl:ll"aRee Bl:I.S~Rese 7 and all 
executors, administrators, guardians , trustees, and other 
fiduciaries, may legally invest any sinking funds, moneys, or other 
funds belonging to them or within their control in any interim 
financing notes issued by the commission pursuant to this chapter, 
and sl:lefi the notes efiaii ee are authorized security for any and all 
public deposits. 

** SECTION 36 . AMENDMENT . Section 61 - 02 - 72 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

61 -02-72 . Revenue bonds of commission are legal and valid 
finan c ial inst itutions . Revenue bonds regularly and legally 
the commission are valid investments of the funds of any 
company, ~RSl:ll"aRee eeffi~aRy 7 investment company, Bl:l~iEl.~R~ 

loan association, or similar financial institution. 

Approved March 1 5 , 1 983 

investments of 
issued by 
bank, trust 
savings and 

* NOTE : Section 54 - 52 . 1- 01 was also amended by section 1 of 
Senate Bill No . 2093 , chapter 580 . 

** NOTE: Section 61-02- 72 was also amended by section 37 of 
Senate Bi l l No . 2234 , chapt er 67 6. 
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CHAPTER 320 

SENATE BI LL NO . 2271 
(Lips) 

HEALTH INSURANCE AND HMO 
DUAL CHOICE OPTION 

817 

AN ACT to p r ovide minimum cond i tions for a dua l cho i ce option 
between nonprofit health service corporations or insurance 
companies and health maintenance organizations; to determine 
the payment of benefits for persons with continuous coverage; 
to amend and r eenact sect i on 26. 1-02 - 20 of the North Dakota 
Centu r y Code, re l ating to reinsurance; and to declare an 
emergency. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1. Dual choice option - Minimum conditions - Transfer 
of coverage. If an existing or prospective emp l oyer group desires a 
dual choice option between a nonprofit health service corporation or 
an insurance company and a health maintenance organization, the dua l 
choice option may be made available to the employees in the group 
only i f al l of the following conditions are met : 

l. There are at least fifteen emp l oyees in the group. 

2. The group must maintain the highest enrollment percentage 
as specified in the underwr i t i ng manual of the nonprof1t 
health service corporation, the insurance company, or the 
health maintenance organization, and the health 
maintenance organization enrollees must be combined with 
subscribers of nonprofit health service corporations or 
insureds of insurance companies in meeting the percentage 
requirements . 

3. An employee must be allowed to t ransfer between coverage 
offered by a health maintenance organization and coverage 
offered by a nonprofit hea l th service organization or 
insurance company on the group ' s ann1versary date as 
specified i n the master contract with the group, except a 
special opening must be offered at the group ' s request for 
the following reasons: 
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a. Upon a group's initial offering of a dual cho1ce plan 
in addition to existing coverages offered by a 
nonprofit health service corporation or an insurance 
company . 

b . When a group discontinues offering a dual choice plan 
with a health maintenance organization to request open 
enrollment into the group offered by the nonprofit 
health service corporation or the insurance company. 

c. If the group offers both coverage by a nonprofit 
health service corporation or an insurance company and 
a health maintenance organization and an individual 
employee enrolled in the health maintenance 
organization transfers within the same company but 
leaves the service area of the health maintenance 
organization, the employee must be allowed to enroll 
in the plan offered by the nonprofit health service 
corporation or the insurance company at the time of 
transfer. 

d . Any group which offers health coverage to its retired 
employees by a nonprofit health service corporation or 
an insurance company and a health maintenance 
organization must advise the employees who are 
enrolled under their present coverage that they may 
change to other coverage offered at the time of 
retirement and if the employees who retire elect to 
retain or change their present coverage, the employees 
will no longer be eligible to change coverage after 
retirement. 

SECTION 2. Continuous coverage - Payment of benefits . If an 
employee, or an eligible dependent of the employee, transfers from 
coverage provided by a nonprofit health service corporation or an 
insurance company to coverage offered by a health maintenance 
organization or transfers from coverage offered by a health 
maintenance organization to coverage offered by a nonprofit health 
service corporation or an insurance company and is an inpatient of a 
hospital or alcoholism treatment center on the day the coverage 
becomes effective, then the benefits for confinement on an inpatient 
basis of a hospital or alcoholism treatment center must be provided 
by the nonprofit health service corporation, insurance company, or 
health maintenance organization providing coverage on the date the 
employee or the eligible dependent of the employee was confined as 
an inpatient of a hospital or alcoholism treatment center so long as 
coverage is uninterrupted, medically necessary, and directly related 
to the inpatient's stay. 

SECTION 3 . AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26.1 - 02 - 20 
amended and reenacted 

of 
to 

the North 
read as 
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26.1-02-20. Reinsurance permitted - Limitations . Except as otherwise 
provided by this section and section 26.1 - 02 - 22, any insurance 
company organized or admitted to transact business in this state, 
including a mutual company, may reinsure any part or all of any risk 
taken by it in any insurance company or insurer licensed in any 
state or any insurance company or insurer not so licensed provided 
it was approved or accepted by the commissioner, if that company or 
insurer conforms to the same standards of solvency which would be 
required if, at the time the reinsurance is effected, it was 
licensed in this state. AR ~R5M~aRee eeffi~aRy e~~aR~Bea e~ aaffi~ttea 

te t~aRsaet BM5~Re55 ~R tfi~s Btate ffiay ~e~R5M~e a ~a~t e~ aii ef aRy 
~~5k takeR ey ~t ~R aft ~R5M~aRee eeffi~aRy e~ ~R5M~e~ Ret i~eeR5ea ~R 

aRy 5tate7 ~f ~t ~5 a~~~evea e~ aeee~tea ey tfie eeffiffi~55~eRe~~ A 
county mutual insurance company also may reinsure with any other 
county mutual insurance company . No reinsurance, however, may be 
effected with any company disapproved therefor by written order of 
the commissioner filed in the commissioner ' s office. A domestic 
insurance company organized to engage in the business of life, 
accident, or health insurance may not reinsure its risks or any part 
thereof without complying with chapter 26 . 1 - 07. 

SECTION 4 . EMERGENCY . This Act is hereby declared to be an 
emergency measure and is in effect from and after ' its passage and 
approval. 

Approved Apri l 11, 1983 
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CHAPTER 321 

HOUSE BILL NO . 1322 
(Rued) 

HAIL INSURANCE POLICY INCEPTION 

INSURANCE 

AN ACT to amend and reenact section 26 - 03 - 49 o f the North Dakot a 
Century Code, relating to the inception and expiration of 
policies of insurance . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 26 - 03 - 49 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

26-03-49. Inception and expiration of policies - Inception of hail 
insurance policies. Policies of insurance shall cover the insured 
at 12:01 a.m. on the day on which coverage beg i ns and shall expire 
at 12:01 a.m. on the day of expiration of such policy. However, 
policies of insurance on growing crops against loss by hail take 
effect at the time and on the day stated on the application for the 
insurance. The provision allowing policies of insurance on growing 
crops against loss by hai l to take effect as provided on the 
application may not be limited or restricted by rule or bulletin of 
the commissioner of insurance. 

Approved March 7, 1983 
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CHAPTER 322 

SENATE BILL NO . 2252 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

LIFE INSURANCE NONFORFEITURE 

821 

AN ACT to create and enact sections 26 - 03.2 - 06.1, 26 - 03 . 2 - 06.2, and 
26-03 . 2 - 07.1, relating to the nonforfeiture law for life 
insurance; and to amend and reenact sections 26 - 03.2 - 01, 
26 - 03 . 2 - 02, 26 - 03.2 - 04, 26 - 03.2-05, 26 - 03 . 2 - 06, 26 - 03.2 - 07, 
and 26 - 03.2 - 08 of the North Dakota Century Code, relating to 
the nonforfeiture law for life insurance. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26 - 03.2 - 01 
amended and reenacted 

of 
to 

the North 
read as 

26-03. 2- 01 . Req uired prov isi on s r e lati ng to lap sing p oli cyh o lde r . In 
the case of policies issued prior to the operative date of this 
chapter, the options on surrender or lapse or the provisions for 
continuance of insurance in the event of lapse shall be as provided 
in sections 26 - 03 - 26, 26 - 03 - 27, 26 - 03 - 28 , 26 - 03 - 29, 26 - 03 - 30, 
26 - 03 - 31, and 26 - 03 - 35. In the case of policies issued on and after 
the operative date of this chapter, no policy of life insurance, 
except as stated in section 26 - 03 . 2 - 08, shall be delivered or issued 
for delivery in this state unless it shall contain in substance the 
following provisions, or corresponding provisions which in the 
opinion of the commissioner are at least as favorable to the 
defaulting or surrendering policyholder as are the minimum 
requirements hereinafter specified and are essentially in compliance 
with section 26- 03.2 - 07.1: 

1. In the event of default in any premium payment, the 
company will grant, upon proper request not later than 
sixty days after the due date of the premium in default, a 
paid- up nonforfeiture benefit on a plan stipulated in the 
policy, effective as of such due date, of such 'o'a±e~e 

amount as may be hereinafter specified. In lieu of such 
stiPulated paid- up nonforfeiture benefit, the company may 
substitute, upon proper request not later than sixty days 
after the due date of the premium in default, an 
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actuar i a ll y equi valent a l ternat ive paid- up nonforfeiture 
benefit which provides a gre ater amount or longer period 
of death benefits or, if applicabl e , a greater amount or 
earlier payment of endowment b ene f i ts. 

2. Upon surrender of the po l icy within sixty days after the 
due date of any premium payment in default after premiums 
have been paid for at l eas t thr e e ful l years in the case 
of ordinary i nsurance or fi ve fu ll years in the case of 
industria l insurance, the company will pay, in lieu of any 
paid- up nonforfeiture benefi t , a cash surrender value of 
such amount as may be hereinafter specified. 

3 . A specified paid- up nonforfeiture benefit shall become 
effective as specified in the policy unless the person 
entitled to make such election elects another available 
option not later than sixty days after the due date of the 
premium in default. 

4. If the policy shall have become paid- up by completion of 
all premium payments or if it is continued under any paid
up nonforfeiture benefit which became effective on or 
after the third policy anniversary in the case of ordinary 
insurance or the fifth policy anniversary in the case of 
industrial insurance, then the company will pay, upon 
surrender of the policy within thirty days after any 
policy anniversary, a cash surrender value of such amount 
as may be hereinafter specified. 

5. A In the case of policies which cause on a basis 
guaranteed in the policy unscheduled changes in benefits 
or premiums, or which provide an option for changes in 
benefits or premiums other than a change to a new policy, 
a statement of the mortality table, interest rate, and 
method used in calculating cash surrender values and the 
paid- up nonforfeiture benefits available under the policy. 
In the case of all other policies, a statement of the 
mortality table and interest rate or rates used in 
calculating the cash surrender values and the paid- up 
nonforfeiture benefits available under the policy, 
together with a table showing the cash surrender value, if 
any, and paid- up nonforfeiture benefit, if any, available 
under the policy on each policy anniversary either during 
the first twenty policy years or during the term of the 
policy, whichever is shorter, such values and benefits to 
be calculated upon the assumption that there are no 
dividends or paid- up additions credited to the policy and 
that there is no indebtedness to the company on the 
policy. 

6. A statement that the cash surrender values and the paid- up 
nonforfeiture benefits available under the policy are not 
less than the minimum values and benefits required by or 
pursuant to the insurance l aw of the state in which the 
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policy is delivered; an explanation of the manner in which 
the cash surrender values and the paid- up nonforfeiture 
benefits are altered by the existence of any paid- up 
additions credited to the policy or any indebtedness to 
the company on the policy ; if a detailed statement of the 
method of computation of the values and benefits shown i n 
the policy is not stated therein, a statement that such 
method of computation has been filed with the insurance 
supervisory official of the state in which the policy is 
delivered; and a statement of the method to be used in 
calculating the cash surrender value and paid- up 
nonforfeiture benefit available under the policy on any 
policy anniversary beyond the last anniversary for which 
such values and benefits are consecutively shown in the 
policy. 

Any of the foregoing provisions or portions thereof not applicable 
by reason of the plan of insurance may, to the extent inapplicable, 
be omitted from the policy. 

The company shall reserve the right to defer the payment of 
any cash surrender value for a period of six months after demand 
therefor with surrender of the policy. 

SECTION 2 . A MENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 03.2 - 02 
amended and reenacted 

26- 03 .2- 02. Minimum cash surren der v alue. 

of 
to 

the North 
read as 

1. Any cash surrender value available under the policy in the 
event of default in a premium payment due on any policy 
anniversary, whether or not required by section 
26-03.2 - 01, shall be an amount not less than the excess, 
if any, of the present value, on such anniversary, of the 
future guaranteed benefits which would have been provided 
by the policy, including any existing paid- up additions, 
if there had been no default, over the sum of fit ill the 
then present value of the adjusted premiums as defined in 
sections 26 - 03.2-04, 26 - 03.2 - 05, an~ 26 - 03.2 - 06, and 
26 - 03.2 - 06.1 corresponding to premiums which would have 
fallen due on and after such anniversary, and fil7 ill the 
amount of any indebtedness to the company on the policy. 

2. Any policy issued on or after the operative date of 
section 26-03.2 - 06 . 1 as defined therein, which provides 
supplemental life insurance or annuity benefits at the 
option of the insured and for an identifiable additional 
premium by rider or supplemental policy provision, the 
cash surrender value referred to in subsection l shall be 
an amount not less than the sum of the cash surrender 
value as defined in that subsection for an otherwise 
similar policy issued at the same age without such rider 
or supplemental policy provision and the cash surrender 
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value as defined in that subsecti on for a p o l icy which 
provides only the benefits oth erwise p rovided by such 
rider or supplementa l po l icy provision . 

3. For any famil y policy issued on or after the operative 
dat e of section 26 - 03.2 - 06. 1 as defined therein , which 
defines a primary insured and provides term insurance on 
the life of the spouse of the primary insured expiring 
before the spouse ' s age seventy- one, the cash surrender 
value referred to in subsection l shall be an amount not 
less than the sum of the cash surrender value as defined 
in that subsection for an otherwise similar policy issued 
at the same age without such term insurance on the life of 
the spouse and the cash surrender value as defined in that 
subsection for a policy which provides only the benefits 
otherwise prcivided by such term insurance on the life of 
the spouse. 

4. Any cash surrender value available within thirty days 
after any policy anniversary under any policy paid-up by 
completion of all premium payments or any policy continued 
under any paid- up nonforfeiture benefit, whether or not 
required by section 26 - 03 . 2-0l, shall be an amount not 
less than the present value, on such anniversary, of the 
future guaranteed benefits provided for by the policy, 
including any existing paid- up additions, decreased by any 
indebtedness to the company on the policy. 

SECTION 3. A MENDMEN T . 
Dakota Century Code is hereby 
follows: 

Section 26 - 03.2 - 04 
amended and reenacted 

of 
to 

the North 
read as 

26-03 .2-04 . Defin it ion of adj u st ed premiums used i n obtaining minimum 
cas h su rre nder value. 

l. This section does not apply to policies issued on or after 
the operative date of section 26 - 03.2 - 06.1 as defined 
therein. Except as provided in subsection 3, the adjusted 
premiums for any policy shall be calculated on an annual 
basis and shall be such uniform percentage of the 
respective premiums specified in the policy for each 
policy year, excluding amounts stated in the policy as 
extra premiums to cover impairments or special hazards, 
that the present value, at the date of issue of the 
policy, of all such adjusted premiums shall be equal to 
the sum of: 

a. The then present value of the future guaranteed 
benefits provided by the policy . 

b. Two percent of the amount of insurance, if the 
insurance be uniform in amount, or of the equivalent 
uniform amount, as hereinafter defined, if the amount 
of insurance varies with duration of the policy . 
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c. Forty percent of the adjusted premium for the first 
policy year. 

d. Twenty - five percent of either the adjusted premium for 
the first policy year or the adjusted premium for a 
whole life policy of the same uniform or equivalent 
uniform amount with uniform premiums for the whole of 
life issued at the same age for the same amount of 
insurance, whichever is less. 

Provided, however, that in applying the percentages 
specified in subdivisions c and d, no adjusted premium 
shall be deemed to exceed four percent of the amount of 
insurance or equivalent uniform amount. The date of issue 
of a policy for the purpose of this section shall be the 
date as of which the rated age of the insured is 
determined. 

2. In the case of a policy providing an amount of insurance 
varying with duration of the policy, the equivalent 
uniform amount thereof for the purpose of this section 
shall be deemed to be the level amount of insurance 
provided by an otherwise similar policy, containing the 
same endowment benefit or benefits, if any, issued at the 
same age and for the same term, the amount of which does 
not vary with duration and the benefits under which have 
the same present value at the date of issue of the policy 
as do the benefits under the policy. 

3. The adjusted premiums for any policy providing term 
insurance benefits by rider or supplemental policy 
provision shall be equal to (a) the adjusted premiums for 
an otherwise similar policy issued at the same age without 
such term insurance benefits, increased, during the period 
for which premiums for such term insurance benefits are 
payable, by (b) the adjusted premiums for such term 
insurance, the foregoing items (a) and (b) being 
calculated separately and as specified in subsections 1 
and 2 except that, for the purposes of subdivisions b, c, 
and d of subsection 1, the amount of insurance or 
equivalent uniform amount of insurance used in the 
calculation of the adjusted premiums referred to in (b) 
shall be equal to the excess of the corresponding amount 
determined for the entire policy over the amount used in 
the calculation of the adjusted premiums in (a). 

SECT ION 4. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 03.2 - 05 
amended and reenacted 

of 
to 

the North 
read as 

26-03 . 2-05. Mortality and interest bases for adjusted premiums and 
present values - Ordinary insurance. This section does not apply to 
ordinary policies issued on or after the operative date of section 
26 - 03.2 - 06.1 as defined therein. In the case of ordinary policies, 
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all adjusted premiums and present values referred to in this chapter 
shall be calculated on the basis of the commissioners ' 1958 standard 
ordinary mortality table and the rate or rates of interest specified 
in the policy for ca l cu l ating cash surrender values and paid- up 
nonforfeiture benefits provided that no such rate of interest shall 
exceed five and one - half percent per year, except that for any 
single premium whole life or endowment insurance policy a rate of 
interest not exceeding six and one - hal f percent per year may be 
used, and provided that fo r any category of ordinary insurance 
issued on female risks, adjusted premiums and present values may be 
calculated according to an age not more than six years younger than 
the actual age of the insured. Provided , however, that in 
calculating the present value of any paid- up term insurance with 
accompanying pure endowment, if any, offered as a nonforfeiture 
benefit, the rates of mortality assumed may be not greater than 
those shown in the commissioners ' 1958 extended term insurance 
table. Provided, further, that for insurance issued on a 
substandard basis, the calculation of any such adjusted premiums and 
present values may be based on such other table of mortality as may 
be specified by the company and approved by the commissioner. 

SECTION 5 . AMENDMENT . 
Dakota Century Code is hereby 
follows : 

Section 26 - 03 . 2 - 06 
amended and reenacted 

of 
to 

the North 
read as 

26 -03.2-06 . Mortality and interest bases for ad justed prem iums and 
present v alues - Indu strial insurance . This section does not apply to 
industrial policies issued on or after the operative date of section 
26 - 03.2 - 06.1 as defined therein. I n the case of industrial 
policies, all adjusted premiums and present values referred to in 
this chapter shall be calculated on the basis of the commissioners' 
1961 standard industrial mortality table and the rate or rates of 
interest specified in the policy for calculating cash surrender 
values and paid- up nonforfeiture benefits provided that no such rate 
of interest shall exceed five and one - half percent per year, except 
that for any single premium whole life or endowment insurance policy 
a rate of interest not exceeding six and one - half percent per year 
may be used. Provided, however, that in calculating the present 
value of any paid- up term i nsurance with accompanying pure 
endowment, if any, offered as a nonforfeiture benefit, the rates of 
mortality assumed may be not greater than those shown in the 
commissioners' 1961 industrial extended term insurance table. 
Provided, further, that for insurance issued on a substandard basis, 
the calculations of any such adjusted premiums and present values 
may be based on such other table of mortality as may be specified by 
the company and approved by the commissioner. 

SECTION 6 . Section 26- 03.2 - 06.1 to the North Dakota Century 
Code is hereby created and enacted to read as follows : 

26 - 03.2 - 06.1. Determination of minimum values. 

1. This section applies to all policies issued on or after 
the operat i ve date of this sect i on as defined herein, 
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except as provided in subsection 7, the adjusted premiums 
for any policy shall be calcu l ated on an annual basis and 
shall be such uniform percentage of the respective 
premiums specified in the policy for each policy year, 
excluding amounts payable as extra premlums to cover 
impairments or special hazards and also excluding any 
uniform annual contract charge or pol1cy fee specified in 
the policy i n a statement of the method to be used in 
ca l culating the cash surrender values and paid- up 
nonforfeiture benefits, that the present value, at the 
date of issue of the policy, of all adjusted premiums 
shall be equal to the sum of : 

a. The then present value of the future guaranteed 
benefits provided for by the policy; 

b. One percent of either the amount of insurance, if the 
insurance be uniform in amount, or the average amount 
of insurance at the beginning of each of the first ten 
policy years; and 

c . One hundred twenty- five percent of the nonforfeiture 
net level premium as hereinafter defined . 

However, in applying the percentage specified in 
subdivision c, no nonforfeiture net level premium may 
exceed four percent of either the amount of insurance, if 
the insurance is uniform in amount, or the average amount 
of insurance at the beginning of each of the first ten 
policy years . The date of issue of a policy for the 
purpose of this section is the date as of which the rated 
age of the insured is determined . 

2. The nonforfeiture net level premium is equal to the 
present value, at the date of issue of the policy, of the 
guaranteed benefits provided for by the policy divided by 
the present value, at the date of issue of the policy, of 
an annuity of one per annum payable on the date of issue 
of the policy and on each anniversary of such policy on 
which a premium falls due . 

3. In the case of olicies which cause on a basis uaranteed 
in the policy unscheduled changes in benefits or premiums, 
or which provide an option for changes in benefits or 
premiwns other than a change to a new policy, the adjusted 
premiums and present values shall initially be calculated 
on the assumption that future benefits and premiums do not 
change from those stipulated at the date of issue of the 
policy. At the time of any such change in the benefits or 
premiums the future adjusted premiums, nonforfeiture net 
level premiums and present values shall be recalculated on 
the assumption that future benefits and premiums do not 
change from those stipulated by the policy immediately 
after the change. 
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4. Except as otherwise p rov i ded in subsec t ion 7, t he 
recalculated future ad justed p remiums fo r any such policy 
shal l be such uniform percent age of the respect i ve future 
premiums specified in t h e po li c y fo r each policy ye a r , 
excluding amounts payable as extra prem1ums to cover 
impairments and special hazards, and a l so excluding any 
uniform annual con t r act charge or polic y fee specified in 
the po l ic i n a statement o f the method to be used i n 
calculating the cash surrender va l ues and paid- up 
nonforfeiture benefits, that the present value, at the 
time of change to the newly defined benefits or premiums, 
of al l such future adjusted premiums equals the excess of 
( a) the sum of the then present value of the then future 
guaranteed benefits provided for by the policy, and the 
additional expense allowance, if any, over (b) the then 
cash surrender value , if any, or present value of any 
paid- up nonforfeiture benefit under the policy. 

5 . The additional expense allowance, at the time of the 
change to the newly defined benefits or premiums, is the 
sum of (a ) one percent of the excess, if positive, of the 
average amount of insurance at the begi nning of each of 
the first ten policy years subsequent to the change over 
the average amount of insurance prior to the change at the 
beginning of each of the first ten policy years subsequent 
to the time of the most recent revious change, or, if 
there has been no previous change, the date of issue of 
the policy; ·and (b) one hundred twenty- five percent of the 
increase, if positive, in the nonforfeiture net level 
premium . 

6. The recalculated nonforfeiture net level premium is eaual 
to the result obtained by dividing the sum of : 

a . The nonforfeiture net level premium applicable pr1or 
to the ch~e tin'es the present value of an annuity of 
one er annum a able on each anniversar of the 
policy on or subsequent to the date of the change on 
which a premium would have fallen due had the change 
not occurred; and 

b . The resent value of the increase in future guaranteed 
benefits provided for by the policy; by 

c. The present value of an annuity of one per annum 
payable on each anniversary of the policy on or 
subsequent to the date of change on which a premium 
falls due. 

7 . Notwithstanding any other provisions of this section to 
the contrary, in the case of a po l icy issued on a 
substandard basis which provides reduced graded amounts of 
i nsurance so that, i n each po li c y year, the policy has the 
same tabu l ar morta li t y cost as an otherwi se similar pol i cy 
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issued on the standard basis which provides higher uniform 
amounts of insurance, adjusted premiums and present va l ues 
for such substandard policy may be calcu l ated as if it 
were issued to provide such higher uniform amounts of 
insurance on the standard basis. 

8. All adj u sted premiums and present va l ues referred to in 
this Act shall for all pol1c1es of ord1nary insurance be 
calculated on the basis of (a) the commissioners 1980 
standard ordinary mortality table, or (b ) at the election 
of the company for any one or more spec i fied plans of life 
i nsurance, the commissioners 1980 standard ordinary 
morta lity table with ten-year select mortality factors; 
shall for all policies of industrial insurance be 
calculated o n the basis of the commissioners 1961 standard 
industrial mortality table ; and shal l for al l policies 
issued in a particular ca l endar year be calculated on the 
basis of a rate of interest not exceeding the 
nonforfeiture interest rate as defined in this section for 
policies issued in that calendar year . However: 

a. At the option of the company, calculations for all 
policies issued in a particular calendar year may be 
made on the basis of a rate of interest not exceeding 
the nonforfeiture interest rate, as defined in this 
section, for policies issued in the immediately 
preceding calendar year. 

b. Under any paid- up nonforfeiture benefit, including any 
paid- up d i vidend additions, any cash surrender value 
available, whether or not required by section 
26 - 03.2 - 01, shall be calculated on the basis of the 
mortality table and rate of interest used in 
determining the amount of such paid- up nonforfeiture 
benefit and paid- up dividend additions, if any. 

c. A company may calculate the amount of any guaranteed 
paid- up nonforfeiture benefit including any paid- up 
additions under the policy on the basis of an interest 
rate no lower than that specified in the policy for 
calculating cash surrender values. 

d . In calculating the present value of any paid- up term 
insurance with accompanying pure endowment, if any, 
offered as a nonforfeiture benefit, the rates of 
mortality assumed may be not more than those shown in 
the commissioners 1980 extended term insurance table 
for policies of ordinary insurance and not more than 
the commissioners 1961 industrial extended term 
insurance table for policies of industrial insurance. 

e . For insurance issued on a substandard basis, the 
calculation of any such adjusted premiums and present 
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values may be based on appropriate modifications of 
the tables . 

f. Any ordinary mortality tables, adopted after 1980 by 
the national association of insurance commissioners, 
that are approved by rule adopted by the commissioner 
for use in determining the minimum nonforfeiture 
standard may be substituted for the commissioners 1980 
standard ordinary mortality table with or without 
ten- year select mortality factors or for the 
commissioners 1980 extended term insurance table . 

g. Any industrial mortality tables, adopted after 1980 by 
the national association of insurance commissioners, 
that are approved by rule adopted by the commissioner 
for use ·in determining the minimum nonforfeiture 
standard may be substituted for the commissioners 1961 
standard industrial mortality table or the 
commissioners 1961 industrial extended term insurance 
table. 

9. The nonforfeiture interest rate per annum for any policy 
issued in a particular calendar year shall be equal to one 
hundred twenty - five percent of the calendar year statutory 
valuation interest rate for such policy as defined in the 
Standard Valuation Law, rounded to the nearer one quarter 
of one percent . 

10. Notwithstanding any other provision in this code to the 
contrary, any refiling of nonforfeiture values or their 
methods of computation for any previously approved policy 
form which involves only a change in the interest rate or 
mortality table used to compute nonforfeiture values shall 
not require refiling of any other provisions of that 
policy form. 

11. After the effective date of this section any company may 
file with the commissioner a written notice of its 
election to comply with the prov1s1ons of this section 
after a spec1f1ed date before January 1, 1989, which shall 
be the operative date of this section for such company. 
If a company makes no such election, the operative date of 
this section for such company shall be January 1, 1989 . 

SECT IO N 7. Section 26 - 03 . 2 - 06 . 2 to the North Dakota Century 
Code is hereby created and enacted to read as follows: 

26-03.2 - 06 . 2. Determination of minimum value of policies with 
future premium determination- in-determinable value. In the case of 
any plan of life insurance which provides for future premium 
determination, the amounts of which are to be determined by the 
insurance company based on then estimates of future experience, or 
in the case of any plan of life insurance which is of such a nature 
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that minimum values cannot be determined by the methods described in 
sections 26 - 03 .2 - 01 through 26 - 03 . 2 - 06 .1 , then : 

1 . The commi ssioner must be s ati s fi e d that the benefits 
provided under the plan are s ub s tantially as favorab le t o 
policyholders and insureds as the minimum benefits 
otherwi s e required by sections 26 - 03.2 - 01 through 
26- 03.2 - 06 . 1 ; 

2. The commissioner must be sat i s fied that the benefits a nd 
the pattern of premiums o f that plan are no t s u c h as to 
mislead prospective policyholders or i nsureds; a nd 

3. The cash surrender value s and paid- up nonforfeiture 
benefits provided b y such plan must not be less than the 
minimum values and benefits required for the plan computed 
by a method consistent with the principles of this 
Standard Nonf orfeiture Law for Life Insurance, as 
determined by ru l es adopted by the comm i ss i oner . 

SECTION 8 . AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 03.2 - 07 
amended and reenacted 

o f 
to 

the North 
read as 

26-03.2-07 . Be nefits on def ault off th e anni versa ry , be nefi t s exempt ed 
from c hapt er. Any cash surrender va l ue and any paid- up nonforfeiture 
benefit, available under the policy in the event of default in a 
premium payment due at any time other than on the policy 
anniversary, shall be calculated with allowance for the lapse of 
time and the payment of fractional premiums beyond the last 
preceding po li cy anniversary . All values referred to in sections 
26 - 03 . 2 - 02, 26- 03.2 - 03, 26 - 03.2 - 04, 26 - 03.2 - 05, aRe 26 - 03 .2-06, and 
26 - 03.2 - 06. 1 may be calculated upon the assumption that any death 
benefit is payable at the end of the policy year of death . The net 
value of any paid-up additions, other than paid- up term additions, 
shall be not less than the eivieeRes amounts used to provide such 
additions . Notwithstanding the provis i ons of section 26 - 03.2 - 02, 
additiona l benefits payable (1) in the event of death or 
dismemberment by accident or acc i dental means; ( 2) in the event of 
total and permanent disability; ( 3) as reversionary annuity or 
deferred reversionary annuity benefits; (4) as eeereasiRey term 
insurance benefits provided by a rider or supplemental policy 
provi sion to which, i f issued as a separate policy, thi s chapter 
would not apply; (5) as term insurance on the life of a child or on 
the lives of children provided in a policy on the life of a parent 
of the child, if such term insurance expires before the child ' s age 
is twenty - six years, is uniform in amount after the child ' s age is 
one year, and has not become paid- up by reason of the death of a 
parent of the child; and (6) as other policy benefits additional to 
life insurance and endowment benefits, and premiums for a l l such 
additional benefits, shall be disregarded in ascertaining cash 
surrender values and nonforfeiture benefits required by this 
chapter, and no such additional benefits shall be requ i red to be 
i ncluded in a ny paid- up nonforfeiture benefits. 
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SECTION 9 . Section 26 - 03.2 - 07. 1 to the North Dakota Century 
Code is hereby created and enacted to read as follows: 

26 - 03 . 2 - 07.1 . Determination of minimum values after 
January 1, 1987. 

1. This section, in addition to all other applicable sections 
of this Act, applies to all policies issued on or after 
January 1, 1987. Any cash surrender value available under 
the policy in the event of default in a premium payment 
due on any policy anniversary shall be in an amount which 
does not differ by more than two - tenths of one percent of 
either the amount of insurance, if the insurance is 
uniform in amount, or the average amount of insurance at 
the beginning of each of the first ten policy years, from 
the sum of (~) the greater of zero and the basic cash 
value hereinafter specified and (b) the present value of 
any existing paid-up additions less the amount of any 
indebtedness to the company under the policy. 

2. The basic cash value is equal to the present value, on 
such anniversary, of the future guaranteed benefits which 
would have been provided for by the policy, excluding any 
existing paid- up additions and before deduction of any 
indebtedness to the company, if there had been no default, 
less the then present value of the nonforfeiture factors, 
as hereinafter defined, corresponding to premiums which 
would have fallen due on and after such anniversary. 
However, the effects on the basic cash value of 
supplemental l1fe insurance or annuity benefits or of 
family coverage, as described in section 26 - 03.2 - 02 and 
26 - 03.2 - 04, whichever is applicable, shall be the same as 
are the effects specified in section 26-03.2-02 or 
26 - 03.2 - 04, whichever is applicable, on the cash surrender 
values defined in that section. 

3. The nonforfeiture factor for each policy year is an amount 
equal to a percentage of the adjusted prem1um for the 
policy year, as defined in section 26 - 03.2-04 or 
26-03.2-06.1, whichever is applicable. Except as is 
required by subsection 4, the percentage: 

a . Must be the same percentage for each policy year 
between the second policy anniversary and the later of 
the fifth policy anniversary and the fir s t policy 
anniversary at which there is available under the 
policy a cash surrender value in an amount, before 
including any paid- up additions and before deducting 
any indebtedness, of at least two-tenths of one 
percent of either the amount of insurance, if the 
insurance be uniform in amount, or the average amount 
of insurance at the beginning of each of the first ten 
policy years; and 
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b. Must be such that no percentage after the later of the 
two policy anniversaries spec ified in subdivision a 
may apply to fewer than five consecutive policy years. 

4 . No basic cash value may be le ss than the value which wou l d 
be obtained if the adjusted premiums for the policy, as 
defined in section 26- 03 . 2 -04 or 26 - 03 . 2 - 06.1, wh i chever 
is applicable, were substituted f or the nonforfeiture 
factors in the calculation of the basic cash value. 

5. All adjusted premiums and present values referred to in 
this section shall for a particular policy be calculated 
on the same mortality and interest bases as are used in 
demonstrat1ng the policy's compl1ance with the other 
sections of this Act . The cash surrender values referred 
to in this section shall i nclude any endowment benefits 
provided for by the policy. 

6. Any cash surrender value available other than in the event 
of default in a premium payment due on a po l icy 
anniversary, and the amount of any paid- up nonforfeiture 
benefit available under the policy in the event of default 
in a premium payment shall be determined in manners 
consistent with the manners specified for determining the 
analogous minimum amounts in sections 26 - 03 . 2 - 01, 
26 - 03.2 - 02, 26 - 03 . 2 - 03, 26 - 03 . 2 - 06.1, and 26 - 03.2 - 07. The 
amounts of any cash surrender values and of any paid- up 
nonforfeiture benefits granted in connection with 
additional benefits such as those listed as items (1) 
through (6) in section 26 - 03.2 - 07 shall conform with the 
principles of this section . 

SECTION 10 . AMENDMENT. Section 26 - 03.2 - 08 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-03 . 2-08. Exemptions from chapter. This chapter shall not apply 
to any ~e~Rs~~aRee 7 ~~e~~ ~Rs~~eRee 7 ~~~e eReewffieR~ 7 eRR~~~y of the 
following: 

1. Reinsurance; 

2 . Group insurance; 

3 . Pure endowment ; 

4. Annuity or reversionary annuity contract , Re~ ~e BRY ~e~ffi_;_ 

5. Term policy of uniform amount, which provides no 
guaranteed nonforfeiture or endowment benefits, or renewal 
thereof, of f~f~eeR twenty years or less expiring before 
age s~x~y - s~x seventy- one, for which uniform premiums are 
payable during the entire term of the policy, Re~ ~e BRY 
~e!'ffi ~el:~ey_;_ 
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6. Policy of decreasing amount, which provides no guaranteed 
nonforfeiture or endowment benefits, on which each 
adjusted premium, calculated as specified in sections 
26 - 03.2 - 04, 26 - 03 . 2 - 05, aRe 26 - 03.2 - 06, and 26 - 03.2 - 06.1 
is less than the adjusted premium so calculated on s~efi 

fif~eeR-year a term policy of uniform amount, or renewal 
thereof, which provides no guaranteed nonforfeiture or 
endowment benefits, issued at the same age and for the 
same initial amount of insurance 7 and for a term of twenty 
years or less expiring before age seventy- one, for which 
uniform premiums are payable during the entire term of the 
policy; 

7 . Policy, which provides no guaranteed nonforfeiture or 
endowment benefits, for which no cash surrender value, if 
any, or present value of any paid- up nonforfeiture 
benefit, at the beginning of any policy year, calculated 
as specified in sections 26 - 03 . 2 - 02 through 26 - 03.2-06.1, 
exceeds two and one - half percent of the amount of 
insurance at the beginning of the same policy year; nor ~e 
aRy ~e:tiey 

8. Policy which shall be delivered outside this state through 
an agent or other representative of the company issuing 
the policy. 

For purposes of determining the applicability of this chapter, 
the age of expiry for ~ joint term life insurance policy shall be 
the age of expiry of the oldest life. 

Approved March 4, 1983 
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CHAPTER 323 

HOUSE BILL NO. 1583 
(Peltier) 

STANDARD POLICY PROVISIONS 

835 

AN ACT to provide for standard policy provisions through life and 
health insurance. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1. Group life insurance standard prOVISIOn . No policy of 
group life insurance may be delivered in this state unless it 
contains in substance the following provisions, or provisions which 
in the opinion of the commissioner are more favorable to the persons 
insured, or at least as favorable to the persons insured and more 
favorable to the policyholder; provided, however, that the standard 
provisions required for individual life insurance policies may not 
apply to group life insurance policies; and that if the group life 
insurance policy is on a plan of insurance other than the term plan, 
it shall contain a nonforfeiture provision or provisions which in 
the opinion of the commissioner is or are equitable to the insured 
persons and to the policyholder, but nothing herein shall be 
construed to require that group life insurance policies contain the 
same nonforfeiture provisions as are required for individual life 
insurance policies: 

1. A provision that the policyholder is entitled to a grace 
period of thirty- one days for the payment of any premium 
due except the first, during which grace period the death 
benefit coverage shal l continue in force, unless the 
policyholder shall have given the insurer written notice 
of discontinuance in advance of the date of discontinuance 
and in accordance with the terms of the policy. The 
policy may provide that the policyholder shall be liable 
to the insurer for the payment of a pro rata premium for 
the time the policy was in force during such a grace 
period. 

2. A provision that the validity of the policy shall not be 
contested except for nonpayment of premiums, after it has 
been in force for two years from its date of issue; and 
that no statement made by any person insured under the 
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policy relating to his insurability shall be used in 
contesting the validity of the insurance with respect to 
which such statement was made after such insurance has 
been in force prior to the contest for a period of two 
years during such person ' s lifetime nor unless it is 
contained in a written instrument signed by him; provided, 
however, that no such provision shall preclude the 
assertion of any time of defenses based upon provisions in 
the policy which relate to eligibility for coverage. 

3. A provision that a copy of the application, if any, of the 
policyholder shall be attached to the policy when issued, 
that all statements made by the policyholder or by the 
persons insured shal l be deemed representations and not 
warranties, and that no statement made by any person 
insured shall be used in any contest unless a copy of the 
instrument containing the statement is or has been 
furnished to such person or, in the event of death or 
incapacity of the insured person, to his beneficiary or 
personal representative. 

4. A provision setting forth the conditions, if any, under 
which the insurer reserves the right to require a person 
eligible for insurance to furnish evidence of individual 
insurability satisfactory to the insurer as a condition to 
part or all of the individual's coverage. 

5. A provision specifying an equitable adjustment of premiums 
or of benefits or of both to be made in the event the age 
of a person insured has been misstated, such provision to 
contain a clear statement of the method of adjustment to 
be made. 

6 . A provision that any sum becoming due by reason of the 
death of the person insured shall be payable to the 
beneficiary designated by the person insured, except that 
where the policy contains conditions pertaining to family 
status the beneficiary may be the family member specified 
by the policy terms, subject to the provisions of the 
policy in the event there is no designated beneficiary, as 
to all or any part of such sum, living at the death of the 
person insured and subject to any right reserved by the 
insurer in the policy and set forth in the certificate to 
pay at its option a part of such sum not exceeding five 
thousand dollars to any person appearing to the insurer to 
be equitably entitled thereto by reason of having incurred 
funeral or other expenses incident to the last illness or 
death of the person insured . 

7. A provision that the insurer will issue to the 
policyholder for delivery to each person insured a 
certificate setting forth a statement as to the insurance 
protection to which that person is entitled, a statement 
as to any dependent ' s coverage included in such 
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certificate, and the rights and conditions set forth in 
subsections 8, 9, 10, and 11. 

8. A provision that if the insurance, or any portion of it, 
on a person covered under the policy or on the dependent 
of a person covered, ceases because of termination of 
employment or of membership in the class or classes 
eligible for coverage under the policy, such person shall 
be entitled to have issued to him by the insurer, without 
evidence of insurability, an indidividual policy of life 
insurance without disability or other supplementary 
benefits, provided application for the individual policy 
shall be made, and the first premium paid to the insurer, 
within thirty- one days after such termination, and 
provided further that: 

a. The individual policy 
person, be on any one of 
issued by the insurer 
applied for, except that 
the option to elect term 

shall, at the option of such 
the forms then customarily 
at the age and for the amount 
the group policy may exclude 
insurance. 

b . The individual policy shall be in an amount not in 
excess of life insurance which ceases because of such 
termination, less the amount of life insurance for 
which such person becomes eligible under the same or 
any other group policy within thirty- one days after 
such termination, provided that any amount of 
insurance which shall have matured on or before the 
date of such termination as an endowment payable to 
the person insured, whether in one sum or in 
installments or in the form of an annuity, shall not, 
for purposes of this provision, be included in the 
amount which is considered to cease because of such 
termination; and 

c. The premium on the individual policy shall be at the 
insurer's then customary rate applicable to the form 
and amount of the individual policy, to the class of 
risk to which such person then belongs, and to the 
individual age attained on the effective date of the 
individual policy. 

Subject to t h e same conditions set forth above, the 
conv ersion pri v ilege shall be available to a surviving 
dependent, if any, at the death of the employee or member, 
with respect to the coverage under the group policy which 
terminates by reaso n of such death and to the dependent of 
the employee or member upon termination of coverage of the 
dependent, while the employee or member remains under the 
group policy, by reason of the dependent ceasing to be a 
qualified family member under the group policy. 
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9. A provision that if the group policy terminates or is 
amended so as to terminate the insurance of any class of 
insured persons, every person insured thereunder at the 
date of such termination whose insurance terminates, 
including the insured dependent of a covered person, and 
who has been so insured for at least five years prior to 
such termination date shall be entitled to have issued by 
the insurer an individual policy of life insurance, 
subject to the same conditions and limitations as are 
provided by subsection 8, except that the group policy may 
provide that the amount of such individual policy shall 
not exceed the smaller of (a) the amount of the person's 
life insurance protection ceasing because of the 
termination or amendment of the group policy, less the 
amount of any life insurance for which he is or becomes 
eligible under a group policy issued or reinstated by the 
same or another insurer within thirty-one days after such 
termination, or (b) ten thousand dollars. 

10. A provision that if a person insured under the group 
policy, or the insured dependent of a covered person, dies 
during the period within which the individual would have 
been entitled to have an individual policy issued in 
accordance with subsections 8 or 9 and before such an 
individual policy shall have become effective, the amount 
of life insurance which he would have been entitled to 
have issued under such individual policy shall be payable 
as a claim under the group policy, whether or not 
application for the individual policy or the payment of 
the first premium therefor has been made. 

11. Where active employment is a condition of insurance, a 
provision that an insured may continue coverage during the 
insured's total disability by timely payment to the 
policyholder of that portion, if any, of the premium that 
would have been required from the insured had total 
disability not occurred. The continuation shall be on a 
premium paying basis for a period of six months from the 
date on which the total disability started, but not beyond 
the earlier of (a) approval by the insurer of continuation 
of the coverage under any disability provision which the 
group insurance policy may contain, or (b) the 
discontinuance of the group insurance policy. 

SECTION 2. Conve rsion privileges. If any individual insured 
under a group life insurance policy hereafter delivered in this 
state becomes entitled under the terms of such policy to have an 
individual policy of life insurance issued without evidence of 
insurability, subject to making of application and payment of the 
first premium within the period specified in such policy, and if 
such individual is not given notice of the existence of such right 
at least fifteen days prior to the expiration date of such period, 
then in such event the individual shall have an additional period 
within which to exercise such right. This additional period shall 
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expire fifteen days next after the individual is given such notice . 
Written notice presented to the individua l or mailed to the 
policyholder to the last known address of the individual or mailed 
by the insurer to the last known address of the individua l as 
furnished by the policyholder or notice of the right of conversion 
included in a certificate provided to each employee or notice 
provided by the attachment of a separate notice to the certificate 
shall constitute notice for the purpose o f this paragraph . 

SECTION 3. Group health insurance standard prov ision . No policy of 
group health insurance may be delivered in this state unless it 
contains in substance the following provision, or provisions, which 
in the opinion of the commissioner are more favorable to the persons 
insured and more favorable to the policyholder, provided, however, 
that the standard provisions required for individual health 
insurance policies shal l not app l y to group health insurance 
policies; and that if any provision of this section is in whole or 
in part inapplicable to or inconsistent with the coverage provided 
by a particular form of policy, the insurer, with the approval of 
the commissioner, shall omit from such policy any inapplicable 
provision or part of a provision, and shall modify any inconsistent 
provision or part of the provision in such manner as to make the 
provision as contained in the policy consistent with the coverage 
provided by the policy: 

1. A provision that the policyholder is entitled to a grace 
period of fifteen days for monthly premiums and thirty- one 
days for all others for the payment of any premium due 
except the first, during which grace period of the policy 
shall continue in force, unless the policyholder shall 
have given the insurer written notice of discontinuance in 
advance of the date of discontinuance and in accordance 
with the terms of the policy. The policy may provide that 
the policyholder shall be liable to the insurer for the 
payment of a pro rata premium for the time the policy was 
in force during such grace period. 

2 . A provision that the validity of the policy shall not be 
contested except for nonpayment of premiums, after it has 
been in force for two years from its date of issue; and 
that the validity of the policy shall not be contested on 
the basis of a statement made relating to insurability by 
any person covered under the policy after such insurance 
has been in force for two years during such person's 
lifetime and shall not be contested unless the statement 
is contained in a written instrument signed by the person 
making such statement; provided, however, that no such 
provision shall preclude the assertion at any time of 
defenses based upon the person ' s ineligibility for 
coverage under the policy . 

3. A provision that a copy of the application, if any, of the 
policyholder shall be attached to the policy when issued, 
that all statements made by the policyholder or by the 
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persons insured shall be deemed representations and not 
warranties, and that no statement made by any person 
insured shall be used in any contest unless a copy of the 
instrument containing the statement is or has been 
furnished to such person or, in the event of the death or 
incapacity of the insured person, to the individual's 
beneficiary or personal representative. 

4. A provision setting forth the conditions, if any, under 
which the insurer reserves the right to require a person 
eligible for insurance to furnish evidence of individual 
insurability satisfactory to the insurer as a condition to 
part or all of the individual ' s coverage. 

5. A provision specifying the additional exclusions or 
limitations, if any, applicable under the policy with 
respect to a disease or physical condition of a person, 
not otherwise excluded from the person's coverage by name 
or specific description effective on the date of the 
person's loss, which existed prior to the effective date 
of the person's coverage under the policy . Any such 
exclusion or limitation may only apply to a disease or 
physical condition for which medical advice or treatment 
was received by the person during the twelve months prior 
to the effective date of the person's coverage. In no 
event shall such exclusion or limitation apply to loss 
incurred or disability commencing after the earlier of the 
end of a continuance period of twelve months commencing on 
or after the effective date of the person's coverage 
during all of which the person has received no medical 
advice or treatment in connection with such disease or 
physical condition; and the end of the two-year period 
commencing on the effective date of the person's coverage. 

6. If the premiums or benefits vary by age, there shall be a 
provision specifying an equitable adjustment of premiums 
or of benefits, or both, to be made in the event the age 
of a covered person has been misstated, such provision to 
contain a clear statement of the method of adjustment to 
be used. 

7. A provision that the insurer will issue to the 
policyholder for deli v ery to each person insured a 
certificate setting forth a statement as to the insurance 
protection to which that person is entitled, to whom the 
insurance benefits are payable, and a statement as to any 
family member's or dependent's coverage. 

8. A provision that written notice of claim must be given to 
the insurer within twenty days after the occurrence or 
commencement of any loss covered by the policy. Failure 
to give notice within such time shall not invalidate nor 
reduce any claim if it shall be shown not to have been 
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reasonably possible to give such notice and that notice 
was given as soon as was reasonably possible. 

9. A provision that the insurer will furnish to the person 
making claim, or to the policyholder for delivery to such 
person, such forms as are usually furnished by it for 
filing proof of loss . If such forms are not furnished 
before the expiration of fifteen days after the insurer 
receives notice of any claim under the policy, the person 
making such claim shall be deemed to have complied with 
the requirements of the policy as to proof of loss upon 
submitting within the time fixed in the policy for filing 
proof of loss, written proof covering the occurrence, 
character, and extent of the loss for which claims are 
made. 

10. A provision that in the case of claim for loss of time for 
disability, written proof of such loss must be furnished 
to the insurer within ninety days after the commencement 
of the period for which the insurer is liable, and that 
subsequent written proof of the continuance of such 
disability must be furnished to the insurer at such 
intervals as the insurer may reasonably ~equire, and that 
in the case of claim for any other loss, written proof of 
such loss must be furnished to the insurer within ninety 
days after the date of such loss . Failure to furnish such 
proof within such time shall not invalidate nor reduce any 
claim if it was not reasonably possible to furnish such 
proof within such time, provided such proof is furnished 
as soon as reasonably possible and in no event, except in 
the absence of legal capacity of the claimant, later than 
one year from the time proof is otherwise required . 

11. A provision that all 
other than benefits for 
more than sixty days 
subject to due proof of 
under the policy for 
frequently than monthly 
period for which the 
balance remaining unpaid 
will be paid as soon 
proof. 

benefits payable under the policy 
loss of time will be payable not 
after receipt of proof, and that, 

loss, all accrued benefits payable 
loss of time will be paid not less 
during the continuance of the 
insurer is liable, and that any 
at the termination of such period 
as possible after receipt of such 

12. A provision that benefits for loss of life of the person 
insured shall be payable to the beneficiary designated by 
the person insured. However, if the policy contains 
conditions pertaining to family status, the beneficiary 
may be the family member specified by the policy terms. 
In either case, payment of these benefits is subject to 
the provisions of the policy in the event no such 
designated or specified beneficiary is living at the death 
of the person insured. All other benefits of the policy 
shall be payable to the person insured. The policy may 
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also provide that if any benefit is payable to the estate 
of a person, or to a person who is a minor or otherwise 
not competent to give a valid release, the insurer may pay 
such benefit, up to an amount not exceeding five thousand 
dollars, to any relative by blood or connection by 
marriage of such person who is deemed by the insurer to be 
equitably entitled thereto . 

13. A provision that the insurer shall have the right and 
opportunity to examine the person of the individual for 
whom claim is made when and so often as it may reasonably 
require during the pendency of claim under the policy and 
also the right and opportunity to make an autopsy in case 
of death where it is not prohibited by law. 

14. A provision that no action at law or in equity shall be 
brought to recover on the policy prior to the expiration 
of sixty days after proof of loss has been filed in 
accordance with the requirements of the policy and that no 
such action shall be brought at all unless brought within 
three years from the expiration of the time which proof of 
loss is required by the policy. 

SECTION 4. Dependent group health i nsurance . A group health 
insurance policy may be extended to insure the employees or members 
with respect to their family members or dependents, or any class or 
classes thereof, subject to the following: 

l. The premium for the insurance shall be paid either from 
funds contributed by the employer, union, association, or 
other person to whom the policy has been issued, or from 
funds contributed by the covered persons, or from both. A 
policy on which no part of the premium for the family 
members or dependents coverage is to be derived from funds 
contributed by the covered persons must insure all 
eligible employees or members with respect to their family 
members or dependents, or any class or classes thereof. 

2. An insurer may exclude or limit the coverage on any family 
member or dependent as to whom evidence of individual 
insurability is not satisfactory to the insurer . 

3. A policy which provides coverage for a dependent child of 
an employee or other member of the covered group, must 
provide such coverage up to a limiting age of nineteen 
years of age, if the dependent child physically resides 
with the employee or other member and is chiefly dependent 
upon the employee or member for support and maintenance. 

4. A policy, which provides that coverage for a dependent 
child of an employee or other member of the covered group 
shall terminate upon attainment of the limiting age for 
dependent children specified in the policy, shall not 
operate to terminate the coverage of a dependent child: 
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(a) while the child is a full - time student and has not 
attained the age of twenty- three years of age; (b) while 
the child is and continues to be both incapable of 
self- sustaining employment by reason of mental retardation 
or physical handicap and chiefly dependent upon the 
employee or member for support and maintenance, provided 
proof of such incapacity and dependency is furnished to 
the insurer by the employee or member within thirty- one 
days of the child ' s attainment of limiting age and 
subsequently as may be required by the insurer but not 
more frequently than annually after the two - year period 
following the child's attainment of the limiting age. 

SECTION 5. Continuation of group hospital , su r gical and major med ical 
coverage after t ermination of empl oyment or membership . A group policy 
delivered or issued for delivery in this state issued by any 
insurance company, nonprofit medical service corporation, nonprofit 
hospital service corporation, health maintenance organization or 
issued by any other insurer which provides hospital, surgical or 
major medical expense insurance or any accommodation of these 
coverages on an expense incurred basis, but not a policy which 
provides benefits for specific diseases or for accidental injuries 
only, shall provide that employees or members whose insurance under 
the group policy would otherwise terminate because of termination of 
employment or membership shall be entitled to continue their 
hospital, surgical and major medical insurance under that group 
policy, for themselves and their eligible dependents, subject to all 
of the group policy's terms and conditions applicable to those forms 
of insurance and to the following conditions : 

1. Continuation shall only be av ailable to an employee or 
member who has been continuously insured under the group 
policy (and for similar benefits under any group policy 
which it replaced) during the entire three months' period 
ending with such termination. 

2. Continuation shall not be available for any person who is 
covered by medicare. Neither shall continuation be 
available for any person who is covered by any other 
insured or uninsured arrangement which provides hospital, 
surgical or medical coverages for individuals in a group 
and under which the person was not covered immediately 
prior to such termination. 

3. Continuation need 
prescription drug 
under the group 
surgical or major 

not include dental, vision care or 
benefits or any other benefits provided 
policy in addition to its hospital, 

medical benefits . 

4. An employee or member who wishes continuation of coverage 
must request such continuation in writing within the 
ten- day period following the later of the date of such 
termination, or the day the employee is given notice of 
the right of continuation by either his employer or the 
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group policyholder. In no event, however, may the 
employee or member elect continuation more than thirty- one 
days after the date of such termination. 

5. An employee or member electing continuation must pay to 
the group policyholder or his employer, on a monthly basis 
in advance, the amount of contribution required by the 
policyholder or employer, but not more than the group rate 
for the insurance being continued under the group policy 
on the due date of each payment. The employee's or 
member's written election of continuation, together with 
the first contribution required to establish contributions 
on a monthly basis in advance, must be given to the 
policyholder or employer within thirty-one days of the 
date the employee's or member's insurance would otherwise 
terminate. 

6. Continuation of insurance under the group policy for any 
person shall terminate when he fails to satisfy 
subsection 2 above or, if earlier, at the first to occur 
of the following: 

a. The date thirty- nine weeks after the date the 
employee's or member's insurance under the policy 
would otherwise have terminated because of termination 
of employment or membership. 

b. If the employee or member fails to make timely payment 
of a required contribution, the end of the period for 
which contributions were made. 

c. The date on which the group policy is terminated or, 
in the case of an employee, the date his employer 
terminates participation under the group policy. 
However, if this sudivision applies and the coverage 
ceasing by reason of such termination is replaced by 
similar coverage under another group policy, the 
following shall apply: 

(1) The employee or member shall have the right to 
become covered under that other group policy for 
the balance of the period that he would have 
remained covered under the prior group policy in 
accordance with subsection 6 had a termination 
described in this subdivision not occurred. 

(2) The minimum level of benefits to be provided by 
the other group policy shall be the applicable 
level of benefits of the prior group policy 
reduced by any benefits payable under that prior 
group policy. 

(3) The prior group policy shall continue to provide 
benefits to the extent of its accrued liabilities 
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and extensions of benefits as if the replacement 
had not occurred. 

7. A notification of the continuation privilege shall be 
included in each certificate of coverage . 

8. Upon termination of the continuation period, the member, 
surviving spouse, or dependent shall be entitled to 
exercise any option which is provided in the group plan to 
elect a conversion policy. The member electing a 
conversion policy shall notify the carrier of such 
election and pay the required premium within thirty- one 
days of the termination of the continued coverage under 
the group contract. 

Approved Apri l 1 3 , 1983 
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CHAPTER 324 

HOUSE BILL NO . 1232 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

SURPLUS LINES INSURANCE 

INSURANCE 

AN ACT to amend and reenact sections 26 - 09.2 - 04, 26 - 09.2 - 05, and 
26 - 09.2 - 11 of the North Dakota Century Code, relating to 
requirements for the utilization of surplus lines insurance. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF T HE 
STATE OF NORTH DAKOTA : 

SECTION 1. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 09.2 - 04 
amended and reenacted 

of 
to 

the North 
read as 

26-09.2-04. Affidavi t as prerequisite of insurance - Contents. Be€6!0e 
~fie ~e!OS6R Reffiea ~R s~efi !~eeRse sfia!! ~~6e~!Oe 7 effee~ 6!0 iss~e aRy 
s~efi iRs~!OaRee ~6!iey 6!0 ~RaeffiRi~y e6R~!Oae~ 6!0 s~~e~y B6Ra7 fie sfia!! 
iR eve!Oy ease exee~~e eRa fi!e wi~fi ~fie e6ffiffiissi6Re!O fiis affiaavi~ 
~R aeee~~ae!e €6!0ffi ~fie~ ~fie ~RsM~ea is ~Ra8!e7 af~e!O ai!i~eR~ 
sea!Oefi 7 ~6 ~~6eM!Oe ~fie iRSM~aRee7 iRaeffiRi~y e6R~!Oae~ 7 6~ SM!Oe~y B6Ra 
aesi!Oea fl06ffi a e6ffi~aRy aM~fi6!0ieea ~6 a6 8MsiRess iR ~fiis s~a~e~ The 
person named in the license shall in every case execute and file 
with the commission within fifteen days of the effective date of any 
such insurance policy or indemnity contract or surety bond an 
affidavit in acceptable form that after a diligent search, an 
inability exists to procure the insurance, indemnity contract, or 
surety bond desired from a company authorized to do business in this 
state. There is a presumption that such inability exists and that a 
diligent search has been made if the insurance, indemnity contract, 
or surety bond provides coverage listed by the commissioner as an 
approved surplus lines coverage. If the commissioner concurs in the 
allegation set forth in the affidavit the commissioner may authorize 
the procuring of the insurance, indemnity contract or bond from a 
company not authorized to do business in this state. 

SECT ION 2. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 09.2 - 05 
amended and reenacted 

of 
to 

the North 
read as 

26-09 . 2- 05 . Endorsement of policy . Every policy issued under this 
section shall be endorsed ~±ss~ea iR aR ~Ra~~fi6~ieea e6ffi~aRy 7 MRae!O 



INSURANCE CHAPTER 324 847 

a~efi~!s ±~eeRse Ne~ ------ll 7 wfi~efi eReeFseMeR~ sfia±± ee ~Fe~eF±y 
f~±±ee ~fi aRe s~~fiee ey ·~fie a~eR~~ "THIS POLICY IS ISSUED PURSUANT 
TO THE NORTH DAKOTA SURPLUS LINES INSURANCE STATUTE UNDER SURPLUS 
LINES BROKER ' S LICENSE NO . -------. THE INSURER IS A QUALIFIED 
SURPLUS LINES INSURER , BUT IS NOT OTHERWISE LICENSED BY THE STATE OF 
NORTH DAKOTA AND DOES NOT PARTICIPATE IN THE NORTH DAKOTA INSURANCE 
GUARANTY ASSOCIATION. " 

The endorsement shall be properly compl eted and signed by the 
surplus lines broker. 

SECTION 3. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 09.2 - 11 
amended and reenacted 

of 
to 

the North 
read as 

26-09.2-11. Surplus lines in solvent insurers . A surplus lines 
insurance broker shall not knowingly place " surplus line" insurance 
with insurers unsound financially. The surplus lines insurance 
broker shall ascertain the financial condition of the unauthorized 
insurer before placing insurance therewith . The surplus lines 
insurance broker shall not so insure with aRy s~eek ~RS~FeF fiav~R~ 

ea~~~a± aRe s~F~±~s aMe~R~~R~ ~e ±ess ~fiaR ~we fi~ReFee f~f~y 

~fie~saRe ee±±aFs; eF w~~fi aRy e~fieF ~y~e ef ~RS~FeF fiav~R~ asse~s ef 
±ess ~fiaR ~we fi~ReFee ~fie~saRe ee±±aFs; ef wfi~efi Re~ ±ess ~fiaR eRe 
R~ReFee ~fie~saRe ee±±aFS ~s S~F~±~s~ 

1. Any insurer organized under the laws of any state having 
less than five hundred thousand dollars of capital and 
five hundred thousand dollars in surplus, if a stock 
company, and five hundred thousand dollars in surplus, if 
a mutual company. 

2. Any alien insurer which has not established an effective 
trust fund of at least one million dollars within the 
United States administered by a recognized financial 
institution and held for the benefit of all its 
policyholders in the United States or policyholders and 
creditors in the United States. 

Approved March 8, 1983 
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CHAPTER 325 

SENATE BILL NO . 2253 
(Committee on Industry, Business, and Labor) 

(At the request of the Ins u rance Department) 

LIFE INSURANCE VALUATION 

INSURANCE 

AN ACT to create and enact sections 26-10.1 - 03.1 and 26-10.1 - 09 of 
the North Dakota Century Code; and to amend and reenact 
sections 26 -10.1 - 02, 26 - 10.1- 03, 26 - 10.1 - 04, 26 - 10 . 1-05, 
26 - 10.1 - 06, 26 - 10.1 - 07, 26 - 10.1-08, and 26 - 10.1 - 10 of the 
North Dakota Century Code, relating to the standard valuation 
law for l ife insurance. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1. AMENDMENT. Sect i on 26 - 10.1 - 02 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-10.1 -02. Minimum standards of valuation for life insurance. The 
minimum standards for the valuation of all life or accident 
insurance policies issued prior to July 1, 1977, shall be those 
provided by sections 26 - 03 - 33, 26- 03 - 34, and 26- 10 - 01 . * Except as 
otherwise provided in seet~eR sections 26 - 10.1 - 03 and 26 - 10.1-03 .1 , 
the minimum standard for the valuation of all such policies and 
contracts issued on and after July 1, 1977, shall be the 
commissioners ' reserve valuation methods defined in sections 
26 - 10.1 - 04, 26 - 10.1 - 05, and 26-1 0 . 1 - 08; five and one - half percent 
interest for single premium life insurance policies and four and 
one - half percent interest for all other such policies and contracts, 
other than annuity and pure endowment contracts, and the following 
tables: 

1. For all policies of ordinary life insurance issued on the 
standard basis, excluding any disability and accidental 
death benefits in such policies, the commissioners ' 1958 
standard ordinary mortality table for such policies issued 
on or after the o erative date of section 26-03 . 2 - 05 of 
the standard nonforfeiture law for life insurance and 
prior to the earlier of a specified date filed by a 
company with the commissioner in a written notice of the 
companies election to comply with this chapter or January 
1, 1989, provided that for any category of such policies 
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issued on fema l e risks, a ll modified net premiums and 
present va l ues referred to i n thi s chapter may be 
ca l cu l ated according to a n age not more than six years 
younge r t han t he ac t ua l age of the i nsured; and for such 
po l icies i ssued on or after the earlier of a spec i fied 
date filed by a company with the commissioner i n a wr i tten 
notice o f the companies elec t ion to comply with thi s 
chapte r or January 1 , 1989 : 

a. The comm i ssioners 1980 standard ordinary morta lity 
table ; 

b. At the election of one or more 

1980 standard ordinary mortality 
select mortalit factors; or 

c . Any ordinary mortality table , adopted after 1980 by 
the national association of insurance commissioners, 
that is approved by rule adopted by the commissioner 
for use in determining the minimum standard of 
valuat i on for such policies . 

2. For all policies of industrial life insurance issued on 
the standard basis, excluding any disability and 
accidental death benefits in such policies, the 
commissioners ' 1961 standard industrial mortality table or 
any industrial mortality table, adopted after 1980 by the 
national association of insurance commissioners, that is 
approved by rule adopted by the commissioner for use in 
determining the minimum standard of valuation for such 
policies . 

3. For total and permanent disability benefits in or 
supplementary to policies or contracts, the tables of 
period 2 disablement rates and the 1930 to 1950 
terminat i on rates of the 1952 disability study of the 
society of actuaries, with due regard to the type of 
benefit or an tables of disablement rates and termination 
rates, adopted after 1980 by the national association of 
insurance commissioners, that are approved by rule adopted 
by the commissioner for use in determining the minimum 
standard of valuation for such policies. Any such table 
shall, for active lives, be combined with a mortality 
table permitted for calculating the reserves for life 
insurance policies . 

4. For accidental death benefits in or supplementary to 
policies or contracts, the 1959 accidental death benefits 
table or any accidental death benefits table, adopted 
after 1980 b the national association of insurance 
commissioners, that is approved by rule adopted by the 
commissione r for use in determining the minimum standard 
of va l uation for such polic i es. Such t able shal l be 
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c ombined with a mortality tab le p ermi t t ed for calcul ating 
t he r eserves f or li fe i nsurance po l icies. 

5. For group l ife insurance, life insurance issued on the 
substandard basis and other special benefits , such tables 
as may be approved by the commissioner . 

SECTION 2. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Sect i on 26 -10.1 - 03 
amended and reenacted 

of 
to 

the North 
read as 

26 - 10 . 1-03. Minimum standards of valuation for annuities . 'ffie Except 
as provided in section 26 - 10.1 - 03.1, the minimum standards for the 
valuation of all individual annuity and pure endowment contracts, 
and for all annuities and pure endowments purchased under group 
annuity and pure endowment contracts, shal l be the commissioners ' 
reserve valuation methods defined in sections 26 - 10.1 - 04 and 
26 - 10.1 - 05 and the following tables and interest rates: 

1. For individual single premium immediate annuity contracts, 
excluding any disabi l ity and accident al death benefits in 
such contracts, the 1971 individual annuity mortality 
table or any i ndividual annuity morta l ity table, adopted 
after 1980 by the national association of insurance 
commissioners, that is approved by rule adopted by the 
commissioner for use in determining the minimum standard 
of valuation for such contracts, or any modification of 
~fi~s ~a~~e these tables approved by the commissioner, and 
seven and one - half percent interest. 

2. For individual annuity and pure endowment contracts, other 
than single premium immediate annuity contracts, excluding 
any disability and accidental death benefits in such 
contracts, the 1971 individual annuity mortality table or 
any individual annuity mortality table, adopted after 1980 
by the national association of insurance commissioners, 
that is approved by rule adopted by the commissioner for 
use in determining the minimum standard of valuation for 
such contracts, or any modification of ~fiis ~a~ ~ e these 
tables approved by the commissioner, and five and one - half 
percent interest for single premium deferred annuity and 
pure endowment contracts and four and one - half percent 
interest for all other such individual annuity and pure 
endowment contracts . 

3. For all annuities and pure endowments purchased under 
group annuity and pure endowment contracts, excluding any 
disability and accidental death benefits purchased under 
such contracts, the 1971 group annuity mortality table or 
any group annuity mortality table, adopted after 1980 bY 
the national association of i nsurance commissioners , that 
is approved by ru l e adopted by the commissioner for use in 
determining the minimum standard of valuation for such 
annuit i es and pure endowments, or any modi f ication o f ~fiis 
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~al:l l e these tables approved by the commissioner, 
and one - half percent interest . 

851 

and seven 
I 

SECTION 3 . Section 26 - 10 . 1 - 03 . 1 to the North Dakota Century 
Code is hereby created and enacted to read as fol l ows: 

26 - 10 . 1 - 03.1 Determination of standard for valuation -
Interest rates. The calendar year statutory valuation interest 
rates as defined in this section are: 

1 . The interest rates used in determining the minimum 
standard for the valuation of : 

a. All life insurance policies issued in a particular 
calendar year, on or after the earlier of a specified 
date filed by a company with the commissioner in a 
written notice of the companles election to comply 
with this chapter or January 1 , 1989. 

b. All individual annuity and pure endowment contracts 
issued in a particular calendar year on or after 
January 1, 1984. 

c. All annuities and pure endowments purchased in a 
particular calendar year on or after January 1, 1984 
under group annuity and pure endowment contracts. 

d. The net increase, if any, in a particular calendar 
year after January 1, 1984, in amounts held under 
guaranteed interest contracts . 

2 . The calendar year statutory valuatlon interest rates, I, 
shall be determined as follows and the results rounded to 
the nearer one - quarter of one percent: 

a. For life insurance : 

1'1 
I = .03 + W (R 1 - .03) + ;_lB

2 
- .09) 

b . For single premium immediate annuities and for annulty 
benefits involving life contingencies arising from 
other annuities with cash settlement options and from 
guaranteed interest contracts with cash settlement 
options: 
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I = .03 + W (R - .03) 
where R1 i s the lesser of R and .09, R

2 
is the greater 

of R and . 09, R is the reference i nte rest rate defined 
in this section, and W is the we ighting factor defined 
in this section. 

c. For other annuities with cash sett l ement options and 
guaranteed interest contracts with cash settlement 
options, valued on an issue year basis, except as 
stated in subdivision b, the formula for life 
insurance stated in subdivision a applies to annuities 
and guaranteed interest contracts with guarantee 
durations in excess of ten years and the formula for 
single premium immediate annuities stated in 
subdivision b applies to annuities and guaranteed 
interest contracts with guarantee duration of ten 
years or less . 

d . For other annuities with no cash settlement options 
and for guaranteed interest contracts with no cash 
settlement options, the formula for single premium 
immediate annuities stated in subdivision b applies. 

e. For other annuities with cash settlement options and 
guaranteed interest contracts with cash settlement 
options, valued on a change in fund basis, the formula 
for single premHtm immediate annuities stated in 
subdivision b applies. 

However, if the calendar year statutory valuation interest 
rate for any life insurance policies issued in any 
calendar year determined without reference to this 
sentence differs from the corresponding actual rate for 
similar policies issued in the immediately preceding 
calendar year by less than one - half of one percent, the 
calendar year statutory valuation interest rate for such 
life insurance policies shall be equal to the 
corresponding actual rate for the immediately preceding 
calendar year. For purposes of·appl y ing the immediately 
preced1ng sentence, the calendar year statutory valuation 
interest rate for life insurance policies issued in a 
calendar year shall be determined for 1980 (using the 
reference interest rate defined for 1979) and shall be 
determined for each subsequent calendar year regardless of 
when section 26 - 03 . 2 - 07 of the standard nonforfeiture law 
for life insurance becomes operative . 

3. The weighting factors referred to in the formulas in 
subsection 2 are given in the following tables: 

a. The weighting factors for life insurance are : 

Guarantee 
Duration Weighting 
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(Years ) 
10 or less 

CHAPTER 325 

More than 10, but not 

Factors 
. so 

more than 20 .4S 
More than 20 ~ 

853 

For life insurance, the guarantee duration is the 
maximum number of years the life insurance can remain 
in force on a basis guaranteed in the policy or under 
options to convert to plans of life insurance with 
premium rates or nonforfeiture va lues or both which 
are guaranteed in the original policy . 

b. The weighting factor for single premium immediate 
annuities and for annuity benefits involving life 
contingencies arising from other annuities with cash 
settlement options and guaranteed interest contracts 
with cash settlement options is : .80 

c . The weighting factors for other annuities and for 
guaranteed interest contracts, except as stated in 
subdivisi on b, are as specified in paragraphs 1, 2, 
and 3, according to the rules and definitions in 
paragraphs 4, S, and 6: 

(1) For annuities and guaranteed interest contracts 
valued on an issue year basis : 

Guarantee 
Duration 

(Years ) 
s or less 
More than S, but not 

more than 10 
More than 10, but 

not more than 20 
More than 20 

(2) For annuities and 
guaranteed interest 
contracts valued on 
a change in fund basis, 
the factors shown in 
(1) above increased 
~ 

(3) For annuities and 
guaranteed interest 
contracts valued on 
an issue year basis 
(other than those with 
no cash settlement 
opt ions ) which do not 
guarantee interest on 
considerations received 

~leighting Factor 
f or Plan Type 

A B c 
.80 .60 .so 

.7S .60 .so 

.6S . so .4S 

. 4S .3S . 3S 

.1S .2S .OS 
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more than one year a fte r 
issue o r purchase and 
for annuities and 
guaranteed i nterest 
contracts va l ued on a 
change in fund 
basis which do not 
guarantee interes t 
rates on considerat i ons 
rece i ved more 
than twelve months beyond 
the valuation date, 
the f actors shown in 
paragraph (1 ) or 
derived in paragraph (2 ) 

INSURANCE 

increased by ~·~0~5~--~·~0~5~--~·~0~5 

(4) For other annuities with cash settlement opt1ons 
and guaranteed interest contracts with cash 
settlement options, the guarantee duration is the 
number of years for which the contract guarantees 
interest rates in excess of the calendar year 
statutory valuation interest rate for life 
insurance policies with guarantee duration in 
excess of twenty years. For other annuities with 
no cash settlement options and for guaranteed 
interest contracts with no cash settlement 
options, the guarantee durat1on 1s the number of 
years from the date of issue or date of purchase 
to the date annuity benefits are scheduled to 
commence. 

(5) The plan type as used in the tables in this 
subsection is defined as follows: 

(a) Plan Type A: At any time the policyholder 
may withdraw funds only (1) with an 
adjustment to reflect changes in interest 
rates or asset values since receipt of the 
funds by the insurance company, (2) without 
such adjustment but in installments over 
five years or more, (3) as an immediate life 
annuity, or (4 ) no withdrawal permitted. 

(b) Plan Type B: Before exp1rat1on of the 
interest rate guarantee, the policyholder 
may withdraw funds only ( 1) with an 
adjustment to reflect changes in interest 
rates or asset values since receipt of the 
funds by the insurance company, (2 ) without 
such adjustment but in installments over 
five years or more, or (3) no withdrawal 
permitted. At the end of i nterest rate 
guarantee, funds may b e withdrawn without 
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such adjustment in a single sum or 
installments over less than five years. 

( c) Plan Type C: The policyholder may withdraw 
funds before expiration of interest rate 
guarantee in a single sum or installments 
over less than five years either (1) without 
adjustment to reflect changes in interest 
rates or asset values since receipt of the 
funds by the insurance company, or (2) 
subject only to a fixed surrender charge 
stipulated in the contract as a percentage 
of the fund. 

(6) A company may elect to value guaranteed interest 
contracts with cash settlement options and 
annuities with cash settlement options on either 
an issue year basis or on a change in fund basis. 
Guaranteed interest contracts with no cash 
settlement options and other annuities with no 
cash settlement options must be valued on an 
issue year basis. As used in this section, an 
issue year basis of valuation refers to a 
valuation basis under which the interest rate 
used to determine the minimum valuation standard 
for the entire duration of the annuity or 
guaranteed interest contract is the calendar year 
valuation interest rate for the year of issue or 
year of purchase of the annuity or guaranteed 
interest contract, and the change in fund basis 
of valuation refers to a valuation basis under 
which the interest rate used to determine the 
minimum valuation standard applicable to each 
change in the fund held under the annuity or 
guaranteed interest contract is the calendar year 
valuation interest rate for the year of the 
change in the fund. 

4. The reference interest rate referred to in subsection 2 is 
defined as follows: 

a. For all life insurance, the lesser of the average over 
a period of thirty - six months and the average over a 
period of twelve months, ending on June thirtieth of 
the calendar year next preceding the year of issue, of 
Moody ' s corporate bond yield average - monthly average 
corporates, as published by Moody's investors service, 
incorporated. 

b. For single premium immediate annuities and for annuity 
benefits involving life contingencies arising from 
other annuities with cash settlement options and 
guaranteed interest contracts with cash settlement 
options, the average over a period of twelve months, 
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ending on June thirtieth of the calendar year of issue 
or year of purchase, of Moody's corporate bond yield 
average - month ly average corporates, as published by 
Moody ' s investors servi ce, incorporated. 

c. For other annuities with cash settlement options and 
guaranteed interest contracts with cash settlement 
options , valued on a year of issue basis, except as 
stated in subdivision b with guarantee duration in 
excess of ten years, the lesser of the average over a 
period of thirty- six months and the average over a 
period of twelve months, ending on June thirtieth of 
the calendar year of issue or purchase, of Moody's 
corporate bond yield average monthly average 
corporates, as published by Moody's investors service, 
incorporated. 

d. For other annuities with cash settlement options and 
guaranteed interest contracts with cash settlement 
options, valued on a year of issue basis, except as 
stated in subdivision b with guaranteed duration of 
ten years or less, the average over a period of twelve 
months, ending on June thirtieth of the calendar year 
of issue or purchase, of Moody's corporate bond yield 
average - monthly average corporates, as published by 
Moody's investors service, incorporated. 

e. For other annuities with no cash settlement options 
and for guaranteed interest contracts with no cash 
settlement options, the average over a period of 
twelve months, ending on June thirtieth of the 
calendar year of issue or purchase, of Moody's 
corporate bond yield average monthly average 
corporates, as published by Moody's investors service, 
incorporated. 

f. For other annuities with cash settlement options and 
guaranteed interest contracts with cash settlement 
options, valued on a change 1n fund bas1s, except as 
stated in subdivision b the average over a period of 
twelve months, ending on June thirtieth of the 
calendar year of the change in the fund, of Moody's 
corporate bond yield average monthly average 
corporates, as published by Moody's investors service, 
incorporated. 

5. If Moody's corporate bond yield average - monthly average 
corporates is no longer published by Moody's investors 
service, incorporated, or if the national association of 
insurance commissioners determines that Moody's corporate 
bond yield average monthly average corporates as 
published by Moody's investors service, incorporated is no 
longer appropriate for the determination of the reference 
interest rate, then an alternative method for 
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determination of the reference interest rate, which is 
adopted by the national association of insurance 
commissioners and approved by rule adopted by the 
commissioner, may be substituted. 

SECTION 4. AMENDMENT. Section 26-10.1-04 
amended and reenacted 

of 
to 

the North 
read as Dakota Century Code is hereby 

follows: 

26-10.1-04. Reserves by commissioners' reserve valuation method. 
Except as otherwise provided in sections 26-10.1-05 and 26-10.1-08, 
reserves according to the commissioners' reserve valuation method, 
for the life insurance and endowment benefits of policies providing 
for a uniform amount of insurance and requiring the payment of 
uniform premiums, shall be the excess, if any, of the present value, 
at the date of valuation, of such future guaranteed benefits 
provided by such policies, over the then present value of any future 
modified net premiums therefor. The modified net premiums for any 
such policy shall be such uniform percentage of the respective 
contract premiums for such benefits that the present value, at the 
date of issue of the policy, of all such modified net premiums shall 
be equal to the sum of the then present value of such benefits 
provided by the policy and the excess of 1 over 2 as follows: 

1. A net level annual premium equal to the present value, at 
the date of issue, of such benefits provided after the 
first policy year, divided by the present value, at the 
date of issue, of an annuity of one per year payable on 
the first and each subsequent anniversary of such policy 
on which a premium falls due; provided, however, that such 
net level annual premium shall not exceed the net level 
annual premium on the nineteen-year premium whole life 
plan for insurance of the same amount at an age one year 
higher than the age at issue of such policy. 

2. A net one-year term premium for such benefits provided in 
the first policy year. 

However, for any life insurance policy issued on or after 
January 1, 1987, for which the contract premium in the first policy 
year exceeds that of the second year and for which no comparable 
additional benefit is provided in the first year for such excess and 
which provides an endowment benefit or a cash surrender value or a 
combination thereof in an amount greater than such excess premium, 
the reserve according to the commissioners reserve valuation method 
as of any policy anniversary occurring on or before the assumed 
ending date defined herein as the first policy anniversary on which 
the sum of any endowment benefit and any cash surrender value then 
available is greater than such excess premium shall, except as 
otherwise provided in section 26-10.1-08, be the greater of the 
reserve as of such policy anniversary calculated as described in 
this section and the reserve as of such policy anniversary 
calculated as described in this section, but with (a) the value 
defined in subsection 1 being reduced by fifteen percent of the 
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amount of such excess first year premium; (b) all present va lues of 
benefits and premiums being determined without reference to premiums 
o r benefits provided for by t he policy after the assumed ending 
date; (c) the policy being assumed to mature on such date as an 
endowment; and (d) the cash surrender value provided on such date 
being considered as an endowment benefit. In making the above 
comparison the mortality and interest bases stated in sections 
26 - 10.1 - 02 and 26 - 10 . 1 - 03.1 shall be used. 

Reserves according to the commissioners' reserve valuation 
method for: (a) life insurance policies providing a varying amount 
of insurance or requiring the payment of varying premiums; (b) group 
annuity and pure endowment contracts purchased under a retirement 
plan or plan of deferred compensation, established or maintained by 
an employer (including a partnership or sole proprietorship) or by 
an employee organization, or by both, other than a plan providing 
individual retirement accounts or individual retirement annuities 
under section 408 of the Internal Revenue Code, as now or hereafter 
amended; (c) disability and accidental death benefits in all 
policies and contracts; and (d) all other benefits, except life 
insurance and endowment benefits in life insurance policies and 
benefits provided by all other annuity and pure endowment contracts, 
shall be calculated by a method consistent with the principles of 
the preceding pa~a~~aph paragraphs of this section. 

SECT ION 5. AM ENDMEN T . Section 26 -10.1- 05 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows : 

26-1 0 . 1- 05. Reserves by commiss ioners ' a nnuit y reserve meth od. This 
section shall apply to all annuity and pure endowment contracts 
exeep~ other than group annuity and pure endowment contracts 
purchased under a retirement plan or plan of deferred compensation, 
established or maintained by an employer (i ncluding a partnership or 
sole proprietorship) or by an employee organization, or by both, 
other than a plan providing individual retirement accounts or 
individual retirement annuities under section 408 of the Internal 
Revenue Code of 1954, as now or hereafter amended . 

Reserves according to the commissioners ' annuity reserve 
method for benefits under annuity or pure endowment contracts, 
excluding any disability and accidental death benefits in such 
contracts, shall be the greatest of the respective excesses of the 
present values, at the date of valuation, of the future guaranteed 
benefits, including guaranteed nonforfeiture benefits, provided for 
by such contracts at the end of each respective contract year, over 
the present value, at the date of valuation, of any future valuation 
considerations derived from future gross considerations, required by 
the terms of such contract, that become payable prior to the end of 
such respective contract year . The future guaranteed benefits shall 
be determined by using the mortality tables, if any, and the 
interest rate, or rates, speci fied in such contracts for determining 
guaranteed benefits. The valuat ion considerations are the portions 
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of the respective gross considerations applied under the terms of 
such contracts to determine nonforfeiture values. 

SECTION 6. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26-10.1-06 
amended and reenacted 

of 
to 

the North 
read as 

26-10.1-06. Minimum aggregate reserves. In no event shall a 
company's aggregate reserves for all life insurance policies, 
excluding disability and accidental death benefits, issued on aRa or 
after July 1, 1977, be less than the aggregate reserves calculated 
in accordance with the methods set forth in sections 26-10.1-04, 
26-10.1-05, and 26-10.1-08 and the mortality table or tables and 
rate or rates of interest used in calculating nonforfeiture benefits 
for such policies. 

SECTION 7. AMENDMENT. Section 26-10.1-07 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-10.1-07. Minimum aggregate reserves. Reserves for all policies 
and contracts issued prior to July 1, 1977, may be calculated, at 
the option of the company, according to any standards which produce 
greater aggregate reserves for all such policies and contracts than 
the minimum reserves required by the laws in effect immediately 
prior to such date. 

Reserves for any category of policies, contracts, or benefits, 
as established by the commissioner, issued on or after July 1, 1977, 
may be calculated, at the option of the company, according to any 
standards which produce greater aggregate reserves for such category 
than those calculated according to the minimum s~aRaa~as standard 
herein provided, but the rate or rates of interest used for policies 
and contracts, other than annuity and pure endowment contracts, 
shall not be higher than the corresponding rate or rates of interest 
used in calculating any nonforfeiture benefits provided therein. 
Any such company which at any time shall have adopted any s~aRaar·as 

standard of valuation producing greater aggregate reserves than 
those calculated according to the minimum s~aRaa~as standard herein 
provided may, with the approval of the commissioner, adopt any lower 
s~aRaa~as standard of valuation, but not lower than the minimum 
herein provided. 

SECTION 8. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26-10.1-08 
amended and reenacted 

of 
to 

the North 
read as 

26-10.1-08. Minimum reserve where net premium exceeds gross premium. 
If in any contract year the gross premium charged by any life 
insurance company on any policy or contract is less than the 
valuation net premium for the policy or contract calculated by the 
method used in calculating the reserve thereon but using the minimum 
valuation standards of mortality and rate of interest, the minimum 
reserve required for such policy or contract is the greater of 
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either the reserve calculated according to the mortality table, rate 
of interest, and method actually used for such policy or contract, 
or the reserve calculated by the method actually used for such 
policy or contract but using the minimum valuation standards of 
mortality and rate of interest and replacing the valuation net 
premium by the actual gross premium in each contract year for which 
the valuation net premium exceeds the actual gross premium . The 
minimum valuation standards of mortality and rate of interest 
referred to in this section are those standards stated in sections 
26 - 10 . 1 - 02 and 26 - 10.1 - 03.1 . 

However, for any life insurance policy issued on or after 
Januar 1, 1987, for which the gross premium in the first policy 
year exceeds that of the second year and for wh1ch no comparable 
additional benefit is rovided in the first ear for such excess and 
which provides an endowment benefit or a cash surrender value or a 
combination thereof in an amount greater than such excess premium, 
the foregoing provisions of this section shall be applied as if the 
method actually used in calculating the reserve for such policy were 
the method described in section 26 - 10.1 - 04, ignoring the second 
paragraph of section 26 - 10 . 1 - 04. The minimum reserve at each policy 
ann1versary of such a policy shall be the greater of the minimum 
reserve calculated in accordance with section 26 - 10 . 1 - 04, including 
the second paragraph of that section, and the minimum reserve 
calculated in accordance with this section. 

SECTIO N 9 . Section 26 - 10.1 - 09 to the North Dakota Century 
Code is hereby created and enacted to read as follows: 

26 - 10.1 - 09. Future In the case 

insurance com an based on then estimates of future ex erience, or 
in the case of any plan of life insurance or annuity which is of 
such a nature that the minimum reserves cannot be determined by the 
methods described in sections 26 - 10.1 - 04, 26 - 10.1 - 05, and 
26 - 10.1 - 08, the reserves which are held under any such plan must be 
~priate in relation to the benefits and the pattern of premiums 
for that lan, and must be com uted b a method which is consistent 
with the principles of this standard valuation law, as determined by 
rules adopted by the commissioner. 

Approved March 10, 19 83 
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CHAPTER 326 

HOUSE BILL NO. 1227 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

INSURANCE LICENSE REQUIREMENTS 

861 

AN ACT to create and enact section 26-17.1-13.1 of the North Dakota 
Century Code, relating to renewal of appointments and annual 
fees; and to amend and reenact sections 26-17.1-06, 
26-17.1-07, 26-17.1-12, 26-17.1-13, 26-17.1-14, 26-17.1-15, 
26-17.1-18, 26-17.1-20, 26-17.1-28, 26-17.1-31, 26-17.1-32, 
26-17.1-33, 26-17.1-35, 26-17.1-41, and 26-17.1-42 of the 
North Dakota Century Code, relating to the qualifications and 
procedures for th8 licensing of insurance agents, insurance 
brokers, surplus lines insurance brokers, insurance 
consultants, and limited insurance representatives; and to 
provide a penalty. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 26-17.1-06 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-06. Acting as insurance agent, insurance broker, surplus lines 
insurance broker, or limited insurance representative without license prohibited -
Penalty. No person, partnership, association, or corporation shall 
act as or hold himself out to be an insurance agent, insurance 
broker, surplus lines insurance broker, limited insurance 
representative, or consultant unless duly licensed. No insurance 
agent, insurance broker, surplus lines insurance broker, or limited 
insurance representative shall make application for, procure, 
negotiate for, or place for others, any policy for any lines of 
insurance as to which he is not then qualified and duly licensed. 
No insurance agent or limited insurance representative shall place a 
policy of insurance with any insurer as to which he does not then 
hold a license as an insurance agent or limited insurance 
representative under this chapter. Any person violating this 
section is guilty of a class B misdemeanor. 

SECTION 2. AMENDMENT. Section 26-17.1-07 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 
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26-17.1-07. Qualification for license Lines of insurance. An 
insurance agent, ins urance broker, or surplus lines insurance broker 
may receive qualification for a license in one or more of the 
following line s: 

1. Life insurance and annuity contracts. 

2. Sickness, accident, and health. 

3. Credit life insurance and credit accident and health. 

4 . Fire and allied lines . 

5. Vehicle liability and vehicle physical damage insurance . 

6. Comprehens i ve personal and general liability coverage . 

7. Marine and transportation. 

8. Credit and mortgage guarantee insurance. 

9. Burglary and theft insurance. 

10. Crop insurance. 

11. Bail bonds. 

12 . Fidelity and surety insurance. 

13. Homeowners' and farmowners' multiple peril insurance . 

14. Commercial multiple peril insurance. 

15. Property and casualty insurance sold in connection with a 
credit transaction. 

16. Industrial fire . 

17 . Legal expense insurance . 

18 . Variable annuities and variable life insurance. 

19. Title insurance. 

SECTION 3. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 -17.1 -1 2 of the North 
amended and reenacted to read as 

26-17.1-12 . Contents of license --b:i:eel'\se te S)'ee:i:fy 8.)3)38:i:l'lt:i:l'l~ 
:i:!'ls~~e~. The license shall state the name, resident address, social 
security or IRS identification number of the licensee, date of 
issue, ~el'lewa± e~ eH)':i:~at:i:el'l aate 7 and the line or lines of 
insurance covered by the license, and provide such other info rmation 
as the commissioner deems proper for inclusion in the license. ~fie 
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!~eeRse ef aR ~Rs~~aRee a~eR~ e~ !~M~~ea ~Rs~~aRee ~e~~eseR~a~~~e 

sfia!! s~ee~fy ~fie Raffie ef ~fie ~a~~~e~!a~ ~Rs~~e~ ey wfi~efi ~fie 

!~eeRsee ~s a~~e~R~ea~ An insuranc e a gent or limited ins urance 
repre s entativ e may represent as many insurers a s may appo int him in 
acc o rdanc e with this chapter. 

* SECTION 4. AMENDMENT. Sec ti o n 26 -1 7. 1-13 o f the North 
Dakota Century Code is hereby amended a n d re e n ac t e d to read as 
follow s: 

26-17.1-13 . Term of license . AB: !-i:eeHses ~sstiea ~ti~Stial'l~ ~e 
~fioi:s efia~~e~ sfia!! eeR~~R~e oi:H fe~ee Re~ !eR~e~ ~fiaH ~wel~e MeR~fis 7 
e~~ sfia!! eH~~~e as ef !2~9! a~ ffi~ eft ~fie foi:~s~ aay ef ~ay ReH~ 
fel!eW~R~ aa~e ef ~SS~a!'lee ~l'lless ~fie l-i:ee!'lsee ~~~e~ ~fie~e~e fias 
f~lea w~~fi ~fie eeMM-i:ssoi:eRe~ 7 eR fe~Ms ~~ese~-i:eea aRe f~~Roi:sfiea ey 
fioi:M 7 a ~e~~es~ fe~ ~eRewal ef s~efi loi:eeRse fe~ aR eHs~~l'l~ ~wel~e

ffieR~fi ~e~-i:ea~ s~efi ~e~~es~ Mtis~ ee aeeeM~aR~ea ey ~ayMel'l~ ef ~fie 

~eRewal fee as ~~e~oi:aea oi:R see~oi:eR 26-9i-94~ Li cen s e s issued 
pursuant to thi s c hapter s h a ll conti nue i n f orce in p erpetui t y 
u nl ess : 

1 . The li cense i s revoke d , susp end ed, or t ermin a t e d by t he 
commi ss i o n e r of i nsu rance ; 

2. The licensee vo l unt ar i ly consents to the r evocation, 
suspen s i on , o r termi nat i o n of hi s l icense; 

3 . The l i censee is deceased or i n t h e case of a corporat i on 
or partnershi p, the l i censee i s disso l ved, conso l idated, 
merge d , or oth erwise has ceased to e xi s t ; 

4. Th e licensee n o l onger meets the residence r equ i rements o f 
sect i on 26 -17.1- 20 ; 

5. The agent or l imited insurance representative i s 
terminated o r nonrenewed b y a ll appo i n t ing insurers; 

6 . The broker o r surp l us l i n es broker has fai l e d t o maintain 
a bond as r e qu i red b y sect i on 26 -1 7 . 1- 17, has fa i led to 
maintain a reside n t or nonresident insurance agents 
l i cense as required b y section 26 -1 7. 1-18, or has failed 
to pay the annual renewa l f ee t o t he commissioner ; or 

7. The consultant has failed to pay the annual renewal fee to 
the commissione r . 

SECTION 5. Section 26 - 17 . 1 -1 3 .1 of the North Dakota Century 
Code is hereby created and enacted to read as fo l lows : 

26 -1 7 . 1 - 13. 1 . Renewal of appo intments and l ic e nses - Annua l 
f ee . An appo1ntment of an agent or l im i ted insurance representative 
and the l icense o f a broker, surplu s lines broker or consultant 
terminates upon failure to pay before May f i rst the p r escribed 

* NOTE: Section 26-17.1-13 was also amended by section 19 of 
House Bill No. 1055, chap t e r 319. 
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annua l renewal fee. Thi s section also applies to all licenses 
issued pursuant to section 26-17. 1-09. 

SECTION 6 . AMENDMENT. Section 26 -1 7 .1-14 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows : 

No license as an 26 - 17 . 1- 14 . Exceptions to licensing requirements . 
ins urance agent, insurance broker, surplus line s insurance 
or limi ted insurance representative shall be required 
following: 

broker, 
of the 

1. Any regular salaried officer or employee of an insurance 
company, licensed insurance agent, insurance broker, 
surplus lines insurance broker, or limited insurance 
representative if such officer 's or employee ' s duties and 
responsibilities do not include the negotiation or 
solicitation of insurance. 

2. Persons who secure and furnish information for the purpose 
of group or wholesale life insurance, annuities, or group, 
blanket, or franchise health insurance, or for enrolling 
individuals under such plans or issuing certificates 
thereunder or otherwise assisting in administering such 
plans, where no commission is paid for such service. 

3 . Employers or their officers or employees or the trustees 
of any employee trust plan, to the extent that such 
employers, officers, employees, or trustees are engaged in 
the administration or operation of any program of employee 
benefits for their own employees or the employees of their 
subsidiaries or affiliates involving the use of insurance 
issued by a licensed insurance company, provided, that 
such employers, officers, employees, or trustees are not 
in any manner compensated, directly or indirectly, by the 
insurance company issuing such insurance. 

4. Employees of a creditor who enrolls debtors under a group 
policy; provided, that such employees receive no 
commission or other compensation directly related to such 
enrollment. 

SECTION 7. AMENDMENT . Section 26 - 17 . 1 - 15 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17. 1- 15 . License requirements - Application - Appointment by company 
- Age. Application shall be made to the commissioner by the 
applicant on a form prescribed by the commissioner. 

The application for an insurance agent or limited insurance 
representative license shall be accompanied by a written 
appointment . Such appointment shall be made by an officer of the 
insurer designating the applicant as an insurance agent or limited 
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insurance representative for such lines of insurance as the 
applicant will be authorized to write for said insurer. All 
appointments for any licensee shall be submitted on behalf of the 
appointing insurer, on a form prescribed by the commissioner, and 
shall remain in force until 12:01 a.m. on the annual renewal date 
wfi~sfi sfia~~ ee May ~. 

Every applicant for an insurance agent or limited insurance 
representative license under this chapter, except a partnership or 
corporation, must be eighteen years or more of age. 

SECTION 8. AMENDMENT. Section 26-17.1-18 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-18. License requirement Insurance brokers- Experience. 
Each applicant for an insurance broker's license must have had not 
less than two years' experience as an insurance agent or in 
comparable employment for an insurance company, agency, or brokerage 
firm during the three years immediately next preceding the date of 
application and must hold and maintain a resident or nonresident 
insurance agent's license in this state. The application for an 
insurance broker's license must be accompanied by an affidavit from 
the employer or insurer to the effect that the applicant was so 
engaged in such required responsible insurance duties. 

SECTION 9. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26-17.1-20 of the North 
amended and reenacted to read as 

26-17.1-20. License requirement Residency - Election of residency -
When void --WfieR ~es~eeR~ ~~eeRsee a~~ewee ~e fie~e ~es~eeR~ ~~eeRse 
f~em aRe~fie~ s~a~e. An applicant may qualify as a resident if he 
resides in this state or maintains his principal place of business 
in this state. Any license issued pursuant to any such application 
claiming residency for licensing purposes, as defined herein, in 
this state shall constitute an election of residency in this state 
and shall be void if the licensee, while holding a resident license 
in this state, also holds or makes application for a license in, or 
thereafter claims to be a resident of, any other state or other 
jurisdiction or ceased to be a resident of this state, ~~ev~eee7 
fieweve~, ~f ~fie a~~~~eaR~ ~s a ~es~eeR~ ef a eemm~R~~y e~ ~~aee 
a~ea7 ~fie ae~ee~ ef wfi~efi ~s eeR~~ey~e~s w~~fi ~fie s~a~e ~~Re ef ~fi~s 
s~a~e 7 ~fie a~~~~eaR~ may ~~a~~fy as a ~es~eeR~ ~R s~efi s~a~es aRe 
fie~e a ~~eeRse f~em eaefi s~a~e. 

SECTION 10. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26-17.1-28 
amended and reenacted 

of 
to 

the North 
read as 

26-17.1-28. Examination - Individuals. Af~e~ eem~~e~~eR aRe f~~~Rey 
ef ~fie a~~~~ea~~eR w~~fi ~fie eemm~ss~eRe~, eHee~~ Except as provided 
in section 26-17.1-35, the commissioner shall subject each applicant 
for license as an insurance agent, insur~nce broker, surplus lines 
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insurance broker, consultant, or l imited insurance representative to 
a written examination as to his competence to act as such licensee 
which he must personally take and pass to the satisfaction of the 
commissioner. 

SECTION 11 . AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 17.1- 31 
amended and reenacted 

of 
to 

the North 
read as 

26-17 . 1-31. Examination - Lines of insurance - Time a nd place - Duties 
of commi ssio ne r. AB: tfie 'H:Res ef :i:RS<H'B.Ree wfi:i:efi tfie B.~~ 'HeB.Rt 
~~e~eses te t~B.RsB.et ~Rae~ tfie ±:i:eeRse B.~~±:i:ee fe~ sfiB.±± fiB.ve B. 
se~B.~B.te eHB.ffi:i:RB.t:i:eR~ 

Examination for licensing shall be at such reasonable times 
and places as are designated by the commissioner B.Re s~efi t:i:ffies B.Re 
~±B.ees sfiB.±± ee ffiB.ee ~~e±:i:e s:i:xty eB.ys B.fte~ tfie effeet:i:ve eB.te ef 
tfi:i:s efiB.~te~. 

The commissioner shall give, conduct, 
examinations in a fair and impartial manner 
discrimination as between individuals examined. 

and grade all 
and without 

The applicant must pass the examination with a grade 
determined by the commissioner to indicate satisfactory knowledge 
and understanding of the ±iRe e~ ±:i:Res area of insurance for which 
the applicant seeks qualification. Within ten days or as soon as is 
reasonable after the examination, the commissioner shall inform the 
applicant and the appointing insurer, where applicable, as to 
whether or not the applicant has passed. Formal evidence of said 
licensing shall be issued by the commissioner to the licensee within 
a reasonable time. 

SEC T ION 12. AMENDM ENT. 
Dakota Century Code is hereby 
follows : 

Section 26 - 17.1 - 32 
amended and reenacted 

of 
to 

the North 
read as 

26- 17. 1-32. Examin at io n Fa ilu re t o pass. An applicant 
fa~led to pass the first examination for the license applied 
tB.ke B. seeeRe retake the examination B.fte~ B. tfi:i:~ty - eB.y 

~e~:i:ee. Examination fees for subsequent examinations shall 
waived. 

who has 
for may 
WB.:i:t:i:R'f 
not be 

AR B.~~±:i:eB.Rt wfie fiB.s fB.:i:±ee te ~B.ss tfie f:i:~st twa eHB.ffi:i:RB.t:i:eRs 
fe~ tfie ±:i:eeRse B.~~±:i:ee fe~ w:i:±± Ret ee ~e~ffi:i:ttee te tB.ke B. 
s~ese~~eRt eHB.ffi:i:RB.t:i:eR ~Rt:i:± tfie ex~:i:~B.t:i:eR ef s:i:x ffieRtfis B.fte~ tfie 
±B.st ~~ev:i:e~s exB.ffi:i:RB.t:i:eR~ 

SECTION 13. AMEN DME NT Section 26 - 17 . 1 - 33 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26 - 17 . 1-33 . Denial of lice nse - Not ifi cation of appli cant - No refund of 
appointme nt fe e. If the commissioner finds that the applicant has not 
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fully met the requirements for licensing, he shall refuse to issue 
the license and promptly notify the applicant and the appointing 
insurer, in writing, of such denial, stating the grounds therefor. 

~f a i~eeBse ~s ref~sea7 ~fie eeffiffi~ss~eBer sfiaii ~reffi~~iy 
ref~Ba ~fie a~~e~B~ffieB~ fee ~eBaerea w~~fi ~fie i~eeBse a~~i~ea~~eB~ 

All e~fier fees accompanying the application for license as insurance 
agent, insurance broker, surplus lines insurance broker, consultant, 
and limited insurance representative shall be deemed earned and 
shall not be refundable. 

SECTION 14. AMENDMENT. Section 26-17.1-35 of the North 
Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-17.1-35. Exemption from examination. The following shall be 
exempt from the requirement for a written examination: 

1. Any applicant for a license covering the same line or 
lines of insurance for which the applicant was licensed 
under a like resident license in this state, other than a 
temporary license, within the twelve months next preceding 
the date of application, unless such previous license was 
revoked or suspended or continuation thereof was refused 
by the commissioner. 

2. An applicant who has been licensed under a like license in 
another state within twelve months prior to his 
application for a license in this state, and who files 
with the commissioner the certificate of the public 
official having supervision of insurance in such other 
state as to the applicant's license and good standing in 
such state; provided, however, such applicant shall be 
required to take that portion of the examination 
pertaining to rules, regulations, and state laws. A 
facsimile signature and seal of the certifying public 
official will be deemed sufficient. 

3. An applicant who has attained the designation of chartered 
life underwriter shall only be required to take that 
portion of the examination for i~Be lines 1 and 18 
pertaining to rules, regulations, and state laws. 

4. An applicant who has attained the designation of chartered 
property and casualty underwriter shall only be required 
to take that portion of the examination for lines 2 
through i6 17 pertaining to rules, regulations, and state 
laws. -

SECTION 15. AMENDMENT. 
Dakota Century Code is hereby 
follows: 

Section 26-17.1-41 
amended and reenacted 

of 
to 

the North 
read as 



868 CHAPTER 326 INSURANCE 

26-17 . 1-41 . Insurance consultant - Term of license - Denial, revocation, 
or suspension of license - Duties of consultant. Such l icense shall be 
valid fe ~ Re~ ~ eR~e~ ~fiaR ~we!ve ffi6R~fis aRe ffiay ee ~eRewee aRR~a~!y 
aRe ex~eReee ~R ~fie s affie ffiSRRe~ as aR ~Rs~~aRee a~eR~ ~ s ~~ e eRse in 
perpetuity by remittance of an annua l fee. 

Al l requirements and standards relating to the denia l , 
revocation , or suspension of an insurance agent ' s license, including 
pena l ties, shall app l y to the den i a l, revocation, and suspension of 
an insurance consultant ' s l icense as nearly as practicable . 

A consultant is obligated under his license to serve with 
objectivity and complete loyalty the interests of his client alone 
and to render his client such information, counsel, and service as 
within the knowledge, understanding, and opinion, in good faith of 
the licensee, best serves the client ' s insurance needs and 
interests. 

SECTION 16. AMENDMENT . 
Dakota Century Code is hereby 
follows: 

Section 26 - 17.1 - 42 
amended and reenacted 

of 
to 

the North 
read as 

26-17.1-42 . License denial , nonrenewal , or termination- Grounds . The 
commissioner may suspend, revoke, or refuse to continue e~ ~eRew or 
refuse to issue any license issued under this chapter if, after 
notice to the licensee a Re ~fie ~ Rs~~er rep~eseR~ee and hearing, he 
finds as to the licensee any one or more of the following 
conditions : 

l. Any materially 
application . 

untrue statement in the license 

2. Any cause for which issuance of the license could have 
been refused had it then existed and been known to the 
commissioner at the time of issuance. 

3. Violation of, or noncompliance with, any insurance laws, 
or for violation of any lawful rules, regulation, or order 
of the commissioner or of a commissioner of another state. 

4. Obtaining or attempting to obtain any such license through 
misrepresentation or fraud. 

5 . Improperly withholding, misappropriating, or converting to 
his own use any moneys belonging to policyholders, 
insurers, beneficiaries, or others received in the course 
of his insurance business. 

6. Misrepresentation of the terms of any actual or proposed 
insurance contract. 

7. Conviction of an offense determined by the commissioner to 
have a direct bearing upon a person ' s abi l ity to serve the 
publ i c as an i nsurance agent, broker, representat i v e , or 
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consultant, or the commissioner finds, after conviction of 
an offense, that the person is not sufficiently 
rehabilitated under section 12.1-33-02.1. 

8. The licensee has been found guilty of any unfair trade 
practice or fraud defined in this title. 

9. In the conduct of his affairs under the license, the 
licensee has used fraudulent, coercive, or dishonest 
practices, or has shown himself to be incompetent, 
untrustworthy, or financially irresponsible. 

10. His license has been suspended or revoked in any other 
state, province, district, or territory. 

11. Such licensee has forged another's name to an application 
for insurance. 

12. Such applicant has been found to have been cheating on an 
examination for an insurance license. 

13. Such licensee has been found to have knowingly solicited, 
procured, or sold unnecessary, or excessive insurance 
coverage to any person. 

Approved March 4, 1983 
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CHAPTER 327 

HOUSE BILL NO . 1226 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

INSURANCE 

LIFE OR HEALTH INSURANCE ADMINISTRATORS 

AN ACT to create and enact chapter 26-1 7 . 2 of the North Dakota 
Century Code, relating to administrators of life or health 
insurance coverage or annuities; and to provide a penalty. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1 . Chapter 26 - 17 . 2 of the North Dakota Century Code 
is hereby created and enacted as follows: 

26-17 . 2- 01 . Administrator defined . Wherever the term 
" administrator" is used in this chapter, it shall be defined as any 
person who collects charges or premiums from, or who adjusts or 
settles claims on, residents of this state in connection with life 
or health insurance coverage or annuities other than: 

l . An employer on behalf of its employees or the employees of 
one or more subsidiary or affiliated corporations of such 
employer; 

2. A union on behalf of its members ; 

3. An insurance company, health maintenance organization, 
nonprofit medical, hospital, dental or vision service 
corporation which is either licensed in this state or 
acting as an insurer with respect to a policy lawfully 
issued and delivered by it in and pursuant to the laws of 
a state in which the insurer was authorized to do an 
insurance business or prepaid medical, hospital, dental or 
vision care p l an including thei r sales representatives 
licensed in this state when engaged in the performance of 
their duties as such; 

4. A life or health agent or broker licensed in this state, 
whose activities are limited exclusively to the sale of 
i nsurance ; 
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A creditor on behalf of its 
insurance covering a debt between 
debtors; 

871 

debtors with respect to 
the creditor and its 

6. A trust, its trustees, agents, and employees acting 
thereunder, established in conformity with 29 U.S.C. 186; 

7. A trust exempt from taxation under Section SOl (a) of the 
United States Internal Revenue Code of 1954 as amended, 
its trustees, and employees acting thereunder, or a 
custodian, its agents and employees acting pursuant to a 
custodian account which meets the requirements of Section 
401 (f) of the United States Internal Revenue Code of 1954 
as amended; 

8. A bank, credit union, or other financial institution which 
is subject to supervision or examination by federal or 
state banking authorities; 

9. A credit card issuing company which advances for and 
collects premiums or charges from its credit cardholders 
who have authorized it to do so, provided such company 
does not adjust or settle claims; or 

10. A person who adjusts or settles claims in the normal 
course of his practice or employment as an attorney at 
law, and who does not collect charges or premiums in 
connection with life or health insurance coverage or 
annuities. 

26-17.2-01.1. Insurer defined. Wherever the term "insurer" is 
used in this chapter, it shall be defined as any corporation, 
association, benefit society, partnership or individual, including 
self-insurers, engaged as principals in the business of annuities or 
life or health insurance. 

26-17.2-02. Written agreement necessary. No administrator shall 
act as such without a written agreement between the administrator 
and the insurer, and such written agreement shall be retained as 
part of the official records of both the insurer and the 
administrator for the duration of the agreement and five years 
thereafter. Such written agreement shall contain provisions which 
include the requirements of sections 26-17.2-04, 26-17.2-05, 
26-17.2-06, 26-17.2-07, 26-17.2-08, and 26-17.2-09 except insofar as 
those requirements do not apply to the functions performed by the 
administrator. 

Where a policy is issued to a trustee or trustees, a copy of 
the trust agreement and any amendments thereto shall be furnished to 
the insurer by the administrator and shall be retained as part of 
the official records of both the insurer and the administrator for 
the duration of the policy and five years thereafter. 
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26- 17.2-03 . Payment to administrator. Whenever an insurer utilizes 
the services of an administrat o r under t he terms o f a wr i tten 
contract as required in sec ti o n 26 -17.2 - 02, the payment to the 
administrator o f any premiums o r cha rge s fo r insurance by or on 
behalf of the insured shall be deemed to have been received by the 
insurer, and the payment of return premiums or clai ms by the insurer 
to the administrator shall not be deemed payment to the insured or 
claimant until such payments are received by the insured or 
claimant . Nothing herein sha l l limit any right of the insurer 
against the administrator resul t ing from its failure to make 
payments to the insurer, insureds, or claimants. 

26 - 17 .2- 04 . Mainte nan ce of information. Every administrator shall 
maintain at its principal administrative office for the duration of 
the written agreement referred to in section 26 - 17.2 - 02 and five 
years thereafter adequate books and records of all transactions 
between it, insurers and insured persons. Such books and records 
shall be maintained in accordance with prudent standards of 
insurance recordkeeping. The commissioner shall have access to such 
books and records for the purpose of examination, audit, and 
inspection. Any trade secrets contained therein, including but not 
limited to the identity and addresses of policyholders and 
certificateholders, shall be confidential, except the commissioner 
may use such information in any proceedings instituted against the 
administrator. The insurer shall retain the right to continuing 
access to such books and records of the administrator sufficient to 
permit the insurer to fulfill all of its contractual obligations to 
insured persons, subject to any restrictions in the written 
agreement between the insurer and administrator on the proprietary 
rights of the parties in such books and records. 

26-17.2-05 . Approval of adve rt isin g . An administrator may use only 
such advertising pertaining to the business underwritten by an 
insurer as has been approved by such insurer in advance of its use. 

26- 17 .2-06. Underwrit ing p rov is ion. The agreement 
provision with respect to the underwriting or other 
pertaining to the business underwritten by such insurer. 

shall make 
standards 

26- 17.2-07. Premium co ll ect io n . All insurance charges or premiums 
collected by an administrator on behalf of or for an insurer or 
insurers, and return premiums received from such insurer or 
insurers, shall be held by the administrator in a fiduciary 
capacity. Such funds shall be immediately remitted to the person or 
persons entitled thereto, or shall be deposited promptly in a 
fiduciary bank account established and maintained by the 
administrator. If charges or premiums so deposited have been 
collected on behalf of or for more than one insurer, the 
administrator shall cause the bank in which such fiduciary account 
is maintained to keep records clearly recording the deposits in and 
withdrawals from such account on behalf of or for each insurer. The 
administrator shall promptly obtain and keep copies of all such 
records and, upon request of an insurer, shall furnish such insurer 
with copies of such records pertaining to deposits and withdrawals 
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on behalf of or for such insurer. The administrator shall not pay 
any claim by withdrawals from such fiduciary account. Withdrawals 
from such account shall be made, as provided in the written 
agreement between the administrator and the insurer, for (1) 
remittance to an insurer entitled thereto; (2) deposit in an account 
maintained in the name of such insurer; (3) transfer to and deposit 
in a claims paying account, with claims to be paid as provided in 
section 26-17.2-08; (4) payment to a group policyholder for 
remittance to the insurer entitled thereto; (5) payment to the 
administrator of its commission, fees, or charges; or (6) remittance 
of return premiums to the person or persons entitled thereto. 

26-17.2-08. Payment of claims. All claims paid by the 
administrator from funds collected on behalf of the insurer shall be 
paid only on drafts of and as authorized by such insurer. 

26-17.2-09. Claim adjustment or settlement. With respect to any 
policies where an administrator adjusts or settles claims, the 
compensation to the administrator with regard to such policies shall 
in no way be contingent on claim experience. This section shall not 
prevent the compensation of an administrator from being based on 
premiums or charges collected or number of claims paid or processed. 

26-17.2-10. Notification required. 1-'/here the services of an 
administrator are utilized, the administrator shall provide a 
written notice approved by the insurer, to insured individuals, 
advising them of the identity of and relationship among the 
administrator, the policyholder and the insurer. Where an 
administrator collects funds, it must identify and state separately 
in writing to the person paying to the administrator any charge or 
premium for insurance coverage the amount of any such charge or 
premium specified by the insurer for such insurance coverage. 

26-17.2-11. Certificate of registration required. 

1. No person may act as or hold himself out to be an 
administrator in this state, for the kinds of business for 
which the person is acting as an administrator, unless he 
shall hold a certificate of registration as an 
administrator issued by the commissioner of insurance. 
Any person violating the provisions of this subsection 
shall be guilty of a class B misdemeanor. 

2. Such certificate shall be issued by the commissioner to an 
administrator unless the commissioner after due notice and 
hearing shall have determined that the administrator is 
not competent, trustworthy, financially responsible or of 
good personal and business reputation, or has had a 
previous application for an insurance license denied for 
cause within five years. All applications shall be 
accompanied by a filing fee of twenty-five dollars. The 
administrator shall pay an annual renewal fee of 
twenty-five dollars to maintain the certificate. 
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3 . After notice and hearing, the commissioner may revoke such 
certif i cate or fine such administrator not more than ten 
thousand dollars, or both, or the commissioner may suspend 
such certificate, or fine such administrator not more than 
five thousand dollars, or both, upon finding that either 
the administrator violated any of the requirements of 
section 26 - 17.2 - 02 and sections 26 - 17.2 - 04, 26 - 17. 2 - 05, 
26 - 17.2-06, 26 - 17 . 2 - 07, 26 - 17.2 - 08, 26 - 17.2 - 09, and 
26 - 17.2 - 10 thereof, or the administrator is not competent, 
trustworthy, financially responsible, or of good personal 
and business reputation . 

26- 17.2- 12 . Waiv ing of requ irements . The commissioner may waive 
the requlrements of section 26 - 17.2 - 11 for any person or class of 
persons. The factors taken into account in granting such waiver 
include, but not be limited to: 

1. Whether the person acting as an admi ni strator i s primarily 
in a business other than that of administrator. 

2. Whether the financial strength and history of 
organization indicates stability in its continuity 
doing business. 

the 
of 

3. l~hether the regular duties being performed as an 
administrator are such that the covered persons are not 
likely to be injured by a waiver of such requirements. 

Appr oved March 8, 1 983 
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CHAPTER 328 

SENATE BILL NO. 2183 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

AUTOMOBILE INSURANCE COVERAGE 

875 

AN ACT to amend and reenact section 26-34-01 of the North Dakota 
Century Code, relating to the establishment of primary and 
excess automobile liability coverages in certain instances. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 26-34-01 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26-34-01. Establishment of primary and excess automobile liability 
coverages in certain instances. When an automobile ±:i:ae:i:'l::i:~y insurance 
policy, which for the purposes of this chapter includes only 
automobile liability coverage, uninsured motorist coverage, 
automobile medical payments coverage and basic or optional excess 
no-fault benefits, is in force for anyone engaged in the business of 
selling, repairing, servicing, storing, leasing, or parking motor 
vehicles and the owner of said vehicles loans, rents, or leases a 
vehicle to any other person or organization and the vehicle is 
involved in an accident out of which bodily injury or property 
damage arises, the following automobile insurance policies shall be 
applicable: 

1. In the event no other automobile 'l::i:ae:i:'l::i:~y insurance 
policy is in force at the time of the accident for the 
person or organization to whom the vehicle was loaned, 
rented, or leased, the coverage provided by the motor 
vehicle owner's automobile 'l::i:ae:i:'l::i:~y policy shall extend 
to the borrower, rentee, or lessee in the event the 
owner's automobile 'l::i:ae:i:'l::i:~y insurance policy extends 
coverage to said borrower, rentee, or lessee. 

2. In the event that another automobile 'l::i:ae:i:'l::i:~y insurance 
policy is in force for the person or organization to whom 
the vehicle was loaned, rented, or leased, any coverage 
provided by the motor vehicle owner's automobile 'l::i:ae:i:'l::i:~y 
insurance policy shall be excess coverage only but 
limited, however, by the terms of the owner's applicable 
automobile 'l::i:ae:i:'l::i:~y insurance policy. The 'l::i:m:i:~s ef 
'l::i:ae:i:'l::i:~y :i:R ~Re policy afforded the person or 
organization to whom the vehicle was loaned, rented, or 
leased shall be primary. 

Approved March 4, 1983 
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CHAPTER 329 

CHAPTER 329 

SENATE BILL NO . 2499 
(Todd, Tallackson) 

(Approved by the Committee on Delayed Bills) 

INSURANCE GUARANTY ASSOCIATION 

INSURANCE 

ACT to establish a life and health insurance guaranty 
association. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1. Scope . This Act applies to direct life insurance 
policies, accident and sickness insurance policies, annuity 
contracts, and contracts supplemental to life and accident and 
sickness insurance policies, health service contracts, annuity 
contracts, and contracts supplemental to life and accident and 
sickness insurance policies and annuity contracts issued by persons 
licensed to transact insurance in this state at any time. This Act 
does not apply to: 

l. That portion or part of a variable life insurance or 
variable annuity contract not guaranteed by an insurer. 

2 . That portion or part of any policy or contract under which 
the risk is borne by the policyholder. 

3. Any policy 
impaired or 
reinsurance, 
certificates 

or contract or part thereof assumed by the 
insolvent insurer under a contract of 
other than reinsurance for which assumption 

have been issued. 

4. Any such policy or contract issued by a health maintenance 
organization, a fraternal benefit society, a benevolent 
society, or the comprehensive health association. 

SECTION 2 . Definitions. As used in this Act: 

1. "Account" means either of the three accounts created under 
section 3. 

2. "Association" means the North Dakota life and health 
insurance guaranty association . 
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3. "Commissioner" means the commissioner of insurance. 

4. "Contractual obligation" 
covered policies. 

means any obligation under 

5. "Covered policy" means any policy or contract within the 
scope of this Act under section 1. 

6. "Impaired insurer" means a member insurer deemed by the 
commissioner after the effective date of this Act to be 
potentially unable to fulfill its contractual obligations 
and not an insolvent insurer. 

7. "Insolvent insurer" means a member insurer which after the 
effective date of this Act, becomes insolvent and is 
placed under a final order of liquidation, rehabilitation, 
or conservation by a court of competent jurisdiction. 

8. "Member insurer" means any person licensed to transact in 
this state any kind of insurance to which this Act applies 
under section 1. 

9. "Premiums" means direct gross insurance premiums, 
subscriber fees, and annuity considerations received on 
covered policies, less return premiums and considerations 
thereon and dividends paid or credited to policyholders on 
such direct business. "Premiums" do not include premiums 
and considerations on contracts between insurers and 
reinsurers. 

10. "Resident" means any person who resides in this state at 
the time a member insurer is determined to be an impaired 
or insolvent insurer and to whom contractual obligations 
are owed. 

SECTION 3. Creation of the North Dakota life and health insurance 
guaranty association Accounts Supervision by commissioner. There is 
created a nonprofit legal entity to be known as the North Dakota 
life and health insurance guaranty association. All member insurers 
shall be and remain members of the association as a condition of 
their authority to transact insurance in this state. The 
association shall perform its functions under its plan of operation 
and shall exercise its powers through a board of directors. For 
purposes of administration and assessment, the association shall 
maintain a health insurance account, a life insurance account, and 
an annuity account. The association is under the supervision of the 
commissioner and is subject to the applicable provisions of this 
title. 

SECTION 4. Board of directors. The board of directors of the 
association must consist of not less than five nor more than nine 
member insurers serving terms as established in the plan of 
operation. The member insurers shall select the members of the 
board, subject to the approval of the commissioner. Vacancies on 
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the board shall be filled for the remaining period of the term by a 
majority vote of the remaining board members, subject to the 
approval of the commissioner. To select the initial board of 
directors, and initially o r ganize the association, the commiss i oner 
shall give notice to all member insurers of the time and place of 
the organizational meeting. In determining voting rights at the 
organizational meeting each member insurer is entitled to one vote 
in person or by proxy. If the board of directors is not selected 
within sixty days after notice of the organizational meeting , the 
commi ssioner may appoint the initial members. In approving 
selections or in appointing members to the board, the commissioner 
shall consider, among other things, whether all member insurers are 
fairly represented. Members of the board may be reimbursed from the 
assets of the association for expenses incurred by them as members 
of the board of directors but members of the board may not otherwise 
be compensated by the association for their services. 

SECTION 5. Powers, duties, and authority of the association. 
other sections 

In 
of addition to the powers and duties enumerated in 

this Act: 

l. If a domestic insurer is an impaired insurer, the 
association may, subject to any conditions imposed by the 
association other than those which impair the contractual 
obligations of the impaired insurer, and approved by the 
impaired insurer and the commissioner: 

2. 

a . 

b . 

Guarantee or reinsure, or cause 
assumed, or reinsured, any or all 
policies of the impaired insurers. 

to be guaranteed, 
of the covered 

Provide any moneys, pledges, notes, guarantees, or 
other means as are proper to effectuate subdivision a, 
and assure payment of the contractual obligations of 
the impaired insurer pending action under 
subdivision a. 

c. Loan money to the impaired insurer. 

If a domestic insurer is an 
association shall, subject to 
commissioner: 

insolvent insurer, 
the approv al of 

the 
the 

a. Guarantee, assume, or reinsure, or cause to be 
guaranteed, assumed, or reinsured the covered policies 
of the insolvent insurer . 

b. Assure payment of the contractual obligations of the 
insolvent insurer. 

c. Provide any moneys, pledges, notes, 
other means as are reasonably necessary 
duties under subdivisions a and b. 

guarantees, or 
to discharge 



INSURANCE CHAPTER329 879 

3. If a foreign or alien insurer is an insolvent insurer, the 
association shall, subject to the approval of the 
commissioner: 

a. Guarantee, assume, or reinsure or cause to be 
guaranteed, assumed, or reinsured the covered policies 
of residents. 

b. Assure payment of the contractual obligations of the 
insolvent insurer to residents. 

c. Provide any moneys, pledges, notes, guarantees, or 
other means as are reasonably necessary to discharge 
duties under subdivisions a and b. 

This subsection does not apply where the commissioner has 
determined that the foreign or alien insurer's domiciliary 
jurisdiction or state of entry provides, by statute, 
protection substantially similar to that provided by this 
Act for residents of this state. 

4. In carrying out its duties under subsections 2 and 3, 
permanent policy liens or contract liens may be imposed in 
connection with any guarantee, assumption or reinsurance 
agreement, if the court: · 

a. Finds that the amounts which can be assessed under 
this Act are less than the amounts needed to assure 
full and prompt performance of the insolvent insurer's 
contractual obligations, or that the economic or 
financial conditions as they affect member insurers 
are sufficiently adverse to render the imposition of 
policy or contract liens, to be in the public 
interest; and 

b. Approves the specific policy liens or contract liens 
to be used. 

Before being obligated under subsections 2 and 3, the 
association may request that there be imposed temporary 
moratoriums or liens on payments of cash values and policy 
loans in addition to any contractual provisions for 
deferral of cash or policy loan values, and such temporary 
moratoriums and liens may be imposed if they are approved 
by the court. 

5. If the association fails to act within a reasonable period 
of time as provided in subsections 2 and 3, the 
commissioner shall have the powers and duties of the 
association under this Act with respect to insolvent 
insurers. 

6. The association may render assistance and advice to the 
commissioner, upon the commissioner's request, concerning 
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rehabilitation, payment of claims, continuance of 
coverage, or the performance of other contractual 
obligations of any impaired or insolvent insurer . 

7. The association may appear before any court in this state 
with jurisdiction over an impaired or insolvent insurer 
concerning which the association is or may become 
obligated under this Act. This standing extends to all 
matters germane to the powers and duties of the 
association, including proposals for reinsuring or 
guaranteeing the covered policies of the impaired or 
insolvent insurer and the determination of the covered 
policies and contractual obligations. 

8. Any person receiving benefits under this Act is deemed to 
have assigned the rights under the covered policy to the 
association to the extent of the benefits received because 
of this Act whether the benefits are payments of 
contractual obligations or continuation of coverage. The 
association may require an assignment to it of such rights 
by any payee, policy or contract owner, beneficiary, 
insured, or annuitant as a condition precedent to the 
receipt of any rights or benefits conferred by this Act 
upon that person. The association is subrogated to these 
rights against the assets of any insolvent insurer. The 
subrogation rights of the association under this 
subsection have the same priority against the assets of 
the insolvent insurer as that possessed by the person 
entitled to receive benefits under this Act. 

9. The contractual obligations of the insolvent insurer for 
which the association becomes or may become liable are as 
great as but no greater than the contractual obligation• 
of the insolvent insurer would have been in the absence of 
an insolvency unless the obligations are reduced as 
permitted by subsection 4 but the aggregate liability of 
the association may not exceed one hundred thousand 
dollars in cash values, or three hundred thousand dollars 
for all benefits, including cash values, with respect to 
any one life. 

10. The association may: 

a. Enter into such contracts as are necessary or proper 
to carry out the provisions and purposes of this Act. 

b. Sue or be sued, including taking any legal actions 
necessary or proper for recovery of any unpaid 
assessments under section 6. 

c . Borrow money to effect the purposes of this Act. Any 
notes or other evidence of indebtedness of the 
association not in default are legal investments for 
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domestic insurers and may be carried as admitted 
assets. 

Employ or retain such persons as are necessary to 
handle the financial transactions of the association, 
and to perform any other functions as become necessary 
or proper under this Act. 

e. Negotiate and contract with any liquidator, 
rehabilitator, conservator, or ancillary receiver to 
carry out the powers and duties of the association. 

f. Take any necessary legal action to avoid payment of 
improper claims. 

g. Exercise, for the purposes of this Act and to the 
extent approved by the commissioner, the powers of a 
domestic life or accident and sickness insurer, but 
the association may not issue insurance policies or 
annuity contracts other than those :lssued to perform 
the contractual obligations of the impaired or 
insolvent insurer. 

SECTION 6. Assessments. 

1. For the purpose of providing the funds necessary to carry 
out the powers and duties of the association, the board of 
directors shall assess the member insurers, separately for 
each account, at such time and for such amounts as the 
board finds necessary. Assessments are due not less than 
thirty days after prior written notice to the member 
insurers and shall accrue interest at eighteen percent per 
annum on and after the due date. 

2. There are three classes of assessments: 

3 0 

a. Class A assessments are made for the purpose of 
meeting administrative costs and other general 
expenses and examinations conducted under the 
authority of subsection 5 of section 9 not related to 
a particular impaired or insolvent insurer. 

b. Class B assessments are made to the extent necessary 
to carry out the powers and duties of the association 
under section 5 with regard to an impaired or 
insolvent domestic insurer. 

c. Class C assessments are made to the extent necessary 
to carry out the powers and duties of the association 
under section 5 with regard to an insolvent foreign or 
alien insurer. 

a. The board shall determine the amount of any class A 
assessment. The assessment may be made on a non-pro 
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rata basis . The assessment must be credited against 
future insolvency assessments and may not exceed fifty 
dollars per company in any one calendar year. The 
amount of any class B or class C assessment must be 
allocated for assessment purposes among the accounts 
in the proportion that the premiums received by the 
impaired or insolvent insurer on the policies covered 
by each account for the last calendar year preceding 
the assessment in which the impaired or insolvent 
insurer received premiums bears to the premiums 
received by such insurer for such calendar year on all 
covered policies. 

b. Class C assessments against member insurers for each 
account must be in the proportion that the premiums 
received on business in this state by each assessed 
member insurer on policies covered by each account for 
the calendar year preceding the assessments bears to 
such premiums received on business in this state for 
the calendar year preceding the assessment by all 
assessed member insurers. 

c. Class B assessments for each account must be made 
separately for each state in which the impaired or 
insolvent domestic insurer was authorized to transact 
insurance at any time, in the proportion that the 
premiums received on business in that state by the 
impaired or insolvent insurer on policies covered by 
the account for the last calendar year preceding the 
assessment in which the impaired or insolvent insurer 
received premiums bears to the premiums received in 
all such states for that calendar year by the impaired 
or insolvent insurer. The assessments against member 
insurers must be in the proportion that the premiums 
received on business in each such state by each 
assessed member insurer on policies covered by each 
account for the calendar year preceding the assessment 
bears to such premiums received on business in each 
state for the calendar year preceding assessment by 
all assessed member insurers. 

d. Assessments for funds to meet the requirements of the 
association with respect to an impaired or insolvent 
insurer may not be made until necessary to implement 
the purposes of this Act . Classification of 
assessments under subsection 2 and computation of 
assessments under this subsection must be made with a 
reasonable degree of accuracy, recognizing that exact 
determinations may not always be possible. 

The association may abate or defer, in whole 
the assessment of a member insurer if, in the 
the board, payment of the assessment would 
ability of the member insurer to fulfill its 

or in part, 
opinion of 

endanger the 
contractual 
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obligations. If an assessment against a member insurer is 
abated, or deferred in whole or in part, the amount by 
which the assessment is abated or deferred may be assessed 
against the other member insurers in a manner consistent 
with the basis for assessments set forth in this section. 

5. The total of all assessments upon a member insurer for 
each account may not in any one calendar year exceed two 
percent of the insurer's premiums received in this state 
during the calendar year preceding the assessment on the 
policies covered by the account. If the maximum 
assessment, together with the other assets of the 
association in either account, does not provide in any one 
year in either account an amount sufficient to carry out 
the responsibilities of the association, the necessary 
additional funds must be assessed as soon thereafter as 
permitted by this Act. 

6. The board may, by an equitable method as established in 
the plan of operation, refund to member insurers, in 
proportion to the contribution of each insurer to that 
account, the amount by which the assets of the account 
exceed the amount the board finds is necessary to carry 
out during the coming year the obligations of the 
association with regard to that account, including assets 
accruing from net realized gains and income from 
investments. A reasonable amount may be retained in any 
account to provide funds for the continuing expenses of 
the association and for future losses if refunds are 
impractical. 

7. The association shall issue to each insurer paying an 
assessment under this Act, other than a class A 
assessment, a certificate of contribution, in a form 
prescribed by the commissioner, for the amount of the 
assessment paid. All outstanding certificates are of 
equal dignity and priority without reference to amounts or 
dates of issue. A certificate of contribution may be 
shown by the insurer in its financial statement as an 
asset in such form and for such amount, if any, and period 
of time as the commissioner may approve. 

SECTION 7. Plan of operation. 

1. The association shall submit to the commissioner a plan of 
operation and any amendments necessary or suitable to 
assure the fair, reasonable, and equitable administration 
of the association. The plan of operation and any 
amendments become effective upon approval in writing by 
the commissioner. If the association fails to submit a 
suitable plan of operation within one hundred eighty days 
following the effective date of this Act or if at any time 
thereafter the association fails to submit suitable 
amendments to the plan, the commissioner shall, after 
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notice and hearing, adopt any reasonable rules necessary 
or advisable to effectuate the provisions of this Act. 
The rules must continue in force until modified by the 
commissioner or superseded by a plan submitted by the 
association and approved by the commissioner . 

2. All member insurers shall comply with the plan of 
operation. 

3. The plan of operation shall, in addition to requirements 
enumerated elsewhere in this Act: 

a. Establish procedures for handling the assets of the 
association. 

b. Establish the amount and method of reimbursing members 
of the board of directors under section 4. 

c. Establish regular places and t i mes for meetings of the 
board of directors. 

d. Establish procedures for records to be kept of all 
financial transactions of the association, its agents, 
and the board of directors. 

e. Establish the procedures whereby selections for the 
board of directors will be made and submitted to the 
commissioner . 

f . Establish any additional procedures for assessments 
under section 6. 

g. Contain additional provisions necessary or proper for 
the execution of the powers and duties of the 
association. 

4. The plan of operation may provide that any or all powers 
and duties of the association, except those under 
subdivision c of subsection 10 of section 5 and section 6, 
are delegated to a corporation, association, or other 
organization which performs or will perform functions 
similar to those of this association, or its equivalent, 
in two or more states. Such a corporation, association, 
or organization must be reimbursed for any payments made 
on behalf of the association and must be paid for its 
performance of any function of the association. A 
delegation under this subsection takes effect only with 
the approval of both the board of directors and the 
commissioner, and may be made only. to a corporation, 
association, or organization which extends protection not 
substantially less favorable and effective than that 
provided by this Act . 
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SECTION 8. Powers and duties of the commissioner. In addition to 
the duties and powers enumerated elsewhere in this Act, 

1. The commissioner shall: 

a. Upon request of the board of directors, provide the 
association with a statement of the premiums in the 
appropriate states for each member insurer. 

b. When an impairment is declared and the amount of the 
impairment is determined, serve a demand upon the 
impaired insurer to make good the impairment within a 
reasonable time. Notice to the impaired insurer 
constitutes notice to its shareholders, if any. The 
failure of the insurer to promptly comply with this 
demand does not excuse the association from the 
performance of its powers and duties under this Act. 

c. In any liquidation or rehabilitation proceeding 
involving a domestic insurer, be appointed as the 
liquidator or rehabilitator. If a foreign or alien 
member insurer is subject to a liquidation proceeding 
in its domiciliary jurisdiction or state of entry, the 
commissioner shall be appointed conservator. 

2. The commissioner may suspend or revoke, after notice and 
hearing, the certificate of authority to transact 
insurance in this state of any member insurer which fails 
to pay an assessment when due or fails to comply with the 
plan of operation. As an alternative the commissioner may 
levy a forfeiture on any member insurer which fails to pay 
an assessment when due. Such forfeiture may not exceed 
five percent of the unpaid assessment per month, but no 
forfeiture may be less than one hundred dollars per month. 

3. Any action of the board of directors or the association 
may be appealed to the commissioner by any member insurer 
within thirty days of the action being appealed. 

4. The liquidator, rehabilitator, or conservator of any 
impaired insurer may notify all interested persons of the 
effect of this Act. 

SECTION 9. Prevention of insolvencies. To aid in the detection 
and prevention of insurer insolvencies or impairments: 

1. The commissioner shall: 

a. Notify the commissioners of all the other states when 
the commissioner takes any of the following actions 
against a member insurer: 

(1) Revocation of license. 
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(2) Suspension of license. 

(3) Issuance of any formal order that the company 
restrict its premium writing, obtain additional 
contributions to surplus, withdraw from the 
state, reinsure all or any part of its business, 
or increase capital, surplus, or any other 
account for the security of policyholders or 
creditors. 

The notice shall be mailed to all commissioners within 
thirty days following the action taken or the date on 
which such action occurs. 

b. Report to the board of directors when the commissioner 
has taken any of the actions set forth in 
subdivision a or has received a report from any other 
commissioner indicating that any such action has been 
taken in another state. The report to the board of 
directors must contain all significant details of the 
action taken or the report received from another 
commissioner. 

c. Report to the board of directors when the commissioner 
has reasonable cause to believe from any examination, 
whether completed or in process, of any member company 
that the company may be an impaired or insolvent 
insurer. 

d. Furnish to the board of directors the early warning 
tests developed by the national association of 
insurance commissioners, and the board may use the 
information contained therein in carrying out its 
duties and responsibilities under this section . The 
board of directors shall keep the report and the 
information contained in the report confidential until 
such time as made public by the commissioner or other 
lawful authority. 

2 . The commissioner may seek the advice and recommendations 
of the board of directors concerning any matter affecting 
the commissioner's duties and responsibilities regarding 
the financial condition of member companies and companies 
seeking admission to transact insurance business in this 
state. 

3. The board of directors may, upon majority vote, make 
reports and recommendations to the commissioner upon any 
manner germane to the solvency, liquidation, 
rehabilitation, or conservation of any member insurer or 
germane to the solvency of any company seeking to do an 
insurance business in this state . The reports and 
recommendations are not public documents. 
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4. The board of directors shall, upon majority vote, notify 
the commissioner of any information indicating any member 
insurer may be an impaired or insolvent insurer. 

5. The board of directors may, upon majority vote, request 
that the commissioner order an examination of any member 
insurer which the board in good faith believes may be an 
impaired or insolvent insurer. Within thirty days of the 
receipt of the request, the commissioner shall begin the 
examination. The examination may be conducted as a 
national association of insurance commissioners 
examination or may be conducted by any persons the 
commissioner designates. The association shall pay the 
cost of the examination, and the examination report shall 
be treated as are other examination reports. The 
examination report may not be released to the board of 
directors prior to its release to the public, but this 
does not preclude the commissioner from complying with 
subsection 1. The commissioner shall notify the board of 
directors when the examination is completed. The request 
for an examination shall be kept on file by the 
commissioner but,it is not open to public inspection prior 
to the release of the examination report to the public. 

6. The board of directors may, upon majority vote, make 
recommendations to the commissioner for the detection and 
prevention of insurer insolvencies. 

7. The board of directors shall, at the conclusion of any 
insurer insolvency in which the association was obligated 
to pay covered claims, prepare a report to the 
commissioner containing the information it may have in its 
possession bearing on the history and causes of the 
insolvency. The board shall cooperate with the boards of 
directors of guaranty associations in other states in 
preparing a report on the history and causes for 
insolvency of a particular insurer, and may adopt by 
reference any report prepared by the other associations. 

SECTION 10. Credits for assessments paid. 

1. A member insurer may offset against its premium or income 
tax liability to this state an assessment described in 
subsection 8 of section 6 to the extent of twenty percent 
of the amount of the assessment for each of the five 
calendar years following the year in which the assessment 
was paid. If a member insurer ceases doing business, all 
uncredited assessments may be credited against its premium 
or income tax liability for the year it ceases doing 
business. 

2. The association shall 
pursuant to subsection 
association which have 

pay any sums acquired by refund, 
6 of section 6, from the 
theretofore been written off by 
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contributing insurers and offset against premium or income 
taxes as provided i n subsection 1, and are not then needed 
for purposes of th i s Ac t, to the commissioner. The 
commissione r shal l depos it these sums with t h e state 
treasurer f or credit t o t he general f und of this state. 

SECTION 11. Assessment liability Record keeping Obligations 
Distributions. 

1 . This Act does not reduce the liability for unpaid 
assessments of the insureds on an impaired or insolvent 
insurer operating under a plan with assessment liability. 

2. Records shall be kept of all negotiations and meetings in 
which the association or its representatives are involved 
to discuss "the activities of the association in carrying 
out its powers and duties under section 5. Records of the 
negotiations or meetings may be made public only upon the 
termination of a liquidation, rehabilitation, or 
conservation proceeding involving the impaired or 
insolvent insurer, upon the termination of the impairment 
of insolvency of the insurer, or •upon the order of a court 
of competent jurisdiction. This subsection does not limit 
the duty of the association to render a report of its 
activities under section 12. 

3. For the purpose of carrying out its obligations under this 
Act, the association is deemed to be a creditor of the 
impaired or insolvent insurer to the extent of as s ets 
attributable to covered policies reduced by any amounts to 
which the association is entitled as subrogee pursuant to 
subsection 8 of section 5. Assets of the impaired or 
insolvent insurer attributable to covered policies must be 
used to continue all covered policies and pay all 
contractua l obligations of the impaired or insolvent 
insurer as required by this Act . Assets attributable to 
covered policies, as used in this subsection, is that 
proportion of the assets which the reserves that should 
have been established for such policies bear to the 
reserves that should have been established for all 
policies of insurance written by the impaired or insolvent 
insurer. 

4. a. Prior to the termination of any liquidation, 
rehabilitation, or conservation proceeding, the court 
may take into consideration the contributions of the 
respective parties, including the association, the 
shareholders and policyowners of the insolvent 
insurer, and any other party with a bona fide 
interest, in making an equitable distribution of the 
ownership rights of such insolvent insurer. In the 
determination consideration must be given to the 
welfare of the policyholders of the continuing or 
s u ccessor insurer. 



INSURANCE CHAPTER329 889 

b. No distribution to stockholders, if any, of an 
impaired or insolvent insurer may be made until and 
unless the total amount of valid claims of the 
association for funds expended in carrying out its 
powers and duties under section 5 with respect to the 
insurer have been fully recovered by the association. 

5. a. If an order for liquidation or rehabilitation of an 
insurer domiciled in this state has been entered, the 
receiver appointed under such order shall have a right 
to recover on behalf of the insurer, from any 
affiliate that controlled it, the amount of 
distributions, other than stock dividends paid by the 
insurer on its capital stock, made at any time during 
the five years preceding the petition for liquidation 
or rehabilitation subject to the limitations of 
sudivisions b through d. As used in this subsection, 
"affiliate" and "control" have the meanings contained 
in section 26.1-10-01. 

b. No such dividend is recoverable if 
that when paid the distribution 
reasonable, and that the insurer 
could not reasonably have known that 
might adversely affect the ability 
fulfill its contractual obligations. 

the insurer shows 
was lawful and 
did not know and 

the distribution 
of the insurer to 

c. Any person who was an affiliate that controlled the 
insurer at the time the distributions were paid is 
liable up to the amount of distributions that person 
received. Any person who was an affiliate that 
controlled the insurer at the time the distributions 
were declared, is liable up to the amount of 
distributions that person would have received if they 
had been paid immediately. If two persons are liable 
with respect to the same distributions, they are 
jointly and severally liable. 

d. The maximum amount recoverable under this subsection 
is the amount needed in excess of all other available 
assets of the insolvent insurer to pay the contractual 
obligations of the insolvent insurer. 

e. If any person liable under subdivision c is insolvent, 
all its affiliates that controlled it at the time the 
dividend was paid are jointly and severally liable for 
any resulting deficiency in the amount recovered from 
the insolvent affiliate. 

SECTION 12. Examination 
association is subject to 

of the association - Annual statement. The 
examination and regulation by the 
of directors shall submit to the 

March first of each year, a financial 
calendar year in a form approved by the 

commissioner. The board 
commissioner, not later than 
report for the preceding 
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commissioner and a report of its activities during the preceding 
calendar year. 

SECTION 13 . Tax exemptions . The association is exempt from 
payment of all fees and all taxes l evied b y this state or any of its 
subdivisions, e xcept taxes levied on rea l property. 

SECTION 14. Immunity . The re i s no l iability on the part of 
and no cause of action o f any n a t ure may arise against any member 
insurer or its agents or employee s , t h e association or its agents or 
employees, members of the board o f directors, or the commissioner or 
the commiss i oner ' s representatives, for any action taken by them in 
the performance of their powers and duties under this Act . 

SECTION 15 . Stay of proceedings ; Reopening default judgments . All 
proceedings in which the insolvent insurer is a party in any court 
in this state must be stayed sixty days from the date an order of 
liquidation, rehabilitation, or conservation is fina l to permit 
proper legal action by the association on any matters germane to its 
powers or duties. As to judgment under any decision, order, 
verdict, or finding based on defau l t, the association may apply to 
have the judgment set aside by the same court that made the judgment 
and shall be permitted to defend agains t such suit on the merits . 

SECTION 16. Prohibited advertisement of Act in insurance sales. No 
person, including an insurer, agent, or affiliate of an insurer may 
make, publish, disseminate, circulate, or place before the public, 
or cause direct l y or indirectly, to be made, published, 
disseminated, circulated or placed before the public, in any 
newspaper, magazine, or other publication, or in the form of a 
notice, circular, pamphlet, letter or poster, or over any radio 
station or television station, or in any other way, any 
advertisement, announcement or statement which uses the existence of 
the association for the purpose of sales, solicitation, or 
inducement to purchase any form of insurance covered by this Act. 
This section does not apply to the association or any other entity 
which does not sell or solicit insurance . 

Approve d April 14, 198 3 
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CHAPTER 330 

HOUSE BILL NO. 1195 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

STACKING OF MOTOR VEHICLE LIABILITY 
BENEFITS 

ACT to create and enact a new 
North Dakota Century Code, 
Reparations Act; and to amend 
the North Dakota Century Code, 
coverage. 

section to chapter 26-41 of the 
relating to the Automobile 
and reenact section 26-02-42 of 
relating to uninsured motorist 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 26-02-42 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26-02-42. 
permitted. 

Uninsured motorist coverage - Compulsory - Stacking not 

1. No motor vehicle liability policy of insurance against 
loss resulting from liability imposed by law for bodily 
injury or death suffered by any person arising out of 
ownership, maintenance, or use of any motor vehicle shall 
be delivered or issued for delivery in this state with 
respect to any motor vehicle registered or principally 
garaged in this state unless cover~ge is provided therein 
or supplemental thereto in amounts not less than that set 
forth in section 39-16.1-11 for bodily injury or death, 
for the protection of persons insured thereunder who are 
legally entitled to recover damages from owners or 
operators of uninsured motor vehicles and hit-and-run 
motor vehicles because of bodily injury, sickness or 
disease, including death, resulting therefrom. 

2. Any motor vehicle liability policy of insurance which 
provides uninsured motorist coverage, as specified in 
subsection 1, must provide that an insured or named 
insured is only protected to the extent of the coverage 
provided on the vehicle covered by such policy and 
involved in the accident. If no such vehicle is involved, 
coverage is only available to the extent of the applicable 
uninsured motorist coverage provided on any one of the 
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insured or named insured ' s vehicles . In either instance, 
coverage on any other vehicle may not be added or stacked 
upon the applicable coverage. 

SECTION 2 . A new section to chapter 26 - 41 of the North Dakota 
Century Code is hereby created and enacted to read as follows: 

Stacking of basic no - fault benefits prohibited . When an 
injured person is provided basic no - fault benefits by an insurance 
policy issued in comp liance with this chapter, the injured person is 
covered only to the extent of the basic no - fault benefits provided 
on the secured motor vehicle involved in the accident. If any 
person is injured while occupying an unsecured motor vehicle, basic 
no-fault benefits are only ava ilable to the extent of the applicable 
basic no - fault benefits provided to the injured person as the owner 
of a secured motor vehicle or as a relative of the owner of a 
secured motor vehicle. In either instance, basic no - fault benefits 
on any secured motor vehicle may not be added or stacked upon basic 
no - fault benefits available from any other source . 

Approved March 3 , 1983 
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CHAPTER 331 

HOUSE BILL NO. 1194 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

ASSIGNED CLAIMS PLAN 

893 

AN ACT to amend and reenact subsection 1 of section 26-41-19 of the 
North Dakota Century Code, relating to the assigned claims 
plan. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 26-41-19 of 
the 1981 Supplement to the North Dakota Century Code is hereby 
amended and reenacted to read as follows: 

1. Basic no-fault insurers authorized to provide basic no
fault benefits in this state are hereby directed to 
organize, participate in, and maintain an assigned claims 
plan to provide that an injured person who suffers 
economic loss and is eligible for basic no-fault benefits 
under section 26-41-07, other than a person not entitled 
to benefits under section 26-41-08, may obtain basic no
fault benefits through said plan if: 

a. Basic no-fault benefits are not applicable to the 
injury for some reason other than those specified in 
section 26-41-08; or 

b. Basic no-fault benefits applicable to the injury are 
inadequate to provide the contracted-for benefits 
because of financial inability of a basic no-fault 
insurer to fulfill its obligations. Payments made by 
the assigned claims plan pursuant to this subsection 
shall constitute covered claims under the North Dakota 
Insurance Guaranty Association Act. 

Approved March 3, 1983 
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CHAPTER 332 

HOUSE BILL NO. 1054 
(Legislative Council) 

(Interim Insurance Code Revision Committee) 

INSURANCE CODE REVISION 

INSURANCE 

AN ACT to create and enact chapters 26 . 1 - 01, 26.1 - 02, 26.1 - 03, 
26.1-04, 26.1 - 05, 26.1 - 06, 26.1 - 07, 26.1 - 08, 26.1 - 09, 26 . 1-10, 
26.1-11, 26.1 -1 2, 26.1 - 13, 26.1 - 14, 26.1 - 15, 26.1 - 16, 26.1-17, 
26.1 - 18, 26.1-19, 26.1 - 20, 26.1 - 21, 26.1 - 22, 26.1 - 23, 26.1-24, 
and 26.1-25 of the North Dakota Century Code, relating to the 
commissioner of insurance; insurance company general 
provisions, examinations and reports and the premium tax, 
prohibited practices, organization and operation, takeover 
bids, and consolidation, reinsurance, and dissolution; 
comprehensive health association; reciprocal or interinsurance 
exchanges; insurance holding company systems; foreign 
insurance companies; incorporated mutual companies; county 
mutual insurance companies; medical malpractice mutual 
insurance company; fraternal benefit societies; benevolent 
societies; nonprofit health service corporations; health 
maintenance organizations; prepaid legal service 
organizations; title insurance companies; state bonding fund; 
state fire and tornado fund; state unsatisfied judgment fund; 
the insurance premium; and fire, property, and casualty 
insurance rates; to repeal sections 6 - 05-19, 6-05-20, 6-05-21, 
6 - 05-22, 6 - 05 - 23, 6-05-24, 6 - 05 - 30, 6-05-31, 6 - 05 - 32, 6-05-33, 
chapters 26 - 01 and 26 - 04, section 26 - 05-03, chapters 26-07, 
26-08, 26-09, 26 - 09.1, sections 26-10 - 02, 26 - 10 - 03, 26-10-04, 
26-10-05, 26- 10-09, 26-10 - 10, 26 - 10-11, 26 -1 0 -13.1, 26-10-14, 
26-10-15, 26-10- 16, chapters 26-11, 26-12, 26-14, 26 - 15, 
26-16, 26 -16.1, sections 26 - 17.1-50, 26 -1 7.1-51, 26-17.1-52, 
26-17.1 - 53, 26 -1 8-01, 26- 18-02, 26-18 - 12, chapters 26-20, 
26-21,26-21.1,26-21 . 2,26- 23,26- 24, 26- 25, 26-26, 26-27, 
26-27.1, 26 - 27.2, 26 - 27.3, 26- 28, 26-29, 26 - 30, 26-32, 26-37, 
26-38, 26-40, and 39-17 of the North Dakota Century Code, 
relating to insurance; to provide penalties; to provide for 
transition; and to declare an emergency. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . Chapter 26.1 - 01 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 
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26.1-01-01. "Commissioner" defined. Unless the context or subject 
matter otherwise requires, in this title the word "commissioner" 
means the commissioner of insurance. 

26.1-01-02. Commissioner - Seal - Employment of deputy and assistants. 
The commissioner shall have an official seal and shall keep an 
impression of the seal on file in the office of the secretary of 
state. The commissioner shall employ a deputy and other competent 
officials and clerks to discharge the duties assigned by the 
commissioner. When the commissioner is absent temporarily from the 
office, the deputy commissioner may sign the commissioner's name and 
perform any other statutory duties pertaining to the office. 

26.1-01-03. Duties of commissioner. The commissioner shall: 

1. See that 
companies 
faithfully. 

all the laws of this state respecting insurance 
and benevolent societies are executed 

2. Report in detail to the attorney general any violation of 
law relative to insurance companies and their officers or 
agents. 

3. File the articles of incorporation of all insurance 
companies organized or doing business in this state, and 
on application furnish a certified copy thereof. 

4. Furnish the insurance companies required to make reports 
to the commissioner and the benevolent societies the 
necessary blank forms for required statements and reports. 
The commissioner is not required to send blank forms to 
those insurance companies which submit their reports on 
printed forms conforming to those furnished by the 
commissioner. 

5. Preserve in permanent form a full record of the 
commissioner's proceedings and a concise statement of each 
company or agency visited or examined. 

6. Furnish at the request of any person, upon the payment of 
the required fee, certified copies of any record or paper 
in the commissioner's office, if the commissioner deems it 
not prejudicial to the public interests to do so, and give 
such other certificates as may be provided by law. 

7. Submit a biennial report as prescribed by section 54-06-04 
to the governor and the office of management and budget. 
In addition to the requirements of section 54-06-04, the 
report must contain an abstract only of the reports of the 
various insurance companies doing business in this state 
showing the condition of the companies. 

B. Send a copy of the commissioner's annual report to the 
insurance commissioner, or other similar officer, of every 
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other state and to each company doing business in this 
state. 

9. Communicate, on reque st, to the insurance commissioner of 
any othe r stat e any facts which by law i t is the 
commissioner ' s duty to ascertain respec t ing companies of 
this state do i ng business within that state . 

10. Manage, contro l , and supervise the state bonding fund. 

11. Manage , control, and supervise the state fire and tornado 
fund and the insurance of public buildings in that fund . 

26.1 - 01-04 . Service of process upon commiss ioner - Procedure. Where a 
consent to service of any process, notice, order, or demand upon the 
commissioner is provided unde r th i s tit l e, the service is to be in 
duplicate . The commissioner immediately shall forward one copy by 
registered mail to the person against whom the process, notice, 
order, or demand is directed at that person's last reasonably 
ascertainable address and shall file the other copy in the office of 
the commissioner . The person serving process upon the commissioner 
shal l pay the fee provided in section 26.1 - 01 - 07 . The commissioner 
shall keep a record of the date and hour of service. 

26 . 1- 01-05. Reporting 
settlements , and judgments . 

and rev iew of medical malp r acti ce c la ims , 

1. A hea l th care provider or the insurer of a health care 
provider, if any, shall report all claims, settlements of 
claims, or fina l judgments against the health care 
provider to the commissioner . The report must be made in 
the manner prescribed by the commissioner and must provide 
those facts the commissioner deems necessary to gather 
adequate i nformation regarding claims, settlements of 
claims, and final judgments against health care providers . 
For the purposes of this section, a "health care provider" 
includes any person, corporation, facility, or institution 
licensed by this state to provide health care or 
professional services as a physician, hospital, dentist, 
professional or practical nurse, physician's aide, 
optometrist, podiatrist, chiropractor, physical therapist, 
or psychologist, or an officer, employee, or agent thereof 
acting in the course and scope of employment. 

2. The commissioner shall forward copies of all repo rts 
required by this section to the appropriate board of 
professional registration, examination, or licensure. 
That board shall review all reports which it receiv es and 
may take any necessary disciplinary action against a 
health care provider where the action is appropriate, 
including censure, imposition of probation, or suspension 
or revocation of the health care provider's license. The 
board shal l conduct the review as an administrative 
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hearing in the manner provided in chapter 28-32, including 
the giving of appropriate notice. 

26.1-01-06. Reporting of statistical data regarding legal malpractice 
claims, settlements, and judgments. The insurer of an attorney shall 
report statistical data regarding all claims, settlements of claims, 
or final judgments against the attorney to the commissioner. The 
report must be made in the manner prescribed by the commissioner and 
must provide those facts the commissioner deems necessary to gather 
adequate information regarding claims, settlements of claims, and 
final judgments against attorneys except that the commissioner may 
not require the insurer to provide the names of the parties involved 
in these claims. 

26.1-01-07. Fees chargeable by commissioner. The commissioner 
shall charge and collect the following fees: 

1. For filing articles of incorporation, or copies, or 
amendments thereof, twenty-five dollars. 

2. For each original certificate of authority issued upon 
admittance, fifty dollars and for renewal of certificate 
of authority, amendment to certificate of authority, or 
certified copy thereof, twenty-five dollars. 

3. For issuing an annual reciprocal exchange license, the 
same fees as those applicable to the issuance of a 
certificate of authority in subsection 2. 

4. For filing an annual report of a fraternal benefit 
society, and issuing a license or permit to the society, 
and for each renewal thereof, twenty-five dollars. 

5. For filing bylaws or amendments thereof, five dollars. 

6. For filing of articles of merger, or copies thereof, 
thirty dollars. 

7. For receiving the service of process as attorney, whether 
the commissioner is served with the process or admits 
service thereon, two dollars. 

8. For filing of power of attorney by nonadmitted insurer for 
conduct of business in compliance with surplus lines laws 
of this state, ten dollars. 

9. For filing an annual statement, twenty-five dollars. 

10. For each abstract of the annual statement of an insurance 
company for publication, three dollars. 

11. For an official examination, the actual expense and per 
diem incurred; but the per diem charge may not exceed 
thirty-five dollars. 
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12. For issuing a certificate to a domestic insurance company 
showing a compliance with the compulsory reserve 
provisions of this title and the maintenance of proper 
security deposits , and for any renewal of the certificate, 
five dollars. 

13. For a written licensee ' s examination administered by the 
office of the commissione r , wi th t he examination not to 
exceed two lines of ins urance at any one sitting, twenty 
dollars. 

14. For a written licensee ' s examination not administered by 
the office of the commiss i oner under a contract with a 
testing service, the actual cost of the examination, 
subject to approval of the commissioner, which shall be 
paid to the testing service. 

15. For issuing a resident insurance broker's, surplus lines 
insurance broker's and insurance consu l tant's license, or 
duplicate thereof, ten dollars. 

16 . For issuing a nonresident insurance broker's, surplus 
lines insurance broker ' s and insurance consu l tant ' s 
license, or duplicate thereof, fifteen dollars . 

17. For issuing a license for a resident agent or limited 
insurance representative of a foreign insurance company, 
or duplicate~ three dollars. 

18. For issuing a nonresident 
insurance representative ' s 
dollars. 

insurance agent's or limited 
license, or duplicate, ten 

19. For issuing a license for an agent or limited insurance 
representative of a domestic insurance company, county 
mutual insurance company, fraternal benefit society, or 
any other society, or duplicate, three dollars. 

20. For issuing a license to a resident agent for the attorney 
for a reciprocal exchange, three dollars. 

21 . For filing of any miscellaneous documents or papers, 
including documents of admission and those filed annually 
upon license renewal, one dollar each. 

22. For a copy of any paper filed in the commissioner's 
office, twenty cents per folio. 

23 . For affixing the commissioner ' s official seal on a copy of 
any paper filed in the office and certifying the copy, one 
dollar. 

Nonprofit health service corporations and health maintenance 
organizations are subject to the same fees as any other insurance 
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company. County mutual insurance companies and benevolent societies 
are liable only for the fees mentioned in subsections 2, 10, ll, 13, 
19, 22, and 23. 

26.1-01-08. Rulemaking Administrative procedure Appeal from 
commissioner's decision. Any rulemaking or any administrative 
proceeding conducted by the commissioner is subject to chapter 
28-32, and any order or decision of the commissioner, unless 
otherwise specifically provided for by law, is subject to review or 
appeal in the manner provided by chapter 28-32. 

26.1-01-09. Salary of commissioner. The annual salary of the 
commissioner is thirty-three thousand five hundred dollars. 

26.1-01-10. General penalty. For a violation of any provision of 
this title, when no penalty is provided specifically, the offender 
is guilty of an infraction. 

SECTION 2. Chapter 26.1-02 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-02-01. Definitions. In chapters 26.1-02 through 26.1-04, 
unless the context or subject matter otherwise requires: 

l. "Domestic" means incorporated or formed in this state. 

2. "Foreign", when used without limitation, means formed by 
the authority of any state or government other than this 
state. 

3. "Foreign decree" means any decree or order in equity of a 
court located in a reciprocal state, including a court of 
the United States, against any insurer incorporated or 
authorized to do business in this state. 

4. "Insurance company" includes any corporation, association, 
benefit society, exchange, partnership, or individual 
engaged as principal in the business of insurance. 

5. "Qualified party" 
in its capacity to 
state. 

means a state regulatory agency acting 
enforce the insurance laws of its 

6. "Reciprocal state" means any state the laws of which 
contain procedures substantially similar to those 
specified in this chapter for the enforcement of decrees 
or orders in equity issued by courts located in other 
states, against any insurance company incorporated or 
authorized to do business in that state. 

26.1-02-02. Duty of commissioner before granting or renewing certificate 
of authority. The commissioner must be satisfied by examination and 
evidence that an insurance company is legally qualified to transact 
business in this state, including compliance with section 
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26.1 - 03 - 11, before granting a certificate of authority to the 
company to issue policies or make contracts o f insura~ce. A 
certificate of authority issued under this title remains in force in 
perpetuity if the required renewa l fe e is paid and the commissioner 
is satisfied that the documents required by section 26.1 - 03 - 11 have 
been filed, the statements and evidences of investment required of 
the company have been furnished, the required capital or surplus or 
both, securities, and investments remain secure, and all other 
requirements of law are met. 

26.1 -02-03. Inquiry into condition of company . The commissioner may 
address to any insurance company doing or applying for permission to 
do business in this state any inquiries in relation to its 
activities, condition, or any other matter connected with its 
transactions. The company must reply to the inquiries promptly and 
in writing. 

26.1 -02 -04. Company controlled by foreign government prohibited -
Penalty . An insurance company or other insurance entity financially 
owned or financially controlled by any foreign government outside 
the United States may not do any insurance business in this state. 
The commissioner may not grant a license or issue a certificate of 
authority to any insurance company or other insurance entity 
financially owned or financially controlled by any foreign 
government outside the United States to transact any insurance 
business in this state. This section does not affect any insurance 
company qualified to do business in this state before 
January 2, 1955 . 

26.1 -02-05. Unauthorized insurance prohibited Exceptions . An 
insurance company may not transact insurance business in this state, 
as set forth in section 26 . 1- 02 - 06, without a certificate of 
authority from the commissioner. This section does not apply to: 

1. The lawful transaction of surplus lines insurance. 

2. The lawful transaction of reinsurance by insurers. 

3. Transactions involving a policy lawfully solicited, 
written, and delivered outside of this state covering only 
subjects of insurance not resident, located, or expressly 
to be performed in this state at the time of issuance, and 
which transactions are subsequent to the issuance of such 
policy. 

4. Transactions involving life insurance, health insurance, 
or annuities provided to educationa l or religious or 
charitable institutions organized and operated without 
profit to any private shareholder or individual, for the 
benefit of the institutions and individuals engaged in the 
service of the institutions. 

5. Attorneys ac t ing in the ordinary relation of attorney and 
client in the adjustment o f claims or losses. 
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6. Transactions involving group life, sickness, and accident, 
or blanket sickness and accident insurance, or group 
annuities where the master policy of the group was 
lawfully issued and delivered in and pursuant to the laws 
of a state in which the insurance company was authorized 
to do an insurance business, to a group organized for 
purposes other than the procurement of insurance, and 
where the policyholder is domiciled or otherwise has a 
bona fide situs. 

7. Transactions involving any policy of insurance or annuity 
contract issued before July l, 1973. 

8. Transactions relative to a policy issued or to be issued 
outside this state involving insurance on vessels, craft 
or hulls, cargoes, marine builder's risk, marine 
protection and indemnity or other risk, including strikes 
and war risks commonly insured under ocean or wet marine 
forms of policy. 

9. Transactions involving contracts of insurance issued to 
one or more industrial insureds; provided, that this does 
not relieve an industrial insured from taxation imposed 
upon independently procured insurance. An industrial 
insured is an insured: 

a. Which procures the insurance of any risk or risks 
other than life and annuity contracts by use of the 
services of a full-time employee acting as an 
insurance manager or buyer or the services of a 
regularly and continuously retained qualified 
insurance consultant; 

b. Whose aggregate annual premiums for insurance on all 
risks total at least twenty-five thousand dollars; and 

c. Which has at least twenty-five full-time employees. 

26.1-02-06. Insurance transactions defined Venue. Any of the 
following acts in this state effected by mail or otherwise by or on 
behalf of an unauthorized insurance company constitutes the 
transaction of an insurance business in this state: 

l. Making or proposing to make, as an insurance company, an 
insurance contract. 

2. Making or proposing to make, as guarantor or surety, any 
contract of guaranty or suretyship as a vocation and not 
merely incidental to any other legitimate business or 
activity of the guarantor or surety. 

3. Taking or receiving of any application for insurance. 
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4. Receiving or collecting any premium, commission, 
membership fees, assessments, dues, or other consiceration 
for any insurance or any part thereof. 

5. Issuing or delivering a contract of insurance to residents 
of this state or to persons authorized to do business in 
this state. 

6. Directly or indirectly acting as an agent for or otherwise 
representing or aiding on behalf of another, any person or 
insurance company in the solicitation, negotiation, 
procurement, or effectuation of insurance or renewals 
thereof or in the dissemination of information as to 
coverage or rates, or forwarding of applications, or 
delivery of policies or contracts, or inspection of risks, 
or fixing of ·rates, or investigation or adjustment of 
claims or losses, or in the transaction of matters 
subsequent to effectuation of the contract and arising out 
of it, or in any other manner representing or assisting a 
person or insurance company in the transaction of 
insurance with respect to subjects of insurance resident, 
located, or to be performed, in this state. This 
subsection does not prohibit full - time salaried employees 
of a corporate insured from acting in the capacity of an 
insurance manager or buyer in placing insurance on behalf 
of the employer . 

7. Transacting any kind of insurance business specifically 
recognized as transacting an insurance business within the 
meaning of the statutes relating to insurance. 

8. Transacting or proposing to transact any 
business in substance equivalent to any of the 
in a manner designed to evade these statutes. 

insurance 
foregoing 

The venue of an act committed by mail is at the point where the 
matter transmitted by mail is delivered and takes effect. 

26.1-02-07. Unauthorized contracts valid . The failure of an 
insurance company transacting insurance business in this state to 
obtain a certificate of authority does not impair the validity of 
any act or contract of the company and does not prevent the company 
from defending any civ il action in any court of this state, but a 
company transacting insurance business in this state without a 
certificate of authority may not maintain a civil action in any 
court of this state to enforce any right, claim, or demand arising 
out of the transaction of insurance business until the company has 
obtained a certificate of authority. 

26.1 -02-08 . Liability of unauthorized company. If any unauthorized 
insurance company fails to pay any claim or loss within the 
provisions of its insurance contract , any person who assisted or in 
any manner aided directly or indirectly in the procurement of the 
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insurance contract is liable to the insured for the full amount of 
the claim or loss in the manner provided by the contract. 

26.1-02-09. Restraint of violations Jurisdiction. Whenever the 
commissioner believes that any insurance company is violating or is 
about to violate this chapter, the commissioner may, through the 
attorney general of this state, cause a complaint to be filed in the 
district court of Burleigh County to enjoin and restrain the company 
from continuing or engaging in any violation or doing any act in 
furtherance thereof. The court may make and enter an order or 
judgment awarding preliminary or final injunctive relief as in its 
judgment is proper. 

26.1-02-10. Agent for service of process - Unauthorized company. Any 
act of transacting insurance business as set forth in this chapter 
by any unauthorized insurance company is an irrevocable appointment 
by the company, binding upon the company, its executor or 
administrator, or successor in interest if a corporation, of the 
secretary of state or the secretary's successor in office, as the 
attorney of the company upon whom may be served all lawful process ~ 
in any action or proceeding in any court by the commissioner or by 
the state and upon whom may be served any notice, order, pleading, 
or process in any proceeding before the commissioner and which 
arises out of transacting insurance business in this state by the 
company. Any act of transacting insurance business in this state by 
any unauthorized company signifies its agreement that any lawful 
process in any court action or proceeding and any notice, order, 
pleading, or process in any administrative proceeding before the 
commissioner so served is of the same legal force and validity as 
personal service of process in this state upon the company. 

26.1-02-11. Service of process - How made. Service of process is 
made by delivering to the secretary of state, or some person in 
apparent charge of the secretary's office, two copies thereof and by 
payment to the secretary of state of the fee prescribed by law. The 
secretary of state immediately shall forward by registered mail one 
copy to the defendant in a court proceeding, or to whom the process 
is addressed or directed in an administrative proceeding, at its 
last reasonably ascertainable address. The secretary of state shall 
keep a record of the date and hour of service. This service is 
sufficient if notice of the service and a copy of the process is 
mailed within ten days thereafter by certified mail to the defendant 
by the plaintiff or the plaintiff's attorney in a court proceeding, 
or to whom the process is addressed or directed by the commissioner 
in an administrative proceeding, at its last reasonably 
ascertainable address, and the defendant's receipt issued by the 
post office with which the letter is registered, showing the name of 
the sender of the letter and the name and address of the person or 
insurer to whom the letter is addressed, and an affidavit of mailing 
showing compliance herewith is filed with the clerk of the court in 
which the proceeding is pending, or with the commissioner in an 
administrative proceeding. No judgment or determination by default 
may be entered in any proceeding until the expiration of forty-five 
days from the date of filing of the affidavit of compliance. 
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This section does not limit or affect the right to serve any 
process upon any person or insurer in any other manner permitted by 
law. 

26.1-02-12. Pleading by unauthorized insurance company When 
permitted . Before any unauthorized insurance company files or causes 
to be filed any pleading in any court proceeding instituted against 
the company by service made as provided in section 26.1 - 02 -11, the 
company must either: 

1. File with the clerk of the court in which the proceeding 
is pending a cash or other bond with good and sufficient 
sureties, to be approved by the clerk, in an amount fixed 
by the court sufficient to secure payment of any final 
judgment which may be rendered in the action; or 

2. Procure a certificate of authority to transact the 
business of insurance in this state . In considering the 
application for a certificate of authority, for the 
purposes of this subsection, the commissioner need not 
assert section 26.1-11-06 against the company with respect 
to its application if the commissioner determines that the 
company would otherwise comply with the requirements for 
the certificate of authority. 

26.1-02-13. Enforcement of decisions or orders . The attorney 
general upon request of the commissioner may proceed in the court of 
this state or any reciprocal state to enforce an order or decision 
in any court proceeding or in any administrative proceeding before 
the commissioner . 

26.1-02-14. List of reciprocal states . The commissioner shall 
determine which states qualify as reciprocal states and shall 
maintain at all times an up-to - date list of reciprocal states . 

26.1-02-15. Filing and status of foreign decrees. A certified copy 
of any foreign decree may be filed in the office of the clerk of any 
district court of this state and concurrently in the office of the 
commissioner with information showing which district court is being 
used . The clerk, upon receiving verification from the commissioner, 
shall treat the foreign decree in the same manner as a decree of the 
district court. A filed foreign decree has the same effect as a 
decree of a district court of this state, and is subject to the same 
procedures, defenses, and proceedings for reopening, vacating, or 
staying as a decree of a district court and may be enforced or 
satisfied in like manner. 

26.1-02-16. Verification Notice of filing. At the time a foreign 
decree is filed in this state, the commissioner shall make and file 
with the clerk of the appropriate district court an affidavit 
setting forth the name and last known post - office address of the 
defendant and verifying that the decree or order is a foreign 
decree. Promptly upon receipt of the affidavit, the clerk shall 
mail notice of the filing of the foreign decree to the defendant at 
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the address contained in the affidavit and to the commissioner and 
shall make a note of the mailing in the docket. 

26.1-02-17. Enforcement of foreign decrees - Time limit. No execution 
or other process for enforcement of a foreign decree may issue until 
thirty days after the date the decree is filed. 

26.1-02-18. Stay of enforcement. If the defendant shows the 
district court that an appeal from the foreign decree is pending or 
will be taken, or that a stay of execution has been granted, the 
court must stay enforcement of the foreign decree until the appeal 
is concluded, the time for appeal expires, or the stay of execution 
expires or is vacated, upon proof that the defendant has furnished 
the security for the satisfaction of the decree required by the 
state in which it was rendered. If the defendant shows the district 
court any ground upon which enforcement of a decree of any district 
court of this state would be stayed, the court must stay enforcement 
of the foreign decree for an appropriate period, upon requiring the 
same security for satisfaction of the decree as would be required in 
this state. 

26.1-02-19. Fees. Any person filing a foreign decree shall pay 
a ten dollar filing fee to the clerk of court. Fees for docketing, 
transcriptions, or other enforcement proceedings are as provided for 
decrees of the district court. 

26.1-02-20. Reinsurance permitted - Limitations. Except as otherwise 
provided by this section and section 26.1-02-22, any insurance 
company organized or admitted to transact business in this state, 
including a mutual company, may reinsure any part or all of any risk 
taken by it in any insurance company or insurer licensed in any 
state if that company or insurer conforms to the same standards of 
solvency which would be required if, at the time the reinsurance is 
effected, it was licensed in this state. An insurance company 
organized or admitted to transact business in this state may 
reinsure a part or all of any risk taken by it in an insurance 
company or insurer not licensed in any state, if it is approved or 
accepted by the commissioner. A county mutual insurance company 
also may reinsure with any other county mutual insurance company. 
No reinsurance, however, may be effected with any company 
disapproved therefor by written order of the commissioner filed in 
the commissioner's office. A domestic insurance company organized 
to engage in the business of life, accident, or health insurance may 
not reinsure its risks or any part thereof without complying with 
chapter 26.1-07. 

26.1-02-21. Reinsurance Treatment upon insolvency, liquidation, or 
dissolution. No credit may be allowed, as an admitted asset or as a 
deduction from liability, to any ceding insurer for reinsurance, 
unless the reinsurance is payable by the assuming insurer on the 
basis of the liability of the ceding insurer under the contract or 
contracts reinsured without diminution because of the insolvency of 
the ceding insurer or to its domiciliary liquidator or receiver 
except where (1) the contract specifically provides another payee of 
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such reinsurance in the event of the insolvency of the ceding 
insurer; and (2) the assuming insurer with the consent of the direc t 
insured has assumed such policy obligations of the ceding insurer as 
direct obligations of the assuming insurer to the payees under the 
policies and in substitution for t he obligations of the ceding 
insurer to the payees . 

26 . 1-02-22. Accepting re insurance of unauthorized company prohib ited . 
An insurance or surety company may not assume the whole or any part 
of any risk covering property located in thi s state , as a 
reinsurance company or in any other manner, insured by any insurance 
company not authorized to transact business in this state. 

26 . 1-02-23. Revocation of company's authority to do business in this 
state . The commissioner shall revoke the certificate of authority of 
an insurance, bonding, surety, or indemnity company immediately if, 
at any time after examination, the commissioner has reason to 
believe that: 

l. Any annual statement or other report required to be 
submitted by an officer or agent of the company pursuant 
to this title is false; or 

2. The company is practic i ng discrimination against 
individual risks in the issue or cancellation of policies, 
bonds, or other contracts of insurance or corporate 
suretyship. 

26.1-02-24 . Copy of revoc ation to be mailed to company - Company to 
discont inue business - Setting as ide of revocation . If the certificate of 
authority of an insurance, bonding, surety, or indemnity company is 
revoked pursuant to section 26.1 - 02 - 23, the commissioner shall mail 
a copy of the revocation to the company, or to the agents thereof in 
this state. Thereafter, the company and its agents may not issue 
any new policy, bond, or surety contract nor renew any policy, bond, 
or surety contract previously issued. The revocation may not be set 
aside, nor may a new certificate of authority be issued, unti l 
satisfactory evidence has been submitted to the commissioner showing 
that the company is in the condition set forth in its annua l 
statement or other report, or that the discrimination alleged has 
not been practiced, or that the practice of discrimination will 
cease immediately, as the case may be, and that this title has been 
complied with by the company. 

26. 1-02 -25 . Penalty. Any unauthorized insurance company or 
other insurance entity or any representative or agent of the company 
or entity that transacts any unauthorized act of insurance business 
as provided by this chapter is guilty of a class A misdemeanor . 

SECTION 3. Chapter 26.1 - 03 of the North Dakota Century Code 
is hereby created and enacted to read as f o l lows: 

26.1-03-01. Limitation on risks acceptable by company . An i nsurance 
company transac ti ng an insurance business in t h i s state may not 
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expose itself to loss on any one risk or hazard to an amount 
exceeding ten percent of its paid-up capital and surplus if a stock 
company, or ten percent of its surplus if a mutual company, unless 
the excess is reinsured. 

26.1-03-02. Valuation of securities held by company. All bonds or 
other evidences of debt having a fixed term and rate held by any 
insurance company authorized to do business in this state, if amply 
secured and not in default as to principal or interest, may be 
valued as follows: 

1. If purchased at par, at the par value thereof. 

2. If purchased above or below par, on the basis of the 
purchase price adjusted so as to bring the value to par at 
maturity and so as to yield, in the meantime, the 
effective rate of interest at which the purchase was made. 

The purchase price may not be taken at a higher figure than the 
actual market value at the time of purchase, and the commissioner 
has full discretion in determining the method of calculating these 
values. 

26.1-03-03. Cooperative and assessment life associations - Valuation of 
policies. Cooperative or assessment life associations shall be 
admitted to transact business in this state upon compliance with the 
provisions of this title relating to the licensing and admission of 
life insurance companies without being required to value their 
policies in conformity with chapter 26-10.1. These associations 
must value their policies in the same manner as yearly renewable 
term policies are valued, according to the standard of valuation of 
life insurance policies prescribed by this title. 

26.1-03-04. Assets required of cooperative and assessment life 
associations. Every cooperative or assessment life association 
authorized to do business in this state must accumulate and maintain 
assets in excess of actual liabilities for death losses sustained 
and expenses incurred equal to two percent of all insurance which 
the association has in force. The assets must be cash, money on 
deposit in banks, and securities eligible for investment by 
insurance companies under this title. 

26.1-03-05. Surplus of life company doing business on mutual plan 
apportioned annually. Every life insurance company conducted on the 
mutual plan, or upon any other plan in which the policyholders are 
entitled to share in the profits or surplus of the company, doing 
business in this state must make an annual apportionment and 
accounting of divisible surplus to each policyholder beginning not 
later than the end of the third policy year. Each policyholder is 
entitled to, and must be credited with or paid in the manner 
provided in this chapter, the portion of the entire divisible 
surplus as has been contributed thereto by the policyholder's 
policy. Every life insurance company, upon policies other than 
industrial policies, issued before July l, 1907, under the 
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conditions of which the distribution of surplus was deferred to a 
fixed or specified time and made contingent upon the policy being in 
force and the insured living at that time, must ascertain annually 
the amount of surplus to which all of the policies as a separate 
class are entitled, and must apportion to the policies as a class 
the amount of surplus so ascertained and must carry the amount of 
the apportioned surplus, and the actual interest earnings and 
accretions of the fund, as a distinct and separate liability to the 
class of policies on and for which the same was accumulated. 
Neither the company nor any of its officers may use any part of the 
apportioned surplus for any purpose whatsoever other than for the 
express purpose for which the apportioned surplus was accumulated . 

26 . 1-03-06 . Life company may maintain contingency reserv e - Limitations. 
Any life insurance company doing business in this state may 
accumulate and maintain, in addition to the capital and surplus 
contributed by its stockholders and in addition to an amount equal 
to the net values of its policies computed according to the laws of 
the jurisdiction under which it is organized, a contingency reserve 
not exceeding the following respective percentages of the net 
values : 

1 . When the net values are less than one hundred thousand 
dollars, twenty percent thereof or the sum of ten thousand 
dollars, whichever is the greater. 

2. When the net values are greater than one hundred thousand 
dollars, the percentage thereof measuring the contingency 
reserve decreases one - half of one percent for each one 
hundred thousand dollars of the net values up to one 
million dollars and may include one-half of one percent 
for each additional one million dollars up to ten million 
dollars. 

3. If the net values equal or exceed the last mentioned 
amount, the contingency reserve may not exceed ten percent 
thereof. 

As the net values of the policies increase and the maximum 
percentage measuring the contingency reserve decreases, the company 
may maintain the contingency reserve already accumulated, although 
for the time being, it may exceed the maximum percentage herein 
prescribed. The company, however, may not add to the contingency 
reserve when the addition will bring it beyond the maximum 
percentage prescribed in this section . For cause shown, the 
commissioner may permit a company to accumulate and maintain a 
contingency reserve in excess of the lim~t specified in this section 
for a prescribed period, not exceeding one year under any one 
permission, by filing in the commissioner ' s office a decision 
stating the reasons therefor and causing the same to be pub l ished in 
the commissioner's next annual report . This section does not apply 
to any company doing exclusively a nonparticipating business. 
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26 .1-03 - 07 . Annual statement to be fil ed . Every insurance company 
doing business in this state must transmit to the commissioner, not 
later than March f i rst of each year, a statement of its condition 
and business fo r the year ending on the preceding December 
thirty-first. A company organized under the law of any foreign 
country or province must i nclude in the statement on l y business 
transacted within the United States, and must file a supplementa l 
statement of business transacted without the United States not later 
than December first. The commissioner shal l stamp t he date of 
receipt on every statement . The commissioner may not accept the 
annual statement from any company if the statement was transmitted 
after the date designated in this section unless the statement is 
accompanied by the penalty prescribed by section 26.1 - 03 - 16. 

26 . 1-03- 08 . Statements of receiver of company . A receiver of an 
insurance company doing business in this state, on or before June 
thirtieth of each year, and at any other time , when required to do 
so by the commissioner, shall make and fi l e a statement of the 
assets and liabilities of the company and of the income and 
expenditures during the receivership in the same manner and form as 
is required by this chapter from the officers of insurance 
companies. A receiver is subject to the same penalty for the 
failure or refusal to make and file the statement. 

26.1 - 03 - 09 . Statements to be verified by spec ifi ed officers - Duty of 
commissione r to distribute information . The annual statement must be 
verified by the signature and oath of the president or the vice 
president and of the secretary, the actuary, if a life insurance 
company, and the treasurer or corresponding person having charge of 
the accounts and finances of the insurance company, or by a majority 
of the members of the board of directors of the company. The 
commissioner shall arrange the information in the statements in a 
tabular form and annual l y print and distribute the information to 
the companies doing business in this state and to the legislative 
assembly. 

26 . 1- 03 - 10 . Publication of abst r act of annual statement and ce rtif icate of 
authority . An insurance company, at the time it submits its annual 
statement for filing, must submit an abstract of the annual 
statement for publication upon the form prescribed by the 
commissioner. The abstract of the annual statement of each company , 
other than a state or county mutual insurance company, must be 
published at least three times in one newspaper of general 
circulation, designated by the commissioner, printed and published 
in each judicial district in this state in which the company has an 
agency. The abstract of the annual statement of each state or 
county mutual insurance company must be published once in a 
newspaper published in the county in which the company has its 
principal place of business, the newspaper to be designated by the 
members of the company at their annual meeting. The certificate of 
authority issued by the commissioner to authorize the company to do 
business within this state must be published in connection with the 
publication of the abstract of its annual statement. The fees for 
publication are those provided under section 46 - 05-03 . Proof of 
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publication must be f i led with t h e commi ss i oner withi n four months 
afte r the f ili ng of the annua l s tatement . 

26.1 -03- 11 . Fire companies to report statistical data - Failure to report -
Exceptions to reporting requirements . Each insur ance company issui ng 
f i re insurance policies cover i ng property i n this s t a t e mus t 
annual l y report information setting f orth the amount of earned 
premiums in this state for p o l ic ie s cover i n g i nsured property 
located i n this state and the amount o f claims i ncurred . This 
information is not to i nclude persona l l i nes or fa r m property 
insurance. This information mus t b e reported on a form prescribed 
by t he commissioner. The company mus t f i l e the form wi th the 
commiss i oner or must certify to t he commi ssione r that the 
information has been r e ported d i r e c t ly t o a rating organization tha t 
predicates the majority of the fi re insurance rates for North 
Dakota. The form or cert i f icati on must accompany the annua l 
statement required under section 26 . 1- 03 - 07 . The commiss i oner shall 
forward information filed u nder this section to the rating 
organization that predicates a major i ty of the fire insurance rates 
for North Dakota. Each rating organ ization f il ing rates pursuant to 
chapter 26.1 - 25 must use this inf ormation in making rates. The 
commissioner shall revoke the certificate of authority of an 
insurance company failing to f i le the i n formation required by this 
section. 

26 . 1-03 - 12 . Definition of product liabil ity insurance. In sections 
26.1 - 03 - 12 through 26.1 - 03 -15, unless the context or subject matter 
otherwise requires, "product liability insurance " means both product 
liability and completed operations liability i nsurance and includes: 

1. Any policy of insurance insuring only the insured's legal 
obligations arising from product l iabi lity or completed 
operations expbsure of the insured. 

2. Any other policy of insurance in which the premium 
computation includes a premium charge for product 
liability or completed operations exposure of the insured. 

3. Any other insurance policy which provides product 
liability or completed operations insurance. 

26.1 -03 - 13 . Reporting of product liability information . Every 
insurance company providing product liability insurance or excess 
insurance above self- insurance to any manufacturer, seller, or 
distributor in this state must file with the commissioner annually, 
not later than April first, a report containing the following 
information for the one - year period ending December thirty- first of 
the previous year: 

1. The name of the insurance company . 

2. The name of all other insurance companies associated with 
the company submitting the report. 
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3. The states in which the company has been admitted for 
product liability insurance. 

4. The dollar amount collected in product liability earned 
premiums and the dollar amount of product liability 
incurred losses in this state and on a nationwide basis. 

5. The amounts shown in answer to subsection 4 which include 
any other insurance delivered as part of a package which 
cannot be considered exclusively product liability 
insurance. 

6. The total number of insureds, resident or located in North 
Dakota, for which the insurance company provided product 
liability insurance. 

7. The total number of insureds, resident or located in North 
Dakota, whose product liability insurance coverage the 
company canceled or refused to renew and the reasons 
therefor. 

8. The percentage of product liability premiums that are 
incurred for the following: 

a. Losses, including all loss adjustment expenses ratioed 
to premiums earned. 

b. Commissions, ratioed to premiums written. 

c. Taxes, ratioed to premiums written. 

d. All other expenses, ratioed to premiums earned. 

e. The total of all expenses included in subdivisions a 
through d, ratioed to premiums earned. 

f. Profits and reserves, ratioed to premiums earned. 

9. The basis upon which the company allocates premiums 
received and losses incurred from a multistate product 
liability risk, whether it be assigned to the risk's state 
or domicile, allocated to each state in which the risk has 
a physical plant, allocated to each state on the basis of 
sales in each state, or allocated on some other basis. 

The report must be in the format established by the commissioner and 
a copy of the insurance company's most recent annual report to 
shareholders or policyholders must be submitted with the report. If 
any of the required data is estimated, that fact must be clearly 
indicated. 

26.1-03-14. Confidentiality of product liability information reports. The 
commissioner may make reports required by section 26.1-03-13 
available to the public, but any reports made available to the 
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public must be made in a manner that will not reveal the names of 
any person, manufacturer, or seller involved. 

26.1-03-15 . Limitation of liability. No liability, and no cause of 
action of any nature, arises agains t any insurance company or its 
agents or employees, or the commissioner or the commissioner's 
employees, for any action taken by them pursuant to sections 
26.1 - 03 -1 3 and 26.1-03 -14 . 

26.1-03-16. Penalty for not making statement. Any insurance company 
doing business in this state which neglects to make and file any 
statement in the manner and within the time prescribed in this 
chapter forfeits one hundred dollars for each day's neglect, and 
upon notice by the commissioner to that effect , its authority to do 
new business ceases during the default. Any new business done by an 
insurance company after it has neglected to make a required 
statement is in violation of law. 

26.1-03-17. Commissioner to collect premium tax - Insurance companies 
generally - Domestic fire companies Computation. Before issuing the 
annual certificate required by law, the commissioner shall collect 
the following annual taxes from insurance companies doing business 
within the state: 

1. From every insurance company doing business in this state 
except stock and mutual companies organized under the laws 
of this state, a tax equal in amount to two and one-half 
percent of the gross amount of premiums, membership fees, 
and policy fees received in this state during the 
preceding year. This tax shall not apply to 
considerations for annuities. The tax is payable at the 
time when the annual statement of business required by law 
is filed. 

2. From every domestic fire insurance company, whether 
mutual, stock, or otherwise, a tax upon its fire insurance 
premiums or assessments, or both, equal to one - half of one 
percent of the gross premiums and assessments, less return 
premiums on all direct business received by it, or by its 
agent for it, in cash or otherwise in this state. The tax 
is collected for the purpose of assisting in the 
maintenance of the fire marshal ' s department and is 
payable on or before March first of each year. 

26.1-03-18. Insurance or surety company to file statement of business 
done before authorization and to pay tax . Before a surety company or an 
insurance company, other than a life insurance company, may be 
authorized to transact business in this state, the commissioner may 
require it to file with him a sworn statement and other proof that 
it has not written, or caused to be written, any surety bond or 
insurance contract on any person, firm, or corporation, or on 
property in this state, at any time prior to filing its application 
for a certificate of authority to do business in this state. If it 
appears that the company has written, or caused to be written, any 
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such surety bond or insurance contract while it was not authorized 
to do business in this state, it must file a statement of all such 
bonds and contracts written by it, and the company must pay the 
premium tax due thereon before a certificate of authority is issued 
to it. 

26.1-03-19. Examination of companies - Times - Expense. At least 
triennially the commissioner shall inspect and examine the . affairs 
of each domestic insurance company. The commissioner shall examine 
any such company whenever the commissioner deems it prudent to do so 
or upon the request of five or more of the stockholders, creditors, 
policyholders, or persons pecuniarily interested therein who make 
affidavit of their belief, with specifications of their reasons 
therefor, that such company is in an unsound condition. Whenever 
the commissioner deems it prudent for the protection of 
policyholders in this state, the commissioner in like manner shall 
examine any foreign insurance company applying for admission, or 
already admitted, to do business in this state, and the company must 
pay the same charge for the examination as is provided in section 
26.1-01-07 for an official examination. 

26.1-03-20. Examinations - By whom conducted - Compensation to be paid 
into state treasury. Qualified regular employees of •the commissioner 
shall conduct all examinations of an insurance company required or 
permitted by law to be conducted by the commissioner, whether or not 
the examinations are convention examinations called in accordance 
with rules promulgated by the national association of insurance 
commissioners. Their compensation is to be paid out of the 
appropriation for the commissioner's office. Any sums paid to the 
employees or to the commissioner by the company examined, as an 
examination fee or otherwise, is state money, and forthwith shall be 
paid into the state treasury. Any sums paid to the employee or the 
commissioner as expense money for the examiner may be paid directly 
to the employee, and no employee may charge or collect from the 
state any expenses incurred in connection with any examination for 
or during which expenses or any part thereof have been paid by any 
other person, firm, or corporation. 

26.1-03-21. Powers of commissioner or person making an examination. 
For the purposes of making any examination required or authorized by 
law, the commissioner, or the person making the examination, has 
free access to all books, papers, and securities of an insurance 
company relating to its business and to the books and papers kept by 
any of its agents, and may summon as witnesses and examine under 
oath the directors, officers, agents, and trustees of any such 
company and any other person in relation to the company's affairs, 
transactions, and condition. 

26.1-03-22. State auditor to make examination when commissioner is 
disqualified. If the commissioner is a director, officer, agent, 
attorney, or stockholder of, or is interested directly in, any 
insurance company except as an insured, the state auditor or a 
person appointed by the state auditor shall examine the company. No 
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officer or agent of any i nsurance company doing business in this 
state may be appointed to examine the a ffairs o f the company. 

SECTION 4 . Chapte r 26.1 - 04 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1 - 04 - 01. Limitation on right to engage in trade . An insurance 
company organized under this title may not dea l or trade, directly 
or indirectly, i n the buying or se l ling o f any goods, wares, 
merchandise, or other commodities whatever, except such as may have 
been insured by the company and are claimed to be damaged by reason 
of the risk insured against. 

26.1 -04 - 02. Unfair methods of competit ion or unfair and deceptive acts or 
practices prohibited. A person may not engage in this state in any 
trade practice defined i n t h i s chapter as, or determined pursuant to 
this chapter to be, an unfair method of competition or an unfair or 
deceptive act or practice in the business of insurance. 

26 . 1-04-03 . Unfair methods of competition and unfair or deceptive acts or 
practices defined . The following are unfair methods of competition and 
unfair and deceptive acts or practices in the business of insurance: 

1. Misrepresentations and false advertising of policy 
contracts. Making, issuing, circulating , or causing to be 
made, issued, or circulated, any estimate, illustration, 
circular, statement, sales presentation, omission, or 
comparison misrepresenting the terms of any policy issued 
or to be issued or the benefits or advantages promised 
thereby or the dividends or share of the surplus to be 
received thereon, or making any fa l se or misleading 
statements as to the dividends or share of surplus 
previously paid on any insurance policies , or making any 
misleading representation or any misrepresentation as to 
the financial condition of any person, or as to the legal 
reserve system upon which any life insurance company 
operates, or using any name or title of any policy or 
class of policies misrepresenting the true nature thereof, 
or making any misrepresentation tending to induce the 
lapse, forfeiture, exchange, conversion, or surrender of 
any insurance policy or for the purpose of effecting a 
pledge or assignment of or effecting a loan against any 
insurance. 

2. False information and advertising generally . Making, 
publishing, disseminating, circulating, or placing before 
the public, or causing, direct l y or indirectly, to be 
made, published, disseminated, circulated, or placed 
before the public, in a newspaper, magazine, or other 
publication, or in the form of a notice, circular, 
pamphlet, letter, or poster, or over any radio station, or 
in any other way, an advertisement, announcement, or 
statement containing any assertion, representation, or 
statement with respect to the business of insurance or 
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with respect to any person in the conduct of that person's 
insurance business, which is untrue, deceptive, or 
misleading. 

3. Defamation. Making, publishing, disseminating, or 

4. 

circulating, directly or indirectly, or aiding, abetting, 
or encouraging the making, publishing, disseminating, or 
circulating of any oral or written statement or any 
pamphlet, circular, article, or literature which.is false, 
or maliciously critical of or derogatory to the financial 
condition of any person, and which is calculated to injure 
any person engaged in the business of insurance. 

Boycott, coercion, and intimidation. Entering into any 
agreement to commit, or by any concerted action 
committing, any act of boycott, coercion, or intimidation 
resulting in or tending to result in unreasonable 
restraint of, or monopoly in, the business of insurance. 

5. False financial statements. Filing with any supervisory 
or other public official, or making, publishing, 
disseminating, circulating, or delivering to any person, 
or placing before the public, or causing directly or 
indirectly, to be made, published, disseminated, 
circulated, delivered to any person, or placed before the 
public, any false statement of financial condition of any 
person with intent to deceive. 

Making any false entry in any book, report, or 
statement of any person with intent to deceive any agent 
or examiner lawfully appointed to examine into its 
condition or into any of its affairs, or any public 
official to whom the person is required by law to report, 
or who has authority by law to examine into its condition 
or into any of its affairs, or, with like intent, 
willfully omitting to make a true entry of any material 
fact pertaining to the business of the person in any book, 
report, or statement of the person. 

6. Stock operations and advisory board contracts. Issuing or 
delivering or permitting agents, officers, or employees to 
issue or deliver, agency company stock or other capital 
stock, or benefit certificates or shares in any common-law 
corporation, or securities or any special or advisory 
board contracts or other contracts of any kind promising 
returns and profits as an inducement to insurance. 

7. Unfair discrimination. 

a. Making or permitting any unfair discrimination between 
individuals of the same class and equal expectation of 
life in the rates charged for any contract of life 
insurance or of life annuity or in the dividends or 
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other benefits payable thereon, or in any other of the 
terms and conditions of such contract. 

b. Making or permitting any unfair discrimination between 
individuals of the same class and of essentially the 
same hazard in the amount of premium, policy fees, or 
rates charged for any policy or contract of accident 
or health insurance or in the benefits payable 
thereunder, or in any of the terms or conditions of 
such contract, or in any other manner whatever. 

8. Rebates. 

a. Except as otherwise expressly provided by law, 
knowingly permitting or offering to make or making any 
contract of life insurance, life annuity, or accident 
and health insurance, or agreement as to such contract 
other than as plainly expressed in the contract issued 
thereon, or paying or allowing, or giving or offering 
to pay, allow, or give, directly or indirectly, as 
inducement to the insurance or annuity any rebate of 
premiums payable on the contract, or any special favor 
or advantage in the dividends or other benefits 
thereon, or any valuable consideration or inducement 
whatever not specified in the contract; or giving, 
selling, or purchasing, or offering to give, sell, or 
purchase as inducement to the insurance or annuity or 
in connection therewith, any stocks, bonds, or other 
securities of any insurance company or other 
corporation, association, or partnership, or any 
dividends or profits accrued thereon, or anything of 
value whatsoever not specified in the contract. 

b. Subsection 7 or subdivision a of this subsection do 
not prohibit the following practices: (1) in the case 
of any contract of life insurance or life annuity, 
paying bonuses to policyholders or otherwise abating 
their premiums in whole or in part out of surplus 
accumulated from nonparticipating insurance, provided 
that any such bonuses or abatement of premiums are 
fair and equitable to policyholders and for the best 
interests of the company and its policyholders; (2) in 
the case of life insurance policies issued on the 
industrial debit plan, making allowance to 
policyholders who have continuously for a specified 
period made premium payments directly to an office of 
the insurer in an amount which fairly represents the 
saving in collection expenses; and (3) readjusting the 
rate of premium for a group insurance policy based on 
the loss or expense experience thereunder, at the end 
of the first or any subsequent policy year of 
insurance thereunder, which may be made retroactive 
only for the policy year. 
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9. Unfair claim settlement practices. Committing any of the 
following acts, if done without just cause and if 
performed with a frequency indicating a general business 
practice: 

a. Knowingly misrepresenting to claimants pertinent facts 
or policy provisions relating to coverages at issue. 

b. Failing to acknowledge with reasonable 
pertinent communications with respect 
arising under insurance policies. 

promptness 
to claims 

c. Failing to adopt and implement reasonable standards 
for the prompt investigation of claims arising under 
insurance policies. 

d. Not attempting in good faith to effectuate prompt, 
fair, and equitable settlements of claims submitted in 
which liability has become reasonably clear. 

e. Compelling insureds to institute suits to recover 
amounts due under its policies by offering 
substantially less than the amounts ultimately 
recovered in suits brought by them when the insureds 
have made claims for amounts reasonably similar to the 
amounts ultimately recovered. 

f. Making known to insureds or claimants a policy of 
appealing from arbitration awards in favor of insureds 
or claimants for the purpose of compelling them to 
accept settlements or compromises less than the amount 
awarded in arbitration. 

g. Attempting 
basis of 
notice to, 

settlement or compromise of claims on the 
applications which were altered without 
or knowledge or consent of, insureds. 

h. Attempting to settle a claim for less than the amount 
to which a reasonable person would have believed one 
was entitled by reference to written or printed 
advertising material accompanying or made a part of an 
application. 

i. Attempting to delay the investigation or payment of 
claims by requiring an insured and the insured's 
physician to submit a preliminary claim report and 
then requiring the subsequent submission of formal 
proof of loss forms, both of which submissions contain 
substantially the same information. 

j. Failing to affirm or deny coverage of claims within a 
reasonable time after proof of loss has been 
completed. 
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k . Refusing payment of claims solely on the basis of the 
insured's request to do so without making an 
independent evaluation of the insured's liability 
based upon all available information. 

l. Providing coverage under a policy for confinement to a 
nursing home and refusing to pay a claim when a person 
covered by such a policy was confined to a hospital 
for three days or more and the person's physician 
ordered confinement for care other than custodial 
care . Custodial care means care which is primarily 
for the purpose of meeting personal needs without 
supervision by a registered nurse or a licensed 
practical nurse. 

10 . Unfair handling of communications by insurance company. 
Failing to adopt and implement reasonable standards for 
the prompt handling of written communications, primarily 
expressing grievances, received by the insurance company 
from insureds or claimants. 

11. Refusing to insure risks. Refusing to insure risks solely 
because of race, color, creed, sex, or national origin . 

12. Misrepresentation in insurance applications. Making false 
or fraudulent statements or representations on or relative 
to an application for an insurance policy, for the purpose 
of obtaining a fee, commission, money, or other benefit 
from any insurer, agent, broker, or individual. 

26.1-04-04. Coercing purchaser or borrower to insure with particular 
company or agent prohibited. 

1 . No person, engaged in selling real or personal property or 
in the business of financing the purchase of real or 
personal property or of lending money on the security of 
real or personal property and no trustee, director, 
officer, agent, or other employee of the person may 
require, as a condition precedent, concurrent, or 
subsequent to the sale or financing the purchase of the 
property or to lending money upon the security of a 
mortgage thereon or for the renewal or extension of any 
such loan or mortgage or for the performance of any other 
act in connection therewith, that the person purchasing 
the property or for whom the purchase is to be financed or 
to whom the money is to be loaned or for whom the 
extension, renewal, or other act is to be granted, or 
performed, negotiate any policy of insurance or renewal 
thereof covering the property through a particular 
insurance company, agent, solicitor, or broker. 

2. This section does not prevent the exercise by any person 
of the right to designate reasonable financial 
requirements as to the insurance company, the terms and 
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provisions of the policy, and the adequacy of the coverage 
with respect to insurance on property pledged or mortgaged 
to the person; nor does this section prohibit the right of 
any person from voluntarily negotiating or soliciting the 
placing of such insurance; nor does this section forbid 
the securing of insurance or renewal thereof at the 
request of the purchaser or borrower or because of the 
failure of the purchaser or borrower to furnish the 
necessary insurance or renewal thereof. 

3. Violation of this section constitutes an unfair insurance 
practice. The person violating this section must be 
proceeded against under this chapter. 

26.1-04-05. Discrimination by life companies and rebates and inducements 
by agents prohibited. A life insurance company doing business in this 
state may not make or permit any distinction or discrimination 
between insureds of the same class and with equal expectation of 
life in the amount or payment of premiums or rate charges for 
policies of life or endowment insurance, or in the dividends or 
other benefits payable thereon, or in any other of the terms or 
conditions of the contracts which it makes. A life insurance 
company, and no agent or solicitor therefor, either personally or by 
any other person, may not: 

1. Make any contract of insurance, or agreement with 
reference thereto, other than such as is expressed plainly 
in the policy issued thereon. 

2. Offer, promise, allow, give, set off, or pay any rebate of 
the whole or any part of the premium payable on the policy 
or the agent's commission thereon, or any special favor or 
advantage in the dividends, earnings, profits, or other 
benefit founded, arising, accruing, or to accrue thereon 
or therefrom. 

3. Offer, promise, allow, or give any special advantage in 
the date of the policy or the age at which the same is 
issued. 

4. Offer, promise, allow, or give any paid employment or 
contract for services of any kind, or any other valuable 
inducement or consideration whatever not specified in the 
policy contract of insurance. 

5. Offer, promise, give, option, sell, or purchase, or offer 
to give, sell, or purchase, as inducement to insurance or 
in connection therewith, any stocks, bonds, securities, or 
property, or any dividends or profits accruing or to 
accrue thereon, or other thing of value whatsoever not 
specified in the policy. 

This section does not prevent the taking of a bona fide obligation, 
with legal interest, in payment of any premium. 
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26 . 1-04-06 . Insured persons and applicants for insurance prohibited from 
accepting rebates . An insurance broker, limited insurance 
representative, or agent of any insurance or surety company, 
reciprocal, benevolent society, or any other insurance organization 
or association, however constituted or entitled, may not grant, and 
an insured person or party or applicant for insurance, either 
directly or indirectly, may not receive or accept, or agree to 
receive or accept, any rebate of premium or of any part thereof, or 
all or any part of any agent's, insurance broker's, limited 
insurance representative 's , or solicitor's commission thereon, or 
any favor or advantage, or any share in any benefit to accrue under 
any policy of insurance, or any othe r valuable consideration or 
inducement other than such as may be specified in the policy, except 
as provided in an applicable filing which is in effect under the 
provisions of the laws.regulating insurance rates. 

26.1 -04 -07 . Misrepresentation of terms of policy and future dividends 
prohibited . An insurance or surety company, reciprocal, benevolent 
society, or any other insurance organization or association, however 
constituted or entitled, doing business in this state, and an 
officer, director, agent, or solicitor of the company , society, or 
organization, and an insurance broker or limited insurance 
representative, may not issue, circulate, or use , or cause or permit 
to be issued, circulated, or used, any written or oral statement or 
circular misrepresenting the terms of any policy issued or to be 
issued by the company, society, or organization, or the benefits or 
advantages, promised thereby, or make an estimate, with intent to 
deceive, of the future dividends or shares of surplus payable under 
the policy, or use any name or title of any policy or class of 
policies misrepresenting the true nature thereof. 

26.1-04-08. Rulemaking. The commissioner may adopt reasonable 
rules necessary to identify specific methods of competition and acts 
or practices prohibited by section 26.1 - 04 - 03. The rules may not 
enlarge upon nor extend the provisions of section 26.1-04-03. 

26.1-04-09. Authority of commissioner. The commissioner may 
examine and investigate the affairs of every person engaged in the 
business of insurance in this state to determine whether the person 
has been or is engaged in any unfair method of competition or in any 
unfair or deceptive act or practice prohibited by section 
26.1-04-02 . 

26.1-04-10. State ' s attorney to prosecute for discrimination or 
misrepresentation . Upon evidence satisfactory to the commissioner that 
section 26.1 - 04- 05, 26.1 - 04- 06, 26.1 - 04-07, or 26 . 1 - 04-1 7 has been 
violated by any person, the commissioner shall certify to the 
state's attorney of the county in which the violation occurred all 
evidence of the violation in the commissioner's possession, and the 
state's attorney shall prosecute the case. 

26.1-04-11. Immunity from prosecution. If any person asks to be 
excused from attending and testifying or from producing any evidence 
at any trial or hearing on the ground that the testimony or evidence 
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required may tend to incriminate that person or subject that person 
to a penalty or forfeiture, but is directed to give the testimony or 
produce the evidence, that person must comply with the direction. 
That person may not thereafter be prosecuted or subjected to any 
penalty or forfeiture for or on account of any transaction, matter, 
or thing concerning which that person may testify or produce 
evidence pursuant thereto, and no testimony given or evidence 
produced may be received against that person upon any criminal 
action, investigation, or proceeding. However, no individual so 
testifying is exempt from prosecution or punishment for any perjury 
committed while testifying and the testimony or evidence given or 
produced is admissible upon any criminal action, investigation, or 
proceeding concerning the perjury, nor is the individual exempt from 
the refusal, revocation, or suspension of any license, permission, 
or authority conferred, or to be conferred, pursuant to the 
insurance laws of this state. The individual may execute, 
acknowledge, and file in the office of the commissioner a statement 
expressly waiving such immunity or privilege in respect to any 
transaction, matter, or thing specified in the statement and 
thereupon the testimony of the individual or such evidence in 
relation to the transaction, matter, or thing may be received or 
produced before any judge or justice, court, tribunal, grand jury, 
or otherwise, and if received or produced the individual is not 
entitled to any immunity or privilege on account of any testimony 
given or evidence produced. 

26.1-04-12. Hearing. Whenever the commissioner has reason to 
believe that any person has been engaged or is engaging in this 
state in any unfair method of competition or any unfair or deceptive 
act or practice defined in section 26.1-04-03, and that a proceeding 
would be to the interest of the public, the commissioner shall 
conduct a hearing. 

26.1-04-13. Orders and modifications. 

1. If, after hearing, the commissioner determines that the 
person charged has engaged in an unfair method of 
competition or an unfair or deceptive act or practice, the 
commissioner shall order the person to cease and desist 
from engaging in the method of competition, act, or 
practice. If the person charged is found to have 
willfully engaged in a method of competition, act, or 
practice in violation of section 26.1-04-03, the 
commissioner may order any one or more of the following: 

a. Payment of a monetary penalty of not more than one 
thousand dollars for each and every act or violation 
but not to exceed an aggregate penalty of ten thousand 
dollars unless the person knew or reasonably should 
have known that person was in violation of section 
26.1-04-03, in which case the penalty shall be not 
more than five thousand dollars for each and every act 
or violation but not to exceed an aggregate penalty of 
fifty thousand dollars in any six-month period. 
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b. Suspension or revocation of the person's license if 
the person knew or reasonably should have known that 
person was in violation of section 26.1 - 04- 03. 

2. Unti l the expiration of the time allowed for an appeal if 
no appeal has been duly filed or , if an appeal has been 
filed, then until the transcript of the record in the 
proceeding has been filed in the district court, the 
commissioner may modify or set aside in whole or in part 
any order issued under this section. 

3. After the expiration of the time allowed for filing an 
appea l if no appeal has been duly filed, the commissioner 
may, after notice and opportunity for hearing, reopen and 
alter, modify, or set aside, in whole or in part, any 
order issued under this section, whenever in the 
commissioner ' s opinion conditions of fact or of law have 
so changed as to require the action or if the public 
interest shall so require. 

26 . 1-04- 14. Penalty . Any person who violates a cease and desist 
order of the commissioner under section 26.1 - 04- 13, after it has 
become final, and whi l e it is in effect, shall, upon proof thereof 
to the satisfaction of the court, forfeit and pay to the state of 
North Dakota a sum not to exceed a monetary penalty of not more than 
ten thousand dollars for each and every act or violation. 

26 . 1-04 - 15. Judicial review by intervenor. If the commissioner does 
not charge a violation of this chapter , then any intervenor in the 
proceedings may within ten days after the service of the report, 
cause a notice of appeal to be filed in the district court of 
Burleigh County for a review of the report. The court may issue 
appropriate orders and decrees in connection therewith, including, 
if the court finds that it is to the interest of the public, orders 
enjoining and restraining the continuance of any method of 
competition, act, or practice which it finds, notwithstanding the 
report of the commissioner, vio l ates this chapter. 

26 . 1-04-16. Penalty for v iolating provisions relating to misrepresentat ion 
and disc r imination . Any officer, agent, solicitor, or representative 
of any insurance or surety company, reciprocal, benevolent society, 
or any other insurance organization, or association, or any other 
person, who violates section 26.1 - 04- 05, 26.1 - 04- 06, 26.1 - 04 - 07, or 
26 . 1- 04- 17 is guilty of a class A misdemeanor. The commissioner 
may, after a hearing upon fifteen days ' notice, revoke the license 
to transact business in this state of any insurance organization 
violating section 26.1 - 04- 05 or 26 . 1 - 04- 06. 

26 . 1-04-17. Revocation or suspens ion of insurance b roker ' s , limited 
insurance representative 's , and agent ' s license for misrep resentation or 
discr imination . Upon satisfactory evidence of the violation of any 
provision of this chapter relating to misrepresentation or 
discrimination by any insurance broker, limited insurance 
representative, agent, or solicitor of any insurance or surety 
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company, reciprocal, benevolent society, or any other insurance 
organization or association, however constituted or entitled, the 
commissioner may suspend or revoke the license of the offending 
solicitor or agent. 

26.1-04-18. Order does not relieve from other liability. An order of 
the commissioner under this chapter or order of a court affirming 
the commissioner's order does not relieve or absolve any person 
affected by the order from any liability under any other law of this 
state. 

26.1-04-19. Chapter additional to existing law. The powers vested 
in the commissioner by this chapter, are additional to any other 
powers to enforce any penalties, fines, or forfeitures authorized by 
law with respect to the methods, acts, and practices declared to be 
unfair or deceptive by this chapter. 

SECTION 5. Chapter 26.1-05 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-05-01. General powers and duties of domestic company. Every 
insurance company incorporated or formed by authority of any law of 
this state, except when otherwise expressly provided, may exercise 
the powers and is subject to the duties and liabilities provided by 
this title. The general law governing profit corporations applies 
to an incorporated domestic insurance company so far as the 
provisions are pertinent and not in conflict with provisions 
contained in this title relating to the company. 

26.1-05-02. Organization of domestic stock company - Number of persons 
required - Authorized lines. Any number of persons not less than seven 
may form a corporation on the stock plan to carry on one or more of 
the following lines of insurance: 

1. Against loss or damage by fire, 
tornado, hail, or theft. 

lightning, cyclone, 

2. Against the risks of inland navigation and transportation. 

3. Upon the lives of persons, including every kind of 
insurance pertaining thereto. 

4. Against accidental injuries including the granting, 
purchasing, and paying of annuities and indemnities. 

5. To transact fidelity insurance and corporate suretyship. 

6. Upon automobiles covering in 
policies fire, theft, property 
collision insurance. 

one policy or in separate 
damage, liability, and 

7. Covering any other hazard not specifically prohibited by 
the laws of this state as a subject of insurance. 
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8 . Against l e g al expense. 

A stock insurance company incorporated under this chapter may 
carry the lines of insurance mentioned in this section which have 
been expressed in its articles of incorporation . 

26 . 1-05- 03 . Organization of domestic mutual life compan y - Number of 
organ izers required . Any number of persons, not less than seven, may 
form a mutual life insurance company, and, together with others who 
may become associated with them or their successors, may become a 
body corporate for the purpose of carrying on the business of a 
mutual life insurance company. A mutua l life insurance company 
organized under this chapter may carry insurance upon the lives of 
persons, including every kind of insurance pertaining thereto. 

26 . 1-05- 04 . Capital stock and surplus requirements upon organizat ion of 
domestic stock company - Exceptions . A stock insurance company may not 
be incorporated under this chapter un l ess it has an authorized 
capital stock of at least five hundred thousand dollars and a 
surplus of at least five hundred thousand dollars. A domestic stock 
insurance company may not issue any po l icy of insurance until at 
least fifty percent of the required capital stock, and all of the 
required surplus, has been paid in, the residue of capital stock to 
be paid in within twelve months from the time of filing the articles 
of incorporation. The commissioner, for good cause shown, may 
extend the time of payment of the residue for the further period of 
one year. If the minimum capital stock and surplus requirements at 
the time a stock insurance company incorporated under this chapter 
were less than the minimum requirements provided by this section, 
the stock insurance company must maintain authorized capital stock 
and surplus which satisfies the capital stock and surplus 
requirements in effect at that time. 

26.1 - 05 - 05. Qual if ication of directors Residence requireme nts of 
d irectors and e xecuti ve off icers . One - third of the directors and a 
majority of the executive officers of a domestic insurance company 
must be residents of this state, and each of the directors of the 
company, if it has capital stock, must be the owner in the 
director's own right of stock of the company of the par value of at 
least five hundred dollars. 

26.1 - 05 - 06 . Art icles of incorporation Contents - Filing - Compan y 
name . The articles of incorporation of a corporation organized 
under this chapter must set forth, in addition to what is required 
to be set forth under the general law governing profit corporations: 

1. The kind of insurance proposed to be issued. 

2. That the company wi ll operate on the stock plan unless it 
is organized to engage in the life insurance business, in 
which case the articles must specify whether the company 
wi ll operate on the stock or mutual plan. 
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3. The period for the commencement and termination of the 
company's fiscal year. 

4. The period of its existence which may be perpetual. 

5. The name of the company, which may be any name not 
previously in use by an existing corporation authorized to 
do business in this state, but the words "insurance 
company", or, if the business specified in the articles is 
that of life insurance and the business is to be conducted 
upon the mutual plan, the words "mutual life insurance 
company" must constitute a part of such name. 

The articles must be filed in the office of the secretary of state 
and a certified copy must be filed with the commissioner. The 
commissioner may not issue a certificate to the company if, in the 
commissioner's judgment, the company's name too closely resembles 
the name of an existing corporation or is liable to mislead the 
public. 

26.1-05-07. Examination of articles by attorney general and by 
commissioner - Certificate - Filing. The attorney general shall examine 
the articles of incorporation and any amendments and if they conform 
to this chapter and are consistent with the constitution and laws of 
this state, shall certify to the commissioner. The commissioner 
shall examine the company to ascertain whether it has complied with 
the requirements of law according to the nature of the business 
proposed to be transacted by it. If the commissioner is satisfied 
by the examination that the corporation has complied with the law, 
the commissioner shall deliver to it a certified copy of the 
articles of incorporation or amendments to the articles of 
incorporation and a certificate stating the corporation has complied 
with all requirements of law. The certified copy of the articles of 
incorporation or amendments to the articles of incorporation and of 
the certificate may be used for or against the company with the same 
effect as the originals and are conclusive evidence of the fact of 
organization of the company as of the date of the certificate. 

26.1-05-08. Stock subscriptions. The individuals associated for 
the purpose of organizing a stock insurance company under this 
chapter, after having filed the articles of incorporation as 
required by section 26.1-05-06, may open books for subscriptions to 
the capital stock of the company and keep the books open until the 
full amount specified in the articles of incorporation is 
subscribed. 

26.1-05-09. Commissioner authorized to regulate solicitation of proxies. 
A person may not, in contravention of any rules the commissioner may 
adopt as necessary or appropriate in the public interest or for the 
protection of investors, solicit or permit the use of the person's 
name to solicit any proxy, consent, or authorization in respect of 
any equity security of a domestic stock insurance company not listed 
on a national securities exchange and registered as such with the 
federal securities and exchange commission. This section applies to 
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every domestic stock insurance company having one hundred or more 
stockholders of record. However, this section does not apply to any 
insurance company if ninety- five percent or more of its stock is 
owned or controlled by a parent or an affiliated insurance company 
and the remaining shares are held by less than five hundred 
stockholders. A domestic stock insurance company which files with 
the federa l securit i es and exchange commission forms of proxies, 
consents, and authorizations which comply with the requirements of 
the Securities and Exchange Act o f 1934 , as amended, is exempt from 
this section. 

26 . 1-05-10 . "Equity sec urity" defined . "Equity security" as used 
in sections 26. 1- 05 -ll through 26.1 - 05 - 15 means any stock or similar 
security; any security convertible , with or without consideration, 
into such a security, or carrying any warrant or right to subscribe 
to or purchase such ·a security; any such warrant or right; or any 
other security which the commissioner deems to be of similar nature 
and considers necessary or appropriate to treat as an equity 
security, by any rules the commissioner adopts in the public 
interest or for the protection of investors. 

26 . 1-05- 11 . Statement of owne r ship requi red . Every person who is 
directly or indirectly the beneficial owner of more than ten percent 
of any class of any equity security of a domestic stock insurance 
company, or who is a director or an officer of the company, shall 
file in the office of the commissioner within ten days after 
becoming beneficial owner, director, or officer a statement, in the 
form the commissioner prescribes, of the amount of all equity 
securities of the company of which the person is the beneficial 
owner. Within ten days after the close of each month where there 
has been a change in ownership during the month, the person shall 
file in the office of the commissioner a statement, in the form the 
commissioner prescribes, indicating the person ' s ownership at the 
close of the month and any changes in the person ' s ownership which 
occurred during the month. 

26 . 1-05- 12 . Ga ins to benefit company Suit to recover. For the 
purpose of preventing the unfair use of information which may have 
been obtained by a beneficial owner, director, or officer by reason 
of the relationship to a domestic stock insurance company, any 
profit realized by that person from any purchase and sale, or any 
sale and purchase, of any equity security of the company within any 
period of less than s i x months, unless the security was acquired in 
good faith in connection with a debt previously contracted, inures 
to and is recoverable by the company, irrespective of any intention 
on the part of the beneficia l owner, director, or officer in 
entering into the transaction of holding the security purchased or 
of not repurchasing the security sold for a period exceeding six 
months. Suit to recover the profit may be instituted at law or in 
equity in any court of competent j ur i sdiction by the company, or by 
the owner of any security of the company in the name and in behalf 
of the company if the company fails or refuses to bring suit within 
sixty days after request or fa il s di l igently to prosecute the suit; 
but no suit may be brought more than t wo years after the date the 
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profit was realized. This section does not cover any transaction 
where the beneficial owner was not such both at the time of the 
purchase and sale, or the sale and purchase, of the security 
involved, or any transaction or transactions which the commissioner 
by rule exempts as not comprehended within the purpose of this 
section. 

26.1-05-13. Conditions of sale. A beneficial owner, director, or 
officer, directly or indirectly, may not sell any equity security of 
a domestic stock insurance company if the person selling the 
security or the person's principal (1) does not own the security 
sold, or (2) if owning the security, does not deliver it against 
such sale within twenty days thereafter, or does not within five 
days after the sale deposit it in the mails or other usual channels 
of transportation. A person does not violate this section if the 
person proves that notwithstanding the exercise of good faith the 
person was unable to make such delivery or deposit within such time, 
or that to do so would cause undue inconvenience or expense. 

26.1-05-14. Exceptions. Sections 26.1-05-11 through 26.1-05-13 
do not apply to equity securities of a domestic stock insurance 
company if (1) the securities are registered, or are required to be 
registered, pursuant to section 12 of the Securities Exchange Act of 
1934, as amended, or if (2) the company does not have any class of 
its equity securities held of record by one hundred or more persons 
on the last business day of the year preceding the year in which 
equity securities of the company would be subject to sections 
26.1-05-11 through 26.1-05-13 except for this exception. Sections 
26.1-05-11 through 26.1-05-13 do not apply to foreign or domestic 
arbitrage transactions unless made in contravention of any rules the 
commissioner adopts to carry out the purposes of sections 26.1-05-11 
through 26.1-05-15. Section 26.1-05-12 does not apply to any 
purchase and sale or sale and purchase, and section 26.1-05-13 does 
not apply to any sale, of an equity security of a domestic stock 
insurance company not held by the dealer in an investment account, 
by a dealer in the ordinary course of business and incident to the 
establishment or maintenance by the dealer of a primary or secondary 
market (otherwise than on an exchange as defined in the Securities 
Exchange Act of 1934) for the security. 

26.1-05-15. Rulemaking authority - Liability. The commissioner may 
adopt any rules necessary to administer sections 26.1-05-11 through 
26.1-05-14. The commissioner may classify domestic stock insurance 
companies, securities, and other persons or matters within his 
jurisdiction and define and prescribe terms and conditions with 
respect to securities held in an investment account and transactions 
made in the ordinary course of business and incident to the 
establishment or maintenance of a primary or secondary market. 
Sections 26.1-05-11 through 26.1-05-13 do not impose any liability 
for any act done or omitted in good faith in conformity with any 
rule of the commissioner, notwithstanding that the rule may, after 
the act or omission, be amended or rescinded or determined by 
judicial or other authority to be invalid for any reason. 
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26.1-05-16. Capital stock reduced Examination and certificate of 
commissioner . When the capital stock of an insurance com~=?any is 
impaired, the company, upon a vote of a majority of the stock 
represented at a meeting legally called for that purpose, may reduce 
its capital stock, and the number of shares thereof, to an amount 
not less than the minimum required by law. No part of its assets 
and property, however, may be distributed to its stockholders. 
Within ten days after the meeting, the company must · submit to the 
commissioner a certificate setting forth the proceedings, the amount 
of the reduction, and the assets and liabilities of the company, 
signed and sworn to by its president, secretary, and a majority of 
its directors. The commissioner shall examine the facts in the 
case. If the facts conform to law and in the commissioner's 
judgment the proposed reduction may be made without prejudice to the 
public, the commissioner shall endorse his approval upon the 
certificate. Upon the filing of the certificate so endorsed, the 
company's articles of incorporation are deemed to be amended to 
conform to the certificate, the commissioner's certificate shall be 
issued to that effect, and the company may transact business upon 
the basis of such reduced capital as though the same were its 
original capital. The company, by a majority vote of its directors 
after the reduction, may require the return of the original 
certificates of stock held by each stockholder in exchange for new 
certificates in lieu thereof for the number of shares each 
stockholder is entitled to in the proportion that the reduced 
capital bears to the original capital. 

26.1-05-17. Transfer of stock pending examination - Liability. A 
transfer of the stock of any domestic insurance company made during 
the pendency of any examination does not release the party making 
the transfer from the party's liability for loss which may have 
occurred previous to the transfer. 

26.1-05-18 . Investment of funds must be authorized by directors -
Prohibited investment practices. An investment or loan, except a policy 
loan, may not be made by any domestic insurance company unless the 
investment or loan first has been authorized by the board of 
directors of the company or by an investment committee appointed by 
the board of directors of the company charged with the duty of 
supervising the making of loans or investments by the company. A 
domestic insurance company may not: 

l. Subscribe to or participate in any underwriting of the 
purchase or sale of securities or property. 

2 . Enter into any transaction for the purchase or sale of any 
securities or property on account of the company jointly 
with any other person, firm, or corporation. 

3. Enter into any agreement to withhold any of its property 
from sale, but the disposition of its property at all 
times is within the control of its board of directors. 
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4. Invest any of its funds in, or loan the funds upon, the 
shares of stock of any corporation except as otherwise 
provided in this chapter. 

5. Invest any of its funds in, or loan the funds upon, any 
bonds or obligations, except government, state, or 
municipal securities, which are not secured by adequate 
collateral security to the full extent of the investment, 
except as otherwise provided in this chapter. 

6. Invest its capital, surplus funds, or other assets in, or 
loan the same upon, any property owned by any officer or 
director of the company, or by any of the immediate 
members of the family of any such officer or director, nor 
in any manner which will permit any such officer or 
director to gain through the investment of funds of the 
company. 

investment of funds of insurance companies. 
domestic insurance company may invest any of its funds 
accumulations in: 

26.1-05-19. Authorized A 
and 

1. Securities or obligations made specifically eligible for 
such investment by law. 

2. Bonds or other evidence of indebtedness issued, assumed, 
or guaranteed by the United States of America, the 
District of Columbia, or by any state, territory, or 
insular possession of the United States or by any county, 
city, township, school district, or other civil division 
of a state, including those payable from special revenues 
or earnings specifically pledged for the payment thereof, 
and those payable from special assessments. 

3. Bonds or other evidences of indebtedness issued, 
or guaranteed by any instrumentality or agency 
United States of America. 

assumed, 
of the 

4. Notes or bonds secured by mortgage or deed of trust 
insured by the federal housing administrator, debentures 
issued by the federal housing administrator, and 
securities issued by national mortgage associations. 

5. Bonds issued by the industrial commission under chapter 
4-36. 

6. Bonds guaranteed by the economic development commission 
under chapter 6-09.2. 

7. Bonds issued by the North Dakota municipal bond bank 
pursuant to chapter 6-09.4. 

8. Bonds issued by the state board of higher education under 
chapter 15-55. 
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9. 

10. 

11. 

12 . 

13. 

14 . 

15. 

16 . 
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Revenue bonds issued by the state water conservation 
commission. 

Interim financing notes issued by the state water 
conservation commission pursuant to chapter 61 - 02. 

Warrants issued by a city under chapter 40 - 24. 

Bonds or notes issued pursuant to chapter 40 - 33.2. 

Bonds or other ob l igat ions issued pursuant to chapter 
40 - 58. 

Bonds issued under chapter 40 - 61 . 

Notes or other int erest - bearing obligations of any state 
development corporation of which the company is a member, 
issued in accordance with chapter 10 - 30. 

Bonds or other evidences of indebtedness issued, 
or guaranteed by the Dominion of Canada, or any 
thereof, or by any municipality or district 
provided that the obligations are valid and 
authorized and issued. 

assumed , 
province 
therein, 
legally 

17. Mortgage bonds and debentures of any solvent railway 
company duly incorporated and authorized under the laws of 
this state or of any other state, territory, or insular 
possession of the United States, or of the Dominion of 
Canada or of any province thereof. 

18. Mortgage bonds 
public utility, 
and authorized 

and debentures of any solvent industrial, 
or financial corporation duly incorporated 
under the laws of the United States of 

America or of any state, territory, or insular possession 
thereof, or of the Dominion of Canada or of any province 
thereof. 

19 . Preferred stock , of, or common or preferred stock 
guaranteed as to dividends by, and common stock of, any 
corporation organized under the laws of the United States, 
any state, terr i tory, or possession of the United States, 
the District of Columbia, the Dominion of Canada or any 
province of the Dominion of Canada subject to the 
following restrictions and limitations: 

a. The company issuing the preferred stock or 
guaranteeing the dividends on the common stock must 
have earned an average amount per annum at least equal 
to five percent of the par value of its common and 
preferred stocks or in the case of stocks having no 
par value, of its issued or stated value outstanding 
at the date of purchase , over the period of seven 
fiscal years immediately preceding the date of 
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purchase or which over such period earned an average 
annual amount at least equal to two times the total of 
its annual interest charges, preferred dividends, and 
dividends guaranteed by it, determined with reference 
to the date of purchase. 

b. The company issuing any common stock must have earned 
an average amount per annum at least equal to six 
percent of the par value of its capital stock, or in 
the case of stock having no par value of the issued or 
stated value of such stock, outstanding at the date of 
purchase over the period of seven fiscal years 
immediately preceding the date of purchase. 

c. The company issuing or guaranteeing the stock has not 
been in arrears in the payment of dividends thereunder 
for a period of ninety days within the five-year 
period immediately preceding purchase of the stock. 

d. Investments in preferred, guaranteed, and common 
stocks may not exceed in the aggregate ten percent of 
the life insurance company's admitted assets. 

20. Savings accounts, under certificates of deposit or in any 
other form, in solvent banks and trust companies which 
have qualified for federal deposit insurance corporation 
protection, shares and savings accounts, under 
certificates of deposit, investment certificates, or in 
any other form, in solvent savings and loan associations 
organized under federal law or state law of any state 
which have qualified for federal savings and loan 
insurance corporation protection, and shares and deposit 
accounts, under certificates of deposit or in any other 
form, in solvent state or federally chartered credit 
unions which are insured by the national credit union 
administration. Investments in the shares and accounts 
are not limited to, or by, the amount of any such 
insurance protection. 

21. Loans made upon the security of its own policies, 
life insurance company, but no loan on any policy 
exceed the reserve value thereof. 

if a 
may 

22. Notes secured by mortgages on improved unencumbered real 
estate, including leaseholds substantially having and 
furnishing the rights and protection of a first real 
estate mortgage, within the United States of America or 
any province of the Dominion of Canada. No loan may be 
made under this subsection unless at the date of 
acquisition the total indebtedness secured by such lien 
does not exceed seventy-five percent of the value of the 
property upon which it is a lien. The loan may be made in 
an amount exceeding seventy-five percent so long as any 
amount over seventy-five percent of the value of the 
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property mortgaged is guaranteed or insured by the federal 
housing administration or guaranteed by the administrator 
of veterans affairs or is insured by private mortgage 
insurance through an insurance company authorized to do 
business in this state. Loans may be amortized on the 
basis of a final maturity not exceeding thirty years from 
the date of the loan with an actual maturity date of the 
loan at any time less than thirty years. A loan on a 
single - family dwelling where the l oan is amortized on the 
basis of a final maturity twenty - five years or less from 
the date of the loan may be made in an amount not 
exceeding eighty percent of the value of the property 
mortgaged. The loan on a single - family dwelling may be 
made in an amount exceeding eighty percent so long as any 
amount over eighty percent of the value of the property 
mortgaged is insured by private mortgage insurance through 
an insurance company authorized to do business in this 
state. Buildings may not be included in the valuation of 
such property unless they are insured and the policies are 
made payable to the company as its interest may appear. A 
loan may not be made in excess of the amount of insurance 
carried on the buildings plus the value of the land. No 
insurance company may hold less than the entire loan 
represented by the bonds or notes described in this 
subsection except that a company may own part of an 
aggregate obligation if all other participants in the 
investment are insurance companies authorized to do 
business in North Dakota or banks whose depositors are 
insured by the federal deposit insurance corporation or 
savings and loan associations whose members are insured by 
the federal savings and loan insurance corpo ration or 
unless the security of the bonds or notes, as well as all 
collateral papers, including insurance policies, executed 
in connection therewith, are made to and held by a trustee 
which is a solvent bank or trust company hav ing a paid- in 
capital of not less than two hundred fifty thousand 
dollars, except in case of banks or trust companies 
incorporated under the laws of the state of North Dakota, 
wherein a paid- in capital of not less than one hundred 
thousand dollars is required. In case of proper 
notification of default the trustee, upon request of at 
least twenty - fi v e percent of the holders of the bonds 
outstanding, and proper indemnification, shall proceed to 
protect the rights of the bondholders under the provisions 
of the trust indentures. 

First mortgage bonds on improved city real estate in 
state, issued by a corporation duly incorporated under 
laws of any state of the United States of America, if 
loans on the real estate are made in accordance with 
requirements as to first mortgage loans in subsection 

any 
the 
the 
the 
22. 
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24. Real estate for the production of income or for 
improvement or development for the production of income 
subject to the following provisions and limitations: 

a. Real estate used primarily for farming or agriculture 
may not be acquired under this subsection. 

b. Investments made by any company under this subsection 
may not at any time exceed ten percent of the admitted 
assets of the company. 

c. An investment in any single parcel of real estate 
acquired under this subsection may not exceed two 
percent of the admitted assets of the company. 

d. The real estate, including the cost of improvements, 
must be valued at cost and the improvements must be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

25. Land and buildings used as horne or regional offices, 
subject to the following provisions and limitations: 

a. Land and buildings 
principal office and 
regional offices 
accommodation in the 

thereon in which it has its 
any other real estate including 
requisite for its convenient 
transaction of its business. 

b. Investments or total commitment in the land and 
buildings may not aggregate more than ten percent of 
the company's admitted assets without the consent of 
the commissioner. 

c. The real estate, including the cost of improvements, 
must be valued at cost and the improvements must be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

26. Investments by loans or otherwise, in the purchase of 
electric or mechanical machines constituting a data 
processing system. The company may hold the system as an 
admitted asset for use in connection with the business of 
the company if, (a) its aggregate cost does not exceed 
five percent of the admitted assets of the company; and 
(b) the cost of the component machines constituting the 
system is fully amortized over a period of not to exceed 
ten years. If a data processing system consists of 
separate component machines acquired at different times, 
then the cost of each component must be amortized over a 
period not to exceed ten years commencing with the date of 
acquisition of each component. 

27. Promissory notes amply secured by the pledge of bonds or 
other evidences of indebtedness in which the company is 
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authorized to invest its funds by the provisions of this 
section. 

28. Loans, securities, or investments in addition to those 
permitted in this section, whether or not the loans, 
securities, or investments qualify or are permitted as 
legal investments under its charter, or under other 
provisions of this section or under other provisions of 
the laws of this state. The aggregate of such company's 
investments under this subsection may not exceed either 
five percent of the company ' s admitted assets, or the 
amount equal to the company's unassigned surplus, 
whichever is less. 

This section does not prohibit a company from taking any action 
deemed necessary or expedient for the protection of investments made 
by it or from accepting in good faith, to protect its interests, 
securities, or property not mentioned in this section in payment or 
to secure debts due to it. 

26 . 1-05-20 . Lim itat ion on purchase and con veyance of real prope rty . A 
domestic insurance company may acquire, hold, and convey only the 
real property that has been: 

1. Mortgaged to it in good faith by way of security for loans 
previously contracted or for moneys due to it. 

2. Conveyed to it in satisfaction of debts previously 
contracted in the course of its dealings. 

3. Purchased at sales on judgments, decrees, or mortgages 
obtained or made for debts previously contracted in the 
course of its dealings. 

4. Acquired as an investment for the production of income or 
has been acquired to be improved or developed for an 
investment for the production of income as provided by 
law. 

Any company may improve real property so acquired or remodel 
existing improvements and exchange the real property for other real 
property or securities, and real property acquired by the exchange 
may be improved or the improvements remodeled. 

26 . 1-05-21. Real property acquired by domestic company - When sal e 
requ ired . All property acquired by a domestic insurance company in 
any manner specified in subsections 1, 2, and 3 of section 
26.1-05 - 20 which is not necessary for the accommodation of the 
company or for the convenient transaction of its business must be 
sold and disposed of within two years after the company has acquired 
title, and as to any property so acquired which was necessary for 
the accommodation of the company or for the convenient transaction 
of its business, within two years after the property has ceased to 
be necessary for the accommodation of business . A company may not 
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hold any of such property for a period longer than is specified in 
this section unless it procures a certificate from the commissioner 
stating that the company's interests will suffer materially by the 
forced sale of the property. If the certificate is obtained, the 
time for the sale may be extended to the time the commissioner 
directs in the certificate. A company may select real property 
acquired under subsections 1, 2, and 3 of section 26.1-05-20 other 
than real property used primarily for farming and agriculture, and 
hold the property as an investment for income, not exceeding the 
total amount permitted by law for such purpose, and the property is 
not subject to the limitations of this section. 

26.1-05-22. Liabilities of officers and directors of domestic company. 
Any officer or director of a domestic insurance company who makes or 
authorizes an investment or loan in violation of section 26.1-05-19 
or 26.1-05-20 is liable personally to the stockholders of a stock 
insurance company, or to the policyholders of a mutual insurance 
company, for any loss occasioned thereby. If a company is under 
liability for losses equal to its net assets and the president or 
directors, knowing of the liability, make or assent to further 
insurance, they are liable personally for any loss under the 
insurance. If the directors allow to be insured on a single risk a 
larger sum than that permitted under section 26.1-03-01, they are 
liable for any loss thereon above the amount the company might 
insure lawfully, unless the excess is reinsured as required by that 
section. 

26.1-05-23. Domestic life company to deposit securities with commissioner. 
A domestic life insurance company must physically deposit with the 
commissioner on the date on which the company files its annual 
statement, securities of a value equivalent to the net value of all 
policies the company has in force. The securities must be of a kind 
specified in section 26.1-05-19. The company, in lieu of the 
physical deposit, may file, and the commissioner shall accept, a 
detailed, verified statement setting forth with sufficient 
particularity a list of the items of security held by the company in 
an amount equivalent to the net value of all policies in force. The 
securities specified in the list, although retained by the company, 
must be kept separate and distinct from the other securities of the 
company and must be held as a deposit for the policyholders of the 
company under this section. This section does not prevent or 
prohibit a domestic life insurance company from depositing with the 
commissioner securities in an amount to exceed the cash value of its 
policies. 

26.1-05-24. Commissioner may examine books and securities of domestic 
life company. The commissioner may examine the books, papers, 
securities, and business of any domestic life insurance company at 
any time, or may authorize any other suitable person to make the 
examination. The commissioner, or person authorized to make an 
examination, may examine under oath any officer or agent of the 
company, or any other person, relative to the business and 
management of the company. If upon the examination the commissioner 
is of the opinion that the company is insolvent or that its 
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condition is s u c h as to render a fur ther con t inuance o f its bus iness 
h a z ardous, the commissioner may require the company t o deposit i n 
the commissione r ' s o f fice a ll securi ti es s pec if i ed i n any list f i led 
pursuant to sec t ion 2 6 . 1-05 - 23 and not depos i ted. 

26.1-05 - 25 . Securities may be exchanged - Withdrawal of securities. A 
domestic l ife insurance company, at a ny time, may change the 
securities on physical depos it or designat e d on the statement of 
securities he l d by the compa ny in l ieu of a d e posi t by substituti n g 
a like amount of the character required in t he first instance. If 
the annua l valuation of the polic i es in forc e shows them to be less 
tha n the amount of the security deposited, the company may wi t hdraw 
the excess, but at least t wenty- five t housand dollars worth of 
securities must remain on depos i t a t all time s . 

26.1-05 - 26 . Dividends on securities property of company . A domestic 
life insurance company having bonds or other securities on deposit 
with the commissioner may collect the dividends or interest thereon 
upon delivering to its authorized agent the coupons or other 
evidence of interest as the same become s due. If any company, 
however, fails to deposit additional securities when and as called 
for by the commissioner, or pending any proceedings to close up or 
enjoin the operations of the company, the commissioner shall collect 
the dividends or interest and add the same to the securities on 
deposit. 

26 . 1-05-27 . Certificate of compliance with security depos it law - Issuance 
Renewal - Attachment to policies. The commissioner shall issue a 

certificate to a domestic life insurance company to the effect that 
the company does business under the compulsory reserve deposit law 
of North Dakota and maintains in the office of the commissioner a 
deposit of an amount in excess of the net value of all outstanding 
policies in stipulated and first - class securities deposited for the 
protection of the policyholders of the company when the company has: 

1. Filed its annual statement; and 

2. Deposited securities with the commissioner or filed a 
detailed list of securities held by the company in lieu of 
the deposit with the commissioner, the deposit and list to 
be renewed annually on or before March first. 

The certificate expires on March thirty- first of the ensuing year 
and may be renewed annually upon the filing of a statement of 
renewal along with any additional physical deposit or additions to 
the statement of securities held by the company in lieu of a deposit 
and upon compliance with the other provisions of this section . A 
copy of the certificate may be attached to any policy of insurance 
issued by any domestic life insurance company after the certificate 
has been issued to it. 

26.1-05-28. Sec uri ties vest in policyholders on default of domest ic life 
company. The securities of a defau lting or insolvent domestic life 
insurance company, or of a company against which proceedings for 
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dissolution are pending, which are on deposit with the commissioner, 
vest in the state for the benefit of the policies on account of 
which the deposit was made, and the proceeds, by order of the court 
upon final hearing, must be divided among the policyholders 
proportionately to the last annual valuation of the policies, or, at 
any time, must be applied to the purchase of reinsurance for their 
benefit. 

26.1-05-29. 
benefit societies. 

Nonapplicability of reserve deposit proVISions to fraternal 
Sections 26.1-05-23 through 26.1-05-28 do not apply 

to fraternal benefit societies. 

26.1-05-30. Disbursements by domestic life company to be made on 
voucher - Requirements. No domestic life insurance company may make 
any disbursement of one hundred dollars or more unless evidenced by 
a voucher signed by or in behalf of the person receiving the money 
and correctly describing the consideration f~r the payment. If the 
expenditure is for both services and disbursements, the voucher must 
set forth the services rendered and an itemized statement of the 
disbursements made. If the expenditure is in connection with any 
matter pending before any legislative or public body or before any 
department or officer of any state or government, the voucher, in 
addition, must describe correctly the nature of•the matter and of 
the interest of the company therein. When a voucher cannot be 
obtained, the expenditure must be evidenced by an affidavit 
describing the character and object of the expenditure and stating 
the reason for not obtaining the voucher. 

26.1-05-31. Salaries and expenses of officers and agents of domestic life 
company - Restrictions. A domestic life insurance company may not: 

l. Pay any salary, compensation, or emolument to any officer, 
trustee, or director thereof, nor any salary, 
compensation, or emolument to any one person, firm, or 
corporation amounting in any one year to more than thirty 
thousand dollars, unless the payment thereof first is 
authorized by the board of directors of the company. 

2. Grant any pension to any officer, director, or trustee 
thereof, or to any member of the officer's, director's, or 
trustee's family after death, except that it may provide a 
pension in pursuance of the terms of a retirement plan 
adopted by the board of directors and approved by the 
commissioner for any person who is or has been a salaried 
officer or employee of the corporation and who may retire 
by reason of age or disability. 

26.1-05-32. Impairment of capital or surplus of domestic life company -
Determination of deficiency - Notice not to issue policies. If a domestic 
stock life insurance company's minimum basic paid-in capital 
required by section 26.1-05-04 or the minimum basic surplus of a 
domestic mutual insurance company required by section 26.1-12-10 
becomes impaired, the commissioner shall prohibit the company and 
its agents from issuing new policies until the deficiency is cured. 
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The commissioner shall determine the amount of the deficiency, 
notify the company of the deficiency and require the company to cure 
the deficiency, and require the company to file proof thereof with 
the commissioner within a period specified in the notice. The 
period may not be less than thirty days nor more than ninety days 
from the date of issuance of the notice . 

26.1-05-33. Dividends to be paid by domestic fire company from surplus 
profits only - Compensation. A domest i c fire insurance company may not 
declare any dividend except from the surplus profits arising from 
its business. In estimating the surplus profits, there must be 
reserved as unearned premiums a sum equal to forty percent of the 
amount of premiums on all unexpired risks and policies, and there 
also must be reserved all sums due the company on bonds, mortgages, 
stocks, and book accounts upon which no part of the principal or 
accrued interest has been paid during the year preceding the 
estimate of the profits and upon which suit for foreclosure or 
collection has been commenced, or a judgment upon which has remained 
unsatisfied for more than one year. 

26.1-05-34. Reciprocal states Restrictions on domestic companies -
Exceptions. As used in this section, "reciprocal state" means a 
state the laws of which prohibit an insurance company domiciled 
therein from insuring the lives or persons of residents of, or 
property or operations located in, the state of North Dakota unless 
it holds a valid and subsisting certificate of authority issued by 
the commissioner of insurance of this state. The prohibition may be 
subject to the exceptions to this section. 

A domestic insurance company may not enter into a contract of 
insurance upon the life or person of a resident of, or property or 
operations located in, a reciprocal state unless it is authorized 
pursuant to the laws of that state to transact such insurance 
therein. The commissioner shall annually mail notice to every 
domestic insurance company, specifying the reciprocal states. 

The exceptions to this section are: 

1. Contracts entered into where the prospective insurant is 
personally present in the state in which the insurance 
company is authorized to transact insurance when the 
insurant signs the application. 

2. The issuance of certificates under a lawfully transacted 
group life or group disability policy, where the master 
policy was entered into a state in which the insurance 
company was then authorized to transact insurance. 

3. The removal or continuance in force, with or without 
modification, of contracts otherwise lawful and which were 
not originally executed in violation of this section. 

SECTION 6. Chapter 26.1 -0 6 of the North Dakota Century Code 
is hereby created and enacted to re ad as follows: 



INSURANCE CHAPTER332 939 

26.1-06-01. Definitions. As used in this chapter, unless the 
context or subject matter otherwise requires: 

1. "Equity security" means any shares or similar securities, 
or voting trust certificates, or any securities 
convertible into such securities. 

2. "Horizontal combination" means two or more corporations 
each of which has a majority of its equity securities 
owned by the same other corporation. 

3. "Offeree" means the beneficial or record owner of equity 
securities which an offeror acquires or offers to acquire 
in connection with a takeover bid. 

4. "Offeror" means a person who makes or in any way 
participates or aids in making a takeover bid, and 
includes persons acting jointly or in concert, or who 
intend to exercise jointly or in concert any voting rights 
attached to the equity securities for which the takeover 
bid is made. 

5. "Takeover bid" means the acquisition of, or offer to 
acquire, pursuant to a tender offer or request or 
invitation for tenders, any equity security of a North 
Dakota domestic insurance company, if after acquisition 
thereof the offeror would, directly or indirectly, be a 
record or beneficial owner of more than five percent of 
any class of the issued and outstanding equity securities 
of such corporation. A takeover bid does not include: 

a. A bid made by a dealer for the dealer's own account in 
the ordinary course of the dealer's business of buying 
and selling the security. 

b. Any offer to acquire or acquisition of an equity 
security pursuant to the offer, for the sole account 
of the offeror, from not more than twenty persons, in 
good faith and not for the purpose of avoiding this 
chapter. 

c. Any tender offer or request or invitation for tenders 
to which the target company consents, by action of its 
board of directors, if the board has recommended 
acceptance to shareholders and the terms, including 
notice of any inducements to officers or directors 
which are not made available to all shareholders, have 
been furnished to shareholders. 

6. "Target company" means a corporation whose equity 
securities are or are to be the subject of a takeover bid. 

7. "Vertical combination" means a chain of ownership in which 
one corporation has a majority of its equity securities 
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owned by another corporation and which chain of corporate 
ownership may or may not continue through other 
corporations in which a majority of the equity securities 
of one corporation are owned by another. 

26 . 1-06 -02. Ta keover bid - Restrictions . 

1. No offeror may make a takeover bid unless at least twenty 
days prior thereto the offeror files with the commissioner 
and the target company copies of all information required 
by subsection 2 and either within ten days following the 
filing no hearing is ordered by the commissioner or 
requested by the target company, or a hearing is requested 
by the target company within that time but the 
commissioner finds that no cause for hearing exists, or a 
hearing is ordered within that time and upon the hearing 
the commissioner adjudicates that the proposed takeover 
bid and the materials being or to be distributed are not a 
violation of this title and that the offeror proposed to 
make fair, full, and effective disclosure to offerees of 
all information material to a decision to accept or reject 
the offer. No offeror may make a takeover bid if the 
offeror owns five percent or more of the issued and 
outstanding equity securities of any class of the target 
company, any of which were purchased within one year 
before the proposed takeover bid, and the offeror, before 
making any such purchase, or before July 31, 1971, 
whichever is later, failed to publicly announce the 
offeror's intention to gain control of the target company, 
and failed to make fair, full, and effective disclosure of 
the intention to the persons from whom the offeror 
acquired the securities. 

2. The information to be filed with the commissioner and the 
target company pursuant to subsection l must include: 

a. Copies of all prospectuses, brochures, advertisements, 
circulars, letters, or other matter by means of which 
the offeror proposes to disclose to offerees all 
information material to a decision to accept or reject 
the offer. 

b . The identity and background of all persons on whose 
behalf the acquisition of any equity security of the 
target company has been or is to be effected. 

c. The names of all insurance companies doing business in 
North Dakota in which the offeror has ownership or 
debt interests, setting forth the ownership or debt 
interests, or management functions, setting forth the 
management functions. 

d. The source and amount of funds or other consideration 
used or to be used in acquiring any equity security, 
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including a statement describing any securities, other 
than the existing capital stock or long-term debt of 
the offeror, which are being offered in exchange for 
the equity securities of the target company. 

e. If the offeror has ownership or debt interests, or 
management functions in other insurance companies 
doing business in the state of North Dakota, what 
plans exist for consolidation of any functions 
whatsoever of the target company with the offeror's 
other companies, including but not limited to, 
ratemaking, investment policies, or consolidation of 
sales functions. 

f. A statement of any plans or proposals which the 
offeror, upon gaining control, may have to liquidate 
the target company, sell its assets, effect a merger 
or formal consolidation of it, or make any other major 
change in its business, corporate structure, 
management personnel, or policies of employment; or to 
assume any portion of the risks of the target company 
or to have the target company assume any portion of 
the risks, or to reinsure any of the risks of the 
offeror. 

g. The number of shares of any equity security of the 
target company of which each offeror is beneficial or 
record owner or has a right to acquire, directly or 
indirectly, together with the name and address of each 
offeror. 

h. Particulars as to any contracts, arrangements, or 
understandings to which an offeror is party with 
respect to any equity security of the target company, 
including without limitation transfers of any equity 
security, joint ventures, loan or option arrangements, 
puts and calls, guarantees of loan, guarantees against 
loss, guarantees of profits, division of losses or 
profits, or the giving or withholding of proxies, 
naming the parties to the contracts, arrangements, or 
understandings. 

i. Complete information on the organization and 
operations of offeror, including without limitation 
the year of organization, form of organization, the 
jurisdiction in which it is organized, a description 
of each class of the offeror's capital stock and of 
its long-term debt, financial statements for the 
current period and for the three most recent annual 
accounting periods, a brief description of the 
location and general character of the principal assets 
of the offeror and its subsidiaries, a description of 
pending legal proceedings other than routine 
litigation to which the offeror or any of its 
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subsidiaries is a party or of which any of their 
property is the subject, a brief description of the 
business done and projected by the offeror and its 
subsidiaries and the general development of such 
business over the past five years, the names of all 
directors and executive officers together with 
biographical summaries of each for the preceding five 
years to date, and the approximate amount of any 
material interest, direct or indirect, of any of the 
directors or officers in any material transaction 
during the past three years, or in any proposed 
material transactions, to which the offeror or any of 
its subsidiaries was or is to be a party. 

j. If the offeror is a member of a horizontal combination 
or a vertical combination, then the same information 
must be furnished and filed for each member 
corporation of the horizontal combination or vertical 
combination. 

26.1-06-03. Takeover Offer Terms. No offeror may make a 
takeover bid not made to all resident holders of the equity security 
that is the subject of the takeover bid, or not made to the holders 
on the same terms as the takeover bid is made to nonresident holders 
of the equity security. If an offeror makes a tender offer or 
request or invitation for tenders for less than all the outstanding 
equity securities of a class, and if a greater number of securities 
is deposited pursuant thereto within ten days after copies of the 
offer or request or invitation for tenders are first published or 
sent or given to securityholders than the offeror is bound or 
willing to take up and pay for, the securities taken up must be 
taken up as nearly as may be pro rata, disregarding fractions, 
according to the number of securities deposited by each offeree. If 
the terms of a takeover bid are changed before its expiration by 
increasing the consideration offered to offerees, the offeror shall 
pay the increased consideration for all equity securities taken up, 
whether or not the securities are deposited or taken up before or 
after the change in the terms of the takeover bid. The pro rata 
requirement applies to securities deposited within ten days after 
notice of an increase in the consideration offered to 
securityholders is first published or sent or given to 
securityholders. 

26.1 -06-04. Deceptive practices. It is unlawful for any person to 
misstate any material fact or omit to state any material fact, 
necessary to make the statements made, in the light of the 
circumstances under which they are made, not misleading, or to 
engage in any fraudulent, deceptive, or manipulative acts or 
practices, in connection with any takeover bid, or any solicitation 
of offerees in opposition to or in favor of any takeover bid. 

26.1-06-05. Hearing. Any hearing pursuant to this chapter must 
be held within forty days of the date a filing is made pursuant to 
section 26.1-06-02. Adjudications made pursuant to this chapter 
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must be made within sixty days after the filing. Upon filing an 
application with the commissioner for a hearing under this section, 
the target company must deposit with the commissioner the sum the 
commissioner requires to defray the costs of the hearing and any 
investigation which the commissioner makes in connection therewith. 
If the commissioner finds that the takeover bid is in violation of 
chapters 26.1-05 and 26.1-07 or that effective provision is not made 
for fair and full disclosure to offerees of all information material 
to a decision to accept or reject the offer, or that the takeover 
bid would comply with this section if amended in certain respects, 
or that the takeover bid is not in violation of chapters 26.1-04, 
26.1-05, and 26.1-07 and that effective provision is made for fair 
and full disclosure to offerees of all information material to a 
decision to accept or reject the offer, the commissioner shall so 
adjudicate. 

26.1-06-06. Offenses punishable by the commissioner - Penalty. The 
commissioner may, by order entered after a hearing on notice duly 
served on the defendant not less than thirty days before the date of 
the hearing, if it is proved that the defendant has knowingly made 
any misrepresentation of a material fact for the purpose of inducing 
the commissioner to take any action or to refrain from taking 
ac~ion, or has violated this chapter, or any order of the 
commissioner issued pursuant to this chapter, impose a penalty not 
exceeding five thousand dollars. 

26.1-06-07. Separate offenses. Each takeover bid made in 
violation of the provisions of this chapter constitutes a separate 
offense. The commissioner may request the offeror to rescind the 
bid and to make restitution to the offeree, and if the offeror 
complies with the request no penalty may be imposed on the offeror 
on account of that illegal takeover bid. 

26.1-06-08. Civil liabilities. 

1. Any offeror who makes a takeover bid which does not comply 
with this chapter, or makes a takeover bid by means of an 
untrue statement of a material fact or any omission to 
state a material fact necessary in order to make the 
statement made, in the light of the circumstances under 
which they were made, not misleading (the offeree not 
knowing of such untruth or omission), and who does not 
sustain the burden of proof that the offeror did not know, 
and in the exercise of reasonable care could not have 
known, of the untruth or omission, is liable to any 
offeree whose shares are taken up pursuant to the takeover 
bid who may sue to recover the shares, together with all 
dividends received thereon, costs, and reasonable 
attorneys' fees, upon the tender of the consideration 
received from the offeror, or may sue for the substantial 
equivalent in damages if the offeror no longer owns the 
shares. 
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2. Every person who materially participates or aids in a 
takeover bid made by an offeror liable under subsection l, 
or who directly or indirectly controls any offeror so 
liable, is also liable joint ly and severally with and to 
the same extent as t he offeror so liable, unless the 
person who so participates, aids, or controls, sustains 
the burden of proof that the person did not know, and in 
the exercise of reasonable care could not have known , o f 
the existence of facts by reason of which the l iability i s 
alleged to exist. The contribution is as in cases of 
contract among the several persons so liable. 

3. Any tender specified in this section may be made at any 
time before entry of judgment. 

4. No suit may be maintained to enforce any liability created 
under this section unless brought within two years after 
the transaction upon which it is based; provided , that if 
any person liable by reason of subsections l and 3 makes a 
written offer, before suit is brought, to return the 
shares taken up pursuant to the takeover bid, together 
with all dividends received thereon, upon the tender of 
the consideration received from the offeror, or to pay 
damages if the offeror no longer owns the shares, no 
offeree may maintain a suit under this section who has 
refused or failed to accept the offer within thirty days 
of its receipt. 

5. Any condition, stipulation, or provision binding 
offeree to waive compliance with this chapter or of 
rule or order pursuant to this chapter is void. 

any 
any 

6 . The rights and remedies provided by this chapter are in 
addition to any and all other rights and remedies that may 
exist at law or in equity. 

26 . 1-06- 09 . Consent to se rv ice of process. Every nonresident 
offeror who makes a takeover bid is deemed to have appointed the 
commissioner as agent upon whom may be served, in any matter arising 
under this chapter, any process, notice, order, or demand except one 
issued by the commissioner. The commissioner or a designated person 
in the commissioner's office shall serve any process, notice, order, 
or demand issued by the commissioner by registered mail addressed to 
the offeror at the offeror's latest address on file. A foreign 
corporation which has a duly appointed agent for service of process 
need not comply with this section. 

26 .1 -06 -1 0 . Enforcement En joining violat ions . If at a hearing 
before the commissioner, the commissioner determines that the 
offeror has violated this chapter, or the commissioner's rules 
administering this chapter, the commissioner shall issue and cause 
to be served on the offeror an order requiring the offeror to cease 
and desist from the violation and may issue and cause to be served 
on the offeror an order preventing the offeror from making any 
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further tender offers, and may take any affirmative action as will 
effectuate the policies of this chapter. 

The commissioner may petition any district court of this state 
for the enforcement of the order and for appropriate temporary 
relief or restraining order and shall file in the court the record 
of the proceedings. Upon the filing of the petition, the court must 
serve notice upon the offeror and thereupon has jurisdiction of the 
proceeding and of the question determined therein and may grant the 
temporary relief or restraining order as it deems just and proper, 
and to make and enter a decree enforcing, modifying, and enforcing 
as so modified, or for setting aside in whole or in part the order. 
The court must enforce the order unless it finds that the order was 
not in accordance with law, that it was in violation of the 
constitutional rights of the offeror, that the commissioner's rules 
or procedure did not afford the offeror a fair hearing, that the 
commissioner's findings of fact were not supported by the evidence, 
or that the order was not supported by the findings of fact. 

rules: 
26.1-06-11. Rulemaking. The commissioner may adopt reasonable 

1. Defining fraudulent, evasive, deceptive, 'or grossly unfair 
practices in connection with takeover bids and the terms 
used in this chapter. 

2. Exempting from this chapter takeover bids not made for the 
purpose of, and not having the effect of, changing or 
influencing the control of a target company. 

3. Covering such other matters as are necessary to give 
effect to this chapter. 

26.1-06-12. Securities laws. This chapter does not limit or 
modify in any way any responsibility, authority, power, or 
jurisdiction of the commissioner of securities or of the securities 
laws of this state. 

26.1-06-13. Offenses Penalties - Statute of limitation. Any person 
who knowingly makes or causes to be made any false statement with 
respect to any matter subject to this chapter or commits any act 
declared unlawful by this chapter and any offeror who makes a 
takeover bid which does not comply with this section and sections 
26.1-06-02, 26.1-06-03, and 26.1-06-04 is guilty of a class A 
misdemeanor. Prosecutions under this section must be instituted 
within two years from the date of the offense. 

SECTION 7. Chapter 26.1-07 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-07-01. Domestic companies - Consolidation - Reinsurance. As used 
in this chapter, "consolidate" includes consolidation and merger and 
"reinsurance" refers to reinsurance by an assumption agreement. A 
domestic insurance company organized on the stock, mutual, 
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stipulated premium, or assessment plan may not consolidate with any 
other company, or reinsure its risks or any part thereof with any 
other company, or assume or reinsure the whole or any portion of the 
risks of any other company, except in the manner provided by this 
chapter. This chapter does not prevent a company, whether organized 
on the stock or mutual plan, from reinsuring a fractional part of 
any single risk. 

26 . 1-07-02 . Petition for allowance of consolidation or reinsurance. When 
any company described in section 26.1 - 07 - 01 proposes to consolidate 
with any other company, or to enter into any contract of 
reinsurance, it must file its petition with the commissioner setting 
forth the terms and conditions of the proposed consolidation or 
reinsurance contract and asking for approva l or modification as 
provided by this chapter. 

26.1-07-03 . Profit by officer or employee prohibited. An officer of a 
company petitioning for the right to consolidate or to reinsure, and 
an officer or employee of the state , may not receive any 
compensation or gratuity, either directly or indirectly, for aiding, 
promoting, or in any manner assisting in the consolidation or 
reinsurance. 

26.1 -07-04 . Notice of petition for consolidation or reinsurance. When a 
petition is filed, the commissioner shall issue an order requiring 
notice by mail to each policyholder of the petitioning company, of 
the pendency of the petition and of the time when and place where a 
hearing on the petition will be held. The commissioner shall 
publish the order of notice and the petition in five newspapers, one 
of which must be a daily newspaper published at the state capital, 
for at least two weeks before the hearing upon the petition. 

26.1-07-05. Commissioner to hear petition General duties . The 
commissioner shall hold a hearing on the petition and determine 
whether or not the consolidation or reinsurance will be allowed . At 
the time and place fixed in the notice, or at any other time and 
place fixed by adjournment, the commissioner shall proceed with the 
hearing and may make or order an examination into the affairs and 
condition of the petitioning company . The consolidation or 
reinsurance may be permitted only upon approval by the commissioner . 
The commissioner sha ll safeguard the interests of the policyholders 
of the company or companies proposing to consolidate or reinsure. 
If the commissioner is satisfied that the interests of the 
policyholders of such company or companies are protected and that no 
reasonable objection exists to the consolidation or reinsurance, the 
commissioner may approve and authorize the proposed consolidation or 
reinsurance or may modify or change the terms and conditions thereof 
in the manner the commissioner deems for the best interests of the 
policyholders, and may make any order with reference to the 
distribution and disposition of the surplus assets of the company 
thereafter remaining as is just and equitable to the policyholders. 

26.1 -07-06 . Commissioner may 
Policyholders and stockholders may appear . 

compel 
The 

attendance of witnesses 
commissioner may summon 
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and compel the attendance and testimony of witnesses and the 
production of evidence. Any policyholder or stockholder of a 
company petitioning for consolidation or for the right to reinsure 
may appear before the commissioner and be heard with reference 
thereto. 

26.1-07-07. Expenses paid by petitioner. All actual expenses and 
costs incident to proceedings under this chapter must be paid by the 
company filing the petition. An itemized statement of the expenses 
and costs must be filed with the commissioner with a certified copy 
of the decision of the commissioner. 

26.1-07-08. Insurance companies subject to dissolution provisions. 
Sections 26.1-07-08 through 26.1-07-20 apply to all domestic 
corporations, associations, and societies transacting an insurance 
business under authority of any law of this state which are: 

1. Subject to examination by the commissioner; 

2. Doing or attempting to do or representing that they are 
doing insurance business in this state; or 

3. In the process of organization intendirtg to do insurance 
business in this state or to become incorporated under any 
law of this state for the transaction of insurance 
business. 

26.1-07-09. Grounds upon which commissioner may petition for dissolution 
of company - Representation by attorney general. The commissioner, or the 
attorney general representing the commissioner, may apply to the 
district court of Burleigh County for an order to show cause why the 
commissioner should not take possession of any insurance company 
described in the order and conduct its business, or for any other 
relief as the nature of the case and the interests of the public and 
of the policyholders, creditors, or stockholders of the company may 
require, whenever it: 

1. Is insolvent; 

2. Has refused to submit its books, papers, accounts, or 
affairs to the reasonable inspection of the commissioner 
or the commissioner's deputy or examiner; 

3. Has neglected or refused to observe an order of the 
commissioner to make good any deficiency within the time 
prescribed by the commissioner when its capital has become 
impaired exceeding fifteen percent thereof, if it is a 
stock company, or if it is a mutual company, when its 
reserve has become impaired; 

4. By contract of reinsurance or otherwise, has transferred 
or attempted to transfer substantially its entire property 
or business, or entered into any transaction the effect of 
which is to merge substantially its entire property or 
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business in the property or 
corporation, association, society, or 
written approval of the commissioner; 

business 
order 

INSURANCE 

of another 
without the 

5. Is found, after an examination, to be in a condition that 
further transaction of business will be hazardous to its 
policyholders or creditors, or to the public; 

6. Has willfully vio l ated its charter or any law of this 
state; or 

7. Has been found after examination that, in the case of a 
stock insurance company, its minimum basic paid- in capital 
required by section 26 . 1- 05 - 04 is impaired, or that, in 
the case of a domestic mutua l insurance company, its 
surplus required by sections 26.1 - 12 - 08 and 26 . 1- 12 - 10 is 
impaired. 

26.1 -07 - 10. Petition for dissolution of company when officer refuses to 
gi ve informat ion . The commissioner may fol l ow the procedure specified 
in section 26.1 - 07 - 09 against any company described in section 
26.1 - 07 - 08 if any officer thereof has refused to be examined under 
oath touching the affairs of the company . 

26 . 1-07- 11 . Preliminary hearing on petition - Transfer of proceedings -
Bond. Upon the filing of a petition for liquidation or receivership 
under sections 26.1 - 07 - 08 through 26.1 - 07 - 20, the petition must be 
heard in the district court of Bur l eigh County, and all preliminary 
steps toward appointment of a receiver must be taken in that court. 
The court may require the commissioner or the person acting as a 
deputy in the liquidation proceedings to file a bond as in other 
receiverships. At any time after the appointment of a receiver, the 
court may transfer the proceedings to the district court of the 
county in which the company has its pr i ncipal place of business for 
any further action as may be necessary in the same manner as civil 
cases are transferred on change of venue. 

26 . 1-07-12. Injunction against transaction of business - Procedure -
Operation of company . Upon the filing of an app l ication under this 
chapter, or at any time thereafter, the court may issue an 
injunction restraining the company from the transaction of its 
business or the disposition of its property until the further order 
of the court . On the return of the order to show cause, and after a 
full hearing, the court must either deny t he application or direct 
the commissioner to take possession of the property and to conduct 
the business of the company until, on the application either of the 
commissioner, the attorney general representing the commissione r , or 
the company, it appears to the court, after a full hearing, that the 
ground for the order directing the commissioner to take possession 
has been removed and the company can resume possession of its 
property and the conduct of its business. 

26 . 1-07-13 . Commissioner to be appointed receiver. In any inso l vency 
proceeding against a company desc r ibed in section 26 .1-07 - 08, in any 
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court of this state, where the proceeding is initiated by the 
company or by someone other than the commissioner, the court having 
jurisdiction of the proceeding, upon the application of the 
commissioner after the initiation of the proceeding, or at any time 
during the pendency thereof, must appoint the commissioner as 
receiver of the company. 

26.1-07-14. Court may order liquidation of company - Commissioner to 
direct liquidation - Procedure. If, after the institution of proceedings 
under sections 26.1-07-08 through 26.1-07-20 and after a full 
hearing on the order to show cause issued in connection therewith, 
the court orders a liquidation of the business of the company, the 
commissioner shall make and direct the liquidation. The 
commissioner may deal with the property and business of the company 
in the commissioner's own name as commissioner or in the name of the 
company, as the court may direct, and is vested by operation of law 
with title to all the property, contracts, and rights of action of 
the company as of the date of the order directing liquidation. The 
filing or recording of the order in the office of a register of 
deeds imparts the same notice that the proper filing or recording of 
a deed, bill of sale, or other evidence of title by the company 
would impart. The order of liquidation, unless otherwise directed 
by the court, must provide that the dissolution of the company takes 
effect upon the entry of the order in the office of the clerk of the 
district court of the county wherein the company had its principal 
office for the transaction of business. 

26.1-07-15. Commissioner may appoint special deputies and employ counsel 
in receivership proceedings - Compensation - Powers. For the purposes of 
sections 26.1-07-08 through 26.1-07-20, the commissioner may appoint 
and delegate authority to one or more special deputy commissioners 
and may employ such counsel, clerks, and assistants as the 
commissioner deems necessary. The commissioner shall set the 
compensation of any special deputy commissioner, counsel, clerk, or 
assistant, and all expenses of taking possession and conducting the 
business of liquidating any company, subject to the approval of the 
court. The commissioner shall pay the compensation and expenses on 
certificate out of the funds or assets of the company. In any 
proceeding under sections 26.1-07-08 through 26.1-07-20, the 
commissioner, the commissioner's deputy, and any examiner or special 
deputy have all of the powers given to the commissioner by any law 
of this state authorizing the commissioner to make, or cause to be 
made, examinations of an insurance company, including the power to 
examine the officers and employees of a company under oath and to 
compel the production of evidence. 

26.1-07-16. Offset - Limitations. In all cases of mutual debts or 
mutual credits between the insurer and another person in connection 
with any action or proceeding under this chapter, the credits and 
debits shall be set off and the balance only shall be allowed or 
paid, except as provided in this section. No offset may be allowed 
in favor of any such person where: 
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The obligation of the insurer to the person would not at 
the date of the entry of any liquidation order or 
otherwise, as provided in section 26 .1-07-1 4 entitle that 
person to share as a claimant in the assets of the 
insurer; 

2. The obligation of the insurer to the person was purchased 
by or transferred to that person with a view of its being 
used as an offse t ; or 

3 . The obligation of the person is to pay an assessment 
levied against the members of a mutual insurer, or against 
the subscribers of a reciprocal insurer, or is to pay a 
balance upon the subscription to the capital stock of a 
stock insurer. 

26.1-07-17. 
distribution of 

Priority of 
assets in 

distribution of assets . The priority of 
a liquidation proceeding against an 

insurance company is: 

1. Expenses of administration. 

2. Compensation actually owing to employees other than 
officers of the company, for services rendered within 
three months prior to the commencement of the proceeding 
against the company, but not exceeding one thousand 
dollars for each employee, is to be paid prior to the 
payment of any other debt or claim, and in the discretion 
of the commissioner, may be paid as soon as practicable 
after the proceeding has been commenced; except, that at 
all times the commissioner shall reserve any funds that 
will, in the commissioner's opinion, be sufficient to the 
expenses of administration. This priority is in lieu of 
any other similar priority authorized by law as to the 
wages or compensation of employees. 

3. Claims for taxes and debts due to federal or any state or 
local government which are secured by liens perfected 
prior to the commencement of delinquency proceedings. 

4. Claims by policyholders, beneficiaries, and insured 
arising from and within the coverage of and not in excess 
of the applicable limits of insurance policies and 
insurance contracts issued by the company, and liability 
claims against the company which are within the coverage 
of and not in excess of the applicable limits of insurance 
policies and insurance contracts issued by the company. 

5. Claims presented by the North Dakota insurance guaranty 
association and any similar organization in another state, 
which represent covered claims defined in section 
26 - 36 - 05. 

6. All other claims. 
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26.1-07-18. Powers and duties of commissioner and deputies in 
receivership proceedings - Assessments - Actions. The commissioner, the 
commissioner's deputy, or any special deputy appointed by the 
commissioner acting under sections 26.1-07-08 through 26.1-07-20 in 
any liquidation proceeding: 

1. Has all of the powers of a receiver in insolvency 
proceedings generally. 

2. May do or perform any act for the protection of the assets 
of the company, or for the recovery of the assets, and for 
the settlement or discharge of the obligations of the 
company, which may be necessary or which may be directed 
by the court. 

3. Has the same authority as is given to the officers of the 
company by this title to make assessments upon 
stockholders or members of the company, and shall make 
ratable assessments in any case where the same are 
authorized to the extent which may be necessary to 
discharge the whole of the obligations of the company 
existing at any time during the receivership or during the 
insolvency proceedings. 

4. May bring suit to recover and enforce any assessments made 
upon stockholders or members of a company in receivership, 
and by direction of the court having jurisdiction of the 
liquidation, may bring the suit in the district court and 
recover costs therein without regard to the amount 
involved. 

5. Is accountable to the court having jurisdiction of the 
receivership or insolvency proceedings. 

6. Within one hundred twenty days of a final determination of 
insolvency of a company by a court of competent 
jurisdiction in this state, shall make application to the 
court for approval of a proposal to disburse assets out of 
such company's marshalled assets, from time to time as the 
assets become available, to the North Dakota insurance 
guaranty association and to any similar organization in 
another state, hereafter referred to as the associations. 

a. The proposal must at least include provision for: 

(1) Reserving amounts for the payment of the expenses 
of administration and claims falling within the 
priorities established in subsections 1 through 3 
of section 26.1-07-17. 

(2) Disbursement of the assets marshalled to date and 
subsequent disbursements of assets as they become 
available. 
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(3) Equitable allocation of disbursements to each of 
the associations entitled thereto. 

(4) The securing by the receiver from each of the 
associations entitled to disbursements an 
agreement to return to the receiver any assets 
previously disbursed as may be required to pay 
claims of secured creditors and claims falling 
within the priorities established in section 
26.1 - 07 - 17 in accordance with the priorities . No 
bond may be required of any such association. 

b. The proposal must provide for disbursements to the 
associations in amounts at least equal to the payments 
made or to be made thereby for which the associations 
could asiert claims against the receiver, and must 
further provide that if the assets available for 
disbursement from time to time do not equal or exceed 
the amount of such payments made or to be made by the 
associations then disbursements will be in the amount 
of available assets. 

c. Notice of the application must be given to the 
associations in and to the commissioners of insurance 
of each of the states. Any notice is deemed given 
when deposited as certified mail, first - class postage 
prepaid, at least thirty days prior to submission of 
the application to the court. Action on the 
application may be taken by the court provided that 
the required notice has been given and that the 
receiver's proposal complies with paragraphs 1 and 4 
of subdivision a. 

26 . 1-07-19 . Receiver may not increase liabilities of company- Exception . 
A receiver appointed under sections 26.1 - 07-08 through 26.1 - 07 - 20 
may not increase the liabilities of a company undergoing 
liquidation, except for the purpose of preserving its assets. 

26.1-07-20. Report of dissolutions and receivership made by 
commissioner . The commissioner shall publish, in the commissioner's 
annual report, the names of all companies of which the commissioner 
has taken possession, whether the companies have resumed business or 
have been liquidated, and any other facts that will acquaint the 
policyholders, creditors, stockholders, and the public with the 
commissioner ' s proceedings. To that end, the official in charge of 
any such company shall file annually with the commissioner a report 
of the affairs of the company . 

26.1-07-21. Penalty. Any officer, director, or stockho lder of 
any company, or any officer or employee of the state, who violates, 
or consents to the violation of, this chapter is guilty of a class A 
misdemeanor. 
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SECTION 8. Chapter 26.1-08 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-08-01. Definitions. In this chapter, unless the context or 
subject matter otherwise requires: 

1. "Association" means the association created by section 
26.1-08-03. 

2. "Association plan" means a policy of insurance coverage 
offered by the association through the lead carrier. 

3. "Association plan premium" means the charge for membership 
in the association plan based on the benefits provided in 
section 26.1-08-05 or 26.1-08-06 and determined pursuant 
to section 26.1-08-08. 

4. "Eligible person" means an individual who is a resident of 
this state and meets the enrollment requirements of 
section 26.1-08-12. 

5. "Health benefits" means benefits offered on an indemnity 
or prepaid basis which pay the costs of or provide 
medical, surgical, or hospital care or, if selected by the 
eligible person, chiropractic care. 

6. "Insurance company" means a company operating pursuant to 
chapter 26-03.1 or 26.1-17, and offering or selling 
policies or contracts of accident and sickness insurance. 
Insurance company does not include a health maintenance 
organization. 

7. "Lead carrier" means the insurance company selected by the 
association to administer the association plan. 

8. "Plan of 
plans of 
policies 
plan. 

health coverage" means any plan or combination of 
coverage, including combinations of individual 
or coverage under a nonprofit health service 

9. "Policy" means insurance or nonprofit health service plan 
contracts providing benefits for hospital, surgical, and 
medical care. Policy does not include coverage which is 
(a) limited to disability or income protection coverage, 
(b) automobile medical payment coverage, (c) supplemental 
to liability insurance, (d) designed solely to provide 
payment on a per diem basis, daily indemnity, or 
non-expense-incurred basis, or (e) credit accident and 
sickness insurance. 

10. "Qualified plan" means those health benefit plans 
certified by the commissioner as providing the minimum 
benefits required by section 26.1-08-05 or 26.1-08-06 or 
the actuarial equivalent of those benefits. 
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26. 1-08-02. Duties of commissioner. The commissioner shall: 

1. Formulate general policies to advance the purposes of this 
chapter and adopt rules to carry out this chapter. 

2. Supervise the creation of the association within the 
limits described in section 26.1 - 08- 03. 

3. Approve the association ' s contract with the lead carrier 
including the association plan coverage and premiums to be 
charged. 

4. Conduct periodic audits to assure the general accuracy of 
the financial data submitted by the lead carrier and the 
association. 

5. Undertake, directly or through contracts with other 
persons, studies or demonstration projects to develop 
awareness of the benefits of this chapter so that the 
residents of this state may best avail themselves of the 
health care benefits provided by this chapter. 

26.1-08-03. Comprehensive health association. 

1. There is established a comprehensive health association 
with participating membership consisting of those 
insurance companies, licensed or authorized to do business 
in this state, with an annual premium volume of accident 
and sickness insurance contracts, derived from or on 
behalf of residents in the previous calendar year, of at 
least one hundred thousand dollars, as determined by the 
commissioner. 

2. The board of directors of the association must consist of 
ten individuals, one from each of the ten participating 
member insurance companies of the association with the 
highest annual premium volumes of accident and sickness 
insurance contracts as determined in subsection 1. Each 
board member is entitled to votes, in person or by proxy, 
based on the member's annual premium volume of accident 
and sickness insurance contracts as determined in 
subsection 1, in accordance with the following schedule: 

$ 100,000 4,999,999 1 vote 
$ 5,000,000 9,999,999 2 votes 
$10,000,000 - 14,999,999 3 votes 
$15,000,000 or more 4 votes 

Members of the board may be reimbursed from the moneys of 
the association for expenses incurred by them due to their 
service as board members, but may not otherwise be 
compensated by the association for their services. The 
costs of conducting the meetings of the association and 
its board of directors must be borne by participating 
members of the association. 
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3. All participating members must enter into a contract of 
reinsurance with the association according to the terms 
specified in section 26.1-08-09. The contract of 
reinsurance must be executed for a period of one year and 
must be renewed annually thereafter. An insurance company 
which ceases to do business within the state remains 
liable under the contract for the reinsurance contracted 
for during that calendar year. 

4. All participating 
in the association, 
this state. 

members must maintain their membership 
as a condition for writing policies in 

5. The association must submit bylaws and operating rules to 
the commissioner for approval. 

6. The association may: 

a. Exercise the powers granted to insurance companies 
under the laws of this state. 

b. Sue or be sued. 

c. Enter into contracts with insurance companies, similar 
associations in other states, or other persons for the 
performance of administrative functions. 

d. Establish administrative and accounting procedures for 
the operation of the association. 

e. Provide for the reinsuring of risks incurred as a 
result of issuing the coverages required by members of 
the association. 

f. Provide for the administration by the association of 
policies which are reinsured pursuant to 
subdivision e. 

26.1-08-04. Minimum benefits of association plan. The association 
through its plan must offer policies which provide at least the 
benefits of a number one, two, and three qualified plan A and 
qualified plan B. 

26.1-08-05. Minimum benefits of a qualified plan A. 

1. A plan of health coverage is a number three qualified plan 
A if it otherwise meets the requirements established by 
chapter 26-03.1, and other laws of the state, whether or 
not the policy is issued in this state, and meets or 
exceeds the following minimum standards: 

a. The minimum benefits for covered individuals must, 
subject to this subdivision, be equal to at least 
eighty percent of the cost of covered services in 
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excess of an annual deductible which does not exceed 
one hundred fifty dollars per person. The coverage 
must include a limitation of three thousand dollars 
per person on the total annual out - of-pocket expenses 
for services covered under this subsection. Coverage 
may be subject to a maximum lifetime benefit of not 
less than two hundred fifty thousand dollars. 

Covered expenses must be the usual 
charges for the following services and 
prescribed by a physician: 

(1) Hospital services . 

and customary 
articles when 

(2) Professional services for the diagnosis or 
treatment of injuries, illness, or conditions, 
other than outpatient mental or dental, which are 
rendered by a physician or at a physician's 
direction . 

(3) Use of radium or other radioactive materials . 

( 4) Oxygen. 

(5) Anesthetics. 

(6) Diagnostic X- rays and laboratory tests . 

(7) Services of a physical therapist. 

(8) Transportation 
service to the 

provided 
nearest 

treat the condition. 

by licensed ambulance 
facility qualified to 

c. Covered expenses must include, at the option of the 
eligible person, the usual and customary charges for 
professional services rendered by a chiropractor and 
for services and articles prescribed by a chiropractor 
for which an additional premium may be charged . 

d. Covered expenses for the services or articles 
specified in this subsection do not include: 

(1) Drugs requiring a physician's prescription. 

(2) Services of a nursing home. 

(3) Services of a home health agency . 

(4) Home and office calls. 

( 5) Prostheses. 

(6) Rental or purchase of durable medical equipment. 
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(7) The first twenty dollars of diagnostic X-ray and 
laboratory charges in each fourteen-day period. 

(8) Oral surgery. 

(9) Any charge for any care or for any injury or 
disease either arising out of an injury in the 
course of employment and subject to a workers' 
compensation or similar law, for which benefits 
are payable without regard to fault under 
coverage statutorily required to be contained in 
any motor vehicle or other liability insurance 
policy or equivalent to self-insurance, or for 
which benefits are payable under another policy 
of accident and sickness insurance or medicare. 

(10) Any charge for treatment for cosmetic purposes 
other than for surgery for the repair of an 
injury or birth defect. 

(11) Any charge for travel other than transportation 
provided by licensed ambulance service to the 
nearest facility qualified to treat the 
condition. 

(12) Any charge for confinement in a private room to 
the extent it is in excess of the institution's 
charge for its most common semiprivate room, 
unless the private room is prescribed as 
medically necessary by a physician. 

(13) That part of a charge for services or articles 
rendered or prescribed by a physician, dentist, 
chiropractor, or other health care personnel 
which exceeds the prevailing charge in the 
locality where the service is provided. 

(14) Any charge for services or articles the provision 
of which is not within the scope of authorized 
practice of the institution or individual 
rendering the services or articles. 

(15) Care which is primarily for custodial or 
domiciliary purposes which would not qualify as 
eligible services under medicare. 

2. A plan of coverage is a number two qualified plan A if it 
meets the requirements established by the laws of this 
state and provides for payment of at least eighty percent 
of the covered expenses required by this section in excess 
of a deductible which does not exceed five hundred dollars 
per person. The coverage must include a limitation of 
three thousand dollars per person on the total annual 
out-of-pocket expenses for services covered under 
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subsection 1. 
lifetime benefit 
thousand dollars. 

Coverage 
of not 

may 
less 

be subject 
than two 

to a maximum 
hundred fifty 

3 . A plan of health coverage is a number one qualified plan A 
if it meets the requirements established by the laws of 
this state and provides for the payment of at least eighty 
percent of the covered expenses required by this section 
in excess of a deductible which does not exceed one 
thousand dollars per person. The coverage must include a 
limitation of three thousand dollars per person on the 
total annual out - of - pocket expenses for services covered 
under subsection 1. Coverage may be subject to a maximum 
lifetime benefit of not less than two hundred fifty 
thousand dollars. 

26.1 - 08- 06 . Mi n imum benef it s of a qualified plan B . 

1. A plan of health coverage is a number three qualified 
plan B if it otherwise meets the requirements established 
by chapter 26 - 03.1, and the other laws of the state, 
whether or not the policy is issued in this state, and 
meets or exceeds the following minimum standards: 

a. The minimum benefits for covered individuals must, 
subject to this subdivision, be equal to at least 
eighty percent of the cost of covered services in 
excess of an annual deductible which does not exceed 
one hundred fifty dollars per person. The coverage 
must include a limitation of three thousand dollars 
per person on the total annual out - of-pocket expenses 
for services covered under this subsection . The 
coverage may be subject to a maximum lifetime benefit 
of not less than two hundred fifty thousand dollars. 

b. Covered expenses must be the usual 
charges for the following services and 
prescribed by a physician: 

(1) Hospital services . 

and customary 
articles when 

(2) Professional services for the diagnosis or 
treatment of injuries, illness, or conditions, 
other than outpatient mental or dental, which are 
rendered by a physician or at a physician ' s 
direction. 

(3) Drugs requiring a physician ' s prescription. 

(4) Services of a nursing home for not more than one 
hundred twenty days in a year if the services 
commence within fourteen days following 
confinement of at least three days in a hospital 
for the same condition. 
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(5) Service of a home health agency up to a maximum 
of one hundred eighty visits per year. 

(6) Use of radium or other radioactive materials. 

(7) Oxygen. 

(8) Anesthetics. 

(9) Prostheses. 

(10) Rental or purchase, as appropriate, of durable 
medical equipment. 

(11) Diagnostic X-rays and laboratory tests. 

(12) Oral surgery for partially or completely 
unerupted impacted teeth, a tooth root without 
the extraction of the entire tooth, or the gums 
and tissues of the mouth when not performed in 
connection with the extraction or repair of 
teeth. 

(13) Services of a physical therapist. 

(14) Transportation provided 
service to the nearest 
treat the condition. 

by licensed ambulance 
facility qualified to 

c. Covered expenses must include, at the option of the 
eligible person, the usual and customary charges for 
professional services rendered by a chiropractor and 
for services and articles prescribed by a chiropractor 
for which an additional premium may be charged. 

d. Covered expenses for the services or articles 
specified in this subsection do not include: 

(1) Any charge for any care or for any injury or 
disease either arising out of an injury in the 
course of employment and subject to a workers' 
compensation or similar law, for which benefits 
are payable without regard to fault under 
coverage statutorily required to be contained in 
any motor vehicle or other liability insurance 
policy or equivalent self-insurance, or for which 
benefits are payable under another policy of 
accident and sickness insurance or medicare. 

(2) Any charge for treatment for cosmetic purposes 
other than surgery for the repair of an injury or 
birth defect. 



960 CHAPTER 332 INSURANCE 

(3) Any charge for travel other than transportation 
provided by licensed ambulance service to the 
nearest facility qualified to treat the 
condition. 

(4) Any charge for confinement in a private room to 
the extent it is in excess of the institution's 
charge for its most common semiprivate room, 
unless the private room is prescribed as 
medically necessary by a physician. 

(5) That part of any charge for services or articles 
rendered or prescribed by a physician, dentist, 
chiropractor, or other health care personnel 
which exceeds the prevailing charge in the 
locality where the service is provided. 

(6) Any charge for services or articles the provision 
of which is not within the scope of authorized 
practice of the institution or individual 
rendering the services or articles. 

(7) Care which is primarily for custodial or 
domiciliary purposes which would not qualify as 
eligible services under medicare. 

2. A plan of health coverage is a number two qualified plan B 
if it meets the requirements established by the laws of 
this state and provides for payment of at least eighty 
percent of the covered expenses required by this section 
in excess of a deductible which does not exceed five 
hundred dollars per person. The coverage must include a 
limitation of three thousand dollars per person on the 
total annual out - of - pocket expenses for services covered 
under subsection 1. Coverage may be subject to a maximum 
lifetime benefit of not less than two hundred fifty 
thousand dollars. 

3. A plan of health coverage is a number one qualified plan B 
if it meets the requirements established by the laws of 
this state and provides for the payment of at least eighty 
percent of the covered expenses required by this section 
in excess of a deductible which does not exceed one 
thousand dollars per person. The coverage must include a 
limitation of three thousand dollars per person on the 
total annual out-of-pocket expenses for services covered 
under subsection 1 . Coverage may be subject to a maximum 
lifetime benefit of not less than two hundred fifty 
thousand dollars. 

26.1-08-07. Certification of qualif ied plans . Upon application by the 
association or the lead carrier for certification of a plan of 
health coverage as a qualified plan for the purposes of this 
chapter, the commissioner shall make a determination within ninety 
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days as to whether the plan is qualified. All plans of health 
coverage shall be labeled as "qualified plan A", "qualified plan B", 
or "nonqualified" on the front of the policy or evidence of 
insurance. All qualified plans shall indicate whether they are 
number one, two, or three coverage plans. 

26.1-08-08. Association plan premium. The schedule of premiums to 
be charged eligible persons for membership in the association plan 
must be designed to be self-supporting and based on generally 
accepted actuarial principles. 

26. 1-08-09. Operation of association plan. 

l. Upon certification as an eligible person in the manner 
provided by section 26.1-08-12, an eligible person may 
enroll in the association plan by payment of the 
association plan premium to the lead carrier. 

2. Not less than eighty-seven and one-half percent of the 
association plan premium paid to the lead carrier may be 
used to pay claims and not more than twelve and one-half 
percent may be used for payment of the lead carrier's 
direct and indirect expenses as specified in section 
26.1-08-10. 

3. Any income in excess of the costs incurred by the 
association in providing reinsurance or administrative 
services must be held at interest and used by the 
association to offset past and future losses due to claims 
expenses of the association plan or be allocated to reduce 
association plan premiums. 

4. Each participating member of the association must share 
the losses due to claims expenses of the association plan 
pursuant to the terms of individual reinsurance contracts 
executed by the association with each participating member 
in accordance with section 26.1-08-03. Any deviation in 
the total claims expense of the association plan from the 
premium payments allocated to the payment of benefits is 
the liability of association members. Association members 
must share in the excess costs of the association plan in 
an amount equal to the ratio of a member's total annual 
premium volume for accident and sickness insurance 
charges, received from or on behalf of state residents, to 
the total accident and sickness insurance premium contract 
charges received by all association members from or on 
behalf of state residents, as determined by the 
commissioner. The reinsurance contracts must provide for 
a retroactive determination of each member's liability and 
payment is due within thirty days after each renewal date 
of the reinsurance contract. Failure by a member to 
tender to the association the assessed reinsurance 
payments within thirty days of notification by the 
association is grounds for termination of membership. 
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26.1 -08-10. Administration of association plan . 

1. Any participating member of the association may submit to 
the commissioner the policies which are being proposed to 
serve as the association plan. The commissioner shall 
prescribe by rule the time and manner of the submission. 

2. Upon the commissioner's approval of the policy forms and 
contracts submitted, the assoc i ation must select policies 
and contracts by a member or members of the association to 
be the association plan. The association must select one 
lead carrier to issue the qualified plans . The board of 
directors of the association shall prepare appropriate 
specifications and bid forms and may solicit bids from the 
members of the association for the purpose of selecting 
the lead carrier. The selection of the lead carrier must 
be based upon criteria established by the board. 

3. The lead carrier shall perform all administrative and 
claims payment functions required by this section upon the 
commissioner's approval of the policy forms and contracts 
submitted. The lead carrier shall provide these services 
for a period of at least three years, unless a request to 
terminate is approved by the association and the 
commissioner. The association and the commissioner shall 
approve or deny a request to terminate within ninety days 
of its receipt. A failure to make a final decision on a 
request to terminate within the specified period is deemed 
an approval. The association shall invite submissions of 
policy forms from members of the association, including 
the lead carrier, six months prior to the expiration of 
each three-year period. The association shall follow 
subsection 2 in selecting a lead carrier for the 
subsequent three - year period, or if a request to terminate 
is approved on or before the end of the three-year period. 

4. The lead carrier shall provide all eligible persons 
involved in the association plan an individual certificate 
setting forth a statement as to the insurance protection 
to which the person is entitled, the method and place of 
filing claims, and to whom benefits are payable. The 
certificate must indicate that coverage was obtained 
through the association. 

5 . The lead carrier shall submit to the association and the 
commissioner on a semiannual basis a report of the 
operation of the association plan. The association must 
determine the specific information to be contained in the 
report prior to the effective date of the association 
plan. 

6. The lead carrier shall pay all claims pursuant to this 
chapter and shall indicate that the claim was paid by the 
association plan. Each claim payment must include 
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information specifying the procedure involved in the event 
a dispute over the amount of payment arises. 

7. The lead carrier must be reimbursed from the association 
plan premiums received for its direct and indirect 
expenses. Direct and indirect expenses include a prorated 
reimbursement for the portion of the lead carrier's 
administrative, printing, claims administration, 
management, and building overhead expenses which are 
assignable to the maintenance and administration of the 
association plan. The association must approve cost 
accounting methods to substantiate the lead carrier's cost 
reports consistent with generally accepted accounting 
principles. Direct and indirect expenses may not include 
costs directly related to the original submission of 
policy forms prior to selection as the lead carrier. 

8. The lead carrier 
this chapter, an 
commissioner, and 
subject to the laws 

is, when carrying out its duties under 
agent of the association and the 
is civilly liable for its actions, 
of this state. 

26. 1-08-11. Solicitation of eligible persons. 

1. The association, pursuant to a plan approved by the 
commissioner, must disseminate appropriate information to 
the residents of this state regarding the existence of the 
association plan and the means of enrollment. Means of 
communication may include use of the press, radio, and 
television, as well as publication in appropriate state 
offices and publications. 

2. The association must devise and implement means of 
maintaining public awareness of this chapter and must 
administer this chapter in a manner which facilitates 
public participation in the association plan. 

3. All licensed accident and sickness insurance agents may 
engage in the selling or marketing of qualified 
association plans. The lead carrier shall pay an agent's 
referral fee of twenty-five dollars to each licensed 
accident and sickness insurance agent who refers an 
applicant to the association plan, if the applicant is 
accepted. The referral fees must be paid to the lead 
carrier from moneys received as premiums for the 
association plan. 

4. Every insurance company which rejects or applies 
underwriting restrictions to an applicant for accident and 
sickness insurance must notify the applicant of the 
existence of the association plan, requirements for being 
accepted in it, and the procedure for applying to it. 

26.1-08-12. Enrollment by eligible person. 
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1. The association plan must be open for enrollment by 
eligible persons. A person is eligible and may enroll in 
the plan by submission of a certificate of eligibility to 
the lead carrier. The certificate must provide: 

a. The name, address, and age of the applicant, and 
length of applicant ' s residence in this state. 

b. The name, address, and age o f spouse and chi l dren, if 
any, if they are to be insured . 

c. Written evidence that the applicant has been rejected 
for accident and sickness insurance, or that 
restrictive riders or a preexisting conditions 
limitation, the effect of which is to reduce 
substantial l y coverage from that received by a p erson 
considered a standard risk, was required, by at least 
two insurance companies within six months of the date 
of the certificate. 

d. A designation of coverage desired. 

2. Within thirty days of receipt of the certificate of 
application, the lead carrier shall either reject the 
application for failing to comply with the requirements of 
subsection l or forward the eligible person a notice of 
acceptance and bi l ling information. Insurance is 
effective immediately upon receipt of the first month ' s 
association plan premium, and is retroactive to the date 
of application, if the applicant otherwise complies with 
this chapter. 

3. An eligible person may not purchase more than one policy 
from the association plan. 

4. A person who obtains coverage pursuant to this section may 
not be covered for any preexisting condition during the 
first six months of coverage under the association plan if 
the person was diagnosed or treated for that condition 
during the ninety days immediately preceding the filing of 
an application. This subsection does not apply to a 
person who has had continuous coverage under a family or 
group policy during the year immediately preceding the 
filing of an application. 

SECTION 9. Chapter 26.1 - 09 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 . 1- 09 - 01 . Reciprocal or interinsurance exchange authorized . 
Individuals, partnerships, and corporations of this state , in this 
chapter referred to as subscribers, may exchange reciprocal or 
interinsurance contracts other than life insurance , with each other 
or with individuals , partnershi ps, and corporations of othe r states 
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and countries to provide indemnity among themselves against any loss 
which may be insured against under authority of law. 

26.1-09-02. Domestic corporations have right to exchange contracts. 
Any domestic corporation, in addition to the rights, powers, and 
franchises specified in its articles of incorporation, as a 
subscriber, may exchange insurance contracts of the kind and 
character mentioned in this chapter. The right to exchange the 
contracts is incidental to the purposes for which the corporation 
was organized and is granted as fully as the rights and powers 
expressly conferred upon the corporation. 

26.1-09-03. Reciprocal or interinsurance contracts Execution. 
Reciprocal or interinsurance contracts may be executed by an 
attorney, agent, or other representative, in this chapter designated 
as an attorney, duly authorized and acting for the subscribers. The 
attorney may be a corporation. The office of the attorney may be 
maintained at the place designated by the subscribers in the power 
of attorney. 

26.1-09-04. Subscribers to file verified declaration with commissioner -
Contents. The subscribers contracting among themselves to conduct a 
reciprocal or interinsurance exchange through their attorney, shall 
file with the commissioner a declaration verified by the oath of the 
attorney, or where the attorney is a corporation, by the oath of a 
chief officer thereof, setting forth: 

1. The name of the attorney and the name or designation under 
which contracts are issued. The name or designation may 
not be so similar to any name or designation adopted by 
any attorney or any insurance organization in the United 
States which was writing the same class of insurance prior 
to the adoption of the name or designation as to confuse 
or deceive. 

2. The kind or kinds of insurance to be effected or 
exchanged. 

3. A copy of the form of policy, contract, or agreement under 
or by which such insurance is to be effected or exchanged. 

4. A copy of the form of the power of attorney or other 
authority of the attorney under which the insurance is to 
be effected or exchanged. 

5. The location of the office from which the contracts or 
agreements are to be issued. 

6. That applications have been made for indemnity upon at 
least one hundred separate risks aggregating not less than 
one million five hundred thousand dollars as represented 
by executed contracts or bona fide applications to become 
concurrently effective. 
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7 . That assets conformi ng to section 26 .1-09 - 08 are in t he 
possession o f the a t torney and are ava i lable for payment 
of losses. 

26 . 1-09- 05. Attorney to file statement authorizing su it and consenting to 
serv ice . Concurrent l y with the filing of t h e dec l aration provided 
for by section 26.1 - 09 - 04, the a t torney shall file with the 
commissioner a written statement executed by the attorney for the 
subscribers conditioned that upon the issuance of the certificate of 
authority : 

1. Civi l actions may be brought in connection with the 
policies, contracts, or agreements entered into under this 
chapter in the county in which any property insured in the 
policies, contracts, or agreements i s l ocated or in which 
any accident ·insured against occurs. 

2. Service of process may be made upon the commissioner in 
a ll civil actions ar i sing in this state out of the 
policies, contracts, or agreements entered into under this 
chapter. 

26.1 - 09 - 06. Consent to service of process - Judgment - Satisfaction . 
Service of process made upon the commissioner is valid and binding 
upon all subscribers at any time exchanging reciprocal or 
interinsurance contracts through the attorney filing the statement 
r equired under section 26. 1-09 - 05. A judgment rendered in any case 
of the nature described in section 26 . 1 - 09 - 05 is valid and binding 
upon a ll subscribers as their li ability may appear and may be 
satisfied out of any funds in the possession of the attorney 
belonging to the subscribers. 

26.1 - 09 - 07 . Maximum indemnity on fire risk -Statement of maximum 
liability on s ingle ris k . A subscriber to a reciprocal or interinsurance 
contract may not assume on any single fire insurance risk an amount 
greater than ten percent of the net worth of the subscriber. 
Whenever required so to do by the commissioner, the attorney shall 
furnish to the commissioner a statement under oath of the attorney 
showing the maximum amount of i ndemnity carried upon any single fire 
insurance risk. 

26 . 1-09-08. Required assets Reserve fund . As used in this 
section, "net premiums or deposits " means the advance payments by 
subscribers after deducting the amounts specifically provided for 
expenses in subscribers ' agreements. Assets in cash or in 
securities authorized for investment of funds of insurance companies 
doing the same kind of business by the laws of the state in which 
the principal office of the exchange is located must be maintained 
at all times in an amount equal t o fifty percent of the net annua l 
advance premiums or deposits collected and credited to the accounts 
of subscribers on policies having one year or less to run and pro 
rata on those for longer period s, or in lieu thereof, one hundred 
p ercent of the net unearned premiums o r deposits collected and 
credited to the accounts of subscribers . In addition to those 
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assets, there must be maintained a reserve in the case of all 
classes of liability or similar kinds of insurance, in cash or in 
approved or authorized securities, sufficient to discharge all 
liabilities on all outstanding losses arising under policies issued, 
calculated on the basis of net premiums or deposits, and in 
accordance with the laws relating to reserves for companies insuring 
similar risks. Whenever the assets are less than the amount 
required by this section or less than one hundred thousand dollars, 
whichever is the greater, the subscribers, or their attorney for 
them, shall make up the deficiency. 

26.1-09-09. Annual report Publication of annual statement 
Examination. The attorney, within the time limited for filing the 
annual report by insurance companies transacting the same kind of 
business, shall make a report to the commissioner for each calendar 
year showing the financial condition at the office where the 
contracts are issued, and shall furnish any additional information 
and reports the commissioner requires to show the total premiums or 
deposits collected, the total losses paid, the total amounts 
returned to subscribers, and the amounts retained for expenses. The 
attorney may not be required to furnish the names and addresses of 
any subscribers. The attorney shall publish an abstract of annual 
statement as required by section 26.1-03-07. The business affairs 
and assets of the attorney are subject to visitation and examination 
by the commissioner at the expense of the office examined. Where 
the principal office of the attorney is located in another state, 
the commissioner, in lieu of an examination conducted by the 
commissioner's office as provided for in this section, may accept a 
certified copy of the report of examination made by the insurance 
office of the state where the principal office is located or by the 
insurance department of any other state. 

26.1-09-10. Attorney's license fee and gross premium tax in lieu of other 
taxes. The attorney, in lieu of all other state, county, or 
municipal fees and taxes of any and every character in this state, 
shall pay annually to the state, on account of the transaction of 
the reciprocal or interinsurance exchange business in this state, a 
license fee of fifteen dollars and a tax of two and one-half percent 
of the gross premiums or deposits collected from subscribers in this 
state after deducting therefrom all sums returned to the subscribers 
or credited to their accounts other than for losses. 

26.1-09-11. Appointment of agents by attorney- Agent's license fee. 
The attorney may appoint agents to represent the attorney in this 
state, but the agents, before writing or soliciting any of the 
insurance provided for under this chapter, must receive a 
certificate of authority from the commissioner. The fee for the 
certificate is that specified in section 26.1-01-07. 

26.1-09-12. Certificate of authority - Issuance - Renewal - Suspension 
and revocation. Upon compliance with this chapter and the payment of 
the required fees and taxes, the commissioner shall issue a 
certificate of authority to the attorney in the name and title 
mentioned in section 26.1-09-04, to expire on the succeeding April 
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thirtieth. The commissioner may suspend or revoke any certificate 
in case of a breach of any of the conditions imposed by the chapter 
after a reasonable notice in writing has been given to the attorney 
to appear and show cause why the action should not be taken. Any 
attorney who procures a certificate under this chapter may have the 
certificate renewed annually thereafter at the time provided for the 
issuance of renewal certificates to insurance companies . A 
certificate continues in force and effect until a new certificate is 
issued or is specifically refused. 

26. 1-09-13 . Solicitation without certificate of authority - Limitation. For 
the purpose of organization, and upon the issuance of a permit by 
the commissioner, powers of attorney may be solicited without a 
license or certificate of authority, but an attorney, agent, or 
other person may not effect any contract of insurance under this 
chapter until compliance with this chapter. 

26.1-09-14. General insurance laws not applicable . 
otherwise provided in this chapter, no insurance law of 
applies to the exchange of indemnity contracts under 
unless the law specifically applies to the contracts . 

Except as 
this state 

this chapter 

26.1-09-15. Penalty . Any attorney who exchanges any contract of 
indemnity of the kind and character specified in this chapter, and 
any attorney or representative of the attorney who solicits or 
negotiates any application for such contract without complying with 
this chapter, is guilty of a class B misdemeanor . 

SECTION 10. Chapter 26 . 1-10 of the North Dakota Century Code 
is hereby created and enacted to read as follows : 

26.1 - 10-01. Definitions. As used in this chapter, unless the 
context or subject matter otherwise requires: 

l. "Affiliate" means a person that directly, or indirectly 
through one or more intermediaries, controls, or is under 
the control of, or is under common control with, the 
person specified. 

2. "Control" means the possession, direct or indirect, of the 
power to direct or cause the direction of the management 
and policies of a person, whether through the ownership of 
v oting securities, by contract other than a commercial 
contract for goods or nonmanagement services, or 
otherwise, unless the power is the result of an official 
position with or corporate office held by the person. 
Control is presumed to exist if any person, directly or 
indirectly, owns, controls, holds with the power to vote, 
or holds proxies representing ten percent or more of the 
voting securities of any other person. This presumption 
may be rebutted by a showing made in the manner provided 
for in subsection 9 of section 26.1 -10 - 04, that control 
does not exist in fact. The commissioner may determine, 
after furnishing all persons in interest notice and 
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opportunity to be heard and making specific findings of 
fact to support such determination, that control exists in 
fact, notwithstanding the absence of a presumption to that 
effect. 

3. "Insurance company" means an insurer as described in 
section 26-02-02, except that it does not include: 

a. Agencies, authorities, or instrumentalities of the 
United States, its possessions and territories, the 
Commonwealth of Puerto Rico, the District of Columbia, 
or a state or political subdivision of a state. 

b. Fraternal benefit societies. 

c. Nonprofit medical and hospital service associations. 

4. "Insurance holding company system" means two or more 
affiliated persons, one or more of which is an insurance 
company. 

5. "Person" does not include any securities broker performing 
no more than the usual and customary broker's function. 

6. "Securityholder" of a specified person means the owner of 
any security of the person, including common stock, 
preferred stock, debt obligations, and any other security 
convertible into or evidencing the right to acquire any of 
the foregoing. 

7. "Subsidiary" of a specified person means an affiliate 
under the control of the person directly, or indirectly 
through one or more intermediaries. 

8. "Voting security" includes any security convertible into 
or evidencing a right to acquire a voting security. 

26.1-10-02. Subsidiaries Additional investment authority - Exception 
from investment restrictions. 

1. Any domestic insurance company, either by itself or in 
cooperation with one or more persons, may organize or 
acquire one or more subsidiaries engaged in the following 
kinds of business: 

a. Any kind of insurance business authorized by the 
jurisdiction in which it is incorporated. 

b. Acting as an insurance broker or as insurance agent 
for its parent or for any of its parent's insurance 
company subsidiaries. 
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c. Investing, reinvesting, or trading in securities for 
its own account, that of its parent, any subsidiary of 
its parent, or any affiliate or subsidiary. 

d. Management of any investment company subject to or 
registered pursuant to the Investment Company Act of 
1940, as amended, including related sales and 
services. 

e. Acting as a broker- dealer subject to or registered 
pursuant to the Securities Exchange Act of 1934, as 
amended. 

f. Rendering investment advice to governments, government 
agencies, corporations, or other organizations or 
groups. 

g. Rendering other services related to the operations of 
an insurance business including, but not limited to, 
actuarial, loss prevention, safety engineering, data 
processing, accounting, claims, appraisal, and 
collection services . 

h. Ownership and management of assets which the parent 
corporation could itself own or manage. 

i. Acting as administrative agent for a governmental 
instrumentality performing an insurance function. 

j . 

k. 

Financing of insurance premiums, 
forms of consumer financing. 

agents, and other 

Any other 
commissioner 

business activity determined 
to be reasonably ancillary 

insurance business. 

by 
to 

the 
an 

l . Owning a corporation or corporations engaged or 
organized to engage exclusively in one or more of the 
businesses specified in this section . 

2. In addition to investments in common stock, preferred 
stock, debt obligations, and other securities permitted 
under all other sections, a domestic insurance company may 
also: 

a. Invest, in common stock, preferred stock, debt 
obligations, and other securities of one or more 
subsidiaries, amounts which do not exceed the lesser 
of five percent of the insurance company's admitted 
assets or fifty percent of the company's surplus as 
regards policyholders; provided, that after the 
investments the company's surplus as regard.s 
policyholders will be reasonable in relation to the 
company ' s outstanding liabilities and adequate to its 
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financial needs. In calculating the amount of the 
investments, there must be included: 

(1) Total net moneys or other consideration expended 
and obligations assumed in the acquisition or 
formation of a subsidiary, including all 
organizational expenses and contributions to 
capital and surplus of such subsidiary whether or 
not represented by the purchase of capital stock 
or issuance of other securities. 

(2) All amounts expended in acquiring additional 
common stock, preferred stock, debt obligations 
and other securities, and all contributions to 
the capital or surplus, of a subsidiary 
subsequent to its acquisition or formation. 

b. If the insurance company's total liabilities, as 
calculated for national association of insurance 
commissioners annual statement purposes, are less than 
ten percent of assets, invest any amount in common 
stock, preferred stock, debt obligations, and other 
securities of one or more subsidiaries; provided, that 
after the investment the company's surplus as regards 
policyholders, considering the investment as if it 
were a disallowed asset, will be reasonable in 
relation to the company's outstanding liabilities and 
adequate to its financial needs. 

c. Invest any amount in common stock, preferred stock, 
debt obligations, and other securities of one or more 
subsidiaries; provided, that each subsidiary agrees to 
limit its investments in any asset so that the 
investments will not cause the amount of the total 
investment of the insurance company to exceed any of 
the investment limitations specified in subsection 1. 
"The total investment of the insurance company" 
includes: 

(l) Any direct investment by the company in an asset. 

(2) The company's proportionate share of any 
investment in an asset by any subsidiary of the 
company, which must be calculated by multiplying 
the amount of the subsidiary's investment by the 
percentage of the company's ownership of such 
subsidiary. 

d. With the approval of the commissioner, invest any 
amount in common stock, preferred stock, debt 
obligations, or other securities of one or more 
subsidiaries; provided, that after such investment the 
insurance company's surplus as regards policyholders 
will be reasonable in relation to the company's 
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outstanding liabilities and adequate to its financial 
needs . 

e. Invest any amount in the common stock, preferred 
stock, debt obligations, or other securities of any 
subsidiary exclusively engaged in holding title to and 
managing or developing real or personal property, if 
after considering as a disallowed asset so much of the 
investment as is represented by subsidiary assets 
which if held directly by the insurance company would 
be considered as a disallowed asset, the company's 
surplus as regards policyholders will be reasonable in 
relation to the company ' s outstanding liabilities and 
adequate to its financial needs, and if following the 
investment all voting securities of the subsidiary 
would be owned by the company. 

3. Investments in common stock, preferred stock, debt 
obligations, or other securities of subsidiaries made 
pursuant to subsection 2 are not subject to any of the 
otherwise applicable restrictions or prohibitions 
applicable to such investments of insurance companies. 

4. Whether any investment pursuant to subsection 2 meets the 
applicable requirements thereof is to be determined 
immediately after such investment is made, taking into 
account the then outstanding principal balance on all 
previous investments in debt obligations, and the value of 
all previous investments in equity securities as of the 
date they were made. 

5. If an insurance company ceases to control a subsidiary, it 
must dispose of any investment therein made pursuant to 
this section within three years from the time of the 
cessation of control or within such further time as the 
commissioner prescribes, unless at any time after the 
investment has been made, the investment has met the 
requirements for investment under any other section, and 
the company has so notified the commissioner. 

26.1-10-03. Acquisition of control of or merger with domestic company -
Filing requirements - Hearings - Exceptions - Violations - Jurisdiction - Consent 
to service of process. 

1. A person other than the issuer may not make a tender offer 
for or a request or invitation for tenders of, or enter 
into any agreement to exchange securities for, seek to 
acquire, or acquire, in the open market or otherwise, any 
voting security of a domestic insurance company if, after 
consummation, the person would, directly or indirectly, or 
by conversion or by exercise of any right to acquire, be 
in control of the company, and a person may not enter into 
an agreement to merge with or otherwise to acquire control 
of a domestic insurance company unless, at the time the 
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offer, request, or invitation is made or the agreement is 
entered into, or prior to the acquisition of the 
securities if no offer or agreement is involved, the 
person has filed with the commissioner and has sent to the 
company, and the company has sent to its shareholders, a 
statement containing the information required by this 
section and the offer, request, invitation, agreement, or 
acquisition has been approved by the commissioner in the 
manner hereinafter prescribed. For purposes of this 
section, a domestic insurance company includes any other 
person in control of a domestic insurance company unless 
the other person is either directly or through its 
affiliates primarily engaged in business other than the 
business of insurance. 

2. The statement to be filed with the commissioner must be 
made under oath or affirmation and must contain the 
following information: 

a. The name and address of each person by whom or on 
whose behalf the merger or other acquisition of 
control referred to in subsection 1 is to be effected, 
hereinafter called the "acquiring party": 

(1) If the person is an individua'l, the individual's 
principal occupation and all offices and 
positions held during the past five years, and 
any conviction of crimes other than minor traffic 
violations during the past ten years. 

(2) If the person is not an individual, a report of 
the nature of its business operations during the 
past five years or for any lesser period as the 
person and any predecessors thereof have been in 
existence; an informative description of the 
business intended to be done by the person and 
the person's subsidiaries, and a list of all 
individuals who are or who have been selected to 
become directors or executive officers of the 
person, or who perform or will perform functions 
appropriate to these positions. The list must 
include for each individual the information 
required by this subsection. 

b. The source, nature, and amount of the consideration 
used or to be used in effecting the merger or other 
acquisition of control, a description of any 
transaction wherein funds were or are to be obtained 
for any such purpose, and the identity of persons 
furnishing the consideration; provided, however, that 
where a source of the consideration is a loan made in 
the lender's ordinary course of business, the identity 
of the lender must remain confidential, if the person 
filing the statement so requests. 
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c. Fully audited financial information as to the earnings 
and financia l condition of each acquiring party for 
the preceding five fiscal years of each acquiring 
party, or for any lesser period as the acquiring party 
and any predecessors thereof have been in existence, 
and similar unaudited information as of a date not 
earlier than ninety days prior to the filing of the 
statement . 

d. Any plans or proposals which each acquiring party may 
have to liquidate the insurance company, to sell its 
assets or merge or consolidate it with any person, or 
to make any other material change in its business or 
corporate structure or management. 

e. The number of shares of any security referred to in 
subsection 1 which each acquiring party proposes to 
acquire, and the terms of the offer, request, 
invitation, agreement, or acquisition referred to in 
subsection 1, and a statement as to the method used to 
arrive at the fairness of the proposal. 

f. The amount of each class of 
in subsection 1 which is 
concerning which there 
beneficial ownership by each 

any security referred to 
beneficially owned or 

is a right to acquire 
acquiring party. 

g. A full description of any contracts, arrangements, or 
understandings with respect to any security referred 
to in subsection 1 in which any acquiring party is 
involved, including but not limited to transfer of any 
of the securities, joint ventures, loan or option 
arrangements, puts or calls, guarantees of loans, 
guarantees against loss or guarantees of profits, 
division of losses or profits, or the giving or 
withholding of proxies. The description must identify 
the persons who have entered into the contracts, 
arrangements , or understandings. 

h. A description o f the purchase 
to in subs ecti on 1 during the 
prec eding the filing of 
acquiring party, including 
names of the purchasers, 
agreed to be paid therefor. 

of any security referred 
twelve calendar months 
the statement, by any 

the dates of purcha s e, 
and consideration paid or 

i . A description of any recommendations to purchase any 
security referred to in subsection 1 made during the 
twel v e calendar months preceding the filing of the 
statement, by any acquiring party, or by anyone based 
upon interviews or at the suggestion of the acquiring 
party . 
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j. Copies of all tender offers for, requests or 
invitations for tenders of, exchange offers for, and 
agreements to acquire or exchange any securities 
referred to in subsection 1, and, if distributed, of 
additional soliciting material relating thereto. 

k. The term of any agreement, contract, or understanding 
made with any broker-dealer as to solicitation of 
securities referred to in subsection 1 for tender, and 
the amount of any fees, commissions, or other 
compensation to be paid to broker-dealers with regard 
thereto. 

l. Any additional information the commissioner by rule 
prescribes as necessary or appropriate for the 
protection of policyholders and securityholders of the 
insurance company or in the public interest. 

If the person required to file the statement referred to 
in subsection 1 is a partnership, limited partnership, 
syndicate, or other group, the commissioner may require 
that the information called for by subdivisions a 
through l must be given with respect to each partner of 
the partnership or limited partnership, each member of the 
syndicate or group, and each person who controls the 
partner or member. If any partner, member, or person is a 
corporation or the person required to file the statement 
referred to in subsection 1 is a corporation, the 
commissioner may require that the information called for 
by subdivisions a through 1 must be given with respect to 
the corporation, each officer and director of the 
corporation, and each person who is directly or indirectly 
the beneficial owner of more than ten percent of the 
outstanding voting securities of the corporation. 

If any material change occurs in the facts combined in 
the statement filed with the commissioner and sent to the 
insurance company pursuant to this section, an amendment 
setting forth the change, together with copies of all 
documents and other material relevant to the change, must 
be filed with the commissioner and sent to the insurance 
company within two business days after the person learns 
of the change. The insurance company must send the 
amendment to its shareholders. 

3. If any offer, request, invitation, agreement, or 
acquisition referred to in subsection 1 is proposed to be 
made by means of a registration statement under the 
Securities Act of 1933 or in circumstances requiring the 
disclosure of similar information under the Securities 
Exchange Act of 1934, or under a state law requiring 
similar registration or disclosure, the person required to 
file the statement referred to in subsection 1 may utilize 
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those documents in furnishing the information called for 
by that statement. 

4. The commissioner shall approve any merger or other 
acquisition of control referred to in subsection 1 unless, 
after a public hearing, the commissioner finds that: 

a. After the change of control, the domestic insurance 
company referred to in subsection 1 would not be able 
to satisfy the requirements for the issuance of a 
certificate of authority to write the lines of 
insurance for which it is presently licensed. 

b. The effect of the merger or 
control would be substantially to 
in insurance in this state or 
monopoly therein. 

other acquisition of 
lessen competition 
tend to create a 

c. The financial condition of any acquiring party might 
jeopardize the financial stability of the insurance 
company, or prejudice the interest of its 
policyholders or the interests of any remaining 
securityholders who are unaffiliated with the 
acquiring party. 

d. The terms of the offer, request, invitation, 
agreement, or acquisition referred to in subsection 1 
are unfair and unreasonable to the securityholders of 
the insurance company. 

e. The plans or proposals which the acquiring party has 
to liquidate the insurance company, sell its assets or 
consolidate or merge it with any person, or to make 
any other material change in its business or corporate 
structure or management, are unfair and unreasonable 
to policyholders of the company and not in the public 
interest. 

f. The competence, experience, and integrity of those 
persons who would control the operation of the 
insurance company are such that it would not be in the 
interest of policyholders of the company and of the 
public to permit the merger or other acquisition of 
control. 

The commissioner shall hold the public hearing referred to 
in this subsection within thirty days after the statement 
required by subsection 1 is filed, and shall give at least 
twenty days' notice to the person filing the statement . 
Not less than seven days ' notice of the hearing must be 
given by the person filing the statement to the insurance 
company and to other persons designated by the 
commissioner. The insurance company must give notice to 
its securityholders . The commissioner shall make a 
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determination within thirty days after the conclusion of 
the hearing. At the hearing, the person filing the 
statement, the insurance company, any person to whom 
notice of hearing was sent, and any other person whose 
interests may be affected have the right to present 
evidence, examine and cross-examine witnesses, and offer 
oral and written arguments and in connection therewith are 
entitled to conduct discovery proceedings in the same 
manner allowed in district court of this state. All 
discovery proceedings must be concluded not later than 
three days prior to the hearing. 

5. The insurance company must mail all statements, 
amendments, or other material filed pursuant to 
subsection 1 or 2, and all notices of public hearings held 
pursuant to subsection 4, to its shareholders within five 
business days after receipt by the company. The person 
making the filing must bear the expenses of mailing. As 
security for the payment of the expenses, the person shall 
file with the commissioner an acceptable bond or other 
deposit in an amount determined by the commissioner. 

6. This section does not apply to: 

a. Any offers, requests, invitations, agreements, or 
acquisitions by the person referred to in subsection 1 
of any voting security referred to in subsection 1 
which, immediately prior to the consummation of such 
offer, request, invitation, agreement, or acquisition, 
was not issued and outstanding. 

b. Any transaction which is subject to the provisions of 
chapter 26.1-07, dealing with the merger or 
consolidation of two or more insurance companies. 

c. Any offer, 
acquisition 
excepted as: 

request, 
which the 

invitation, 
commissioner 

agreement, 
by order 

or 
has 

(1) Not having been made or entered into for the 
purpose and not having the effect of changing or 
influencing the control of a domestic insurance 
company; or 

(2) As otherwise not comprehended within the purposes 
of this section. 

7. The following is a violation of this section: 

a. The failure to file any statement, amendment, or other 
material required to be filed pursuant to subsection 1 
or 2. 
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b. The effectuation or any attempt to effectuate an 
acquisition of control of, or merger with, a domestic 
insurance company without the approval of the 
commissioner. 

8. The courts of this state have jurisdiction over every 
person not resident, domiciled, or authorized to do 
business in this state who files a statement with the 
commissioner under this section, and over all actions 
involving the person arising out of violations of this 
section, and each person is deemed to have performed acts 
equivalent to and constituting appointment of the 
commissioner as the person's attorney upon whom may be 
served all lawful process in any action, suit, or 
proceeding arising out of violations of this section. 

26.1-10-04. Registration Amendments Termination A Iter native 
registration - Exceptions - Disclaimer - Violation. 

1. Every insurance company which is authorized to do business 
in this state and which is a member of an insurance 
holding company system must register with the 
commissioner, except a foreign insurance company subject 
to disclosure requirements and standards adopted by 
statute or rule in the jurisdiction of its domicile which 
are substantially similar to those contained in this 
section. Any insurance company subject to registration 
under this section must register before August 31, 1981, 
or fifteen days after it becomes subject to registration, 
whichever is later, unless the commissioner for good cause 
shown extends the time for registration, and then within 
the extended time. The commissioner may require any 
authorized insurance company which is a member of a 
holding company system not subject to registration under 
this section to furnish a copy of the registration 
statement or other information filed by the insurance 
company with the insurance regulatory authority of the 
domiciliary jurisdiction. 

2. Every insurance company subject to registration must file 
a registration statement on a form approved by the 
commissioner, which must contain current information 
about: 

a. The capital structure, general financial condition, 
ownership, and management of the insurance company and 
any person in control of the insurance company. 

b. The identity of every member of the insurance holding 
company system. 

c. The following agreements in force, relationships 
subsisting, and transactions currently outstanding 
between the insurance company and its affiliates: 
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(1) Loans, other investments, or purchases, sales, or 
exchanges of securities of the affiliates by the 
insurance company or of the insurance company by 
its affiliates. 

(2) Purchases, sales, or exchange of assets. 

(3) Transactions 
business. 

not in the ordinary course of 

(4) Guarantees or undertakings for the benefit of an 
affiliate which result in an actual contingent 
exposure of the insurance company's assets to 
liability, other than insurance contracts entered 
into in the ordinary course of the insurance 
company's business. 

(5) All management and service contracts and all 
cost-sharing arrangements, other than cost 
allocation arrangements based upon generally 
accepted accounting principles. 

(6) Reinsurance agreements covering all or 
substantially all of one or more lines of 
insurance of the ceding company. 

d. Other matters concerning transactions between 
registered insurance companies and any affiliates as 
may be included from time to time in any registration 
forms adopted or approved by the commissioner. 

3. No information need be disclosed on the registration 
statement filed pursuant to subsection 2 if the 
information is not material for the purposes of this 
section. Unless the commissioner by rule or order 
provides otherwise, sales, purchases, exchanges, loans or 
extensions of credit, or investments, involving one-half 
of one percent or less of an insurance company's admitted 
assets as of December thirty-first next preceding are not 
material for purposes of this section. 

4. Each registered insurance company must keep current the 
information required to be disclosed in its registration 
statement by reporting all material changes or additions 
on amendment forms approved by the commissioner within 
fifteen days after the end of the month in which it learns 
of each change or addition; provided, however, that 
subject to subsection 3 of section 26.1-10-05, each 
registered insurance company must report all dividends and 
other distributions to shareholders within two business 
days following the declaration thereof. 
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5. The commissioner shall terminate the registration of any 
insurance company which demonstrates that it no longer is 
a member of an insurance holding company system. 

6 . The commissioner may require or allow 
affiliated insurance companies subject to 
hereunder to file a consolidated registration 
consolidated reports amendi ng their 
registration statement or their individua l 
statements. 

two or more 
registration 
statement or 
conso l idated 
registration 

7. The commissioner may allow a n insurance company which is 
authorized to do business i n this state and which is part 
of an insurance holding company system to register on 
behalf of any affiliated insurance company which is 
required to register under subsection l to file all 
information and material required to be filed under this 
section. 

8 . This section does not apply to any insurance company, 
information, or transaction if and to the extent excepted 
by the commissioner by ru l e or order. 

9. Any person may file with the commissioner a disclaimer of 
affi l iation with any authorized insurance company or a 
disclaimer may be f il ed by the insurance company or any 
member of an insurance holding company system. The 
disclaimer must fully disclose al l material relationships 
and bases for affiliation between the person and the 
insurance company as well as the basis for disclaiming the 
affiliation. After a disclaimer has been filed, the 
insurance company is relieved of any duty to register or 
report under this section which arises out of the 
insurance company ' s relationship with the person unless 
and unti l the commissioner disallows the disclaimer. The 
commissioner shall disallow the disclaimer only after 
furnishing all parties in interest with notice and 
opportunity to be heard a nd after making specific findings 
of fact to support the disallowance. 

10. The failure to file a registration statement or any 
amendment thereto required by this section within the time 
specified for the filing is a violation of this section. 

26 . 1- 10- 05 . Standards Transactions with affiliates Adequacy of 
surplus - Dividends and other distributions . 

1. Material transactions 
with their affiliates 
standards: 

by registered insurance companies 
are subject to the following 

a . The terms must be fair and reasonable. 
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b. The books, accounts, and records of each party must 
clearly and accurately disclose the precise nature and 
details of the transactions. 

c. The insurance company's surplus as regards to 
policyholders following any dividends or distributions 
to shareholder affiliates must be reasonable in 
relation to the insurance company's outstanding 
liabilities and adequate to its financial needs. 

2. For purposes of this chapter, in determining whether an 
insurance company's surplus as regards policyholders is 
reasonable in relation to the insurance company's 
outstanding liabilities and adequate to its financial 
needs, the following factors, among others, must be 
considered: 

a. The size of the insurance company as measured by its 
assets, capital and surplus, reserves, premium 
writings, insurance in force, and other appropriate 
criteria. 

b. The extent to which the insurance company's business 
is diversified among the several lines of insurance. 

c. The number and size of risks insured in each line of 
business. 

d. The extent of the geographical dispersion of the 
insurance company's insured risks. 

e. The nature and extent of the insurance company's 
reinsurance program. 

f. The quality, diversification, and liquidity of the 
insurance company's investment portfolio. 

g. The recent past and projected future trend in the size 
of the insurance company's surplus as regards 
policyholders. 

h. The surplus as regards policyholders maintained by 
other comparable insurance companies. 

i. The adeqUacy of the insurance company's reserves. 

j. The quality and liquidity of investments in 
subsidiaries made pursuant to section 26.1-10-02. The 
commissioner may treat the investment as a disallowed 
asset for purposes of determining the adequacy of 
surplus as regards policyholders whenever in the 
commissioner's judgment the investment so warrants. 
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3. An insurance company subject to registration under section 
26.1 -10- 04 may not pay any extraordinary dividend or make 
any other extraordinary distribution to its shareholders 
until: 

a. Thirty days after the commissioner has received notice 
of the declaration thereof and has not within such 
period disapproved the payment; or 

b . The commissioner has approved the payment within the 
thirty-day period. 

4. For purposes of this section, an extraordinary dividend or 
distribution includes any dividend or distribution of cash 
or other property, where the fair market value together 
with that of other dividends or distributions made within 
the preceding twelve months exceeds the greater of: 

a. Ten percent of the insurance company's surplus as 
regards policyholders as of December thirty-first next 
preceding; or 

b. The net gain from operations of the insurance company, 
if the company is a life insurance company, or the net 
investment income, if the company is not a life 
insurance company, for the twelve - month period ending 
December thirty- first next preceding, but may not 
include pro rata distributions of any class of the 
insurance company ' s own securities . 

5. Notwithstanding any other provision of law, an insurance 
company may declare an extraordinary dividend or 
distribution which is conditional upon the commissioner's 
approval thereof, and the declaration confers no rights 
upon shareholders until: 

a. The commissioner has approved the payment of the 
dividend or distribution; or 

b. The commissioner has not disapproved the 
within the thirty- day period referred 
subsection 3. 

26.1-10-06. Examination - Consultants - Expenses . 

payment 
to in 

1. Subject to the limitations contained in this section and 
in addition to the powers which the commissioner has 
relating to the examination of insurance companies, the 
commissioner may order any insurance company registered 
under section 26.1 - 10 - 04 to produce any information in the 
possession of the insurance company or its affiliates 
necessary to ascertain the financial condition or legality 
of conduct of the insurance company. If the insurance 
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company fails to comply with the order, the commissioner 
may examine the affiliates to obtain the information. 

2. The commissioner may exercise the power under subsection 1 
only if the examination of the insurance company, under 
other provisions of the law, is inadequate or the 
interests of the policyholders of the insurance company 
may be adversely affected. 

3. The commissioner may retain at the registered insurance 
company's expense any attorneys, actuaries, accountants, 
and other experts, not otherwise a part of the 
commissioner's staff, as are reasonably necessary to 
assist in the conduct of the examination under 
subsection 1. Any persons so retained are under the 
direction and control of the commissioner and shall act in 
a purely advisory capacity. 

4. Each registered insurance company producing information 
for examination pursuant to subsection 1 is liable for and 
must pay the expense of the examination. 

26.1-10-07. Information confidential. Any information obtained by 
or disclosed to the commissioner or any other person in the course 
of an examination or investigation made pursuant to section 
26.1-10-06 and all information reported pursuant to section 
26.1-10-04, must be given confidential treatment and is not subject 
to subpoena and may not be made public by the commissioner or any 
other person, except to insurance departments of other states, 
without the prior written consent of the insurance company to which 
it pertains unless the commissioner, after giving the insurance 
company and its affiliates who would be affected thereby, notice and 
opportunity to be heard, determines that the interests of 
policyholders, shareholders, or the public will be served by the 
publication thereof, in which event the commissioner may publish all 
or any part thereof in any manner the commissioner deems 
appropriate. 

26.1-10-08. Injunctions 
Sequestration of voting securities. 

Prohibitions against voting securities 

1. Whenever it appears to the commissioner that any insurance 
company or any director, officer, employee, or agent 
thereof has committed or is about to commit a violation of 
this chapter or of any rule or order issued by the 
commissioner under this chapter, the commissioner may 
apply to the district court for the county in which the 
principal office of the insurance company is located or if 
the insurance company has no principal office in this 
state then to the district court of Burleigh County for an 
order enjoining the insurance company or the director, 
officer, employee, or agent thereof from violating or 
continuing to violate this chapter or any rule or order, 
and for any other equitable relief as the nature of the 
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case and the 
policyholders, 
may require. 
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interests of the insurance company's 
creditors, and shareholders or the public 

2. A security which is the subject of any agreement or 
arrangement regarding acquisition, or which is acquired or 
to be acquired, in contravention of this chapter or any 
rule or order issued by the commissioner hereunder may not 
be voted at any shareholders ' meeting, or may be counted 
for quorum purposes, and any action of shareholders 
requiring the affirmative vote of a percentage of shares 
may be taken as though the securities were not issued and 
outstanding, but any action taken at the meeting is not 
invalidated by the voting of those securities, unless the 
action would materially affect control of the insurance 
company or unless the courts of this state have so 
ordered. If an insurance company or the commissioner has 
reason to believe that any security of the insurance 
company has been or is about to be acquired in 
contravention of this chapter or any rule or order issued 
by the commissioner hereunder, the insurance company or 
the commissioner may apply to the district court of 
Burleigh County or to the district court of the county in 
which the insurance company has its principal place of 
business to enjoin any offer, request, invitation, 
agreement, or acquisition made in contravention of section 
26 . 1- 10-03 or any rule or order issued by the commissioner 
thereunder to enjoin the voting of any security so 
acquired, to void any vote of the security already cast at 
any meeting of shareholders, and for any other equitable 
relief as the nature of the case and the interests of the 
insurance company's policyholders, creditors, and 
shareholders or the public may require. 

3. In any case where a person has acquired or is proposing to 
acquire any voting securities in violation of this chapter 
or any rule or order issued by the commissioner hereunder, 
the district court of Burleigh County or the district 
court of the county in which the insurance company has its 
principal place of business may, on the notice the court 
deems appropriate, upon the application of the insurance 
company or the commissioner seize or sequester any voting 
securities of the insurance company owned directly or 
indirectly by the person, and issue any orders with 
respect thereto as may be appropriate to effectuate this 
chapter. 

4. Notwithstanding any other provision of law, for the 
purpose of this chapter the site of the ownership of the 
securities of domestic insurance companies is deemed to be 
in this state. 

26 . 1- 10- 09 . Revoc ation , suspension , and non renewal of lice nse . 
Whenever it appears to the commissioner that any person has 
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committed a violation of this chapter which makes the continued 
operation of an insurance company contrary to the interests of 
policyholders or the public, the commissioner may, after giving 
notice and an opportunity to be heard, suspand, revoke, or refuse to 
renew the insurance company's license or authority to do business in 
this state for any period the commissioner finds is required for the 
protection of policyholders or the public. Any determination must 
be accompanied by specific findings of fact and conclusions of law. 

26.1-10-10. Receivership. Whenever it appears to the 
commissioner that any person has committed a violation of this 
chapter which so impairs the financial condition of a domestic 
insurance company as to threaten insolvency or make the further 
transaction of business by it hazardous to its policyholders, 
creditors, shareholders, or the public, then the commissioner may 
proceed as provided in chapter 26.1-07 to take possession of the 
property of the insurance company and to carry on its business. 

26.1-10-11. Criminal Proceedings- Penalty. Whenever it appears to 
the commissioner that any insurance company or any director, 
officer, employee, or agent thereof has committed a willful 
violation of this chapter, the commissioner may institute criminal 
proceedings in the district court of the county in which the 
principal office of the insurance company is located or if the 
insurance company has no principal office in the state, then in the 
district court of Burleigh County against the insurance company or 
the responsible director, officer, employee, or agent of the 
company. Any insurance company which willfully violates this 
chapter is guilty of a class B misdemeanor. Any individual who 
willfully violates this chapter is guilty of a class A misdemeanor. 

26.1-10-12. Rulemaking. The commissioner may adopt rules and 
issue orders necessary to carry out ~his chapter. 

SECTION 11. Chapter 26.1-11 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-11-01. Conditions to be complied with by foreign company before 
transacting insurance business in state. A foreign insurance company may 
not take any risk or transact insurance business in this state, 
either directly or indirectly, until it has: 

1. Deposited with the commissioner a certified copy of its 
articles of incorporation. 

2. Deposited with the commissioner a statement of its 
financial condition and business in the form and detail 
the commissioner requires, signed and sworn to by its 
president and secretary or other similar officers. 

3. Satisfied the commissioner that it is fully and legally 
organized under the laws of its state or government to do 
the business which it proposes to transact. 
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4. Satisfied the commissioner, if it is a stock company, that 
it has a fully paid- up capital stock and surplus at least 
equal to the stock and surplus required of domestic 
companies transacting the same classes of insurance. 

5. Satisfied the commissioner, if 
that it has complied with 
section 26.1 - 12 - 27. 

it is a mutual company, 
subsection 7 of 

6. Satisfied the commissioner that its assets are well 
invested and immediately available for the payment of 
losses in this state and in making this determination the 
commissioner may rely upon the provisions pertaining to 
authorized investments of domestic insurance companies. 

7. Satisfied the commissioner that it does not insure any 
single hazard for a sum larger than one - tenth of its net 
assets. 

8. Appointed the commissioner and the commissioner's 
successors, by a duly executed instrument filed in the 
commissioner's office, its attorney upon whom all process 
in any action or proceeding against it may be served and 
has agreed in the instrument that any process that may be 
served upon its attorney is of the same force and validity 
as if the process were served on the company and that the 
authority thereof continues in force irrevocable so long 
as any liability of the company remains outstanding in 
this state. 

9. Agreed to appoint, and will appoint, 
state only residents of this state 
provided in chapter 26- 17.1. 

as its agents in this 
except as otherwise 

10. Adopted a name which is not so similar to a name already 
in use by an existing company organized or licensed in 
this state as to be confusing or misleading. 

26 . 1-11-02. Liability of officers , agents , and stoc kholde rs of 
noncomplying foreign company - Penalty . Any failure to comply with 
section 26.1 - 11 - 01 renders each officer, agent, and stockholder of 
any foreign insurance company failing to comply therewith jointly 
and severally liable on all contracts of the company made within 
this state during the time the company is in default . Each officer 
and agent of the noncomplying company is guilty of a class A 
misdemeanor. 

26 . 1- 11 - 03 . Fa ilure to comply with conditions re nde rs contracts vo id on 
behalf of company - En forcement against company . A contract made by or on 
behalf of any foreign insurance company doing business in this state 
without first complying with section 26.1 - 11 - 01 or 26.1 - 11 - 04 is 
void and unenforceable on behalf of the company and its assigns, but 
the contract may be enforced aga i nst the company. 
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26.1-11-04. Foreign life company required to maintain funds or stop 
writing business - Penalty. When the actual funds of any foreign life 
insurance company authorized to do business in this state are not of 
a net value equal to the net value of its policies according to the 
combined experience or actuaries' rate of mortality, with interest 
at four percent per annum, or by such higher standard as the company 
may have adopted, the commissioner shall give notice to the company 
and its agents to discontinue the issuance of new policies in this 
state until its funds have become equal to its liabilities when its 
policies are valued as provided in this section. Any officer or 
agent who, after notice has been given, issues or delivers a new 
policy from and in behalf of the company before its funds have 
become equal to its liabilities as provided by this section is 
guilty of a class A misdemeanor. This section does not apply to a 
cooperative or assessment life association licensed to transact 
business in this state. 

26.1-11-05. Deposit required of foreign accident and health insurance 
company doing business on assessment plan. Each foreign accident and 
health insurance company doing business on the assessment plan in 
this state must keep deposited at all times with the commissioner 
one regular assessment sufficient in amount to pay the average loss 
or losses occurring among its members in this state during the time 
allowed by it for the collection of assessments and payment of 
losses. No such company may be licensed by the commissioner unless 
it keeps and maintains with the commissioner for the protection of 
persons to whom it may become obligated at least ten thousand 
dollars in bonds of the United States of America, of the state of 
North Dakota, or of political subdivisions within this state, or in 
mortgages on improved and unencumbered real estate within this state 
worth double the sum loaned thereon and approved by the 
commissioner. 

26.1-11-06. Reciprocal penalties - Retaliatory charges. Whenever the 
laws of any other state, or of any foreign country, or of any 
province or territory thereof, or when the rules of the insurance 
department of that state, country, province, or territory, require 
any insurance company, corporation, association, or society 
organized under the laws of this state, or of any agent thereof, to 
deposit securities in that state, country, province, or territory 
for the protection of policyholders or others, or any payment for 
taxes, fines, penalties, certificates of authority, licenses, or 
fees, or the performance of any duties or acts other than and 
exceeding those required by the laws of this state of a like 
insurance company, corporation, association, or society, or the 
agents thereof, organized under the laws of that state, country, 
territory, or province, while transacting business in this state, 
then and in every such case, an insurance company, corporation, 
association, or society organized in that state, country, province, 
or territory which establishes an agency or transacts business in 
this state, is required to make deposits and to pay to the 
commissioner charges, licenses, fees, taxes, fines, or penalties in 
the amounts respectively, and to do all other acts which that other 
state, country, province, or territory, by the laws or the rules of 
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the insurance department thereof, requires of a like insurance 
company, corporation, or society, or the agents thereof, organized 
under the laws of this state when doing business in that other 
state, country, province, or territory. This section applies 
regardless of the plan of assessment or collection of premiums, 
contributions, or assessments adopted by the foreign company, 
corporation, association, or society . 

26 . 1- 11 -07 . Countersignature requirement - Commissions - Rec iprocity. 
Notwithstanding any other provision of this title or policy forms to 
the contrary , there may not be any requirement that an agent 
resident in this state sign or countersign a policy of insurance 
covering a subject of insurance resident, located, or to be 
performed in this state. However, if the laws or rules of another 
state require a signature or countersignature by an agent resident 
in that state on a policy of insurance written by a nonresident 
agent or nonresident broker of that state, then any policy of 
insurance written by an agent r esident of that state licensed as a 
nonresident agent in this state covering a subject of insurance 
resident, located, or to be performed in this state must be signed 
or countersigned in writing by an agent resident in this state . A 
policy of insurance may not be deemed invalid because of the absence 
of the required signature or countersignature. If the laws or rules 
of another state require an agent resident in that state to retain a 
portion of the commission paid on a like policy of insurance 
written, countersigned, or delivered by the agent in that state at 
the request of a nonresident agent or nonresident broker of that 
state, then the agent resident in this state who signed or 
countersigned a policy of i nsurance written by a resident of that 
state licensed as a nonresident agent in this state covering a 
subject of insurance resident, l ocated, or to be performed in this 
state shall retain an equal pro rata portion of any commission on 
the policy of insurance. 

26.1 - 11-08. Grounds for revocation of authority of foreign company . 
The commissioner shall rev oke or suspend all certificates of 
authority granted to a foreign insurance company or to its agents 
if, upon examination or other evidence, the commissioner is of the 
opinion that : 

1. The company is in an unsound condition . 

2. The company has failed to comply with any provision of the 
applicable laws of th i s state. 

3. The company, or any officer or agent thereof, has refused 
to submit to examination or to perform any other legal 
obligation . 

26 . 1- 11 -09 . Procedure for suspension or revocation of foreign company's 
authority - Effect . Whenever it appears to the commissioner, either 
upon complaint or otherwise, that any foreign insurance company is 
i n vio l ation of section 26.1 - 02 - 23 or 26.1 - 11 - 08, the commissioner 
may issue a tempora r y order suspending the certificate of authority 
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granted to a foreign insurance company if the commissioner deems it 
necessary or appropriate to the public interest to do so. Any 
company aggrieved by a temporary order may request a hearing before 
the commissioner within ten days after the company receives the 
order. If the commissioner revokes the certificate of authority 
granted to a foreign insurance company, the commissioner shall 
publish a notice of revocation once each week for three successive 
weeks in a new~paper published at the state capital. Thereafter, no 
new business may be done by the company, or by its agents, in this 
state until its 'certificate of authority is restored by the 
commissioner. The"commissioner, after a hearing and for good cause, 
may cancel the revocation and restore the certificate. 

26.1-11-10. Consent to service of process. Service of process upon 
the commissioner as attorney for a foreign insurance company doing 
business in this state is sufficient service upon the company. 

26.1-11-11. Consent to service of process - Unauthorized insurance 
company. Any of the following acts in this state, effected by mail 
or otherwise, by any unauthorized foreign or alien insurance company 
is equivalent to and constitutes an appointment by the company of 
the commissioner as its attorney upon whom may be served all lawful 
process in any action, suit, or proceeding instituted by or on 
behalf of an insured or beneficiary arising out of any contract of 
insurance, and any such act signifies its agreement that the service 
of process is of the same legal force and validity as personal 
service in this state, upon such insurer: 

1. The issuance or delivery of contracts of insurance to 
residents of this state or to corporations authorized to 
do business in this state. 

2. The solicitation of applications for such contracts. 

3. The collection of premiums, membership fees, assessments, 
or other considerations for such contracts. 

4. Any other transaction of insurance business. 

26.1-11-12. Additional means of service. 

1. Service in any action, suit, or proceeding is, in addition 
to the manner provided in section 26.1-01-04, valid if 
served upon any person within this state who on behalf of 
the insurance company is: 

a. Soliciting insurance; 

b. Making, issuing, 
insurance; or 

or delivering any contract of 

c. Collecting 
assessment, 

or receiving any premium membership fee, 
or other consideration for insurance. 
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2 . A copy of the process must be sent within ten days 
thereafter by registered mail by the plaintiff or the 
plaintiff ' s attorney, t o the defendant at the defendant ' s 
l ast known principal p lace of business. 

3 . The defendant's receip t, or the receipt issued by the post 
office with which the letter is registered or certified, 
show i ng the name of the sende r o f the l etter, the name and 
address o f the person t o whom the letter is addressed , a nd 
the affidavi t of the person mai l ing the letter showing a 
compliance herewith must b e fil ed with the clerk of the 
court i n which the action is pending on or before the date 
the defendant is required to appear or within such further 
t ime as the court allows . 

26.1-11 - 13 . Right · of service not abridged . This chapter does not 
limit or abridge the right to serve any process, notice, or demand 
upon any insurance company in any other manner permitted by law. 

26 . 1-11-14. Judgment by default Time of entry . A judgment by 
default under this chapter may not be entered until the expiration 
of thirty days fro m the date of the f i ling of the affidavit of 
compliance. 

26.1-11-15. Defense of action by unauthorized company. Before any 
unauthorized foreign or alien insurance company may file or cause to 
be filed any pleading in any action, suit, or proceeding instituted 
against it, the company must deposit with the clerk of the court in 
which the action, suit, or proceeding is pending, cash or 
securities, or file with the clerk a bond with good and sufficient 
sureties approved by the court in an amount fixed by the court 
sufficient to secure the payment of any final judgment which may be 
rendered in the action . The court may, in its discretion, dispense 
with the deposit or bond where the company makes a showing 
satisfactory to the court that it maintains in the United States 
funds or securit i es, in trust or otherwise, sufficient and available 
to satisfy any final judgment which may be entered in the action, 
suit, or proceeding, and that the company wi ll pay any final 
judgment rendered without requiring suit to be brought on the 
judgment in the state where the securities are located, or procure a 
certificate of authority to transact insurance business in this 
state. 

26 . 1- 11 - 16. Court may order postponement. The court in any 
action, suit, or proceeding in which service is made in the manner 
provided in section 26.1 - 01 - 04 or 26.1 - 11 - 12, may order any 
postponement necessary to afford the defendant reasonable 
opportunity to comply with this chapter and to defend the action . 

26.1-11 - 17. Construction. Section 26.1 - 11 - 16 does not prevent an 
unauthorized foreign or alien insurance company from filing a motion 
to quash a writ or to set aside service thereof made in the manner 
p rovided in this chapter on the ground that the company has not done 
a n y of t he ac t s enumerated in t hi s chapt er or that the person on 
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whom service was made pursuant to section 26.1-11-12 was not doing 
any of the acts therein enumerated. 

26.1-11-18. Attorney's fees. In any action against an 
unauthorized foreign or alien insurance company upon a contract of 
insurance issued or delivered in this state to a resident of this 
state or to a corporation authorized to do business in this state, 
if the insurance company has failed for thirty days after demand 
prior to the commencement of the action to make payment in 
accordance with the terms of the contract, and it appears to the 
court that refusal was vexatious and without reasonable cause, the 
court may allow to the plaintiff a reasonable attorney's fee and 
include the fee in any judgment that may be rendered in the action. 
The fee may not exceed twelve and one-half percent of the amount 
which the court or jury finds the plaintiff is entitled to recover 
against the insurance company, but the fee awarded may not be less 
than twenty-five dollars. Failure of an insurance company to defend 
any action is prima facie evidence that its failure to make payment 
was vexatious and without reasonable cause. 

26.1-11-19. Application. This chapter does not apply to any 
action, suit, or proceeding against any unauthorized foreign or 
alien insurance company arising out of any contract of reinsurance, 
ocean marine, aircraft or railway insurance, insurance against legal 
liability arising out of the ownership, operation or maintenance of 
any property having a permanent situs outside this state, or 
insurance against loss of or damage to any property having a 
permanent situs outside this state, where the contract of insurance 
designates the commissioner or a bona fide resident of this state 
the attorney of the unauthorized insurance company upon whom may be 
served all lawful process in any action, suit, or proceeding 
instituted by or on behalf of an insured or beneficiary arising out 
of the contract or where the insurance company enters a general 
appearance in the suit, action, or proceeding. 

SECTION 12. Chapter 26.1-12 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-12-01. Organization of mutual insurance company - Minimum number 
of members. Any number of persons, not less than twenty, a majority 
of whom must be bona fide residents of this state, may become, 
together with others who thereafter may be associated with them or 
their successors, a body corporate for the purpose of carrying on 
the business of mutual insurance as provided in this chapter by 
complying with this chapter. 

26.1-12-02. Corporate name - Restrictions. The name of a mutual 
insurance company organized under this chapter must contain the word 
"mutual". A name which is so similar to any name already in use by 
any existing corporation, company, or association organized or doing 
business in this state as to be confusing or misleading is not 
permitted. 
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26 . 1-12-03 . Articles of incorporation - Contents . Persons proposing 
to form a mutual insurance company under this chapter shall 
subscribe and acknowledge artic l es of incorporation specifying: 

1 . The name of the company and the purpose for which it is to 
be formed. 

2. The location of its principal or home office, which must 
be within this state. 

3. The names and addresses of those composing the board of 
directors in which the management is vested until the 
first meeting of the members. 

4. The names and places of residence of the incorporators. 

5 . The term of existence of the company, which may not exceed 
thirty years. 

26 . 1- 12-04 . Articles of incorporation - Filing - Issu ance of ce rt ifi cate. 
The articles of incorporation or amendments thereto of a mutual 
insurance company organized under this chapter must be submitted to 
the commissioner and to the attorney general . If the commissioner 
and the attorney general determine the articles or amendments comply 
with this chapter, the commissioner shall approve the same . The 
articles or amendments must be filed in the office of the secretary 
of state and a certified copy must be filed with the commissioner. 
The commissioner shall deliver a certificate to the company 
indicating that it has complied with this chapter. 

26 . 1-12- 05. Legal existence Adoption of bylaws Transact ion of 
business. The mutual insurance company has legal existence as of the 
date of the certificate. The board of directors named in the 
articles thereafter may adopt bylaws which must be filed with the 
commissioner, accept applications for insurance, and proceed to 
transact company business. Insurance may not be put into force, 
however, until the company has been licensed to transact an 
insurance business as provided by this chapter. 

26.1 - 12-06. By laws of mutual company - Meetings - Noti ce - Quorum . 
The bylaws of any mutual insurance company organized under this 
chapter or chapter 26.1 - 05, must prescribe the manner of 
notification to members of all corporation meetings of members and 
must prescribe what constitutes a quorum of members. A quorum is 
those members present in person or represented by written proxies. 
A majority of those voting is sufficient to approve or reject any 
proposal submitted at any annual or special meeting . Every member 
of the company is entitled to one vote only . Every member must be 
notified of the time and place of the holding of the meetings of the 
company by a written notice or by an imprint on the back of each 
policy, receipt, or certificate of renewal. In addition a notice of 
any annual or special meeting must be published in the official 
newspaper of the county in which the principal office of the company 
is located . The notice must be published at least twice, the first 
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publication to be 
special meeting 
and object of the 
sixty days before 

made at least sixty days before the meeting. If a 
of members is called, a notice of the time, place, 
meeting must be mailed to all members at least 
the meeting. 

26.1-12-07. Amendment of articles of incorporation Amendment of 
bylaws - Extension of corporate existence. The articles of incorporation 
of a mutual insurance company organized under this chapter may be 
amended, its term of corporate existence extended, and its bylaws 
adopted, amended, or repealed at any annual meeting of the company, 
or at any special meeting called for that purpose, by the 
affirmative vote of two-thirds of the members voting on the 
proposition. 

26.1-12-08. License required - Prerequisites to issuance of license. A 
mutual insurance company organized under this chapter may not issue 
policies or transact any insurance business unless it holds a 
license from the commissioner authorizing the transaction of 
insurance business. The license may not be issued unless and until 
the company complies with the following conditions: 

l. It must hold bona fide applications for insurance upon 
which it will issue simultaneously at least twenty 
policies to at least twenty members for the same kind of 
insurance upon not less than two hundred separate risks, 
each within the maximum single risk. 

2. The "maximum single risk" may not exceed twenty percent of 
the admitted assets of the company, or three times the 
average risk, or one percent of the insurance in force, 
whichever is the greater, any reinsurance taking effect 
simultaneously with the policy being deducted in 
determining the maximum single risk. 

3. It must have collected a premium upon each application. 
All premiums must be held in cash or in securities in 
which insurance companies may invest, and in the case of 
fire insurance, must be equal to not less than twice the 
maximum single risk assumed subject to one fire nor less 
than ten thousand dollars, and in any other kind of 
insurance as listed in section 26.1-12-ll, to not less 
than five times the maximum single risk assumed nor less 
than ten thousand dollars. 

4. It must maintain a surplus of at least five hundred 
thousand dollars, except if the minimum assets and surplus 
requirements for the company are more than the minimum 
requirements provided by this subsection at the time the 
company was originally issued a license to do business, 
the company may maintain assets and surplus which satisfy 
the requirements in effect at that time. 

26.1-12-09. Temporary capital on organization of mutual life company -
Retirement. A mutual life insurance company may be organized with, 
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and an existing mutual life i nsurance company may establ i sh , a 
temporary capital of not less than one hundred thousand dollars 
which must be invested in the manner provided for the investment of 
its other funds . Out of the net surp l us o f the company, the holders 
of the temporary capita l stock may receive a dividend of not more 
than eight percent per annum, and the divide nd may be cumulative. 
The capital stock may not be a liability o f the company except that 
it must be retired as soon as, but not before, the surplus of the 
company remaining after its retirement will equal at least the 
amount of the temporary capital . At the time for the retirement of 
the capital stock, the ho l ders must receive from the company the pa r 
value thereof and any dividends thereon due and unpaid, and the 
stock must be surrendered and canceled, and the right to vote 
thereon ceases. 

26 . 1-12-10 . Mutual life company Amount of subscribed insurance 
required - Surplus required. A mutual li f e insurance company may not 
issue a policy until not less than two hundred thousand dollars of 
insurance in not less than two hundred separate risks have been 
subscribed f or and entered on its books. The commiss i oner may not 
issue a certificate of authority for the transaction of business to 
the company unless it has a surplus of assets over all liabilities 
of at least five hundred thousand dollars. A domestic mutual life 
insurance company must ma i ntain surplus of at least this amount . If 
the minimum asset and surplus requirements required by this section 
are more than the minimum requirements required at the time a 
company was issued its original certificate o f authority, the 
company must maintain assets and surplus which satisfy the assets 
and surplus requirements in effect at that time . 

26.1 - 12- 11 . Authority to insure or reinsure - Kinds of insurance open to 
mutual company . Any mutua l insurance company organized under this 
chapter may make contracts of insurance, and may reinsure or accept 
reinsurance on any portion thereof, to the extent specified in its 
articles of incorporation, for the following kinds of insurance: 

1. Fire, hail, lightning, tornado, and other insurance . 
Against loss or damage to property, and the loss of use 
and occupancy thereof, by fire, l ightning, hail, tempest, 
flood, earthquake, frost or snow, explosion with fire 
ensuing, and explosion with no fire ensuing, except 
explosion by steam boilers or flywheels; against loss or 
damage by water caused by the breakage or leakage of 
sprinklers, pumps or other apparatus, water pipes, 
plumbing, or their fixtures, erected for extinguishing 
fires, and against accidental injury to the sprinklers, 
pumps or other apparatus, water pipes, plumbing, or 
fixtures; against the risks of inland transportation and 
navigation; upon automobiles, whether stationary or 
operated under their own power, against loss or damage by 
any of the causes or risks specified in this subsection, 
including also transportation, collision, liability for 
damage to property result i ng from owning, ma i ntaining, or 
using automobi l es, and including burglary and theft, but 
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not including loss or damage by reason of bodily injury to 
the person. 

Liability insurance. 
by reason of bodily 
disability, sickness, 
which the insured may 
liability. 

Against loss, expense, or liability 
injury or death by accident, 
or disease suffered by others for 
be liable or may have assumed 

3. Disability insurance. Against bodily injury or death by 
accident and disability by sickness. 

4. Automobile insurance. Against any or all loss, expense, 
and liability resulting from the ownership, maintenance, 
or use of any automobile or other vehicle. A policy may 
not be issued under this subsection against the hazard of 
fire alone. 

5. Steam boiler insurance. Against loss or liability to 
persons or property resulting from explosions or accidents 
to boilers, containers, pipes, engines, flywheels, and 
elevators and machinery used in connection therewith, and 
against loss of use and occupancy caused thereby. If the 
company issues insurance under this subsection, it may 
make inspections and issue certificates of inspection. 

6. Use and occupancy insurance. Against loss from 
interruption of trade or business which may be the result 
of any accident or casualty. 

7. Miscellaneous insurance. Against loss or damage by any 
hazard upon any risk not provided for in this section 
which is not prohibited by statute or at common law from 
being the subject of insurance, except life insurance. 

8. Legal expense insurance. 

26.1-12-12. Compliance with general insurance laws Provisions or 
conditions in policy. A mutual insurance company organized under this 
chapter must comply with the provisions of any law applicable to a 
stock insurance company effecting the same kind of insurance. A 
company may insert in any form of policy prescribed by the law of 
this state any provisions or conditions required by its plan of 
insurance which are not inconsistent or in conflict with the law of 
this state. The policy may conform to the language and form 
prescribed by the law, if the policy includes a provision or 
endorsement reciting that the policy is to be construed as if it 
were in the language and form prescribed by the law and if a copy of 
the policy and endorsement, if any, first have been filed with, and 
not disapproved by, the commissioner. 

26.1-12-13. Applicability of general insurance laws to mutual companies. 
In all respects not specifically provided for in this chapter, 
mutual insurance companies organized under this chapter are subject 
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to the provisions of this tit l e relating to insurance companies 
generally. 

26.1 - 12- 14. Membership in domestic mutual company - Votes of members -
Notice of meetings. Every member insured by a domestic mutual 
insurance company organized under this chapter is a member of the 
company while the policy is in force . Every member of the company 
is entitled to one vote or to a number of votes based upon the 
insurance in force, the number of policies held, or the amount of 
premiums paid, as may be provided in the bylaws of the company . 
Every member must be notified of the time and place of the holding 
of the meetings of the company by a written notice or by an imprint 
on the back of each policy, receipt, or certificate of renewal as 
follows: 

The assured is hereby notified that by virtue of this policy 
the assured is a member of ----------- mutual insurance 
company, and that the annual meetings of such company are held 
at its horne office on the -------- day of ---------- in each 
year at ----- o ' clock. 

When the blanks in the notice are properly filled, the notice is 
sufficient. 

26.1-12-15 . Corporations , associations , boards, and estates may become 
member of mutual company - Rights and liabilities. Any public or private 
corporation, board , or association in this state or elsewhere may 
make applications and enter into agreements for, and hold, policies 
in any mutual insurance company organized under this chapter. Any 
officer, stockholder, trustee, or legal representative of the 
corporation, board, association, or the representative of an estate 
may be recognized as acting for or on its behalf for the purpose of 
the membership but is not liable personally upon the contract of 
insurance by reason of acting in the representative capacity. The 
right of any corporation organized under the laws of this state to 
participate as a member of any mutual insurance company is declared 
to be incidental to the purpose for which the corporation is 
organized and granted as fully as the rights and powers expressly 
conferred upon it . 

26 . 1-12-1 6 . Vote by proxy permitted - Manner of voting by proxy. 
Members of a mutual insurance company may vote by proxy dated and 
executed within three months prior to the meeting at which the proxy 
is to be used when returned and recorded on the books of the company 
three days or more before the meeting . A person may not as proxy or 
otherwise cast more than fifty votes, and an officer, personally or 
by another, may not ask for, receive, procure to be obtained, or 
use, a proxy vote . This section does not apply to state mutual hail 
insurance companies. 

26 . 1-12- 17 . Members of mutual company entitled to share of net profits. 
Every member of a mutual insurance company, except a mutual life 
insurance company, when the member ' s policy expires, is entitled to 
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b e paid in cash the member ' s share of t he net profi t s or s urplus 
accrued while the policy was in f o r ce . 

26.1-12-18 . Premiums and contingent liabilities to be stated in bylaws and 
on pol icy - Collection of premiums. A mutual insurance company , other 
than a mu tua l li fe company, must charge and col lect the full mutual 
premium upon its policies in cash or in the form of a note. It may 
fix in its bylaws the contingent mutual liability of its members for 
the payment of losses and expenses no t provided for by the cash 
funds of the company, but the contingent liability of a member, if 
any, may not be less than a sum equa l, and in addi tion to, the cash 
premium written in the policy . The total amount of the liability o f 
a po licyholder must be stated clearly and l egibly upon the face of 
each poli cy. A p o licy may not be issued for a cash premium without 
an additional contingent premium unless the company has a surplus 
which is not less in amount than the surplus required of domestic 
stock insurance companies transacting the same kinds of insurance . 

26 . 1-12- 19 . Nonpayment of premiums and contingent liabilities - Effect -
Continuation of liability on mortgage clause policy . If the premium on a 
policy i ssued by a mutual insurance company is not paid in cash or 
in an unconditional note within sixty days after the date of is sue 
of the policy, the policy becomes vo id and remains void during the 
period of nonpayment of premium . Upon the payment of the premium, 
the policy reattaches if no loss has occurred thereunder while the 
policy was void . If, however, the company has i ssued a policy with 
a mortgage clause making loss, if any, payable to the mortgagee to 
the extent of the mortgagee ' s interest and not exceeding the amount 
of the policy, the company, notwithstanding the nonpayment of 
premium or contingent mutua l liability, is liable on the policy to 
the mortgagee until the secretary of the company has notified the 
mortgagee in writing that the premium or contingent mutual liability 
has not been paid and the mortgagee has twenty days from the date of 
the notice in which to pay the same, and in default of the payment, 
the liability of the company to the mortgagee ceases. 

26.1 - 12- 20 . Separate reserves to be maintained for each ki nd of 
in surance written by mutual compa ny . Every mutua l i nsu rance company 
organized under this chapter must maintain unearned premium and 
other reserves separately for each kind of insurance written by it 
upon the same basis as is required of a domestic stock insurance 
company transacting the same kind of insurance business. Any 
reserve for losses or claims based upon the premium income, however, 
must be computed upon the net premium income after deducting any so 
called dividend or premium returned or credited to the member. 

26.1- 12-21. Reserve fund may be established - Limitation - Use . Any 
mutual insurance company, at a meeting ca lled for that purpose, may 
provide for the accumulation of a permanent fund, in an amount 
determined from time to time by the board of directors, by reserving 
a portion of the net profits for investment as a reserve for the 
security of the policyholders. When the fund amounts to five 
percent of the sum insured by a ll policies in force, the whole of 
the net profits thereafter must be divided among the insureds in 
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cash as provi ded in the bylaws of t he company . Th e fund must be 
u sed for the payment of losses and expenses wheneve r the cash f unds 
of the company in excess of an amount equal to its l iabi l ities are 
exhausted . 

26 . 1-12-22 . Investments . A mutua l insurance company organized 
under this chapter may invest its asse t s only in accordance with the 
provisions of the laws of this state relating to the investment of 
t he assets of domestic stock companies transacting the same kind or 
kinds of insurance business. 

26.1-12- 23 . Deficiency in assets - Assessments required . A mutual 
insurance company not possessed of assets at least equal to its 
unearned premium reserve and other liabilities must make an 
assessment upon its members liable to assessment to provide for the 
deficiency. The assessment must be made against each such member in 
proportion to the member ' s liability as expressed in the member's 
policy . The commissioner, however, may relieve the company, by 
written order, from any assessment or other proceedings to restore 
the assets during the time fixed in the order. The company must 
record in a book kept for that purpose the order for the assessment 
and a statement setting forth the condition of the company at the 
date of the order, the amount of its cash assets and of the notes of 
its policyholders or of other contingent funds liable to the 
assessment, the amount of the assessment, and the particular losses 
or other liabilities for which the assessment is made. The record 
must be made and signed by the directors who voted for the order 
before any part of the assessment is collected, and any person 
liable for the assessment may inspect and take a copy of the record. 

26.1-12-24. Ma king premium reserve good - Assessments - Cancellation of 
polici es - Reinsurance. When, by reason of depreciation or loss of its 
funds or otherwise, the cash assets of a mutual insurance company, 
after providing for its other debts, are less than the required 
premium reserve upon its policies, it must make good the deficiency 
by assessment in the mode provided in section 26.1 - 12 - 23. If the 
directors are of the opinion that the company is likely to become 
insolvent, the board of directors, instead of the assessment, may 
make two assessments, the first determining what each policyholder 
must equitably pay or receive in case of withdrawal from the company 
and having the policy canceled and the second determining what 
further sum each must pay in order to reinsure the unexpired term of 
the policy at the rate at which the whole was insured at first. 
Each policyholder subject to assessment shall pay or receive 
according to the first assessment, and the policy then must be 
canceled unless the policyholder pays the further sum determined by 
the second assessment, in which case the policy continues in force. 
In neither case, however, may a policyholder receive or have 
credited more than the policyholder would have received on having 
the policy canceled by a vote of the board of directors under the 
by l aws. If, within two months after the alternative assessments 
have become collectible, the amount of the policies whose holders 
have settled for both assessments is less than two hundred thousand 
dollars, the company must stop issuing policies. All policies the 
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holders of which have not settled for both assessments are void, and 
the company may continue only for the purpose of adjusting the 
deficiency or excess of premiums among the members and settling 
outstanding claims. No assessment is valid against a person who has 
not been notified thereof within two years after the expiration or 
cancellation of the policy. 

26.1-12-25. Directors and treasurer of mutual company personally liable 
for not making and collecting assessments. If the directors of any mutual 
insurance company neglect or omit for the space of six months to 
lay, or to use reasonable diligence to collect, any assessment which 
the board of directors is required to make, they are liable 
personally for all debts and claims then outstanding against the 
company or that may accrue until the assessment is laid and put in 
process of collection. If the treasurer of the company unreasonably 
neglects to collect an assessment made by order of the board of 
directors and to apply the assessment to the payment of the claims 
for which it was made, the treasurer is liable personally to the 
parties having the claims for the amount of the assessment. The 
treasurer may repay oneself out of any money afterwards received for 
the company on account of the assessment. 

26.1-12-26. Advance to mutual company Repayment - Reporting -
Commission or promotion expense. Any director, officer, or member of a 
mutual insurance company, or any other person, may advance to the 
company any sum of money necessary for the purpose of its business 
or to enable it to comply with any of the requirements of the law, 
and such moneys, together with any interest agreed upon, but not 
exceeding the maximum contract rate, is not a liability or claim 
against the company or any of its assets and may be repaid only out 
of the surplus earnings of the company. A commission or promotional 
expense may not be paid in connection with the advance to the 
company. The amount of any advance must be reported in each annual 
statement. 

26.1-12-27. Licensing foreign mutual company - Prerequisites. Any 
mutual insurance company organized outside of this state and 
authorized to transact insurance business on the mutual plan in any 
state, district, or territory must be admitted and licensed to 
transact the kinds of insurance authorized by its charter or 
articles, to the extent and with the powers and privileges specified 
in this chapter and subject to all the provisions of law relating to 
information to, and examinations by, the commissioner, the making of 
annual reports, the payment of taxes, and the renewal of licenses 
applicable to stock insurance companies transacting the same kinds 
of insurance business except as otherwise provided in this chapter, 
when it is solvent under this chapter and when it has: 

1. Filed with the commissioner a certified copy of its 
charter or articles of association; 

2. Filed with the commissioner a copy of its bylaws certified 
by its secretary; 
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3. Appointed the commissioner its agent for the service of 
process in any action, suit, or proceeding in any court of 
this state, for as long a s any liability remains 
outstanding in this state ; 

4. Filed a financial statement under oath, in the form 
required by the commissioner, and complied with other 
provisions of law applicable to the filing of papers and 
furnishing information by stock companies on application 
for authority to transact the same kind of insurance 
business; 

5. Made and maintained, if organized 
States, the deposit required of stock 
formed without the United States 
kinds of insurance business; 

without the United 
insurance companies 
transacting the same 

6. Adopted a name which is not so similar to a name already 
in use by an existing corporation, company, or association 
organized or licensed in this state as to be confusing or 
misleading; and 

7. Accumulated assets in excess of all of its liabilities in 
an amount not less than five hundred thousand dollars, 
except if the minimum surplus requirement for the company 
is more than the minimum requirement provided by this 
subsection at the time the company was originally issued a 
license to do business, the company may maintain surplus 
which satisfies the requirements effect at that time. 

26 .1-12-28. Annual stat eme nts an d examinat ion s of mut ual companies. 
Every mutual insurance company doing business in this state must 
make its annual statement and report in the form and submit to the 
examinations and furnish the information required by the 
commissioner. As far as practicable, examinations of foreign mutual 
insurance companies must be made in cooperation with the insurance 
departments of other states, and the forms of annual reports must be 
such as are in general use throughout the United States . 

26 . 1-12-29 . Div idend s payable by mutu a l comp any. Any mutual 
insurance company writing fire, accident, or other forms of 
insurance protection on its own motion or at the request of 
policyholders may pay dividends to the different classes of 
policyholders based upon the losses sustained as compared with the 
income received from those engaged in a particular trade, 
occupation, or profession. 

26 . 1- 12-30 . Det erminat ion of di v ide nds. In determining the rate of 
dividend due a given trade, occupation, or profession, if the 
dividend is allowed, the income received and losses sustained must 
be tabulated for a period of not less than five years immediately 
preceding the determination of the dividend rate, and the return 
dividend to policyholders must be based upon the experience of such 
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period after deduction for expenses and allowances for reserves as 
required by law. 

26.1-12-31. Taxable premiums of mutual company. For the purposes 
of taxation under the laws of this state, the taxable premiums or 
premium receipts of a mutual insurance company organized or admitted 
to do business in this state are the gross premiums received for 
direct insurance upon property or risks in this state less: 

1. Any amount paid for reinsurance upon which a tax has been, 
or is to be, paid to this state. 

2. Premiums upon policies not accepted. 

3. Premiums returned on canceled policies. 

4. Any refund or return made to the policyholder other than 
for losses. 

SECTION 13. Chapter 26.1-13 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-13-01. County mutual insurance company Organization. A 
corporation for mutual insurance may be formed in accordance with 
this chapter by any number of persons, not less than fifty, residing 
in not more than ten counties in this state, who collectively own 
property of not less than one hundred thousand dollars in value 
which they desire to insure; or any number of persons, not less than 
twenty-five, residing in any one county in this state, who 
collectively own property of not less than twenty-five thousand 
dollars in value which they desire to insure. 

26.1-13-02. Articles of incorporation - Insurance applications required. 
Persons desiring to form a county mutual insurance company must 
submit to the commissioner and to the attorney general the articles 
of incorporation of the proposed company. If the articles are found 
to comply with this chapter, the commissioner shall approve the 
articles and the articles must be filed in the office of the 
secretary of state and a certified copy must be filed with the 
commissioner. The articles must be signed by the number of persons 
required to incorporate the company and must be accompanied by 
sufficient evidence of the execution of bona fide applications for 
insurance to the number and in the amount stated in 
section 26.1-13-01. The articles of incorporation must set forth: 

1. The name of the company. 

2. The name of the city in or near which the business office 
of the company is to be located. 

3. The intended duration of the company, which is perpetual. 

26.1-13-03. County mutual company has perpetual existence. Every 
county mutual insurance company has perpetual existence. If the 
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articles of incorporation of any company show that the existence of 
the company is other than perpetual, the articles may be amended in 
the manner provided by l aw so as to extend the term of existence of 
the corporation to show that it is perpetual . 

26 . 1-13-04. Certificate of compliance. Afte r articles of 
incorporation have been approved and filed, the commissioner shal l 
deliver to the persons filing the articles a certificate to the 
effect that the county mutual insurance company has complied with 
all of the requirements of law. The certificate constitutes the 
authority of the company to commence business and issue policies. A 
certified copy of the articles and the certificate may be used for 
or against the company with the same effect as the original and are 
conclusive evidence of the fact of the organization of the company 
as of the date of the cert i ficate. 

26 . 1- 13-05. Bylaws - Contents . A county mutual insurance company 
may make bylaws, not inconsistent with the constitution or laws of 
this state, necessary to provide for the management of its affairs 
in accordance with this chapter and to prescribe the duties of its 
officers and fix their compensation. Bylaws may be repealed or 
amended in the manner provided in this chapter . 

26 . 1- 13-06 . Amendment of art icles or bylaws . The articles of 
incorporation of a county mutua l insurance company may be amended, 
and its bylaws adopted, amended, or repealed, at any annual meeting 
of the company, or at any special meeting called for that purpose, 
by the affirmative vote of two-thirds of the members voting on the 
proposition . 

26 . 1- 13-07 . Director s Number - Election - Powers and duties . The 
general management of the business of a county mutual insurance 
company must be vested in a board of directors consisting of not 
less than five members nor more than fifteen members. The members 
of the board must be elected by the members of the company at the 
annual meeting in the manner provided by the bylaws of the company 
and if it is not otherwise provided, by ballot. As nearly as may 
be, one - third of the members of the first board must be elected for 
one year, one - third for two years, and one - third for three years, 
and in all elections subsequent thereto, except in the case of 
elections to fill vacancies on the board, members must be elected 
for terms of three years. Each director holds his office until a 
successor is elected and qualified. In the election of the members 
of the first board, each incorporator is entitled to one vote, and 
at every subsequent election each member of the company is entitled 
to one vote. The board may exercise the usua l powers and must 
perform the usual duties of a board of directors of a corporation 
generally. 

26 . 1- 13 -08 . Offi cers Elect ion - Bond. The board of directors 
must elect a president and a vice president from the board and must 
select a secretary and a treasurer who may or may not be members of 
the company. The offices of secretary and of treasurer may be held 
by one person. The secretary and the treasurer sha l l give bonds to 
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the company for the faithful performance of their respective duties 
in any amounts prescribed by the board. Each officer holds office 
for one year and until a successor is elected and qualified. 

26.1-13-09. Membership in county mutual company - Limitation on right to 
be director. Any person owning property within the limits of the 
territory within which a county mutual insurance company is 
authorized to transact business may become a member of the company 
and entitled to all of the rights and privileges appertaining 
thereto by insuring therein. A person who does not reside within 
the territorial limits may not become a director of the company. 

26.1-13-10. Members of county mutual company - Policyholders - Notice 
of meetings. Every person insured by a county mutual insurance 
company is a member while the policy is in force. The member is 
entitled to one vote only, and must be notified of the time and 
place of the holding of the meetings of the company by written 
notice thereof or by an imprint on the face of each policy, receipt, 
or certificate of renewal, as follows: 

The assured is hereby notified that by virtue of this policy 
the assured is a member of the ------------ mutual insurance 
company, and that the annual meetings of the company are held 
at its home office on the ---------- day of ---------- in each 
year at---------- o'clock. 

When the blanks in the notice are properly filled, the notice is 
sufficient. 

26.1-13-11. Annual meeting Quorum. The annual meeting of a 
county mutual insurance company must be held on the second Thursday 
in March in each year unless it is provided otherwise in the bylaws 
of the company. Twenty members constitute a quorum for the 
transaction of business at an annual meeting. 

26.1-13-12. General powers, liabilities, and duties of county mutual 
company - Office - Name - Limitations. A county mutual insurance company 
possesses the powers and is subject to the liabilities and duties of 
other insurance companies, except that: 

1. The principal office of the company must be located within 
the limits of the county or counties in which the 
incorporators reside. 

2. When the company is 
county, the name of 
"county" must be 
company. 

organized by the residents of a single 
the county together with the word 
embraced in the corporate name of the 

3. Any company organized under this chapter for mutual 
protection against loss or damage by tornadoes, 
windstorms, cyclones, hail, except upon growing crops, and 
any hazard upon any risk upon livestock, only, may operate 
and issue policies in all of the counties of the state, 
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but i n all other matters is r e gulated and limited by this 
chapter. 

26.1 - 13-13. Applicability of general insurance laws . In all respects 
not speci f icall y provided for in this chapte r , county mutual 
i nsurance companies are subject to the provisions of this title 
relating to i nsurance companies general ly. 

26.1-13 - 14 . County mutual company - Insurance authority . A county 
mutual insurance company may insure against loss or damage by fire, 
l ightning, cyclone, windstorm, tornado, hai l, except upon growing 
crops, any hazard upon any risk upon l i vestock, explosion, except 
the explosion of steam boilers and f l ywheels, riot, rio t attending a 
strike , civi l commotion , aircraft, vehicles, smoke to the property 
of the insured, theft, vandalism, malicious mischief , water damage 
and freezing, collision and overturn of farm machinery, collapse of 
buildings, glass breakage, the addi t i onal living expenses incurred 
over and above normal living costs in cases of damage, the removal 
of debris , the cost or repairing or replacing homes or living 
residences, or all such forms of insurance. 

26 . 1-13-15 . Territorial limits of county mutual company's operations -
Terms of policies - Property insurable . A county mutual insurance company 
may not insure any property beyond the l i mits of the territory 
comprised in the formation of the company except as provided in 
subsection 3 of section 26.1 - 13 - 12 and except that this territoria l 
limitation does not apply to reinsurance contracts. A policy may 
not be issued to exceed five years. A po l icy may not be issued 
covering property located within t he platted limits of any 
incorporated city in this state, except that a policy may be issued 
providing coverage on the actua l place of residence occupied by the 
policyholder and appurtenant structures and the contents thereof as 
specified in sections 26. 1- 13 - 14 and 26.1 - 13 - 16 to existing members 
within the platted limits of any inco1porated city in this state. 
The company may insure all property l ocated outside of incorporated 
cities in this state. 

A po li cy issued by the company, if it so provides , may cover 
loss or damage to livestock, persona l proper t y, veh icles, and farm 
machinery while temporarily removed from the premises of the insured 
to other locations. 

26.1 - 13-16 . Liability insurance contracts - Limitations. Any county 
mutual insurance company may make contracts of insurance against 
loss, expense, or liability by reason of bodily injury or death by 
accident, disability, sickness, or disease suffered by others for 
which the insured may be l iable or may have assumed liability, 
except no liability insurance contracts against any or al l loss or 
expense resulting from the ownership, maintenance, or use of any 
motor vehicle normally operated, intended to be operated, or 
designed for use, upon any highway, road, or street in this state, 
may be made. 
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26.1-13-17. Classification of property for insurance purposes. A county 
mutual insurance company may classify the property insured by the 
policies at the time of issuance under different rates 
corresponding, as nearly as may be, to the greater or lesser risk 
from fire or lightning and loss which may attach to each of the 
buildings insured. 

26.1-13-18. Maximum amount of insurance on single risk. The maximum 
amount of insurance which a county mutual insurance company may 
retain on a single risk other than under a liability insurance 
contract, after deduction of applicable reinsurance, may not exceed 
ten percent of the admitted assets of the company or thirty thousand 
dollars, whichever is the larger amount·. The maximum amount of 
insurance which a county mutual insurance company may retain on a 
single risk under a liability insurance contract may not exceed one 
percent of the surplus maintained by the company. 

26.1-13-19. Reinsurance of excessive losses. Except as otherwise 
provided in sections 26.1-02-20 and 26.1-02-22, any county mutual 
insurance company may reinsure in a single contract, with other 
county mutual insurance companies, against excessive losses on all 
contracts of insurance written. The reinsurance contracts may 
provide: 

1. That whenever the total losses per dol1ar of insurance in 
force of any county mutual insurance company joining the 
contract exceeds the average total losses per dollar of 
insurance in force of all county mutual insurance 
companies joining the contract, the excessive loss or a 
portion thereof must be paid to the county mutual 
insurance company or companies suffering the excessive 
loss by the companies having a lower than average loss 
ratio; and 

2. That the payments by individual companies suffering a 
lower than average loss ratio must be prorated according 
to a formula based upon the total dollars of insurance in 
force of any participating company as compared to the 
total dollars of insurance in force of all participating 
companies suffering a lower than average loss ratio. 

The payments by any single company may not be greater than that sum 
which would bring the loss ratio per dollar of insurance in force of 
the company up to the average loss per dollar of insurance in force 
of all participating companies. 

26.1-13-20. Designation of attorney in fact - Assessments. Companies 
participating in a reinsurance contract must designate an attorney 
in fact who must calculate the average loss per dollar of insurance 
in force for each participating company and the average loss per 
dollar of insurance in force of all participating companies at 
regular intervals. The attorney in fact must also prorate and 
assess the excessive losses against the participating companies in 
the manner provided in section 26.1-13-19 and collect the 
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assessments and pay t hem ove r t o the comp anie s suffering the 
excessive losses . The part ic i pating comp ani es may pay the 
assessments out of reserves or a comp any may assess its indi vidual 
members in the manner provided f or othe r ordinary losses. Each 
participating company mus t p ay a n agreed advance p remi um sufficient 
to pay all administrative expe nses of t he a ttorney in fact. 

26.1-13-21 . Supervision by commissioner. The commi s s i oner has f ul l 
power of supervision over a l l reinsu r a nc e contra c ts e xecuted under 
sect i ons 26.1 - 13 - 19 and 26. 1 - 13 - 20 . 

26 . 1- 13- 22 . Insured to give undertaking to pay pro rata share of losses 
Cash payment or premium requ ired . Every person insured by a county 

mutual insurance company shall give an undertaking, bearing the date 
the policy was issued, binding the person, the person's heirs and 
assigns, to pay to the company the person ' s pro rata share of all 
losses or damages as specified in sections 26. 1- 13- 14 and 26 . 1 - 13 - 16 
which may be sustained by any member. The undertaking must be filed 
with the secretary in the office of the company before the issuance 
of the policy, and must remain on file in the office except when it 
is required to be produced as evidence i n court. The person also, 
at the time of receiving the insurance, shal l pay in cash the 
percentage or any reasonable sum named i n the pol i cy as may be 
required by the rules and bylaws of the compan y, or pay premiums as 
provided in section 26.1 -13 - 25. 

26.1 - 13-23 . Loss Notice Adjustment Arbitration - Finality of 
determination of board of adjustment - Powers of board . Every member of a 
county mutual insurance company who sustains loss or damage by fire, 
lightning, or cyclone shall notify the secretary of the company, or 
the president in the absence of the secretary, immediately after the 
loss is sustained . That officer shal l ascertain the amount of the 
loss and shall cause the amount of the l oss to be adjusted in the 
manner provided in the bylaws of the company, or the officer 
forthwith shall convene the board of directors of the company, and, 
the board must appoint a committee of not more than three members of 
the company to ascertain and adjust the amount of the loss. If the 
parties are unable to agree upon the amount of the damage, the 
claimant and the company each must choose a disinterested party, to 
constitute a board of arbitration to settle the loss. If the 
parties cannot agree, they shall choose a third party to act with 
them. The board of arbitration may examine witnesses and must 
determine all matters in dispute, and the decision of the board is 
final. Any officer or member of the company, while acting as an 
adjuster, and the members of any board of arbitration appointed 
pursuant to this section, may subpoena and examine witnesses, 
administer oaths, and take acknowledgments while acting in that 
capacity. 

26 . 1- 13- 24 . Assessments for payment of losses and e xpenses . When the 
amount of any loss has been determined, if it appears that the 
amount of loss exceeds the amount of cash funds of the company 
applicable to the payment of the loss, the presiden t shall convene 
the board of directors o f the company, and t h e board must make an 
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assessment, in an amount at least sufficient to pay the loss, and 
must apportion the assessment among the members of the company 
proportionately to the amount of insurance severally carried by them 
in the company. If a quorum of the members of the board of 
directors is not present at the meeting, the secretary shall enter 
that fact and the names of the directors present upon the 
secretary's journal, and the president, secretary, and treasurer 
shall proceed to estimate the rate percent of assessment necessary 
to cover the loss and the expense incurred by the company in 
connection therewith, and to assess the rate upon all of the insured 
members of the company. An assessment made by the officers under 
this section is a valid assessment and must be collected as though 
it had been made by the board of directors in the regular manner. 
If an assessment is not collected when due and the amount actually 
collected is insufficient to pay the losses or expenses of the 
company, a second assessment must be made, and subsequent 
assessments must be made from time to time, in the manner provided 
in this section, upon the policyholders who have paid their previous 
assessments, until a sufficient amount is collected to pay in full 
all of the losses and expenses of the company. 

26.1-13-25. Permanent expense and loss fund - Assessment or premiums -
Delinquent loss assessments credited. The board of directors of a county 
mutual insurance company may levy and collect an assessment or may 
charge premiums on its policies for the purpose of providing funds 
for the payment of the current expenses of the company or for the 
purpose of establishing a permanent loss fund. The fund may not 
exceed two percent of the amount of insurance in force in the 
company, except that where a company writes a combined policy of 
fire and windstorm insurance, it may maintain a permanent loss fund 
not to exceed four percent of the amount of insurance in force in 
the company. Assessments levied for the purposes specified in this 
section must be collected as assessments made for the payment of 
current losses are collected. If a delinquent loss assessment is 
collected after other assessments to cover the loss have been 
collected, the amount collected on the delinquent loss assessment 
must be added to the permanent loss fund. 

26.1-13-26. Notice of assessment Extension of time of payment of 
assessment. The secretary of a county mutual insurance company, 
whenever any assessment has been completed, shall notify every 
member of the company by letter sent to the member's last known 
post-office address, postage prepaid, by a notice stating: 

1. The amount of the assessment. 

2. The purpose for which the assessment was made. 

3. If the assessment was made for the purpose of paying 
specified losses, the amount of each loss. 

4. The sum due from the member as the member's share of the 
assessment. 
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5. The t i me , not less t han thirt y days nor more t h an sixty 
days aft er the date of the not i c e , when a nd the p erson to 
whom payment mus t be made. 

The board of directors may grant an exte nsion no t exceed ing sixty 
days for the payment of the assessment i f in i t s j udgment it i s in 
the best interests of the company to do so. 

26 . 1-13-27 . Collection of assessments - Suits against directors - Su its 
aga inst company to recover losses . Suits may be brought against any 
member of a county mutual insurance company who neglects or refuses 
to pay any assessment made upon the member under this chapter. Any 
director of the company who will fully refuses o r neglects to perform 
the duties imposed upon the director by this chapter is liable in an 
individual capacity to any person sustaining l oss thereby . A civil 
action may be brought against the company b y any member for losses 
sustained if payment is withheld afte r losses have become payab l e. 

26.1-13-28 . Bor rowi ng of money authorized Repayment from 
assessments . The board of directors of a county mutual insurance 
company, in its discretion, may borrow money for the payment of 
unpaid losses . Any money borrowed must be repaid from moneys 
collected from the next ensuing assessment levied in accordance with 
this chapter . 

26 .1- 13-29 . Withdrawal from membership. Any member of a county 
mutual insurance company may withdraw from membership at any time 
while the company continues to transact the business for which it 
was organized if, by withdrawal , the number of members remaining in 
the company will not be reduced below the original number of 
incorporators, or the assets of the company will not be reduced 
below the amount at the time of incorporation. In order to 
withdraw, a member shall surrender the policy for cancellation; give 
written notice of withdrawal to the secretary of the company; and 
pay the member's share of al l claims then existing against the 
company. 

26 .1 -13 -30 . Cancellation of policies . A county mutual insurance 
company at any time may terminate or cancel any policy issued by it 
by giving the insured not less than five days' written notice of the 
termination or cancellation of the policy and returning to the 
insured pro rata any unearned premium which the insured may have 
paid to the company. 

26.1-13-31. County mutual fire and lightning companies may form 
re insurance company. Any number, not less than five, of county mutual 
fire and lightning insurance companies organized under this chapter 
may form a corporation for the purpose of reinsuring the fire, 
lightning, and extended coverage and other risks of its members 
permitted to be written under this chapter on the mutual plan. 

26 . 1-1 3-32 . Art icles of incorporation and bylaws of mutual reinsurance 
company - Contents . The articles of incorporation of a reinsurance 
company organized under section 26. 1- 13 - 31 must state: 
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1. The name of the company, which must include the words 
"mutual reinsurance company". 

2. The purpose for which the company is organized. 

3. The location of its principal place of business, which 
must be within this state. 

4. The number of directors of the company, which may not be 
less than five nor more than thirteen. 

5. The names and places of residence of the persons who are 
to serve as directors of the company until the election 
and qualification of their successors. 

6. The term of its corporate existence, which may be 
perpetual. 

The articles may set forth any other provisions permitted under the 
provisions of the general law governing profit corporations or 
permitted in the case of a county mutual insurance company. The 
bylaws of the company must contain the provisions for its government 
and the conduct of its business as are permitted in the case of a 
county mutual insurance company. 

26.1-13-33. Articles and bylaws of mutual reinsurance company 
Certificate of authority Right to do business. The articles of 
incorporation and bylaws of a mutual reinsurance company formed 
under section 26.1-13-31 must be submitted for approval to the 
attorney general and to the commissioner. If the articles and 
bylaws are found to conform with this chapter and not inconsistent 
with the constitution or laws of this state, the commissioner shall 
approve the articles and bylaws and they must be filed in the office 
of the secretary of state. A certified copy of the articles and 
bylaws then must be filed with the commissioner, and a copy must be 
delivered to the members of the company. The commissioner shall 
issue a certificate to the effect that the company has complied with 
the requirements of law. The certificate is the company's authority 
to commence business and issue policies. A certified copy of the 
articles and the certificate may be used for or against the company 
with the same effect as the originals and is conclusive evidence of 
the organization of the company as of the date of the certificate. 

26.1-13-34. Annual statement to be furnished to members of county 
mutual company or of mutual reinsurance company. The secretary of each 
county mutual insurance company and of each mutual reinsurance 
company formed under this chapter shall prepare and submit to the 
members of the company, at each annual meeting, a copy of the annual 
statement required to be filed with the commissioner under 
section 26.1-03-07. 

SECTION 14. Chapter 26.1-14 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 
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26.1-14-01. Purpose . There is a nationwide crisis in the field 
of medical malpractice insurance and physicians practicing medicine 
within the state of North Dakota are finding, or will find, it 
increasingly difficult, if no t impossibl e, t o obtain medica l 
malpractice i nsurance . The purpose of this chapter is to provide 
for t he payment of indemnities to persons suffering injury arising 
out of the rendering of or the failure to render professional 
services by physicians and to provide means whereby physicians may 
obtain insurance against liabili t y therefor , subject to the 
limitations and immunities provided i n th i s chapter . 

26 . 1- 14-02 . Defin itions. As used in this chapter, unless the 
context or subjec t matter otherwise requires : 

l . "Company " means the North Dakota medical malpractice 
mutual insurance company. 

2. "Physician" means physician and surgeon (M.D.) and 
osteopathic physician and surgeon (D.O.) . 

3. "Practice of medicine " means the practice of medicine, 
surgery, and obstetrics and has the same meaning specified 
in subsection 2 of section 43 -1 7 - 01. 

26 . 1-14-03 . Authority. An incorporated mutual insurance company 
is authorized , to be known as the North Dakota medical malpractice 
mutual insurance company. The company is subject to and governed by 
this chapter and is not subject to the laws of this state relating 
to insurance and insurance companies except as specifically provided 
in this chapter . The company has all the powers, privileges, and 
immunities granted by and is subject to all the obligations imposed 
upon a mutual insurance company under chapter 26.1 - 12 and the North 
Dakota Nonprofit Corporation Act. If a provision of chapter 26.1 - 12 
or a provision of the North Dakota Nonprofit Corporation Act and 
provision of this chapter are both by their terms applicable, the 
provision of this chapter controls. 

26 . 1-14-04 . Board of directors Articles of incorporation - Bylaws -
Insuring powers. 

1 . The company will be governed by a board of directors 
consisting of eleven members . The commissioner shall 
appoint the initial board within thirty days of 
notification by the state board of medical examiners of 
its decision for implementation of this chapter from 
fifteen nominees proposed by that board. The initial 
board must serve for an initial term of sev en months. 
Thereafter, the directors must be elected by the members 
of the company in accordance with the articles of 
incorporation and bylaws . 

2. At least seven members of the board of directors must be 
l icensed physic i ans and at least two members of the board 
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must have had insurance underwriting or claims handling 
experience. 

3. Within thirty days after appointment by the commissioner, 
the initial board of directors must prepare and file 
articles of incorporation and bylaws in accordance with 
this chapter and chapter 26.1-12. 

4. Upon filing the articles of incorporation and bylaws with 
the commissioner, the articles and bylaws are operative 
and the commissioner shall issue a certificate of 
authority subject only to verification by the commissioner 
that the required initial surplus of the company has been 
paid and all deposits have been completed. 

5. The certificate of authority authorizes the company to 
issue policies of casualty insurance as follows: 

a. Insurance against liability of physicians for injury 
arising out of the rendering of or failure to render 
professional services by the insured. 

b. Insurance against the liability of any person for 
whose act or omissions a physician is responsible 
under subdivision a, or with whom the physician is 
associated, including partners, employees, employers, 
associates, consultants, or a professional service 
corporation whose stock is owned by an insured. 

c. Insurance against other liabilities for injury by 
persons employed in, by property used in, or by 
activities incidental to, the practice of medicine by 
the named insured, when issued as incidental coverage 
with or supplemental to insurance specified in 
subdivision a. 

26.1-14-05. Initial policyholders surplus - Tax - Membership fee. 

1. If physicians practicing medicine within North Dakota find 
it difficult to obtain medical malpractice insurance, the 
state board of medical examiners, by a majority vote of 
its membership, may elect to initiate and implement this 
chapter. Before fifteen days from the date the election 
to implement this chapter is made, the board must certify 
to the state treasurer a list of all licensed physicians 
as shown in the latest record of the board. 

2. A special one-time tax for the privilege of practicing 
medicine in North Dakota will be levied on licensed 
physicians listed by the state treasurer in accordance 
with subsection 1 in the amount of five hundred dollars 
per licensed physician, to be levied, assessed, and 
collected by the state treasurer. The tax does not apply 
to any physician who submits a statement, sworn to under 
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penalties of perjury, stating that 
permanently terminated the practice 
state of North Dakota. The state 
prescribe the form of the statement. 

INSURANCE 

the physician has 
of medicine in the 
treasurer shal l 

3. The legis l ative assembly appropriates and dedicates the 
entire proceeds of the tax provi ded by this chapter as the 
initia l policyholders surplus of the company, and the 
treasurer and director of the office o f management and 
budget shall promptly pay over the proceeds of the tax to 
the company. 

4. The board of directors of the company may establish 
membership fees in amounts as it deems reasonable to be 
paid by members of the company. Any physician who has 
paid the tax specif i ed in subsection 2 must be credited 
the amount of the tax paid against the liability for any 
membership fee. 

5. Upon payment of the specified membership fee, a physician 
may be insured by the company for any and a ll hazards 
customarily insured by the company, subject to any 
limitation of coverage specified by the company in 
accordance with policy limitations , exclusions, 
conditions, deductibles, and loss sharing requirements . 

26.1 - 14-06 . Minimum surplus . The minimum surplus to be 
maintained by the company shall be three hundred thousand dollars . 

26 . 1- 14-07. Management and administration of the company. 

1. If, in the judgment of the board of directors, the affairs 
of the company thereby may be administered suitably and 
efficiently, the company may enter into a contract, not to 
exceed five years in duration, whereby the affairs of the 
company may be administered by a licensed insurer or a 
licensed nonprofit health service plan, subject to any 
continuing direction by the board of directors as 
specified in the articles of incorporation, the bylaws, 
and the contract. 

2. The basis of compensation to the administering licensed 
insurer or plan in any contract described in this section 
must be reimbursement of expenses reasonably allocable to 
the business of the company p l us an appropriate and 
reasonable additional allowance as specified in the 
contract. Any additional allowance, if based upon premium 
volume or size of membership, must contain a reasonable 
aggregate dollar maximum. The amount of the fee may not 
be made dependent on the underwriting or investment 
profits of the company . 

3. Upon the execution of any 
promptly file a copy with the 

contract, the company must 
commissioner. The contract 
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becomes effective thirty days from the date of the filing 
unless the commissioner, prior to the effective date, 
disapproves the contract as illegal, unduly onerous, or 
not in the best interest of the company and states the 
reasons for the findings. 

26.1-14-08. Rates and rate filing. The rates and premiums to be 
charged for insurance by the company are subject to chapter 26.1-25 
except that the commissioner may not disapprove or terminate the 
effectiveness of any rate filing made by or on behalf of the company 
on the grounds that the rates or premiums are excessive. 

26.1-14-09. Reserves for malpractice claims. 

1. The reserve maintained by the company for outstanding 
losses under insurance against injury arising out of the 
rendering of or the failure to render professional 
services by an insured for all policies written during the 
eight years immediately preceding the date of the reserve 
determination must be seventy percent of the earned 
premiums of each of the eight years less all losses and 
loss expense payments made under policies written in the 
corresponding years. 

2. In any event, the reserves for each of the eight years may 
not be less than the aggregate of estimated unpaid losses 
and loss expenses for claims incurred under liability 
policies written in the corresponding year computed on an 
individual case basis as to cases known and reported, plus 
reserves in an amount estimated in the aggregate to 
provide for the payment of all losses or claims incurred 
on or prior to the date of valuation but not previously 
reported, including an amount estimated to provide for the 
expenses of adjustment, settlement, or litigation of the 
losses or claims. 

26.1-14-10. Dividends to policyholders. Every policy issued by the 
company must include a provision that the company periodically will 
ascertain and apportion any divisible surplus under the policy which 
may accrue on policy anniversaries or other dividend dates specified 
in the contract. This provision must provide that no apportionment 
or payment of any divisible surplus may take place until the 
expiration of at least eight years from the termination of the 
policy period for which the dividend applies. This provision also 
must provide that the dividends may be paid only as directed by the 
board of directors from divisible surplus after due consideration of 
the financial condition and operating needs of the company. 

26.1-14-11. Limited liability of insureds. 

1. Any person insured by the company for liability because of 
injury arising out of the rendering of or the failure to 
render professional services in limits equal to or greater 
than five hundred thousand dollars for each claim or suit 
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covered, subject to an aggregate limit of liability for 
all claims insured in a single policy period equal to or 
in excess of one mi llion dollars, is i mmune from all 
liability in excess of these limits, and further is immune 
from any liability for sums owing by the company under the 
terms of the policy regardless of whether or not the 
company has paid the sums. The immunity established by 
this section applies to an insured individual or 
professional service corporations notwithstanding any 
other provision of the law. 

2 . This section does not relieve an insured from the 
insured's personal share of liability not in excess of the 
five hundred thousand dollar and one million dollar 
limitations specified in subsection 1 for a loss, expense, 
or damage not insured by the company by reason of 
noncoverage, exclusions, deductibles, loss sharing 
provisions, or conditions in the applicable policy of the 
company. 

26.1-14-12. Terms of coverage - Classifications . 

1. The terms and conditions of all policies issued by the 
company to physicians must be essentially uniform in terms 
and coverage. 

2. Notwithstanding subsection 1, the company may prescribe 
reasonable classifications of physicians' and insureds' 
activities and exposures based on good faith determination 
of relative exposures and hazards among classifications 
and may vary the limits, coverages, exclusions, 
conditions, and loss sharing provisions among 
classifications. Additionally the company may describe in 
the case of an individual physician within a class, 
reasonable variations in the terms of coverage including, 
but not limited to, deductibles in loss sharing 
provisions, based upon the insured's prior loss experience 
and current professional training and capability. 

26.1-14-13. Exemption from taxation . The property, income, 
premiums, and activities of the company are exempt from all taxes 
and assessments and from any fees specified for licenses and 
certifications of the insurance laws with the exception of any 
assessment made by the insurance guaranty association in the event 
that an affirmative election is held in accordance with section 
26.1 - 14- 15 . 

26.1-14-14. Services to the company. Any licensed nonprofit 
health service plan by appropriate action of the board of directors 
or board of trustees may enter into a contract with the company in 
accordance with section 26.1 -1 4 - 07, for the furnishing of services 
to the company. In the performance of the services under any 
contract, the contracting health service plan is subject to the 
provisions of this chapter applying to the company. 
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26.1-14-15. Optional membership in insurance guaranty association. The 
company may not be a member insurer under chapter 26-36 unless the 
board of directors by appropriate resolution, certified to and filed 
with the commissioner on or before December thirty-first following 
the issuance of its certificate of authority, elects to become a 
member. If there is an affirmative election, the company becomes a 
member of the insurance guaranty association effective July first of 
the following year. The election is irrevocable. In absence of a 
timely election, no policyholder, claimant, or creditor of the 
company may receive any payment by the insurance guaranty 
association. 

SECTION 15. Chapter 26.1-15 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-15-01. "Fraternal benefit society" defined. A fraternal benefit 
society is any corporation, society, order, or voluntary 
association, without capital stock, organized and carried on solely 
for the mutual benefit of its members and their beneficiaries and 
not for profit, having a lodge system with a ritualistic form of 
work and a representative form of government, and making provisions 
for the payment of death benefits in accordance with section 
26.1-15-20. 

26.1-15-02. "Lodge system" defined. A lodge system is a system 
having a supreme governing or legislative body, and subordinate 
lodges or branches by whatever name known, into which members are 
elected, initiated, and admitted in accordance with the entity's 
constitution, laws, rules, regulations, and prescribed ritualistic 
ceremonies, and which are required by the laws of the entity to hold 
regular or stated meetings at least once in each month. 

26.1-15-03. Representative form of government defined Proxy 
prohibited - Supreme meeting in emergency. A fraternal benefit society 
has a representative form of government when it provides in its 
constitution and laws for a supreme legislative or governing body 
composed of representatives elected by the members or delegates 
elected directly or indirectly by the members, together with any 
other members as may be prescribed by its constitution and laws if: 

1. The elective members constitute a majority in number and 
have not less than two-thirds of the votes, nor less than 
the number of votes required to amend the constitution and 
laws of the society; 

2. The meeting of the supreme governing body and the election 
of officers, representatives, or delegates is held as 
often as once in four years; 

3. The officers are elected either by the supreme legislative 
or governing body or by the board of directors; and 

4. The members, officers, representatives, or delegates of 
the society do not vote by proxy. 
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However, during any period of a national emergency , upon petition or 
applicati on duly made by the executive offi cer of any society to the 
commissioner at least sixty days prior to the date on which the 
supreme or governing body is to meet, the commissioner, in the 
commissioner ' s discretion, upon a complete investigation of the 
merits of the petition or app li cation, may grant a continuance or 
postponement of the meeting for a period of not to exceed one year . 
If the emergency continues to exist at the end of the postponement 
period, a further petition or application may be made and a further 
continuance or postponement may be granted. No continuance may be 
granted after the period of the emergency ceases to exist. 

26 . 1-15-04 . Exception from application of general insurance laws. 
Except as otherwise provided in this chapter, a fraternal benefit 
society is governed by this chapter and is excepted from all other 
provisions of the insurance laws of this state, unless the society 
is expressly designated in the law . 

26 . 1-15-05 . Organization of society - Minimum number of organizers . 
Any number of persons, not less than seven, all of whom are citizens 
of the United States of America and a majority of whom are bona fide 
citizens of this state, may form a fraternal benefit society by 
complying with this chapter. 

26.1-15-06 . Articles of incorporation - Execution - Contents. Persons 
proposing to form a fraternal benefit society shall make, sign, and 
acknowledge before an officer competent to take acknowledgments of 
deeds, articles of incorporation specifying: 

1. The addresses of the persons proposing to form the 
society. 

2. The proposed corporate name of the society, which may not 
so closely resemble the name of any other society or 
insurance company already transacting business in this 
state as to mislead the public or lead to confusion. 

3. The purpose for which the society is to be formed, which 
may include any lawful social, intellectual, educational, 
charitable, benevolent, moral, or religious advantages to 
be furthered by the society, but may not involve the use 
of more liberal powers than are granted by this chapter, 
and the mode in which its corporate powers are to be 
exercised. 

4. The names, residences, and official titles of all of the 
officers, trustees, directors, or other persons who are to 
have and exercise the general control and management of 
the affairs and funds of the society for the first year, 
or until the ensuing election at which all the officers 
must be elected by the supreme legislative or governing 
body of the society, and the election must be held within 
one year after the date upon which a permanent certificate 
is issued to the society. 
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26.1-15-07. General powers of domestic society. A domestic 
fraternal benefit society may make a constitution and laws for the 
government of the society, the admission of members, the management 
of its affairs, and for the fixing and readjusting of the rates of 
contribution of its members. It may amend or add to its 
constitution and laws any other powers necessary and incidental to 
carrying into effect the objects and purposes of the society. 

26.1-15-08. Laws of society - Increased contributions. The laws of 
each domestic fraternal benefit society must provide that if the 
stated periodical contributions of the members are insufficient to 
pay all matured death and disability claims in full and to provide 
for the creation and maintenance of the funds required by its laws, 
additional, increased, or extra rates of contribution are to be 
collected from the members to meet the deficiency. The laws may 
provide that, upon the member's written application or consent, the 
member's certificate may be charged with its proportion of any 
deficiency disclosed by valuation, with interest not exceeding five 
percent per annum. 

26.1-15-09. Waiver of constitution and laws. The constitution and 
laws of a fraternal benefit society may provide that no subordinate 
body, nor any of its subordinate officers or members, may waive any 
of the provisions of the constitution and laws of the society, and 
the nonwaiver provisions are binding on the society, every member, 
and on all beneficiaries of members. 

26.1-15-10. Place of meeting Location of office. A domestic 
fraternal benefit society may provide that the meetings of its 
legislative or governing body may be held in any state, district, or 
province in which the society has subordinate branches, and all 
business transacted at the meetings is as valid as if the meetings 
were held in this state. Its principal office, however, must be 
located in this state. 

26.1-15-11. Articles and other instruments and forms - Filing - Bond -
Preliminary certificate. Persons proposing to form a fraternal benefit 
society shall file with the commissioner: 

1. The articles of incorporation of the proposed society. 

2. Certified copies of its constitution, laws, rules, and 
regulations. 

3. Copies of all proposed forms of benefit certificates, 
applications for certificates, and circulars to be issued 
by the society. 

4. A bond in the sum of five thousand 
to be approved by the commissioner, 
return of all advance payments to 
in this chapter if the organization 
completed within one year after 
preliminary certificate. 

dollars, with sureties 
conditioned for the 

applicants as provided 
of the society is not 
the issuance of the 
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5. Any further information the commissioner requires. 

The articles of incorporation must be submitted by the commissioner 
to the attorney general for approval. The commissioner shall 
approve the articles of incorporation, if the purposes of the 
society conform to the requirements of this chapter and there is 
compliance with all applicable provisions of law. The approved 
articles must be filed in the office of the secretary of state and a 
certified copy must be filed with the commissioner. Thereupon the 
commissioner shall issue to the incorporators a preliminary 
certificate stating that the applicable provisions of law have been 
complied with and authorizing the society to so licit members as 
provided in this chapter. The preliminary certificate is valid for 
one year from its date or for any further period, not exceeding one 
year, authorized by the commissioner upon cause shown. The articles 
of incorporation and all proceedings thereunder become void at the 
expiration of one year from the date of the certificate, or at the 
expiration of the extended period, unless the society has completed 
its organization and commenced business as provided in this chapter . 

26 . 1-15-12 . Powers of society upon issuance of preliminary certificate -
Soli citation of members - Restrictions. Upon receipt of a preliminary 
certificate, a fraternal benefit society may solicit members for the 
purpose of completing its organization. It must collect from each 
applicant for membership the amount of not less than one regular 
monthly payment in accordance with the table of rates prescribed by 
its constitution and laws, and must issue to each applicant a 
receipt for the amount collected. However, a society may not: 

1. Incur any liability other than for advance payments made 
by applicants for membership; 

2. Issue any benefit certificate; or 

3. Pay or allow, or offer or promise to pay or allow, to any 
person any death or disability benefit until: 

a. Actual bona fide applications for death benefit 
certificates have been secured upon at least five 
hundred lives for at least one thousand dollars each; 

b. All of the applicants have been examined regularly by 
legally qualified practicing physicians and 
certificates of examinations have been filed and 
approved by the chief medical examiner of the society; 

c. There has been established at least ten subordinate 
lodges or branches into which the five hundred 
applicants for membership have been initiated; 

d. There has been submitted to the commissioner, under 
oath by the president and secretary, or corresponding 
officers, of the society, a li st of the applicants for 
membership giving their names and addresses, the dates 
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upon which they were examined, the date of approval of 
the examinations, the name and number of the 
subordinate lodge or branch of which each applicant is 
a member, the amount of benefits to be granted by the 
society, the society's rate of stated periodical 
contributions which must be sufficient to provide for 
meeting the mortuary obligations contracted when 
valued for death benefits upon the basis of the 
National Fraternal Congress Table of Mortality and 
four percent interest or any higher standard at the 
option of the society, or any mortality tables and 
interest assumptions now or hereafter authorized for 
use by life insurance companies, and the society's 
rate of stated periodical contributions for disability 
benefits by tables based upon reliable experience with 
an interest assumption not higher than four percent 
per annum; and 

e. It has been shown to the commissioner by the sworn 
statement of the treasurer or corresponding officer of 
the society that at least five hundred applicants have 
paid in cash at least one regular monthly payment as 
provided in this section for each one thousand dollars 
of indemnity to be effected. The payments, in the 
aggregate, must amount to at least two thousand five 
hundred dollars. The payments, during the period of 
organization, must be held in trust and credited to 
the mortuary or disability funds on account of the 
applicants, and may not be used for expenses. If the 
organization of the society is not completed within 
one year as provided in this chapter, the payments 
must be returned to the applicants. 

26.1-15-13. Issuance of certificate of authority Certified copy as 
evidence. After the fraternal benefit society has complied with the 
requirements specified in section 26.1-15-12, the commissioner may 
make the examination and require any further information the 
commissioner deems advisable, and, upon presentation to the 
commissioner of satisfactory evidence that the society has complied 
with all of the provisions of applicable law, the commissioner shall 
issue to the society a certificate to that effect. The certificate 
is prima facie evidence of the existence of the society on the date 
of the certificate and of the society's authority to do business in 
this state. The commissioner must make a record of the certificate, 
and a certified copy of the record may be given in evidence as if it 
were the original certificate. 

26.1-15-14. Certificate of authority - Expiration - Annual license and 
fee. The certificate of authority to transact business within this 
state issued to a fraternal benefit society expires on April 
thirtieth following the date of issuance and must be renewed 
annually. The fee for issuing the certificate or license, and for 
each renewal thereof, is that specified in section 26.1-01-07. 
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26.1-15 - 15 . Foreign society Admission to transact business 
Qualifi cations - Annual fee . A foreign fraternal benefit society may not 
transact business in this state unless it is authorized and licensed 
to do so by the commissioner. A foreign society may not be licensed 
to do business in this state unless it possesses the qualifications 
required of domestic societies organized under this chapter nor 
unless it has its assets invested as required by the laws of the 
state, district, country, or province in which it is organized. A 
foreign society which complies with the foregoing provisions is 
entitled to a license to transact business in this state upon filing 
with the commissioner: 

1 . A duly certified copy of its charter or articles of 
incorporation. 

2. A copy of its constitution and laws certified by its 
secretary or corresponding officer. 

3. A power of attorney to the commissioner as provided in 
section 26 . 1 - 15-16. 

4. A statement, under the oath of its president and secretary 
or corresponding officers, in the form required by the 
commissioner showing the business of the society, and duly 
verified by an examination made by the supervising 
insurance official of its home state or of some other 
state satisfactory to the commissioner. 

5 . A certificate from the proper official of its home state, 
province, or country showing that the society is organize? 
legally. 

6. A copy of its contract which must show that benefits are 
provided for by periodical or other payments by persons 
holding similar contracts. 

7. Any other information the commissioner deems necessary to 
a proper exhibit of its business and plan of working. 

26.1-15-16 . Foreign society - Power of attorney and consent to serv ice of 
process . Before being licensed to do business in this state, every 
foreign fraternal benefit society must, in writing, appoint the 
commissioner and the commissioner ' s successors in office to be its 
true and lawful attorney upon whom all legal process in any action 
or proceeding against it must be served, and in the writing it must 
agree that any lawful process against it which is served upon the 
attorney is of the same legal force and validity as if it were 
served upon the society and that the authority of the attorney to 
accept service for it continues in force so l ong as any liability of 
the society remains outstanding in this state . 

26.1 - 15-17 . Refusal to license foreign society and revocation of authority 
- Procedure - Review . Whenever the commissioner refuses to license 
any foreign fraterna l benefit soc i ety, or revokes its authority to 
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do business in this state, the commissioner shall reduce the ruling , 
order, or decision to writing and shall file it in the 
commissioner's office. The commissioner shall furnish a copy, 
together with a written statement of the reasons for the decision, 
to the officers of t he society upon request. 

26.1-15-18. Amendments to constitution and laws Filing with 
commissioner - Effect . Every fraternal benefit society transacting 
business under this chapter must file with the commissioner a duly 
certified copy of all amendments to its constitution and laws within 
ninety days after enactment. Printed copies of the constitution and 
laws as amended, certified by the secretary or corresponding officer 
of the society, are prima facie evidence of legal adoption. 

26 . 1-15-19 . License or certificate - Renewal or refusal. A certificate 
of authority or license issued to a domestic or foreign fraternal 
benefit society continues in full force and effect until a new 
certificate or license is issued or refused specifically. 

26.1-15-20. Benefits generally Required and optional. Every 
fraternal benefit soclety transacting business under this chapter 
must provide for the payment of death benefits to its members and 
may provide for: 

l . The payment of benefits in case of temporary or permanent 
physical disability as the result of disease, accident, or 
old age, but the period of life at which the payment of 
benefits or disability on account of old age commences may 
not be under seventy years. 

2. Monuments or tombstones to the memory of its deceased 
members . 

3. The payment of funeral benefits. 

4 . Giving to a member, when the member is disabled 
permanently or has attained the age of seventy years, the 
face value of the member's certificate or any portion of 
the face value as the laws of the society provide . 

5. Issuing a benefit certificate for a term of years less 
than the life of the member payable upon the death or 
disability of the member occurring within the term for 
which the benefit certificate is issued. 

6. If it shall show by the annual valuation provided for in 
this chapter that it is accumulating and maintaining a 
reserv e not lower than the usual reserve computed by the 
American Experience Table and four percent interest, or 
any mortality tables and interest assumptions now or 
hereafter authorized for use by life insurance companies, 
issuance of endowment certificates, and the granting to 
its members extended and paid- up protection or such 
withdrawal equities, as its constitution and laws may 
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provide. The grants, h owever, may not exceed in value the 
portion of the reserves to the credit of the members to 
whom the grants are made. 

26 . 1-15-21 . Society may provide family protection . Any fraternal 
benefit society authorized to do business in this state may provide 
in its laws, in addition to other benefits, for insurance and 
annuities, or for insurance or annuities, upon the lives of children 
at any age, to be issued upon the app l ication of an adult person as 
the laws of the society may provide, subject to the following : 

l. The society, at its option, may organize and operate 
branches for the children, and membership in local lodges, 
and initiation therein, may not be required of the 
children nor may they have any voice in the management of 
the affairs of the society. 

2. The contributions to be made upon certificates issued 
under this section must be based upon the Standard 
Industrial Mortality Table and three and one- half percent, 
or upon the English Life Table Number Six, or upon any 
mortality tables and interest assumptions now or hereafter 
authorized for use by life insurance companies. 

3 . The society must maintain on all the certificates the 
reserve required by the standard of mortality and interest 
adopted by the society for computing contributions as 
provided in subsection 2. 

4. The society may provide for the regulation, government, 
and control of certificates issued pursuant to this 
section and of all rights, obligations, and liabilities 
incident thereto, including the means of enforcing payment 
of contributions, designation of beneficiaries, and the 
changing of the designations, but not at variance with 
this chapter. 

26.1-15-22. Funds of society - Emergency - Surplus - Derivatio n - Use -
Contributions. Any fraternal benefit society may create, maintain, 
invest, and disburse, an emergency, surplus, or other similar fund 
in accordance with its laws. Unless otherwise provided in the 
contract of the society, the funds must be held, inv ested, and 
disbursed for the use and benefit of the society, and no member or 
beneficiary may have or acquire individual rights therein or become 
entitled to any apportionment or to the surrender of any part 
thereof, except as provided in subsection 6 of section 26.1-15-20. 
The funds from which benefits are paid, and the funds from which the 
expenses of the society are defrayed, must be deri v ed from 
periodical or other payments by the members of the society and 
accretions to those funds. A domestic society may not be 
incorporated, and a foreign society may not be admitted to transact 
business in this state unless it requires stated periodical 
contributions sufficient to provide for meeting the mortuary 
obligations contracted by the society when they are valued upon the 
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basis of the National Fr a terna l Congress Tab l e of Mortality , or upon 
the basis of any higher standard, with interest assumption at not 
more than four percent per annum, or upon any mortality tables and 
interest assumpti ons now or hereafte r authorized for use by life 
insurance companies, and a society may not write or accept members 
for temporary o r permanent d i sab i l i t y benef i ts within this state 
except upon table s b ased upon reliabl e e xperience, wi t h an interest 
assumption not hi gher t han four perc e nt pe r annum. 

26 . 1-15-23. Deferred payments or installments of claims - Fund for fixed 
liabilities. Defe rre d payments or ins t a l lment s o f c l ai ms are fixe d 
liabilities on the happening of the contingency fo l lowing which the 
payments or insta l lments are to be paid . The liability is the 
present value o f the future payments or installments upon the rate 
of interest and mortality assumed by the society for valuation. 
Every society must ma i ntain a fund sufficient to meet the 
liabilities regardless of proposed future collections to meet any of 
the liabilities. 

26 . 1- 15-24. Investment of funds. A fraterna l benefit society may 
invest its funds only in securities permitted by the laws of this 
state for the investment of the assets of life insurance companies. 
Any foreign society permitted or seeking to do business i n this 
state, however, which invests its f unds i n accordance with the l aws 
of the state in wh i ch it is incorporated meets the requirements o f 
this chapter relating to the investment of funds. 

26.1-15 -25. Use of funds Restrictions - Purposes . A fraternal 
benefit society, the admitted assets of which are less than the sum 
of the required reserves and accrued liabilities, must, in every 
provision of the laws of the society for payments by members of the 
society, in whatever form made, distinctly state the purpose of the 
payments and the proportion thereof which may be used for expenses, 
and the money collected for mortuary or disability purposes or the 
net accretions thereto may not be used for expenses. 

26.1-15-26. Solicitation of membership in unlicensed society . A person 
may not solicit membership in, or in any manner ass i st in procuring 
membership for, a fraternal benefit society which is not licensed to 
do business in this state under this chapter. 

26 . 1- 15-27. Qualifications for membership . A fraternal benefi t 
society may admit to beneficial membership any person not less than 
fifteen years of age at the nearest birthday who has been examined 
by a legally qualified physician and whose examination has been 
supervised and approved in accordance with the laws of the society, 
or who has made declaration of insurability acceptable to the 
society. A member who applies for additional benefits more than si x 
months after becoming a beneficial member sha l l pass an additiona l 
medical examination, or make an additional dec l aration of 
insurability, as required by the society . 

Any person admitted prior to attaining t he age of eighteen 
years is bound by the terms of the applicat i on and certificate a nd 
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by all the laws and rules of the society, and is entitled to all the 
rights and privileges of membership, to the same extent as though 
the age of majority had been attained at the time of application. A 
society also may accept general or social members who shall have no 
voice or vote in the management of its insurance affairs. 

26.1- 15-28 . Certificate of membership and beneficiary Contents -
Ev idence . A certificate issued by a fraternal benefit society must 
specify the amount of benefit provided thereby, and must provide 
that the certificate, the charter or articles of incorporation, and 
the laws of the society, and all amendments to any of them, and the 
application for membership and medical examination signed by the 
applicant, constitutes the agreement between the society and the 
member. A copy of the certificate certified by the secretary or 
corresponding officer of the society is evidence of the terms and 
conditions thereof. Any amendments to the charter or articles of 
incorporation, constitution, or laws, duly made or enacted 
subsequent to the issuance of the benefit certificate, binds the 
member and the member's beneficiaries and governs and controls the 
agreement the same as though the amendments had been made prior to 
and were in force at the time of the application for membership. 

26 . 1- 15 -29. Contributions charged against certificate - Limit at ion . A 
fraternal benefit society which makes periodical assessments 
adequate in amount to permit the establishment of a reserve for 
certificates issued by it may accept a part of the periodical 
contribution in cash upon the written application of the member 
involved and may charge against the certificate the remainder of the 
contribution, which may not exceed one - half of the contribution, 
with interest payable or compounded annually at a rate not lower 
than four percent per annum. A society may take advantage of this 
section only in connection with contracts upon which the periodical 
contributions are sufficient to establish a reserve as specified 
herein. 

26 . 1- 15-30. Be nef ic ia r ies - Fu ne ral be nef its . A member has the right 
at any time to change the beneficiary or beneficiaries in accordance 
with the constitution, laws, or rules of the fraternal benefit 
society. A society by its constitution, laws, or rules may limit 
the scope of beneficiaries and may provide that no beneficiary may 
have or obtain any vested interest in the proceeds of any 
certificate until the certificate has become due and payable in 
conformity with the insurance contract. 

A society may provide for the payment of benefits not 
exceeding the sum of three hundred dollars as funeral benefits to 
any person as may reasonably appear to the society to be equitably 
entitled thereto by reason of having incurred expense occasioned by 
the burial of the member. 

26 . 1- 15-31 . Personal liability of officers and membe r s ofsociet y . 
Officers and members of the supreme or grand, or of any subordinate, 
body of a fraternal benefit society which has complied with this 
chapter are not liable individually for the payment of any benefit 
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provided for in the laws and agreements of the society, and any 
benefit is payable only out of the funds of the society and in the 
manner provided by its laws. 

26.1-15-32. Benefits exempt from process. No money or other 
benefit, charity, relief, or aid to be paid, provided, or rendered 
by a fraternal benefit society is liable to attachment, garnishment, 
or other process, or to seizure, taking, appropriation, or 
application by any legal or equitable process, or by operation of 
law, to the payment of any debt or liability of a member or 
beneficiary, or of any other person who may have a right thereunder, 
either before or after payment. 

26.1-15-33. Merger or transfer by domestic society. A domestic 
fraternal benefit society may not merge with, or accept the transfer 
of the membership or funds of, any other society unless the merger 
or transfer is evidenced by a written contract setting out in full 
the terms and conditions of the merger or transfer and the contract 
is filed with the commissioner, together with a sworn statement of 
the financial condition of each contracting society made by the 
respective presidents and secretaries, or corresponding officers. 
In addition, a verified certificate by the officers of each 
contracting society, that the merger or transfer has been approved 
by a vote of two-thirds of the members of the supreme legislative or 
governing body of the society must be filed with the commissioner. 
After the contract, financial statements, and certificates are 
filed, the commissioner must examine them, and if the commissioner 
finds that the financial statements are correct, that the contract 
is in conformity with this section, and that the merger or transfer 
is just and equitable to the members of each society, the 
commissioner shall approve the merger or transfer and issue a 
certificate to that effect. Thereafter, the contract of merger or 
transfer is in full force and effect. In case the contract is not 
approved, the fact of its submission and its contents may not be 
disclosed by the commissioner. 

26.1-15-34. Charter of domestic society nullified by nonuser or depletion 
in membership. When any domestic fraternal benefit society has 
discontinued business for the period of one year, or has less than 
four hundred members, its charter is void. 

26.1-15-35. Annual report- Additional reports. A fraternal benefit 
society transacting business in this state, before March second of 
each year, must file with the commissioner, in the form the 
commissioner requires, a statement, under the oath of its president 
and secretary or corresponding officers, showing its condition and 
standing as of the preceding December thirty-first and its 
transactions for the year ending upon that date. It must furnish 
any other information the commissioner deems necessary to a proper 
understanding of its business and plan of working. The 
commissioner, at other times, may require any further statement 
relating to the society and its affairs which the commissioner deems 
necessary. 
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26.1 - 15-36 . Report of certificate valuation Verification - Min imum 
standard of valuat ion. Annually, and within ninety days after the 
submission of the last preceding annua l report, a fraternal benefit 
society transacting business i n this state must file with the 
commissioner a report showing the valuation of its certificates in 
force on the preceding December thirty- first, and including those 
issued within the year for which the report is filed in cases where 
the contributions for the first year are used in whole or in part 
for current morta l ity and e xpense p ayments. The va l uation must be 
certified by a competent accountant or actuary, or, at the request 
and expense of the society, verified by the actuary of the 
department of insurance of the horne state or province of the 
society . The legal minimum standard of valuation for all 
certificates, except for disabi l ity benefits, is the National 
Fraternal Congress Table of Mortality and four percent interest, or, 
at the option of the society any higher table or a table based upon 
the society ' s own experience of a t least twenty years and covering 
not less than one hundred thousand lives, with interest assumption 
of not more than four percent per annum, or any mortality tables and 
interest assumptions now or hereafter authorized for use by life 
insurance companies, or any table and interest rate producing 
greater aggregate net values, such as the Commissioners 1941 
Standard Ordinary Table . Each valuation report must set forth 
clearly and fully the mortality and interest basis and the method of 
valuation. A society providing for disability benefits must keep 
the net contributions for these benefits in a fund separate and 
apart from all other benefit and expense funds and the valuation of 
all other business of the society. Where a combined contribution 
table is used by a society for both death and permanent total 
disability benefits, however, the valuation must be according to 
tables of reliable experience and in this case, a separation of the 
funds is not required. 

26.1 - 15-37 . Valuat ion report Financ ial solvency . The valuation 
prov ided for in section 26.1 - 15 - 36 is not to be considered or 
regarded as a test of the financial solvency of the fraternal 
benefit society, but the society is held to be solvent legally so 
long as the funds in its possession are equal to, or in excess of, 
its matured liabilities. 

26 . 1- 15-38 . Valuation report distribution and publicat ion . A report of 
the certificate valuations of a fraternal benefit society, and an 
explanation of the facts concerning the condition of the society 
disclosed in the report, must be printed and mailed to each 
beneficial member of the society not later than June first of each 
year. In lieu of the printing and mailing, the report and 
explanation may be published in an issue of the s ociety's official 
paper if the issue is mailed to each beneficial member of the 
society. 

26 . 1-15-39. Alternative methods of certificate valuations - Accumulation 
basis - Tabular basis. A fraternal benefit society which accepts in 
its laws this section may value its certificates, in lieu of the 
manner or manners provided in sec t ion 26.1 - 15 - 36, on the 



INSURANCE CHAPTER332 1027 

accumulation basis or on the tabular basis, subject to the following 
provisions: 

1. The accumulation basis must consist in crediting each 
member with the net amount contributed for each year with 
interest at approximately the net rate earned, and by 
charging the member with the member's share of the losses 
for each year, herein designated as the cost of insurance, 
and carrying the balance,. if any, to the member's credit. 
In valuing upon this basis: 

a. The charge for the cost of insurance may be according 
to the actual experience of the society applied to a 
table of mortality recognized by the laws of this 
state, and must take into consideration the amount at 
risk during each year, which is the amount payable at 
death less the credit to the member. 

b. Except as otherwise specifically provided in the 
articles, laws, or contracts of the society, a charge 
may not be carried forward against a member from the 
first valuation of a society for any past share of 
losses exceeding the member's contributions and 
credits. 

c. If, after the first valuation of the society, a 
member's share of losses for any year exceeds the 
member's credit, including the contribution for the 
year, the contribution shall be increased to cover the 
member's share of the losses. 

d. Any excess share of losses mentioned in subdivisions b 
and c which are chargeable to any member may be paid 
out of a fund or from contributions specially created 
or required for such purpose. 

e. A member may transfer to any plan adopted by the 
society with net rates on which tabular reserves are 
maintained and on the transfer, is entitled to make 
the application of the member's credit as is provided 
in the laws of the society. 

2. If, on the first valuation of a society, a deficiency in 
reserve is shown for any certificate, the certificates 
must be valued on the accumulation basis. Otherwise, 
certificates issued, rerated, or readjusted on a basis 
providing for an adequate rate with adequate reserves to 
mature the certificates upon assumption for mortality and 
interest recognized by the law of this state must be 
valued on the tabular basis. 

3. In a society having members upon the accumulation basis 
and upon the tabular basis, whenever the total of all 
costs of insurance provided for any year is insufficient 
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to meet the actual death and disability losses for the 
year, the deficiency must be met for the year from: 

a. The available funds of the society after setting aside 
all credits in the reserve; 

b. Increased contributions; or 

c . Moneys raised by an increase in the number of 
assessments applied to the society as a whole or to 
any classes of members specified in its laws. 

Savings from a lower 
returned in any manner 
society. 

amount of death 
specified in the 

losses may be 
laws of the 

5. If the laws of the society so provide, the assets 
representing the reserves of any separate class of members 
may be carried separately for the class as if the class 
were an independent society, and in this case, the 
required reserve accumulation of a class so set apart may 
not be mingled thereafter with the assets of any other 
class of the society . 

6. This section does not prevent the maintenance of any 
surplus over and above the credits on the accumulation 
basis and the reserves on the tabular basis as may be 
provided for. in the laws of the society. 

7 . This section does not give to the individual member any 
right or claim to any reserve or credit mentioned other 
than in the manner which is expressed in the contract and 
in the laws of the society . 

8. This section does not make any reserve or credit mentioned 
a liability of the society in determining the legal 
solvency thereof. 

26 . 1-15-40. Report when valuation on accumulation and tabular basis. A 
fraternal benefit society which has conformed to section 26.1 - 15 - 39 
must file with each annual report and statement made by it to the 
commissioner, and must furnish to each member of the society before 
June first of each year, a table showing the credits to the 
individual members for each age and year of entry and showing 
opposite each credit the tabular reserve required on the whole life 
or other plan of insurance specified in the contract according to 
assumptions for mortality and interest recognized by the laws of 
this state and adopted by the society. Each member of the society 
may be furnished, in lieu of the statement, before June second of 
each year, with a statement giving the credit for the member and the 
tabular reserve and level rate required for a transfer carrying out 
the plan of insurance specified in the contract. No table or 
statement, however, need be furnished to the members where the 
reserves are maintained on the tabular basis. For the purposes 



INSURANCE CHAPTER332 1029 

specified in this section and in section 26.1-15-39, individual 
bookkeeping accounts for each member are not required, and all 
calculations may be made by actuarial methods. 

26.1-15-41. Examination of domestic society - Proceedings to wind up 
affairs - Notice. An examination of each domestic fraternal benefit 
society must be made at least once in three years. The commissioner 
may visit and examine each society. The commissioner shall report 
the facts to the attorney general, who, if the attorney general 
deems that circumstances warrarit the same, shall commence 
appropriate action against the society, whenever the commissioner, 
after examination, is satisfied that the society: 

1. Has failed to comply with this chapter; 

2. Is exceeding its powers; 

3. Is not carrying out its contracts in good faith; 

4. Is transacting its business fraudulently; 

5. Has a membership of less than four hundred; or 

6. Has determined to discontinue business. 

Upon the institution of the action, the court must notify the 
officers of the society of the time and place of the hearing. If it 
appears at the hearing that the society should be closed, the 
society must be enjoined from carrying on further business, and some 
person shall be appointed as receiver of the society. The receiver 
shall proceed to take possession at once of the books, papers, 
moneys, and other assets of the society, and forthwith, under the 
direction of the court, shall proceed to close the affairs of the 
society and to distribute its funds to those who are entitled to the 
funds. The attorney general, however, may not commence proceedings 
under this section until after notice has been served on the chief 
executive officer of the society and a reasonable opportunity has 
been given to the society, on a date designated in the notice, to 
show cause why the proceedings should not be commenced. 

26.1-15-42. Application for receiver for domestic society. An 
application for injunction against or proceedings for the 
dissolution of, or the appointment of a receiver for, a domestic 
fraternal benefit society, or branch thereof, may not be entertained 
by any court in this state unless made or instituted by the attorney 
general. 

26.1-15-43. Examination of foreign society Revocation of license -
Notice. The commissioner may cause any foreign fraternal benefit 
society transacting, or applying for admission to transact, business 
in this state to be examined, or instead may accept the examination 
of the society by the insurance department of the state, district, 
province, or country in which the society is organized. The 
commissioner, if the commissioner is satisfied on investigation and 
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examination that the society has exceeded its powers, has failed to 
comply with this chapter, is conducting its business fraud~lently, 
or is not carrying out its contracts in good faith, shall notify the 
society of the findings, stating in writing the grounds of 
dissatisfaction, and shall require the society, after reasonable 
notice and on a date and at a place named, to show cause why its 
license should not be revoked. If the objections have not been 
removed by the society to the satisfaction of the commissioner on or 
before the date designated in the notice, or if the society does not 
present good and sufficient reasons why its authority to transact 
business in this state should not be revoked at that time, the 
commissioner may revoke the authority. 

26.1-15-44. Refusal of foreign society to submit to examination - License 
suspended or canceled. If any foreign fraternal benefit society, or 
its officers, refuse to submit to examination, or to comply with any 
provision of this chapter relative thereto, the authority of the 
society to write new business in this state is suspended or a 
license refused until satisfactory evidence is furnished to the 
commissioner relating to the condition and affairs of the society, 
and during suspension, the society may not write new business in 
this state. 

26.1-15-45. Examination of societies General provisions . The 
commissioner may employ assistants in the making of any examination 
provided for in this chapter, and the commissioner, or any person 
the commissioner appoints, has free access to all the books, papers, 
and documents of th.e society being examined which relate to the 
business of the society, and may summon as witnesses, administer 
oaths to, and examine under oath, the officers, agents, and 
employees of the society, and other persons, in relation to the 
affairs, transactions, and condition of the society. The society 
must pay the expenses of the examination upon receiving an expense 
statement furnished by the commissioner. 

26.1-15-46. Restrictions on making results of examination public . 
Pending, during, or after an examination or investigation of a 
domestic or foreign fraternal benefit society, the commissioner may 
not make or permit to become public any financial statement, report, 
or finding affecting the status, standing, or rights of the society 
until a copy has been served upon the society at its home office and 
the society given a reasonable opportunity to answer, and to make 
any showing in connection therewith it may desire. 

26 . 1-15-47. Society exempt from taxation - Exceptions . A fraternal 
benefit society organized or licensed under this chapter is declared 
to be a charitable and benevolent institution, and all of its funds 
are exempt from all state, county, district, and municipal taxes, 
other than taxes on real estate and office equipment . 

26.1 - 15-48 . Society providing only accident protection - Partial exception 
from chapter. A fraternal benefit society organized and incorporated 
pr i or to July 1, 1913, within the definitions set forth in sections 
26.1 -1 5 - 01, 26.1 -1 5 - 02, and 26 .1- 15 - 03, which provides for benefits 
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in case of death or disability resulting solely from accidents but 
which does not obligate itself to pay death or sickness benefits, 
may be licensed under this chapter. If licensed under this chapter, 
the society has all the privileges and is subject to all the 
provisions and requirements contained in this chapter, except that 
the provisions requiring valuation of benefit certificates and 
specification in the certificates of the amount of benefits do not 
apply. 

26.1-15-49. Societies excepted from chapter. This chapter does not 
affect or apply to: 

1. Grand or subordinate lodges of masons, odd fellows, or 
knights of pythias, with the exception of the insurance 
department of the supreme lodge, knights of pythias. 

2. The junior order of the united American mechanics, with 
the exception of the beneficiary degree of the insurance 
branch of the national council, junior order, united 
American mechanics. 

3. Societies which admit to membership only persons engaged 
in one or more hazardous occupations •in the same or 
similar lines of business. 

4. Societies similar to those mentioned in subsection 3 which 
do not issue insurance certificates. 

5. An association of local lodges doing business in this 
state on July l, 1931, which provides death benefits not 
exceeding five hundred dollars to any one person or 
disability benefits not exceeding the sum of three hundred 
dollars in any one year to any one person, or both of 
these death and disability benefits. 

6. Contracts of reinsurance business written in this state on 
the plan outlined in subsection 5. 

7. Domestic societies which limit their memberships to the 
employees of a particular municipality, designated firm, 
business house, or corporation. 

8. Domestic lodges, orders, or associations of a purely 
religious, charitable, and benevolent description which do 
not provide for a death benefit of more than one hundred 
dollars, or for disability benefits of more than one 
hundred fifty dollars to any one person in any one year. 

The commissioner may require from a society any information to 
enable the commissioner to determine whether or not the society 
comes within an exception provided by this section. 

26.1-15-50. Failure to conform to chapter - Penalty. A fraternal 
benefit society, or any officer, agent, or employee of a society, 
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who neglects or refu ses to comp ly with, or who violates , this 
chap ter, if the penalty for the neglect, refu s al , or violation is 
not specified otherwise, is gui lty o f an infrac ti on. 

SECTION 16 . Chapter 26.1 -16 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 . 1-16-01 . " Benevolent society" defined. A benevolent society is a 
domestic corporation, assoc iati on, or society which operates on the 
voluntary assessment or contribution plan for the sole purpose of 
providing, through assessments of its members, for the payment of a 
death benefit to the beneficiary of a deceased member. 

26 . 1-16-02 . Chapter not applicable to fraternal benefit society . This 
chapter does not apply to a fraternal benefit society as defined in 
chapter 26.1 -1 5 nor to a benefit society organized within and 
limited to members of a fraternal benefit society. 

26.1-16-03. Jurisdiction of commissioner. A benevolent society is 
under the jurisdiction of the commissioner and is subject to all the 
laws and rules applicable to insurance companies transacting 
business within this state, except as specifically provided. 

26.1-16-04. Organization of society - Minimum number of members. Any 
number of persons, not less than five, all of whom are residents of 
this state, may form a benevolent society by complying with the 
applicable provisions of this chapter . 

26. 1- 16-05 . Articles of incorporation - Contents . Persons proposing 
to form a benevolent society under this chapter shall subscribe and 
acknowledge articles of incorporation specifying: 

1. The name of the society, which must include the words 
"benevolent society" . 

2. The purpose for which the society is to be formed. 

3. A full and clear definition of the plan under which the 
society proposes to do business. 

4. The time and place of holding meetings of the members of 
the society. 

5 . The location of the society's principal office, which must 
be within this state. 

6 . The date for the commencement and for the termination of 
the fiscal year of the society. 

7 . The term for which the society is to be incorporated, 
which term may not exceed thirty years . 

8. The number of directors, not less than five nor more than 
nine, all of whom must be residents of this state. 
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9. The names and addresses of the directors selected to serve 
until the first meeting of the members of the society. 

26.1-16-06. Society doing business on July 1, 1937, need not change 
name - Requirements. Any benevolent society organized and doing 
business on July 1, 1937, which has a name which does not include 
the words "benevolent society" is not required to change its name to 
comply with section 26.1-16-05, but its membership certificate, 
stationery, and literature must state clearly that it is a 
benevolent society. 

26.1-16-07. Articles of incorporation Filing Approval - Deposit 
required - Authority to solicit. The articles of incorporation must be 
submitted to the attorney general, and if the attorney general finds 
them in conformity with this chapter and not inconsistent with the 
constitution and laws of this state, the attorney general shall 
approve the articles and certify them to the commissioner, who also 
shall examine the articles to ascertain whether they comply with all 
applicable requirements of the law. After the articles have been 
approved by the attorney general and by the commissioner, they must 
be filed in the office of the secretary of state, and a certified 
copy must be filed with the commissioner. The society must deposit 
with the commissioner United States government bonds, United States 
treasury certificates, bonds of the state of North Dakota, or 
certificates of deposit of the Bank of North Dakota in the amount of 
at least two hundred fifty dollars. Upon filing the certified copy 
of its articles and making the deposit, the society may solicit and 
secure the necessary preliminary members as the basis for the 
issuance to it of a certificate of authority. The solicitation of 
such members, however, must be conducted in accordance with any 
applicable rules adopted by the commissioner. 

26.1-16-08. Deposit maintained by society. Before the commissioner 
may issue a certificate of authority to a benevolent society, the 
commissioner shall ascertain that the deposit required by section 
26.1-16-07 has been made. The society must maintain the deposit 
until the membership of the society reaches one thousand. 
Thereafter, the deposit maintained with the commissioner must be 
equal in amount to at least twenty-five cents per member in good 
standing. 

26.1-16-09. Bylaws required. Each benevolent society must adopt 
bylaws which conform to its articles of incorporation or to this 
chapter. 

26.1-16-10. Amendment of articles and adoption, amendment, and repeal 
of bylaws. The articles of incorporation of a benevolent society may 
be amended, and its bylaws adopted, amended, or repealed, at any 
annual meeting or at any special meeting called for that purpose. A 
two-thirds affirmative vote of the members of the society is 
required to take any of the actions specified in this section. 

26.1-16-11. Bonds of officers and agents. After a benevolent 
society has been licensed by the commissioner, the bonding of its 
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officers and agents is discretionary wi th its board of directors. 
During the period between the filing o f articles of incorporation 
and the issuing of a certificate of authority, however, the 
commissioner sha l l se t the amounts o f the b onds sufficient to 
guarantee r e turn of membership f e e s co l lected in case the 
organization is not completed, and the bond s mu st be filed with the 
commi ssioner. 

26 . 1-16-12 . Territorial restrictions on society - Voluntary contribution 
plan benefits regulated by chapter . Any soc i ety organized under this 
chapter must confine its activ i ties, i nsofar as solic i tation by 
agents is concerned, to this state. No benef i ts on the voluntary 
contribution plan may be provided by any society except as provided 
in this chapter. 

26 . 1- 16- 13 . Licensing of agents - Residence requirements . All agents 
of a benevolent society must be residents of this state and must be 
licensed in the same manner as agents for insurance companies 
generally are licensed. 

26.1 - 16- 14. Classification of membership Units . A benevolent 
society may provide for the classification of its membership by one 
or more units based on the age of individual members, or by the 
adoption of a maximum limit of one group or unit. Before the 
organization of a new group or unit, the society must notify the 
commissioner of its proposal to organize the group or unit, and the 
organization must be conducted in accordance with any applicable 
rules adopted by the commissioner. The number of members in a unit 
may not be less than is required for the organization of a society. 
If the membership of any group or unit of any society falls below 
two hundred, the group or unit must be consolidated with another 
group or unit of the society unless within sixty days the group or 
unit has restored its membership to the minimum required by this 
section . An age group composed of members over age sixty- five, 
however, may be established and maintained at not less than one 
hundred members. 

26 . 1- 16- 15 . Pre liminary applications requi red before issuance of 
certificate of authority - Bank certif icate - Issuance of certif icate of authority. 
Before a benevolent society may issue a certificate of membership, 
it must have actual applications for certificates from at least 
three hundred persons upon which certificates may be issued 
simultaneously. The applications, together with a certificate from 
a solvent bank stating that there has been deposited to the account 
of the society an amount which is determined by the preliminary 
applications presented as constituting the entire proceeds of 
membership fees collected , must be submitted to the commissioner. 
Upon submission to the commissioner of the preliminary applications, 
the bank certificate, and any evidence of compliance with this 
chapter which the commissioner requires, the commissioner may issue 
to the society a certificate of authority to expire on the thirtieth 
day of April following the date thereof. 
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26.1 - 16- 16 . Application for and certificate of membership - Contents -
Approval - Maximum benefits - Expense deductions . The certificate of 
membership issued by a benevolent society must state fully the 
conditions on which the benefit i s paid. The certificate of 
membership and the appl i cation for the certificate constitute the 
entire contrac t between the society and the membe r . Every 
certi ficate and application must have printed or stamped thereon in 
red ink and in ten- point boldfaced type " This is not an i nsurance 
policy. The society maintains no rese r ve . All benef i ts are 
dependent upon voluntary assessments f rom members." The 
commissioner o f insurance shal l approve the form of the certificate 
and application prior to their issuance or use. The benefits unde r 
any certificate must be confined to a death benefit to the 
beneficiary of the deceased member in an amount not to exceed two 
thousand dollars, and the certificate must provide for an assessment 
on the membership in an amount not exceeding four dollars to be paid 
by the members after notice and proof of death . The proceeds of the 
assessment, l ess an amount not exceeding ten percent thereof as an 
allowance for expenses, mus t be paid to the beneficiary of the 
deceased member. A death benefit may not exceed the maximum amount 
stated in the certif i cate. 

26.1 - 16- 17. Notice of annual meeting- Voting r ights of members . Each 
member of a benevo l ent society organized under this chapter must be 
notified of the time and place of the annua l meetings of the society 
by a notice incorporated in the certif i cate of membership issued by 
the society. Each member of the society is entitled to one vote, 
and may vote in person or by proxy. 

26 . 1-16-18. Incontestability of certificate - Responsibility upon suicide . 
A certificate of membership is incontestable after one year from its 
date of issue except for fraud, nonpayment of assessments, or naval 
or military service in time of war. Death from acute or chronic 
disease occurring more than one year after the date of issue of a 
certificate may not be a ground for nonpayment of the benefits 
thereunder regardless of any provision or statement contained in the 
application or certificate, and full payment may not be refused 
under any certificate when the member ' s death occurs from an acute, 
subacute, or chronic disease more than one year after the date of 
issue of the certificate. If a member commits suicide within one 
year from the date of issue of the certificate, the liability of the 
society is limited to an amount equal to all membership fees and 
assessments paid by the member. 

26 . 1- 16- 19 . Expense fund and mortuary fund maintained as separate 
funds. 
funds: 

A benevolent society must maintain and keep two separate 

1. An expense fund. 

2. A mortuary fund. 

26 . 1- 16- 20 . Expense fund - Credits - Levies . 
the society, which may be not less than one 

The membership fee of 
doll a r nor more t han 
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five dollars, may be used for expenses. The certificate of 
membership must state the percentage o f death assessments, not 
exceeding ten percent , that may be used for expenses, and moneys 
received on the assessments, within the limitations of this section, 
must be credited to the expense fund. Expense fund assessments may 
be levied in accordance with the applicable provisions in the 
membership certificate in amounts not exceeding three dollars in any 
one calendar year. 

26 . 1-16-21 . Mortuary fund Credits to and use . A benevolent 
society must credit to i ts mortuary fund that part of any postmortem 
assessment in excess of the amount required to pay the death claim 
for which the assessment was levied. If the society has more than 
one unit of membership, the mortuary fund must be kept separately by 
units. The fund must be used toward the payment of claims for 
deaths occurring within the unit from which the fund arose, and no 
assessment levy may be made unless the balance in the fund is 
insufficient to pay a claim on which notice and proof of death has 
been received . No expenses may be paid from the mortuary fund. 

26.1 - 16-22. Notice of assessment - Contents - Cancellation of certificate -
Reinstatement . The notice of assessment in each case must provide 
that if the member to whom the notice is directed does not make 
payment within the time specified therein, which may be not less 
than fifteen days nor more than forty - five days after the date of 
the notice, the member ' s certificate will be canceled. If payment 
is not made within that time, a notice of cancellation must be 
mailed to the member informing the member that if the assessment is 
not paid within ten days from the mailing of the notice of 
cancellation, the member's certificate will be canceled. The notice 
of cancellation must be mailed to the member at the member's last 
known address immediately after the expiration of the time specified 
in the notice of assessment, and proof of the mailing must be 
established on forms provided for that purpose by the United States 
postal service. If payment is not made within the time specified in 
the notice of cancellation, the certificate must be canceled . If 
payment of an assessment is made to the soc i ety subsequent to the 
date of cancellation of the certificate, the payment may be 
considered as a reinstatement fee and placed in the expense fund of 
the society. 

26.1 - 16 -23 . Secretary of society to levy assessments - Noti ce to members 
- Distr ibution of proceeds of assessments . Upon approval of a claim 
arising from the death of a member, the secretary of the society, if 
the mortuary fund is insufficient to pay the claim, shall levy an 
assessment upon the membership in accordance with the provisions of 
the membership certificate of the deceased member. Notice of the 
assessment must be mailed to each member at the member's last 
post- office address as given to the secretary. The notice must 
state: 

l . The name and address of the deceased member . 

2 . The maximum benefit payab l e upon the member ' s certificate . 
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3. The amount of the assessment. 

4. The date upon 
delinquent. 

which the assessment shall become 

Upon the expiration of the period within which payment of the 
assessment may be made and the further period specified in the 
notice of cancellation required under section 26.1-16-22, the 
secretary shall pay to the beneficiary of the deceased member the 
proceeds of the assessment in the secretary's possession and 
available for that purpose. 

26.1-16-24. Annual statement required Renewal of certificate of 
authority. Before February second of each year, a benevolent society 
must file with the commissioner an annual statement as of the 
previous December thirty-first. The statement must be on any forms 
required by the commissioner and must show: 

1. All income of the society by sources. 

2. All disbursements of the society detailed as to nature. 

3. A listing of the assets of the society. 

4. The liabilities of the society. 

5. The number of members in the society. 

6. Any other information required by the commissioner. 

If it appears from the statement that the society has a membership 
at least equal in number to that required as a condition precedent 
to authorization and that it is otherwise qualified under the 
requirements of this chapter, a renewal certificate of authority 
must be issued on the succeeding April thirtieth. The fees for the 
filing of the statement and the issuance of the certificate are 
those specified in section 26.1-01-07. 

26.1-16-25. Examination. The commissioner has the same power and 
authority as to visitation and examination over all benevolent 
societies subject to this chapter as are given to the commissioner 
by this title over domestic insurance companies. The society 
examined must pay the expenses of any examination. The commissioner 
may require a deposit in advance of an examination to guarantee 
payment of the estimated necessary expense to be incurred. 

26.1-16-26. Transfer of membership. A benevolent society 
organized or operating under this chapter, by a two-thirds vote of 
its members present or voting by proxy at any annual meeting or 
special meeting called for that purpose, may transfer its membership 
to any other society or organization. Notice of the contemplated 
action must be mailed to each member in good standing, at the 
member's last known post-office address, at least fifteen days prior 
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to the date of the meeting , and any transfer of membership, and the 
conditions thereof, must have the approva l of the commissioner . 

26.1 - 16- 27 . Penalty . Any officer or agent of a benevolent 
society violating this chapter i s guilty of a class A misdemeanor. 

SECTION 17 . Chapter 26.1 - 17 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1 - 17-01 . Defin itions . As used i n this chapter, unless the 
context requires otherwise: 

1. "Dental service " means the genera l and usual service 
rendered and the care administered by licensed dentists. 

2. "Health service " means service performed for and rendered 
to persons to restore , maintain, and promote personal 
health, to treat injuries and cure diseases, both physical 
and mental, by any lawful means, and includes hospital 
service, medica l service, dental service, or optometric 
service, or any combination of these services. However, 
health service is limited to those services rendered by 
physicians, surgeons, practitioners, nurses, hospitals, 
nursing homes, or any other provider of health service who 
is licensed or registered under the laws of this state. 

3 . "Health service contract " means a contract which provides 
for the furnishing of one or more kinds of health service 
to a subscriber. 

4. "Health service corporation" means a nonprofit corporation 
organized for the purposes of es t ablishing a health 
service plan whereby one or more kinds of health service 
is provided to subscribers under a prepaid health service 
contract entitling each subscriber to certain specified 
health services, but does not include a health maintenance 
organization organized under chapter 26.1 - 18 . 

5. "Hospital service" inc l udes bed and board, general nursing 
care, use of the operating roo~, use of the delivery room, 
ordinary medications and dressings, and other customary 
routine care, and nursing home services and health care 
and related services furnished by vendors of the services, 
but does not include the practice of medicine. 

6 . "Medical service" 
rendered and care 
surgeons. 

means the 
administered 

general and usual services 
by physicians and oral 

7 . "Optometric service" means the general and usual services 
rendered and care administered by practitioners. 



INSURANCE CHAPTER 332 1039 

8. "Oral surgeon" means a dentist who has met all of the 
formal requirements to be certified by the American board 
of oral surgery. 

9. "Practitioner" includes 
duly licensed to practice 
North Dakota law. 

an optometrist and a physician 
his or her profession under 

26.1-17-02. Nonprofit health service corporations authorized. A health 
service corporation must be organized under this chapter and, to the 
extent applicable, under chapter 10-24 for the purposes of 
establishing and putting into effect a health service plan whereby 
one or more kinds of health service is provided to subscribers under 
a contract entitling each subscriber to certain specified health 
service. Any corporation subject to this chapter is not subject to 
the laws of this state relating to insurance and insurance 
companies, except as specifically provided in such laws. This 
chapter applies only to corporations organized pursuant to its 
provisions, except as specifically provided otherwise. 

26.1-17-03. Articles of incorporation and bylaws Filing. The 
articles of incorporation of a health service corporation, and all 
amendments, are to be filed with the secretgry of state. A 
certified copy of the articles of incorporation and the bylaws, and 
all amendments, is to be filed with the commissioner. 

26.1-17-04. Directors - Responsibilities and qualifications. A board of 
directors must manage the business and affairs of a health service 
corporation. The board is to consist of at least nine members. The 
qualifications of the members are as follows: 

1. A majority of the directors of a health service 
corpJration must be persons who are providers of health 
services or representatives of partnerships, corporations, 
or associations which are providers of health services 
which have contracted with the health service corporation 
to render health services to its subscribers. If a health 
service provider is not an individual, its representative, 
who serves as a member of the board of directors, must be 
a director, trustee, hospital administrator, officer, 
partner, or member of the clinical staff of the health 
service provider. 

2. The balance of the directors must be persons who are 
subscribers for health services and who have no direct 
affiliation with any of the health s~rvice providers. 

3. Directors may be physicians who are affiliated with or are 
members of the same health service providers. However, a 
director who is not a physician may not be affiliated with 
or be a member of the same health service provider as 
another director. 
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4. Additional qualifications for directors may be set forth 
in the articles of incorporation or the bylaws of the 
health service corporation . 

26.1-17-05. Authority of corporation writing hospital service contracts. 
In addition to any other powers granted by law, a health service 
corporation writing hospital service contrac t s may: 

1 . Enter into contracts for the rendering of hospital service 
to any of its subscribers with hospitals maintained and 
operated by the state or any of its political 
subdivisions, or by any corporation, association, or 
individual. The hospita l service plan operated by the 
corporation may provide for hospital service and other 
related health services, excluding the practice of 
medicine, as advancements in health care and treatment 
warrant the extension and providing of such services and 
in case of emergency or expediency. All hospital and 
related health services provided are subject to the 
approval of the health service corporation. 

2 . Make and enter into mutual agreements with hospitals or 
groups of hospitals, nursing homes, and other vendors and 
furnishers of health care services and other related 
facilities, excluding the practice of medicine. 

3 . Make and enter into mutual agreements with state, federal, 
or other governmental agencies to provide hospital 
services, nursing home care, and other related health 
services, excluding the practice of medicine, including 
health care services for the needy and other persons. 

4 . Make and enter into mutual agreements with any other 
health care corporation or with any state or local 
government or agency thereof to provide health care 
administrative services, to act as administrator of any 
other health care service plan, or to act as a marketing 
agency or as a fiscal intermediary of any health care plan 
or of any other health care organization or of any state 
or local government or agency. 

5 . Enter into contracts with other corporations or other 
entities in this state or in other states or possessions 
of the United States, or of the Dominion of Canada or 
other foreign countries so that: 

a. Reciprocity of 
subscribers. 

benefits may be prov ided to 

b. Transfer of subscribers from one entity to another may 
be effected to conform to the subscriber's place of 
residence. 
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c. Uniform benefits may be provided for all employees and 
dependents of such employees of entities and other 
organizations transacting business in this state and 
elsewhere and a rate representing the composite 
experience of the areas involved may be charged for 
such employees and their dependents. 

d. Health services may be provided for subscribers of 
this or other corporations or entities for the purpose 
of ceding or accepting reinsurance or of jointly 
providing benefits, underwriting, pooling, 
mutualization, equalization, and other joint 
undertakings which the governing board may from time 
to time approve. 

26.1-17-05.1. Authority of corporation writing medical service contracts. 
A health service corporation writing medical service contracts may: 

1. Enter into contracts with subscribers whereby each 
subscriber, subscriber member, officer, or employee is 
entitled to certain specified health services as provided 
in the subscriber's contract. 

2. Enter into contracts with similar corporations within or 
without the state for the interchange of services to those 
included in subscription or other similar contracts, and 
may provide subscription contracts for the substitution of 
such services in lieu of those therein recited. 

3. Enter into contracts with physicians for the rendering of 
medical service to subscribers in accordance with the 
terms of the subscriber contract. 

4. Enter into contracts with laboratories and vendors of 
health appliances and prostheses to provide material and 
services pursuant to contracts with subscribers. 

26.1-17-06. Authority of corporation writing optometric service contracts. 
A health service corporation writing optometric service contracts 
may: 

1. Enter into contracts with subscribers whereby each 
subscriber, subscriber member, officer, or employee is 
entitled to certain specified health services as provided 
in the subscriber's contract. 

2. Enter into contracts with similar corporations within or 
without the state for the interchange of services to those 
included in subscription or other similar contracts, and 
may provide subscription contracts for the substitution of 
such services in lieu of those therein recited. 
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3. Enter into contracts with practitioners for the rendering 
of optometric service t o subscribers in accordance with 
the terms of the subscriber contract. 

4. Enter into contracts with optical l aboratories to provide 
material pursuant to contracts with subscribers. 

26. 1-17-07 . Authority of corpora t ion writing certain health service 
contracts . A health service corporation writing health service 
contracts other than hospital service, medical service, and 
optometric service contracts may : 

1. Enter into contracts with subscribers whereby each 
subscriber, subscriber member, officer, or employee is 
entitled to certain specified health services as provided 
in the subscriber's contract. 

2. Enter into contracts with similar corporations within or 
without the state for the interchange of services to those 
included in subscription or othe r similar contracts, and 
may provide subscription contracts for the substitution of 
such services in lieu of those therein recited. 

3. Enter into contracts with health service providers for the 
rendering of health services to subscribers in accordance 
with the terms of the subscriber contract. 

4. Enter into contracts with laboratories and vendors of 
health appliances and prostheses to provide material and 
services pursuant to contracts with subscribers. 

26.1-17-08. Corporation not authorized to practice a profession. This 
chapter does not authorize a health service corporation to engage in 
the practice of medicine, dentistry, optometry, or any other 
profession for which a license or registration is required. 

26.1-17-09 . Capital Repayment. A health service corporation 
writing hospital service contracts or medical service contracts may 
not commence business and enter into any contracts with subscribers, 
nor secure any application therefor, unless the corporation has a 
contributed surplus of not less than one hundred thousand dollars . 
A health service corporation writing health service contracts other 
than hospital service or medical service contracts may not enter 
into any contracts with any subscribers, nor secure any application 
therefor, unless the corporation has a contributed surplus of not 
less than twenty-five thousand dollars. The contributed surplus is 
repayable when the unassigned earned surplus exceeds the amount 
required to be initially paid in as contributed surplus, only if the 
payment does not impair the working capital of the health service 
corporation. 

26.1-17-10. Nonprofit corporation tax exempt - Law governing charitable 
organizations applicable . Every nonprofit health service corporation is 
a charitable and benevolent organization and is exempt from taxation 
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by the state or any political subdivision thereof, except that the 
real property of a nonprofit health service corporation is subject 
to ad valorem taxes and special assessments for special 
improvements. Except as otherwise provided in this chapter, the 
laws of this state relating to and affecting nonprofit charitable 
and benevolent corporations are applicable to all nonprofit health 
service corporations writing health service contracts. 

26.1-17-11. Applicability of portion of Nonprofit Corporation Act. 
Unless in conflict with this chapter, chapters 10-24, 10-25, 10-26, 
and 10-28 apply to the incorporation, operation, and control of any 
nonprofit health service corporation. 

26.1-17-12. Contract limitations. Every physician, oral surgeon, 
dentist, or practitioner licensed and registered in the state of 
North Dakota has the right to contract with any health service 
corporation for furnishing general or special medical care, dental 
care, or optometric care, as the case may be. A corporation may not 
impose any restriction as to the methods of diagnosis or treatment. 
The private relationship of physician and patient, dentist and 
patient, or practitioner and patient is to be maintained at all 
times and the subscriber has the right of free choice in selecting 
any physician, oral surgeon, dentist, or practitioner. 

A health service corporation may, in its discretion, by its 
articles of incorporation, articles of association, or bylaws, and 
in its contract with its subscribers, limit the benefits that the 
corporation will furnish, and may provide for a division of benefits 
it agrees to furnish into classes or kinds. In the absence of any 
limitation or division of services, a corporation may provide both 
general and special medical and surgical, dental, or optometric care 
benefits, including such service as may necessarily be incident to 
such care. A corporation may, in its discretion, limit the issuance 
of contracts as specified in its bylaws. 

A dental or optometric service contract by a health service 
corporation may not provide the payment of any cash indemnification 
by the corporation to the subscriber or the subscriber's estate on 
account of death, illness, or other injury. 

26.1-17-13. Group medical service contracts - Options required. A 
health service corporation may not deliver, issue, execute, or renew 
any medical service contract on a group, blanket, franchise, or 
association basis unless the corporation makes available, at the 
option of the subscriber, the following coverages for which an 
additional premium may be charged: 

1. All drugs and medicines prescribed by the provider of 
health services. 

2. Services rendered and care administered by chiropractors 
licensed under chapter 43-06. 
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26 . 1- 17-14. Prisoner ' s coverage to continue Conditions . Every 
h e alth service corporation must continue coverage of a prisoner 
insured under a health service contrac t while the prisoner is 
incarcerated and under state supervision to the same extent as the 
general public is covered as long as the prisoner meets all the 
other usual qualifications for insurability and continues to pay the 
contract premiums. A prisoner ' s incarceration may never be a basis 
for cancellation of the prisoner ' s health service contract. 

26 . 1-17- 15. Juvenile's coverage to continue - Conditions . Every health 
service corporation must continue coverage of a juvenile insured 
under a health service contract while the legal custody of the 
juvenile has been given by a court, under chapter 27 - 20, to any 
state institution or agency, to the same extent as the general 
public is covered as long as the juvenile meets all the other usual 
qualifications for insurability and continues to pay the contract 
premiums. A juvenile's incarceration may never be a basis for 
cancellation of the juvenile ' s health service contract . 

26 . 1- 17- 16 . Services of physicians , oral surgeons , dentists , and 
practitioners not participating under health service plan . A medical service 
plan may provide for medical services to subscribers by physicians 
and oral surgeons not participating under the plan, subject to the 
approval of the board of directors of the health service 
corporation. A dental service plan may provide for dental services 
to subscribers by dentists not participating under the plan, subject 
to the approval of the board of directors of the health service 
corporation . An optometric service plan may provide for optometric 
services to subscribers by practitioners not participating under the 
plan, subject to the approva l of the board of directors of the 
health service corporation . 

Where a subscriber patient is referred by a participating 
physician to a nonparticipating physician, the health service 
corporation is to pay, without the approval of the board of 
directors of the corporation, to the subscriber, upon proper filing 
of the claim, an amount equal to the amount lawfully charged for the 
service performed by the nonparticipating physician, but not to 
exceed an amount equal to one hundred percent of the maximum amount 
which the corporation would be obligated to pay to a participating 
physician for identical service . 

26 . 1- 17- 17. Coordination of benefit provisions. Group health service 
contracts may contain coordination of benefit provisions for the 
control of overinsurance. These provisions must be in accordance 
with appropriate guidelines set forth in rules adopted by the 
commissioner. 

26.1 - 17-18 . Health service corporation contracts Approval by 
commissioner. Contracts between a health service corporation and 
health service providers and contracts between a health service 
corporation and subscribers for hea l th service at all times are 
subject to the approva l of the commissioner . 
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26.1-17-19. Effects of health service contracts. The issuance of a 
health service contract by a health service corporation to a 
subscriber does not create the relationship of hospital and patient, 
physician and patient, dentist and patient, practitioner and 
patient, or any other similar relationship between the corporation 
and the subscriber. The subscriber at all times has the right to 
select any participating hospital, physician, oral surgeon, dentist, 
practitioner, or health service provider, subject to the terms and 
conditions of the contract. An employee, agent, officer, or member 
of the board of directors of any such corporation may not influence 
or attempt to influence any subscriber in the choosing and selecting 
of the hospital, physician, oral surgeon, dentist, practitioner, or 
other health service provider who is to care for or treat the 
subscriber. A civil action arising out of the relationship of 
hospital and patient, physician and patient, dentist and patient, 
practitioner and patient, or health service provider and patient may 
not be maintained against any health service corporation governed by 
this chapter. A participating practitioner has the right to engage 
in other practice. 

26.1-17-20. Dental and optometric service in accordance with prevailing 
practice - Emergency service. All dental or optometric care rendered to 
a subscriber under the subscriber's contract must be in accordance 
with the accepted standards of dental or optometric practice 
prevailing in the community in which the service is rendered. 

All service must be rendered by dentists and practitioners 
duly licensed and registered to practice their profession in this 
state, except that in case of emergency, and subject to the approval 
of the board of directors of the health service corporation, the 
benefits to which a subscriber is entitled under the subscriber's 
contract may be rendered in another state, provided the services are 
rendered by a duly licensed dentist or duly licensed practitioner in 
the other state. 

26.1-17-21. Limitations on dental and optometric service contracts. 
Every subscriber under a dental or optometric service plan must 
receive a copy of the contract. The contract must clearly state the 
care, appliances, materials, and supplies to be provided under the 
contract and the rate charged the subscriber. Every subscriber must 
have, at all times, free choice of the dentist or practitioner who 
is to treat the subscriber, and this right must be prominently 
printed in the contract. Every optometric service contract must 
provide that a subscriber has the freedom of choice to have the 
materials and supplies furnished by any practitioner or optician, 
the cost for which is to be covered in accordance with the terms of 
the contract. A health service corporation may not enter into any 
contract, agreement, or understanding, directly or indirectly, with 
any dentist or practitioner whereby the dentist or practitioner is 
to render any services to any subscriber, but all such services must 
be a matter of agreement directly between the patient and the 
dentist or practitioner selected by the patient to treat the 
patient. 
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26 . 1- 17-22 . Health service for needy persons - Pay ments . A health 
service corporation may contract with state, federal, or other 
governmental agencies, private agencies, corporations, associations , 
groups, or individuals to provide health services for needy or other 
persons. A health service corporation may receive from these 
entities payments covering the cost of all or any part of the 
contracts. 

26 . 1- 17-23. Licensing of sales representatives. The sales 
representatives of any health service corporation are subject to the 
laws pertaining to insurance agents as defined in chapter 26 - 17.1 . 
The commissioner shal l prescribe the form for the license or 
certificate. The fee for a license or certificate is three dollars. 

Sales representatives licensed to sell 
contracts may also sell all other health service 
further licensure . 

hospital 
contracts 

service 
without 

26 . 1-17-24. Unfair insurance practices. Chapter 26.1 - 04 applies to 
health service corporations and contracts with hospitals, doctors of 
medicine and oral surgeons, dentists, practitioners, health service 
providers, and subscribers, except to the extent that the 
commissioner determines that the nature of health service 
corporations, or of any contracts issued or entered into by those 
corporations, renders chapter 26.1 - 04 clearly inappropriate. 

26 . 1- 17-25 . Rates , rat ing formulas , and rat ing systems s ub ject to 
approval of commissioner . Rates charged subscribers, and rating 
formulas and rating systems used to determine rates, are at all 
times subject to the approval of the commissioner in the manner 
prescribed by this chapter. Rates must cover reasonably anticipated 
claims, cover reasonable costs of operation and overhead expenses, 
and maintain contingency reserves at a proper level of not less than 
the sum of incurred claims and operating and overhead expenses for 
at least two months, but not more than four months. Rates may not 
be excessive, inadequate, or unfairly discriminatory. 

26.1-17- 26 . Rate filings . 

1. Each health service corporation must file with the 
commissioner every manual of classifications, rates, 
rating formulas, rating systems, and rules applicable 
thereto, and any modification of the foregoing which it 
proposes to use. Each filing must state the proposed 
effective date thereof and must indicate the character and 
extent of t he coverage contemplated. Where a filing is 
not accompanied by supporting information, and the 
commissioner does not have sufficient information to 
determine whether the filing meets the requirements of 
this chapter, the commissioner shall require the 
corporation to furnish supporting information, and the 
waiting period wil l commenc e on the date the information 
is furnished. The information furnished in support of a 
fil i ng mus t include ( a ) cont ract of benefits; (b ) current 
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rate structure; (c) claims experience for most recent 
period up to three years; (d) claims experience projection 
for next eighteen months; (e) letter of opinion from the 
corporation actuary; and (f) judgment of the corporation 
and its interpretation of the supporting data. 

A filing and any supporting information is open to 
public inspection after the filing becomes effective. 

2. The commissioner shall review the filings as soon as 
reasonably possible after they have been made and within 
the waiting period and the extension thereof, if any, in 
order to determine whether they meet the requirements of 
this chapter. 

3. Each filing shall be on file for a waiting period of 
thirty days before it becomes effective. The commissioner 
may extend the waiting period for an additional period not 
to exceed fifteen days if the commissioner gives written 
notice within the original waiting period to the filing 
health service corporation that the commissioner needs 
additional time to consider the filing. 

Upon written application by the corporation, the 
commissioner may authorize a filing which the commissioner 
has reviewed to become effective before the expiration of 
the waiting period or any extension thereof. A filing 
shall be deemed to meet the requirements of this chapter 
unless disapproved by the commissioner within the waiting 
period or any extension thereof. 

4. Under the rules the commissioner has adopted, the 
commissioner may, by written order, suspend or modify the 
requirements of filing as to any kind of contract for 
health services, subdivision thereof, or combination 
thereof, or as to any class of risks, the rates for which 
cannot practically be filed before they are used. The 
orders and rules must be made known to the health service 
corporation affected. The commissioner may make an 
examination as the commissioner deems advisable to 
ascertain whether any rates affected by an order meet the 
standards set forth in section 26.1-17-25. 

26.1-17-27. Disapproval of rate filings. 

1. If within the waiting period or any extension thereof, as 
provided in subsection 3 of section 26.1-17-26, the 
commissioner finds that a rate filing does not meet the 
requirements of this chapter, the commissioner shall send 
to the health service corporation which made the filing 
written notice of disapproval of the filing, specifying in 
what respects the commissioner finds the filing fails to 
meet the requirements of this chapter and stating that the 
filing may not become effective. 
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2. If at any time subsequent to the applicable waiting period 
or extension thereof the commissioner finds that a rate 
filing does not meet the requirements of this chapter , the 
commissione r shall , after a hearing held upon not less 
than ten d ays ' written notice specifying the matters to be 
considered at the hearing to every health service 
corporation which made the filing, issue an order 
specifying in what respects the commissioner finds that 
the filings fail to meet the requirements of this chapter, 
and stating the date, within a reasonable period 
thereafter, as of which the filings are deemed to be no 
longer effective. Copies of the order must be sent to the 
corporation. 

3 . Any person or organization aggrieved with respect to any 
filing which is in effect, except the health service 
corporation which made the filing, may make written 
application to the commissioner for a hearing thereon . 
The application must specify the grounds relied upon by 
the applicant . If the commissioner finds that the 
application is made in good faith, that the applicant 
would be so aggrieved if the applicant's grounds were 
established, and that the grounds otherwise justify 
holding a hearing, the commissioner shall, within thirty 
days after receipt of the application, hold a hearing upon 
not less than ten days ' written notice to the applicant 
and to each corporation which made the filing. If after a 
hearing the commissioner finds that the filing does not 
meet the requirements of this chapter, the commissioner 
shall issue an order specifying the findings and stating 
the date, within a reasonable period thereafter, as of 
which the filing is deemed to be no longer effective. 
Copies of this order must be sent to the applicant and to 
each corporation. 

4. A manual of classifications, rules, rating plans, rating 
formulas, or modifications of any of the foregoing which 
establish standards for measuring variations in hazards or 
expense provisions, or both, and which has been filed 
pursuant to the requirements of section 26.1 - 17 - 26, may 
not be disapproved if the rates thereby produced meet the 
requirements of this chapter. 

26.1-17-28. Information to be furnished subscribers - Hearings and 
appeals of subscribers. Each health service corporation must, within a 
reasonable time after receiving a written request therefor, furnish 
to any subscriber with whom it has a contract and who is affected by 
a rate made by it, or to the authorized representative of the 
subscriber, all pertinent information as to the rate. 

Each corporation must provide reasonable means whereby any 
person aggrieved by the application of its rating system, rating 
formula, or rate may be heard in person or through that person's 
authorized representative on that person ' s written request to review 
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the manner in which the rating system, rating formula, or rate has 
been applied in connection with the contract issued to that person. 
If the corporation fails to grant or reject the request within 
thirty days after it is made, the applicant may proceed in the same 
manner as if the application has been rejected. Any party affected 
by the action of a corporation on such request may, within thirty 
days after written notice of the action, appeal to the commissioner 
who, after hearing held upon not less than ten days' written notice 
to the appellant and to the corporation, may affirm or reverse the 
action. 

26.1-17-29. False or misleading information - Penalty. A subscriber 
under a health service contract or a health service corporation may 
not willfully withhold information from, or give false or misleading 
information to, the commissioner or any statistical agency 
designated by the commissioner, where the information given or 
withheld will affect the rates or premiums chargeable under this 
chapter. Any subscriber or corporation who violates this section is 
guilty of an infraction. 

26.1-17-30. Investment of funds. The funds of any health service 
corporation may be invested only in those investments authorized to 
be made by domestic insurance companies of this state. Investments 
made prior to July 1, 1983, are subject to the requirements for 
authorized investments prior to July l, 1983, and not to the 
requirements for authorized investments after July 1, 1983. 

26.1-17-31. Annual statement. Every health service corporation 
must annually before April second file in the office of the 
commissioner, a verified statement signed by at least two of its 
principal officers, showing the condition of its affairs on the 
preceding December thirty-first. The statement must be in the form 
and must contain the information prescribed by the commissioner. 

26.1-17-32. Investigation and examination. The commissioner, or any 
deputy or examiner designated by the commissioner, has the right, at 
all reasonable times, to free access to all books and records of a 
health service corporation, and may summon and examine, under oath, 
the officers and employees of the corporation in all matters 
pertaining to its financial condition. The corporation must bear 
the expense of any examination of its books and financial condition. 

26.1-17-33. Liquidation Dissolution - Merger - Consolidation. Any 
involuntary liquidation and dissolution of a health service 
corporation is governed by chapter 26.1-07. Any voluntary 
liquidation and dissolution is governed by chapter 10-26. Any 
merger or consolidation of a health service corporation is subject 
to the approval of the commissioner in accordance with the 
procedures set forth in chapter 26.1-07, but the consolidation or 
merger must be accomplished under chapter 10-25. 

26.1-17-34. Hearing procedure and judicial review. 
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1. Any health service corporation aggrieved by any order or 
decision of the commissioner made without a hearir.g may, 
within thirty days after notice of the order to the 
corporation, make written request to the commissioner for 
a hearing thereon. The commissioner shall hear the party 
within twenty days after receipt of the request and shall 
give not less than ten days' written notice of the time 
and place of the hearing. Within fifteen days after the 
hearing, the commissioner shall affirm, reverse, or modify 
the previous action specifying the reasons therefor. 
Pending a hearing and decision thereon, the commissioner 
may suspend or postpone the effective date of the previous 
action. 

2. This chapter. does not require the observance at any 
hearing of formal rules of pleading or evidence . 

SECTION 18. Chapter 26.1 -1 8 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-18-01. Definitions . As used in this chapter: 

1 . "Agent" means a person directly or indirectly associated 
with a health care plan who engages in solicitation or 
enrollment. 

2 . "Basic health care services" means health care services 
which an enrolled population might reasonably require in 
order to be maintained in good health, including as a 
minimum, emergency care, inpatient hospital and physician 
care, and outpatient medical services. 

3. "Enrollee" means a natural person who has been enrolled in 
a health care plan. 

4. "Evidence of coverage" means any certificate, agreement, 
or contract issued to an enrollee setting out the coverage 
to which the enrollee is entitled. 

5. "Health care plan" means any arrangement whereby any 
person undertakes to provide, arrange for, pay for, or 
reimburse any part of the cost of any health care services 
and at least part of the arrangement consists of arranging 
for, or the provision of, health care services, as 
distinguished from mere indemnification against the cost 
of health care services, on a prepaid basis through 
insurance or otherwise. 

6 . "Health care services" means any services included in the 
furnishing to any individual of medical or dental care, or 
hospitalization or incident to the furnishing of such care 
or hospitalization, as well as the furnishing to any 
person of any and all other services for the purpose of 
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preventing, alleviating, curing, or healing human illness 
or injury. 

"Health maintenance organization" means any person who 
undertakes to provide or arrange for one or more health 
care plans. 

8. "Provider" means any physician, hospital, or other person 
which is licensed or otherwise authorized in this state to 
furnish health care services. 

26.1-18-02. Health maintenance organizations authorized - Compliance with 
chapter. Notwithstanding any law of this state to the contrary, any 
person may apply to the commissioner for and obtain a certificate of 
authority to establish and operate a health maintenance organization 
in compliance with this chapter. A person may not establish or 
operate a health maintenance organization in this state, or sell, 
offer to sell, or solicit offers to purchase or receive advance or 
periodic consideration in conjunction with a health maintenance 
organization without obtaining a certificate of authority under this 
chapter. A foreign corporation may similarly apply for a 
certificate of authority under this chapter, subject to its 
registration to do business in this state as a foreign corporation 
under chapter 10-22. 

Every health maintenance organization operating in this state 
as of July 1, 1975, must submit an application for a certificate of 
authority under section 26.1-18-03 before August l, 1975. The 
applicant may continue to operate until the commissioner acts upon 
its application. If the application is denied under section 
26.1-18-06, the applicant must be treated as a health maintenance 
organization whose certificate of authority has been revoked. 

26.1-18-03. Application for certificate of authority - Form - Contents. 
The application for a certificate of authority must be verified by 
an officer or authorized representative of the applicant, must be in 
a form prescribed by the commissioner, and must set forth or be 
accompanied by: 

1. A copy of the basic organizational document, if any, of 
the applicant such as the articles of incorporation, 
articles of association, partnership agreement, trust 
agreement, or other applicable documents, and all 
amendments thereto. 

2. A copy of the bylaws, rules, regulations, or similar 
document, if any, regulating the conduct of the internal 
affairs of the applicant. 

3. A list of the names, addresses, and official positions of 
the persons who are to be responsible for the conduct of 
the affairs of the applicant, including all members of the 
board of directors, board of trustees, executive 
committee, or other governing board or committee, the 
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principal officers in the case of a corporation, and the 
partners or members in the case of a partnership or 
association. 

4. A copy o f any contract made or to be made between any 
providers or persons listed in subsection 3 and the 
applicant. This subsection does not apply to contracts 
between individua l providers, groups of providers, 
individual providers and groups of providers, or between 
other persons who are not applicants. 

5 . A statement generally describing the health maintenance 
organization, its health care plan or plans, its 
facilities, and its personne l . 

6. A copy of the form of evidence of coverage to be issued to 
each enrollee. 

7. A copy of the form of group contract, if any, which is to 
be issued to the employer, union, trustees, or other 
organization . 

8. Financial statements showing the applicant's assets, 
liabilities, and sources of financial support. If the 
applicant's financial affairs are audited by independent 
certified public accountants, a copy of the applicant's 
most recent regular certified financial statement 
satisfies this requirement unless the commissioner directs 
that additional or more recent financial information is 
required for the proper administration of this chapter. 

9. A description of the proposed method of marketing the 
plan . 

10. A description of a financial plan which includes a three 
year projection of the initial operating results 
anticipated, and a statement as to the sources of working 
capital as well as any other sources of funding. 

11. A power of attorney duly executed by the applicant, if not 
domiciled in this state, appointing the commissioner and 
the commissioner ' s successors in office, and duly 
authorized deputies, as the true and lawful attorney of 
the applicant in and for this state upon whom all lawful 
process may be served in any legal action or proceeding 
against the health maintenance organization on a cause of 
action arising in this state. 

12. A statement reasonably describing the geographic area or 
areas to be served. 

13. A description of the complaint procedures to be utilized 
as required under this chapter. 
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14. A description of the procedures and programs to be 
implemented to meet the quality of health care 
requirements in section 26.1-18-05. 

15. A description of the mechanism by which enrollees will be 
afforded an opportunity to participate in matters of 
policy and operation under section 26.1-18-08. 

16. Any other information the commissioner requires to make 
the determinations required under sections 26.1-18-05 
and 26.1-18-06. 

26.1-18-04. Notice of modification - Filing. A health maintenance 
organization must, unless otherwise provided in this chapter, file a 
notice describing any modification of the operation set out in the 
information required by section 26.1-18-03. The notice must be 
filed with the commissioner prior to effecting the modification. If 
the commissioner does not disapprove within fifteen days of filing, 
the modification is deemed approved. 

The commissioner may adopt rules exempting those items the 
commissioner deems unnecessary from the filing requirements of this 
section. 

26.1-18-05. Application for certificate of authority - Review procedure -
Department of health. Upon receipt of an application for issuance of a 
certificate of authority, the commissioner shall forthwith transmit 
copies of the application and accompanying documents to the state 
department of health. 

The state department of health 
applicant for a certificate of authority, 
care services to be furnished: 

must determine whether the 
with respect to health 

1. Has demonstrated the willingness and potential ability to 
assure that the health care services will be provided in a 
manner to assure both availability and accessibility of 
adequate personnel and facilities and in a manner 
enhancing availability, accessibility, and continuity of 
service. 

2. Has established arrangements, 
adopted by the department, for 
health care assurance program 
processes and outcomes. 

in accordance with rules 
an ongoing quality of 
concerning health care 

3. Has established a procedure, in accordance with rules 
adopted by the department, to develop, compile, evaluate, 
and report statistics relating to the cost of its 
operations, the pattern of utilization of its services, 
the availability and accessibility of its services, and 
any other matters reasonably required by the department. 
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Within thirty days of receipt of the application for issuance of a 
certificate of authority, the state department of health must 
certify to the commissioner whether the proposed health maintenance 
organization meets the requirements of this section. If the 
department certifies that the health maintenance organization does 
not meet the requirements, it must specify in what respects it is 
deficient. 

26 . 1- 18- 06 . Review of application by commissioner I ssuance of 
certificate of authority. The commissioner shall issue or deny a 
certificate of authority to any person filing an application 
pursuant to section 26.1 - 18 - 03 within ninety days following receipt 
of the certification from the state department of health given 
pursuant to section 26 . 1- 18- 05. The certificate of authority must 
be issued upon payment of the application fee prescribed if the 
commissioner is satisfied that the following conditions are met: 

1. The persons responsible for the conduct of the affairs of 
the applicant are honest, competent, and trustworthy. 

2 . The state department of health certifies, in accordance 
with section 26.1 - 18 - 05, that the health maintenance 
organization's proposed plan of operation meets the 
requirements of that section . 

3. The health care plan constitutes an appropriate mechanism 
whereby the health maintenance organization will 
effectively provide or arrange for the provision of basic 
health care services on a prepaid basis, through insurance 
or otherwise, except to the extent of reasonable 
requirements for copayments. 

4. The health 
responsible 
obligations 
making this 

maintenance organization is financially 
and may reasonably be expected to meet its 
to enrollees and prospective enrollees . In 

determination, the commissioner may consider: 

a . The financial soundness of the health care plan's 
arrangements for health care services. 

b. A schedule of premium rates with supporting actuarial 
and other data. 

c. The adequacy of working capital. 

d. Any agreement with an insurer, a health service 
corporation, a government, or any other organization 
for insuring the payment of the cost of health care 
services or the provision for automatic applicability 
of an alternative coverage in the event of 
discontinuance of the plan. 

e . Any agreement with 
health care services. 

providers for the provision of 
This subsection does not apply 
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to agreements between individual providers, groups of 
providers, individual providers and groups of 
providers , or be t ween other persons who are not 
applicants. 

f. Any surety bond or deposit of cash or securities 
submitted in accordance with section 26. 1-18 - 23 as a 
guarantee that the obligat i ons will be duly performed. 

5. The enrol lee s will be afforded an opportunity to 
participate in matters of policy and operation pursuant to 
sec tion 26 .1-18 - 08. 

6. Nothing in the proposed method of operation, as shown by 
the informati on submitted pursuant to section 26.1 -1 8 - 03 
or by independent investigation, is contrary to the public 
interest. 

7 . Any deficiencies certified by the state department of 
health have been corrected. 

Denia l of a certificate o f authority is effective only after 
comp l iance with the requirements of section 26. 1-18 - 30 . 

26.1 - 18-07. Powers of organization - Review by commissioner - Filing of 
notice - Disapproval - Rules . The powers of a health maintenance 
organization inc l ude the foll owing : 

1 . The purchase, lease, construction, renovation, operation, 
or maintenance of hospitals, medical facilities, or both, 
and their ancillary equipment, and such property as may 
reasonably be required for its principal office or for 
such other purposes as may be necessary in the transaction 
of the business of the organization. 

2. The making of loans to a medical group under contract with 
it in furtherance of its program or the making of loans to 
a corporation or corporations unde r its control for the 
purpose of acquiring or constructing medical facilitie s or 
hospitals or in furtherance of a program providing health 
care services to enrollees. 

3. The furnishing of health care services through providers 
which are under contract with or employed by the health 
maintenance organization . 

4. The contracting with any person for the performance on its 
beha l f of certain functions such as marketing, enrollment, 
or administration. 

5. The contracting with an insurance company licensed in this 
state, or with a health service corporation authorized to 
do business in this state, for the provision of insurance, 
indemnity, or reimbursement against the cost of health 
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provided by the health maintenance 

in addition to basic health care services, 

a. Additional health care services. 

b. Indemnity benefi ts covering out of area or emergency 
services. 

c . Indemnity benefits, in addi t ion to those relating to 
out of area and emergency services, provided through 
insurers or health service corporations . 

A health maintenance organization must file notice, with adequate 
supporting information, with the commissioner prior to the exercise 
or any power granted in subsection 1 or 2. The commissioner shall 
disapprove the exercise of power if in the commissioner ' s opinion it 
would substantially and adversely affect the financial soundness of 
the health maintenance organization and endanger its ability to meet 
its obligations. If the commissioner does not disapprove within 
thirty days of the filing, it is deemed approved . The commissioner 
may adopt rules excepting from thi s filing requirement those 
activities having a de minimis effect. 

26.1-18-08. Governing body Participation by enrollees. The 
governing body of any health maintenance organization may include 
providers, representatives of providers, other individuals, or a 
combination . The governing body must establish a mechanism to 
afford the enrollees an opportunity to participate in matters of 
policy and operation through the establishment of advisory panels, 
by the use of advisory referenda on major policy decisions, or 
through the use of other mechani sms. 

26 . 1-18-09. Fiduciary responsibilities. Any director, officer, or 
partner of a health maintenance organization who receives, collects, 
disburses, or invests funds in connection with the activities of the 
organization is responsible for the funds in a fiduciary 
relationship to the enrollees. 

26 .1-1 8-10. Licensure of agents - Rulema king . The commissioner may 
adopt any reasonable rules necessary to provide for the licensing of 
agents. 

26.1-18-11. Commissioner may require official bond of officers and 
employees . If the commissioner deems it necessary for the security 
of the funds of a health maintenance organization, the commissioner 
may require an official bond of each officer and each employee of 
the organization in an amount not to exceed the sum of money for 
which each is accountable . 

26.1-18-12. Evidence of coverage 
Contents - Exception . Every enrollee 

- Filing of forms and amendments -
residing in this state is 
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entitled to evidence of coverage under a health care plan. If the 
enrollee obtains coverage under a health care plan through an 
insurance policy or a contract issued by a health service 
corporation, whether by option or otherwise, the insurer or the 
health service corporation must issue the evidence of coverage. 
Otherwise, the health maintenance organization must issue the 
evidence of coverage. 

An evidence of coverage, or amendment thereto, may not be 
issued or delivered to any person in this state until a copy of the 
form of the evidence of coverage, or amendment thereto, has been 
filed with and approved by the commissioner. 

An evidence of coverage must contain: 

1. No provision or statement which is unjust, unfair, 
inequitable, or which encourages misrepresentation, or 
which is untrue, misleading, or deceptive as defined in 
section 26.1-18-24. 

2. A clear and complete statement, if a contract, or a 
reasonably complete summary, if a certificate, of: 

a. The health care services and the insurance or other 
benefits, if any, to which the enrollee is entitled 
under the health care plan. 

b. Any limitations on the services, kinds of services, 
benefits, or kinds of benefits, to be provided, 
including any deductible or copayment feature. 

c. Where and in what manner information is available as 
to how services may be obtained. 

d. The total amount of payment for health care services 
and the indemnity or service benefits, if any, which 
the enrollee is obligated to pay with respect to an 
individual contract, and an indication whether the 
plan is contributory or noncontributory with respect 
to group contracts. 

e. A clear and understandable description of the health 
maintenance organization's method of resolving 
enrollee complaints. 

Any subsequent change may be evidenced in a separate document issued 
to the enrollee. 

A copy of the form of evidence of coverage to be used in this 
state, and any amendment thereto, is subject to the filing and 
approval requirements of this section unless it is subject to the 
jurisdiction of the commissioner under the laws governing health 
insurance companies or health service corporations in which event 
the filing and approval provisions of those laws apply. To the 
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ex t ent, however, t hat those p r ovis i ons d o not app l y, the 
requirements i n t his sect i on are appli cable. 

26.1-18- 13. Coordination of benefits provision. Group health 
maintenance organization contracts may contai n coordination of 
benefits or other insurance provi sions fo r t he contro l of 
overinsurance. The provisions must b e i n accordance with rules 
adopted by the commissioner. 

26.1 - 18- 14. Filing and approval of schedule of charges. A schedule of 
charges for enro l lee coverage for health care services, or amendment 
thereto, may not be used in conjunction with any health care plan 
until a copy of the schedule, or amendment thereto, has been filed 
with and approved by the commissioner. 

The charges must be established in accordance wi th actuaria l 
pr i nciples for various categories of enrollees; provided, that 
charges applicable to an enrollee may not be individually determined 
and based on the status of the enrollee ' s health or physical 
disability. The charges may not be excessive, inadequate, or 
unfairly discriminatory. A certification, by a qualified actuary, 
to the appropriateness of the charges, based on reasonable 
assumptions, must accompany the f i l ing along with adequate 
supporting information. For this purpose, a qualified actuary means 
a member of the American academy of actuaries or any other actuary 
who may be approved for this purpose by the commissioner. 

26.1-18-15 . Disapproval of forms or charges Procedure . The 
commissioner shall, within a reasonable period, approve any form if 
the requirements of section 26.1 - 18- 12 are met and any schedule of 
charges if the requirements of section 26. 1- 18 - 1 4 are met. It is 
unlawful to issue any form or to use any schedule of charges until 
approved. If the commissioner disapproves the filing, the 
commissioner shall notify the person filing. In the notice, the 
commissioner shall specify the reasons for disapproval. A hearing 
must be granted within fifteen days after a request in writing by 
the person filing. If the commissioner does not disapprove any form 
or schedule of charges within thirty days of the filing of the form 
or charges, the form or schedule is deemed approved . 

26 . 1- 18- 16 . Filing of relevant information - Authority of commissioner . 
The commissioner may require the submission of whatever relevant 
information the commissioner deems necessary in determining whether 
to approve or disapprove a filing made pursuant to sections 
26. 1- 18 - 12, 26. 1- 18- 14, and 26. 1-18 -1 5. 

26.1 - 18- 17 . Complaint system - Approval of commissioner - Annual report 
- Contents - Examinations . 

l . A health maintenance organization 
maintain a complaint system which has 
commissioner, a f ter consultation with 
of h e a l t h, t o provide reasonab l e 

must establish and 
been approved by the 
the state department 
procedures for the 
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resolution of written complaints initiated by enrollees 
concerning health care services. 

A health maintenance organization must submit 
commissioner and the state department of health an 
report in a form prescribed by the commissioner, 
consultation with the state department of health, 
must include: 

to the 
annual 
after 
which 

a. A description of the procedures of the complaint 
system. 

b. The total number of complaints handled through the 
complaint system and a compilation of causes 
underlying the complaints filed. 

c. The number, amount, and disposition of malpractice 
claims during the year filed by enrollees of the 
health maintenance organization against the health 
maintenance organization and any of the providers used 
by it. 

3. A health maintenance organization must maintain records of 
written complaints filed with it concerning other than 
health care services and must submit to the commissioner a 
summary report at the times and in the format required by 
the commissioner. The complaints involving other persons 
must be referred to the persons with a copy to the 
commissioner. 

4. The commissioner or the state department of health, or 
both, may examine the complaint system. 

26.1-18-18. Annual report - Form prescribed by commissioner. Every 
health maintenance organization must annually, on or before March 
first, file a report, verified by at least two principal officers, 
with the commissioner with a copy to the state department of health 
covering the preceding calendar year. The report must be on forms 
prescribed by the commissioner and must include: 

1. A financial statement of the organization, including its 
balance sheet and receipts and disbursements for the 
preceding year certified by an independent public 
accountant. 

2. Any material changes in the information submitted pursuant 
to section 26.1-18-03. 

3. The number of persons enrolled during the year, the number 
of enrollees terminated during the year, and the number of 
enrollees as of the end of the year. 
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4. A summary of information compiled pursuant to section 
26.1 - 18- 05 in the form required by the state department of 
health. 

5. Any other information relating to the performance of the 
health maintenance organization necessary to enable the 
commissioner to carry out the commissioner's duties under 
this chapter . 

26.1-18-19. Fees. Every health maintenance organization must 
pay to the commissioner a fee as provided in section 26 . 1- 01 - 07 for 
filing an application for a certificate o f authority or amendment 
thereto and for filing each annual report . 

26 . 1- 18-20. Information furnished to enrollees . Every health 
maintenance organization must annually provide to its enrollees: 

1. The most recent annual statement of financial condition 
including a balance sheet and summary of receipts and 
disbursements . 

2. A description of the organizational structure and 
operation of the health care plan and summary of any 
material changes since the issuance of the last report. 

3 . A description of services and information as to where and 
how to secure them. 

4 . A clear and understandable description of the health 
maintenance organization's method for resolving enrollee 
complaints . 

26 . 1- 18- 21. Open enrollment- Limiting membership. After a health 
maintenance organization has been in operation five years, it must 
have an annual open enrollment period of at least one month during 
which it accepts enrollees up to the limits of its capacity, as 
determined by the health maintenance organization, in the order in 
which they apply for enrollment. A health maintenance organization 
may apply to the commissioner for authorization to impose any 
underwriting restrictions Upon enrollment which are necessary to 
preserve its financial stability, to prevent excessive adverse 
selection by prospective enrollees, or to avoid unreasonably high or 
unmarketable charges for enrollee coverage for health care services. 
The commissioner shall approve or disapprove the application within 
thirty days of its receipt from the health maintenance organization. 

Health maintenance organizations providing or arranging for 
services exclusively on a group contract basis may limit the open 
enrollment to all members of the group or groups covered or to be 
covered by the contracts. 

26 . 1- 18-22. Authorized investments. With the exception of 
investments made in accordance with subsections 1 and 2 of section 
26.1 - 18- 07, the investable funds of a health maintenance 
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organization may be invested only in securities or other investments 
permitted by the laws of this state for the investment of assets 
constituting the legal reserves of life insurance companies or any 
other securities or investments the commissioner permits. 

26.1·18·23. Protection against insolvency - Deposit of bond, cash, or 
securities. A health maintenance organization must furnish a surety 
bond in an amount satisfactory to the commissioner or deposit with 
the commissioner cash or securities acceptable to the commissioner 
in at least the same amount, as a guarantee that the obligations to 
the enrollees will be performed. The commissioner may waive this 
requirement whenever satisfied that the assets of the organization 
or its contracts with insurers, health service corporations, 
governments, or other organizations are such as to reasonably assure 
the performance of its obligations. 

26.1-18-24. Prohibited practices Advertising and solicitation 
Cancellation of enrollees - Name of organization. A health maintenance 
organization, or representative thereof, may not cause or knowingly 
permit the use of advertising which is untrue or misleading, 
solicitation which is untrue or misleading, or any form of evidence 
of coverage which is deceptive. For the purposes of this section: 

1. A statement or item of information is untrue if it does 
not conform to fact in any respect which is or may be 
significant to an enrollee of, or person considering 
enrollment in, a health care plan. 

2. A statement or item of information is misleading, whether 
or not it may be literally untrue, if, in the total 
context in which the statement is made or the item of 
information is communicated, the statement or item of 
information may be reasonably understood by a reasonable 
person, not possessing special knowledge regarding health 
care coverage, to indicate the existence of any benefit or 
advantage or the absence of any exclusion, limitation, or 
disadvantage of possible significance to an enrollee of, 
or person considering enrollment in, a health care plan, 
if the benefit or advantage or absence of limitation, 
exclusion, or disadvantage does not in fact exist. 

3. An evidence of coverage is deceptive if the evidence of 
coverage taken as a whole, and with consideration given to 
typography and format, as well as language, causes a 
reasonable person, not possessing special knowledge 
regarding health care plans and evidences of coverage, to 
expect benefits, services, charges, or other advantages 
which the evidence of coverage does not provide or which 
the health care plan issuing the evidence of coverage does 
not regularly make available to enrollees covered under 
the evidence of coverage. 

An enrollee may not be canceled or nonrenewed except for the 
failure to pay the proper premium for coverage, actual or 
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constructive fraud o r flagrant abuse by the enrollee of the 
provisions of the health care plan, inability to mai~tain a 
therapeutic relationship with any of the health maintenance 
organization ' s primary care physicians , or for other reasons as may 
be adopted by rule by the commissioner. 

A health maintenance organization , unless licensed as an 
insurer, may not use in its name, contracts, or literature, the 
words " insurance ", "casualty" , " surety" , or "mu tua l" , or any other 
words descriptive of the insurance or sure t y business or deceptively 
similar to the name or description o f any insurance or surety 
corporation doing business in this state. 

26 . 1- 18- 25 . Unfair insurance practices - Application to organization. 
Chapter 26.1 - 04 applies to health maintenance organizations, health 
care plans, and related evidences of coverage except to the extent 
that the commissioner determines that the nature of health 
maintenance organizations, health care plans, and related evidences 
of coverage render the chapter or portions thereof clearly 
inappropriate . 

26.1-18-26. Powers of insurers and health service corporations. An 
insurance company licensed in this state, or a health service 
corporation authorized to do business in this state, may either 
directly or through a subsidiary or affiliate organize and operate a 
health maintenance organization under t his chapter. Notwithstanding 
any other law which may be inconsistent herewith, any two or more 
such insurance companies, hea l th service corporations, or 
subsidiaries or affiliates thereof, may jointly organize and operate 
a health maintenance organization . The business of insurance is 
deemed to include the providing of health care by a health 
maintenance organization owned or operated by an insurer or a 
subsidiary thereof. 

Notwithstanding any provision of insurance or health service 
corporation laws, an insurer or a health service corporation may 
contract with a health maintenance organization to provide insurance 
or similar protection against the cost of care provided through 
health maintenance organizations and to provide uninterrupted 
coverage in the event of the failure of the health maintenance 
organization to meet its obligations. The enrollees of a health 
maintenance organization constitute a permissible group under such 
laws. Among other rights under the contracts, the insurer or health 
service corporation may make benefit payments to health maintenance 
organizations for health care services rendered by providers 
pursuant to the health care plan. 

26.1-18-27. Examinations by commissioner and department of health -
Expenses - Acceptance of other examinations . The commissioner may examine 
the affairs of any health maintenance organization as often as 
necessary for the protection of the interests of the people of this 
state but not less frequently than once every three years . 
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The state department of health may make an examination 
concerning the quality of health care services of any health 
maintenance organization as often as necessary for the protection of 
the interests of the people of this state but not less frequently 
than once every three years. 

For the purpose of examinations, the commissioner and the 
state department of health may administer oaths to, and examine, the 
officers and agents of the health maintenance organization and the 
principals of providers with whom the organization has contracts, 
agreements, or other arrangements pursuant to its health care plan. 
To the extent that examinations may require the disclosure of 
personally identifying information relating to either financial 
transactions or medical information concerning a plan enrollee in 
the records of the health maintenance organization or the records of 
a provider with whom the organization has contracts, agreements, or 
other arrangements pursuant to its health care plan, the information 
is to be used for the sole purpose of assessing the quality of care 
provided and the degree of compliance with provisions of this 
chapter. The information is to be held in confidence and may not be 
disclosed except upon the express consent of the enrollee, or 
pursuant to a court order for the production or discovery of 
evidence, or in the event of a claim or litigation between the 
enrollee and the health maintenance organization when the 
information is pertinent. 

The expenses of examinations under this section must be 
assessed against the organization being examined and remitted to the 
commissioner or the state department of health for whom the 
examination is being conducted. 

The commissioner or the state department of health may accept 
an examination or the report of an examination made by the 
commissioner or the state department of health of another state, the 
federal government, or an approved independent accrediting 
organization. 

26.1-18-28. Suspension or revocation of certificate of authority - Grounds 
Procedure - Duty of organization. The commissioner may suspend or 

revoke any certificate of authority issued to a health maintenance 
organization under this chapter if the commissioner finds that any 
of the following exist: 

1. The health maintenance organization is operating 
significantly in contravention of its basic organizational 
document, its health care plan, or in a manner contrary to 
that described in and reasonably inferred from any other 
information submitted under sections 26.1-18-02, 
26.1-18-03, and 26.1-18-04, unless amendments to the 
submissions have been filed with and approved by the 
commissioner. 

2. The health maintenance organization 
coverage or uses a schedule of charges 

issues evidence of 
for health care 
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services which do not 
sections 26.1 - 18- 12 , 
26.1 - 18 - 16. 

compl y with the requirements of 
26.1 - 18 - 14, 26.1 - 18 - 15, and 

3. The health care plan doe s not provide or arrange for basic 
health care services. 

4. 

5. 

6. 

7. 

The state 
commissioner 

department 
that: 

of health certifies to the 

a. The health maintenance organization does not meet the 
requirements of section 26 . 1- 18 - 05; or 

b. The health maintenance organization is unable to 
fulfill its obligations to furnish health care 
services as required under its health care plan. 

The health maintenance organization is no longer 
financially responsible and may reasonably be expected to 
be unable to meet its obligations 
prospective enrollees. 

The health maintenance organization 
implement a mechanism affording the 
opportunity to participate in matters 
operation under section 26.1 - 18 - 08. 

to enrollees or 

has failed to 
enrollees an 

of policy and 

The health 
implement the 
26.1 - 18- 17 in 
complaints. 

maintenance 
complaint 

a manner 

organization 
system required 
to reasonably 

has failed to 
by section 

resolve valid 

8 . The health maintenance organization, or any person on its 
behalf, has advertised or merchandised its services in an 
untrue, misrepresentative, misleading, deceptive, or 
unfair manner. 

9. The continued operation of the health maintenance 
organization would be hazardous to its enrollees. 

10. The health maintenance organization has otherwise failed 
to substantially comply with this chapter. 

A certificate of authority may be suspended or revoked only after 
compliance with the requirements of section 26.1 - 18 - 30. 

When the certificate of authority of a health maintenance 
organization is suspended, the health maintenance organization may 
not, during the period of suspension, enroll any additional 
enrollees except newborn children or other newly acquired dependents 
of existing enrollees, and may not engage in any advertising or 
solicitation . 
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When the certificate of authority of a health maintenance 
organization is revoked, the organization must proceed, immediately 
following the effective date of the order of revocation, to wind up 
its affairs, and may conduct no further business except as may be 
essential to the orderly conclusion of the affairs of such 
organization. It may not engage in any further advertising or 
solicitation whatsoever. The commissioner may, by written order, 
permit any further operation of the organization as the commissioner 
finds to be in the best interest of enrollees, to the end that 
enrollees will be afforded the greatest practical opportunity to 
obtain continuing health care coverage. 

26.1-18-29. Rehabilitation, liquidation, or conservation of health 
maintenance organization. Any rehabilitation, liquidation, or 
conservation of a health maintenance organization is deemed to be 
the rehabilitation, liquidation, or conservation of an insurance 
company and must be conducted under the supervision of the 
commissioner pursuant to the law governing the rehabilitation, 
liquidation, or conservation of insurance companies. The 
commissioner may apply for an order directing the commissioner to 
rehabilitate, liquidate, or conserve a health maintenance 
organization upon any one or more grounds set out in 
section 26.1-07-09. 

26.1-18-30. Administrative procedures. When the commissioner has 
cause to believe that grounds for the denial of an application for a 
certificate of authority exist, or that grounds for the suspension 
or revocation of a certificate of authority exist, the commissioner 
shall notify the health maintenance organization and the state 
department of health in writing specifically stating the grounds for 
denial, suspension, or revocation and fixing a time for a hearing on 
the matter as provided in chapter 28-32. 

The state department of health, or its designated 
representative, must be in attendance at the hearing and must 
participate in the proceedings. The recommendation and findings of 
the department with respect to matters relating to the quality of 
health care services provided in connection with any decision 
regarding denial, suspension, or revocation of a certificate of 
authority, are conclusive and binding upon the commissioner. After 
the hearing, or upon the failure of the health maintenance 
organization to appear at the hearing, the commissioner shall take 
action as is deemed advisable on written findings which must be 
mailed to the health maintenance organization with a copy to the 
state department of health. 

26.1-18-31. Statutory construction and relationship to other laws. 
Except as otherwise provided in this chapter, neither provisions of 
the insurance laws nor provisions of health service corporation laws 
are applicable to any health maintenance organization issued a 
certificate of authority under this chapter. This provision does 
not apply to an insurer or health service corporation licensed and 
regulated pursuant to the insurance laws or the health service 
corporation laws of this state except with respect to its health 
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maintenance organization 
pursuant to this chapter . 

activities authorized and regulated 

Solicitation of enrollees by a hea l th maintenance organization 
granted a certificate of authority, or its representatives, does not 
violate any law relating to solicitation or advertising by health 
professionals. 

Any health maintenance organization authorized under this 
chapter is not deemed to be practicing medicine and is excepted from 
the laws of this state relating to the practicing of medicine; 
provided, however, that a l l providers within the health maintenance 
organization are subject to the licensure laws of their respective 
professions. 

26 . 1-18-32 . Filings and reports are public documents - Confidentiality of 
medical information . All app l ications, filings, and reports required 
under this chapter are public documents. Any data or information 
pertaining to the diagnosis, treatment, or health of any enrollee or 
applicant for enrollment obtained from that person or from any 
provider by any health maintenance organization must be held in 
confidence and may not be disc l osed to any person except to the 
extent that it may be necessary to carry out the purposes of this 
chapter; or upon the express consent of the enrollee or applicant; 
or pursuant to statute or court order for the production of evidence 
or the discovery thereof; or in the event of claim or litigation 
between that person and the health maintenance organization wherein 
the data or information is pertinent. A health maintenance 
organization is entitled to claim any statutory privileges against 
disclosure which the provider who furnished the information to the 
health maintenance organization is entit l ed to claim. 

26.1 - 18-33 . Department of health 's authority to contract . The state 
department of health, in carrying out its obligations under sections 
26.1 - 18 - 05, 26 . 1 - 18 - 27, and 26 . 1- 18- 28, may contract with qualified 
persons to make recommendations concerning the determinations 
required to be made by it. 

26 . 1- 18-34 . Rulemaking authority of commissioner . 
may adopt reasonable rules nece s sary and proper to 
chapter. 

The commissi oner 
carry out this 

26 . 1- 18-35. Adm inistrative fine - Cr iminal penalty . The c ommissioner 
may, in lieu of suspension or revocation of a certificate of 
authority under section 26.1 - 18 - 28, levy an administrativ e penalty 
in an amount not l ess than five hundred dollars nor more than ten 
thousand dollars, if reasonable notice is given of the intent to 
levy the penalty and the health maintenance organization has a 
reasonable time within which to remedy the defect in its operations 
which gave rise to the penalty citation. 

Any person who violates th i s chapter is guilty of a class A 
mi sdemeanor. 
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SECTION 19. Chapter 26.1-19 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-19-01. Interpretation. This chapter must be interpreted 
liberally to achieve the following purposes: 

1. To encourage development of effective and economic methods 
of making legal services available to the public in this 
state. 

2. To allow development of legal service plans and encourage 
experimentation with innovation methods of organizing and 
administering those plans. 

3. To encourage competition among the various entities 
organized under this statute. 

4. To ensure maintenance of a high level of competence and 
adherence to professional standards. 

26.1-19-02. Definitions. As used in this chapter: 

1. "Evidence of coverage" means any certificate, agreement, 
or contract issued to a participant setting out the 
coverage to which the participant is entitled. 

2. "Legal services" means any services normally provided by 
or at the direction of an attorney. 

3. "Participant" means an individual who is enrolled in a 
prepaid legal services plan. 

4. "Prepaid legal services organization" means any person who 
undertakes to provide an arrangement for one or more legal 
service plans. 

5. "Prepaid legal services plan" means any arrangement 
whereby any person undertakes to provide, arrange for, pay 
for, reimburs~ or indemnify on a prepaid basis all or part 
of the cost of legal services and related expenses and 
court costs incurred in the exercise of any legal right, 
but not including payment of fines, penalties, judgments, 
or assessments. 

6. "Provider" means any attorney licensed or otherwise 
authorized to practice law in this state. 

26.1-19-03. Exceptions. This chapter does not apply to: 

1. Commercial insurers licensed or authorized to do business 
in this state or to any nonadmitted insurers. 

2. Retainer contracts made by attorneys with individual 
clients with fees based upon an estimate of the nature and 
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amount of services to be provided to a specific client and 
similar contracts made with a group of clients involved in 
the same or close l y re l ated legal matters. 

3 . Plans providing no benefits other than consultation with 
and advice by an attorney in connection or combination 
with referral services. 

4. The furn i sh i ng of lega l s ervices on an informa l basis, 
involving ne i ther an express contractua l obligation nor 
reasonable expectat i ons , in t he context of an employment, 
membership, educational, or simi l ar r elationship. 

5. Employee welfare bene f it p l ans as defined by the Employees 
Retirement Income Security Act of 1974 [Pub. L . 93 - 406; 
88 Stat. 829] . 

26 . 1-19 - 04 . Establishment of a prepaid lega l services organ ization . 

1 . Notwithstanding any law of thi s state to the contrary, any 
person may apply to the commissioner for and obtain a 
certificate of authority to establish and operate a 
prepaid legal services organization in compliance with 
this chapter. A person may not estab l ish or operate a 
prepaid legal services organization in this state, or 
sell, offer to sell, or solicit offers to purchase or 
receive advance or periodic considerations in conjunction 
with a prepaid legal services plan without obtaining a 
certificate of authority under this chapter. A foreign 
corporation may similarly apply for a certificate of 
authority under this chapter, subject to its registration 
to do business in this state as a foreign corporation 
under chapter 10 - 22. 

2. Every prepaid legal servi ces organization as of July 1, 
1981, must submit an application for a certificate of 
authority under subsection 3. The applicant may continue 
to operate until the commi ssioner acts upon the 
application. If the application is denied under section 
26.1 - 19 - 06, the applicant must be treated as a prepaid 
legal services organization whose certificate of authority 
has been revoked. 

3. The application for a certificate of authority must be 
made in a form prescribed by the commissioner and be 
verified by an officer or authorized representative of the 
applicant and must set forth or be accompanied by: 

a . A copy of the basic organizational documents of the 
applicant, if any, including articles of 
incorporation , partnership agreements, trust 
agreements, or other applicab l e documents . 
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A copy of the bylaws, regulations, or 
documents, if any, regulating the conduct 
internal affairs of the applicant. 

1069 

similar 
of the 

c. A list of the names, addresses, and officia l 
capacities within the organization of all persons who 
are responsible for the conduct of the affairs of the 
applicant, including all members of the governing 
body, the officers and directors in the case of a 
corporation, the partners under a partnership, the 
trustees under a trust agreement, and the members or 
owners under any other organizati onal form. 

d. A statement generally describing the organization, its 
enrollment process, its administrative operations, any 
cost and quality control assurance mechani sms , its 
internal grievance procedure, the method it proposes 
to use to enroll members, the geographic area or areas 
to be served, the location of its office or offices, 
the number of providers to be utilized, and the 
recordkeeping system which will provide documentation 
of the utilizati on of plan benefits by enrolled 
participants. 

e. A power of attorney duly executed by the applicant, if 
not domiciled in the state, appointing the 
commissioner and the commissioner ' s successors in 
office and duly authorized deputies as the true and 
lawful attorneys of the applicant in and for this 
state upon whom all lawful process may be served in 
any legal action or proceeding against the 
organization on a cause of action arising in this 
state . 

f. Copies of all contract forms the organization proposes 
to furnish to enrol led participants. 

g. Copies of all contrac t forms the organization proposes 
to enter into with providers. 

h . Copies of the f orms evidencing coverage to be issued 
to enrolled participants. 

i . Copies of the forms of group contracts, if any, which 
are to be i ssued to employers, unions, trustees, or 
other organizations. 

j. A statement of the financial condition of the 
organization, including income statement, 
sheet, and sources of funds. 

balance 

k. A description of the proposed marketing techniques and 
copies of any proposed advertising materials . 
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1. A schedule of rates with any a v a ilable actuarial and 
other data. 

m. Any other informat ion t h e commissioner requires to 
make the determinations required u nder 
section 26.1 - 19 - 06 . 

26 . 1- 19-05 . State bar association- Advisory committee. 

1. Upon receipt of an app li cation for issuance of a 
certificate of authority, the commissioner shall transmit 
copies of the app l ication and accompanying documents to 
the state bar association of North Dakota. 

2. An advisory committee t o assist the commissioner in the 
development of ru l es governing the conduct or 
organizations authorized under this chap ter is created. 
The committee consists of seven members appointed by the 
board of governors of the s t ate bar association of North 
Dako t a. Members of the commit tee are allowed expenses for 
travel, board, and l odging i n the performance of their 
duties as provided i n s e c t ions 44 - 08 - 04 and 54- 06 - 09. 
Members of the committee have the right to participate in 
any hearing held under t h is chapter, and must receive 
notice of any order or decis i o n of the commissioner. 

26 . 1-19-06 . Issuance of a certificate of authority. The commissioner 
shall issue a certificate of authority to any person filing an 
application within sixty days afte r the filing unless the 
commissioner notifies the applicant during that time that the 
application is not complete or sufficient and the reasons therefor, 
that payment of the fees required by section 26.1 - 19 - 15 has not been 
made, or that the commissioner is not satisfied that: 

1. The basic organizational documents 
combined with the powers enumerated 
permit the applicant to conduct 
services organization . 

of the applicant, when 
in section 26.1 - 19 - 07, 
business as a legal 

2. The organization has demonstrated the intent and ability 
to provide the services in a manner which insures their 
availability and accessibility . 

3. The organization is financially responsible and may be 
reasonably expected to meet its obligations to its 
enrolled participants. In making this determination the 
commissioner shall consider : 

a. Any agreement with an insurer 
organization paying, contracting to pay 
way guaranteeing the provision of legal 
the plan. 

or any other 
for or in any 
services under 
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b. Any agreement with the providers for the furnishing of 
legal services under the plan. 

c. The adequacy of working capital. 

d. Any surety bond or deposit of cash or securities as a 
guaranty that plan services will be performed. 

26.1-19-07. Powers of organization. The powers of a holder of a 
certificate of authority issued pursuant to section 26.1-19-04, in 
addition to any other powers conferred by law, include the 
following: 

1. The purchase, lease, construction, renovation, operation, 
or maintenance of facilities and property reasonably 
required for the delivery of services or for such purposes 
as may be reasonably necessary to the operation of the 
organization. 

2. The furnishing of legal services on a prepaid basis under 
agreements of indemnity with plan enrollees or under 
service contracts with providers who are under contract 
with, employed by, or otherwise associated with the 
prepaid legal services organization. 

3. The marketing and administration of prepaid legal services 
plans, or contracting with any person for the performance 
of these functions on its behalf. 

4. Contracting with an insurance company licensed or 
authorized to do business in this state for the provision 
of insurance, indemnity, or reimbursement against the cost 
of legal services provided by a prepaid legal services 
organization. 

26. 1-19-08. Contract forms. 

1. All contracts or other documents evidencing coverage 
issued by the prepaid legal services organization to 
participants and marketing documents purporting to 
describe the organization's prepaid legal services plan 
must contain: 

a. A complete description of the legal services to which 
the participant is entitled. 

b. The predetermined periodic rate of payment for legal 
services, if any, which the participant is obligated 
to pay. 

c. All exclusions and limitations on services to be 
provided including any deductible or copayment feature 
and all restrictions relating to preexisting 
conditions. 
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d. All criteria by which a participant may be disenrolled 
or denied reenrollment. 

2 . A contract between a legal services organization 
authorized to do business under this chapter and any 
provider or any participant may not contain any provisions 
which require participants to guaranty payment, other than 
copayments and deductibles, to the provider in the event 
of nonpayment by the legal services organization for any 
covered services which have been performed under contracts 
between the participant and the legal services 
organization. 

3. A contract form or amendment may not be issued unless it 
is approved by the commissioner. The contract form or 
amendment is deemed approved thirty- one days after its 
filing with the commissioner unless the commissioner finds 
during this period that the contract form or amendment 
does not comply with the requirements of section 
26.1 - 19 - 06 or subsection 1 of this section. 

26.1-19-09. Control prohibited . A prepaid legal services 
organization may not attempt to control any attorney in the exercise 
of the attorney ' s professional judgment. 

26.1-19-10. Licensing of sales representatives. The sales 
representatives of a prepaid legal services organization are subject 
to the laws pertaining to insurance agents as defined in chapter 
26-17.1. The license or certification for the sales representatives 
must be issued on a form prescribed by the commissioner, and the fee 
therefor is three dollars. 

26.1-19- 11 . Prohibited practices . 

1 . A prepaid legal services organization, or representative 
thereof, may not cause or knowingly permit the use of 
advertising, solicitation, or any form of coverage which 
is false, fraudulent, misleading, or deceptive . For the 
purposes of this section: 

a. A statement or item of information is false if it does 
not conform to fact in any respect which is or may be 
significant to a participant, or a person considering 
participating in a legal service plan. 

b . A statement or item of information is misleading, 
whether or not it may be literally untrue, if, in the 
context in which the statement is made or the item of 
information is communicated, the statement or item of 
information may be reasonably understood by a 
reasonable person, not possessing special knowledge 
regarding legal services coverage, as indicating any 
benefit or advantage or the absence of any exclusion, 
limitation, or disadvantage of possible significance 
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to a participant, or person considering participating 
in a legal services plan, if that benefit or advantage 
or absence of limitation, exclusion, or disadvantage 
does not in fact exist. 

c. An evidence of coverage is deceptive if the evidence 
of coverage taken as a whole and with consideration 
given to typography and format and language is such as 
to cause a reasonable person, not possessing special 
knowledge regarding legal services plans and evidence 
of coverage thereof, to expect benefits, services, or 
changes which the evidence of coverage does not 
provide or which the legal services plan issuing such 
evidence of coverage does not regularly make available 
for participants covered under the evidence of 
coverage. 

2. A participant's coverage may not be canceled or nonrenewed 
except for the failure to pay the charge for that 
coverage, or for other reasons as may be set out in a rule 
adopted by the commissioner. 

3. A prepaid legal services organization may not use in its 
name, contracts, or literature, the words "insurance", 
"casualty", "surety", or "mutual", or any other words 
descriptive of the insurance, casualty, or surety business 
or similar to the name or description of any insurance or 
surety corporation doing business in this state. 

26.1-19-12. Complaint system. 

1. A prepaid legal services organization must establish and 
maintain a complaint system which has been approved by the 
commissioner to provide reasonable procedures for the 
resolution of complaints initiated by participants 
concerning any aspect of the prepaid legal services plans 
operated by the organization. 

2. A prepaid legal services organization must submit to the 
commissioner an annual report in a form prescribed by the 
commissioner which must include: 

3. 

a. A description of the procedure used under the 
complaint system. 

b. The total number of complaints by type handled through 
the complaint system. 

c. The disposition of all complaints filed under the 
system. 

A prepaid legal services organization 
records of complaints, must retain those 
period of three years, and must make 

must maintain 
records for a 
those records 
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available for inspection by the commissioner; provided, 
however, that no information regarding a participant or an 
attorney considered protected by the confidential nature 
of the attorney-c l ient relationship may be divulged 
without written consent of the participant or upon 
appropriate court order. 

4. Complaints alleging misfeasance, malfeasance, or 
nonfeasance on the part of the attorneys or complaints 
alleging violations of the code of professional 
responsibility must be submitted to t he disciplinary board 
of the supreme court for disposition. 

26.1 - 19- 13 . Reports to the commiss ioner . Every prepaid legal 
services organization must annua l ly, on or before March first, file 
a report with the commissioner, verified by an appropriate official 
of the organization, showing its financial condition on the last day 
of the preceding calendar or fisca l year. The report must include: 

l . A financial statement of the organization, including its 
balance sheet and statement of income and expenditures for 
the preceding year prepared by an independent certified 
public accountant . 

2. Any changes in the information submitted initially upon 
application for a certificate of authority under sec tion 
26.1 - 19 - 04. 

3 . Any other information relating to the performance of the 
organization which the commissioner may require to carry 
out the commissioner's duties under this chapter . 

26 . 1-19-14 . Examinations . 

1 . The commissioner shall make an examination of the 
operations of any prepaid legal services organization 
holding a certificate of authority under this chapter . 
The examination must include all contracts, agreements, 
and arrangements for the delivery of services under the 
plan as often as the commissioner deems necessary, but not 
less frequently than once every three years . 

2. The commissioner shall make an examination concerning the 
delivery of legal services of any prepaid legal services 
organization by reviewing any complaints made by 
participants brought against the organization or against 
providers with whom the organization has contrac ts or 
other agreements as often as the commissioner deems 
necessary but not less frequently than once every three 
years . 

3 . Every prepaid legal services organization must make its 
books and records relating to its operations available to 
the commissioner to facilitate the examination. 
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4. The commissioner may not undertake an examination which 
would violate the attorney-client privilege except with 
the written consent of the participant. 

5. For the purpose of examination, the commissioner may issue 
subpoenas, administer oaths to, and examine the officers 
and agents of the prepaid legal services organization, as 
well as any providers of services. 

26.1-19-15. Fees. A prepaid legal services organization must 
pay to the commissioner: 

1. For filing a copy of its application for a certificate of 
authority or amendment thereto, the amount provided by 
section 26.1-01-07. 

2. For filing an annual report, the amount provided by 
section 26.1-01-07. 

3. The expenses of any examinations conducted pursuant to 
aection 26.1-19-14. 

26.1-19-16. Administrative findings and sanctions. 

1. The commissioner, consistent with 
initiate proceedings to determine 
service organization has: 

chapter 28-32, may 
if a prepaid legal 

a. Operated in a manner that materially violates its 
organizational documents; 

b. Materially breached its 
legal services specified 
enrolled participants; 

obligations to furnish the 
in its contracts with 

c. Violated this chapter, or any rule adopted under this 
chapter; 

d. Made any false statement with respect to any report or 
statement required by this chapter or by the 
commissioner under this chapter; 

e. Advertised, marketed, or attempted to market its 
services in a manner which misrepresents its services 
or its capacity to deliver services, or engaged in 
deceptive, misleading, or unfair practices with 
respect to advertising or marketing; or 

f. Attempted to prevent the commissioner from 
performance of any duty imposed by this chapter or 
other laws of this state. 

the 
by 
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2. After providing written notice and an opportunity for a 
hearing pursuant to chapter 28-32, the commissioner shall 
make administrative findings and, as appropriate, may: 

a. Impose a penalty of not more than 
dollars for each unlawful act committed 
chapter; 

five thousand 
under this 

b. Issue an administrative order requiring the prepaid 
legal services organization to cease or modify 
inappropriate conduct or practices by it or any of the 
personnel employed by or associated with it, to 
fulfill its contractual obligations, to provide a 
service which has been improperly denied, or to take 
steps to provide or arrange for any services which it 
has agreed to make available; or 

c. Suspend or revoke the certificate of authority of the 
prepaid legal services organization. 

3 . If its certificate of authority is suspended, the prepaid 
legal services organization may not, during the period of 
suspension, enroll any additional participants and may not 
engage in any advertising or solicitation . 

4. If its certificate of authority is revoked, the prepaid 
legal services organization must proceed under the 
supervision of the commissioner, immediately following the 
effective date of the revocation, to wind up its affairs, 
and may conduct no further business except as may be 
essential to the orderly conclusion of those affairs. The 
commissioner, by written order, may permit further 
operation of the organization if it is in the best 
interest of the participants and will allow the 
participants the greatest practical opportunity to obtain 
continued legal services coverage. 

5. The commissioner may apply to any court for the legal or 
equitable relief deemed necessary to carry out the 
purposes of this chapter. 

26.1-19-17. Statutory construction and relationship to other laws. 
Except as otherwise provided in this chapter , other provisions of 
the insurance laws of this state are not applicable to any legal 
services organization issued a certificate of authority under this 
chapter. 

26.1-19-18. Rulemaking authority of commissioner. The commissioner 
may adopt reasonable rules necessary and proper to carry out this 
chapter . This chapter does not prohibit the commissioner from 
requiring changes in procedure previously approved . 

SECTION 20. Chapter 26.1-20 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 
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26 . 1-20- 01. Title insurance company subject to insurance company 
requirements . Every domest i c or foreign corporation organized for 
the purpose of insuring titles to real property in this state or of 
insuring against l oss by reason o f defective titles thereto, o r 
encumbrances thereon, is subject to and must comp ly with all the 
requirements of the laws of this state made applicable to insurance 
companies generally and the rules of the commissioner, except as 
provided in this chapter or where the laws and rules are 
inconsistent with this chapter. 

26 . 1-20- 02. Capital stock and surplus requirement. A domestic 
corporation organized for the purpose of insuring titles to real 
property in this state or of insuring against l oss by reason of 
defective titles to real property, or encumbrances on real property, 
may not be incorporated unless it has an authorized capital of not 
less than five hundred thousand do ll ars and a surp l us of not less 
than five hundred thousand dollars if a stock company, and a surplus 
of not less than five hundred thousand dollars if a mutual company. 
If the capital or surplus requirements at the time the company was 
incorporated under this chapter were less than the minimum 
requirements provided by this section, the company may maintain 
authorized capital or surplus which satisfies the capital stock or 
surplus requirements in effect at that time. It may issue no policy 
or insurance until at least fifty percent of the minimum capltal 
stock required by this section, and all the surplus requlred, have 
been paid in, the residue of capital stock to be paid in within 
twelve months from the time of filing the articles of incorporation, 
but the commissioner, for good cause shown, may extend the time of 
payment of the residue for the further period of one year . 

26. 1- 20-03. Surplus to constitute guaranty fund Deposit. The 
surplus provided for in section 26.1 - 20-02 constitutes a guaranty 
fund, which must be invested in securities as provided by section 
26.1 - 05 -1 9, and be duly deposited with the commissioner, and the 
commissioner's certification of that deposit must be procured, as 
provided by law. This deposit must be maintained unimpaired and the 
principal of the fund may be applied only to the payment of losses 
and expenses by reason of its guaranty and insurance contracts, but 
the corporation has the right to collect the income from the deposit 
and to substitute other like securities of equal amount and value 
from time to time. 

26.1 - 20-04. Limitation on risks. A title insurance company 
transacting business in this state may not expose itself to l oss on 
any one risk or hazaid to an amount exceeding fifty percent of its 
paid- up capital and surplu s if a stock company, or fifty percent of 
its surplus if a mutual company, unless the excess is reinsured . 

26.1 - 20-05. Title evidence - Examination. A domestic corporation 
organized for the purpose of insuring title to real property in this 
state or of insuring against loss by reason of defective titles to 
real property, or encumbrances on real property, or a foreign 
corporation authorized to do business in this state, may not issue 
any policy, binder, or certificate unless it has secured from a 
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person, firm, or corporation holding a certificate of authority 
under chapter 43 - 01 the record title evidence of the title to be 
insured, and the title evidence has been examined by a person duly 
admitted to the practice of law as provided by chapter 27-11. The 
certificate of authority of any corporation violating this section 
must be revoked as provided by chapter 26.1 - 02 or 26.1-11. 

26.1-20-06. Judgment against corporation Enforcement . If a 
corporation fails to satisfy any judgment against it arising out of 
its liability under any title insurance policy, issued, insured, or 
assumed by it, within thirty days after the finality of the judgment 
becomes fixed, the judgment may be enforced against its guaranty 
fund deposit through the following procedure: 

1. The judgment creditor shall petition the court wherein the 
judgment is entered and as part of the same cause, 
truthfully setting forth the facts regarding the failure 
to satisfy the judgment as required by this section. 

2. Upon the petition the court must direct the issuance of a 
special execution directed to the sheriff of Burleigh 
County, requiring that the sheriff sell so much of the 
securities on deposit as may be required to satisfy the 
judgment and pay the costs of the levy. 

3. The special execution must be executed by the sheriff by 
delivering to the state treasurer and to the commissioner 
a certified copy of the writ of execution together with a 
certified copy of the judgment and of the petition and 
order, and within ten days thereafter there shall be 
delivered to the sheriff sufficient securities to satisfy 
the judgment in full. The sheriff shall sell the 
securities upon execution as in the case of sales of 
personal property upon execution generally. 

SECTION 21. Chapter 26.1 - 21 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-21-01. Definit ions. In this chapter, unless the context or 
subject matter otherwise requires: 

1. "Blanket bond" means a bond which covers collectively all 
public employees and public officials without the 
necessity of scheduling names or positions as a part of 
the bond, and a bond whereby new public employees and new 
public officials entering employment or office during the 
period of the bond are automatically included without 
notice to the fund. 

2 . "Fund" means the state bonding fund. 

3. "Political subdivision" means a county, 
school district, or park district, or any 
local government of this state. 

city, township, 
other unit of 
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4. "Public employee" means any person employed by the state 
or a political subdivision, except for a person employed 
by an occupational and professional board or commission 
under title 43 or by the state bar association. 

5. "Public official" means any officer or deputy, either 
elected or appointed, of the state or a political 
subdivision who is required to be bonded by any law of 
this state, except for an officer of an occupational and 
professional board or commission under title 43 or of the 
state bar association. 

6. "State" means state departments, agenriF>s, industries, and 
institutions. 

26.1-21-02. State bonding fund under management of commissioner. The 
commicsioner shall manage the fund. The fund shall be maintained as 
a fund for the bonding of public employees including those who are 
not specifically required by law to be bonded. All moneys collected 
under this chapter shall be paid into the fund. 

26.1-21-03. Commissioner may employ assistants. The commissioner 
may employ any clerical and other assistants necessary to operate 
the fund. The salaries of all employees together with all other 
expenditures for the operation of the fund shall remain within the 
legislative appropriations for such purposes and shall be paid by 
warrant-check drawn on the state treasury prepared by the office of 
management and budget after the approval of expense vouchers by the 
office of the budget. 

26.1-21-04. Attorney general is attorney for fund. The attorney 
general shall act as attorney for the commissioner in every action 
and proceeding to which the commissioner is a party on behalf of the 
fund. 

26.1-21-05. Investment of fund. Investment of the fund is under 
the supervision of the state investment board in accordance with 
chapter 21-10. 

26.1-21-06. Blanket bond coverage available to state and political 
subdivisions. The fund shall provide coverage as set forth in section 
26.1-21-12 in the form of a blanket bond to state departments, 
agencies, industries, and institutions, and to political 
subdivisions, subject to the approval of the commissioner who may 
exclude certain public employees or groups of public employees. The 
commissioner shall prescribe the kind of blanket bond coverage, with 
or without deductible provisions, available through the fund, the 
procedure to be followed in obtaining blanket bond coverage, and the 
forms for requesting blanket bond coverage. Public officials 
required to be bonded by law may be included in the blanket bond 
coverage, and the blanket bond coverage may be greater but not less 
than the largest stated bond amount as provided in the law for the 
positions. The blanket bond fulfills statutory bonding requirements 
for any position of a public official. 
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26 . 1-21-07. Review of public official and public employee bond coverage. 
Each state agency, department, industry, and institution shall 
annually review the amount of blanket bond coverage of its officers 
and employees. The amount for which the officials and employees 
shall be bonded shall be based upon the amount of money or property 
handled and the opportunity for defalcation. As provided in section 
26.1 - 21 - 06, blanket bond coverage may be greater than but not less 
than the amount provided for such positions in other statutes. 

When conducting an audit examination of state agencies, 
departments, industries, and institutions, the state auditor shall 
evaluate the blanket bond coverage and,· if deemed necessary, shall 
include recommendations for changes in the amount of that coverage 
in the auditor's report. 

26.1-21-08. Report of election or appointment of public official - Payme nt 
of premiums. Before any public official, excluding one whose 
position is covered by a blanket bond, may assume one's duties, the 
state auditor , county auditor, city auditor, township clerk, or 
school district clerk, as the case may be, shall report to the 
commissioner in the manner and form prescribed by the commissioner, 
the election or appointment of the public official and the amount of 
the bond required, and shall remit with the report by check, draft, 
or express or postal money order the premium required under this 
chapter. 

26.1-21-09 . Automatic insurance of state and political subdivisions . The 
public employees and public officials of the state and each 
political subdivision, as the case may be, shall be insured in the 
fund according to this chapter upon application to the fund and upon 
approval by the commissioner. Unless an application is denied 
within sixty days from the date it is received by the fund, the 
application is deemed approved and bond coverage in force . The 
provisions of this chapter and of any statute requiring a bond 
constitute the bond of the public official for the purpose of any 
law of this state requiring the bond and constitute the entire 
contract between the fund and the state or political subdivisions, 
respectively, as the obligee on the bond . 

26.1- 21-10 . Premiums Amount - Payment - Minimum . The premium 
for insurance furnished under this chapter, not including the 
premium for a blanket bond which shall be determined by the 
commissioner, is twenty - five cents per year per one hundred dollars 
of the amount of the required bond. Premiums shall be paid in 
advance by the proper authority of the state or of the political 
subdivision which the public official for whom a bond is required 
was elected or appointed to serve, from its treasury, to the state 
treasurer who shall deposit the premiums in the fund. The state 
treasurer shall issue quadruple receipts therefor. The state 
treasurer shall file one receipt in the treasurer ' s office, and 
shall mail one to the official making the payment, one to the 
commissioner, and one to the state auditor. The minimum premium for 
each bond is two dollars and fifty cents per year. Unless the term 
of office or employment is for a shorter period, payments shall be 
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made for one year or for any longer term prescribed by the 
commissioner. The bonds of all retiring public officials shall be 
transferred to their successors for unexpired terms without any 
additional premium, when written application is made to the 
commissioner. No notice or application is required when a public 
official is covered under a blanket bond. All premiums are waived 
whenever the reserve of the fund reaches three million dollars. The 
collection of premiums shall be resumed whenever the reserve is 
depleted below two and one-half million dollars. 

26.1-21-11. Effect of failure to report election or appointment of public 
official or follow procedure prescribed by commissioner or to pay bond premium -
Penalty. Unless the report required by section 26.1-21-08 is made in 
the case of an individual bond or the procedure prescribed by the 
commissioner is followed in the case of a blanket bond and the 
premium required by section 26.1-21-10 is paid within ten days after 
the service of a public official has begun, the officer whose duty 
it is to make the report or follow the procedure and pay the 
premium, during the term of the default, is liable as a surety on 
the bond of the public official with the same effect and to the same 
extent as if the bond had been signed, approved, and filed as 
otherwise required by law. In addition, any officer guilty of this 
default is guilty of a class A misdemeanor. No compensation may be 
paid to any public official unless the official's appointment or 
election is reported or the procedure prescribed by the commissioner 
is followed, as the case may be, and the premium payment for the 
public official's bond or blanket bond is made to the commissioner 
or a bond has been filed in lieu thereof as provided in this 
chapter. 

26.1-21-12. Condition of bond created by chapter - Limitation. The 
condition of any bond arising under this chapter is limited to that 
of a surety or fidelity bond and provides that the public employee 
or public official, as principal, shall render a true account of all 
moneys and property of every kind that come to the person as a 
public employee or public official, and shall pay over and deliver 
the same according to law. 

26.1-21-13. Default of public employee or public official - Duty of public 
officer - Limitation on filing of claims against fund. Within sixty days after 
the discovery of any default or wrongful act on the part of any 
public employee or public official, for which the fund is or may 
become liable, the state auditor, county auditor, city auditor, 
township clerk, or school district clerk, or the treasurer of the 
state or political subdivision if the defaulting officer is the 
auditor or clerk of the state or political subdivision, and any 
other officer having supervision of a defaulting public employee or 
public official, shall file a claim with the commissioner against 
the fund. Any person injured by the default or wrongful act, if 
that person intends to hold the fund liable, must present the claim 
to the commissioner within sixty days after the discovery of the 
default or wrongful act. If a claim is not filed within the time 
required by this section, the claim is waived. A claim filed under 
this section must contain an abstract of the facts upon which it is 
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based and must be v e rified by the claimant or by someone in the 
c l aimant ' s behalf, and, together with all pape r s relating thereto, 
sha l l remain on file with the commissioner . 

26 . 1- 21 - 14 . Comm issioner to notify state auditor of default of publ ic 
employee or public official - Duty of state auditor. If any publi c employee 
or public official defaults or creates a l i ability against the fund, 
the commissioner shall notify the state auditor , who immediately 
shall check the accounts of that public employee or public official 
and file a report with the commissioner stating the amount, if any, 
due from the fund because of the default or wrongful act. For this 
service, the auditor shall be paid out of the fund the same fees as 
the auditor is paid for auditing the accounts of county officers. 

26 . 1-21-15. Audit of cla ims against fund - Reg ister of cl ai ms. The 
commissioner shall audit"all l iability claims against the iund, and 
the attorney general shall approve the audit. The commissioner may 
prescribe the forms upon which claims must be presented, and may 
administer oaths and examine witnesses in connection with the 
claims. If the commissioner, with the approval of the attorney 
general, finds a claim or any part thereof to be a valid, just, and 
proper charge against the fund, the commissioner shall make and file 
an order to that effect and state therein the amount allowed upon 
the claim. The commissioner shall enter a brief description of 
every claim filed against the fund in a register provided for that 
purpose showing the name of the claimant, the amount and character 
of the claim, the action taken upon the claim, and the date when the 
action was taken. 

26 . 1-21- 16 . Filing c la im is condition precedent to bri nging action -
Failure to act is refusal . An action may not be maintained against the 
fund upon any claim whatever until the claim first has been 
presented for allowance as provided in this chapter and the 
allowance has been refused. Any claim which has not been acted upon 
and allowed or disallowed within sixty days after its presentation 
for allowance is deemed to be refused . The filing and disallowance 
of the claim must be alleged in the complaint in any action brought 
thereon against the fund. 

26 . 1-21-17 . Limitation of time for bring ing ac tion against th e fund . An 
action may not be maintained against the fund upon any claim 
whatever unless the action is commenced within one year after the 
filing of the claim with the commissioner. 

26 . 1-21 - 18. Suit by party injured b y defau lt of publ ic emp loyee or public 
off ic ial - Subrogation - Right of appeal. Any person or corporation 
injured by the default or wrongful act of any public employee or 
public official may sue the public employee or public official and 
to effect recovery from the fund must join the fund as codefendant. 
A judgment must be obtained against the public employee or public 
official to create liability upon the bond. If a judgment is 
obtained against the public employee or public official, it must 
specify that, to the extent to which the fund is liable upon the 
bond of the public employee or publ i c official, the judgment shall 
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be paid out of any moneys in the fund or that may accrue to the 
fund. If a judgment is paid out of the fund, the fund has a right 
to recover and is subrogated to the right of the judgment creditor 
to recover agains t the public employee or public officia l . In al l 
proceedings to enforce the right of subrogation , the commissioner 
shall act for and in behalf of the fund, and in any action or 
proceeding, the commissioner may appeal from any appealab l e order or 
from any judgment against the fund the same as other parties to 
civil actions may appeal. 

26.1 - 21 - 19. Al lowed liabil ity claims payable from fund - Adm inistrative 
ex penses - Methods of payment. All liability claims which are allowed 
against the fund shall be paid upon warrants drawn upon the state 
treasurer against the fund. The office of management and budget 
shall prepare the warrants pursuant to the directions of the 
commissioner. Payments for administrative expenses of the fund 
shall be made within the limitations of legislative appropriations 
upon warrant - checks prepared by the office of management and budget 
after the approval of vouchers by the commissioner. 

26.1 -21- 20 . Commi ssioner may make exa minat ions - Request for accounting 
- Reporting defaulting public official to gove rnor . If the commissioner is 
of the opinion that the interests of the fund are jeopardized by the 
misconduct or inefficiency of any public official, the commissioner 
shall make, or request the state auditor to make, an examination, 
and, if necessary, shall cause an action for an accounting to be 
instituted against the public official for the purpose of requiring 
a complete disclosure of the business of the office of which the 
public official is an incumbent. The action shal l be brought in the 
name of the commissioner as plaintiff, and the court in the action 
may interplead all parties concerned . Whenever the commissioner 
deems it advisable, the commissioner shall make a complaint to the 
governor requesting the governor to institute an investigation with 
the purpose of removing from office any defaulting public official 
or any public official who conducts the affairs of office so as to 
endanger the fund. 

26 . 1- 21 - 21 . Cancellation of liab ility of fund Effect . The 
commissioner, after due investigation and if in the commissioner's 
judgment the interests of the fund require, may cancel the liability 
of the fund for the acts of any public employee or public official. 
The cancellation shall take effect thirty days after written notice 
thereof. The public official whose bond is cance l ed, or the public 
employee whose coverage is canceled under a blanket bond, may 
secure, at one ' s own expense, a bond executed by a duly authorized 
surety company. 

26 . 1-21- 22 . Notice of can cell ation - Right to appeal from cance llation -
Procedure . The commissioner shall notify the public employee or 
public official immediately by registered mail when one ' s bond, or 
coverage under a blanket bond, is ordered canceled, and the· public 
employee or public official has twenty days after the receipt of 
notice to take an appeal from the decision of the commissioner to 
the district court of the judicial district in which the public 
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employee or public official resides. The court shall hear the 
appeal at a day to be fixed by the judge not less than ten days nor 
more than thirty days after the filing of the appeal with the clerk. 
The appellant shal l serve notice of appeal upon the commissioner. 
The court shall try the case without a jury. 

26 . 1-21- 23 . Fund may reinsure risks - Prem ium on reinsurance . The 
commissioner may reinsure any part of any liability in excess of 
twenty- five thousand dollars upon any one public official, or group 
of public officials and public employees under a blanket bond, at a 
cost not exceeding the rate of premium provided for in this chapter, 
and the expense of the reinsurance shall be paid out of the fund . 

26 . 1-21 - 24. Publication of statement of fund - Biennial report . The 
commissioner, on or about the first day of December in each 
odd- numbered year, shall publish in four newspapers of general 
circulation within the state a copy of the statement of the 
commissioner's work and of the condition of the fund during the two 
preceding fiscal years. The commissioner shall submit a biennial 
report as prescribed by section 54- 06 - 04. 

26.1 - 21 - 25. Public official may furnish private bond Pay ment of 
premium for private bond . Any person elected or appointed to office, 
in lieu of the bond provided for in this chapter, may furnish a bond 
issued by a duly authorized surety company, but no officer or board 
of the state or of any political subdivision may pay for the bond 
out of public funds, except for a bond procured to cover an excess 
over the amount carried in the fund. 

SECTION 22 . Chapter 26.1 - 22 of the North Dakota Century Code 
is hereby created and enacted to read as follows : 

26 . 1-22-01 . Definitions . In this chapter, unless the context or 
subject matter otherwise requires : 

1. "Fund" means the state fire and tornado fund . 

2. "Permanent contents" refers only to such public property 
usually kept or used in or about public buildings insu red 
in the fund, and to all public personal property usually 
kept or used in or about all buildings used for public 
purposes, or within one hundred feet [30.48 meters] of all 
such buildings, or while on sidewalks, streets, alleys, 
yards, detached platforms, and in or on railway cars. 
Permanent contents does not include automobiles, trucks, 
tractors, road machinery, or similar property used 
principally outside of such buildings. 

3 . "Political subdivision" includes a county, city, township, 
school district, or park district of this state . 

26 . 1- 22 - 02 . State fire and tornado fund under management of 
commissioner. The commissioner shall manage the fund . The fund shall 
be maintained as a f und to i nsure the various state industries and 
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the various pol i tical subdivisions against loss to the publ i c 
buildings and fixtures and permanent contents therein, through fire, 
lightning, inherent explosion, windstorm, c yclone, and tornado and 
hail, explosion, riot a ttending a strike, a i rcraft, s moke , vehic l es, 
and at the option of the insured the fund shall have the author i ty 
to insure against any other risks of direct physical loss. All 
moneys collected under this chapter shall be paid into the fund for 
use only for the purposes provided for in this chapter. 

26.1 -22 -03. Employment of ass istants - Expenditures from fund . To 
carry out this chapter , the commissioner may utilize any information 
on file in the state fire marshal department and any of the 
employees of the commissioner, and the commissioner may employ 
necessary assistants and incur necessary expenses . All expend i tures 
made for these purposes shall remain within the limits of 
legislative appropriations and shall be paid out of the fund upon 
warrants prepared by the office of management and budget drawn upon 
the state treasurer after the approval of vouchers by the office o f 
the budget. 

26 . 1- 22 -04 . Investment of fund . Investment of the fund is under 
the supervision of the state investment board in accordance with 
chapter 21 - 10. 

26.1-22-05. Public buildings insurable only in fund . The public 
buildings and fixtures and permanent contents therein belonging to 
the state, the various state industries, and the political 
subdivisions, shall be insured under this chapter. No officer or 
agent of the state or of any political subdivision, and no person 
having charge of any public buildings belonging to the state, any 
state industry, or any political subdivision, may pay out any public 
moneys or funds on account of any insurance against loss by fire, 
lightning, inherent explosion, windstorm, cyclone, tornado and hail, 
explosion, riot attending a strike, aircraft, smoke, vehicles, or 
any other risks of direct physical loss, or contract in any manner 
for, or incur any indebtedness against, the state or any political 
subdivision on account of any such insurance upon any of the 
buildings or fixtures and permanent contents therein belonging to 
the state or any political subdivision, except in the manner 
provided in this chapter. 

26 . 1-22-06 . Commissioner to adopt guide lines on insurable va fues for 
state-owned property . The commissioner shall adopt guidelines to be 
used by state agencies, departments, offices, officers, boards, and 
commissions for the purpose of determining insurable values of 
state - owned property for insurance coverage as authorized by law. 

26 . 1-22 -07 . Certain property of state and of Bank of North Dakota 
excepted . This chapter does not apply to farm buildings situated on 
land owned by the state, nor to the property of the Bank of North 
Dakota other than its banking house, furniture, and fixtures located 
in the city of Bismarck. 
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26.1-22-08. Townships and school districts have option as to insurance 
on certain property. This chapter does not apply to the property of 
any township or school district located outside of the incorporated 
limits of a city unless the clerk of the township or school 
district, at the direction of the board of township supervisors or 
the school board, files with the commissioner a written application 
for insurance and a request that the township or school district 
come under this chapter. To be effective, the application must be 
approved in writing by the commissioner. 

26.1-22-09. Public buildings to be reported to commissioner. In each 
odd- numbered year, or upon application for insurance, the state 
board of higher education, and each officer, department, or agent of 
the state and of any industry thereof having in charge any public 
building belonging to the state, and each county auditor, city 
auditor, township clerk, and school district clerk, as the case may 
be, shall report to the commissioner the insurable value of each 
public building, with the exception of buildings insured by private 
insurance companies, and of the fixtures and permanent contents 
therein, with the exception of fixtures and permanent contents 
insured by private insurance companies, belonging to the state or 
political subdivision, and shall supply such other information as 
may be required by the commissioner on forms provided by the 
commissioner. 

26.1-22-10. Commissioner t o provide insurance on all public buildings. 
Upon application the commissioner shall provide for insurance 
against loss by fire, lightning, inherent explosion, windstorm, 
cyclone, tornado and hail, explosions, riot attending a strike, 
aircraft, smoke, vehicles, or any other risks of direct physical 
loss, all in the manner and subject to the restrictions of the 
standard fire insurance policy and standard endorsement, and no 
other hazards, in the fund, on all buildings owned by the state, 
state industries, and political subdivisions, and the fixtures and 
permanent contents in such buildings, to the extent of not to exceed 
the insurable value of such property, as the value is determined by 
the commissioner and approved by the officer or board having control 
of such property, or, in case of disagreement, by approval through 
arbitration. 

All public buildings owned by a political subdivision, in lieu 
of coverage provided for in this section, may at the option of the 
governing body of the political subdivision be insured on the basis 
of competitive sealed bids, through the fund which shall be invited 
to submit a sealed bid or private insurance companies licensed to do 
business in this state, against damage resulting from hazards, which 
include those types of hazards that may be insured against by the 
fund. The governing body may reject any or all such bids. 

All public libraries owned by the state or political 
subdivisions may, in addition to the coverage provided for in this 
section, be covered against damage through vandalism. If this 
coverage cannot be extended to the public libraries situated within 
this state, the libraries may contract for this coverage with 
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private insurance companies; provided, that this coverage meets the 
recommendations of the insurance code of the American library 
association. 

26.1-22-11. Arbitration. In case the commissioner and the board 
or officer having charge of any property are unable to agree upon 
the insurable value of the property, the value shall be determined 
by a recognized appraisal company at the expense of the state 
industry or political subdivision owning the property, if the 
appraisal company arbitrator meets with the approval of both the 
commissioner and the board or officer concerned. If they are unable 
to agree on an arbitrator, then the matter shall be submitted to 
arbitration by a board of arbitration selected as provided by this 
section. The commissioner and the board or officer in charge of the 
property each shall select one competent, disinterested contractor, 
architect, experienced appraiser, appraisal company, or one of the 
membe~s of such board, and the two so chosen shall select a third 
person of similar qualification. The three arbitrators shall 
proceed to determine the insurable value of the property, and the 
decision of the arbitrators, or a majority of them, shall be given 
in writing to the commissioner and the board or officials concerned 
and shall be binding upon both parties. Each party to the dispute 
shall pay the expense and charges of the arbitrator chosen by the 
party, and the expense and the charges of the third arbitrator shall 
be borne equally by both parties to the dispute. The decision by 
the board of arbitration must be made within thirty days from the 
time the matter is submitted to it. Until the commissioner and 
board or officer in charge shall have agreed, or in case of dispute, 
until the decision of the appraisal company or arbitrators, the 
property shall continue to be valued in the same amount as 
previously, or in case of new buildings or property, in the amount 
fixed by the commissioner. The same procedure shall be followed in 
case of new construction or in any increase or decrease in values. 

26.1-22-12. Policy fee. For each insurance policy issued, the 
commissioner shall collect a fee of ten cents per thousand dollars, 
but the fee may not be less than two dollars. 

26.1-22-13. Reserve balance Payment of loss. All assessments, 
interest, and profits on investments and all other income of the 
fund shall be added to a reserve balance within the fund. All 
losses incurred and operating expenses appropriated by the 
legislative assembly shall be paid from the reserve balance in the 
manner provided by law. 

26.1-22-14. Assessments and reporting of premiums and losses. If the 
reserve balance is less than twelve million dollars, the 
commissioner shall determine the amount of money necessary to bring 
the reserve balance up to twelve million dollars and the 
commissioner shall then levy an assessment against every policy in 
force with the fund on all public property. The assessment shall be 
computed as follows: 
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The eighty percent or ninety percent coinsurance rate 
established by the insurance services office for each insured 
property to which the eighty percent or ninety percent 
coinsurance rate may be applicable, and the full rate 
established for properties to which the eighty percent or 
ninety percent coinsurance rate is not app l icable under the 
rules of the insurance services office, shall be applied to 
the amount of insurance provided in each policy and the result 
of the applicat ion of the rate to the amount of insurance 
shall set the tentative assessment to be made against the 
policy. The total of all tentative assessments shall then be 
ascertained. The percentage of the assessment necessary to 
restore the reserve balance to the sum of twelve million 
dollars shall then be computed and collected on each policy; 
provided, that until t he reserve balance shall reach twelve 
million dollars, · the assessment shall be in an amount 
determined by the commissioner but in no event in excess of 
sixty percent of the rates set by the insurance services 
office unless the reserve balance is depleted below three 
million dollars. In case of a fractional percentage the next 
higher whole percent shall be used in such computation . 

The commissioner shall submit no t later than December 
thirty-first of each odd- numbered year, all data concerning premiums 
written and losses incurred during the previous biennium ending July 
thirty- first to the insurance services office so that the experience 
of the fund may be included in the computation of rates to apply to 
the classes of business written by the fund. 

26 . 1-22-15 . Collection of premiums and assessments . The 
commissioner, as soon as possible after providing for the insurance 
of any property belonging to the state or a political subdivision, 
shall certify to the board or officer in charge of the property the 
amount of premium or assessment due from the state, state industry, 
or political subdivision . The certificate must give the name, 
location, and description of the property insured, the amount of 
insurance written thereon, and the amount of the premium or 
assessment. The proper officer shall remit to the commissioner the 
amount of the premium or assessment within sixty days after the date 
of the certification. The commissioner shall deposit the premiums 
and assessments with the state treasurer to the credit of the fund. 
If the premiums or assessments are not paid within sixty days after 
the date on which they are certified, they shall bear interest at 
the rate of six percent per annum and collection thereof may be 
enforced by appropriate action. The attorney general and the 
state ' s attorney of the several counties shall bring appropriate 
actions to enforce the collections of the premium and assessment 
upon request of the commissioner. Payment of the premiums or 
assessments certified pursuant to this section may be made by any 
state department, officer, board, institution, or agency and by any 
political subdivision, out of any available funds, notwithstanding 
that no specific appropriation or tax levy has been made therefor. 
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26.1-22-16. Rejection of certain risks. If the commissioner finds 
that any risk is unreasonably hazardous, the commissioner may 
require the board or officer having control of the risk to make any 
improvements or changes necessary to remove the extra hazard. If 
the board or agency fails to make the improvements or changes within 
six months after the demand by the commissioner, the commissioner 
may cancel the insurance on the renewal upon thirty days' notice. 
No cancellation may be made by the commissioner without the approval 
of the industrial commission. If a dispute arises between the 
commissioner and the board or official having control of the risk, 
either as to the insurability thereof or as to the compliance by the 
board or officer with the requirements of the commissioner, the 
dispute shall be submitted to a board of arbitration as provided in 
section 26.1-22-11 and the decision of the board of arbitration is 
binding on both parties. If the insurance on any risk is canceled 
as provided in this section, the board or officer in charge of the 
risk ~ay procure insurance from any authorized insurance company, 
and the premium is a proper charge against the state, state 
industry, or political subdivision owning the property. 

26.1-22-17. Loss How paid. All losses occasioned by the 
hazards provided for by this chapter shall be paid out of the fund 
in an amount not exceeding the amount of the insurance upon any 
particular risk. The loss upon any building or property insured in 
the fund, whether totally destroyed or partially damaged by reason 
of the hazards, shall be adjusted by the commissioner or a duly 
authorized adjuster or adjusting company. Immediately upon the 
happening or occasion of any such loss or damage, the officer, 
board, or agency having charge or control of the property destroyed 
or damaged shall notify the commissioner by telegram or in writing, 
giving the description of the property, the amount of insurance 
carried, the probable amount of loss or damage, and the probable 
cause of loss or damage. The officer, board, or agency having 
control of the damaged property may not disturb the property except 
as provided in the policy until the commissioner or the 
commissioner's agent has adjusted the loss or has given notice that 
the information on which the adjustment is to be made has been 
secured. Allowances for loss and damage to insured property shall 
be paid out of the fund upon warrants drawn by the office of 
management and budget upon the state treasurer against the fund 
after the submission of a voucher prepared by the commissioner to 
the office of management and budget specifying the amount to be paid 
and the payee to whom the warrants shall be drawn. However, if at 
any time due to a catastrophe or disaster, or a succession of 
catastrophes or disasters, the reserve balance has been depleted 
below two million dollars, the commissioner may, with the approval 
of the industrial commission, issue premium anticipation 
certificates in an amount sufficient to bring the reserve balance up 
to two million dollars. The premium anticipation certificates shall 
be issued for a period of from ten to twenty years, as determined by 
the commissioner with the approval of the industrial commission, and 
the interest and principal shall be paid and retired by assessments 
levied on all policies in force with the fund. To retire these 
premium anticipation certificates, the commissioner shall levy a 
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sp ecia l assessment agai nst all property i nsured in the fund; 
however, the t otal o f a ll asse ssment s and premiums provided f or in 
section 26.1 - 22 -1 4 may not exceed t h e full bureau rate. Any state 
department may inves t its f unds in the purchase of the premium 
ant icipation certificates. 

26 . 1-22-18. Arbitration of loss. In case an agreement as to the 
amount of loss sustained by any bu i ldi ng or property insured under 
this chapte r cannot b e arrived a t between the commissioner or the 
commissioner's representative and the person or board representing 
the state or political subdivision owning the building or property, 
the loss may be arbitrated as provided by law. 

26.1 - 22-19 . Repair or replacement of destroyed buildings . If the 
commissioner and the insured agree that the fund shall repair or 
rep l ace the building destroyed or damaged, no repairs, rebuilding, 
or rep l acement may be undertaken by the commissioner or any 
employees of the commissioner, but if they are deemed necessary or 
proper in any case, they shall be performed by independent 
contractors. The cost of any repairs, rebuilding, or replacements 
may not exceed the amount of the insurance carried upon the 
particular risk. 

26.1 - 22 - 20. Replacement of policies. A pol i cy of insurance in 
force on August 1, 1943, on property not heretofore required by law 
to be insured by the fund, may not be canceled by the commissioner, 
but all such risks, when the policy covering the same lapses, 
expires, or otherwise is canceled, shall be insured in accordance 
with this chapter. The amount of the insurance carried by the fund 
shall be increased or decreased from time to time so as to maintain 
at a l l times on the insured property the amount of insurance 
required by this chapter. All reinsurance policies taken or held by 
the fund shall be canceled as of August 1, 1943, and all returned 
premiums thereon shall be added to the reserve fund. 

26 . 1-22-21 . Insurance required Excess loss reinsurance. The 
commissioner shall procure and shall keep in force, an excess loss 
r einsurance contract naming the fund as the reinsured. The 
re i nsurance contract shall meet the following minimum 
specifications: 

1. Reimburse the fund for all losses in excess of one milli on 
dollars incurred by the fund under policies issued by the 
fund and arising out of each occurrence of a peril 
included in the fund policies. 

2. The limit of liability of such reinsurance contract shall 
be no less than one hundred million dollars for each loss 
occurrence and one hundred million dollars as re s pects all 
loss occurrences during each twelve - month period . 

3. A sixty- day cancellation notice. 
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The cost of the excess loss reinsurance shall be paid out of the 
premium income of the fund. This excess loss reinsurance shall be 
procured by the commissioner and the fund only through bids as 
hereinafter provided and shall be written only by a company or 
companies authorized to do business within this state. The contract 
shall be negotiated with and countersigned by a licensed North 
Dakota resident insurance agent. On or before the third Monday in 
June of each odd-numbered year the commissioner shall publish in the 
official newspaper of Burleigh County a notice that on the last 
Monday in June of that year the commissioner will accept bids at the 
commissioner's office in the state capitol. A copy of the notice 
shall be posted at the office of the fund. A copy of the notice 
shall be mailed to each insurance company licensed to write fire 
insurance in this state. On the last Monday in June of each odd
numbered year, the commissioner, with the approval of the industrial 
commission, shall contract for the excess loss reinsurance with the 
company or group of companies submitting the lowest and best bid for 
the two-year period commencing on the ensuing first day of August. 
The commissioner, with the approval of the industrial commission, 
may disregard this section after the commissioner and the commission 
have studied the available bids for the reinsurance required by this 
section. 

26.1-22-22. Commissioner may waive subrogation rights during 
construction. The commissioner may, in the commissioner's discretion, 
waive any right of the fund to recover for damage sustained by any 
public structure as a result of fire or explosion caused by a 
contractor, its employees or agents, in the performance of a 
contract for the alteration of, or the construction of an addition 
to, a public building insured in the fund. 

SECTION 23. Chapter 26.1-23 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26.1-23-01. Unsatisfied judgment fund - Administration of the fund by 
commissioner - Appropriation. The commissioner shall administer the 
unsatisfied judgment fund. The commissioner shall perform all 
duties and responsibilities in regard to the fund not otherwise 
delegated to the attorney general or the state treasurer under this 
chapter. Judgments recovered under this chapter shall be paid from 
moneys deposited in the fund and the moneys are hereby appropriated 
for such purpose. The expenses arising from administration of the 
fund shall be paid from the fund within the limits of legislative 
appropriation. 

26.1-23-02. Attorney general - Appointment of counsel. The attorney 
general shall appoint a special assistant attorney general as legal 
counsel for the fund pursuant to section 54-12-08 and the special 
assistant attorney general may perform all the duties and 
responsibilities in regard to the fund delegated to the attorney 
general under this chapter. The attorney general at the attorney 
general's discretion may appoint special counsel to defend the fund. 
The trial judge of the district court shall fix the amount of the 
special counsel's fees and expenditures, and certify the amount to 
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the attorney genera l who , after approving, shal l certify the amount 
to the commi ssioner . 

26 . 1- 23-03 . Additional registration fee - Depos it in fund - Suspension of 
fee . At the time of registering a motor vehic l e, the owner shall 
pay to the registrar of motor vehic l es in addition to the 
registration fees, a fee of one dollar for each motor vehicle 
registered . The fees shall be deposited with the state treasurer, 
who shall credit the fees to the unsatisfied judgment fund. If on 
June first of any year the amount of uncommitted money in the fund 
is three hundred thousand dollars or more, the requirement for the 
payment of the fee is suspended during the succeeding year and until 
the year in which the fee is reimposed. The fee shall be reimposed 
for any year whenever on June first of the previous year the 
uncommitted amount of the fund is less than three hundred thousand 
dollars. 

26.1 -23-04 . Recovery from fund . Where any person, who is a 
resident of this state, recovers in any court in this state a 
judgment for an amount exceeding three hundred dollars in an action 
for damages resulting from bodily injury to , or the death of, any 
person occasioned by, or arising out of, the ownership, maintenance , 
operation, or use of a motor vehicle by the judgment debtor in this 
state, upon the judgment becoming final, the judgment creditor may, 
in accordance with this chapter, apply to the judge of the district 
court in which the judgment was rendered, upon notice to the 
attorney general , for an order directing payment of the judgment out 
of the fund . Upon the hea r ing of the application, the judgment 
creditor shall show : (1) that the creditor has obtained judgment as 
set out in this section, stating the amount thereof and the amount 
owing thereon at the time of the appl i cation; ( 2 ) that the creditor 
has caused an execution to be issued thereon, and that (a) the 
sheriff has made a return thereon showing that no property of the 
judgment debtor liable to be seized in satisfaction of the judgment 
debt , could be found, or (b ) the amount realized on the sale of 
property seized, or otherwise realized under the execution, was 
insufficient to satisfy the judgment, stating the amount so realized 
and the balance remaining due thereon ; (3 ) that the creditor has 
caused the judgment debtor, where the debtor is available, to be 
examined pursuant to law for that purpose, touching the debtor ' s 
property, and in particular as to whether the debtor is insured 
under a policy of automobile insurance against loss occasioned by 
the debtor ' s legal liability for bodily injury to, or the death of, 
another person; (4) that the creditor has made an exhaustive search 
and inquiry to ascertain whether the judgment debtor · is possessed of 
property, real or personal, liable to be sold or applied in 
satisfaction of the judgment; and ( 5) that as a result of the 
search, inquiry, and examination, the creditor has learned of no 
property possessed by the judgment debtor a nd liable to be sold or 
applied in satisfaction of the judgment debt, or that the creditor 
has learned of certain property, describing it , owned by the 
judgment debtor and liable to be seized o r applied in satisfaction 
of the judgment, and has taken al l necessary proceedings for the 
r ealization thereof, and that the amount thereby realized was 
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insufficient to satisfy the judgment, stating the amount so realized 
and the amount remaining due thereon . 

26.1 -23 -05. Recovery from fund when liability cannot be dete rmined . 
When bodily injury to, or the death of, any person who is a resident 
of this state is occasioned by or arises out of an accident caused 
by the operation , maintenance, or use of a motor vehicle in this 
state and the identity of the person against whom an action might be 
brought for the recovery of damages for the bod i ly i n j ury or death 
resulting from the accident cannot be ascertained, any person who 
would be entitled to bring the action to recover damages may bring 
an action in the district court of the county in which the accident 
occurred within six months from the date of the accident against the 
unsatisfied judgment fund, by service upon the commissioner and the 
attorney general, for the recovery of the damages from the fund, 
provided notice of the accident was given to some police officer 
immediately after the accident occurred and the name of the officer 
is alleged in the complaint. A payment may not be made from the 
fund in satisfaction of any judgment obtained in the action in 
excess of five thousand dollars, exclusive of costs, for bodi l y 
injury to, or the death of, any one person, nor in excess of ten 
thousand dollars for any one accident . 

This section does not limit the liabilities or remedies of any 
person on the cause of action, growing out of the accident for which 
suit was brought against the fund, but the fund is subrogated to the 
rights of any person who has obtained judgment under this section, 
to the extent that the fund has made payment in satisfaction 
thereof. 

26.1-23 -06 . Attorney general may appear. Section 26.1 - 23 - 04 does 
not apply in the case of any judgment entered by default, unless the 
commissioner and the attorney general have been given at least 
thirty days ' notice prior to the entry of judgment, to which notice 
shall be attached a copy of the summons and complaint . Upon receipt 
of the notice, the attorney general may enter an appearance, file a 
defense, appear by counsel at the trial, or take any other action 
the attorney general deems appropriate on behalf and in the name of 
the defendant, and may thereupon, on behalf and in the name of the 
defendant, conduct a defense, and all acts done in accordance 
therewith shall be deemed to be acts of the defendant . The attorney 
general may appear and be heard on any application for payment from 
the fund and may show cause, if any, why the order applied for 
should not be made. 

26 . 1-23-07 . Appeal from order . An order made under section 
26.1 - 23 - 04 is subject to appeal to the supreme court by the judgment 
creditor, or by the attorney general, in the manner provided by law 
for the taking of appeals from final orders in a civil action . 

26 . 1- 23 -08. Limitation on amount payable from fund - Nonassignable. 

1. Recovery from the fund is limited to payment of the 
following, exc l us i ve of costs : 



1094 CHAPTER 332 INSURANCE 

a. Ten thousand do l lars for bodily injury, including 
death, of one person in any one accident. 

b. Twenty 
death, 

thousand dollars for bodily injury, including 
of two or more persons in any one accident. 

2. The amount authorized to be paid must be within the limits 
provided by this section , and shall be determined as 
follows: 

a. If the judgment creditor has effected collection of a 
portion of the judgment from any source, except as 
provided for in subdivisions b and c , the fund is 
authorized to pay the creditor the difference between 
the amount coll e cted and the amount of the judgment, 
or ten thousand dollars, whichever is smaller. If the 
judgment creditor has col l ected an amount equal to the 
limits payable fro m the fund from the insurance or 
nonexempt assets of the judgment debtor, then the 
creditor is precluded from recovery from the fund . 

b. If the judgment creditor has effected collection of a 
portion of the judgment from payment from the 
workmen ' s compensation bureau, then the amount 
collected from that source shal l be subtracted from 
the judgment before the procedure outlined in 
subdivision a is followed. 

c. If the judgment creditor was covered by an uninsured 
motorist insurance policy at the time of the accident, 
then the maximum liability limit of that policy must 
first be subtracted from the j udgment before the 
procedure outl i ned i n subdivision a is followed . If 
the maximum liabi l ity limi t of the policy is equal to 
the limits payable from the fund, then no recovery 
from the fund is allowed. 

The right of any person to recover from the unsatisfied judgment 
fund is not assignable and subrogation of the right is not al l owed. 

26 . 1-23-09 . Order on state treasurer to pay judgment. If the court 
is satisfied of the truth of the matters shown by the judgment 
creditor as required by section 26.1 - 23 - 04, and i f the applicant has 
taken all reasonable steps to enforce the collection of the 
judgment, and if there is good reason for believing that the 
judgment debtor has no property liable to be sold or applied in 
satisfaction of the judgment or of the balanc e owing thereon and is 
not insured under a policy of automob i l e insurance by the terms of 
which the insurer is liable to pay, in whole or in part, the amount 
of the judgment, the court shall make an order directed to the state 
treasurer requiring the treasurer, subject to section 26 . 1-23 - 08, to 
pay from the unsatisfied judgmen t fund the amount of the judgment or 
the balance owing thereon, and the state treasurer shall comply with 
the order . 
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26.1-23-10. Judgment assigned to state. Before making any payment 
from the unsatisfied judgment fund on any judgment in compliance 
with an order, the state treasurer shall require the judgment 
creditor to assign the judgment to the state treasurer for the use 
and benefit of the fund. 

26.1-23-11. Order of payment from fund - Prorate distribution. If, at 
the time of the filing of the order, there is not sufficient moneys 
in the unsatisfied judgment fund to satisfy the order, the order 
shall be registered by the state treasurer and shall be paid when 
the moneys are available in the fund and subsequent orders shall be 
paid in the order of registration. If more than two judgments are 
obtained against a judgment debtor upon causes of action arising out 
of one accident and the aggregate amount due, after crediting any 
collections, exceeds twenty thousand dollars, the court in making 
its order shall direct that the state treasurer shall prorate the 
distribution from the fund in the proportion which each judgment or 
the balance unpaid thereon bears to the sum of twenty thousand 
dollars. 

26.1-23-12. Amount to be repaid before privileges restored - Interest -
Installment payments - Compromise of amount due. Where the operator's 
license or driving privileges of any person, or the registration of 
a motor vehicle registered in the person's name, has been suspended 
or revoked pursuant to the laws of this state, and the state 
treasurer has paid from the fund any amount toward the satisfaction 
of a judgment and costs recovered against the person, the suspension 
or revocation may not be removed, nor the operator's license or 
driving privileges or registration restored, nor any new license or 
driving privilege issued or granted to or registration be permitted 
to be made by the person until the person has repaid in full to the 
state treasurer the amount paid from the fund, together with 
interest thereon at the rate of six percent per annum from the date 
of payment, and has furnished proof of financial responsibility as 
required by the laws of this state. The court in which the judgment 
was rendered, may, upon ten days' notice to the attorney general, 
make an order permitting payment of the amount in installments, and 
in this case, the person's operator's license, driving privileges, 
or registration privileges, if the same have been suspended or 
revoked, or have expired, may be restored and shall remain in effect 
unless the person defaults in making any installment payment 
specified in the order. In the event of any default, the 
commissioner shall, upon notice of default, suspend the person's 
operator's license, driving privileges, or registration privileges 
until the amount of default has been paid in full and the additional 
sum of two hundred dollars has been paid to the fund to be applied 
to the judgment. The judgment debtor may petition the court in 
which the judgment was rendered for a compromise of the judgment. 
The court in its discretion, upon notice to the attorney general, 
may order a compromise if the court is satisfied that a compromise 
would be in the interests of justice and that the fund would benefit 
therefrom. Upon payment in full of the compromised amount, the 
attorney general shall issue a satisfaction of judgment to the 
judgment debtor. A compromise may not be ordered which is less than 
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f i ve hundred dollars o r twenty percent of the judgment, whichever 
amount is greater . 

SECTION 24. Chapter 26.1 - 24 of the North Dakota Century Code 
is hereby created and enacted to read as fo llows: 

26 . 1-24-01. When premium payable. An insurer is entitled to 
payment of the premium as soon as the th i ng insured is exposed to 
the peri l insured against. 

26 . 1-24 -02. Receipt for premium in pol icy - Effect. An acknowledgment 
in a policy of the receipt of premium i s conclusive evidence of its 
payment so far as to make the policy bi nding, notwithstanding any 
stipulation in the policy that i t i s not bindi ng until the premium 
actually is paid . 

26 .1 - 24- 03. When insured entitled to return of premium . A person 
insured is entitled to a return of premium, including all policy 
fees in excess of two dollars, on any one policy, and all other sums 
of money paid in consideration o f the policy of insurance, as 
follows : 

l . To the who l e premi um, fee, or other sums if no part of the 
insured ' s interest in the thing insured is exposed to any 
of the perils insured against . 

2. To the whole of the premium when the contract is voidable 
on account of the fraud or misrepresentation of the 
insurer or on account of facts of the existence of which 
the insured was ignorant wi thout the insured ' s fault, or 
when by any default of the insured other than actual 
fraud, the insurer never incurred any li ability under the 
policy. 

3. When insurance other than life is made for a definite 
period of time and the insured surrenders the policy, to 
such proportion of the premium, fee, or other sum as 
corresponds with the unexpired time upon the amount of the 
policy remaining after deducting therefrom any claim for 
loss or damage under the policy which has accrued 
previously. 

26 . 1-24-04 . Premium return in cases of overinsurance . In cases of 
overinsurance, the insured is entitled to a return of the premium as 
fol l ows: 

1 . In overinsurance by several insurers, to a ratable return 
of premium proportioned to the amount by which the 
aggregate sum insured in all the policies exceeds the 
value of the thing at r i sk. 

2 . In overinsurance effected 
insurers contribute to the 

by simu l taneous policies, the 
premium to be returned in 
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proportion to the amount insured by their respective 
policies. 

3. In overinsurance effected by successive policies, those 
only contribute to a return of the premium who are 
exonerated by prior insurance from the liability assumed 
by them and in proportion as the sum for which the premium 
was paid exceeds the amount for which, on account of prior 
insurance, they could be made liable. 

26.1-24-05. Surrender of fire insurance policy for cancellation - Return 
of premium - Short-term rates. The holder of any policy of insurance 
against loss or damage to property by fire or other casualty, 
notwithstanding any provision thereof or contract to the contrary, 
may surrender the policy for cancellation at any time. Upon 
surrender, the company issuing the policy shall retain or receive 
such proportion, and not more, of the premium paid or agreed to be 
paid, including policy fees in excess of two dollars on any one 
policy and other sums of money paid or agreed to be paid in 
consideration of the policy of insurance, as corresponds with the 
usual short rates upon term policies as adopted and maintained by 
the organization which promulgates rates for fire insurance on 
property situated in this state for the time the policy remained in 
force. 

26.1-24-06. Earned premium. If a peril insured against has 
existed and the insurer has been liable for any period, however 
short, the insured is not entitled to a return of premium so far as 
that particular risk is concerned unless the insurance was for a 
definite period of time, in which case the insured is entitled to a 
proportionate return under sections 26.1-24-03 and 26.1-24-05. 

26.1-24-07. Forfeiture of policy for nonpayment of premium - Notice 
required. A policy of insurance may not be forfeited, suspended, or 
impaired, by virtue of any condition or provision thereof, for 
nonpayment of any note or obligation taken for the premium, or any 
part thereof, unless the insurer, not less than thirty days prior to 
the maturity of the premium, note, or obligation, mails, postage 
prepaid, to the insured at'the insured's usual post-office address, 
a notice stating: 

1. The date when the note or obligation will become due. 

2. The amount of principal and interest that then will be 
due. 

3. The effect of nonpayment upon the policy. 

4. The right of the insured, at the insured's election, 
either to pay the premium in full and keep the policy in 
full force or to terminate the insurance by surrendering 
the policy and paying such part of the whole premium as it 
shall have earned. 
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5. The amount which the insured lawfully i s required to pay 
or whi ch , on account of previous payment, may be due the 
insured, in case of the insured ' s election to terminate 
the insurance on the day o f t he maturity of the premium, 
no t e, or obligation. 

26 . 1-24 -08 . Security agreement to secure premium payment must be in 
separate instrument Penalty. It is u n l awfu l for any insurance 
company, or any agent or so l icitor the r efor within this state, to 
take or procure to be taken upon the property to be insured, or upon 
any other property, a security agreement securing the payment of the 
premium due or to become due, including po l icy fees , or any part 
thereof, unless the security agreement is printed or written upon a 
paper which is separate and distinct from the application. Any 
security agreement given in violation of this section is void. Any 
insurance company violating this section is guilty of a class A 
misdemeanor, and forfeits its right to do business in this state. 

26 . 1-24- 09 . Sale or negotiation of premium note prohibited - Penalty. A 
promissory note taken in settlement of the first premium on any 
life, health, or accident insurance policy may not be sold or 
negotiated in any manner prior to the applicant ' s medical 
examination, where one is required, nor unless a binding receipt for 
the premium signed by an authorized age n t of the insurance company 
has been delivered to the applicant, nor until the insurance company 
has received the application and medical examination. Any person 
violating this section is guilty of a class B misdemeanor. 

SECTION 25 . Chapter 26.1 - 25 of the North Dakota Century Code 
is hereby created and enacted to read as follows: 

26 . 1- 25 - 01 . Purpose of chapter - Construction . The purpose of this 
chapter is to promote the public welfare by regulating insurance 
rates so that they are not excessive, inadequate, or unfairly 
discriminatory, and to authorize and regulate cooperative action 
among insurers in ratemaking and in other matters within the scope 
of this chapter. Nothing in this chapter is intended to prohibit or 
discourage reasonable competition, or to prohibit, or encourage 
except to the extent necessary to accomplish the aforementioned 
purpose, uniformity in insurance rates, rating systems , rating plans 
or practices. This chapter shall be liberally interpreted to carry 
into effect this section. 

26 .1-25 -02 . Scope of c hapter. This chapter applies to fire, 
marine, inland marine, hail, windstorm, cyclone, tornado, explosion, 
water damage, and all other forms of insurance on property, and the 
loss of use and occupancy thereof, and to casualty insurance, 
including fidelity, surety, and guaranty bonds, and all other forms 
of motor vehicle insurance, as defined and set forth in 
subsections 1, 2, 4, 5, 6, and 7 of section 26.1 - 12 - 11 and in 
subsections 1, 2, 5, 6, and 7 of section 26.1 - 05 - 02, except as 
hereinafter excluded. Inland marine insurance is deemed to include 
insurance now or hereafter defined by statute , or by interpretation 
thereof , or if not so defined or interpreted, by ruling of the 
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commissioner or as established by general custom of the business, as 
inland marine insurance. This chapter does not apply to: 

l. Reinsurance other than joint reinsurance to the extent 
stated in section 26.1 - 25 - 11. 

2. Accident and health insurance. 

3. I nsurance of vessels or craft , thei r cargoes, marine 
builders ' risks, marine protection and indemnity, or other 
risks commonly insured under marine, as distinguished from 
inland marine, insurance policies. 

4. Insurance against loss or damage to aircraft or against 
liability, other than workmen ' s compensation and 
employers ' liability, arising out of ownership, 
maintenance, or use of aircraft. 

This chapter applies to every insurer, including every stock or 
mutual company, reciprocal or interinsurance exchange, authorized by 
any provision of the laws of this state to transact any of the kinds 
of insurance. However, this chapter does not apply to county mutua l 
insurance companies organized under chapter 26 . 1-13. 

If any kind of insurance, subdivision, or combination thereof, 
or type of coverage, subject to this chapter, is also subject to 
regulation by another rate regulatory act of this state, an insurer 
to which both acts are otherwise applicable shall file with the 
commissioner a designation as to which rate regulatory act is 
applicable to it with respect to the kind of insurance, subdivision, 
or c ombination thereof, or type of coverage. 

26 . 1- 25-03 . Making of rates. 

1. Rates shall be made in accordance with the following 
provisions: 

a. Due consideration shall be given to past and 
prospective loss experience within and outside this 
state, to any conflagration and catastrophe hazards, 
to a reasonable margin for underwriting profit and 
contingencies, to dividends, savings, or unabsorbed 
premium deposits allowed or returned by insurers to 
their policyholders, members, or subscribers, to past 
and prospective expenses both countrywide and those 
specially appli c able to this state, and to all other 
relevant factors within and outside this state. In 
the case of fire insurance rates consideration shall 
be given to the experience of the fire insurance 
business during a period of not less than the most 
recent five - year period for which the experience is 
available . 
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b . In the case of casualty insurance the systems of 
expense provisions included in the rates for use by 
any insurer or group of insurers may differ from those 
of other insurers or group of insurers to reflect the 
requirements of the operating methods of any such 
insurer or group with respect to any kind of 
insurance, or with respect to any subdivision or 
combination thereof for which subdivision or 
combination separate expense provisions are 
applicable. 

c. In the case of casualty insurance risks may be grouped 
by classifications for the establishment of rates and 
minimum premiums. Classification rates may be 
modified to produce rates for individual risks in 
accordance with rating plans which establish standards 
for measuring variations in hazards or expense 
provisions, or both. The standards may measure any 
differences among risks that can be demonstrated to 
have a probable effect upon losses or expense. 

d. In the case of property insurance manual, minimum, 
class rates, rating schedules, or rating plans shall 
be made and adopted, except in the case of specified 
inland marine rates on risks specially rated. 

e. Rates may not be excessive, inadequate, or unfairly 
discriminatory. 

2. Except to the extent necessary to meet subdivision e of 
subsection 1, uniformity among insurers in any matters 
within the scope of this section is neither required nor 
prohibited . 

3. Rates made in accordance with this section may be used 
subject to this chapter. 

26 . 1- 25-04. Rate filings. 

1 . Every insurer shall file with the commissioner, except as 
to inland marine risks which by general custom of the 
business are not written according to manual rates or 
rating plans, every manual, minimum class rate, rating 
schedule or rating plan, and every other rating rule, and 
every modification of any of the foregoing which it 
proposes to use. Every filing must state the proposed 
effective date thereof and must indicate the character and 
~xtent of the coverage contemplated. When a filing is not 
accompanied by the information upon which the insurer 
supports the filing, and the commissioner does not have 
sufficient information to determine whether the filing 
meets the requirements of this chapter, the commissioner 
shall require the insurer to furnish the information upon 
which it supports the filing and the waiting period 
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commences as of the date the 
The information furnished 
include: 

information is 
in support of 

1101 

furnished. 
a filing may 

a. The experience or judgment of the insurer or rating 
organization making the filing. 

b. Its interpretation of any statistical data upon which 
it relies. 

c. The experience 
organizations. 

of other 

d. Any other relevant factors. 

insurers or rating 

A filing and any supporting information is open to public 
inspection after the filing becomes effective. Specific 
inland marine rates on risks specially rated, made by a 
rating organization, shall be filed with the commissioner. 

2. An insurer may satisfy its obligation to make the filings 
by becoming a member of, or a subscriber to, a licensed 
rating organization which makes the filings, and by 
authorizing the commissioner to accept the filings on its 
behalf; provided, that this chapter does not require any 
insurer to become a member of or a subscriber to any 
rating organization. 

3. The commissioner 
reasonably possible 
determine whether 
chapter. 

shall review filings as soon as 
after they have been made in order to 
they meet the requirements of this 

4. Subject to the exceptions specified in subsection 5, each 
filing shall be on file for a waiting period of thirty 
days before it becomes effective. The period may be 
extended by the commissioner for an additional period not 
to exceed fifteen days if the commissioner gives written 
notice within the waiting period to the insurer or rating 
organization which made the filing that the commissioner 
needs the additional time for the consideration of the 
filing. Upon written application by the insurer or rating 
organization, the commissioner may authorize a filing 
which the commissioner has reviewed to become effective 
before the expiration of the waiting period or any 
extension thereof. A filing is deemed to meet the 
requirements of this chapter unless disapproved by the 
commissioner within the waiting period or any extension 
thereof. 

5. Any special filing with respect to a surety or guaranty 
bond required by law or by court or executive order or by 
order or rule of a public body, not covered by a previous 
filing, becomes effective when filed and is deemed to meet 
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the requirements of this chapter until such time as the 
commissioner reviews the filing and so long thereafter as 
the filing remains in effect. Specific inland marine 
rates on risks specially rated by a rating organization 
become effective when filed and are deemed to meet the 
requirements of this chapter until such time as the 
commissioner reviews the filing and so long thereafter as 
the filing remains in effect . 

6. Under any rules the commissioner may adopt, the 
commissioner may, by written order, suspend or modify the 
requirement of filing as to any kind of insurance, 
subdivision, or combination thereof, or as to classes of 
risks, the rates for which cannot practicably be filed 
before they are used. The orders and rules shall be made 
known to insurers and rating organizations affected 
thereby . The commissioner may make any examination the 
commissioner deems advisable to ascertain whether any 
rates affected by the order meet the standards set forth 
in subdivision e of subsection 1 of section 26.1 - 25 - 03. 

7. Upon the written application of the insured, s~ating the 
insured's reasons therefor, filed with and approved by the 
commissioner, a rate in excess of that provided by a 
filing otherwise applicable may be used on any specific 
risk. 

26 . r- 25-05 . Di sapproval of filings . 

1. If within the waiting period or any extension thereof as 
provided in subsection 4 of section 26.1 - 25 - 04 the 
commissioner finds that a filing does not meet the 
requirements of this chapter, the commissioner shall send 
to the insurer or rating organization which made the 
filing written notice of disapproval of the filing 
specifying therein in what respects the commissioner finds 
the filing fails to meet the requirements of this chapter 
and stating that the fi l ing wi l l not become effective. 

2. If within thirty days after a filing subject to 
subsection 5 of section 26.1 - 25-04 has become effective, 
the commissioner finds that the filing does not meet the 
requirements of this chapter, the commissioner shall send 
to the insurer or rating organization which made the 
filing written notice of disapproval of the filing 
specifying therein in what respect the commissioner finds 
that the filing fails to meet the requirements of this 
chapter and stating when, within a reasonable period 
thereafter, the filing will be deemed no longer effective. 
The disapproval may not affect any contract made or issued 
prior to the expiration of the period set forth in the 
notice. 
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3. If at any time subsequent to the applicable review period 
provided for in subsection 1 or 2 the commissioner finds 
that a filing does not meet the requirements of this 
chapter, the commissioner shall, after a hearing held upon 
not less than ten days' written notice, specifying the 
matters to be considered at the hearing, to every insurer 
and rating organization which made the filing, issue an 
order specifying in what respects the commissioner finds 
that the filing fails to meet the requirements of this 
chapter, and stating when, within a reasonable period 
thereafter, the filing will be deemed no longer effective. 
Copies of the order shall be sent to every such insurer 
and rating organization. The order may not affect any 
contract or policy made or issued prior to the expiration 
of the period set forth in the order. 

4. Any person or organization aggrieved with respect to any 
filing which is in effect may make written application to 
the commissioner for a hearing thereon. However, the 
insurer or rating organization that made the filing may 
not proceed under this subsection. The application must 
specify the grounds to be relied upon by the applicant. 
If the commissioner finds that the application is made in 
good faith, that the applicant would be so aggrieved if 
the grounds are established, and that the grounds 
otherwise justify holding such a hearing, the commissioner 
shall, within thirty days after receipt of the 
application, hold a hearing upon not less than ten days' 
written notice to the applicant and to every insurer and 
rating organization which made the filing. If, after the 
hearing, the commissioner finds that the filing does not 
meet the requirements of this chapter, the commissioner 
shall issue an order specifying in what respects the 
filing fails to meet the requirements of this chapter, and 
stating when, within a reasonable period thereafter, the 
filing will be deemed no longer effective. Copies of the 
order shall be sent to the applicant and to every such 
insurer and rating organization. The order may not effect 
any contract or policy made or issued prior to the 
expiration of the period set forth in the order. 

5. A manual, minimum class rate, rating schedule, rating 
plan, or rating rule, or any modification of any of the 
foregoing,. which has been filed pursuant to the 
requirements of section 26.1-25-04, may not be disapproved 
if the rates thereby produced meet the requirements of 
this chapter. 

26.1-25-06. Rating organizations. 

1. A corporation, an unincorporated association, a 
partnership, or an individual, whether located within or 
outside this state, may make application to the 
commissioner for license as a rating organization for such 



1104 CHAPTER 332 INSURANCE 

kinds of i nsurance or subdivision or class of risk or a 
part or combination thereof as are specified in its 
application and shal l file therewith: 

a . A copy of i ts const i tution, its articles of agreement 
or association or its certif i cate of incorporation, 
and of its by l aws, ru l es, and regulations governing 
the conduct of its business. 

b. A list of its members and subscribers . 

c. The name and address of a resident of this state upon 
whom notices or orders of the commissioner or process 
affecting the rating o r ganization may be served . 

d. A statement of its qualifications as a rating 
organization. 

2. If the commissioner finds that the applicant is competent, 
trustworthy, and otherwise qua l ified to act as a rating 
organization and that its constitution, articles of 
agreement or association or certificate of incorporation, 
and its bylaws, rules , and regulations governing the 
conduct of its business conform to the requirements of 
law, the commissioner shall issue a license specifying the 
kinds of insurance, or subdivision or class of risk or 
part or combination thereof for which the applicant is 
authorized to act as a rating organization. Every 
application shall be granted or denied in whole or in part 
by the commissioner within sixty days of the date of its 
filing. Licenses issued pursuant to this section shall 
remain in effect for three years unless sooner suspended 
or revoked by the commissioner. The fee for the license 
is twenty - five dollars . Licenses issued pursuant to this 
section may be suspended or revoked by the commissioner, 
after hearing upon notice, in the event the rating 
organization ceases to meet the requirements of this 
subsection or subsection 1. Every rating organization 
shall notify the commissioner promptly of every change in: 

3. 

a . Its constitution, its articles of agreement 
association or its certificate of incorporation, 
its bylaws, rules, and regulations governing 
conduct of its business. 

b. Its list of members and subscribers. 

or 
and 
the 

c. The name and address of the resident of this state 
designated by it upon whom notices or orders of the 
commissioner or process affecting the rating 
organization may be served. 

Subject 
by the 

to rules and regulations which have been approved 
commissioner as reasonable, each rating 
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organization shall permit any insurer, not a member, to be 
a subscriber to its rating services for any kind of 
insurance, subdivision, or class of risk or a part or 
combination thereof for which it is authorized to act as a 
rating organization. Notice of proposed changes in the 
rules and regulations shall be given to subscribers. Each 
rating organization shall furnish its rating services 
without discrimination to its members and subscribers. 
The reasonableness of any rule or regulation in its 
application to subscribers, or the refusal of any rating 
organization to admit an insurer as a subscriber, shall, 
at the request of any subscriber, or any such insurer, be 
reviewed by the commissioner at a hearing held upon at 
least ten days' written notice to the rating organization 
and to the subscriber or insurer. If the commissioner 
finds that the rule or regulation is unreasonable in its 
application to subscribers, the commissioner shall order 
that the rule or regulation is not applicable to 
subscribers. If the rating organization fails to grant or 
reject an insurer's application for subscribership within 
thirty days after it was made, the insurer may request a 
review by the commissioner as if the application has been 
rejected. If the commissioner finds that the insurer has 
been refused admittance to the rating organization as a 
subscriber without justification, the commissioner shall 
order the rating organization to admit the insurer as a 
subscriber. If the commissioner finds that the action of 
the rating organization was justified, the commissioner 
shall make an order affirming its action. 

4. A rating organization may not adopt any rule the effect of 
which would be to prohibit or regulate the payment of 
dividends, savings, or unabsorbed premium deposits allowed 
or returned by insurers to their policyholders, members, 
or subscribers. 

5. Cooperation among rating organizations or among rating 
organizations and insurers in ratemaking or in other 
matters within the scope of this chapter is authorized; 
provided, the filings resulting from the cooperation are 
subject to all the provisions of this chapter which are 
applicable to filings generally. The commissioner may 
review the cooperative activities and practice and if, 
after a hearing, the commissioner finds that any such 
activity or practice is unfair or unreasonable or 
otherwise inconsistent with this chapter, the commissioner 
may issue a written order specifying in what respects the 
activity or practice is unfair or unreasonable or 
otherwise inconsistent with this chapter, and requiring 
the discontinuance of the activity or practice. 

6. Any rating organization may provide for the examination of 
policies, daily reports, binders, renewal certificates, 
endorsements, or other evidences of insurance, or the 
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cancellation thereof, and may make reasonable rules 
governing their submission. The rules shall contain a 
provision that in the event any insurer does not within 
sixty days furnish satisfactory evidence to the rating 
organization of the correction of any error or omission 
previously called to its attention by the rating 
organization, it is the duty of the rating organization to 
notify the commissioner thereof. All information 
submitted for examination is confidential. 

7. Any rating organization may subscribe for or purchase 
actuarial, technical, or other services, and the services 
shall be available to all members and subscribers without 
discrimination. 

26. 1-25-07. Deviations . Every member of or subscriber to a 
rating organization shall adhere to the filings made on its behalf 
by the organization. Provided, a casualty insurer may make written 
application to the commissioner for permission to file a uniform 
percentage decrease or increase to be applied to the premiums 
produced by the rating system so filed for a kind of insurance, or 
for a class of insurance which is found by the commissioner to be a 
proper rating unit for the application of such uniform percentage 
decrease or increase, or for a subdivision of a kind of insurance 
comprised of a group of manual classifications which is treated as a 
separate unit for ratemaking purposes, or for which separate expense 
provisions are included in the filings of the rating organization. 
Provided further, a property insurer may make written application to 
the commissioner for permission to file a deviation from the class 
rates, schedules, rating plans, or rules respecting any kind of 
insurance, or class of risk within a kind of insurance, or 
combination thereof. The application shall specify the basis for 
the deviation and shall be accompanied by the data upon which the 
applicant relies . A copy of the application and data shall be sent 
simultaneously to the rating organization. The commissioner shall 
set a time and place for a hearing at which the insurer and the 
rating organization may be heard and shall give them not less than 
ten days' written notice thereof. If the commissioner is advised by 
the rating organization that it does not desire a hearing, the 
commissioner may, upon the consent of the applicant , waive the 
hearing. In considering an application from a property insurer for 
permission to file a deviation, the commissioner shall give 
consideration to the available statistics and the principles for 
ratemaking as provided in section 26.1 - 25-03. The commissioner 
shall issue an order permitting the deviation for the insurer to be 
filed if the commissioner finds it to be justified and it shall 
thereupon become effective. The commissioner shall issue an order 
denying the application if the commissioner finds that the deviation 
is not justified, or that the resulting premiums would be excessive, 
inadequate, or unfairly discriminatory . Each approved deviation 
shall remain in force until the approval is withdrawn by the 
commissioner after notice to the insurer or withdrawn by the insurer 
with the approval of the commissioner. 
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26.1-25-08. Appeal by minority. Any member of or subscriber to a 
rating organization may appeal to the commissioner from the action 
or decision of the rating organization in approving or rejecting any 
proposed change in or addition to the filings of the rating 
organization and the commissioner shall, after a hearing held upon 
not less than ten days' written notice to the appellant and to the 
rating organization, issue an order approving the action or decision 
of the rating organization or directing it to give further 
consideration to the proposal, or, if the appeal is from the action 
or decision of the rating organization in rejecting a proposed 
addition to its filings, the commissioner may, if the commissioner 
finds that the action or decision was unreasonable, issue an order 
directing the rating organization to make an addition to its 
filings, on behalf of its members and subscribers, in a manner 
consistent with the commissioner's findings, within a reasonable 
time after the issuance of the order. 

If the appeal is based upon the failure of the rating 
organization to make a filing on behalf of the member or subscriber 
which is based on a system of expense provisions which differs, in 
accordance with the right granted in subdivision b of subsection 1 
of section 26.1-25-03, from the system of expense provisions 
included in a filing made by the rating organization, the 
commissioner shall, if an appeal is granted, order the rating 
organization to make the requested filing for use by the appellant. 
In deciding the appeal the commissioner shall apply the standards 
set forth in section 26.1-25-03. 

26.1-25-09. Information to be furnished insureds - Hearings and appeals 
of insureds. Every rating organization and every insurer which makes 
its own rates shall, within a reasonable time after receiving 
written request therefor and upon payment of such reasonable charge 
as it may make, furnish to any insured affected by a rate made by 
it, or to the authorized representative of such insured, all 
pertinent information as to the rate. Every rating organization and 
every insurer which makes its own rates shall provide within this 
state reasonable means whereby any person aggrieved by the 
application of its rating system may be heard, in person or by an 
authorized representative, on the person's written request to review 
the manner in which the rating system has been applied in connection 
with the insurance afforded the person. If the rating organization 
or insurer fails to grant or reject the request within thirty days 
after it is made, the applicant may proceed in the same manner as if 
the application had been rejected. Any party affected by the action 
of the rating organization or the insurer on the request may, within 
thirty days after written notice of the action, appeal to the 
commissioner, who, after a hearing held upon not less than ten days' 
written notice to the appellant and to the rating organization or 
insurer, may affirm or reverse the action. 

26.1-25-10. Advisory organizations. 

1. Every group, association, or other organization of 
insurers, whether located within or outside this state, 
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which assists insurers which make their own filings or 
rating organiz ations in ratemaking, by the co llection and 
furnishing o f l oss or expense statistics, o r by the 
submission of recommendations, but which does not make 
filings under this chapte r, shall be known as an adv i sory 
organization. 

Every advisory organizati on shall file with the 
commissione r : 

a. A copy of it s constitut i on, its articles of agreement 
or association or its certificates o f incorporation, 
and its bylaws, rules, and regulations governing its 
activities . 

b. A list of its members. 

c. The name and address of a resident of this state upon 
which notices or orders of the commissioner or process 
issued at the commissioner ' s direction may be served. 

d. An agreement that the commi ssioner may examine the 
advisory organization in accordance with section 
26.1 - 25 -1 2. 

3. If, after a hearing, the commissioner finds that the 
furnishing of the information or assistance involves any 
act or practice which is unfair or unreasonable or 
otherwise inconsistent with this chapter, the commissioner 
may issue a written order specifying in what respects the 
act or practice is unfair or unreasonable or otherwise 
inconsistent with this chapter, and requiring the 
discontinuance of the act or practice. 

4 . An insurer which makes its own filings and any rating 
organization may not support its filings by statistics or 
adopt ratemaking recommendations, furnished to it by an 
advisory organization which has not complied with this 
section or with an order of the commissioner involving 
such statistics or recommendations issued under 
subsection 3. If the commissioner finds the insurer or 
rating organization to be in violation of this subsection 
the commissioner may issue an order requiring the 
discontinuance of the violation. 

26.1-25-11 . Joint u nderwritin g or joi nt reins u rance. 

1. Every group, association, or other organization of 
insurers which engages in joint underwriting or joint 
reinsurance is subject to regulation with respect thereto 
as herein provided, subject, however, with respect to 
joint underwriting, to al l other provisions of this 
chapter and, with respect to joint reinsurance, to 
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sections 26.1-25-12, 26.1-25-16, 26.1-25-17, and 
26.1-25-18. 

2. If, after a hearing, the commissioner finds that any 
activity or practice of any such group, association, or 
other organization is unfair or unreasonable or otherwise 
inconsistent with this chapter, the commissioner may issue 
a written order specifying in what respects the activity 
or practice is unfair or unreasonable or otherwise 
inconsistent with this chapter, and requiring the 
discontinuance of the activity or practice. 

26.1-25-12. Examinations. The commissioner shall, at least once 
in five years, make or cause to be made an examination of each 
rating organization licensed in this state. The commissioner may, 
as often as the commissioner deems expedient, make or cause to be 
made an examination of each advisory organization referred to in 
section 26.1-25-10 and of each group, association, or other 
organization referred to in section 26.1-25-11. The reasonable 
costs of any examination shall be paid by the rating organization, 
advisory organization, or group, association, or other organization 
examined upon presentation to it of a detailed account of the costs. 
The officer, manager, agents, and employees of the rating 
organization, advisory organization, or group, association, or other 
organization may be examined at any time under oath and shall 
exhibit all books, records, accounts, documents, or agreements 
governing its method of operation. 

The commissioner shall furnish two copies of the examination 
report to the organization, group, or association examined and shall 
notify the organization, group, or association that it may, within 
twenty days thereafter, request a hearing on the report or on any 
facts or recommendations therein. Before filing any report for 
public inspection, the commissioner shall grant a hearing to the 
organization, group, or association examined. The report of any 
examination, when filed for public inspection, is admissible in 
evidence in any action or proceeding brought by the commissioner 
against the organization, group, or association examined, or its 
officers or agents, and is prima facie evidence of the facts stated 
therein. The commissioner may withhold the report of any 
examination from public inspection for the time as the commissioner 
deems proper. 

In lieu of any such examination the commissioner may accept 
the report of an examination made by the insurance supervisory 
official of another state, pursuant to the laws of that state. 

26.1-25-13. Rate administration. 

1. The commissioner shall adopt reasonable rules and 
statistical plans, reasonably adopted to each of the 
rating systems on file with the commissioner, which may be 
modified from time to time and which shall be used 
thereafter by each insurer in the recording and reporting 
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of its loss and countrywide expense experience, in order 
that the experience of all insurers may be made available 
at least annually in such form and detail as may be 
necessary to aid the commissioner in determining whether 
rating systems comply with the standards set forth in 
section 26.1 - 25 - 03. The rules and plans may also provide 
for the recording and reporting of expense experience 
items which are specially applicable to this state and are 
not susceptible of determination by a prorating of 
countrywide expense experience. In adopting the rules and 
plans, the commissioner shall give due consideration to 
the rating systems on file with the commissioner and, in 
order that the rules and plans may be as uniform as is 
practicable among the several states , to the rules and to 
the form of the plans used for the rating systems in other 
states . No insurer may be required to record or report 
its loss experience on a classification basis that is 
inconsistent with the rating system filed by it. The 
commissioner may designate one or more rating 
organizations or other agencies to assist the commissioner 
in gathering such experience and making compilations 
thereof, and the compilations shall be made available, 
subject to reasonable rules adopted by the commissioner, 
to insurers and rating organizations . 

2. Reasonable rules and plans may be adopted by the 
commissioner for the interchange of data necessary for the 
application of rating plans. 

3. In order to further uniform administration of rate 
regulatory laws, the commissioner and every insurer and 
rating organization may exchange information and 
experience data with insurance supervisory officials, 
insurers, and rating organizations in other states and may 
consult with them with respect to ratemaking and the 
application of rating systems. 

4 . The commissioner may adopt reasonable rules necessary to 
effect the purpo '-as of this chapter. 

26.1 -25-14 . False or misleading information . No person or 
organization may willfully withhold information from, or knowingly 
give false or misleading information to, the commissioner, any 
statistical agency designated by the commissioner, any rating 
organization, or any insurer, which will affect the rates or 
premiums chargeable under this chapter. A violation of this section 
subjects the offender to the penalties provided in section 
26.1 - 25 -18. 

26.1 -25- 15. Assigned risks . Agreements may be made among 
insurers with respect to the equitable apportionment among them of 
insurance which may be afforded applicants who are in good faith 
entitled to but who are unable to procure such insurance through 
ordinary methods and the insurers may agree among themselves on the 
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use of reasonable rate modifications for such insurance. These 
agreements and rate modifications are subject to the approval of the 
commissioner. 

26.1-25-16. Rebates prohibited. No broker or agent may knowingly 
charge, demand, or receive a premium for any policy of insurance 
except in accordance with this chapter. No insurer or employee 
thereof, and no broker or agent may pay, allow, or give, or offer to 
pay, allow, or give, directly or indirectly, as an inducement to 
insurance, or after insurance has been effected, any rebate, 
discount, abatement, credit, or reduction of the premium named in a 
policy of insurance, or any special favor or advantage in the 
dividends or other benefits to accrue thereon, or any valuable 
consideration or inducement whatever, not specified in the policy of 
insurance, except to the extent provided for in applicable filing. 
No insured named in a policy of insurance, nor any employee of such 
insured may knowingly receive or accept, directly or indirectly, any 
such rebate, discount, abatement, credit, or reduction of premium, 
or any such special favor or advantage or valuable consideration or 
inducement. This section does not prohibit the payment of 
commissions or other compensation to licensed agents or brokers, nor 
any insurer from allowing or returning to its participating 
policyholders, members, or subscribers, dividends, savings, or 
unabsorbed premium deposits. As used in this section the word 
"insurance" includes suretyship and the word "policy" includes bond. 

26.1-25-17. Hearing procedure and judicial review. Any insurer or 
rating organization aggrieved by any order or decision of the 
commissioner made without a hearing may, within thirty days after 
notice of the order to the insurer or organization, make written 
request to the commissioner for a hearing thereon. The commissioner 
shall hear the party within twenty days after receipt of the request 
and shall give not less than ten days' written notice of the time 
and place of the hearing. Within fifteen days after the hearing the 
commissioner shall affirm, reverse, or modify the previous action, 
specifying the reasons therefor. Pending the hearing and decision 
thereon the commissioner may suspend or postpone the effective date 
of the previous action. This chapter does not require the 
observance at any hearing of formal rules of pleading or evidence. 

26.1-25-18. Penalties. Any person who violates this chapter 
shall be guilty of a class B misdemeanor. 

The commissioner may suspend the license of any rating 
organization or insurer which fails to comply with the order of the 
commissioner with the time limited by the order or any extension 
thereof which the commissioner may grant. However, no right to 
suspend any license exists until after the time for appeal from the 
order has expired, or if an appeal has been taken, until the order 
has been affirmed, and no right of suspension exists if prompt 
compliance with the order is made following the expiration of the 
time for appeal or the entry of a final order or judgment of 
affirmance upon appeal. The commissioner may determine when a 
suspension becomes effective and it shall remain in effect for the 
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period fixed by the commissioner, unless the commissioner modifies 
or rescinds the suspension, or until the order upon which the 
suspension is based is modified, rescinded, or reversed. 

A license may not be suspended or revoked except upon a 
written order of the commissione r , stating the findings, made after 
a hearing held upon not less than ten days' written notice to the 
person or organization specifying the alleged violation. 

* SECTION 26. REPEAL . Sections 6-05-19, 6 - 05 - 20, 6-05 - 21, 
6 - 05 - 23, 6-05-24, 6 - 05 - 30, 6 - 05 - 31, 6 - 05-32, 6-05 - 33, chapters 26-01 
and 26 - 04, section 26- 05 - 03, chapters 26 - 07, 26- 08, 26 - 09, 26 - 09.1, 
sections 26 - 10-03, 26 - 10 - 04, 26 -10-05, 26 -10 - 09, 26 - 10-1 0, 26 - 10-11, 
26-10 - 13.1 , 26 - 10 - 15, chapters 26-11 , 26 -1 2, 26- 14, 26-15, 26-16, 
sections 26- 17.1 - 50, 26 -17.1 - 51, 26 -17.1 - 52, 26 - 17.1-53, 26 - 18-02, 
chapters 26-20, 26- 21, 26-21 .1 , 26 - 23, 26 - 24, 26-25, 26-26, 26-27, 
26 - 27.1, 26- 27.2, 26- 28, 26 - 29, 26- 30, 26- 32, 26 - 37, 26 - 38, 26-40, 
and 39 - 17 of the North Dakota Century Code, and sections 6- 05-22, 
26- 10- 02, 26 - 10-1 4, 26 -10 - 16, chapter 26 -16.1, sections 26 - 18 - 01 and 
26- 18-12, chapters 26 - 21.2 and 26 - 27 . 3 of the 1981 Supplement to the 
North Dakota Century Code are hereby repealed. 

SECTION 27. TEMPORARY TRANSITION . Any reference to "this 
title" in title 26 includes title 26 .1 and any reference to "this 
title" in title 26.1 includes title 26. Any reference to title 26 
in the North Dakota Century Code includes title 26.1. This section 
is effective until title 26 has been completely repealed and 
replaced by title 26 . 1. 

SECTION 28. TRANSITION - APPLICATION TO EXISTING INSURERS . 
Any association, company, corporation, exchange, organization, or 
society authorized, established, incorporated, or organized under 
provisions of title 26 as it existed on June 30, 1983, is deemed to 
have been authorized, established, incorporated, or organized under 
the appropriate provisions of title 26.1 . 

SECTION 29. EMERGENCY . Section 26.1-02 - 20 is hereby 
declared to be an emergency measure and is in effect from and after 
its passage and approval. 

Approved March 16, 1983 

* NOTE: Section 26 - 21. 2-10 was amended by section 52 of House 
Bill No . 1058, c hapter 82; section 26-21.1-14 was also 
repealed by section 154 of House Bill No . 1058, 
chapter 82. 
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CHAPTER 333 

SENATE BILL NO . 2493 
(Nething , Redlin) 

(Approved by the Committee on Delayed Bills) 

INSURANCE PREMIUM TAX 

1113 

AN ACT to amend and reenact sections 26- 01 - 11, 26 - 16- 10, 26- 27 - 13, 
and 26 - 40 - 14 of the North Dakota Century Code, or in the 
alternative to amend and reenact sections 26.1 - 03 - 17, 
26.1 - 09 - 10, 26.1 - 14- 13, and 26.1 - 17 - 10 of the North Dakota 
Century Code as created by House Bill No. 1054 and amended by 
House Bill No. 1068, as approved by the forty - eighth 
legislative assembly, relating to insurance premium taxes; to 
provide for retroactive application; to provide a penalty; and 
to declare an emergency . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . AMENDMENT . If House Bill No . 1054 and House Bill 
No. 1068 do not become effecti v e, section 26 - 01-11 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

26- 01 - 11 . Commi ss ioner of in s urance to collect premium tax - Insurance 
comp a nies ge nerally - Elelftes~;j,e f;j,r-e h\Sl:i!:'Eu~ee eelftJ:>aft ;j,es -- Computation 
Credits - Penalty. 

1. Before issuing the annual certificate required by law, the 
commissioner of insurance shal l collect ~he fe~~ew ;j, ft W 
aftftl:ia~ ~a HeS fr-effi ;j,ft51:i!:'afte e e e ffiJ:>a ft ;j,es ae ;j,ftW B1:i5 ;j, ftess 
w;j,~h;j,ft ~he s~a~e ~ 

~~ Fr-effi from every stock and mutual insurance company~ 

nonprofithealth s ervice corporation, health maintenance 
org anization, and prepaid legal service organization doing 
business in this state eHeep~ s~eek afta ffi1:i~1:ia~ eelftJ:>aft;j,es 
er-•aft;j,~ea l:iftaer- ~he ~awe ef ~h;j,s s~a~e, a tax e~l:ia~ ;j, ft 
affiel:ift~ ~e ~we afta efte - fia±f per-eeft~ ef on the gross amount 
of premiums, asse s sments, membership fees, afta subscriber 
fees, policy fees, and finance and service charges 
received in this state during the preceding year- 7 sl:ie fi 
calendar quarter, at the rate of two percent with respect 
to life insurance, one - half of one percent with respect to 
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accident and sickness insurance, and one percent with 
respect to all other lines of insurance. The tax te ee is 
payable ~t tfie t~ffie wfieR tfie ~RR~a~ st~teffieRt ef e~s~Ress 

Fe~~~Fee ey ~~w ~s f~~ee; ~Fe¥~eee7 fiewe¥eF; tfiat on or 
before the sixtieth day after the last day of the calendar 
quarter and shall be deposited in the general fund in the 
state treasury. However, this tax shall not apply to 
considerations for annuities. 

2. FFeffi e¥eFy eeffiest~e f~Fe ~RS~F~Ree eeffi~aRy; wfietfieF 
ffi~t~~~, steek7 eF etfieFw~se; ~ t~H ~~eR ~ts f~Fe ~RS~F~Ree 
~Feffi~~ffiS SF ~SSeSSffieRtS; SF eetfi; e~~~~ te 6Re-fia~f ef eRe 
~eFeeRt ef tfie ~Fees ~Feffi~~ffis aRe ~ssessffieRts 7 ~ess Fet~FR 
~Feffi~~ffiS 6R a~~ e~Feet B~S~ReSS Feee~¥ee ey ~t; SF ey ~tS 
a~eRt feF ~t; ~R e~sfi eF etfieFw~se ~R tfi~s state~ s~efi 

t~H sfia~~ ee ee~~eetee feF tfie ~~F~ese ef ~ss~st~R~ ~R tfie 
ffia~RteRaRee ef tfie f~Fe ffi~Fsfi~~!s ee~~FtffieRt aRe sfia~~ ee 
~ayae~e eR eF eefeFe HaFefi f~Fst ~R eaefi yeaF~ An 
insurance company, nonprofit health service corporation, 
health maintenance organization, or prepaid legal service 
organization subject to the tax imposed by subsection 1 is 
entitled to a credit against the tax due for an amount 
equal to the examination fees paid to the commissioner 
under section 26- 01 - 04 and sections 26 - 01-06 through 
26 - 01 -1 0 and a credit against the tax due for 1982, 1983, 
1984, and 1985 for an amount equal to the ad valorem 
taxes, whether direct or in the form of rent, on that 
proportion of premises occupied as the principal office in 
this state for over one - half of the year for which the tax 
is paid. The credits under this subsection shall be 
prorated on a quarterly basis and may not exceed the total 
tax liability under subsection 1. 

3. After March 1, 1984, any person failing to pay the tax 
imposed by subsection 1, within the time required, is 
subject to a penalty of five percent of the amount of tax 
due or one hundred dollars, whichever is greater, plus six 
percent of the tax for each day of delay, excepting the 
first day after the tax became due. 

SECTION 2. AMENDMENT . If House Bill No. 1054 does not 
become effective but House Bill No. 1068 does become effective, 
section 26 - 01 - 11 of the 1981 Supplement to the North Dakota Century 
Code is hereby amended and reenacted to read as follows: 

26-01-11 . Commissioner of insurance to collect premium tax - Insurance 
companies generally - Beffiest~e f~t·e ~RS~l:'~Ree eeffi~~R~es-- Computation 
Credits - Penalty. 

1. Before issuing the annual certificate required by law, the 
commissioner of insurance shall collect tfie fe~~ew~R~ 
~RR~~± t~HeS fFSffi ~RS~FaRee eeffi~~R~es ee~R~ B~S~ReSS 

w~tfi~R tfie st~te ~ 
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~~ F~effi from every stock and mutual insurance companyL 
nonpro~health service corporation, health maintenance 
organization, and prepaid legal service organization doing 
business in this state eHee~~ s~eek aRe ffi~~~a~ eeffi~aR~es 
e~~aR~Bea ~Rae~ ~fie ±aws ef ~fi~s s~a~e, a tax e~~a± ~R 
affie~R~ ~e ~we aRe eRe-fia±f ~e~eeR~ ef on the gross amount 
of premiums, assessments, membership fees, aRe subscriber 
fees, policy fees, and finance and service charges 
received in this state during the preceding yea~; s~efi 
calendar quarter, at the rat.e of two percent with respect 
to life insurance, one-half of one percent with respect to 
accident and sickness insurance, and one percent with 
respect to all other lines of insurance. The tax ~e ee is 
payable a~ ~fie ~~ffie wfieR ~fie aRR~a± s~a~effieR~ ef e~s~Ress 

~e~~~~ea ey ±aw ~s f~±ea; ~~ev~aea; fieweve~; ~fia~ ~ 
before the sixtieth day after the last day of the calendar 
quarter and shall be deposited in the general fund in the 
state treasury. However, this tax shall not apply to 
considerations for annuities. 

2. F~effi eve~y aeffies~~e f~~e ~Rs~~aRee eeffi~aRy; wfie~fie~ 

ffi~~~a±; s~eek; e~ e~fie~w~se; a ~aH ~~eR ~~s f~~e ~Rs~~aRee 
~~effi~~ffis e~ assessffieR~s; e~ ee~fi; e~~a± ~e eRe-fia±f ef eRe 
~e~eeR~ ef ~fie ~~ess ~~effi~~ffiS aRe assessmeR~s; ±ess ~e~~~R 
~~effi~~ffiS SR a±± a~~ee~ B~S~Ress ~eee~vea ey ~~; e~ ey ~~S 
a~eR~ fe~ ~~; ~R easfi e~ e~fie~w~se ~R ~fi~s s~a~e~ S~efi 

~aH sfia±± ee ee~±ee~ea fe~ ~fie ~~~~ese ef ass~s~~R~ ~R ~fie 
ma~R~eRaRee ef ~fie f~~e ma~sfia±ls ae~a~~meR~ aRa sfia±± ee 
~ayae±e eR e~ eefe~e Ma~efi f~~s~ ~R eaefi yea~~ ~fie An 
insurance company, nonprofit health service corporation, 
health maintenance organization, or prepaid legal service 
organization subject to the tax imposed by subsection 1 is 
entitled to a credit against the tax due for the amount of 
any assessment paid ey aRy as a member of a comprehensive 
health association under subsection 4 of section 
26-16.1-08 ~s a e~ea~~ a~a~Rs~ ~fie ~~em~~ffi aRa ~Reeffie ~aH 
for which the member may be liable for the year in which 
the assessment was paid, a credit for an amount equal to 
the examination fees paid to the commissioner under 
section 26-01-04 and sections 26-01-06 through 26-01-10, 
and a credit against the tax due for 1982, 1983, 1984, and 
1985 for an amount equa1 to the ad valorem taxes, whether 
direct or in the form of rent, on that proportion of 
premises occupied as the principal office in this state 
for over one-half of the year for which the tax is paid. 
The credits under this subsection shall be prorated on a 
quarterly basis and may not exceed the total tax liability 
under subsection l. 

3. After March l, 1984, any person failing to pay the tax 
imposed by subsection 1, within the time required, is 
subject to a penalty of five percent of the amount of tax 
due or one hundred dollars, whichever is greater, plus six 
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percent of the tax for each day of delay, excepting the 
first day after the tax became due. 

SECTION 3 . AMENDMENT . If House Bi ll No. 1054 does not 
become effective, section 26 -1 6 - 10 of the North Dakota Century Code 
is hereby amended and reenacted to read as follows: 

26 - 16- 10 . Attorney ' s license fee and gross premium tax in lieu of other 
taxes. The attorney, in lieu of a ll other state, county, or 
municipal fees and taxes of any and every character in this state, 
shall pay annually to the state, on account of the transaction of 
the reciprocal or interinsurance exchange business in this state, a 
license fee of fifteen dollars and a tax e £ t we aRe eRe - fial£ ~e~eeRt 
e £ as provided in section 26 - 01 - 11 on the gross premiums or deposits 
collected from subscribers in this state after deducting therefrom 
all sums returned to such subscribers or credited to their accounts 
other than for losses. 

SECTION 4 . AMENDMENT. If House Bill No. 1054 does not 
become effective, section 26 - 27 - 13 of the North Dakota Century Code 
is hereby amended and reenacted to read as follows: 

26-27-13 . Funds of medical care corporations tax exempt - Insurance 
premium tax - Law governing charitable organizations applicable . Every 
corporation subject to the provisions of this chapter is hereby 
declared to be a charitable and benevolent organization and its 
funds shall be exempt from taxation by the state or any political 
subdivision thereof, except for the tax imposed by section 26- 01 - 11. 
Except as otherwise provided in this chapter, the laws of this state 
relating to and affecting nonprofit charitable and benevolent 
corporations shall be applicable to all corporations created under 
the provisions of this chapter, with the exception that the real 
property of such corporations shall be subject to taxation. 

SECTION 5 . AMENDMENT . If House Bill No. 1054 does not 
become effective, section 26- 40 - 14 of the North Dakota Century Code 
is hereby amended and reenacted to read as follows: 

26 - 40-14 . Exemption from t a xation . The property, income, 
premiums, and activities of the company are exempt from all taxes 
and assessments and from any fees specified for licenses and 
certifications of the insurance laws w~tfi t fie eHee~t~eR e£ except 
for the tax imposed by section 26 - 01 - 11 and any assessment made by 
the insurance guaranty association in the event that an affirmative 
election is held in accordance with section 26 - 40 - 12. 

SECTION 6 . AMENDMENT . If House Bill No. 1068 does not 
become effective, section 26 . 1 - 03 - 17 of the North Dakota Century 
Code as created by House Bill No . 1054, as approved by the 
forty - eighth legislative assembly, is hereby amended and reenacted 
to read as follows : 

26 . 1-03-17. Commiss ioner to collect premium tax - Insurance companies 
generally- Be111eet ~ e f ~l"'e eeffi~aR~e e -- Computation - Credits - Penalty. 
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1. Before issuing the annual certificate required by law, the 
commissioner shall collect ~fie feiiew~fi~ eHR~ei ~exes f~em 

~fis~~efiee eem~efi~es ae~fi~ e~s~Hess w~~fi~R ~fie s~e~e~ 

±~ F~em from every stock and mutual insurance company, 
nonpro~health service corporation, health maintenance 
organization, and prepaid legal service organization, 
except a fraternal benefit society, doing business in this 
state exee~~ s~eek eRa m~~~ai eem~eR~es e~~efi~Bea ~Mae~ 
~fie iews ef ~fi~s s~e~e, a tax e~~ei ~fi affie~fi~ ~e ~we efia 
efie - fieif ~e~eefi~ ef on the gross amount of premiums , 
assessments, membership-rees, efia subscriber fees, policy 
fees, and finance and service charges received in this 
state during the preceding yea~ calendar quarter, at the 
rate of two percent with respect to life insurance, 
one - half of one percent with respect to accident and 
sickness insurance, and one percent with respect to all 
other lines of insurance. This tax sfieii does not apply 
to considerations for annuities. The tax is payable e~ 
~fie ~~ffie wfieH ~fie aRR~ai s~a~effieH~ ef e~s~Ress ~e~~~~ea ey 
iew ~s f~iea on or before the sixtieth day after the last 
day of the calendar quarter and shall be deposited in the 
general fund in the state treasury . 

2. F~effi e¥e~y aeffies ~~e f~~e ~Rs~~eRee eeffi~afiy; wfie~fie~ 
ffi~~~ai 7 s£eek 7 e~ e~fie~w~se 7 e ~ax ~~eM ~~s f ~~e ~Rs~~efiee 

~~effi~~ffis e~ essessffiefi~s, e~ ee~fi , e~~ai ~e efie -fieif ef eRe 
~e~eeH~ ef ~fie ey~ess ~~effi~~ffis aHa assessffiefi~s, iess ~e~~~R 
~~effi~~ffiS 6fi a!! a~~ee~ B~S~fiess ~eee~¥ea ey ~~ - 6~ ey ~~s 
eeyeH£ fe~ ~~, ~fi eesfi e~ e~fie~w~se ~fi ~fi~s s~a~e~ Tfie ~ex 
~s eei~ee~ea fe~ ~fie ~~~~sse ef es s~s~~ fi~ ~fi ~fie 
ffi8~fi~efiefiee ef ~fie f~~e ffia~sfia± l s ae~a~~ffieR~ aRa ~s 
~eyae±e eR e~ eefe~e Ma~efi f~~s~ ef eeefi yea~~ An 
insurance company, nonprofit health service corporation, 
health maintenance organization, or prepaid legal service 
organization subject to the tax imposed by subsection 1 is 
entitled to a credit against the tax for an amount equal 
to the examination fees paid to the commissioner under 
sections 26.1 - 01 - 07, 26.1 - 02 - 02, and 26.1 - 03 - 19 through 
26.1-03 - 22 and a credit against the tax due for 1982, 
1983, 1984, and 1985 for an amount equal to the ad valorem 
taxes, whether direct or in the form of rent, on that 
proportion of premises occupied as the principal office in 
this state for over one - half of the year for which the tax 
is paid. The credits under this subsection shall be 
prorated on a quarterly basis and may not exceed the total 
tax liability under subsection 1. 

3. After March 1, 1984, any person failing to pay the tax 
imposed by subsection 1, within the time required, is 
subject to a penalty of five percent of the amount of tax 
due or one hundred dollars, whichever is greater, plus six 
percent of such tax for each day of delay, excepting the 
first day after the tax became due. 
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SECTION 7. AMENDMENT . Section 26.1-03-17 of the North 
Dakota Century Code as created by House Bill No. 1054 and as amended 
by House Bill No. 1068, as approved by the forty - eighth legislative 
assembly, is hereby amended and reenacted to read as follows: 

26 .1-03 - 17 . Commiss ioner to collect p remi um t ax - Insu r ance comp anies 
generally - Bellles~~e f~t'e eeH\)3B.l\~es - - Computation - Credits - Penalty. 

1. Before issuing the annual certificate required by law, the 
commissioner shall collect ~fie fe±±ew~l\~ B.l\1\~a± ~B.Kes ft'eHI 
~1\s~t'B.Ree eeHIJ3B.R~es ae~l\~ e~s~Ress w~~fi ~ R ~fie s~a~e~ 

±~ Ft'eHI from every stock and mutual insurance company, 
nonprofit""health service corporat~on, health maintenance 
organization, and prepaid legal service organization, 
except a fraternal benefit society, doing business in this 
state eKee)3~ s~eek B.l\6 Hl~~~a± eeH1)3B.l\~es et'~B.R~eea ~Raet' 
~fie ±aws ef ~fi~s s~a~e, a tax e~~a± ~!\ aH\e~l\~ ~e ~we al\6 
el\e - fia±f )3et'eel\~ ef on the gross amount of premiums, 
assessments, membership-rees, B.l\6 subscriber fees, policy 
fees, and finance and service charges received in this 
state during the preceding yeat' calendar quarter, at the 
rate of two percent with respect to life insurance, 
one - half of one percent with respect to accident and 
sickness insurance, and one percent with respect to all 
other lines of insurance. This tax sfia±± does not apply 
to considerations for annuities . The tax is payable a~ 
~fie ~~Hie wfiel\ ~fie B.l\1\~a± s~a~eH\el\~ ef B~S~l\ess t'e~~~t'ea ey 
±aw ~s f~±ea on or before the sixtieth day after the last 
day of the calendar quarter and shall be deposited in the 
general fund in the state treasury. 

2. Ft'eHI e~et'y aeMes~~e f~t'e ~1\S~t'al\ee eeH\)3aRy; wfie~fiet' 

Hl~~~e± 7 s~eek 7 et' e~fiet'w~se 7 a ~aK ~)3el\ ~~s f~Fe ~1\S~Fal\ee 

)3t'eHI~~HIS et' assessH\el\~s 7 et' ee~fi 7 e~~a± ~e el\e-fia±f ef el\e 
)3et'eel\~ ef ~fie ~ress )3reHI~~His aRe assessH\eft~s 7 ±ess t'e~~t'l\ 

)3reHI~~His eft a±± a~ree~ e~s~Ress reee~¥ea ey ~~, er ey ~~s 
a~eft~ fer ~~, ~!\ easfi et' e~fierw~se ~fi ~fi~s s~a~e~ ~fie ~aK 

~s ee±±ee~ea fer ~fie )3~r)3ese ef ass~s~~l\~ ~fi ~fie 
HIB.~fi~el\al\ee ef ~fie f~re Marsfia± l s 6e)3at'~Hiefi~ al\6 ~s 
J3B.yae±e eft et' eefere Hat'efi f~rs~ ef eaefi year~ ~fie An 
insurance company, nonprofit health service c o rporation , 
health maintenance organization, or prepaid legal serv ice 
organization subject to the tax imposed by subsection 1 is 
entitled to a credit against the tax due for the amount of 
any assessment paid ey aRy as a member of a comprehensive 
health association unde-r--subsection 4 of section 
26.1 - 08 - 09 ~sa erea~~ a~a~fts~ ~fie )3reHI~~HI ~aK for which 
the member may be liable for the year in which the 
assessment was paid, a credit against the tax due for an 
amount equal to the examination fees paid to the 
commissioner under sections 26. l - 01-07, 26 . 1 - 02 - 02, and 
26.1 - 03 - 19 through 26.1 - 03 - 22, and a credit against the 
tax due for 1982, 1983, 1984, and 1985 for an amount equal 
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to the ad valorem taxes, whether direct or in the form of 
rent, on that proportion o f premises occupied as the 
principal off i c e in this state f or over one - half of the 
year fo r which the tax is paid. The credits under this 
subsection shall be prorated on a quarterly basis and may 
not exceed the total tax liability under subsection 1. 

3 . After March 1, 1984, any person failing to pay the tax 
imposed by subsection 1 , withi n the time required, is 
subject to a penalty of five percent of the amount of tax 
due or one hundred dollars, whichever is greater, plus six 
percent of such tax for each day of delay, excepting the 
first day after the tax became due. 

SECTION 8 . AMENDMENT. Section 26. 1-09 - 10 of the North 
Dakota Century Code as created by House Bi ll No. 1054, as approved 
by the forty-eighth l eg i slative assembly is hereby amended and 
reenacted to read as fo llows: 

26 . 1-09-10 . Attorney"s license fee and gross premium tax in lieu of other 
ta xes. The attorney, in lieu o f all other state, county, or 
municipal fees and taxes of any and eve ry character in this state, 
shall pay annua ll y t o the state, on account o f the transacti on o f 
the reciproca l or interinsurance exchange busines s in this state, a 
license fee of fifteen dollars and a tax ef ~we aHa eRe - fia~f ~e~eeR~ 

ef as provided by section 26.1 - 03 - 17 on the gros s premiums or 
deposits collected from subscribers in this state after deducting 
therefrom all sums returned to the subscriber s or credited to their 
accounts other than for losses. 

SECTION 9 . AMENDMENT . Section 26.1 -1 4- 13 of the North 
Dakota Century Coda as created by House Bi ll No. 1054, as approved 
by the forty - eighth legi slative assembly, is hereby amended and 
reenacted to read as follows: 

26 . 1- 14- 13 . Exemption from taxation . The property, income, 
premiums, and activities of the company are exempt from all taxes 
and assessments and from any fees specified for licenses and 
certifications of the insurance laws w~~fi ~fie eKee~~~eR ef exce t 
for the tax imposed by section 26.1 - 03 - 17 and any assessment made by 
the insurance guaranty association in the event that an affirmative 
election is held in accordance with section 26.1 - 14- 15. 

SECT ION 10 . AMENDMENT . Section 26 . 1- 17 - 10 of the North 
Dakota Century Code as created by House Bill No. 1054, as approved 
by the forty - eighth legislative assembly, is hereby amended and 
reenacted to read as follows : 

26.1-17-1 0 . Nonprofit co rporation tax exempt - Insurance prem~um tax 
- Law governing charitable organizations appl ic able. Every nonprofit health 
service corporation is a charitable and benevolent organization and 
is exempt from taxation by the state or any political subdivision 
thereof, except that the tax imposed by section 26.1 - 03 -1 7 is 
applicable to a corporation subject to this chapter and the real 
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property of a nonprofit health service corporation is subject to ad 
valorem taxes and specia l assessments for special improvements. 
Except as otherwise provided in this chapter, the laws of this state 
relating to and affecting nonprofit charitable and benevolent 
corporations are applicable to all nonprofit health service 
corporations writing health service contracts. 

SECTION 11 . RETROACTIVE APPLICATION. This Act is 
retroactive and applies to taxable years beginning after 
December 31, 1981, except for nonprofit health service corporations 
and health maintenance organizations . With respect to nonprofit 
health service corporations and health maintenance organizations, 
this Act applies to taxable years beginning after December 31, 1982. 
A taxpayer who paid the tax imposed by section 26 - 01 - 11 on the 1982 
premium year or who paid state income tax for the 1982 tax year 
before the passage and approval of this Act is entitled to a credit 
against the tax imposed by this Act in an amount equal to the tax 
paid. The credit shall be applied against the tax imposed for 1982 
and any remaining credit shall be applied against the tax imposed 
for 1983. The credit may not exceed the tax imposed by this Act for 
1982 and 1983 . If a taxpayer was not subject to the tax imposed by 
section 26 - 01 - 11 before January 1, 1982, the tax imposed by this Act 
on that taxpayer is payable within sixty days after the effective 
date of this Act. 

SECTION 12. EMERGENCY. This Act is hereby declared to be an 
emergency measure and is in effect from and after its passage and 
approval. 

Approved April 28 , 1 983 
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CHAPTER 334 

SENATE BILL NO. 2270 
(Lips) 

UNFAIR PRACTICE REGARDING HMO OPTION 

1121 

AN ACT to amend and reenact subsection 11 of section 26-30-04 of the 
North Dakota Century Code, or in the alternative to amend and 
reenact subsection 11 of section 26.1-04-03 of the North 
Dakota Century Code, relating to the definition of unfair 
methods of competition and unfair or deceptive acts or 
practices with respect to insurance; and to declare an 
emergency. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. If House Bill No. 1054 does not 
become effective, subsection 11 of section 26-30-04 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

11. Refusing to insure risks. Refusing to insure risks solely 
because of race, color, creed, sex, or national origin, or 
refusing to continue to insure risks solely because-all 
employer chooses to offer a health maintenance 
organization option to employees in its health benefit 
plan. 

SECTION 2. AMENDMENT. Subsection ll of section 26.1-04-03 
of the North Dakota Century Code as created by House Bill No. 1054, 
as approved by the forty-eighth legislative assembly, is hereby 
amended and reenacted to read as follows: 

11. Refusing to insure risks. Refusing to insure risks solely 
because of race, color, creed, sex, or national origin, or 
refusing to continue to insure risks solely because-all 
employer chooses to offer a health maintenance 
organization option to employees in its health benefit 
plan. 

SECTION 3. EMERGENCY. This Act is hereby declared to be an 
emergency measure and is in effect from and after its passage and 
approval. 

Approved March 29, 1983 
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CHAPTER 335 

HOUSE BILL NO. 1615 
(G . Martin , Kuchera , Black , Gates) 

VISUAL ACUITY AS FACTOR IN LIFE 
OR HEALTH POLICIES 

INSURANCE 

AN ACT to create and enact a new section to chapter 26-30 of the 
North Dakota Century Code, or in the alternative to create and 
enact a new section to chapter 26 .1- 04 of the North Dakota 
Century Code as created by House Bill No. 1054, as approved by 
the forty - eighth legislative assembly, relating to the use of 
visual acuity as a factor in issuing, rejecting, and rating 
policies or contracts of life or health protection. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . If House Bill No. 1054 does not become effective, 
a new section to chapter 26 - 30 of the North Dakota Century Code is 
hereby created and enacted to read as follows: 

Visual ac uity prohibited as fa ctor in life or accident and sickness 
contracts. No person, benevolent society, nonprofit medical service 
corporation, or health maintenance organization may issue any 
policy, certificate, or contract on life, accident and sickness, 
medical service, or health care protection for which visual acuity 
is used as a criteria for accepting or rejecting risks or for the 
setting of rates charged for that coverage except where the refusal, 
limitation, or rate differential is based on sound actuarial 
principles. 

SECTION 2 . A new section to chapter 26 . 1-04 of the North 
Dakota Century Code as created by House Bill No . 1054, as approved 
by the forty - eighth legislative assembly, is hereby created and 
enacted to read as follows: 

Visual acuity prohibited as factor in life or accident and sickness 
contracts. No insurance company, benevolent society, nonprofit 
health service corporation, or health maintenance organization may 
issue any policy, certificate, or contract on life, accident and 
sickness, health services, or health care protection for which 
visual acuity is used as a criteria for accepting or rejecting risks 
or for setting of rates charged for that coverage except where the 
refusal, limitation, or rate differential is based on sound 
actuarial principles. 

Approved March 10 , 198 3 



INSURANCE CHAPTER 336 

CHAPTER 336 

SENATE BILL NO . 2280 
(Lips) 

INSURANCE COMPANY PROHIBITED 
INVESTMENTS 

1123 

AN ACT to amend and reenact section 26- 08- 10 of the North Dako t a 
Century Code , or in the alternative to amend and reen ac t 
section 26 . 1- 05 - 18 of the North Dakota Century Code as created 
by House Bill No. 1054, as approved by the forty - eighth 
legislative assembly, relating to directors authorizing the 
investment of funds and prohibited investment practices by 
domestic insurance companies." 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . AMENDMENT . If House Bill No. 1054 does not 
become effective, section 26 - 08-10 of the North Dakota Century Code 
is hereby amended and reenacted to read as follows: 

26 -08- 10 . Investme nt of funds must be authorized by directors 
Investment practices which are prohibited . No investment or loan, except 
a policy loan, shall be made by any domestic insurance company 
unless the same first shall have been authorized by the board of 
directors of the company or by an investment committee appointed by 
the board of directors of the company charged with the duty of 
supervising the making of loans or investments by the company. No 
domestic insurance company shall : 

1 . Subscribe to or participate in any underwriting of the 
purchase or sale of securities or property. 

2 . Enter into 
securities 
with any 
authorized 

any transaction for the purchase or sale of any 
or property on account of said company jointly 
other person, firm, or corporation, except for 
real estate joint ventures and partnerships. 

3. Enter into any agreement to withhold any of its property 
from sale, but the disposition of its property at all 
times shall be within the contro l of its board of 
directors, except for authorized real 
ventures and partnerships. 

estate joint 
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Inves t any o f i ts funds in, or loan the same upon , the 
shares of s t ock of a ny corporation except as otherwise 
provided here i n. 

5. Invest any of its funds i n, or loan the same upon, any 
bonds or obligations, except government, state, or 
municipal securities, which are not secured by adequate 
collateral security to the full extent of the investment, 
except as otherwise provided herein . 

6. Invest its capital , surp l us funds, or other assets in, or 
loan the same u p on, any property owned by any officer or 
director of the company , or by any of the immediate 
members of the fami l y of any such officer or director, nor 
in any manne r which wil l permit any such officer or 
director t o gain thr ough t he investment of funds o f the 
company. 

SECTION 2. AMENDMENT. Section 26.1 - 05 - 18 
Dakota Century Code as created by House Bill No. 1054, 
by the forty - eighth legislative assembly, is amended 
to read as follows: 

of the North 
as approved 

and reenacted 

26 . 1-05-18. Investment of funds must be authorized by directors -
Prohibited investment practices . An investment or loan, except a policy 
loan, may not be made by any domestic insurance company unless the 
investment or loan first has been authorized by the board of 
directors of the company or by an investment committee appointed by 
the board of directors of the company charged with the duty of 
supervising the making of loans or investments by the company. A 
domestic insurance company may not: 

1. Subscribe to or participate in any underwriting of the 
purchase or sale of securities or property . 

2. Enter into 
securities 
with any 
authorized 

any transaction for the purchase or sale of any 
or property on account of the company jointly 
other person, firm, or corporation, except for 
real estate joint ventures and partnerships. 

3. Enter into any agreement to withhold any of its property 
from sale, but the disposition of its property at all 
times is within the control of its board of directorsL 
except for authorized real estate joint v entures and 
partnerships . 

4 . Invest any of its funds in, or loan the funds upon, the 
shares of stock of any corporation except as otherwise 
provided in this chapter. 

5. Invest any of its funds in, or loan the funds upon, any 
bonds or obligations, except government, state or 
municipal securities, which are not secured by adequate 
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collateral security to the full extent of the investment, 
except as otherwise provided in this chapter. 

6. Invest its capital, surplus funds, or other assets in, or 
loan the same upon, any property owned by an officer or 
director of the company, or by any of the immediate 
members of the family of any such officer or director, nor 
in any manner which will permit any such officer or 
director to gain through the investment of funds of the 
company. 

Approved March 17, 1983 
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CHAPTER 337 

SENATE BILL NO . 2283 
(Lips) 

INSURANCE COMPANY DATA 
PROCESSING SYSTEM INVESTMENT 

INSURANCE 

AN ACT to amend and reenact section 26 - 08 -11.1 of the North Dakota 
Century Code, or in the alternative to amend and reenact 
subsection 6 of section 26.1 - 05 - 19 of the North Dakota Century 
Code as created by House Bill No . 1054, relating to 
investments in a data processing system by domestic insurance 
companies . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. If House Bill No. 1054 does not 
become effective, section 26- 08 - 11.1 of the 1981 Supplement to the 
North Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-08-11.1. In ves tment in data processing system. Any domestic 
insurance company heretofore or hereafter organized under any law of 
this state may invest by loans or otherwise, with the direction or 
approval of a majority of its board of directors or authorized 
committee thereof, any of its funds, or any part thereof in the 
purchase of e l ectric or mechanical machines, including software, 
constituting a data processing system, and thereafter may hold the 
system as an admitted asset for use in connection with the business 
of the company if, (1) its aggregate cost shall not exceed five 
percent of the admitted assets of the company; (2) the cost of the 
eeffipefteft~ ffieehiftes components constituting the system shall be fully 
amortized over a period of not to exceed ~eft seven years. If a data 
processing system consists of separate eeffipefteft~ ffieehiftes components 
which are acquired at different times, then the cost of each 
component shall be amortized over a period not to exceed ~eft seven 
years commencing with the date of acquisition of each component. 

*SECTION 2. AMENDMENT. Subsection 26 of section 26.1 - 05 - 19 
of the North Dakota Century Code as created by House Bill No . 1054, 
as approved b y the forty - eighth legislative assembly, is amended and 
reenacted to read as follows: 

* NOTE: Section 26 .1-05-19 was amended by s ection 2 of Senate 
Bill No . 2279, c h apter 338. 
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26. Investments by loans or otherwise, in the purchase of 
electric or mechanical machines, including software, 
constituting a data processing system. The company may 
hold the system as an admitted asset for use in connection 
with the business of the company if, (a) its aggregate 
cost does not exceed five percent of the admitted assets 
of the company; (b) the cost of the eem~eaea~ maefi~aes 
components constituting the system ~s are fully amortized 
over a period not to exceed ~eR seven years. If a data 
processing system consists of separate eem~eaea~ maefi~aes 
components acquired at different times, then the cost of 
each component must be amortized over a period not to 
exceed ~eR seven years commencing with the date of 
acquisition of each component. 

Approved March 10, 1983 
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CHAPTER 338 

SENATE BILL NO . 2279 
(Lips) 

INSURANCE COMPANY INVESTMENTS 

INSURANCE 

AN ACT to amend and reenact section 26 - 08- 11 of the North Dakota 
Century Code, or in the al t ernative to amend and reenact 
section 26.1 - 05 - 19 of the North Dakota Century Code as amended 
by House Bill No. 1054, as approved by the forty - eighth 
legislative assembly, relating to authorized investments for 
domestic insurance companies . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT . If House Bill No. 1054 does not 
become effective, section 26 - 08 - 1 1 of the 1981 Supplement to the 
North Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-08- 11 . Authorized investment of funds of insurance compan ies. A 
domestic insurance company may invest any of its funds and 
accumulations in: 

1. Securities or obligations which are made eligible 
specifically to such investment by law. 

2 . a. Bonds or other evidence of indebtedness issued, 
assumed, or guaranteed by the United States of 
America, the District of Columbia, or by any state, 
insular or territoria l possession of the United States 
or by any county, city, township, duly organized 
school district, municipality, or other civil division 
therein, including those payable from special revenues 
or earnings specifically pledged for the payment 
thereof, and those payable from special assessments, 
including rights to purchase or sell these securitiei 
or obli ations if these ri hts are traded u on a 
contract market designated and regulated by a federal 
agency and purchased for legitimate hedging, 
nonspeculative purposes . 
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b. Bonds or other evidences of indebtedness issued, 
assumed, or guaranteed by the Dominion of Canada, or 
any province thereof, or by any municipality or 
district therein, provided that the obligations are 
valid and legally authorized and issued. 

3. Notes secured by mortgages on improved unencumbered real 
estate, including leaseholds substantially having and 
furnishing the rights and protection of a first real 
estate mortgage, within the United States of America or 
any province of the Dominion of Canada. No loan may be 
made under this subsection unless at the date of 
acquisition the total indebtedness secured by such lien 
shall not exceed seventy-five percent of the value of the 
property upon which it is a lien. The mortgage loan may 
be made in an amount exceeding seventy-five percent so 
long as any amount over seventy-five percent of the value 
of the property mortgaged is guaranteed or insured by the 
federal housing administration or guaranteed by the 
administrator of veteran affairs or is insured by a 
private mortgage insurance through an insurance company 
authorized to do business in this state. Loans may be 
amortized on the basis of a final maturity not exceeding 
thirty years from the date of the loan with an actual 
maturity date of the loan at any time less than thirty 
years. However, a loan on a single-family dwelling where 
the loan is amortized on the basis of a final maturity 
twenty-five years or less from the date of the loan may be 
made in an amount not exceeding eighty percent of the 
value of the property mortgaged. The loan on a 
single-family dwelling may be made in an amount exceeding 
eighty percent so long as any amount over eighty percent 
of the value of the property mortgaged is insured by 
private mortgage insurance through an insurance company 
authorized to do business in this state. Buildings shall 
not be included in the valuation of such property unless 
they are insured and the policies are made payable to the 
company as its interest may appear. In no event shall a 
loan be made in excess of the amount of insurance carried 
on the buildings plus the value of the land. No insurance 
company shall hold less than the entire loan represented 
by such bonds or notes described in this subsection except 
that a company may own part of an aggregate obligation if 
all other participants in the investment are insurance 
companies authorized to do business in North Dakota or 
banks whose depositors are insured by the federal deposit 
insurance corporation or savings and loan associations 
whose members are insured by the federal savings and loan 
insurance corporation or unless the security of said bonds 
or notes, as well as all collateral papers, including 
insurance policies, executed in connection therewith, are 
made to and held by a trustee, which trustee shall be a 
solvent bank or trust company having a paid-in capital of 
not less than two hundred fifty thousand dollars, except 
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in case of banks or trust companies incorporated under the 
laws of the state of North Dakota, wherein a paid- in 
capital of not less than one hundred thousand dollars 
shall be required, and that in case of proper notification 
of default such trustee, upon request of at least twenty 
five percent of the holders of the bonds outstanding, and 
proper indemnification, shall proceed to protect the 
rights of such bondholders under the provisions of the 
trust indentures. An insurance company may acquire such 
an interest in rea l estate directly or as a joint venture 
or through a limited o r general partnership in which the 
insurance company is a partner . An insurance company 
acquiring such an interest in real estate on the basis of 
a joint venture or through a limited or general 
partnership may acquire such an interest so long as the 
company's interest does not exceed seventy- five percent of 
the value of the property. 

4. First mortgage bonds on improved city real estate in any 
state, issued by a corporation duly incorporated under the 
laws of any state of the United States of America, if the 
loans on such real estate are made in accordance with the 
requirements as to the first mortgage loans set forth in 
subsection 3 . 

5. Mortgage bonds and debentures of any solvent railway 
company duly incorporated and authorized under the laws of 
this state or of any other state, territory, or insular 
possession of the United States, or of the Dominion of 
Canada or of any province thereof. 

6 . Mortgage bonds and debentures of any solvent industrial 
public utility or financial corporation duly incorporated 
and authorized under the laws of the United States of 
America or of any state, territory, or insular possession 
thereof, or of the Dominion of Canada or of any province 
thereof, including ri0hts to purchase or sell the 
securities or obligations if these rights are traded upon 
a contract market designated and regulated by a federal 
agency and purchased for legitimate hedging, 
nonspeculative purposes. 

7. Promissory notes amply secured by the pledge of bonds or 
other evidences of indebtedness in which the company is 
authorized to invest its funds by the provisions of this 
section. 

8 . Bonds or other evidences of indebtedness issued, assumed, 
or guaranteed by any instrumentality or agency of the 
United States of America, including rights to purchase or 
sell the securities or obligations if these rights are 
traded upon a contract market designated and regulated by 
a federal agency and purchased for legitimate hedging, 
nonspeculatative purposes . 
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Savings accounts, under certificates of deposit or in 
any other form, in solvent banks and trust companies 
which have qualified for federal deposit insurance 
corporation protection. Investments in such savings 
accounts shall not be limited to, or by, the amount of 
any such insurance protection. 

b. Shares and savings accounts, under certificates of 
deposit or in any other form, in solvent building and 
loan or savings and loan associations organized under 
federal law or state law of this or any other state 
which have qualified for federal savings and loan 
insurance corporation protection. Investments in such 
shares and savings accounts shall not be limited to, 
or by, the amount of any such insurance protection. 

c. Shares and deposit accounts, under certificates of 
deposit or in any other form, in solvent state or 
federally chartered credit unions which are insured by 
the national credit union administration. Investments 
in such shares and deposit accounts shall not be 
limited to, or by, the amount of any such insurance 
protection. 

d. Short-term or liquidity investments such as 
certificates of deposit, repurchase agreements, 
bankers' acceptances, commercial paper, money market 
mutual funds, or current interest accounts in solvent 
banks and trust companies, savings and loan 
associations, state or federally chartered credit 
unions, investment brokerage houses \vhich are 
!:.§S!Ulated by a federal agency, and such other types of 
investments as may be deemed appropriate and 
authorized by rule by the commissioner. 

10. Loans made upon the security of its own policies; if a 
life insurance company, but no loan on any policy shall 
exceed the reserve value thereof. 

11. Preferred stock, of, or common or preferred stock 
guaranteed as to dividends by, and common stock of, any 
corporation organized under the laws of the United States, 
any state, territory, or possession of the United States, 
the· District of Columbia, the Dominion of Canada or any 
province of the Dominion of Canada, including rights to 
~-chase or sell these securities or obligations if these 
rights are traded upon a contract market designated and 
regulated by a federal agency and purchased for legitimate 
hedging, nonspeculative purposes, subject to the following 
restrictions and limitations: 

a. The company issuing such preferred stock or 
guaranteeing the dividends on such common stock shall 
have earned an average amount per annum at least equal 
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to five percent of the par value of its common and 
preferred stocks or in the case of stocks having no 
par value, of its issued or stated value outstanding 
at the date of purchase, over the period of seven 
fiscal years immediately preceding the date of 
purchase or which over such period earned an average 
amount per annum at least equal to two times the total 
of its annual interest charges, preferred dividends , 
and dividends guaranteed by it, determined with 
reference to the date of purchase. 

b. The company issuing any common stock shall have earned 
an average amount per annum at least equal to six 
percent of the par value of its capital stock, or in 
the case of stock having no par value of the issued or 
stated value of such stock, outstanding at the date of 
purchase over the period of seven fiscal years 
immediately preceding the date of purchase. 

c. No investments shall be made in any stock authorized 
under this section if the corporation issuing or 
guaranteeing the same shall have been in arrears in 
the payment of dividends thereunder for a period of 
ninety days within the five - year period immediately 
preceding purchase of such stock. 

d. Investments in preferred, guaranteed, and common 
stocks shall not exceed in the aggregate ~eft twenty 
percent of the life insurance company's admitted 
assets . 

12. Loans, securities, or investments in addition to those 
permitted in this section, whether or not such loans, 
securities, or investments qualify or are permitted as 
legal investments under its charter, or under other 
provisions of this section or under other provisions of 
the laws of this state. The aggregate of such company's 
investments under this subsection shall not at any time 
exceed five percent of such company's admitted assets, nor 
more than an amount equal to company's unassigned surplus, 
whichever be less. 

13. Real estate 
improvement or 
subject to the 

for the produciion of income or for 
development for the production of income 
following provisions and limitations : 

a. Real estate used primarily for farming or agriculture 
may not be acquired under the provisions of this 
subsection. 

b. Investments made by any company under the provisions 
of this subsection shall not at any time exceed ten 
percent of the admitted assets of the company. 
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c. An investment in any single parcel of real estate 
acquired under the provisions of this subsection shall 
not exceed two percent of the admitted assets of the 
company. 

d. Such real estate, including the cost of improvements, 
shall be valued at cost and the improvements shall be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

e. An insurance company may acquire such real estate or 
an interest in such real estate directly or as a joint 
venture or through a limited or general partnership in 
which the insurance company is a partner. 

14. Land and buildings used as home or regional offices, 
subject to the following provisions and limitations: 

a. Land and buildings thereon in which it has its 
principal office and such other real estate including 
regional offices as shall be requisite for its 
convenient accommodation in the transaction of its 
business. 

b. Investments or total commitment in such land and 
buildings shall not aggregate more than ten percent of 
the insurer's admitted assets without the consent of 
the commissioner of insurance. 

c. Such real estate, including the cost of improvements, 
shall be valued at cost and the improvements shall be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

15. The commissioner may adopt rules as to investments which 
are permissible for any domestic insurance company "which 
may waive or increase any limitation on investments or 
authorize companies to invest their funds in investments 
which are not specifically mentioned in statutes relating 
to investments if he finds, after notice and hearing, that 
such funds would be well invested and available for the 
payment of losses. The commissioner, in adopting such 
rules, may not be any more restrictive, or place any 
greater limitations on, any type of investment in which 
companies are authorized by statute to invest their funds. 

Nothing in this section shall be construed as prohibiting a company 
from taking any action deemed necessary or expedient for the 
protection of investments made by it or from accepting in good 
faith, to protect its interests, securities, or property not herein 
mentioned in payment or to secure debts due to it. 

*SECTION 2. AMENDMENT. Section 26.1-05-19 of the North 
Dakota Century Code as created by House Bill No. 1054 as approved by 

* NOTE: Section 26.1-05-19(26) was also amended by section 2 of 
Senate Bill No. 2283, chapter 337. 
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the forty - eighth legislativ e assembly, is amended and reenacted to 
read as follows; 

investment of funds of i nsurance compan ies . 
domestic insurance company may invest any o f its funds 
accumulations in: 

26 . 1-05 - 19. Authorized A 
and 

1. Securities or obligations made specifically eligible for 
such investment by law. 

2 . Bonds or other evidence of indebtedness issued, assumed, 
or guaranteed by the United States of America, the 
District of Columbia, or by any state, territory, or 
insular possession of the United States or by any county , 
city, township, school district, or other civil division 
of a state, including those payable from special revenues 
or earnings specifically pledged for the payment thereof, 
and those payable from special assessments, including 
rights to purchase or sel l these securities or obligations 
if these rights are traded upon a contract market 
designated and regulated by a federal agency and purchased 
for legitimate hedging, nonspeculative purposes . 

3. Bonds or other evidences of indebtedness issued, assumed, 
or guaranteed by any instrumentality or ag~ncy of the 
United States of America, including rights to purchase or 
sell these securities or obligations if these rights are 
traded upon a contract market designated and regulated by 
a federal agency and purchased for legitimate hedging, 
nonspeculative purposes. 

4. Notes or bonds secured by mortgage or deed of trust 
insured by the federal housing administrator, debentures 
issued by the federal housing administrator, and 
securities issued by national mortgage associations. 

5. Bonds i ssued 
chapter 4 - 36 . 

by the industrial commission under 

6 . Bonds guaranteed by the economic development commission 
under chapter 6 - 09.2 . 

7. Bonds issued by the North Dakota municipal bond bank 
pursuant to chapter 6 - 09.4. 

8 . Bonds issued by the state board of higher education under 
chapter 15 - 55. 

9 . Revenue bonds issued by the state water conservation 
commission . 

10 . Interim financing notes issued by the state water 
conservation commission pursuant to chapter 16 - 02. 
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11. Warrants issued by a city under chapter 40-24. 

12. Bonds or notes issued pursuant to chapter 40-33.2. 

13. Bonds or other obligations issued pursuant to chapter 
40-58. 

14. Bonds issued under chapter 40-61. 

15. Notes or other interest-bearing obligations of any state 
development corporation of which the company is a member, 
issued in accordance with chapter 10-30. 

16. Bonds or other evidences of indebtedness issued, 
or guaranteed by the Dominion of Canada, or any 
thereof, or by any municipality or district 
provided that the obligations are valid and 
authorized and issued. 

assumed, 
province 
therein, 
legally 

17. Mortgage bonds and debentures of any solvent railway 
company duly incorporated and authorized under the laws of 
this state or of any other state, territory, or insular 
possession of the United States, or of the Dominion of 
Canada or of any province thereof. 

18. Mortgage bonds and debentures of any solvent industrial; 
public utility7 or financial corporation duly incorporated 
and authorized under the laws of the United States of 
America or of any state, territory, or insular possession 
thereof, or of the Dominion of Canada or of any province 
thereof, including rights to purchase or sell these 
securities or obligations if these rights are traded upon 
a contract market designated and regulated by a federal 
agency and purchased for legitimate hedging, 
nonspeculative purposes. 

19. Preferred stock, of, or common or preferred stock 
guaranteed as to dividends by, and common stock of, any 
corporation organized under the laws of the United States, 
any state, territory, or possession of the United States, 
the District of Columbia, the Dominion of Canada or any 
province of the Dominion of Canada, including rights to 
purchase or sell these securities or obligations if these 
rights are traded upon a contract market designated and 
regulated by a federal agency and purchased for legitimate 
hedging, nonspeculative purposes, subject to the following 
restrictions and limitations: 

a. The company issuing the preferred stock or 
guaranteeing the dividends on the common stock must 
have earned an average amount per annum at least equal 
to five percent of the par value of its common and 
preferred stocks or in the case of stocks having no 
par value, of its issued or stated value outstanding 
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at the date of purchase, over the period of seven 
fiscal years immediately preceding the date of 
purchase or which over such period earned an average 
annual amount at least equal to two times the total of 
its annual interest charges, preferred dividends, and 
dividends guaranteed by it, determined with reference 
to the date of purchase. 

b. The company issuing any common stock must have earned 
an average amount per annum at least equal to six 
percent of the par value of its capital stock, or in 
the case of stock having no par value of the issued or 
stated value of such stock, outstanding at the date of 
purchase over the period of seven fiscal years 
immediately preceding the date of purchase. 

c. The company issuing or guaranteeing the stock has not 
been in arrears in the payment of dividends thereunder 
for a period of ninety days within the five - year 
period immediately preceding purchase of the stock. 

d. Investments in preferred, guaranteed, and common 
stocks may not exceed in the aggregate teR t1-1enty 
percent of the life insurance company ' s admitted 
assets. 

20 . Savings accounts, under certificates of deposit or in any 
other form, in solvent banks and trust companies which 
have qualified for federal deposit insurance corporation 
protection, shares and savings accounts, under 
certificates of deposit, investment certificates, or in 
any other form, in solvent savings and loan associations 
organized under federal law or state law of any state 
which have qualified for federal savings and loan 
insurance corporation protection, and shares and deposit 
accounts, under certificates of deposit or in any other 
form, in solvent state or federally chartered credit 
unions which are insured by the national credit union 
administration . Investments in the shares and accounts 
are not limited to, or by, the amount of any such 
insurance protection. Short - term or liquidity investments 
such as certificates of der_c::>__si t, re urchase a reements, 

21. 

bankers' acceptances, commercial market 
mutual funds, or interest in solvent 
banks and trust com anies, savin s and loan associations, 
state or federall credit unions, investment 

by a federal agency L 
be deemed 

Loans made upon the security of its own policies, 
life insurance company, but no loan on any policy 
exceed the reserve value thereof. 

if a 
may 
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22. Notes secured by mortgages on improved unemcumbered real 
estate, including leaseholds substantially having and 
furnishing the rights and protection of a first real 
estate mortgage, within the United States of America or 
any province of the Dominion of Canada. No loan may be 
made under this subsection unless at the date of 
acquisition the total indebtedness secured by such lien 
does not exceed seventy-five percent of the value of the 
property upon which it is a lien. The loan may be made in 
an amount exceeding seventy-five percent so long as any 
amount over seventy-five percent of the value of the 
property mortgaged is guaranteed or insured by the federal 
housing administration or guaranteed by the administrator 
of veterans affairs or is insured by private mortgage 
insurance through an insurance company authorized to do 
business in this state. Loans may be amortized on the 
basis of a final maturity not exceeding thirty years from 
the date of the loan with an actual maturity date of the 
loan at any time less than thirty years. A loan on a 
single-family dwelling where the loan is amortized on the 
basis of a final maturity twenty-five years or less from 
the date of the loan may be made in an amount not 
exceeding eighty percent of the value of the property 
mortgaged. The loan on a single-family dwelling may be 
made in an amount exceeding eighty percent so long as any 
amount over eighty percent of the value of the property 
mortgaged is insured by private mortgage insurance through 
an insurance company authorized to do business in this 
state. Buildings may not be included in the valuation of 
such property unless they are insured and the policies are 
made payable to the company as its interest may appear. A 
loan may not be made in excess of the amount of insurance 
carried on the buildings plus the value of the land. No 
insurance company may hold less than the entire loan 
represented by the bonds or notes described in this 
subsection except that a company may own part of an 
aggregate obligation if all other participants in the 
investment are insurance companies authorized to do 
business in North Dakota or banks whose depositors are 
insured by the federal deposit insurance corporation or 
savings and loan associations whose members are insured by 
the federal savings and loan insurance corporation or 
unless the security of the bonds or notes, as well as all 
collateral papers, including insurance policies, executed 
in connection therewith, are made to and held by a trustee 
which is a solvent bank or trust company having a paid-in 
capital of not less than two hundred fifty thousand 
dollars, except in case of banks or trust companies 
incorporated under the laws of the state of North Dakota, 
wherein a paid-in capital of not less than one hundred 
thousand dollars is required. In case of proper 
notification of default, the trustee, upon request of at 
least twenty-five percent of the holders of the bonds 
outstanding, and proper indemnification, shall proceed to 
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protect the rights of the bondholders under the provisions 
of the trust indentures. An insurance company may acquire 
such an interest in rea l estate directly or as a joint 
venture or through a l imited or general partnership in 
which the insurance company is a partner. An insurance 
company acquiring such an interest in real estate on the 
basis of a joint venture or through a limited or general 
partnership may acquire such an interest so long as the 
company's interest does not exceed seventy- five percent of 
the value of the property . 

23 . First mortgage bonds on improved city real estate in any 
state, issued by a corporation duly incorporated under the 
laws of any state of the United States of America, if the 
loans on the real estate are made in accordance with the 
requirements as to first mortgage loans .in subsection 22. 

24. Real estate for the production of income or for 
improvement or development for the production of income 
subject to the following provisions and limitations : 

a. Real estate used primarily for farming or agriculture 
may not be acquired under this subsection . 

b. Investments made by any company under this subsection 
may not at any time exceed ten percent of the admitted 
assets of the company. 

c . An investment in any single parcel of real estate 
acquired under this subsection may not exceed two 
percent of the admitted assets of the company. 

d. The real estate, including the cost of improvements, 
must be valued at cost and the improvements may be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

e . An insurance company may acquire such real estate or 
an interest in such real estate directly or as a joint 
venture or through a limited or general partnership in 
which the insurance company is a partner. 

25. Land and buildings used as home or regional offices, 
subject to the following provisions and limitations: 

a. Land and buildings thereon in which it has its 
principal office and any other real estate including 
regional offices requisite for its convenient 
accommodation in the transaction of its business. 

b. Investments or total commitment in the land and 
buildings may not aggregate more than ten percent of 
the company ' s admitted assets without the consent of 
the commissioner . 
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c. The real estate, including the cost of improvements, 
must be valued at cost and the improvements must be 
depreciated annually at an average rate of not less 
than two percent of the original cost. 

26. Investments by loans or otherwise, in the purchase of 
electric or mechanical machines constituting a data 
processing system. The company may hold the system as an 
admitted asset for use in connection with the business of 
the company if, (a) its aggregate cost does not exceed 
five percent of the admitted assets of the company; (b) 
the cost of the component machines constituting the system 
is fully amortized over a period of not to exceed ten 
years. If a data processing system consists of separate 
component machines acquired at different times, then the 
cost of each component must be amortized over a period not 
to exceed ten years commencing with the date of 
acquisition of each component. 

27. Promissory notes amply secured by the pledge of bonds or 
other evidences of indebtedness in which the company is 
authorized to invest its ftu1ds by the provisions of this 
section. 

28. Loans, securities, or investments in addition to those 
permitted in this section, whether or not the loans, 
securities, or investments qualify or are permitted as 
legal investments under its charter, or under other 
provisions of this section or under other provisions of 
the laws of this state. The aggregate of such company's 
investments under this subsection may not exceed either 
five percent of the company's admitted assets, or the 
amount equal to the company's unassigned surplus, 
whichever is less. 

29. The commissioner may adopt rules as to investments which 
are permissible for any domestic insurance company which 
may waive or increase any limitation on investments or 
authorize companies to invest their funds in investments 
which are not specifically mentioned in statutes relating 
to investments if he finds, after notice and hearing, that 
such funds would be well invested and available for the 
payment of losses. The commissioner, in adopting such 
rules, shall not be any more restrictive, or place any 
greater limitations on, any type of investment in which 
companies are authorized by statute to invest their funds. 

This section does not prohibit a company from taking any action 
deemed necessary or expedient for the protection of investments made 
by it or from accepting in good faith, to protect its interests, 
securities, or property not mentioned in this section in payment or 
to secure debts due to it. 

Approved March 15, 1983 
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CHAPTER 339 

HOUSE BILL NO . 1225 
(Committee on Industry , Business , and Labor) 

(At the request of the Commissioner of Insurance) 

HEALTH CARE BENEFIT PROVIDER 
JURISDICTION 

INSURANCE 

AN ACT to authorize the commissioner of insurance to determine 
jurisdiction of providers of health care benefits. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA : 

SECTION 1 . Jurisdiction over prov ider s of health care benefits . 
Notwithstanding any other provision of law, and except as provided 
herein, any person or other entity, other than an insurance company 
duly licensed in this or another state which provides coverage in 
this state for medical, surgical, chiropractic, physica l therapy, 
speech pathology, audiology, professional mental health, dental, 
hospital, or optometric expenses, whether such coverage is by direct 
payment, reimbursement, or otherwise, shall be presumed to be 
subject to the jurisdiction of the commissioner of insurance unless 
the person or other entity show that while providing such services 
it is subject to the jurisdiction of another agency of this state, 
any subdivisions thereof, or the federal government. 

SECTION 2. How to show jurisdiction. A person or entity may show 
that it is subject to the jurisdiciton of another agency of this 
state, any subdivision thereof, or the federal government by 
providing to the commissioner the appropriate certificate, license, 
or other document issued by the other governmental agency which 
permits or qualifies it to provide those services. 

SECTION 3 . Examination. Any person or entity which is unable 
to show that it is subject to the jurisdiction of another agency of 
this state, any subdivision thereof, or the federal government, 
shall submit to an examinat i on by the commissioner to determine the 
organization and solvency of the person or the entity, and to 
determine whether or not such person or entity is in compliance with 
the applicable provisions of state law . 

SECTION 4 . Subject to state laws. Any person or entity unable to 
show that it is subject to the jurisdiction of another agency of 
this state, any subdivision thereof, or the federal government shall 
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be subject to all appropriate provisions of state law regarding the 
conduct of its business. 

SECTION 5. Disclosure. Any production agency or administrator 
which advertises, sells, transacts, or administers coverage in this 
state described in section l which is provided by any person or 
entity described in section 3 shall, if that coverage is not fully 
insured or otherwise fully covered by an admitted life or disability 
insurer, nonprofit hospital service plan, or nonprofit health care 
plan, advise any purchaser, prospective purchaser, and covered 
person of such lack of insurance or other coverage. 

Any administrator which advertises or administers coverage in 
this state, described in section 1, which is provided by any person 
or entity described in section 3, shall advise any production agency 
of the elements of the coverage including the amount of "stop-loss" 
insurance in effect. 

Approved March 10, 1983 
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CHAPTER 340 

HOUSE BILL NO . 1068 
(Legislative Council) 

(Inter im Social Services Committee) 

INSURANCE 

COMPREHENSIVE HEALTH INSURANCE PLAN 

AN ACT to create and enact a new paragraph to subdivision d of 
subsection 1 of section 26 - 16.1- 03, a new paragraph to 
subdivision d of subsection 1 of section 26 - 16.1 - 04, section 
26 - 16.1 - 04.1 , and a new section to chapter 57 - 38 of the North 
Dakota Century Code, or in the alternative if House Bill No. 
1054 is approved by the forty - eighth legislative assembly, a 
new paragraph to subdivision d of subsection 1 of section 
26.1 - 08- 05, a new paragraph to subdivision d of subsection 1 
of section 26.1 - 08 - 06, section 26.1 - 08-06.1, and a new section 
to chapter 57 - 38 of the North Dakota Century Code, relating to 
elimination of coverage for experimental medical and surgical 
procedures, maximum benefits of a qualified medicare extended 
plan, and an income tax credit for comprehensive health 
association assessments; to amend and reenact section 
26 - 01 - 11, subsection 12 of section 26 - 16 . 1 - 01, section 
26 - 16.1 - 05, subsection 2 of section 26 - 16.1 - 07, subsection 4 
of section 26 - 16.1 - 08, section 26 - 16 . 1 - 09, and subsection 4 of 
section 26- 16.1- 11 of the North Dakota Century Code, or in the 
alternative if House Bill No. 1054 is approved by the 
forty - eighth legislative assembly, section 26.1 - 03 - 17, 
subsection 10 of section 26 . 1- 08-01, subsection 2 of section 
26 . 1- 08 - 03, sections 26.1 - 08 - 04 and 26.1 - 08- 08, subsection 4 
of section 26.1 - 08 - 09, and subsect i on 4 of section 26.1 - 08 - 12 
of the North Dakota Century Code, relating to a premium tax 
credit for comprehensive health association assessments, to 
the definition of qualified plan, to limiting association 
premiums to one hundred thirty- five percent of established 
rates, to the payment of claim expenses in excess of premiums 
allocated for the payment of benefits, to the maximum benefits 
of the comprehensive health insurance plan, and to a waiting 
period; to repeal subsection 3 of section 26 - 16 . 1 - 07 of the 
North Dakota Century Code, or in the alternative if House Bill 
No. 1054 is approv ed by the forty - eighth legislative assembly 
to repeal subsection 3 of section 26.1 - 08 - 03 of the North 
Dakota Century Code, relating to contracts of reinsurance; and 
to declare an emergency. 



INSURANCE CHAPTER 340 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

1143 

SECTION 1. AMENDMENT. If House Bill No. 1054 does not 
become effective, section 26-01-11 of the 1981 Supplement to the 
North Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-01-11. Commissioner of insurance to collect premium tax - Insurance 
companies generally - Domestic fire insurance companies - Computation. Before 
issuing the annual certificate required by law, the commissioner of 
insurance shall collect the following annual taxes from insurance 
companies doing business within the state: 

1. From every insurance company doing business in this state 
except stock and mutual companies organized under the laws 
of this state, a tax equal in amount to two and one-half 
percent of the gross amount of premiums, membership fees, 
and policy fees received in this state during the 
preceding year, such tax to be payable at the time when 
the annual statement of business required by law is filed; 
provided, however, that this tax shall not apply to 
considerations for annuities. 

2. From every domestic fire insurance company, whether 
mutual, stock, or otherwise, a tax upon its fire insurance 
premiums or assessments, or both, equal to one-half of one 
percent of the gross premiums and assessments, less return 
premiums on all direct business received by it, or by its 
agent for it, in cash or otherwise in this state. Such 
tax shall be collected for the purpose of assisting in the 
maintenance of the fire marshal's department and shall be 
payable on or before March first in each year. 

The amount of any assessment paid by any member of a comprehensive 
health association under subsection 4 of section 26-16.1-08 is a 
credit against the premium and income tax for which the member may 
be liable for the year in which the assessment was paid. 

SECTION 2. AMENDMENT. If House Bill No. 1054 does not 
become effective, subsection 12 of section 26-16.1-01 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

12. "Qualified plan" means those health b.enefi t plans which 
have been certified by the commissioner as providing the 
minimum benefits required by section 26-16.1-03 e~, 
26-16.1-04, or 26-16.1-04.1 or the actuarial equivalent of 
those benefits. 

SECTION 3. If House Bill No. 1054 does not become effective, 
a new paragraph to subdivision d of subsection 1 of section 
26-16.1-03 of the 1981 Supplement to the North Dakota Century Code 
is hereby created and enacted to read as follows: 
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Any charge for organ transplants unless prior 
approval is received from the board of directors 
of the comprehensive health association. 

SECTION 4 . If House Bill No. 1054 does not become effective, 
a new paragraph to subdivision d of subsection 1 of section 
26-1 6 .1-04 of the 1981 Supplement to the North Dakota Century Code 
is hereby created and enacted to read as follows: 

Any charge for organ transplants unless prior 
approval is received from the board of directors 
of the comprehens i ve health association . 

SECTION 5. If House Bill No. 1054 does not become effective, 
section 26-16.1 - 04.1 of the North Dakota Century Code is hereby 
created and enacted to read as follows: 

26 - 16.1 - 04.1. Minimum benefits of a qualified medicare 
extended plan. A qualified plan of health coverage must be 
established for eligible persons who are enrolled under title 1, 
part 1 of Public Law 89 - 97 and amendments thereto (Health Insurance 
for the Aged Act), known as medicare. The plan of health care 
coverage must supplement medicare part A and medicare part B and 
must provide for benefits consisting of that portion of medicare 
eligible expenses which are not paid by medicare part A and medicare 
part B. The plan of health coverage must provide benefits for 
medicare deductible and coinsurance amounts for medicare eligible 
expenses to the extent recognized as reasonable by medicare part A 
and medicare part B. No benefits may be provided for expenses that 
are not medicare eligible expenses . 

SECTION 6. AMENDMENT. If House Bill No. 1054 does not 
become effective, section 26 -1 6 .1-05 of the 1981 Supplement to the 
North Dakota Century Code is hereby amended and reenacted to read as 
follows: 

26-16.1-05. Association plan premium . The schedule of premiums to 
be charged eligible persons for membership in the comprehensive 
health insurance plan shal l be aes~~fiea ~e ee se~£-s~~~e~~~R~ aRe 
easea eR ~eRe~a~~Y aeee~~ea ae~~a~~a~ ~~~Re~~~es established by the 
association but may not exceed one hundred thirty- five percent of 
the average premium rates charged by the five largest insurers with 
the largest individual qualified plan of insurance in force in this 
state. The premium rates of the five insurers used to establish the 
premium rates for each type of coverage offered by the association 
shall be determined by the commiss ioner from information provided by 
all insurers annually at the request of the commissioner. The 
information requested must include the number of qualified plans or 
actuarial equivalent plans offered by each insurer and the rates 
charged by the insurer for each type of plan offered by the insurer 
and any other information as the commissioner considers as 
necessary. The commissioner shall utilize generally acceptable 
actuarial principles and structurally compatible rates. 
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SECTION 7. AMENDMENT. If House Bill No. 1054 does not 
become effective, subsection 2 of section 26-16.1-07 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

2. The board of directors of the association shall be made up 
of ten individuals, one from each of the ten participating 
member insurers of the association with the highest annual 
premium volumes of accident and sickness insurance 
contracts as determined in subsection 1. Each board 
member shall be entitled to votes, in person or by proxy, 
based on the member's annual premium volume of accident 
and sickness insurance contracts as determined in 
subsection l, in accordance with the following schedule: 

$ 100,000 
$ 5,000,000 
$10,000,000 
$15,000,000 

4,999,999 
9,999,999 

- 14,999,999 
or more 

1 vote 
2 votes 
3 votes 
4 votes 

Members of the board may be reimbursed from the moneys of 
the association for expenses incurred by them due to their 
service as board members, but shall not otherwise be 
compensated by the association for their services. The 
costs of conducting the meetings of the association and 
its board of directors shall be borne by participating 
members of the association in accordance with subsection 4 
of section 26-16.1-08. 

SECTION 8. AMENDMENT. If House Bill No. 1054 does not 
become effective, subsection 4 of section 26-16.1-08 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

4. Each participating member of the association which is 
liable for state income tax or state premium tax shall 
share the losses due to claims expenses and meeting 
expenses under subsection 2 of section 26-16.1-07 of the 
comprehensive health insurance plan ~~~s~aR~ ~e ~~e ~e~ffis 
ef ~Ra~v~a~ai ~e~Rs~~aRee eeR~~ae~s eKee~~ea sy ~~e 
assee~a~~eR w~~~ eae~ ~a~~~e~~a~~R~ ffieffise~ ~R aeee~aaRee 
w~~~ see~~eR ~G-iG~~-e~~ Bev~a~~eRs ~R. The difference 
between the total claims expense of the association plan 
f~effi and the premium payments allocated to the payment of 
benefits s~aii se is the liability of those association 
members that are liable for state income--tax or state 
premium tax. Assee~a~~eR Such association members shall 
share in the excess costs of the ass~ciation plan in an 
amount equal to the ratio of a member's total annual 
premium volume for accident and sickness insurance 
charges, received from or on behalf of state residents, to 
the total accident and sickness insurance premium contract 
charges received by a~~ association members that are 
liable for state income taxes or state premium taxes from 
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or on beha l f of state residents, as determined by the 
commissioner. ~fie ~e~Bs~~aHe e e eB~~ae ~ s sfia~~ ~~ev~ ee £e ~ 

a ~e~~eae~ ~ve ee~e~ffi~Ha~~eH e£ eae fi Each member ' s 
l iabi l ity may be de t ermi ned retroactive l y ana--payment of 
the a ssessment shall be due within thirty days after e ae fi 
~eBewa ~ ea~ e e£ ~fie ~e~Bs~~aHee eeH~~ae ~ notice of the 
assessment i s g i ven . Fa ilure by a member to tender to the 
association the f ul l amount assessed ~e~Hs~~aHee ~ayffieH~S 

withi n t h i rty days o f notificat i on b y the association 
sha l l be grounds for t e rmination o f membership. 

SECTION 9 . AMENDMENT. I f House Bill No. 1054 does not 
become effect i ve, sect i on 26 -1 6. 1-09 o f the 1981 Supplement to the 
North Dakota Century Code is he r eby amended and reenacted to read as 
fo ll ows: 

26 - 16.1 - 09. Minimum benefits of comprehensive health insurance plan . 
The association through i ts comprehens i ve health insurance plan 
sha l l offer policies which provide at least the benefits of a number 
one, two, and three qualified p l an A and qualified plan B and a 
qualified medicare extended plan. 

SECTION 10 . AMENDMENT. If House Bi ll No . 1054 does not 
become effective, subsect i on 4 of section 26 -16.1 - 11 of the 1981 
Supplement to the North Dakota Century Code is hereby amended and 
reenacted to read as follows: 

4 . No person who obt ains coverage pursuant to this section 
shal l be covered for any preexisting condition during the 
first six months of coverage under the association plan if 
the person was diagnosed or treated for that condition 
during the ninety days immediately preceding the filing of 
an application. However, this subsection does not apply 
to a person who has had continuous coverage under an 
individual, a fami l y, or group accident and sickness 
insurance policy during the year immediately preceding the 
filing of an application for nonelective procedures . 

SECTION 11. If House Bill No . 1054 does not become effective, 
a new section to chapter 57 - 38 of the North Dakota Century Code is 
hereby created and enacted to read as follows: 

Income tax credit for comJ.=>rehensive health association 
assessments. The amount of any assessment J.=>aid by any member of the 
comJ.=>rehensive health association under subsection 4 of section 
26 - 16.1 - 08 is a credit a9:ainst the state income tax for which a 
member may be liable for the year which the assessment was J.=>aid. 

SECTION12. AMENDMENT. Section 26.1 - 03 - 17 of theNorth 
Dakota Century Code as created by House Bill No . 1054, as approved 
by the forty - eighth legis l ative assembly, is hereby amended and 
reenacted to read as fol l ows: 
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26.1-03-17. Commissioner to collect premium tax - Insurance companies 
generally - Domestic fire companies Computation. Before issuing the 
annual certificate required by law, the commissioner shall collect 
the following annual taxes from insurance companies doing business 
within the state: 

1. From every insurance company doing business in this state 
except stock and mutual companies organized under the laws 
of this state, a tax equal in amount to two and one-half 
percent of the gross amount of premiums, membership fees, 
and policy fees received in this state during the 
preceding year. This tax shall not apply to 
considerations for annuities. The tax is payable at the 
time when the annual statement of business required by law 
is filed. 

2. From every domestic fire insurance company, whether 
mutual, stock, or otherwise, a tax upon its fire insurance 
premiums or assessments, or both, equal to one-half of one 
percent of the gross premiums and assessments, less return 
premiums on all direct business received by it, or by its 
agent for it, in cash or otherwise in this state. The tax 
is collected for the purpose of assisting in the 
maintenance of the fire marshal's department and is 
payable on or before March first of each year. 

The amount of any assessment paid by any member of a comprehensive 
health association under subsection 4 of section 26.1-08-09 is a 
credit against the premium tax for which the member may be liable 
for the year in which the assessment was paid. 

SECTION 13. AMENDMENT. Subsection 10 of section 26.1-08-01 
of the North Dakota Century Code as created by House Bill No. 1054, 
as approved by the forty-eighth legislative assembly, is hereby 
amended and reenacted to read as follows: 

10. "Qualified plan" means those health benefit plans 
certified by the commissioner as providing the minimum 
benefits required by section 26.1-08-05 e~, 26.1-08-06, or 
26.1-08-06.1 or the actuarial equivalent of those 
benefits. 

SECTION 14. AMENDMENT. Subsection 2·of section 26.1-08-03 
of the North Dakota Century Code as created by House Bill No. 1054, 
as approved by the forty-eighth legislative assembly, is hereby 
amended and reenacted to read as follows: 

2. Thr. board of directors of the association must consist of 
~=n individuals, one from each of the ten participating 
member insurance companies of the association with the 
highest annual premium volumes of accident and sickness 
insurance contracts as determined in subsection 1. Each 
board member is entitled to votes, in person or by proxy, 
based on the member's annual premium volume of accident 
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and sickness i nsurance contracts as determined in 
subsection 1 , in accordance with the following schedule: 

$ 100,000 
$ 5,000,000 
$10,000,000 
$15,000,000 

4,999,999 
9,999,999 

- 14,999,999 
or more 

1 vote 
2 votes 
3 votes 
4 votes 

Members of the board may be reimbursed from the moneys of 
the association for e xpenses incurred by them due to their 
service as board members, but may not otherwise be 
compensated by the association for the i r services. The 
costs of conducting the meetings of the association and 
its board of directo r s must be borne by participating 
members of the assoc i ation in accordance with subsection 4 
of section 26 . 1 - 08 - 09. 

SECTION 15. AMENDMENT . Section 26. 1- 08 - 04 of the North 
Dakota Century Code as created by House Bill No. 1054 , as approved 
by the forty - eighth legislative assemb l y, is hereby amended and 
reenacted to read as follows: 

26.1 -08-04 . Minimum benefits of association plan . The association 
through i ts plan must offer po l icies which provide at least the 
benefits of a number one, two, and three qualified plan A and 
qualified plan B and a qualified medicare extended plan. 

SECTION 16. A new paragraph to subdivision d of subsection 1 
of section 26 . 1 - 08 - 05 of the North Dakota Century Code as created by 
House Bill No. 1054, as approved by the forty - eighth legislative 
assembly, is hereby created and enacted to read as fol l ows: 

Any charge for organ transplants unless prior 
approval is received from the board of directors 
of the comprehensive health association . 

SECTION 17 . A new paragraph to subdivision d of subsection 1 
of section 26 . 1- 08-06 of the North Dakota Century Code as created by 
House Bill No. 1054, as approved by the forty - eighth legislati v e 
assembly, is hereby created and enacted to read as follows: 

Any charge for organ transplants unless prior 
approval is received from the board of directors 
of the comprehensive health association . 

SECTION 18 . Section 26 . 1 - 08 - 06.1 of the North Dakota Century 
Code as created by House Bill No. 1054 , as approved by the 
forty - eighth legislative assembly, is hereby created and enacted to 
read as follows: 

26.1 - 08 - 06 . 1. Minimum benefits of a qualified medicare 
extended plan. A qualified plan of health coverage must be 
established for eligible persons who are enrolled under title 1, 
part 1 of Public Law 89 - 97 and amendments thereto (Health Insurance 
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for the Aged Act), known as medicare. The plan of health care 
coverage must supplement medicare part A and medicare Pert B and 
must provide for benefits consisting of that portion of medicare 
eligible expenses which are not paid by medicare part A and medicare 
part B. The plan of health coverage must provide benefits for 
medicare deduct i ble and coinsurance amounts for medicare eligible 
expenses to the extent recognized as reasonable by medicare part A 
and medicare part B. No benefits may be provided for expenses that 
are not medicare eligible expenses. 

SECTION 19. AMENDMENT. Section 26.1 - 08 - 08 of the North 
Dakota Century Code as created by House Bill No. 1054, as approved 
by the forty-eighth legislative assembly, is hereby amended and 
reenacted to read as follows: 

26 . 1-08-08 . Association plan premium . The schedule of premiums to 
be charged eligible persons for membership in the association plan 
must be ees~~fiee ~e ee self - sM~~e~~~fi~ afie easee e fi ~efie~a l l y 

aeee~~ee ae~Ma~~al ~~~fie~~les established by the association but may 
not exceed one hundred thirty- five percent of the average premium 
rates charged by the five largest insurers with the largest 
indiv idual qualified plan of insurance in force in this state . The 
premium rates of the fi v e insurers used to establish the premium 
rates for each type of coverage offered by the association shall be 
determined by the commissioner from information provided by all 
insurers annually at the request of the commissioner. The 
information requested must include the number of qualified plans or 
actuarial equivalent plans offered by each insurer and the rates 
charged by the insurer for each type of plan offered by the insurer 
and any other information as the commissioner considers as 
necessary . The commissioner shall utilize generally acceptable 
actuarial principles and structurally compatible rates. 

SECTIO N 20 . AMENDMENT . Subsec~ion 4 of section 26.1 - 08 - 09 
as created by House Bill No. 1054, as approved by the forty - eighth 
legislative assembly, is hereby amended and reenacted to read as 
follows: 

4. Each participating member of the association which is 
liable for state income tax or state premium tax must 
share the losses due to claims expenses and meeting 
expenses under subsection 2 of 26.1 - 08 - 03 of the 
association plan ~M~sMaR~ ~e ~fie ~ e ~ffis ef ~Re~~~eMal 
~e~RSM~aRee eeB~~ae~s exeeM~ee ey ~fie essee~e~~eB w~~fi 

eeefi ~e~~~e~~e~~B~ ffieffiee~ ~ B eeee~eeBe e w~~fi see~~eB 
~e~ l - 98-93~ ABy ee~~e~~8B ~B . The difference between the 
total claims expense of the association plan f~e ffi and the 
premium payments allocated to the payment of benefits is 
the liability of those association members that are liable 
for state income taXer state premium tax . Assee:i:e ~ :i:e B 
Such association members must share in the excess costs of 
the association plan in an amount equal to the ratio of a 
member's total annual premium volume for accident and 
sickness insurance charges, received from or on behalf of 
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state residents, to the total accident and sickness 
insurance premium contract charges received by a~~ 

association members that are li able for state income taxes 
or state premium taxes from or on behalf of state 
residents, as de termined by the commissioner . ~fie 

~ei~s~~a~ee ee~~~ae~s ffl~s~ ~~e¥iae fe~ a ~e~~eae~i¥e 
ae~e~ffli~a~ie~ ef eaefi Each member ' s liability may be 
determined retroactively and payment of the assessment is 
due within thirty days after eaefi ~e~ewa~ aa~e ef ~fie 

~ei~s~~a~ee ee~~~ae~ notice of the assessment is given. 
Failure by a member to tender to the association the full 
amount assessed ~ei~s~~a~ee ~ayffle~~s within thirty days of 
notification by the association is grounds for termination 
of membership. 

SECTION 21 . AMENDMENT. Subsection 4 of section 26 . 1-08-12 
of the North Dakota Century Code as created by House Bill No . 1054, 
as approved by the forty - eighth legislative assembly, is hereby 
amended and reenacted to read as follows: 

4. A person who obtains coverage pursuant to this section may 
not be covered for any preexisting condition during the 
first six months of coverage under the association plan if 
the person was diagnosed or treated for that condition 
during the ninety days immediately preceding the filing of 
an application. This subsection does not apply to a 
person who has had continuous coverage under an 
individual, a family, or group policy during the year 
immediately preceding the filing of an application for 
nonelective procedures . 

SECTION 22. If House Bill No. 1054 becomes effective, 
section to chapter 57 - 38 of the North Dakota Century Code is 
created and enacted to read as follows: 

a new 
hereby 

Income tax credit for comprehensive health association 
assessments. The amount of any assessment paid by any member of the 
comprehensive health association under subsection 4 of section 
26.1 - 08-09 is a credit against the state income tax for which a 
member may be liable for the year which the assessment was paid. 

SECTION 23. REPEAL . If House Bill No. 1054 does not become 
effective, subsection 3 of section 26 -16.1 - 07 of the 1981 Supplement 
to the North Dakota Century Code is hereby repealed . 

SECTION 24. REPEAL. If House Bill No. 1054 does become 
effective, subsection 3 of section 26 . 1-08-03 of the North Dakota 
Century Code is hereby repealed. 

SECTION 25. EMERGENCY . This Act is hereby declared to be an 
emergency measure and shall be in effect from and after its passage 
and approval. 

Approved March 21 , 1983 
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CHAPTER 341 

SENATE BILL NO. 2231 
(Committee on Industry, Business, and Labor) 

(At the request of the Commissioner of Insurance) 

STATE BONDING FUND 

1151 

AN ACT to establish a state bonding fund; to repeal chapter 26-23 of 
the North Dakota Century Code, relating to the state bonding 
fund, or in the alternative, to repeal chapter 26.1-21 of the 
North Dakota Century Code, as created by House Bill No. 1054, 
as approved by the forty-eighth legislative assembly, relating 
to the state bonding fund. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. Definitions. In this chapter, unless the context or 
subject matter otherwise requires: 

l. "Blanket bond" means a bond which covers collectively all 
public employees and public officials without the 
necessity of scheduling names or positions as a part of 
the bond, and a bond whereby new public employees and new 
public officials entering employment or office during the 
period of the bond are automatically included without 
notice to the fund. 

2. "Commissioner" means the commissioner of insurance. 

3. "Fund" means the state bonding fund. 

4. "Political subdivision" means a county, city, township, 
school district or park district, or any other unit of 
local government. 

5. "Public employee" means and includes any and all persons 
employed by the state or any of its political 
subdivisions, officer£ and employees eligible under 
section 57-15-56, and employees under section 61-16.1-05 
except for persons employed by the occupational and 
professional boards and commissions under title 43, and by 
the state bar association. 
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6. "Public off icial" means any officer or deputy, either 
elected or appointed, o f the state or any of it s politica l 
subdivisions who is required to be bonded by any law of 
this state, except for officers of the occupational and 
professional boards and commissions under title 43, and of 
the state bar association. 

7. "State" means state departments, agencies, industries, and 
institutions . 

SECTION 2. State bonding fund under management of commissioner . The 
commissioner shall manage the fund. The fund shall be maintained as 
a fund for the bonding of public employees and public officials . 
All moneys collected under this chapter shall be paid into such 
fund . 

SECTION 3. Commissioner may employ assistants. The commissioner 
may employ such clerical and other assistants as may be necessary to 
operate the fund. The salaries of all employees together with all 
other expenditures for the operation of the fund shall remain within 
the appropriations made from time to time by the legislative 
assembly for such purposes and shall be paid by warrant - check drawn 
on the state treasury prepared by the office of management and 
budget after the approval of expense vouchers by the office of the 
budget. 

SECT ION 
general shall 
actions and 
behalf of the 

4. Attorney general is attorney for f und . The attorney 
act as attorney for the commissioner in any and all 
proceedings to which the commissioner is a party on 
fund. 

SECTION 5. Investment of fund. Investment of the fund is under 
the supervision of the state investment board in accordance with 
chapter 21 - 10. 

SECTION 6. Condition of bond created by c hapter - Limitation. The 
condition of the blanket bond, arising under the provisions of this 
chapter shall be limited to that of a fidelity bond and shall 
provide that the public employee or public official, as principal, 
shall render a true account of all moneys and property of every kind 
that come into his hands as such public employee or public official, 
and shall pay over and deliver the same according to law. 

SECTION 7. Coverage. The amount of coverage afforded to each 
state agency, department, industry, and institution shall be 
determined by the commissioner based upon the amount of money or 
property handled and the opportunity for defalcation. The coverage 
may be greater than but not less than the amount required by law for 
such positions. 

SECTION 8. Review of public official and employee bond coverage. Each 
state agency, department, industry, and institution shall annually 
review the amount of blanket bond coverage of its officers and 
employees . When conducting an audit examination of such state 
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agencies, departments, industries, and institutions, the state 
auditor shall evaluate the blanket bond coverage and, if deemed 
necessary, shall include recommendations for changes in the amount 
of that coverage in the auditor's r~port. 

SECTION 9. Premiums - Amount to whom paid - Minimum. The premium 
for a blanket bond shall be determined by the commissioner. 
Premiums shall be paid in advance by the proper authority of the 
state, or of the political subdivision of the state, from its 
treasury, to the state treasurer who shall keep the same in the 
fund. The state treasurer shall issue quadruple receipts therefor. 
The treasurer shall file one of such receipts in the treasurer's 
office, and shall mail one to the official making such payment, one 
to the commissioner,_ and one to the state auditor. The minimum 
premium for each bond shall be two dollars and fifty cents per year. 
Payments shall be made for one year or for such longer terms as the 
commissioner may prescribe. From and after July 1, 1953, the 
premiums referred to in this section shall be waived until the 
reserve fund of the state bonding fund shall have been depleted 
below the sum of two and one-half million dollars. The collection 
of premiums shall be resumed on the bonds, at the rates herein set 
forth, whenever the reserve fund shall be depleted below the sum of 
two and one-half million dollars. The premiums shall continue to be 
collected until the reserve fund shall reach a total of three 
million dollars, at which time all premiums shall again be waived 
until the reserve fund has been depleted below the sum of two and 
one-half million dollars. 

SECTION 10. Automatic insurance of state and political subdivisions. 
The public employees and public officials of the state and each 
political subdivision thereof, as the case may be, shall be insured 
in the fund according to the provisions· of this chapter upon 
application to the state bonding fund and upon approval by the 
commissioner. Unless an application is denied within sixty days 
from the date it is received by the state bonding fund, the 
application will be deemed approved and bond coverage in force. The 
provisions of this chapter and of any statute requiring a bond shall 
constitute the bond of each and every public official for the 
purpose of any law of this state requiring such bond and shall 
constitute the entire contract between the fund and the state or its 
political subdivisions, respectively, as the obligee in any such 
bond. 

SECTION 11. Default of public employees or public officials - Duty of 
public officer - Limitation on filing of claims against fund. Immediately upon, 
and in no event later than sixty days after, the discovery of any 
default or wrongful act on the part of any public employee or public 
official, for which the fund is or may become liable, the state 
auditor, county auditor, city auditor, township clerk, or school 
district clerk, or the treasurer of the state or subdivision 
thereof, if the defaulting officer is the auditor or clerk of the 
state or political subdivision, and any other officer having 
supervision of a defaulting public employee or public official, 
shall file a claim with the commissioner against the fund. Any 
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person injured by such default or wrongful act, if that person 
intends to hold the fund liable therefor, must present the claim to 
the commissioner within sixty days after the discovery of such 
default or wrongful act. If a claim is not filed within the time 
limited by this section, such c la im is waived. A claim filed under 
the provisions of this sec ti on shal l contain an abstract of the 
facts upon which it is based and shall be verified by the claimant 
or by someone in the claimant's behalf, and, together with all 
papers relating thereto, shall remain on file with the commissioner. 

SECTION 12. Commissioner to notify state auditor of default of public 
employee or public official - Duty of state auditor. If any public employee 
or public official shall default or create a l'iability against the 
fund, the commissioner shal l notify the state auditor, who 
immediately shall check the accounts of such public employee or 
public official and file· a report with the commissioner stating the 
amount, if any, due from the fund because of such default or 
wrongful act. For such service, the auditor shall be ~aid out of 
the fund the same fees as the auditor is paid for auditing the 
accounts of county officers. 

SECTION 13 . Audit of claims against state bonding fund - Register of 
claims. All liability claims against the fund shall be audited by 
the commissioner, and such audit shall be approved by the attorney 
general. The commissioner sha ll have the authority to prescribe the 
forms upon which claims shall be presented, and may administer oaths 
and examine witnesses in connection with claims presented to him. 
If the commissioner, with the approval of the attorney general, 
shall find a claim or any part thereof to be a valid, just, and 
proper charge against the fund, the commissioner shall make and file 
an order to that effect and state therein the amount allowed upon 
the claim. A brief description of every claim filed against the 
fund shall be entered by the commissioner in a register provided for 
that purpose showing the name of the claimant, the amount and 
character of the claim, the action taken upon the claim, and the 
date when such action was taken. 

SECTION 14. Filing claim is condition precedent to bringing action -
Failure to act is refusal. No action may be maintained against the fund 
upon any claim whatever until the claim first has been presented for 
allowance as provided in this chapter and the allowance of such 
claim has been refused. Any claim which has not been acted upon and 
allowed or disallowed within sixty days after its presentation for 
allowance shall be deemed to be refused . The filing and 
disallowance of the claim must be alleged in the complaint in any 
action brought thereon against the fund. 

SECTION 15. Limitation of time for bringing action against the fund. No 
action may be maintained against the fund upon any claim whatever 
unless such action is commenced within one year after filing of the 
claim with the commissioner. 

SECTION 16 . Suit by party injured by default of public employee or 
public offic ial - Subrogation - Right of appeal. Any person or corporation 
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injured by the default or wrongful act of any public employee or 
public official may sue the public employee or public official and 
to effect recovery from the fund must join the fund as codefendant. 
A judgment must be obtained against the public employee or public 
official to create liability upon the bond. If the judgment is 
obtained against the public employee or public official, it must 
specify that to the extent to which the fund is liable upon the bond 
of the public employee or public official, the judgment shall be 
paid out of any money in the fund or that which may accrue to the 
fund. If the judgment is paid out of the fund, the fund has a right 
to recover and is subrogated to the right of the judgment creditor 
to recover against such public employee or public official. In all 
proceedings to enforce such right of subrogation, the commissioner 
shall act for and in behalf of the fund, and in any action or 
proceeding the commissioner may appeal from any appealable order or 
from any judgment against the fund the same as other parties to 
civil actions may appeal. 

SECTION 17. Allowed liability claims payable from fund - Administrative 
expenses - Methods of payment. All liability claims which are allowed 
against the fund shall be paid upon warrants drawn upon the state 
treasurer against the fund. Such warrants shall be prepared by the 
office of management and budget pursuant to the directions of the 
commissioner. Payments for administrative expenses of the state 
bonding fund shall be made within the limitations of legislative 
appropriations upon warrant-checks prepared by the office of 
management and budget after the approval of vouchers by the 
commissioner. 

SECTION 18. Commissioner may make examinations Request for 
accounting - Reporting defaulting official to governor. If the commissioner 
is of the opinion at any time that the interests of the fund are 
jeopardized by the misconduct or inefficiency of any public 
official, the commissioner shall make, or request the state auditor 
to make, an examination, and, if necessary, shall cause an action 
for an accounting to be instituted against such public official for 
the purpose of requiring a complete disclosure of the business of 
the office of which such public official is an incumbent. Such 
action shall be brought in the name of the commissioner as 
plaintiff, and the court in such action may interplead all parties 
concerned. Whenever the commissioner deems it advisable, the 
commissioner shall make a complaint to the governor requesting the 
governor to institute an investigation with the purpose of removing 
from the office any defaulting public official or any public 
official who so conducts the affairs of his office as to endanger 
the fund. 

SECTION 19. Cancellation of liability of fund - When permitted - Effect. 
The commissioner, after due investigation and if in the 
commissioner's judgment the interests of the fund require, may 
cancel the liability of the fund for the acts of any public employee 
or public official, such cancellation to take effect thirty days 
after written notice thereof. In such case, the public official 
whose bond is canceled, or the public employee whose coverage is 
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canceled under a blanket bond, may secure, at his own expense, a 
bond executed by a duly authorized surety company. 

SECTION 20. Notice of cancellation - Right to appeal from cancellation -
Procedure . The commi ssioner shall notify the public employee or 
public official immediately by registered or certified mail when his 
bond, or coverage under a blanket bond, is ordered canceled, and the 
public employee or public official shall have twenty days after the 
receipt of such notice within which to take an appea l from the 
decision of the commissioner to the district court of the judicial 
district in which the public employee or public official resides . 
The court shal l hear such appeal at a day to be fixed by the judge 
thereof not less than ten days nor more than thirty days after the 
filing of the appeal with the clerk. Notice of such appeal shall be 
served by the appellant upon the commissioner. The case shall be 
tried by the court without a jury . 

SECTION 21. Fund may reinsure risks - Premium on reinsurance. The 
commissioner may reinsure any part of any liability in excess of 
twenty - five thousand dollars upon any one public official, or group 
of public officials and public employees under a blanket bond, at a 
cost not exceeding the rate of premium provided for in this chapter, 
and the expense of such reinsurance shall be paid out of the fund. 

SECTION 22 . Publication of statement of fund - Biennial report to 
governor and office of management and budget . The commissioner, on or 
about the first day of December in each year after the regular 
session of the legislative assembly, shall publish in four 
newspapers of federal circulation within the state a copy of the 
statement of the commissioner's work and of the condition of the 
fund during the two preceding fiscal years . The commissioner shall 
submit a biennial report as prescribed by section 54- 06 - 04 to the 
governor and to the office of management and budget. 

SECTION 23 . Public official may furnish private bond - Premiums payable 
from public moneys only to fund . Any person elected or appointed to 
office, in lieu of the bond provided for in this chapter, may 
furnish a bond issued by a duly authorized surety company, but no 
officer or board of the state or of any political subdivision shall 
pay for any such bond or bonds out of any public funds. 

SECTION 24 . REPEAL . If House Bill No. 1054 does not become 
effective, chapter 26- 23 of the North Dakota Century Code is hereby 
repealed. 

SECTION 25. REPEAL. Chapter 26.1 - 21 of the North Dakota 
Century Code as created by House Bill No. 1054, as approved by the 
forty - eighth legislative assembly, is hereby repealed. 

Approved March 4 , 1983 
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CHAPTER 342 

HOUSE BILL NO. 1411 
(Rued) 

PREMIUM RETURN TO INSURED 

1157 

AN ACT to amend and reenact section 26-04-03 of the North Dakota 
Century Code, or in the alternative to amend and reenact 
section 26.1-24-03 of the North Dakota Century Code as created 
by House Bill No. 1054, as approved by the forty-eighth 
legislative assembly, relating to when an insured is entitled 
to a return of premium. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. If House Bi 11 No. 1054 does not 
become effective, section 26-04-03 of the North Dakota Century Code 
is hereby amended and reenacted to read as follows: 

26-04-03. When insured entitled to return of premium. A person 
insured is entitled to a return of premium, including all policy 
fees in excess of two dollars, on any one policy, and all other sums 
of money paid in consideration of the policy of insurance, as 
follows: 

l. To the whole of such premium, fee, or other sums if no 
part of his interest in the thing insured is exposed to 
any of the perils insured against. 

2. To the whole of the premium when the contract is voidable 
on account of the fraud or misrepresentation of the 
insurer or on account of facts of the existence of which 
the insured was ignorant without his· fault, or when by any 
default of the insured other than actual fraud, the 
insurer never incurred any liability under the policy. 

3. WfieR Except as provided for in a policy form filed with 
and approved by the commissioner, when insurance other 
than life is made for a definite period of time and the 
insured surrenders his policy, to such proportion of such 
premium, fee, or other sum as corresponds with the 
unexpired time upon the amount of the policy remaining 
after deducting therefrom any claim for loss or damage 
under the policy which has accrued previously. 
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SECTION 2. AMENDMENT. Section 26.1-24- 03 of the North 
Dakota Century Code as created by House Bill No. 1054, as approved 
by the forty - eighth legislative assembly, of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

26.1 - 24 -03 . When insured entitled to return of premium. A person 
insured is entitled to a return of premium, including all policy 
fees in excess of two dollars, on any one policy, and all other sums 
of money paid in consideration of the policy of insurance, as 
follows: 

1. To the whole premium, fee, or other sums if no part of the 
insured's interest in the thing insured is exposed to any 
of the perils insured against . 

2. To the whole of the premium when the contract is voidable 
on account of the fraud or misrepresentation of the 
insurer or on account of facts of the existence of which 
the insured was ignorant without the insured's fault, or 
when by any default of the insured other than actual 
fraud, the insurer never incurred any liability under the 
policy. 

3. When Except as provided for in a policy form filed with 
and approved by the commissioner, when insurance other 
than life is made for a definite period of time and the 
insured surrenders the policy, to such proportion of the 
premium, fee, or other sum as corresponds with the 
unexpired time upon the amount of the policy remaining 
after deducting therefrom any claim for loss or damage 
under the policy which has accrued previously. 

Approved March 8, 1983 
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CHAPTER 343 

HOUSE BILL NO. 1321 
(Rued) 

1159 

INSURANCE RATE FILINGS 

AN ACT to amend and reenact subsection 2 of section 26-28-04, and 
subsection 2 of section 26-29-04 of the North Dakota Century 
Code, or in the alternative to amend and reenact subsection 2 
of section 26.1-25-04 of the North Dakota Century Code as 
created by House Bill No. 1054, as approved by the 
forty-eighth legislative assembly, relating to insurance rate 
filings made by insurance rating organizations. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. 
become effective, subsection 2 of 
Dakota Century Code is hereby 
follows: 

If House 
section 
amended 

Bill No. 1054 does not 
26-28-04 of the North 
and reenacted to read as 

2. An insurer may satisfy its obligation to make S1:iefi the 
filings by becoming a member of, or a subscriber to, a 
licensed rating organization which makes S1:iefi the filings, 
and by authorizing the commissioner to accept such filings 
on its behalf; provided, that ll.e'Efi:i:l'ley eell.'Ea:i:ll.ee :i:R 'Efi:i:s 
efia]9'Eel:" sfia±± ee eeRs'Er·1:iee as ~:·eEI1:i:i:l:":i:Rey upon the request 
of the commissioner the insurer must file information 
relating to the insurer which supports the filing made by 
a rating organization prior to the filing becoming 
effective for the insurer. This chapter does not require 
any insurer to become a member of or a subscriber to any 
rating organization. 

SECTION 2. AMENDMENT. 
become effective, subsection 2 of 
Dakota Century Code is hereby 
follows: 

If House 
section 
amended 

Bill No. 1054 does not 
26-29-04 of the North 
and reenacted to read as 

2. An insurer may satisfy its obligation to make such filings 
by becoming a member of, or a subscriber to, a licensed 
rating organization which makes such filings, and by 
authorizing the commissioner to accept s1:iefi the filings on 
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its behalf; provided, that Re~fi~R~ eeR~a~Ree ~R ~fi~s 
efia~~e~ sfia~~ ee eeRs~~~ee as ~e~~~~iR~ upon the request 
of the commissioner an insurer must file information 
relating to the insurer which supports the fi li ng made by 
a rating organization pr1or to the filing becoming 
effective for the insurer. This chapter does not require 
any insurer to become a member of or a subscriber to any 
rating organization. 

SECTION 3. AMENDMENT. Subsection 2 of section 26.1-25 - 04 of 
the North Dakota Century Code as created by House Bill No. 1054, as 
approved by the forty - eighth legislative assembly, is hereby amended 
and reenacted to read as follows : 

2. An insurer may satisfy its obligation to make the filings 
by becoming a member of, or a subscriber to, a licensed 
rating organization which makes the filings, and by 
authorizing the commissioner to accept the filings on its 
behalf; provided, that ~fi~s upon the request of the 
commissioner the insurer must file information relating to 
the insurer which supports the filing made by a rating 
organization prior to the filing becoming effective for 
the insurer. This chapter does not require any insurer to 
become a member of or a subscriber to any rating 
organization. 

Appr oved March 4, 1983 
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CHAPTER 344 

SENATE BILL NO. 2224 
(Wenstrom) 

SENIOR CITIZENS' MOTOR VEHICLE 
INSURANCE PREMIUMS 

1161 

AN ACT to provide for a reduction in motor vehicle insurance rates 
of senior citizens successfully completing a motor vehicle 
accident prevention course. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. Motor vehicle insurance rate filings - Premium reduction for 
accident prevention course completion. All rate filings with the 
commissioner of insurance for motor vehicle liability and physical 
damage insurance must provide for an appropriate reduction in 
premium charges for those persons fifty-five years of age and older 
for at least a two-year period following their successful completion 
of a motor vehicle accident prevention course. The course must be 
approved by the superintendent of the state highway patrol. The 
course sponsor shall provide each successful participant a 
certificate which is the basis for the insurance discount. 

Approved April 8, 1983 


	CHAPTER 318
	CHAPTER 319
	CHAPTER 320
	CHAPTER 321
	CHAPTER 322
	CHAPTER 323
	CHAPTER 324
	CHAPTER 325
	CHAPTER 326
	CHAPTER 327
	CHAPTER 328
	CHAPTER 329
	CHAPTER 330
	CHAPTER 331
	CHAPTER 332
	CHAPTER 333
	CHAPTER 334
	CHAPTER 335
	CHAPTER 336
	CHAPTER 337
	CHAPTER 338
	CHAPTER 339
	CHAPTER 340
	CHAPTER 341
	CHAPTER 342
	CHAPTER 343
	CHAPTER 344

