SENATE BILL NO. 14
INTRODUCED BY WILLIAMS

BY REQUEST OF THE JOINT SELECT COMMITTEE ON
WORKERS' COMPENSATION

IN THE SENATE

DECEMBER 28, 1990 INTRODUCED AND REFERRED TO COMMITTEE
ON LABOR & EMPLOYMENT RELATIONS.

JANUARY 7, 1991 FIRST READING.

JANUARY 16, 1991 COMMITTEE RECOMMEND BILL

DO PASS AS AMENDED. REPORT ADOPTED.
JANUARY 17, 1991 PRINTING REPORT.

SECOND READING, DO PASS AS AMENDED.
JANUARY 18, 1991 ENGROSSING REPORT.

THIRD READING, PASSED.
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JANUARY 19, 1931 INTRODUCED AND REFERRED TO COMMITTEE
ON LABOR & EMPLOYMENT RELATIONS.
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AYES, 94; NOES, 3.
RETURNED TO SENATE.
IN THE SENATE
MARCH 13, 1991 RECEIVED FROM HOUSE.
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SENATE BILL NO. 14
INTRODUCED BY WILLIAMS
BY REQUEST OF THE JOINT SELECT COMMITTEE ON

WORKERS' COMPENSATION

A BILL FOR AN ACT ENTITLED: "“AN ACT TO ALLOW A SELF-INSURED
EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. 1 THE OPTION
OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING

SECTION 39-71-2106, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 39-71-2106, MCA, is amended to read:
"39-71-2106. Requiring security of employer. (1) The

department may reguire any employer who elects to be bound

by compensation plan No. 1 to provide a security deposit.

Sueh The security deposit may be a surety bond, government

>

bond, certificate of deposit, or letter of credit approved

by the department and must be the greater of:

{a) $250,000; or

{b) an average of the workers' compensation liabilities
incurred by the employer in Montana for the past 3 calendar
years.

(2) ZE--the--department-finda-that-an-empioyer-has-itoat

his-solvency-or-financiai-ability-to--pay--the--compensation
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herein--previded--to--be--paid--which--might--reasonabiy--be
expected--to-be-chargeable-to-the-employer-during-the-fiacal
year-to-be-covered-by~the-permission-er-that-the-empioyer-is
an-asssctationy-corparation;-or-organization-—-of —individual
employera--seeking—-permission-to-eperate-under-compensation
pian-Nes-i;-the-department-mgat-requice-the-ampiroyery-before
granting-to-him-permisston-or-before-continuing-or--engaging
in-such-employment-subject-te-the-provistons-ef-compensation
pian--Nos--17--to--give-security-in-addition-to-the-security
described-in-subsectton-{}}-for-the-payment-ef-compensations
whieh-securicy-must-be-in-sach-an-amount-as~-the--deparcmene
£inda-is-reasenabie-and-necessary-to-meet-ali-liabititimaa-of
the-empioyer-whiteh-may-reasonabiy-and-crdinarily-be-expected

to--acerue--durtng-the-fiscat-year- {(a) The department shall

require an employer to give security in addition to the

security described in subsection (1) if:

{i) the department determines that the employer is

insolvent or lacks the financial ability to pay - the

compensation that is required under this chapter and that is

chargeable to the employer during the fiscal year to be

covered by the permission provided for in 39-71-2103; or

(1i) the employer is an association, corporation, or

erganization of individual employers seeking permission to

operate under compensation plan Neo. 1.

{(b) The additional security reguired in subsection

.. INTRODUCED BILL
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SB 0014/01

(2){a) must be an amount that the department finds

reasonable and necessary to meet all liabilities that the

employer may accrue under this chapter during the fiscal

year.

(3) (a) The security provided for in subsection (2)
must be deposited with the department and may be a--eervain
either an estimated percent of the employer's last preceding
annual payroll or a eertatn percent of the established
amount of his annual payroll for the fiscal year;--or—-the.
The security may be-in-the-form consist of:

{i} a bond or undertaking executed to the department in
the amount to be fixed by it with two or more sufficient
sureties, which undertaking must be conditioned that the
employer will well-and-truly pay or cause to be paid to his
employees all sums and amounts for which the employer shaili
become becomes liable under the terms of this chapter ®o-his
empioyems during the fiscal year; or such--securtty--may
constat-of

{ii) any state, county,. municipal, or school district
bonds of the beonds or evidence of indebtedness of any
individuals or corporations whieh that the department deems
considers solventr-and-every-such,

{b) Every deposit and the character and amount of such
the securities shet* must at all times be subject to

approval, revision, or change by the depacrtment as in--tts
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fudgment it may be-reguiredr-snd-upen require.
(c) Upon proof of the final payment of the liability
for which sueh the securities are given, suech the securities

or any remaining--part--thereof--shat:* remainder of the

securities must be returned to the depositor.

{4) The department 1s liable for the value and
safekeeping of all sueh deposits or securities and shall, at
any time, upon demand of a bondsman or the depositor,

account for the same deposits or securities and the earnings

therest of the deposits or securities.”

NEW SECTION. Section 2. Ssaving clause. {This act] does

not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before [the
effective date of this act].

MNEW SECTION. Section 3. Effective date. [This act] is

effective on passage and approval.

-End-
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APPRCVED BY COMMITTEE
ON LABOR & EMPLOYMENT
RELATIONS

SENATE BILL NO. 14
INTRODUCED BY WILLIAMS
BY REQUEST OF THE JOINT SELECT COMMITTEE ON

WORKERS' COMPENSATION

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED
EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. 1 THE OPTION
OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING

SECTION 39-71-2106, MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 39-71-2106, MCA, is amended to read:
"39-71-2106. Requiring security of employer. (1) The

department may require any employer who elects to be bound

by compensation plan No. 1 to provide a security deposit IN

ACCORDANCE WITH RULES ADOPTED BY THE DEPARTMENT. Such The

security deposit may be a surety bond, government bond,

certificate of deposit, or letter of credit approved by the

department and must be the greater of:
{a)y §250,000; or
(b) an average of the workers' compensation liabilities

incurred by the employer in Montana for the past 3 calendar

years.

(2) If-the-department-finds-that-an-employer--has--lest
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his--satveney-——er--financiat-abitity-eto-pay-che-cempensation
herein--provided--to--be--patd--which--might--reasenabiy--be
expected-to-be-chargeabie-to-the-empioyer-during-the-—fiscal
year-te-be-covered-by-the-permissien-or-that-the-empioyer-is
an--masociatien;--corporationy-er-srganizatien-osf-individuad
empioyers-seeking-permission-te-operats--under--compensation
pian-Nos-i7-the-deparemant-must-require-the-empioyery-—before
grancing--ce~him-permissian-or-before-continuing-or-engaging
in-such-empioyment-subiect-to-the-proviastens-of-compensation
pian-Kes~t7-to-give-security-in-—addition--to-—the--accurity
described-in-subsaction-{t1y-for-the-payment-cf-compensation;
which--security--must-be-tn—such-an-ameunt-as-the-department
£inds-is-reasonabie-and-necessary-to-meet-ari-tiabititiesa-of
the-employer-which-may-reasonabiy-and-ordinarity-be-expected

to-aceruve-during-the-£fiseat-years (a) The department shall

require an _employer to give security in addition to the

security described in subsection (1) if:

{i1) the department determines that the employer is

insolvent or lacks the financial ability to pay the

compensation that is required under this chapter and that is

chargeable to the employer during the fiscal year to be

covered by the permission provided for in 39-71-2103; or

(it) the employer is an association, corporation, or

organization of individual employers seeking permission to

operate under compensation plan No. 1.

SECOND READING

-2- SB 14
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(b) The additional security required in subsection

(2)(a) must be an amount that the department finds

reasonable and necessary to meet all liabilities that the

employer may accrue under this chapter during the fiscal

Bar.

{3) (a) The security provided for in subsection (2)
must be deposited with the department and may be a-eertatn
either an estimated percent of the employer's last preceding
annual payroll or a certain percent of the established
amount of his annual payroll for the fiscal year;-or-the.
The security may be-in-the-form consist of:

(i) a bond or undertaking executed to the department in
the amount to be fixed by it with two or more sufficient
sureties, which undertaking must be conditioned that the
employer will weil-and-erely pay or cause to be paid to his
employees all sums and amounts for which the employer shaii
become becomes liable under the terms of this chapter to-his
emptayees during the fiscal vyear; or such-secprity-may
constst-of

{ii) any state, county, municipal, or school district
bonds or the bonds or evidence of indebtedness of any
individuals or corporations whieh that the department deems
considers solvent;-end-every-such.

(b) Every deposit and the character and amount of sueh

the securities shat} must at all times be subject to

-3- SB 14
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approval, revision, or change by the department as im-its
Judgment it may be-requiredr;-and-upen require.

{c) Upon proof of the final payment of the liability
for which such the securities are given, sueh the securities

or any remaining--part--thereef--shali rermainder of the

securities must be returned to the depositor,

(4} The department is liable for the wvalue and
safekeeping of all sueh deposits or securities and shall, at
any time, upon demand of a bondsman or the depositor,

account for the same deposits or securities and the earnings

thereaf of the deposits or securities.™

NEW SECTION. Section 2. Saving clause. [This act) does

not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before ([the

effective date of this act}.
MEW SECTION. Section 3. Effective date. [This act] is

effective on passage and approval.

-End-
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SENATE BILL NO. 14
INTRODUCED BY WILLIAMS
BY REQUEST OF THE JOINT SELECT CCMMITTEE ON

WORKERS' COMPENSATION

A BILL FOR AN ACT ENTITLED: “AN ACT TO ALLOW A SELF-INSURED
EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. 1 THE OPTION
OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING
SECTION 39-71-2106, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

STATEMENT OF INTENT

A STATEMENT OF INTENT HAS BEEN PREPARED FOR THIS BILL

BECAUSE IT AMENDS 39-71-2106 TO EXPRESSLY AUTHORIZE THE

DEPARTHENT OF LABOR AND INDUSTRY TQO ADOPT RULES GOVERNING

SECURITY DEPOSITS REQUIRED FROM EMPLOYERS WHO ELECT TO BE

SELF-INSURED UNDER WORKERS' COMPENSATION PLAN NO. 1.

IT IS THE INTENT OF THE LEGISLATURE THAT, IN ADOPTING

RULES, THE DEPARTMENT ALLOW SELF-INSURED EMPLOYERS TO

PROVIDE A SECURITY DEPQOSIT AS PROVIDED IN 39-71-2106 THAT

MUST BE:

(1) AUTOMATICALLY RENEWABLE;

(2) ACCOMPANIED BY A PROPERLY EXECUTED SECURITY

INSTRUMENT THAT MUST BE FILED OF RECORD TG FROTECT AGAINST

EMPLOYER BANKRUPTCY AND OTHER INSOLVENCY; AND

[\\ “!ontana Leygisiative Courcil
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SB 0014/03

{3) FILED WITH ANY OTHER INFORMATION OR DOCUMENTATION

NECESSARY TO PROTECT THE DEPARTMENT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 39-71-2106, MCA, is amended to read:
*39-71-2106. Requiring security of employer. (1) The

department may require any employer who elects to be bound

by compensation plan No. 1 to provide a security deposit IN

ACCCRDANCE WITH RULES ADOPTED BY THE DEPARTMENT. Swek The

security deposit may be a surety bond, government bond,

certificate of deposit, or letter of credit approved by the

department and must be the greater of:

{a) $250,000; or

{b} an average of the workers' compensation liabilities
incurred by the employer in Montana for the past 3 calendar
years.

{2) 2If-the-department-£finds-that-an-employar—-has—-—-loat
his--solvency--or--financiat-abitity-to-pay-the-compensation
herein--provided--to--be--paid--which--might--reasenabiy--be
expected-to-be-chargeable-to-the-emplioyer-during-the——£iseat
year-to-be-covered-by-the-permisston-or-that-che-emplioyer-is
an—-association;-—-corporationy-or-organirzatien-ef-individual
empioyers-speking-permission-to-operate--under--compensation
pian-Nos-i;-the-department-must-require-the-aemplisyerv—-bafore
granting--to-hir-permiasion-or-before-continuing—or—-engaging

THIRD READING

-2- SB 14
AS AMENDED
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in-such-—empioyment-subject-to—the-provistons-of-compensarion
ptan-Kor-ty-to-give-security-in--additten—-ta--the--security
described-in-subsection-tiy-for-the-payment-of-compansatian;
which--security--must-be-in-such-an-amount-as-the-department
finds-is-reasonablie-and-necessary-to-meet-ail-iiabitities-of
the-empioyer-which-may-reasonabiy-and-ordinartiy-be-expected

to-acerue-during-the-fiscat-year<s (a) The department shall

require an employer to give security in addition to the

security described in subsection (1) if:

(i) the department determines that the employer is

insolvent or lacks the financial ability to pay the

compensation that is required under this chapter and that is

chargeable to the employer during the fiscal year to be

covered by the permission provided for in 39-71-2103; or

{ii) the emplover is an association, corporation, or

organization of individual employers seeking permission to

operate under compensation plan No. 1.

(b} The additional security required in subsection

{2} (a) must be an amount that the department finds

reasonable and necessary to meet all liabilities that the

employer may accrue under this chapter during the fiscal

year.,
{3} (a) The security provided for in subsection (2)
must be deposited with the department and may be a-certain

either an estimated percent of the employer's last preceding

-3- S8 14
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annual payroll or a eertain percent of the established
amount of his annual payroll for the fiscal yeary-or-the.
The security may be-in-the-farm consist of:

(i) a bond or undertaking executed to the department in
the amount to be fixed by it with two or more sufficient
sureties, which undertaking must be conditioned that the
employer will weii-and-truly pay or cause tc be paid to his
employees all sums and amounts for which the employer shai:
become becomes liable under the terms of this chapter to-his
empioyees during the fiscal year; or such-security-may
conaist-of

{ii) any state, county, municipal, or school district
bonds or the bonds or evidence of indebtedness of any
individuals or corporations whieh that the department deems
considers solventy-and-every-such.

(b) Every deposit and the character and amount of sueh
the securities ashai®* must at all times be subject to
approval, revision, or change by the department as in-its
judgment it may be-required;-and-upon require.

{c) Upon proof of the final payment of the liability
for which sueh the securities are given, suveh the securities

or any remaining--part--theresf--shat: remainder of the

securities must be returned to the depositor.

(4} The department is liable £for the wvalue and

safekeeping of all suek deposits or securities and shall, at

-4- SB 14
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any time, upon demand of a bondsman or the depositor,

account for the same deposits or securities and the earnings

thereof of the deposits or securities.”

NEW SECTION. Section 2. saving clause. [This act] does

not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before [the

effective date of this act].
NEW SECTION. 8Section 3. Effective date. [This act] is

effective on passage and approval.

-End-

-5~ SB 14
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SENATE BILL NO. 14
INTRODUCED BY WILLIAMS
BY REQUEST OF THE JOINT SELECT COMMITTEE ON

WORKERS' COMPENSATION

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED
EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. 1 THE OPTION
OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING

SECTION 39-71-2106, MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE.™

STATEMENT OF 1INTENT

A STATEMENT OQF_ INTENT HAS BEEN PREPARED FOR THIS BILL

BECAUSE IT AMENDS 39-71-2106 ™0 EXPRESSLY AUTHORIZE THE

DEPARTMENT OF LABOR AND INDUSTRY TO ADOPT RULES GOVERNING

SECURITY DEPOSITS REQUIRED FROM EMPLOYERS WHO ELECT TO BE

SELF-INSURED UNDER WORKERS' COMPENSATION PLAN NO. 1.

IT 18 THE INTENT OF THE LEGISLATURE THAT, IN ADOPTING

RULES, THE DEPARTMENT ALLOW SELF-INSURED EMPLOYERS TO

PROVIDE A SECURITY DEPOSIT AS PROVIDED IN 39-71-2106 THAT

MUST BE:

(1) AUTOMATICALLY RENEWABLE;

[2) ACCOMPANIED BY A PROPERLY EXECUTED SECURITY

INSTRUMENT THAT MUST BE FILED OF RECORD TO PROTECT AGAINST

EMPLOYER BANKRUPTCY AND OTHER INSCLVENCY; AND
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{3) FILED WITH ANY OTHER INFORMATION OR DOCUMENTATION

NECESSARY TO PROTECT THE DEPARTMENT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. gsection 39-71-2106, MCA, is amended@ to read:
“39-71-2106. Requiring security of employer. {1) The

department may require any employer who elects to be bound

by compensation plan No. 1 to provide a security deposit IN

ACCORDANCE WITH RULES ADOPTED BY THE DEPARTMENT. Sueh The
security deposit may be a surety bond, government bond,

certificate of deposit, or letter of credit approved by the

department and must be the greater of:

(ay $250,000; or

(b} an average of the workers' compensaticn liabilities
incurred by the employer in Montana for the past 3 calendar
years.,

{2y ZIf-the-department-finds-that-an-empicyer--has--iest
his--satvency--sr--financiai-abtlity-to-pay-the-compensation
herein--provided--tn--be--paid--which--might--reasenably—-be
expected-te-be-chargeable-to-the-employer-during-the--fiscal
year-to-be-covered-by-the-permission-or-that-the-employar-is
an--assoctation;——corpoerationy-sr-erganization-af-inditviduat
empioyers-seecking-permisasion-to-operare--under--compensation
ptan-Nos-17-the-department-must-require-the-empioyery-before

granting--to-him-permission-or-before-continuing-sr-engaging

REFERENCE BILL
-2- SB 14
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in-such-empioyment-subject-te-the-provisions-of-companaation
ptan-Nos-i;-te-give-security—in--addition--to--the--seecurity
described-in-subsection-tij-for-the-payment-of-compensations
which--securtty--must-be-tn-such-an-ameant-as-the-department
findas-ts-reasonsble-and-necessary-to-meet-aii-trabitittea-of
the~-empioyer-which-may-reasonably-and-ordinarity-be-expected

te-accrue-during-the-£fiseai-years {a) The department shall

require an employer to give security in addition to the

security described in subsection (1) if:

{i) the department dJdetermines that the employer is

insolvent or lacks the Einancial ability toc pay the

compensation that is reqguired under this chapter and that is

chargeable to the employer during the fiscal vear to be

covered by the permission provided for in 319-71-2103; or

(1i) the employer is an association, corporatian, or

organization of individual employers seeking permissicn to

operate under compensation plan No. 1.

{b) The additional security required in subsection

{(2){a) must be an amount that the department finds

reasonable and necessary to meet all liabilities that the

employer may accrue under this chapter during the fiscal

ear.
{3) (a) The security provided for in subsection (2)
must be deposited with the department and may be a-certain

either an estimated percent of the employer's last preceding

-3- sSB 14
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annual payroll er a ecereain percent of the established
amount of his annual payroll for the fiscal years;-er—the.
The security may be-in-the-form consist of:

{i) a bond or undertaking executed to the department in
the amount to be fixed by it with two or more sufficient
sureties, which undertaking must be c¢onditioned that the
employer will weti-and-truly pay or cause to be paid to his
employees all sums and amounts for which the employer shati
become becomes liable under the terms of this chapter te-his
empleyees during the £fiscal vyear; or suech-security-may
consiat-of

(ii) any state, county, municipal, or school district
bonds or the bonds or evidence of indebtedness of any
individuals or corporations whieh that the department deems
considers soulvent;—and-every-such.

{b) Every deposit and the character and amount of such
the securities shatt must at all times be subject to
approval, revision, or change by the department as 4n-its
judgment it may be-requiredy-and-upen require.

(c) Upon proof of the final payment of the liability
for which sweh the securities are given, such the securities

Or  any reématning--part--thereof--sheit cemainder of the

securities must be returned to the depositor.
(4) The department 1s liable for the value and

safekeeping of all such deposits or securities and shall, at

-4- SB 14
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any time, upon demand of a bondsman or the depositor,

account for the same deposits or securities and the earnings

thereof of the deposits or securities.”

NEW SECTION. Section 2. saving clause. [This act] does

not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before ([the

effective date of this act].
NEW SECTION. Section 3. Effective date. {This act] is

effective on passage and approval.

-End-
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