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CHAPTER NO._s55 .

HOUSE BILL 437

INTRODUCED BY SOQUTH

IN THE HOUSE

January 27, 1979 Introduced and referred to
Select Committee on Employee
Compensation.

February 19, 1979 Committee recommend bill do
pass as amended. Report
adopted.

February 21, 1979 Printed and placed on members'
desks.

February 22, 1979 Second reading, do pass.

Considered correctly engrossed.

February 23, 1979 Third reading, passed.
Transmitted to second house.

IN THE SENATE

February 23, 1979 Introduced and referred to
Select Committee on Employee
Compensation.

March 22, 1979 Committee recommend bill be

concurred in as amended.
Report adopted.

March 24, 1979 Second reading, pass
consideration.

March 26, 1979 Second reading, concurred in.

March 27, 1979 Third reading, concurred in

as amended.

IN THE HOUSE

March 28, 1979 Returned from second house
Concurred in as amended.



March 31,

April 2,

1979

1979

Second reading, amendments
adopted.

Third reading, amendments
adopted. Sent to enrolling.

Reported correctly enrolled.
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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: ®AN ACT TJ ESTABLISH A PROGRAM
UNDER WHICH THE STATE OF MONTANA MAY PROVIDE ITS EMPLOYEES
WITH ADEQUATE GROUP HOSPITALIZATION, HEALTH MEDICALy
OISABILITYy LIFEs AND OTHER RELATED GROUP BENEFITS IN AN
EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING
SECTIONS 2-1B8-T02 AND 5-2-303s MCA; REPEALING SECTIONS
2-15-1012 AND 2-18-801 THROUGH 2-18-80T7s MCA; AND PROVIDING

AN IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTIONe Section l. Purposes. The purpose of [this
act] is to establish a program under which the state may
provide state employees with adequate group hospitalizations
healths medicale disabilitys lifes and other related group
penefits in an efficient manner and at an affordable coste
NEM_SECIION, Section 2. Definitionse As used in [this
act}s the following definitions apply:
{1y "“Department®™ neans the depariment of
administration provided for in 2-15-1001.
{2y ™5tate employee™ wmeans an erployes of the states
specifically including a member or employee of the

legislative branch of state governmente. The term "state
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employee” does not include eeployees of countiess citiesy
townss school districtse or the Montana university systeme

MNEM SECTION, Section 3. General duties of the
departaent. The department shall:

(1) adopt rules for the conduct of its business under
[(this act} and to carry out the purposes of [this act];

{2Z) negotiate and administer contracts for state
employee group benefit plans;

{3} design state employee group benefit plansy
establish specifications for bidss and make recommendations
for accaptance or rejection of bids;

{4) prepare an annual report which describes the state
exployee group benefit plans being administereds details the
historical and projected progras costs and the status of
reserve fundss and makes recommendationses if anys for change
in existing state employee group benefit plans; and

(5) prior to each legislative sessions perform or
obtain an analysis of rate adequacy of all state employee
group benefit plans administered under [this actle The
department shall make copies of the report available to the
legislature.

MEW SELTION. Section 4. Alternatives to conventional
insurance for oproviding state employee group benefits
authorized -~ requirementse The department may establish

Alternatives to conventional insurance for providing state
;o

i {5 -
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employee group benefitse The requirements for providing
alternatives to conventional insurance are as foilows:

{1} The department nust wmaintain state cmployee group
benefit plans on an actuarially sound basise

{2} The department must maintain reserves sufficient
to liquidate the unrevealed claims 1liability and other
liabilities of state esployee group benefit plans.

(3} The department must deposit all reserve funds and
preriums paid to a state employee group benefit plane

(4) The department must deposit income earned from the
investment of a state employee group benefit plan®s reserve
fund into the account established under subsection (3} of
this section in order to offset the costs of administering
the plane

NEW _SECTIONe Section 5. Combining existing employee
groups authorizede The department may combine existing state
employee groups into larger groups for the purpose of
establishing state employee group benefit plans on behalf of
the combined groupse The departwment may also cowmbine state
employees into a single group for purposes of state employee
group benefits under [this act].

HEW SECTION. Section &« Administrative costse The
department shall include the costs of administering and
negotiating state amployee group benefit plans established

under [this act]r as well as the costs of hiring necessary
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consultantse actdariesy and auditors under [this act]s as
part of the zost for state employee group benefitse

NEW SLCTIQMa Scction Te Transfer of authority of
board of regents authorizede (1) The board of regents of
higher education may transfer its authority for providing
group benefits for employees of the HMontana university
systes to the departments

{2) Upon transfer of the board of regents® authority
as provided in (1) of this sections group benefit plans for
emplovees of the Montana university system are subject to
the provisions of [this act]e

NEM SECTIONs Section 8. Annual audits of group
benefit plans requireds The department shall have the state
ewployee group benefit plans established under [this act]s
whether established on a self-funded basis or noty audited
annually by either the legislative auditor or an independent
certified public accountante

Section 9. Section 2-18-702+ HMCAs is amended to read:

%2-18-7T02. Group insurance for public employees and
cfficerse (1} Al1]l deportmentsy-bureausy-boardsy—commissions
snd-ageneies~of—the—state—~end--83¥ countiess citiess eand
townsse_school districtss and the board of regenfs shall upon
approval by two-thirds vote of ¢he their respective officer:
and enployees of--esch——such—-departmenty——borcsoy——bor -~y

commissiony—egencyy—countyy—cityr—and-town enter intc group
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hospitalizatione wmedicals healths including Jong-term
disabilitye accidents and/for grodp tife insurance contracts
or plans for the benefit of their officerss euployees and
their dependentses

121 State employeess as defined jn [section 2 of this
elans as are provided for under gart 8 of this chaptera

+23[3) The premiums required from time to time to
maintain such insurance in force shall be paid by the
insured officers and employeesy and the auditor shall deduct
said premiums from the salary or wages of each officer or
employee who elects to become insurede on the officer or
employee®s written orders and issue his warrant therefor to
the insurere

$+33{4) For the purpose of [40-3905.1s ReCuMe 19473
the plans of health service corporations for defraying or
assuming the cost of professional services of licentiates in
the field of healthy or the services of hospitalse clinics
or sanitariumse or both professional and hospital servicess
shall be construed as group insurancesy 3and the dues payable
under such plans shall be construed as premiums therefor."

Section 10e Section 5-2-303y MCAs is amended to read:

#5-2-303, Participation in state #neurenee hepefits
groupe Hembers JIndivjdual mewhers of the senate and the

house of representatives may enroll in the state eaployees
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#nsurenece hanefits group during the terms to which they have
been electedv-——without——the——approvel-—-of-two-thirds~of-the
appropriate-heonse-under—-2-18-887. The +nsurer Qravider _of
benefits shall enroll and collect esployee contributions
directly from such legislatorse The employer contribution
shall be paid from funds appropriated for that purpose.”

Section 1lle. Codificatione Sections 1 through 8 of this
act are intended to be codified as an integral part of Title
29 chapter 18+ part Bs and the provisions contained in Title
2y chapter 16y part 8y of this act apply to sections 1
through 8e

Section 12« Repealer. Sections 2-15-1012 and 2-18-801
through 2-18-80Ty MCAs are repealed.

Section 13. Effective date. This act shall be
effaective ismediately on passage and approvale.

~End-

e



STATE OF MONTANA

Request No. 249-79

FTSCAL NOTE
Form BD-15

In compliance with a written request received February 8, 1979 , there is hereby
submitted a Fiscal Note for  House Bill 437 pursuant to Chapter 53, Laws of Montana,
1965 - Thirty-Ninth Legislative Assembly. Background information used in developing
this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

A proposal to establish a group benefit program within the Department of Administration.

ASSUMPTIONS:
1. The program will require the establishment of a group benefits supervisor.
2. The department will contract with an insurance consultant to help establish

a benefit package and place it to competitive bid.

3. The program will be financed by the account to which the premium charges will be
deposited.

FISCAL IMPACT:

The program will cost approximately $51,000 each year to administer, the funding for
which will be provided from premium charges.

bitd o dn

BUDGET DIRECTOR
Office of Budget and Program Plannlng

Date: s (72

"
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Approved By Comm. On
Employment Comp.

HOUSE BILL NO. %37

INTRODUCED BY SDUTH

A BILL FOR AN ACT ENTITLED: ™AN ACT TO ESTABLISH A PROGRAM
UNDER WHICH THE STATE OF MONTANA MAY PROVIDE ITS EMPLOYEES
WITH ADEQUATE GROUP HOSPITALIZATION, HEALTH, MEDICAL s
DISABILITYs 1LIFEe AND OTHER RELATED GROUP BENFFITS IN AN
EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING
SECTIONS 2-18-702 AND 5-2-303¢ MCA; REPEALING SECTIONS
2-15-1012 AND 2-18-801 THROUGH 2-18-80Ts MCA; AND PROVIDING

AN TMMEDIATE EFFECTIVE DATE.®

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

NEW_SECTION, Section le Purpose. The purpose of [this
act] is to estabYish a programs under which th§ state wmay
provide state employees with adequate group hospitatizations
nealthy medicals disabilitys lifes and other related qgroup
penefits in an efficient manner and at an affordable cost.

NEW_SECTION, Section 2« Definitionss As used in [this
act)e the following definitions apply:

L1} "ADYISORY COUNCIL*™ MEANS THE STATE EMPLOYEE _GROUP
BENEFITS ADYISOQRY COUNCIL PROVIDED FOR IN [SECTION 3 OF THIS
X Py

t¥¥12) TDepartment™ means the department of

administration provided for in 2-15-1001.
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t244i3) “State employee® wmeans an employes of the
stater specifically including a wember or employee of the
legisltative branch of state government. The term "state
employee™ does not include employees of countiess citiesy
townss school districtse or the Montana wuniversity systes.

SECTION 3. THERE 15 A NEW MCA SECTION IHAT READS:

State employee group benefit advisory council to be
created ~— compositions (1) The department shall create a
state employee _group benefits advisory council under
2~-15-122.

{2) The wmembers of the advisory council shall be
selected from a diverse group in order to adequately
represent the interests of state esployees.

SECTION 4, THERE I3 A NEW MCA SECTION THAT REAQS:

functions of advisory councile (1) The department shal)
meet and consuit with the advisory council before
negotiatinges contractings or otherwise wmodifying state
employee group benefit plans.

{2} The advisory council shall meet quarterly to
review the existing state employee group benefit planss to
review claims problemss and to advise the department on
state employee group benefit matterse.

NEW_SECTIONe, Section S. General duties of the
department. The department shall:

(1) adopt rules for the conduct of its business under

B 437

2- H
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(this act] and to carry out the purposes of [this act];

{2) neyotiate and administer contracts for state
enployee group benafit plans;

(3) design state employee group benefit planss
establish specifications for bidss and make recommendations
for acceptance or rejection of bids:

(4} prepare an annual report which describes the state
employee group benefit plans being administereds details the
historical and projected program costs and the status of
reserve fundse and makes recommendationse if anyy for change
in existing state ewployee group bdenefit plans; and

(5) prior to each legislative sessions perform or
obtain an analysis of rate adequacy of all state employee
group benefit plans administered under [this actle The
department shall sake coples of the report available to the
legislature.

NEM_SECTIUN. Section 6. Alternatives to conventional
insurance for providing state employee group benefits
authorized -— requirementse The departaent may establish
alternatives to conventional insurance for providing state
employee group benefitse The requirements for providing
alternatives to conventional insurance are as follows:

{1) The department sust maintain state employee group
benefit plans on an actuarially sound basise

{2} The department must maintain reserves sufficlient

-3 HB 437
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to liquidate the unrevealed claims liability and other
Tiabilities of state employee group henefit plansa

{3} The department must deposit all reserve funds and
premiums paid to a state employee group benefit plane

{4} The Jdepartment must deposit income earned from the
investment of a state employee group benefit plan's reserve
fund into the account established under subsection (3} of
this section in order to offset the costs of administering
the plan.

NEW _SECIIONe Section Te Combining existing employee
groups authorizeds The department may combine existing state
employee groups into targer groups for the purpose of
establishing state employee group benefit plans on behalf of
the combined groupse The department may also combine state
employees into a single group for purposes of state employee
yroup benefits under [this act]a

NEM_SECTIONe Section 8. Administrative costsa The
department shall include the costs of administering and
neyotiating state employee group benefit plans established
under [this act)s as well as the costs of hiring necessary
consultantse actuariasy and auditors under [this actl]e as
part of the cost for state employee group benefitse

MEW_SECIJIONs, Section 9. Transfer of authority of
bourd of reqgents authorizede {1} The board of regents of

higher education may transfer its authority for providing

~&- HB 437
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group benefits for employeas of the Montana university
system to the departmente.

(2} Upon transfer of the board of regents® authority
as provided in (1) of this sections group benefit plans for
employees of the Montana university system are subject to
the provisions of [this act].

NEW SELCTION. Section 10 Annual audits of group
benefit plans raquired. The department shall have the state
employee group benefit plans established under {[this act]s
whether established on a self-funded basis or nots audited
annually by either the legislative auditor or an independent
certified public accountante

Section ll« 5Section 2-18-702y MCAy is amended to read:

"2-18-702. Group insurance for public employees and
officerss {1} A1} depart-ontsv—bureousv-boerﬂsv-éonniss+ons
and-agencies-of-the-state--and--a1} countiess cities,; and
townss_school districtss aod the board of regents shall upon
approval by two-thirds vote of the their raspective officers
and employees ef--each--such--departmenty--bureanvy-—-boardy
commissiony—agentyy-countyy-cityv-ond-town enter into group
hospitalizations medicaly healtthy inctuding Jlony-term
disabilitys accidents andfor group life insurance contracts
or plans for the benefit of their officerss employees and

their dependentse

{21__5tate emploxees: as defined in Isection 2 of _tbis

-5- HR 437
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actl)s _may pprticipats in such state ssaployes group beoefit
plans_as_are provided for under part 8 of this chapters
t2443) The premiums required from time to time to
ma3intain such insurance In force shall be paid by the
insured officers and employeess and the auditor shall deduct
sdid premiums from the salary or wages of each officer or
employee who elects to become insureds on the officer or

employee's written orderes and issue his warrant therefor to

"the insurer.

t3¥1(%) For the purpose of [40-3905.1s ReCoMs 1947 ]
the plans of health service corporations for defraying or
assuming the cost of professional services of lticentiates in
the field of healths or the services of hospitalse clinics
or sanitariumsey or both professional and hospital services.
shall be construed as group Iinsurances and the dues payable
under such plans shall be construed as premiums therefor."

Section k2. Section 5-2-3073s MCAs is amended to read:

»5-2-303. Participation in state #nsursnce hHaaefits
group. MHembers Indi¥idual _mesbers of the senate and the
nouse of representatives may enroll in the state employees
rnsurence penefits group during the terms to which they have
been electedv--withovt--the--approveal--of-two-thirdes-of-the
sppropriate—house-under-2-18-808¥. The +nsurer provider of
benefits shall enrol!? and collect employee contributions

directly from such legistators. The employer contribution

-6- HE 437
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shall be paid from funds appropriated for that purpose.”

Section 13. Codificatione {1l) Sections 1s__2x AND &
through 8 10 of this act are intended to be codified as an
integral part of Title 2y chapter 18y part 8+ and the
provisions containaed in Title 2+ chapter 18s part 8s of-thée
set apply to sections lg_2s AND & through 8 10.

12) _SECTION 3 OFf THIS ACT IS INTENQEQ TG BE__ CODIEIED
IN_TITLE 2 CHAPTER 15 PARY 1Qe

Section 14 Repealer. Sections 2-15-1012 and 2-18-801
through 2-18-80T7, MCAs are repealed.

Section 15. €Effective date. This act shall be
effective Immediately on passage and approvale

-End-

-7- HE 43T
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HDUSE BILL NO. 437

INTROOUCED BY SOUTH

A BILL FOR AN ACT ENTITLED: ®AN ACT TO ESTABLISH A PROGRAM
UNDER WHICH THE STATE OF MONTANA MAY PROVIDE ITS EMPLOYEES
WITH ADEQUATE GROUP HOSPITALIZATION, HEALTH, MEDTCALY
DISABILITY,s LIFEs AND OTHER RELATED GROUP BENEFITS IN AN
EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING
SECTIONS 2-18-T02 AND 5-2-303¢ MCA; REPEALING SECTIONS
2-15-1012 AND 2-18-801 THROUGH 2-18-80T7e MCA; AND PROVIDING

AN TMMEDIATE EFFECTIVE DATE."

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

NEW_SECT]IONas Section le Purpose. The purpose of [this
act} is to establish a program under which the state may
provide state employees with adequate group hospitalizatione
healthy medicals disabilitye lifes and other related group
benefits in an efficient manner and at an affordable cost.

NEW_SECTIONs Section 2+ Definitionse As used in [this
actl}e the following definitions apply:

L1) “ADVISORY COUNCIL®™ MEANS THE STATE EMPLOYEE _GROUP
BENEEIIS ADYISQRY COUNCEL PROYIQED FOR IN [SECTION 3 QF THIS
ACL)s

t1¥{2) "Department® means the department of

administration provided for in 2-15-1001.
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¢234(3) ™State employee" means an esployee of the
states specifically including a member or employee of the
legistative branch of state governments The term ®state
employee™ does not include employees of countiess citiese
townse school districtse or the Montana university systems

SELTION D, THERE 1S5 A NEW MCA SECTION THAT READS:

State employee group benefit advisory council to be
created -- compositions (1) The department shall create a
state employee group benefits advisory council under
é-15-122.

{2) The members of the advisory council shall be
setected from a diverse group in order to adequately
represent the interests of state employeese

SECTION 4, THERE 1S A NEW MCA SECTION THAT BEAQDS:

Functions of advisory councile (1) The department shall
meet and consult with the

advisory council before

negotiatings contractings or otherwise modifying state
employee group benefit plans.

{2) The advisory council shall meet guarterly to
reviaw tha existing state employec group benefit planse to
review claims problemss and to advise the departasent on
state employee qroup benefit matters.

NEX _SECTION. Section S. General duties of the

department. The department shall:

{1} adopt rules for the conduct of its business under

-2~ HB 437
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[this act] and to carry out the purposes of [this act]);

{2) negotiate and administer contracts for state
employee group benefit plans;

{3) design state employee jroup benefit planse
establish specifications for bidss and make recommendations
for acceptance or rejection of bids;

{#) prepare an annual report which describes the state
employee group benefit plans being administereds details the
historical and projected program costs and the status of
reserve fundss and makgs racommendationss if anys for change
in existing state employee group benefit plans; and

(5} prior to each 1lagislative sessions perfora or
obtain an analysis of rate adequacy of all state employee
group benefit plans administered under [this act]e The
department shall! make copies of the report available to the
legislature.

NEW SECTIONs Section 6. Alternatives tao conventional
insurance for providing state eaployee group penefits
authorized -- requiraementss The department may establish
alternatives to conventional insurance for providing state
employee group benefits. The requirements for providing
alternatives to conventional insurance are as follows:

{l) The department sust maintain state employee group
benefit plans on an actuarially sound basise

{2) The department must maintain reserves sufficient

-3~ HB 437
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to liquidate the unrevealed claims liability and other
liabitlities of state employee group benefit planse.

{3) The department must deposit all reserve funds and
premiums paid to a state employee group benefit plane

{4) The department must deposit income earned from the
investment of a state employee group benefit plan*s reserve
fund into the account established under subsection {3) of
this section in order to offset the costs of administering
the plane

MEH SECTIONe Section T+ Combining existing employee
groups authorizede The department may combine existing state
employee groups into larger groups for the purpose of
establishing state employee group benefit plans on behalf of
the combined groupse The department may also combine state
employees into 2 single group for purposes of state employee
yroup benefits under [this act].

NEM_SECTIONs Section 8« Administrative COStSe The
department shall include the costs of administering and
negotiating state employee group benefit plans established
under {this act}s as well as the costs of hiring necessary
consultantse actuariess and auditors under [this act]e as
part of the cost for state employee group benefitse

- NEW_SECTIQMs Section 9. Transfer of authority of
board of regents authorizede {1} The board of regents of

higher education may transfer its authority for providing

-ty HB 437
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group oenefits for employees of the Montana wuniversity
system to the department.

{2) Upon transfer of the board of regents® authority
as provided in (1) of this sections group benefit plans for
employees of the Montana university system are subject to
the provisions of [this act].

NEW _SELTION. Section 10 Annual audits of group
benefit plans requiredes The department shall have the state
employee group benefit plans established under [this act]y
whether established on a self-funded basis or note audited
annually by aither the legislative auditor or an independent
certified public accountante.

Section lle Section 2-18-T02¢ MCAs is amsended to read:

n2-18-702. Group insurance for public employees and
officerse (1) All departmentsy-buresusy-boardsy-commissions
and-agencies-of-the-state—-and--s831 countiess citiesy end
townss_school districtss and the board of regeats shall upon
approval by two-thirds vote of ¢he their respectijve officers
and employees ef--each--such--depertmenty-~hurecuy--boardy
commissronvy—agencyy—countyy-eityr-and-cown enter into group
hospitalizations medicaly heal ths inctuding long-term
disabilitys accidents and/or qroup life insurance contracts
or plans for the benefit of their officers, employees and

their dependentsa

{2) _State employeess as defined in [section 2 of _this

-5- HE 437
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actls _may _participate in such state ecaplovee group benefit
mlans_as_are peovided for under part 8 of this chapters

t2413) The premiums required from time to time to
maintain such insurance in force shall be paid by the
insured officers and employeess and the auditor shall deduct
said preaiums from the salary or wages of each officer or
employee who elects to become insureds on the officer or
employea’s written orders and issue his warrant therefor to
the insurer.

133481 For the purpose of [40-3305.1s ReCeMa 1947 1,
the plans of health service corporations Ffor defraying or
assuming the cost of professional services of licentiates in
the field of heaithy or the services of hospitalse clinics
or sanitariumss or both professional and hospital servicess
shall be construed as group insurancey and the dues payable
under such plans shall be construed as premiums therefor.”

Saction 12« Section 5-2-303s HCA» is awended to read:

*5-2-303. Participation in state +nsurence hepefits
groupe Members JIadividual _seabers of the senate and the
house of representatives may enroll in the state employees
+asurance henefits group during the terwms to which they have
been aelectedv--withouwt--the--approval--of-two-thirds-of-the
appropriete~house-under-2-186-88F. The +nsurer proyvider _of
penefits shall enroll and collect employee contributions

directly from such legislatorse The employer contribution

- HB 437
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shall be paid from funds appropriated for that purpose«®

Section 13. Codifications [1) Sections 1lx__2s AMD &
through 8 10 of this act are intended to be codified as an
integral part of Title 2¢ chapter 13+ part 8y and the
provisions contained in Title 2+ chapter 13 part 8y of-this
act apply to sections 1s_2s AND_ 4§ through & 10.

{22 SECTION 3 OF TH)S ACT IS INTENDED YO _BE (ODIFIED
IN_TITLE 2 CHAPTER 1%5s PARY 10,

Section 14. Repealer. Sections 2-15-1012 and 2-18-80%
through 2-18-807¢ KCAy are repealeds

Section 15« E£ffective dates This act shall be
effective immediately on passage and approval.

~End-

-7- HB 437
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HOUSE BILL NO. 437
INTRODUCED BY SOUTH

A BILL FOR AN ACT ENYITLED: ®AN ACT TO ESTABLISH A PROGRAM
UNDER WHICH THE STATE OF MONTANA MAY PROYIDE 1TS EMPLOYEES
NITH ADEQUATE GROUP HOSPITALIZATION HEALTHYy MEDICAL
DISABILITYy LIFEs AND OTHER RELATED GROUP BENEFITS IN AN
EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING
SECTIONS 2-18-T702 AND 5-2-303s MCA; REPEALING SECTIONS
2-15-1012 AND 2-18-8C1 THROUGH 2-18-807s MCA; AND PROVIDING

AN IMMEDIATE EFFECTIVE DATE."™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section l. Purpose. The purpose of [this
act] is to establish a progras under which the state may
provide state employees with adequate group hospitalizations
healths medicaly disabilitys Vifes and other related group
benefits in an efficient manner and at an affordable cost.

NEW _SECTION. Section 2. Definitionss As used in [this
act]s the following definitions apply:

£1) __“ADVISORY COUNCIL® MEANS YHE STATE EMPLOYEE GROUP
BENEFITS ADVISORY COUNCIL PROVIOED FOR EN {SECIION 3 OF JHIS
ACT]s

+13(2) “Department™ means the department of

administration provided for in 2-15-1001.
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t24{3) *“State ewployee™ wmeans an employee of the
states specifically iIncluding a member or employee of the
legislative branch of state governmente The term *state
employea® does not include eaployees of countiesy citiesy
townss school districtss or the Montana university system.

1%y “GROUP __BENEFITSS MEANS SEOUP HOSPITALIZATION.
HEALTHe HEDICALe SURGICALs DISANILITYe LIFEs AND QTHER

SECTION 3, TMERE IS A NENM MCA SECTION THAT READS:
State employee group benefit advisory council to be
created -- compositions {1) The departaent shall create a
state employee group benefits advisory council wunder
2-15-122.
(2) The sembers of the advisory councilt shall be
selected from a diverse group in order to adequately
" represent the interests of state e;ployees-
SECTION 4. THERE IS & NEM MCA SECTION THAY READS:
Functions of advisory councils {1) The department shall
weet and consult with' the before

advisory council

negotiatinge contractinge or otherwise wmodifying state

-2- HB 437
REFERENCE BILL
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employece group benefit planse

{2) The advisory council shall seet quarterly to
revied thd existing state employee group benefit planss to
reviedw claims problemss and to advise the department on
state employee group benefit matterss

NEM _SECIIONe Section Se General duties of the
departments The department shall:

{1) adopt rules for the conduct of its business under
[this act] and to carry out the purposes of [this act]:

{2) negotiate and administer contracts for state
employee group benefit plans; !

{3) design state employee group benefit planse
establishh specifications for bidse 2nd make recommendations
for acceptance or rejection of bids;

{4} prepare an annual report xhich describes the state
enployee¢ group benefit plans bdeing administereds details the
historical and projected program costs and the status of
reserve fundse and makes recommendationss If anys for change
in existing state employee group benefit planst and

{5) prior to each legislative sessions perform or
obtair an analysis of rate adequacy of all state esployee
group benefit plans adeinistered under [this actl)e The
department shall make copies of the report available to the
Tegislaturee.

NEM. SECTIONe Section 6. Alternatives to conventional

-3~ HB 437
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insurance for providing state employee group nvenefits
authorized -- requirementss The departwent #ay establiskh
alternatives to conventional insurance for providing stateé
employee group benefitse The requirements fof providihg
alternatives to coniventional insurance are as follows:

(1), The departeent must maintain state esployeé group
benefit plans on an actuarially sound basise.

{2) The department wust maintain reserves sufficient
to liquidate the unrevealed claims 1liability and other
Tiabilities of state employee group bernefit planss

{3) The department must deposit all reserve funds and
premiums paid to a state employee group benefit plan.

(4} The department sust deposit income earned from the
investment of a state employee group benefit plan®s reserve
fund into the account established under subsection (3) of
this section in order to offset the costs of adsinistering
the plane

. o N LERE
L N L RESENT IO IHE
. . . ’ S
CONCLUDED THAT THE ALTERMATIVE HMETHOD _ MILL  BE__ MORE
EEEICIENT. LESS COSTLYs OR OTHERWISE SUPFRIOR TO CONTRACTING
FOR CONYENTIONAL INSURANCEs FHE OEPARTMENT MAY NOT IMPLEMENT
ANY FULL SELF INSURANCE ALTERNATIVE PRIOR TO JULY s 1381e
16) THE PROVISEONS OF TITLE 33 SHALL NOT APPLY TO THE

—tm HB 437
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DEPARTMENT WHEN EXERCISING THE POMERS ANR DUTIES PROVIDED
EDR_IN THIS SECYIONa.

NEW_SECTIONs Section Te Combining existing employee
groups authorizeds. The department may combine existing state
employee groups into 1larger groups for the purpose of
establishing state employee group benefit plans on behalf of
the combined groupse The department may also combine state
employees into a single group for purposes of state i-ployee
group benefits under [this act]e

NEM_SECTION. Section 8e Administrative costs. Yhe
department shall include the costs of administering and
negotiating state employee group benefit plans established
under [this act]s as well as the costs of hiring necessary
consultantss actuarlesy and asuditors under [this act)s as
part of the cost for state employee group benefitse.

MEW_SECTIONe Section 9« Transfer of authority of
board of regents authorizedes (1) The board of regents of
higher education may transfer its authority for providing
group benefits for employees of the Montana university
system to the departmwent.

12) Upon transfer of the board of regents®' authority
as provided in (1) of this sections group benefit plans for
employees of the Montana university system are subject to
the provisions of [this act])e.

NEW _SECTIONe Section 10. Annual audits of group

-5~ HB 437
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beneflit plans requiredes The department shall have the state
employee group benefit plans established under {this act]e
whether established on a self-funded basis or noty audited
annually by either the legislative auditor or an Indepandent
certified public accountante.

Section 11. Section 2-18-702y NCAs is amended to read:

®2-18-702. Group insurance for public employees and
officerse (1) AVl deportmentav-burcodsv—boardsy--comnissions
ond-~agencies——of——the--state--ond-a3¥ countiess citiesy end
townss_schogl districtss and tbe board of regepts shall upon
approval by two~thirds vote of the their respactive officers
and esployees of-—-esch--gsuch--departmenty——buresov——boerdsy
eean&ss&onv-—ogene?v’eountyvoeétyr-ene-téun enter into group
hospitalizations medical, healthsy including long-tera
disabiltitye accidents and/or grdup life insurance contracts
or plans for the benefit of their officerss employees and

their dependents.

42443} The premiums required from time to time to
waintain such insurance in force shalyY be paid by the
insured officers and employeass and the auditor shall deduct
s3id premiums from the salary or wages of each officer or

employee who elects to become insureds on the officer or

- HB 437
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employee®s written orders and issue his warrant therefor to
the insurers

1321481 For the purpose of (40-3905.1s ReCeMe  1947)s
the plans of health service corporations for defraying or
assuming the cost of professional services of licentiates in
the field of hcalihv or the services of hospitalss clinics
or sanitariuase or both professional and hospital servicess
shall be construed as group inswrances and the dues payabls
under such plans shall be construed as premiumss therefor.®

Section 12« Section 5-2-303s NCAy is smended to readz

=5-2-303, Participation in ' state insvurenee Lenefits
groupe Nembers Individual sembars of the senate and the
house of representatives may enroll in the state ocmployees
insurence hanafits group during the terss to which they have
baen electedv-without-the-—epprovel-——of--twe-thirds——of--the
spproprivte——house—-under——2-18-863F. The insurer grovider of
benefits shal) enroll and collect employee contributions
directly from such legislators. The employer contribution
shall be paid from funds appropriated for that purpose.”

Section 13. Codifications [l) Sections 13 _2s AND &
through 8 10 of this act are intended to be codified as an
integral part of Title 2y chapter 18, part 8y and the
provisions contained in Title 2+ chapter 18s part 8¢ of—this
set apply to sections lg 25 AND & through 8 10«

42} _SECTION 3 OF YTHIS ACT IS INTENDEG TO RE CODIELED

-T- HB 437
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AN _ELELE 2s CHAPTER 13s BARK JQs
Section lase Repealere, Sections 2-15-1012 and 2-18-6¢1
through 2-18-80Te MLAs are repealede
Section 15« Effective date. This act shalt be
effective immedlately on passage and approvale
-End-
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March 22, 1979

SENATE STANDING COMMITTEE REPORT
(Select Employee Compensation)

That House Bill No. 437, third reading bill, be amended as follows:

1. Page 2.
Following: 1line 5
Insert: "(4) ‘"group benefits" means group hospitalization, health,

medical, surgical, disability, life, and other similar and related
group benefits provided to officers and employees of the state.

The term "group benefits" does not include casualty insurance, de-
fined in 33-1-206; marine insurance defined in 33-1-209; property

insurance defined in 33-1-210; surety insurance defined in 33-1-211;

and title insurance defined in 33-1-212."

2. Page 4.
Following: 1line 9
Insert: " (5) The department shall, prior to implementation of any

alternative to conventional insurance, present to the advisory
council the evidence upon which the department has concluded that
the alternative method will be more efficient, less costly, or
otherwise superior to contracting for conventional insurance. The
department may not implement any full self insurance alternative
prior to July 1, 1981.

(6) The provisions of title 33 shall not apply to the
department when exercising the powers and duties provided for in
this section."



