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HOUSE BILL 437 

INTRODUCED BY SOUTH 

IN THE HOUSE 

Introduced and referred to 
Select Committee on Employee 
Compensation. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Printed and placed on members' 
desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Transmitted to second house. 

IN THE SENATE 

Introduced and referred to 
Select Committee on Employee 
Compensation. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Second reading, pass 
consideration. 

Second reading, concurred in. 

Third reading, concurred in 
as amended. 

IN THE HOUSE 

Returned from second house 
Concurred in as amended. 



March 31, 1979 

April 2, 1979 

Second reading, amendments 
adopted. 

Third reading, amendments 
adopted. Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY 

h f... BILL NO. !:f.J1 
~- 'I' 
~1"1t~--~ 

A BILL FOR AN ACT ENTITLED: •AN ACT T~ ESTABLISH A PROGRAM 

U~OER WHICH THE STATE OF MONTANA MAY PROVIDE ITS EMPLOYEES 

WITH ADEQUATE GROUP HOSPITALIZATION, HEALTH, MEDlCALo 

DISABILITY, LIFE, AND OTHER RELATED GROUP BENEFITS 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-l8-B07o MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

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

~~110Ha Section 1. Purpose. The purpose of [this 

act] is to establish a progra• under which the state •ay 

provide state employees ~ith adequate group hospitalization• 

health, ~edicalo disability, life, and other related group 

benefits in an efficient •anner and at an affordable cost. 

NEW SECTION• Section 2. Definitions. As used in [this 

act]• the following definitions apply: 

(1) •Department• -ans the department of 

ad•inistration provided for In 2-15-1001. 

(2) •state employee• .aans an e~ploycc of th~ st~teo 

specifically including a member or employee of the 

legislative branch of state government. The ter• •state 
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e•ployee• does not include e•ployees of counties• cities. 

townso school districts. or the ~ontana university syste•• 

NEW SECTION. Section 3. General duties of the 

departaent. The departaent 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 ad•inister contracts for state 

e•ployee group benefit plans; 

(3) design state eaploy- group benefit planso 

establish specifications for bidso and aake reco.-endations 

for acceptance or rejection of bids; 

(It) prepare an annual report which describes the state 

e•ployee group benefit plans being adalnistared. details the 

historical and projected progra• costs and the status of 

reserve fundso and rakes reco .. andationso if any, for change 

in existing state eaployee group benefit plans; and 

(5) prior to each legislative session• perfora or 

obtain an analysis of rate adequacy of all state eaployee 

group benefit plans adainistered under [this act)• The 

depart5~nt shall aake copies of the report available to the 

legislature. 

~~ Section 4o Alternatives to conventional 

Insurance for providing statP eaployee group benefits 

authoriz"d requirements. The departeent may establish 

alternatives to conventional insurance for providing state 

. - ,../ 
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eaployee group benefits. lhe r~quirements for providing 

alternatives to conventional insurance are as follows: 

(1) The departaent xust c~intain state employco group 

benefit plans on an actuarially sound basis. 

(2) lhe depart.ent must Maintain reserves sufficient 

to liquidate the unrevealed claims liability and other 

liabilities of state e.ployee group benefit plans. 

(3) The departaent RUSt deposit all reserve funds and 

pree•iuas paid to a state employee group benefit plan. 

(4) The departaent ~ust deposit incoae earned fro• the 

investaent 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 adainistering 

the plan. 

NEW SECTION. Section 5. Co•bining existing eMployee 

9roups authOrized. The departaent aay coMbine existing state 

eaployee groups into larger groups for the purpose of 

establishing state eaployee group benefit plans on behalf of 

the coabined groups. The department cay also coMbine state 

eaployees into a single group for purposes of state ecployee 

group benefits under [this act]• 

NEW SECTION. Section 6. AdMinistrative costs. The 

departaent shall include the costs of ad•inlstering and 

negotiating state amployee group benefit plans established 

under [this act]• as well as the costs of hiring necessary 
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consultants. ~cluaries, and auditors under [this act]• as 

part of the ~ost for state e.ployee group benefits. 

NEW ~LCIION. Section 1. Transfer of dUthority of 

board of regents authorized. (1) The board of regents of 

higher education aay transfer its authority for providing 

group benefits for e•ployees of the Montana university 

syste• to the department. 

(21 Upon transfer of the board of regents• authority 

as provided in (11 of this section, group benefit plans for 

employees of the Kontana university system are 

the provisions of [this act}• 

NEW SEtTIQN. Section 8. Annual audits 

subject to 

of group 

benefit plans required. The depart~nt shall have the state 

e•ployee group benefit plans established under [this act)• 

whether established on a self-funded basis or noto audited 

annually by either the legislative auditor or an independent 

certified public accountant. 

Section 9. Section 2-18-l02o MCAo is amended to read: 

•2-18-702. Group insurance for public employees and 

officers. (ll All depe~~~~~y-bH¥~o~y-bee¥d~y-ee~5~+o"s 

eftd-~eneiea et ~ne~e--end--e+t counties. cities. e"d 

townso school djstrjctsa apd the board gf regents shall upon 

approval by t~o-thirds vote of ~~e thejr respectjye officer·. 

and o~ployees of--eee~--sue~--deper~me"~y--b~¥e~~y--b~,-~T 

ee~~~-~yy-e~~-~YT-e"d-~o~ enter into •)roup 

-4-
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hospitalization, 11edicalo health• including long-ter• 

disability, accident, and/or group life insurance contracts 

or plans for the benefit of their officers. employees and 

their dependents. 

12] State employees• as defined in (sectjgn 2 gf this 

act)• may participate jo such state aMplpyee group bepefit 

~~ as are proyjded fgr under part 8 of tbjs chapter. 

tit~ The preMiuMs required froa ti~~e to tiMe to 

maintain such insurance in force shall be paid by the 

insured officers and employees. and the auditor shall deduct 

said premiuMs fro• the salary or wages of each officer or 

employee who elects to beco.e insuredo on the officer or 

employee's written order, and issue his warrant therefor to 

the insurer. 

t3tLil For the purpose of (~G-3905.1, R.c.M. 19~7]• 

the plans of health service corporations for defraying or 

17 assuming the cost of professional services of licentiates in 

18 the field of health, or the services of hospitals, clinics 

lq or sanitariums. or both professional ond hospital services, 

20 shall be construed as group insurance, and the dues payable 

21 under such plans shall be construed as pre11iums therefor.• 

22 

23 

Section 10. Section 5-2-303, MCAt is amended to read: 

"5-2-303. Participation in state ffts~~eftee benefits 

24 group. Me.bers lndjyjdual •e.ters of the senate and the 

25 house of representatives may enroll in the state e.ployees 
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~n~reftee bepefjt$ group durinq the ter•s to which they have 

been e 1 ec ted.--w+othoft--otlte---P1'~-M-otwo-t:~ef'~he 

epprep~~ete-~~n~~-~&-&eT. The •nsu~~ orpyjder gf 

beoefl\$ shall enroll and collect e•ployee contributions 

directly froa such legislators. The a.ployer contribution 

shall be paid froa funds appropriated for that purpose.• 

Section 11. Codification. Sections 1 through 8 of this 

act are Intended to be codified as an integral part of Title 

2o chapter 18, part e, and the provisions contained in Title 

2, chapter 18o part 8t of this act apply to sections 1 

through_ e. 

Section 12. Repealer. Sections 2-15-1012 and 2-18-801 

throuqh 2-18-807o MCAt are repealed. 

Section 13• Effective date. This act 

effective i ... dlately on passage and approval. 

-End-

shall be 
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STATE OF MONTANA 
Request No. 249-79 

FISCAL 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. 

L -4·~ C4 ,; Qt. J .... ~ ~· 
BUDGET DIRECTOR 
Office of Budget and Program Planning 
Date: ..L../,-4. / ? f 
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Approved By Comm. On 
Employment Comp. 

HOUSE BILL NO. 437 

INTRODUCED BY SOUTH 

~ Bill FOR ~N ~CT ENTITLED: "~N -CT TO ESTABLISH A PROGR~~ 

UNDER WHICH THE ST~TE OF ~ONTANA MAY PROVIDE ITS EMPlOYEES 

~IT~ AD~OUATf ~ROUP HOSPIT~liZATIONo HEALTH, HED!CALt 

DISA~IllTYt LIFE, AND OTHER RELATED ~ROUP SENFF!TS IN A~ 

EFFICIENT ~ANNER AND AT AN AFFORDABLE COST; AMENDING 

SFCTIONS 2-lB-702 AND 5-2-303, MCA; REPEALING SECTIONS 

2-15-1012 AND 2-18-801 THROUGH 2-18-807, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE." 

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

~f~-S~a Section lo Purpose. The purpose of (this 

act] is to establish a progra• under ~hfch the state •ay 

provide state employees ~ith adequate group hospitalization, 

health, medical, disability, life, and other related group 

benefits in an efficient •anner and at an affordable cost. 

~EH-if~~. Section 2o Definitions. As used in [this 

act]• the following definitions apply: 

ilL-" AQY I SOR Y C.Oilli.C.lJ.!_I!f!tlLl.HUlA~fl..O:UL _r.B!Jl.lf 

ll!:ifUl.LAPY.UOR X C.QUNC I l PBDV I DED FQR_lLUfU.lotLl_Qf_Dill 

M.IJa 

t+t1I1 "Department" Means the departll.,nt of 

aoministration provided for in 2-15-1001. 
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titLll "State e.ployee" eeans an .-ployee of the 

~tate• specifically including a ee.Oer or e.ployee of the 

legislative branch of state govern•ent• The term "state 

••ployee• does not include e~loyees of counties, cities, 

towns, school districts. or the Montana university syst••• 

~£! • .llWL.l,._ J.tifB.f_ll_&_fi.EW P1CA S fC I I Qfl l.tiALB.f!Oi.i 

State e•ployce group benefit advisory council to be 

created ca.posltion. (I) The depart .. nt shall create a 

e•ployee _group benefits advisory council under state 

2-15-122. 

c2• The .. .oers of the advisory council shall be 

selected fro• a diverse group In order to adequately 

represent the interests of state e8p1oyees. 

iKUQILh_J.~&LLLL~fl!! MCA SEC,IIQN THAT REApS; 

functions of advisory council. (l) The depart .. nt shall 

.. et and consult with the advisory council before 

negotiating, contracting, or otherwise 80dlfying state 

e•ployee group benefit plans. 

(21 The 1\dvi'S.ory council shall 'lleet quarterly to 

revie~ the existing state e~ployee qroup benefit planso to 

review clai11s proble•s• and to advise the department on 

state e•ployee group benefit Matters. 

~iK-Sft.I.lil~ Section '5. Genera 1 duties of the 

department. The depar t"wnt sha I l: 

(11 adopt rules for the conduct of its busines~ under 

-2- H8 437 
SECOND READING 
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[this act] and to carry out the purposes of [this act); 

( 2) ne<JoH ate and ad•inister <"0'1tr.lcts for stdte 

e~ployee group benefit plans; 

(3) design state e~loyee group benefit plansw 

establish specifications for bids. and eake reco•mendations 

for acceptance or rejection of bids; 

(It) prepare an annual report which describes the state 

eaployee group benefit plans being ad•inistere1o details the 

historical and projected prograe costs and the status of 

reserve fundso and eakes rec~ndationso if anyt for change 

In existing state eaployee group benefit plans; and 

(5) prior to each legislative session, perfore or 

obtain an analysis of rate adequacy of all state e•ployee 

group benefit plans ~inlstered under [this act]• The 

depart .. nt shall .ake copies of the report available to the 

legislature. 

NEW SEtiJQN. Section 6. Alternatives to conventional 

insurance for providing state e•ployee group benefits 

authorized require .. nts. The departeent eay establish 

alternatives to conventional insurance for providing state 

eeployee group benefits. The require•ents for providing 

alternatives to conventional insurance are ., follows: 

(1) The 6epart.ent eust eaintain state eeployee group 

benefit plans on an actuarially ~ound basis. 

(2) The departeent ~st •aintain reserves sufficient 

-l- HB 437 
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to liquidate the unrevealed claims liability and other 

lidbilities of ~tate employee group benefit plans. 

(3) The depart•ent must dep~sit all reserve funds and 

preeiums paid to a state e•ployee group benefit plan. 

(4) The depart.ent MUSt deposit income earned from the 

investment of a state e•ployee group benefit plan's re~erve 

fund into the account established under subsection (3) of 

this section in order to offset the costs of adeinistering 

the plan. 

~~~~ Section 1. Coebining existing employee 

groups authorized. The departeent may combine existing state 

eeployee groups into larger groups for the purpose of 

establishing state e.ployee group benefit plans on behalf of 

the co•blned groups. The depart.ant •ay also combine state 

eeployees into a single group for purposes of state employee 

~roup benefits under (this act]• 

~ii~~ Section 8. Ad•inistrative costs. The 

oeparteent ~hall Include th~ costs of administering and 

negotiating state eeployee group benefit plans established 

under [this act]• a~ well as the costs of hiring necessary 

consultants• a~tuariest and auditors under [this act)• as 

part of the cost for state e.ployee group benefits. 

~_if~ Section 9. Transfer of authority of 

bodrJ of regents authorized. (1) The board of regents of 

higher education •ay transfer its authority for providing 

-It- HB lt37 
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group benefits for e~loyees of the Montana university 

system to the departaent. 

(2) Upon transfer of the board of regents• authority 

as provided in (ll of this section, group benefit plans for 

employees of the Montana university systea are subject to 

the provisions of (this act]. 

~f~~~llO~ Section 10. Annual audits of group 

benefit plans required. The departaent shall have the state 

employee group benefit plans established under (this act)o 

~hether established on a self-funded basis or noto audited 

annually by either the legislative auditor or an independent 

certified public accountant. 

Section 11. Section 2-l8-702o KCAo is a.ended to read: 

"2-18-702. Group insurance for public eaployees and 

officers. (1) -11 &epart~~.-~reeasy-beerdsY-eo.a+ss~ns 

e"d-a~e"e?es-ef-the-stete--e~-e++ countleso cities, end 

towns.s.~~QLili.U.tiU.U-And the board llLu~ shall uoon 

approval by two-thirds vote of~ their res~~ officers 

and employees of--eeeh--saeh--depertaeftty--bareeay--boerdy 

eoem~ss~ony-e~eneyy-eoantyy-e+tyy-end-to~ enter into group 

hospital i zati ono medical, heal tho including lon~-ter~ 

disability, accident, and/or qroup life insurance contracts 

or plans for the benefit of their officers. employees and 

their dependen~s. 

lU--~UU-~U.i..l...,u__gtfi.ru:.J..-iJLLau..i.Qo_Lllf_t..b.U 
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KU• ., .. rtjdpat.9 jn IMCb st:a.te nolqyn group ben&f.il. 

Q14n._4$ are proylded (Dr un4tr part I o( this Cbapt&L& 

iit~ The prealuas required froa ti.e to tlae to 

aaintain such insurance In force shall be paid by the 

insured o¥ficers and eaployees. and the auditor shall deduct 

said preaiuas froa the salary or wages of each officer or 

eMployee ~ho elects to become insured, on the officer or 

eaployee•s written order• and Issue his ~arrant therefor to 

the insurer. 

t3tii! For the purpose of [lt0-3905.Lo R.C.H. 19lt7]• 

the plans of health service corporations for defraying or 

assualng the cost of professional services of licentiates in 

the field of health. or the services of hoapltalso clinics 

or sanltariuaso or both pro¥esslonal and hospital servlceao 

shall be construed aa group lnsuranceo and the dues p.-,able 

under such plans shall be construed as prealuas therefor.• 

Section 12• Section 5-2-303• KCAo is aaended to read: 

•5-2-303. Participation in state fftsarenee beQefjts 

group. Meabe~s Ipdjyjg~ •eaber~ of the senate and the 

house of representatives aay enroll in thP. state enployees 

~n,arenee ~~ group durinq th~ terms to which they have 

been electedy--w+theat--t:he--epp~ove~--of~wo-t:~rde-of-the 

o~p~opr~ote-hoa,e-ander-i-t&-&e~. The +ns~rer prgyjder __ gf 

~ti~ shall enroll and collect employee contributions 

directly froa such legislators. The eMployer contribution 

-6- HB 431 
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1 shall be paid froa funds appropriated for that purpose.• 

2 Section 11. todiflcatlon. 111 Sections 1L-_L1_A~~ 

3 through 8 ~of th~s act are Intended to b~ codified as an 

4 i nt~gral part of Title 2o chapter l!!o put 8o and the 

5 provisions contained In Title Zo chapter 18o part 8o of-~h+s 

b ee~ apply to sections ls~Q-S through 8 la• 

7 12) SEUI!lft ~ Qf litiS ACI IS UUUllULI.Q_lif_~£11 

8 11-lliLE z, '"''lEI 15t PAll 10. 

9 Section 1~. Repealer. Sections 2-15-1012 and 2-18-801 

10 throU9h z-te-eOT, MCAo are repealed. 

11 Section 15. Ef'fectlve date. Thh act shall be 

12 effective l..ediately on passage and approYal. 

-End-
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HOUSE BILL NO. 437 

INTRODUCED BY SOUTH 

A BILL FOR AN ACT ENTITLED: •AN ~CT TO ESTABLISH A PROGRA~ 

UNDER WHICH THE STATE OF ~ONTANA MAY PROVIDE ITS EMPLOYEES 

wiTH ADEQUATE GROUP HOSPITALIZATION, HEAL THo MEDICHo 

DISA~JLITY, LIFE, AND OTHER RELATED GROUP BENEFITS IN A~ 

EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING 

SECTIONS 2-18-7D2 AND 5-2-303, MCA; REPEAL!~ SECTIONS 

2-15-1012 AND 2-18-801 THROUGH 2-18-807, MCA; ANO PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

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

~E~-i~IIQHs Section 1. Purpose. The purpose of [this 

act] is to establish a progra• under which the state •ay 

provide state employees ~ith adequate group hospitalization• 

health, medical. disability. life, and other related group 

benefits in an efficient •anner and at an affordable cost. 

H~~~s Section 2. Definitions. As used in [this 

act)• the following definitions apply: 

UL-~ln! 1 5 OR X C. Outif..ll.!_l!IA!ii..lt!L.llla!La!f I.Olf.L _liR!h!f 

aEHffl!i_!QYliDBl_,~L_PRQVlDED FQR IN [SEtTIQti_l Of THIS 

M.lla 

tit12i "Oeparteent• •eans the depart11~nt of 

administration provided for in 2-15-1001. 
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t~tLll •state e•ployee• .. ans an eaployee of the 

stateo specifically including a .. lObar or ••ployee of the 

legislative branch of state govern•ent. The terM •state 

e•ployee• does not include e~loyees of countieso cities •. 

townso school districts• or the Montana university syste•• 

~EtTION lo IH[~i_&_Kf~ MtA SECTION ~AT READS; 

State e•ployee group benefit advisory council to be 

created-- coepositlono (ll The dep~rt .. nt shall create a 

state e•ployaa qroup benefits advisory council under 

i-15-122. 

fll The -llbers of the advisory council 

group In order to 

shall be 

selected fr- a diverse adequately 

represent the interests of state a.ployees. 

S£tTIQN t,, _ _J~Bf-li_A_Mf~-HtA SECTION TftAI-&fA~ 

Functions of advisory council. (1) The departaent shall 

-et and consult with the advisory counci 1 before 

negot i at i ngo contracting, or otherwise DOdifying state 

e•ployee group benefit plans. 

(Z) The advisory council shall ~eet quarterly to 

review the existinq state e11ployee group benefit plans• to 

r~view clai11s problei!St and to ~dvis~ the department on 

state e•ployee group benefit •atters. 

~~_it'~ Section s. General 

department. The depart•ent shall: 

duties of 

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

(2) ne9otiate and ad~inister ~o~tr~cts for state 

employee group benefit plans; 

(3) des.ign state Pmployee '}roup benefit planso 

establish specifications for bidso and •ake reco..endations 

for acceptance or rejection of bids; 

(4) prepare an annual report which d~scribes the state 

e~loyee group benefit plans being adainisteredt details the 

historical and projected progra• costs and the status of 

reserve fundso and •aka~ reca..endations, if any, for change 

in existing state e~loyee group benefit plans; and 

(5) prior to each legisJative session, perfor• or 

obtain an analysis of rate adequacy of all 

group benefit plans ad•inistere~ under 

state e•ployee 

[this act)• The 

departeent shall .a~e copies of the rQport available to the 

legislature. 

NEW SEtTIQN. Section b. Alternatives to conventional 

insurance for providing state e•ployee group benefits 

authorized require•ents. The departaent •ay establish 

alternatives to conventional insurance for providing state 

e•ployee group benefits. The require•ents. for providing 

alternatives to conventional insurance are as follows: 

(1) The depart•ent •ust •aintain state e•ployee group 

benefit plans on an actuarially sound basis. 

(2» The depart•ent •ust •alntain reserves sufficient 
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to liquidate the unrevealed clai•s liability and other 

lidbilitles of state employee group benefit plans. 

(3) The departaent must deposit all reserve funds anc 

~r~miums paid to a state e•ployee group benefit plan. 

C4» The depart .. nt •ust deposit income earned from the 

investment of a state e•ployee 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. 

H~-i~llDH& Section 7. Co•bining existing employee 

groups authorized. The depart .. nt may combine existing state 

e•ployee groups Into larger groups for the ourpose of 

establishing state e•ployee group benefit plans on behalf of 

the combined groups. The department may also combine state 

employees into a single group for purposes of state employee 

~roup benefits under [this act]. 

~ift11Q~ Section 8. Administrative costs. The 

department shall include the costs of administering and 

negotiating state eaployee group benefit plans established 

under {this actJ• as well as the costs of hiring necessary 

consultant•• actuaries, and auditors under [this act]• as 

part of the cost for state employee group benefits. 

~-if,llOU& Section 9. Transfer of authority of 

board of regents authorized. (11 The board of regents of 

higher education •ay transfer its authority for providing 
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group oenefits for employees of the Montana university 

syste• to the departaent. 

IZ) Upon transfer of the board of regents• authority 

as provided in (1) of this section, group benefit plans for 

employees of the Montana university systea are subject to 

the provisions of !this act]. 

~f~~fkllO~ Section 10. Annual audits of group 

benefit plans required. The departaent shall have the state 

employee group benefit plans established under (this act)• 

~hether established on a self-funded basis or noto audited 

annually by either the legislative auditor or an independent 

certified public accountant. 

Section 11. ~ection 2-18-70Zo MCAo is a .. nded to read: 

"2-18-702. Group insurance for public e•ployees and 

officers. (1) ~11 de~ert.e~,,-bureeus~-beerd,,-ee..+s,+ons 

e"d-e~e"e~es-ef-the-stete--end--e~~ countieso cities, end 

towns~~QQl_~~~~~og tbe boaLd_Qf_~~~ shall upon 

approval by t~o-thirds vote of the their res~~ officers 

and employees ef--eeeh--sach--depert.-nt~--bureew.--boerd• 

ee.m~ss~efty-e~eneyy-eeaftty,-e+tyy-end-teWft enter into group 

hospitalization, medical, heal tht including long-tPrm 

disability, accident, and/or qroup life insurance contracts 

or plans for the benefit of their officers, eaployees an1 

their depend~nts. 

!Z) State emplal~~gefined lo-Lsectjoo 2 Df __ tn~ 
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ar.U~_.u_-~iPAtt-io sucb uate npJ~a:u_g~ benet'S 

RliUl~HJ£JWlumi.WhLfQL.Wlder p4Ct; I of t;hi$ C~a 

i~tLll The preeiu•s required fro• tl.. to tiee to 

•aintain such insurance In force shall be paid by the 

insured officers and e.ployees, and the auditor shall deduct 

~aid precluas fro• the salary or ~ages of each officer or 

e•ployQe who elects to become insu~ed, on the officer or 

eeployee•s ~ritten ordero and issue his varrant therefor to 

the insurer. 

fjtLil For the purpose of ['0-3905.1• R.c.M. lq'7lo 

the plans of health service corporations for defraying or 

4Ssuaing the cost of professional services of llcen~iates In 

the field of heatth, or the services of hospitals, clinics 

or sanltarlu•s• or both professional and hospital services. 

shall be construed as group insurance, and the dues payable 

under such plans shall be construed as preelu•s therefor.• 

Section 12. Section 5-Z-303• HCA, is aMended to read: 

•s-Z-303. Participation in ~tate +"'~reftee benefits 

group. ~bere lodjyjd~ ••sbers of the senate and the 

house of representatives eay enroll in the state e.-ployees 

<-nsar""ce b . .it!:tdlt.~ group during the ter ... s to which they have 

been electedy--v+tho•t--the--eppro•a+--of-~wo-t~rds-of-the 

epprepr+ete-he~,e-~ftder-~-t8-&e~. The +"sarer prgvidet __ of 

~Li~ shdll enroll and collect ~mployee contributions 

directly froa such legislators. The e•ployer contribution 
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shall be paid fro• funds appropriated for that purpose.R 

l Section 13. Codification. ill Sections t. __ l1_!~_i 

3 throuqh 8 ~of this act are Intended to be codified as an 

~ integral part of Title 2o chapter 19, pdrt 6o ~nd the 

5 provisions 'ontained in Title 2w 'hapter tao part Bo of-~~~ 

b ee~ apply to sections l£~~Q_i through 8 in• 

1 1Zl--SECIION l-DE-lHli-Atl_li_lU!L~D-lD __ af__,QDlflEQ 

8 ~-IilLE z, CHAP~, PAAI lOa 

9 

10 

11 

12 

·' 

Section llt• Repealer. Sections 2-1~-1012 and 2-19-BOl 

through 2-18-807, MCAo are repealed. 

Section 15. Effe,tlve date. This act 

effe,tive i ... diately on passage and approval. 

-End-
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HOUSE BILL NO. ~31 

INTRODUCED BT 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 HOSPITALIZATIONo HEALTH, MEDICAL• 

DISABILITY, LIFE., AND OTHER RELATED GROUP BENEFITS IN AN 

EFFICIENT MANNER AND AT AN AFFORDABLE COST; AMENDING 

SECTIONS 2-18-7D2 AND 5-2-3D3• MCA; REPEALING SECTIO~S 

2-15-1012 AND 2-18-801 THROUGH 2-18-8DT, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

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

NEW SECTION. Section 1. Purpose. The purpose of (this 

act] Is to establish a progra• under which the state aay 

provide state e•ployees Mith adequate group hospitalization., 

health, •edical., disability., life, and other related group 

benefits in an efficient •anner and at an affordable cost. 

NEW SECTION. Section 2. Definitions. As used In [this 

act]• the follovlng definitions apply: 

C1) •AQYISQRY COYNCIL• MEANS THE STATE EMPLOYEE GRQUP 

BENEFITS AQVISOBJ CQUMCIL PROVIQEQ FOR IN !til& (S~IIOH 3 OF IHIS 

titLZ! •oepa~t•ent• .. ans the depart•ent of 

ad•inist~ation p~ovlded fo~ In 2-15-1001. 

., 
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t~t~ •State eaployee• .. ans an eaployee of the 

state. specifically Including a ee~er or eaployee of the 

legislative branch of state governeent. The ter• •state 

.. ployee• does not include eaployeas of countlesw cities, 

to~ns, school districts, or the Montana university syste•• 

l!) •GBQUP BENEfJTS• BEAMS iiQUp HQSPITALIZAJIOftp 

HEALTH• BEDICAL• SURGICAL• DlSAIILITJs LIFE• AHD -DIHE8 

SIBJLAR AND BELATED GBQVP BflffiTS PBPYIDEQ JO DFEICfRS AND 

f!PLDJffS QF THE STATE. JHE IEJft •&RQUp BENEFITS• DOES NOJ 

lNtLYQf tASQALTJ IN$UBANCE D ---• _fEIIfD IN ~~~ 
INSUB6Mtf UEFINED IN -206: MARINE 

---- -- 33-1-209; PBQPEB 
33-1-ZJD; SUBEJJ I JJ INSURANCE Q£fiNED_lH 

NSUBAftCE DfFIMfD IN 33-1-2)1• ~ 

.. laN~$UB~~AWCU.~f~OD£ffFll!N~E~D~1~_ll:~~~ • AND TITLE --- -" 33-1-212. 

S£CIIQN 3. JHEBE IS -- A HEM "'A SfCTJQN THAT lfAQS: 

State eaployee group benefit advisory council to be 

created - ca.posltion. (1) The departaent shall create a 

state e•ployee group benefits advlso~y council under 

2-15-122. 

( z) The eellbe rs of 

selected fro• a diverse 

the advisory council 

group In order to 

shall be 

adequately 

~epresent the inte~ests of state e•ployees. 

SfkllON !• THEBE lS A NfM BCA SECTION THAI BEAPSi 

Functions or advisory council. (1) The depart.ant shall 

•eet ~nd consult vlth· the advlso~y council befo~e 

negC'Itiatingo contracting• o~ otherMise eodifying state 
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.-ployee group benefit plans. 

(2) The advisory council shall •eet quarterly to 

review the exlst~ng state e•ployee group benefit plans. to 

revie~ clal•s problems. and to advise the department on 

state employee group benefit •attars. 

NEM SE&IIQN. Section 5e General 

department• The depart.ent shalt: 

duties of the 

(1J adopt rules for the conduct of Its business under 

[this act) and to carry out the purposes of {this act); 

(2J negotiate and administer contracts for state 

e&ployee group benefit plans; 

(3J design state employee group benefit plans• 

establish specifications for bids• and •ake reco ... ndatlons 

for acceptance or rejection of bids; 

(4) prepare an annual report which describes the state 

ewptoy .. gr~ benefit plans being ~lnlsteredw details the 

historical and projected prograe costs and the status of 

reserve fundsw and eakes recoeaendatlonsw If anyw for change 

In existing state employee group benefit plansl and 

(5J prior to each legislative session• perfor• or 

obtalri an analysis of rate adequacy of all state eaployee 

group benefit plans administered under (this act). The 

depart.ent shall aake copies of the report available to the 

legislature. 

NEH SECTIQN. Section 6. Alternatives to conventional 
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insurance for provldlrig state e•ployee group uenefits 

authorized -- requlreaents• The depart•ent iay ~stablish 

alternatives to conventional Insurance for providing state 

e•ployee group benefits. The requlre•ents fot proyldlng 

alternatives to conventional Insurance are as follows: 

(1). The departaent .ust ealntain state eMployee group 

benefit plans on an actuarlally sound basis. 

(2) The depart .. nt .ust •aintain reserves sufficient 

to liquidate the unrevealed clai•s liability and other 

liabilities of state employee group benefit plans• 

(3) The departeent eust deposit all reserve funds and 

pre•iues paid to a state e-,loyee group benefit plan. 

(4) The depart.ent eust deposit income earned fro• the 

lnvesteent 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 ad.inistering 

the plan. 

15l THE DEPABiftEIJ SHAiLt PRIOR TO lftPLE!fNTATIO~ DE 

M1J ALTEtiiAilt£ m CQ8UifirQiiAL INSURAiicEi pftESEfti_IO_II:lf 

AOVISQIJ tDUNCIL iHE EJIDfHCE upON WHICH THE DEPARTMENT HAi 

CQNCLUQEQ IK4T iHf ALtEBNatryE 8EIHQQ HILL___Bf___HU&f 

EFFICIENT• LESS tQSJLY• 0B OTHERWISE suPERIOR TO CON!R~i~ 

FOB tONYENJIQNAL INSUBAftCEe THE QEPARTHENT MAf_tiOT IMPLEMENT 

ANY fULL SELF INSUBAftCE ALTERNATIVE PRIOR TO JULY lo 1981, 

161 THf PRpYISIQN$ Of TITLE 33 SHALL NOT APPLY TO THE 
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OEPABTHENT VHEN EXEKCISING THE PoKERS AND QUilES PRoVIDED 

fOR_IN !HIS SECTION. 

NEW SECTIOH• Section 7. Coabining existing eaployee 

groups authorized. The depart-ant .ay coebine exi5ting state 

employee groups into larger groups for the purpose of 

establishing state employee group benefit plans on behalf of 

the coMbined groups. The depart.ant ••Y also coabine state 

e.ployees Into a single group for purposes of state .. ployee 

group benefits under [this act)• 

NEW SECTioN• Section e. Adlllni5traUve costs. The 

department shall include the C05ts of ad•inistering and 

negotiating state e•ployee group benefit plans established 

under [this act]• as well as the costs of hiring nece5sary 

consultants, actuaries, and -dltors under (thl5 act], as 

part of the cost for state eMployee group benefits. 

NEW SECTION• Section 9. Transfer of authority of 

board of regents authorized. (1) The board of regents of 

higher education aay transfer its authority for providing 

group benefits for eaployees of the Montana university 

systee to the department. 

(2) Upon transfer of the board of regents• authority 

as provided in (1) of this section, group benefit plans for 

eaployees of the Montana university systea are subject to 

the provisions of [this act)• 

NEW Sf'Ila«s Section 10. Annual audits of group 
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benefit plans required. The department shall have the state 

eaployee group benefit plans established under [this act]• 

whether established on a self-funded basis or not• audited 

annually by either the legislative auditor or an Independent 

certified public accountant. 

Section 11. Section 2-18-702• RCA• is aaended to re~1 

•2-18-102. Group insurance for public eaployees and 

officers. 11) All d~·~~~.-~ee~,. ~erdsv ~~OftS 

and egefteie' ~~ •~• -an~ counties. citiesv end 

towns• school dlstrittso and the kgard of regents shall upon 

approval by two-thirds vote of •he tbelr respacJiye officers 

and employees ~--eeeh--..eh- depert•entv ~•••••• ~eerdw 

eo.a.,.env--eg~ey.-eoun•y•-e+~y.-eft~ enter into group 

hospltallz•tlon• .. dlcal. health• including long-ter• 

disability, accident, andtor group life insurance contracts 

or plans for the benefit of their officers• ••ployees and 

their dependents. 

C21 State eeplpyeesa as defined in (section 2 pf this 

actl• eay partjcipate in such state eaplpyee group benefit 

plans as ace orovided for und9r part B of this chapter. 

~tLll The preeluas required fro• tiee to tiee to 

aaintaln such insurance in force shall be paid by the 

insured officers dnd employees, and the auditor shall deduct 

24 • said premiuas fro• the salary or wages of each officer or 

25 employee who cle~ts to becoae insured, on the officer or 
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e.ployee•s written ordera and Issue his warran~ therefor to 

the insurer. 

i3t~ For the purpose of {\G-390~.1. R.t.M. 19'tl]• 

the plans of health service corporations for defraying or 

assuaiftg the cost of professional services of licentiates in 

the field of healtha or the services of hospl~als• clinics 

7 or sanit.,iuas. or both professional and hospital services• 

a shall be c-trued as groe~p in.svance. and Ute clues payable 

9 under such pl.a$ shell be constr-d as pr-iuas therefor.• 

10 

11 

12 

Section 12. section 5-2-303w NCAw h -ndect to reada 

•s-2-303, Participation in' state ~-· b£Dtl!iU 

group. ........ lo4ivi4Ma1 a, h'r• of the senate and the 

13 house of r~esentati ..... , enroll in the state e~loyees 

1\ ~--· bwwtit:.s gi'OUp during the ter•s to which they have 

15 been el ected• wUh••• tM ... r .. ri-ef--u~....., ... -..--~ 

16 lliiiPJ' ..... 'IIIII'pT"W' .......... ~···· ...... . The tn••••• grpyldfr of 

17 b8Qefits shall enroll and collect eaployee contributions 

18 directly fr.. such legislators. The eaployer contribution 

19 shall ·be paid fr~ funds appropriated for that purpose.• 

20 Section 13. Codiflcat:lone tll Sections 1w z, A~ 

21 ~hrough B 11 of this act are Intended to be codified as an 

22 integral part of Title 2, chapter 18, part a, and the 

23 provisions contained in Title z, chapter 1a, part a, .~, 

2\ ~ apply to sections 1• z, AND \ through e ~· 

25 (Zl SECIIQM 3 Qf THIS ACT IS INJENDED TO BE CQDIFIED 
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IM IlTLE ~. '"'PI~& ·~· 'Ail IQ• 
Sectton H>• aepealet: .. Sections z-1~-1012 an(l 2,18,1;lQ-l 

through 2-18-807• ~•• are repealed, 

Section lS. Effective date• Thh act 

ef~ective i..-dlatel' OR pessaga and approval. 

-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: line 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 33-1-2097 property 
insurance defined in 33-1-210; surety insurance defined in 33-l-211J 
and title insurance defined in 33-1-212." 

2. Page 4. 
Following: line 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." 


