
SENATE BILL NO. 281 

INTRODUCED BY FULLER, C. SMITH, J. BROWN, PETERSON, 
ELLISON, JONES, HAYNE, NELSON, HIRSCH, BLAYLOCK, 

THAYER, HAGER, B. BROWN, CHRISTIAENS, MAZUREK, 
HANSON, HARP, HIMSL, E. SMITH, HARPER, THOMAS 

January 30, 1985 

January 31, 1985 

February 5, 1985 

February 22, 1985 

February 23, 1985 

February 25, 1985 

February 26, 1985 

February 27, 1985 

BY REQUEST OF THE DEPARTMENT 
OF LABOR AND INDUSTRY 

IN THE SENATE 

Introduced and referred to 
Committee on Labor and 
Employment Relations. 

Fiscal Note requested. 

Fiscal Note returned. 

On motion by Chief Sponsor, 
Representative Thomas added as 
sponsor. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, pass 
consideration. 

Second reading, do pass as 
amended. 

Correctly engrossed. 

Third reading, passed. 
Ayes, 50~ Noes, 0. 

Transmitted to House. 



March 7, 1985 

March 26, 1985 

March 30, 1985 

April 1, 1985 

April 1, 1985 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and 
Labor. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 

Third reading, concurred in. 

Returned to Senate. 

IN THE SENATE 

Received from House. 

Sent to enrolling. 

Reported correctly enrolled. 
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BILL NO. ~ 
, ' I' . ) 

INTRODUCE? BY ,ftA.IftMC, ( 'J ,~ "' ,} £ ''f! /, /, i,',:o?LJ 

i&r~ BY REQUEST OF THE DEPARTMENT 

.

)"');_ { ( ': · ~AB<?J AND .INDUSTRY ;/f'j/r. . ,, / tl:a~l' 
])<~-~- /i.l""~..c '.11/ r{.( !),, '· -;?;lt.t(j"a~~i±£ 
I • forA' 1/. CAM-o~- ' · 

A ~) L ~R AN ACT E';{ITLED: "AN ACT LIMITING THE AMOUNT 0~ 
A LUMP-SUM WORKERS' COMPENSATION PAYMENT TO THE PURCHAsy;t . ,, 

PRICE OF AN ANNUITY THAT WOULD YIELD THE BIWEEKLY BENEFITS ~ 
PAYABLE OVER THE ESTIMATED DURATION OF' THE COMPENSATION 

PERIOD; AMENDING SECTION 39-71-741, MCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 39-71-741, MCA, is amended to read: 

11 39-71-741. compromise settlements and lump-sum 

payments -- division approval required. 1!1 The biweekly 

payments provided for in this chapter may be converted, in 

whole or in part, into a lump-sum payment. Regardless of the 

date of the injury or of a pri~r lump-sum payme~t, a lump 

sum awarded or paid after [the eff~ctive date of this act) 

may not exceed the purchase price to the insurer of an 

annuity that would yield df!_ amount equal to the bi_weekly 

benefits payable over the estimated -~uration of the 

compensation period. I~ the estimated duration of the 

compensation period 1s the remaining life expectancy of the 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0722/01 

claimant or the claima~t's beneficiary, the remaining life 

expectancy must be_~etermined by using the most recent table 

of life expectancy in years as published by~ the United 

States national center for health statistics. 

iil Sueh ~ conversion can only be made upon the 

written application of the injured worker or the worker's 

beneficiary, with the concurrence of the insurer, and sh8ii 

re~t approval of the conversion res~~ in the discretion of 

the division.,--both as to what the purchase_ price of an 

annuity would be, the amount of ~tteh ~he lump-sum payment~ 

and the advisability of ~tteh the conversion. 

ill The division ±e-h~r~by-v~~ted-with has full power, 

authority, and jurisdiction to allow and approve compromises 

of claims under this chapter. All settlements and 

compromises of compensation provided in this chapter are 

void without the approval of the division. Approval of the 

division must be in writing. The division shall directly 

notify every claimant of any division order approving or 

denying a claimant's settlement or compromise of a claim. 

1!1 A controversy between a claimant and an insurer 

regarding the conversion of biweekly payments into a lump 

sum is considered a dispute for which the workers• 

compensation judge has jurisdiction to make d 

determination." 

NEW SECTION. Section 2. Extension of authority. Any 

-2- INTRODUCED BILL 
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l existing authority of the division of workers' compensation 

2 to make rul~s on the subject of the provisions of this act 

3 is extended to the provisions of this act. 

4 NEW SECTION. Section 3. Severability. If a part of 

5 this act is invalid, all valid parts that are severable from 

6 the invalid part remain in effect. If a part of this act is 

7 invalid in one or more of its applications, the part remains 

8 in effect in all valid applications that are severable from 

9 the invalid applications. 

10 NEW SECTION. Section 4. Effective date. This act is 

11 effective on passage and approval. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 300-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received January 31, 
Fiscal Note for Senate Bill 281 pursuant to Title 5, 
Background information used in developing this Fiscal Note is 
Planning, to members of the Legislature upon request. 

19 85 , there is hereby submitted a 
Chapter 4, Part 2 of the Montana Code Annotated 
available from the Office of Budget and Program 

(MCA). 

DESCRIPTION OF PROPOSED LEGISLATION: 
"An act limiting the amount of a luap sum workers' compensation payment to the purchase price of an annuity 
that would yield the bi-weekly benefits payable over the estimated duration of the compensation period; 
amending Section 39-71-741, HCA; and providing an immediate effective date ... 

ASSUMPTIONS: 

A. 

B. 
c. 
D. 

E. 

F. 

G. 

H. 
I. 
J. 

Rates will increase approximately 12~ in FY'86 and 12l in FY'87 because of the underlying factors in the system 
that are independent of the outcome of this bill (loss. experience, decline in interest earnings, etc.). An 
actuarial determination on rate changes won't be made until two months prior to the beginning of a fiscal 
period. 
Since the State Fund operates as a nonprofit entity revenues will match costs. 
In order to take into account contingent liabilities on cases classified as permanent total disabilities, 
the State Fund will either award or reserve the undiscounted lump sum conversion of future biweekly benefits. 
Impact on self insurers and private carriers is not included because the basis upon which to make an estimate 
is unavailable. 
The number of claims classified as permanent total will increase due to the incentive added by the Willis case. 
The percentage of cases classified as permanent total will increase from 2.14% to 5~ of all cases. This 
increase is 2.34 times the current number of permanent total cases. 
The impact of the Willis case will be expressed in terms of rate increases in fiscal years 1986 and 1987, which 
would then stabilize for future years. 
This analysis is based only on State Fund data. The State Fund currently has approximately 50~ of the workers' 
compensation market in Montana. 
Fiscal year 1980 will be used as a base year to determine the impact. 
The increase in liabilities for cases occurring prior to July 1, 1985, will be recovered over a two-year period. 
Total public aector euployee• are approxi .. tely 60,800, of which 14,000 ~;;::t:~lo~•· ~~ 

- . 
BUDGET DIRECTOR 
Office of Budget and Program Planning 

FN6:D/2 Date: rJ.; s- I 1'1~} 
I 

"'- ".!? )' (:.-/ 
__. ~~ ~I 



~equest No. FNN300-85 
For. BD-15 Page 2 

FISCAL IMPACT: 

lllpact On State Fund Premium: 

Current Law as 
Affected By Willis Decision 

PreaiUII 
Paid FY 84 

PART A. State Governaent: 

General Fund $ 1,271,239 $ 
Special Rev. 1,460,579 
Enterprise 62,718 
Int. Serv. 154,134 
Pension 7,691 
Exp. Trust 2,074 

. UniversitY* 495.941 
TOTAL $ 3,454,376 $ 

Net General Fund Savings: 

FY 85 
EstiMated 

1,530,570 
1,758,536 

75,512 
185,577 

9,259 
2,496 

597 1112 
4,159,062 

$ 

$ 

FY 86 
1.384'4 

2,206,983 $ 
2,535,695 

108,833 
267,589 

13,350 
3,598 

860 1997 
5,9971045 $ 

FY 87 
1.12'4 

2,471,820 
2,839,980 

121,948 
299,700 

14,951 
4,030 

964 315 
6;116:744 

$ 

$ 

Proposed Change 
Affected By SB281 

FY 86 
1.12\ 

1,594,641 
1,832,150 

78,673 
193,345 

9,646 
2,600 

622 108 

$ 

FY 87 
1.12% 

1,785,997 
2,052,008 

88,113 
216,546 

10,803 
2,912 

$ 

696! 760 
4,333:163 $ 4,853!139 1 

($ 

* Pue to the nature of the University System budget, these amounts can be considered General Fund. 

Part B. All Other E!Ployers Insured With State Fund: 

Reduction 
Of Premium 

FY 86 

851,231){$ 

$ 33,678,294 $ 44,066,599 $ 66,529 1376 $ 75,650,063 $ 48,070,321 y ~~zvvvz~~-~y 4vz~~~.-~~l,X --z~-''1 

Total Estimate 
Premium $ 37,032,670 $ 48 1225,661 $ 72,526,421 $ 82,366,807 $ 52,403,484 x ~~ 1 ~4J•J-~,v --··-- 1 ~-·<'X --·--- 11 

LOCAL GOVERNMENT IMPACT: 

Local governments would also receive reduced workers' compensation premiums of approximately $10.2 million over 
the biennium. This savings would be distributed between cities, counties and school districts in proportion to 
their payroll and accident history. 

IMPACT ON STATE REVENUES: 
If Senate Bill 281 does not pass, the premium for all private sector employers will increase by approximately $74 
million over the biennium. Because premiums are deducted as a business expense, Montana corporate and individual 
income tax receipts will be reduced. The dollar amount cannot be estimated. 
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APPROVED BY COMMITTEE 
ON LABOR • EMPLOYMENT 
RELATIONS 
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SENATE BILL NO. 281 

INTRODUCED BY FULLER, C. SMITH, J. BROWN, PETERSON, 

ELLISON, JONES, BAYNE, NELSON, HIRSCH, BLAYLOCK, 

THAYER, HAGER, B. BROWN, CHRISTIAENS, MAZUREK, 

HANSON, HARP, HIMSL, E. SMITH, HARPER, THOMAS 

BY REQUEST OF THE DEPARTMENT 

OF LABOR AND INDUSTRY 

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF 

A PERMANENT TOTAL BENEFITS LUMP-SUM WORKERS' COMPENSATION 

PAYMENT T6-THB-PBReBASB-PRleB-9P-AN-ANNBIT¥-TBAT-W9BbB-¥lBbB 

THB-BtWBBKb¥-BBNBPt~S-PA¥ABbB-BVBR-THB-BS~fMATBB-BBRA~l6N-9P 

THB-eSMPBNSA~fBH-PBRfBB; BY DISCOUNTING IT BY 7 PERCENT, 

COMPOUNDED ANNUALLY; PROVIDING A METHOD FOR DETERMINING 

WNETBER A LUMP-SUM PAYMENT WILL BE GRANTED; AMENDING SBeTf6N 

SECTIONS 39-71-741, 39-71-2109, AND 39-71-2207, MCA; AND 

PROVIDING AN APPLICABILITY DATE, RETROACTIVE EFFECT CLAUSE, 

AND AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 39-71-741, MCA, is amended to read: 

"39-71-741. Compromise settlements and lump-sum 

payments division approval required. 1!1 The biweekly 

payments provided for in this chapter may be converted, in 

whole or in part, into a lump-sum payment. Regardless of the 
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SB 0281/02 

date of the injury or of a prior lump-sum payment, a %~mp 

~ LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY PAYMENTS 

awarded or paid after [the effective date of this act] ~ 

not--exeeed--ehe-parehas~-priee-to-ehe-insarer-e£-an-ann~±~y 

ehae-woaid-yieift-8ft-amo~nt-egaai-to--the--b±wee~%y--benertts 

payabie--ever--the--estimated--d~ration--o!-ehe-eampensatien 

peried~ MUST EQUAL THE ESTIMATED PRESENT VALUE OF THE TOTAL 

UNPAID PERMANENT TOTAL BIWEEKLY PAYMENTS, ASSUMING INTEREST 

AT 7% PER YEAR, COMPOUNDED ANNUALLY, UNLESS THE CONVERSION 

IMPROVES THE FINANCIAL CONDITION OF THE WORKER OR HIS 

BENEFICIARY, AS PROVIDED IN SUBSECTION (2)(B). If the 

estimated duration of the compen~ation period is the 

remaining life expectancy of the claimant or the claimant's 

beneficiary, the remaining life expectancy must be 

determined by using the most recent table of life expectancy 

in years as published by the United States national center 

for health statistics. 

~ Stteh The conversion can only be made upon the 

written application of the injured worker or the worker's 

beneficiary, with the concurrence of the insurer, and sh8%% 

res~ approval of the conversion rests in the discretion of 

the divisionT--both as to ~ the pttreha~e-pr±ee-o€-an 

ann~±ty-wott~d-be7-the amount of sueh the lump-sum paymentL 

and the advisability of sueh the conversion. IT IS PRESUMED 

THAT BIWEEKLY PAYMENTS ARE IN THE BEST INTERESTS OF THE 

-2- SB 281 
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WORKER OR HIS BENEFICIARY. THE APPROVAL OR AWARD OF A 

LUMP-SUM CONVERSION BY THE DIVISION OR THE WORKERS' 

COMPENSATION JUDGE MUST BE THE EXCEPTION, NOT THE RULE, AND 

MAY BE GIVEN ONLY IF THE WORKER OR HIS BENEFICIARY 

DEMONSTRATES THAT HIS ABILITY TO SUSTAIN HIMSELF FINANCIALLY 

IS MORE PROBABLE WITH A WHOLE OR PARTIAL LUMP-SUM CONVERSION 

THAN WITH THE BIWEEKLY PAYMENTS AND HIS OTHER AVAILABLE 

RESOURCES. THE FOLLOWING PROCEDURE MUST BE USED BY THE 

DIVISION AND THE WORKERS' COMPENSATION JUDGE IN DETERMINING 

WHETHER A LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY 

PAYMENTS WILL BE APPROVED OR AWARDED: 

~ THE DIFFERENCE BETWEEN THE PRESENT DISCOUNTED 

VALUE OF A LUMP SUM AND THE FUTURE VALUE OF THE BIWEEKLY 

PAYMENTS CANNOT BE THE ONLY GROUNDS FOR APPROVING OR 

AWARDING A LUMP-SUM CONVERSION. 

(B) A LUMP-SUM CONVERSION THAT IMPROVES THE FINANCIAL 

CONDITION OF THE WORKER OR HIS BENEFICIARY OVER WHAT WOULD 

HAVE BEEN REASONABLY EXPECTED HAD THE WORKER NOT BEEN 

INJURED OR DIED CAN BE APPROVED OR AWARDED ONLY IF THE 

LUMP-SUM CONVERSION IS LIMITED TO THE PURCHASE PRICE TO THE 

INSURER OF AN ANNUITY THAT WOULD YIELD AN AMOUNT EQUAL TO 

THE BIWEEKLY BENEFITS PAYABLE OVER THE ESTIMATED DURATION OF 

THE COMPENSATION PERIOD. THE WORKER OR HIS BENEFICIARY MUST 

DEMONSTRATE THE FINANCIAL CONDITION THAT WOULD HAVE BEEN 

REASONABLY EXPECTED, TAKING INTO CONSIDERATION HIS AGE, 

-3- SB 281 
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EDUCATION, WORK EXPERIENCE, AND PROBABLE JOB PROMOTIONS AND 

PAY INCREASES. 

(C) IF THE EXISTING DELINQUENT OR OUTSTANDING DEBTS 

ARE USED AS GROUNDS FOR A LUMP-SUM CONVERSION, THE WORKER OR 

HIS BENEFICIARY MUST DEMONSTRATE THROUGH A DEBT MANAGEMENT 

PLAN THAT A LUMP SUM FOR THAT PURPOSE IS NECESSARY TO 

SUSTAIN HIMSELF FINANCIALLY. 

(D) IF A BUSINESS VENTURE IS USED AS GROUNDS FOR A 

LUMP-SUM CONVERSION, THE WORKER OR HIS BENEFICIARY MUST 

DEMONSTRATE THROUGH A BUSINESS PLAN THAT A LUMP SUM FOR THAT 

PURPOSE IS NECESSARY TO SUSTAIN HIMSELF FINANCIALLY. THE 

BUSINESS PLAN MUST AT LEAST SHOW THE FEASIBILITY OF THE 

BUSINESS, GIVEN THE MARKET CONDITIONS IN THE INTENDED MARKET 

AREA, AND THE CASH THAT WILL BE AVAILABLE TO HIM ON A 

BIWEEKLY BASIS AFTER START-UP COSTS AND OTHER BUSINESS 

EXPENSES ARE CONSIDERED THROUGHOUT THE EXPECTED LIFE OF THE 

VENTURE. 

(3) IF THE DIVISION OR THE WORKERS' COMPENSATION JUDGE 
l 

FINDS THAT AN APPLICATION FOR LUMP-SUM CONVERSION DOES NOT 

ADEQUATELY DEMONSTRATE THE ABILITY OF THE WORKER OR HIS 

BENEFICIARY TO SUSTAIN HIMSELF FINANCIALLY, THE DIVISION, OR 

THE WORKERS' COMPENSATION JUDGE IF THE DIVISION HAS NOT 

ALREADY SO ORDERED, MAY ORDER, AT THE INSURER'S EXPENSE, 

FINANCIAL, MEDICAL, VOCATIONAL REHABILITATION, EDUCATIONAL, 

OR OTHER EVALUATIVE STUDIES TO DETERMINE WHETHER A LUMP-SUM 

-4- SB 281 
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CONVERSION IS IN THE BEST INTEREST OF THE WORKER OR HIS 

BENEFICIARY. 

t11l!l The division is--hereby--~ested-with has full 

power, authority, and jurisdiction to allow and approve 

compromises of claims under this chapter. All settlements 

and compromises of compensation provided in this chapter are 

void without the approval of the division. Approval of the 

division must be in writing. The division shall directly 

notify every claimant of any division order approving or 

denying a claimant's settlement or compromise of a claim. 

~ A controversy between a claimant and an insurer 

regarding the conversion of biweekly payments into a lump 

sum is considered a dispute for which 

compensation 

determination." 

judge has jurisdiction 

the 

to 

workers• 

make a 

SECTION 2. SECTION 39-71-2109, MCA, IS AMENDED TO 

READ: 

'
1 39-71-2109. When employer may be relieved from 

liability. Any employer bound by compensation plan No. 1 

against whom liability may exist for compensation for 

oermanent benefits under this chapter may, with the approval 

of the division, be relieved therefrom by: 

{1) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assuming 

-5- SB 281 
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interest at 5% 1! per annum, compounded annually, with the 

division; or 

(2} p~rehasin9---an--anntt+ty--within--~h~--%imi~ations 

p~ov~ded-by-law-in-any-insuranee-eompany-grantin9--annttit~es 

and--attthor±zed--~e-~ransaet-b~siness-in-this-staee,-sHb;eet 

~e-~he-appreva%-oE-~he-division depositing with the division 

the sum of the unpaid permanent partial benefits for which 

such liability exists.~ 

SECTION 3. SECTION 39-71-2207, MCA, IS AMENDED TO 

~ 

"39-71-2207. How insurer relieved from liability. Any 

compensation plan No. 2 insurer against whom liability may 

exist for compensation for permanent benefits under this 

chapter may, with the approval of the division, be relieved 

therefrom by: 

(1) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assuming 

interest at 5% l! per annum compounded annually, with the 

division; or 

(2) p~reha~in9---an--a~n~±ty--with±n--the--limt~ation~ 

provided-~y-iaw-in-a~y-±n~tt~anee-company-9rant±n9--anntt±tie~ 

and--ettt~or~red--~o-tran~aet-btt~±ne~s-±n-t~~~-stater-sttO;eet 

to-the-appro~~%-o£-the-d~~~~io~ depositing with the division 

the sum of the unpaid permanent partlal benefits for which 

·c- SB 281 
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1 such liability exists.'' 

2 NEW SECTION. Section 4. Extension of authority. Any 

J existing authority of the division of workers' compensation 

4 to make rules on the subject of the provisions of this act 

5 is extended to the provisions of this act. 

6 NEW SECTION. Section 5. Severability. If a part of 

7 this act is invalid, all valid parts that are severable from 

8 the invalid part remain in effect. If a part of this act is 

9 invalid in one or more of its applications, the part remains 

10 in effect in all valid applications that are severable from 

11 the invalid applications. 

12 NEW SECTION. SECTION 6. APPLICABILITY -- RETROACTIVE 

13 EFFECT. THIS ACT APPLIES RETROACTIVELY, WITHIN THE MEANING 

14 OF l-2-109, TO INJURIES INCURRED AND LUMP SUMS AWARDED OR 

15 PAID PRIOR TO THE EFFECTIVE DATE OF THIS ACT IF A LUMP SUM 

16 IS AWARDED OR PAID FOR THE INJURY OR THE AWARD OR SETTLEMENT 

17 IS REOPENED AND REDETERMINED AFTER THE EFFECTIVE DATE OF 

18 THIS ACT. THE MERE PASSAGE OF THIS ACT IS NOT GROUNDS FOR 

19 REOPENING ANY CASE. 

20 NEW SECTION. Section 7. Effective date. This act is 

21 effective on passage and approval. 

-End-

-7- SB 261 
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SENATE BILL NO. 281 

INTRODUCED BY FULLER, C. SMITH, J. BROWN, PETERSON, 

ELLISON, JONES, HAYNE, NELSON, HIRSCH, BLAYLOCK, 

THAYER, HAGER, B. BROWN, CBRISTIAENS, MAZUREK, 

HANSON, HARP, HIMSL, E. SMITH, HARPER, THOMAS 

BY REQUEST OF THE DEPARTMENT 

OF LABOR AND INDUSTRY 

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF 

A PERMANENT TOTAL BENEFITS LUMP-SUM WORKERS' COMPENSATION 

PAYMENT ~-~HE-PBRBHASB-PR%eB-BP-AN-ANNSt~¥-~HA~-WBBbB-¥fBbB 

~B-BfWEEHb¥-BBNBPt~S-PA¥ABbB-BVBR-~HB-ES~fMA~BB-BBRA~fBN-BP 

~HB-BBMPENSA~fSN-PBRfBB7 BY DISCOUNTING IT BY 7 PERCENT, 

COMPOUNDED ANNUALLY> PROVIDING A METHOD FOR DETERMINING 

WHETHER A LUMP-SUM PAYMENT WILL BE GRANTED> AMENDING SBB~fSN 

SECTIONS 39-71-741, 39-71-2109, AND 39-71-2207, MCA> AND 

PROVIDING AN APPLICABILITY DATE, RETROACTIVE EFFECT CLAUSE, 

AND AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 39-71-741, MCA, is amended to read: 

"39-71-741. compromise settlements and lump-sum 

payments division approval required. i!l The biweekly 

payments provided for in this chapter may be converted, in 

whole or in part, into a lump-sum payment. Regardless of the 

~~ _.,. ... COWOCil 
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date of the injury or of a prior lump-sum payment, a i~Mp 

~ LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY PAYMENTS 

awarded or paid after (the effective date of this act] !!% 

noe--ezeeed--~he-p~rehase-priee-te-ehe-ina~rer-of-an-annu~ty 

~ha~-would-y~eld-an-amoun~-eguat-~o--the--biwee~tr--benefies 

payabie--o•er--ehe--es~tma~@d--Gura~ien--e£-ehe-eempensa~ion 

period~ MUST EQUAL THE ESTIMATED PRESENT VALUE OF THE TOTAL 

UNPAID PERMANENT TOTAL BIWEEKLY PAYMENTS, ASSUMING INTEREST 

AT 7\ PER YEAR, COMPOUNDED ANNUALLY, UNLESS THE CONVERSION 

IMPROVES THE FINANCIAL CONDITION OF THE WORKER OR HIS 

BENEFICIARY, AS PROVIDED IN SUBSECTION (2)(B). If the 

estimated duration of the comp~nsat.lqn period is the 

remaining life expectancy of the claimant or the claimant's 

beneficiary, the remaining life expectancy must. be 

determined by using the most recent table of life expectancy 

in years as published by the United States national center 

for health statistics. 

131 Stteh ~ conversion can only be made upon the 

written application of the injured worker or the worker's 

beneficiary, with the concurrence of the insurer, and aha%% 

rese approval of the conversion rests in the discretion of 

the division7--bo~h as to ~ the eurefta8e-priee-o£-an 

aftftu~ty-wau%d-be7-the amount of 8~eh the lump-sum paymentz 

and the advisability of s~eh the conversion. IT IS PRESUMED 

THAT BIWEEKLY PAYMENTS ARE IN THE BEST INTERESTS OF THE 

THIRD READING 
-2- SB 281 
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WORKER OR HIS BENEFICIARY, THE' APPROVAL OR AWARD OF A 

LUMP-SUM CONVERSION BY THE DIVISION· OR THE WORKERS' 

COMPENSATION JUDGE MUST BE TRE EXCEP~ION, NOT THE RULE, AND 

MAY B-E GIVEN ONI.Y IF" THE iiORKER OR RIS BENEFICIARY 

DEMONSTRATES THAT HIS ABILITY TO SDSTAIN HIMSELF FINANCIALLY 

IS MORE PROBABLE WITH A· WHOLE OR PARTIAL LUMP-SUM CONVERSION 

THAN WITH THE BIWEEKLY PAYMENTS MID HIS OTHER AVAILABLE 

RESOURCES, THE FOLLOWING PROCEDURE MUST BE USED BY THE: 

DIVISION AND THE WORKERS' COMPENSATION JUDGE IN DETERMINING 

WHETHER A LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY 

PAYMENTS WILL BE APPROVED OR AWARDED: 

(A) THE DIFFERENCE BETWEEN THE PRESENT DISCOUNTED 

VALUE OF A LUMP SUM AND THE FUTURE VALUE OF THE BIWEEKLY 

PAYMENTS CANNOT BE THE ONLY GROUNDS- FOR APPROVING OR 

AWARDING A LUM!i'-SUM CONVERSION.. 

(B) A LUMP-SUM CONVERSION THAT IMPROVES THE FINANCIAL 

CONDITION OF THE WORKER OR HIS BENEFICIAR-Y OVER WHAT" WOULD 

HAVE BEEN REASONABLY EXPECTED HAD THE WORKER NOT BEE:N 

INJURED OR DIED CAN Bl!l APPROVED OR AWARDED ONLY IF THE 

LOMP-SUM CONVERSION IS LIJIITED TO THE P!fi!CHASE PRICE TO THE: 

INSURER OF At!- ANNUlTY 'l'!lil'1' WOULD YIELD AN AMODNT EQUAL TO 

THE BIWEEKLY Bl!liiEFITS PAlCi'.III>E OVER THE E:STIMATED DURATION OF 

THE COMPENSATION PERIOD. THE WORKER OR HIS BENEFICIARY MUST 

DEMONSTRATE THE FINANCIAL CONDITION T~ WOULD HAVE BEEN 

R£ASONABLY EXPECTED'; TAKING INTO CONSIDEllA<riON HIS- AGE, 
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EDUCATION, WORK EXPERIENCE, AND PROBABLE JOB PROMOTIOIIS A)H) 

PA¥ INCREASES. 

(C) IF THE EXISTING DELINQUENT OR OUTSTANDING DEBTS 

AAE USED AS GROUND'S FOR A LUMP-SliM CONVERSION, TH.E W()RK~ OR 

HIS BENEFICIARY MUST DEMONSTRATE THROUGH A DEBT MANAGEMENT 

PLAN THAT A LUMP SUM FOR THAT PURPOSE IS NECESSARY TO 

SUSTAIN HIMSELF FINANCIALLY. 

(D) IF A BUSINESS VENTURE IS USED AS GROUNDS FOR A 

LUMP-SUM CONVERSION, THE WORKER OR HIS BENEFICIARY MUST 

DE!IIONSTRATE THROUGH A BUS-INESS PLAN THAT A L_U)!P SUJil·,roa- THAT 

PURPOSE IS NECESSARY TO SUSTAIN HIMSELF FINANCIALLY. THE 

BUSINESS PLAN MOST AT LEAST SHOW THE FEASIBILITY OF THE 

BUSINESS, GIVEN THE MARKET CONDITIONS IN TftE INTENDEO MAltKET. 

AREA, AND THE CASH THAT WILL BE AVAILABLE TO HIM ON A 

BIWEEKLY BASIS AFTER START-UP COSTS AND OTHER BUSINESS 

EXPENSES ARE CONSIDERED THRODGHOUT THE EXPECTED LIFE· .OF TRJ: 

VEI'l'l'tiRE. 

( 3) IF THE DIVISION 9R-'PHi!-W9RHI!RS"--eSMPBNSMlaNo.ifBB&f! 

FINDS THAT AN APPLICATION FOR LUMP-SUM CONVERSION DOES NOT 

ADEQUATELY DEMONSTRATE THE ABILITY OF THE WORKER OR HIS 

BEN$FICIARY TO SUS'!' AIN HIMSELF FIN.AI!ICIALLY, THE DIVlSION7-eR· 

'PHB-W9RHBRSL-eaMPENSA'Pl9N-iiSB6B--£P--'PHB--BfVTSI9~-HAB--MeP 

AhRBAEI¥--Sa--aRBI!lRBB; MAY ORDER, AT TilE INSURER'S EXP~, 

FINANCIAL,. MEDICAL, VOCA'l'I~ RERrui-ILIT"ATION, EDUCA'I'IQJIIA1,, 

OR O'PHER· EVALUATIVE STUDiElt TO DETgR!('tNE WH!i:THER A LUMl'-SUM 
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CONVERSION IS IN THE BEST INTEREST OF THE WORKER OR HIS 

BENEFICIARY. 

±iii!l The division ~s--n~r~by--ves~ed-w~eh has full 

power, authority, and jurisdiction to allow and approve 

compromises of claims under this chapter. All settlements 

and compromises of compensation provided in this chapter are 

void without the approval of the division. Approval of the 

division must be in writing. The division shall directly 

notify every claimant of any division order approving or 

denying a claimant's settlement or compromise of a claim. 

~ A controversy between a claimant and an insurer 

regarding the conversion ~f biweekly payments into a lump 

sum is considered a dispute for which the workers • 

compensation judge has jurisdiction to make a 

determination ... 

SECTION 2. SECTION 39-71-2109, MCA, IS AMENDED TO 

READ: 

"39-71-2109. When employer may be relieved from 

liability. Any employer bound by compensation plan No. 1 

against whom liability may exist for compensation far 

permanent benefits under thiS chapter may, with the approval 

of the division, be relieved therefrom by: 

(1) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assuming 
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interest at 5% 7\ per annum, compounded annually, with the 

division; or 

(2) p~rehasin~---an--annttity--within--the--!imita~iofts 

proYided-by-±aw-±n-any-insuranee-cempany-granting--ann~iti~s 

and--a~therized--te-transact-bttsiness-in-this-stat~r-sab;eet 

te-th~-a~~roYai-o£-tft~-divis±an depositing with the division 

the sum of the unpaid permanent partial benefits far which 

such liability exists.•• 

SECTION 3. SECTION 39-71-2207, MCA, IS AMENDED TO 

READ: 

•J9-71-2207. How insurer relieved from liability. Any 

compensation plan No. 2 insurer against whom liability may 

exist for compensation for permanent benefits under this 

chapter may, with the approval of the division, be relieved 

the[efrom by: 

(1) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assumin9 

interest at st 7\ per annum compounded annually, with the 

division; or 

(2} p~rehasinq---aft--anft~±ty--wiehi~--the--iimitatiens 

provided-by-%aw-±n-any-ins~ranee-company-~rant±nq--annttieiee 

and--a~tftor±zed--te-eransaee-b~s±nes~-±n-this-sta~er-s~bject 

te-the-app~e•ai-o£-the-divis±on depositing with the division 

the sum of the unpaid permanent partial benefits for which 
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l s11ch liab-ility ex:is-ts." 

2 NEW SECTION. Section 4. Extension of autharity, Any 

3 existing author·i ty of the division of workers' compen-satio-n 

4 to make rules on the· subject of the provisiO<ls of this act 

5 is extended to the provisions of ttlis act. 

6 NEW SECTION.. Section 5. SeveTability. If a part of 

7 this act is invalid, all valid pa-rts that are se.,erab-le- from 

8 the invalid part remain in effect. If a part of this act is 

9 invalid in one or more of its applications, the part r-emains 

10 in effect in all valid applications that are s-everable from 

11 the invalid applications. 

12 NEW SECTION. SECTION 6. APPLICABILITY -- RETROACTIVE 

13 EFFECT. THIS ACT APPLIES RETJiot>;CT'EVEL~, Wl'CI!'UI THE ~ 

l4 OF l-2-109, TO INJURIES INCURRED AND LUMP SUMS AWARDED OR 

15 PAID PRIOR TO TllE EFFECTIVE lil'ATE OF THIS ACT IF A LUMP SUM 

16 IS AWARDED OR PAID FOR THE INJ~'! OR TilE AWARD OR SETTLEM·ENT 

17 IS REOPENED AND MDETERJIIINW AFTER TaE EFFECTIVE DATE OF 

18 THIS ACT. TIU; MERE PASSAGE or THIS ACT IS NOT GlmtiJIDS FUR 

19 REOPENING AN'! CA$. 

20 NEW SECTION-• sectidll. '1-, Ufecti- date. 'l'l>is al;!t is 

21 effective on pae·saqe and !lp!lt0'1a·l-. 

-End--
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SENATE BILL NO. 281 

INTRODUCED BY FULLER, C. SMITH, J. BROWN, PETERSON, 

ELLISON, JONES, HAYNE, NELSON, HIRSCH, BLAYLOCK, 

THAYER, HAGER, B. BROWN, CHRISTIAENS, MAZUREK, 

HANSON, HARP, HIMSL, E. SMITS, HARPER, THOMAS 

BY REQUEST OF THE DEPARTMENT 

OF LABOR AND INDUSTRY 

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AMOUNT OF 

A PERMANENT TOTAL BENEFITS LUMP-SUM WORKERS' COMPENSATION 

PAYMENT T6-THB-PHRBHASB-PHfBB-6P-AN-ANNHfT¥-THA~-W6Hb9-¥fBbB 

~HB-BfWBBHc¥-BBNBPfTS-PA¥ABbB-6VBR-~HE-BS~fMA~BB-BHRATf6N-6P 

~HB-B6MPBNSA~f8N-PERf69; BY DISCOUNTING IT BY 7 PERCENT, 

COMPOUNDED ANNUALLY; PROVIDING A METHOD FOR DETERMINING 

~HETHER A LUMP-SUM PAYMENT WILL BE GRANTED; AMENDING SEB~f6N 

SECTIONS 39-71-741, 39-71-2109, AND 39-71-2207, MCA: AND 

PROVIDING AN APPLICABILITY DATE, RETROACTIVE EFFECT CLAUSE, 

~IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 39-71-741, MCA, is amended to read: 

"39-71-741. Compromise settlements and lump-sum 

payments division approval required. ill The biweekly 

payments provided for in this chapter may be converted, in 

whole or in part, into a lump-sum payment. Regardless of the 

~n• , .. ,. .. V•o CO~OI 
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date of the injury or of a prior lump-sum payment, a %~mp 

~ LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY PAYMENTS 

awarded or paid after [the effective date of this act] ~ 

no~--eweeed--~fte-p~rehase-pr±ee-~e-ehe-±ns~rer-er-an-ann~±tr 

that-wo~id-y±eid-an-amean~-eq~a%-te--the--h±wee~%y--beneiits 

payabte--over--the--estimated--darat±on--of-the-eompensation 

period~ MUST EQUAL THE ESTIMATED PRESENT VALUE OF THE TOTAL 

UNPAID PERMANENT TOTAL BIWEEKLY PAYMENTS, ASSUMING INTEREST 

AT 7\ PER YEAR, COMPOUNDED ANNUALLY, UNLESS THE CONVERSION 

IMPROVES THE FINANCIAL CONDITION OF THE WORKER OR HIS 

BENEFICIARY, AS PROVIDED IN SUBSECTION (2)(8). If the 

estimated duration of the compensation period is the 

remaining life expectancy of the claimant or the claimant's 

beneficiary, the remaining life expectancy must be 

determined by using the most recent table of life expectancy 

in years as published by the United States national center 

for health statistics. 

ill S~ch The conversion can only be made upon the 

written application of the injured worker or the worker's 

beneficiary, with the concurrence of the insurer, and shall 

rest approval of the conversion rests in the discretion of 

the division,--boeh as to wft~t the p~reha~~-pr±ee-o£-an 

4ftft~ier-wo~id-be7-the amount of ~~eh the lump-sum paymentL 

and the advisability of ~~eh the conversion. IT IS PRESUMED 

THAT BIWEEKLY PAYMENTS ARE IN THE BEST INTERESTS OF THE 
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WORKER OR HIS BENEFICIARY, THE APPROVAL OR AWARD OF A 

LUMP-SUM CONVERSION BY THE DIVISION OR THE WORKERS' 

COMPENSATION JUDGE MUST BE THE EXCEPTION, NOT THE RULE, AND 

MAY BE GIVEN ONLY IF THE WORKER OR HIS BENEFICIARY 

DEMONSTRATES THAT HIS ABILITY TO SUSTAIN HIMSELF FINANCIALLY 

IS MORE PROBABLE WITH A WHOLE OR PARTIAL LUMP-SUM CONVERSION 

THAN WITH THE BIWEEKLY PAYMENTS AND HIS OTHER AVAILABLE 

RESOURCES. THE FOLLOWING PROCEDURE MUST BE USED BY THE 

DIVISION AND THE WORKERS' COMPENSATION JUDGE IN DETERMINING 

WHETHER A LUMP-SUM CONVERSION OF PERMANENT TOTAL BIWEEKLY 

PAYMENTS WILL BE APPROVED OR AWARDED: 

(A) THE DIFFERENCE BETWEEN THE PRESENT DISCOUNTED 

VALUE OF A LUMP SUM AND THE FUTURE VALUE OF THE BIWEEKLY 

PAYMENTS CANNOT BE THE ONLY GROUNDS FOR APPROVING OR 

AWARDING A LUMP-SUM CONVERSION. 

(B) A LUMP-SUM CONVERSION THAT IMPROVES THE FINANCIAL 

CONDITION OF THE WORKER OR HIS BENEFICIARY OVER WHAT WOULD 

HAVE BEEN REASONABLY EXPECTED HAD THE WORKER NOT BEEN 

INJURED OR DIED CAN BE APPROVED OR AWARDED ONLY IF THE 

LUMP-SUM CONVERSION IS LIMITED TO THE PURCHASE PRICE TO THE 

INSURER OF AN ANNUITY THAT WOULD YIELD AN AMOUNT EQUAL TO 

THE BIWEEKLY BENEFITS PAYABLE OVER THE ESTIMATED DURATION OF 

THE COMPENSATION PERIOD, THE WORKER OR HIS BENEFICIARY MUST 

DEMONSTRATE THE FINANCIAL CONDITION THAT WOULD HAVE BEEN 

REASONABLY EXPECTED, TAKING INTO CONSIDERATION HIS AGE, 
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EDUCATION, WORK EXPERIENCE, AND PROBABLE JOB PROMOTIONS AND 

PAY INCREASES. 

(C) IF THE EXISTING DELINQUENT OR OUTSTANDING DEBTS 

ARE USED AS GROUNDS FOR A LUMP-SUM CONVERSION, THE WORKER OR 

HIS BENEFICIARY MUST DEMONSTRATE THROUGH A DEBT MANAGEMENT 

PLAN THAT A LUMP SUM FOR THAT PURPOSE IS NECESSARY TO 

SUSTAIN HIMSELF FINANCIALLY, 

(D) IF A BUSINESS VENTURE IS USED AS GROUNDS FOR A 

LUMP-SUM CONVERSION, THE WORKER OR HIS BENEFICIARY MUST 

DEMONSTRATE THROUGH A BUSINESS PLAN THAT A LUMP SUM FOR THAT 

PURPOSE IS NECESSARY TO SUSTAIN HIMSELF FINANCIALLY. THE 

BUSINESS PLAN MUST AT LEAST SHOW THE FEASIBILITY OF THE 

BUSINESS, GIVEN THE MARKET CONDITIONS IN THE INTENDED MARKET 

AREA, AND THE CASH THAT WILL BE AVAILABLE TC HIM ON A 

BIWEEKLY BASIS AFTER START-UP COSTS AND OTHER QUSINESS 

EXPENSES ARE CONSIDERED THROUGHOUT THE EXPECTED LIFE OF THE 

VENTURE. 

(3) IF THE DIVISION 6R-~HB-W6RKBRS~-eaMPHNSATf6N-aH968 

FINDS THAT AN APPLICATION FOR LUMP-SUM CONVERSION DOES NOT 

ADEQUATELY DEMONSTRATE THE ABILITY OF THE WORKER OR HIS 

BENEFICIARY TO SUSTAIN HIMSELF FINANCIALLY, THE DIVISION,-6R 

~H8-N6RKSRS~-eeMPHNSA~f6N-aHB68--fP--~HB--9fVtSf6N--HAS--Ne~ 

AbRSA9¥--Se--eRBHRHB7 MAY ORDER, AT THE INSURER'S EXPENSE, 

FINANCIAL, MEDICAL, VOCATIONAL REHABILITATION, EDUCATIONAL, 

OR OTHER EVALUATIVE STUDIES TO DETERMINE WHETHER A LUMP-SUM 
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CONVERSION IS IN THE BEST INTEREST OF THE WORKER OR HIS 

BENEFICIARY. 

f2ii!1 The division is--h~•@by--Y@St@d-with has full 

power, authority, and jurisdiction to allow and approve 

compromises of claims under this chapter. All settlements 

and compromises of compensation provided in this chapter are 

void without the approval of the division. Approval of the 

division must be in writing. The division shall directly 

notify every claimant of any division order approving or 

denying a claimant's settlement or compromise of a claim. 

i!iiil A controversy between a claimant and an insurer 

regarding the conversion of biweekly payments into a lump 

sum is considered a dispute for which the workers• 

compensation 

determination. •• 

judge has jurisdiction to make a 

SECTION 2. SECTION 39-71-2109, MCA, IS AMENDED TO 

~ 
11 39-71-2109. When employer may be relieved from 

liability. Any employer bound by compensation plan No. 1 

against whom liability may exist for compensation for 

permanent benefits under this chapter may, with the approval 

of the division, be relieved therefrom by: 

{l) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assuming 
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interest at 5% 7% per annum, compounded annually, with the 

division; ~r 

(2) p~rehas±nq---aft--ann~i~y--wi~hin--the--iimitations 

~rovided-by-%aw-in-any-insHraftee-eompany-qran~±nq--annttities 

aftd--attthorized--to-transaet-bHsiness-in-this-state,-sHbjeet 

to-~he-appro~a%-o£-the-divis±on depositing with the division 

the sum of the unpaid permanent partial benefits for which 

such liability exists.'' 

SECTION 3. SECTION 39-71-2207, MCA, IS AMENDED TO 

READ: 

"39-71-2207. How insurer relieved from liability. Any 

compensation plan No. 2 insurer against whom liability may 

exist for compensation for permanent benefits under this 

chapter may, with the approval of the division, be relieved 

the<ef<om by: 

(1) depositing the present value or the estimated 

present value of the total unpaid compensation for which 

such liability exists for permanent total benefits, assuming 

interest at 5' 7% per annum compounded annually, with the 

division; or 

(2) ~~reh~~±ng---en--ann~±ty--w±~hin--~k~--±~mi~a~ions 

pro~±ded-by-iaw-in-any-±ns~r8nce-eomp8nr-9~anting--8~n~~ti~~ 

and--8~ther~e~d--to-t~ane8et-b~~ines3-~ft-eh±~-stat~,-~~o;~ct 

to-th~-apprOY8~-o£-the-di~i~ton depositing with. the division 

the sum of the unpaid permanent partial benefits for which 
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1 such liability exists." 

2 NEW SECTION. section 4. Extension of authority. Any 

3 existing authority of the division of workers• compensation 

4 to make rules on the subject of the provisions of this act 

5 is extended to the provisions of this act. 

6 NEW SECTION. Section 5. Severability. If a part of 

7 this act is invalid, all valid parts that are severable from 

8 the invalid part remain in effect. If a part of this act is 

9 invalid in one or more of its applications, the part remains 

10 in effect in all valid applications that are severable from 

11 the invalid applications. 

12 NEW SECTION. SECTION 6. APPLICABILITY -- RETROACTIVE 

13 EFFECT. THIS ACT APPLIES RETROACTIVELY, WITHIN THE MEANING 

14 OF 1-2-109, TO INJURIES INCURRED AND LUMP SUMS AWARDED OR 

15 PAID PRIOR TO THE EFFECTIVE DATE OF THIS ACT IF A LUMP SUM 

16 IS AWARDED OR PAID FOR THE INJURY OR THE AWARD DR SETTLEMENT 

17 IS REOPENED AND REDETERMINED AFTER THE EFFECTIVE DATE OF 

18 THIS ACT, THE MERE PASSAGE OF THIS ACT IS NOT GROUNDS FOR 

19 REOPENING ANY CASE. 

20 NEW SECTION. Section 7. Effective date. This act is 

21 effective on passage and approval. 

-End-
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