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INTRODUCED BY 7rJ, ./ja.,. ~ £ BILL NO. t " f '< /,,J. . 

' 
A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING LAWS 

REGULATING SELF-FUNDED HEALTH CARE PLANS; AMENDING SECTIONS 

33-1-102 AND 33-2-708, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 21] authorizes the commissioner of insurance to 

make reasonable rules necessary for or as an aid to 

effectuate [sections 1 through 24] without extending, 

modifying, or conflicting with {sections l through 24] and 

their reasonable implications. The legislature intends that 

the rules that the commissioner adopts to implement this 

bill be designed principally to protect Montana insurance 

consumers, while making insurance more available in this 

state. The legislature further intends that the commissioner 

adopt the rules in accordance with 33-1-313, which grants 

the commissioner general rulernaking authority and permits 

the commissioner to: 

(1) make only reasonable rules that do not extend, 

modify, or conflict with any law of this state or with any 

reasonable implication of those laws; and 
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(2) make or amend those rules only after a hearing of 

which notice has been given as required by 33-l-703. 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 24} may be cited as the "Self-Funded Health Care 

Plans Act". 

NEW SECTION. Section 2. Purpose. The purposes of 

{sections 1 through 24] are to: 

(1) recognize and provide reasonable public 

supervision of self-funded plans that provide health care 

service benefits to employees in connection with or as an 

alternative to insurance and other prepayment plans; 

(2) provide standards for financial soundness of 

self-funded plans; and 

(3) protect the interests of employees covered by a 

self-funded plan. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 1 through 24], the following definitions apply: 

(l) "Administrator" means a person, other than the 

trustee, employed by the trustee to administer a self-funded 

plan. 

(2) ''Beneficiary'' means an individual entitled, under 

a self-funded plan, to payment by a trust fund of a part of 

the cost of health care services provided to him. 
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{3) 11 Contribution" means the amount the employer or 

employee pays or will pay into a trust fund. 

(4) "Person" means an individual, corporation, 

association, firm, syndicate, organization, or other entity. 

(5) "Self-funded plan" means a plan: 

(a) under which payment for a disability income 

benefit which is not otherwise provided for under Title 39, 

chapter 71, for medical, surgical, hospital, and other 

services for prevention, diagnosis, or treatment of a 

disease, injury, or bodily condition of an employee, is or 

will be regularly provided for or promised from funds 

created or maintained in whole or in part by contributions 

or payments by the employer or by the employer and the 

employees; and 

(b) that is not otherwise covered by a disability 

insurance policy, a membership contract as defined in 

33-30-101, a health care services agreement as defined in 

33-31-102, or a similar third-party prepayment plan. 

(6) "Trust fund" means a trust fund that is 

established under a self-funded plan for the receipt of 

contributions by an employer and employees and for the 

payment of health care service costs of a beneficiary. 

(7) ''Trustee'' means the trustee, whether a single or 

multiple trustee, of a trust fund. 

NEW SECTION. Section 4. Registration -- exemptions --
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registered plan exempt from insurance code. (1) Except as 

provided in subsection (2), a self-funded plan may not 

operate in this state except while registered with the 

commissioner under [sections 1 through 24). A self-funded 

plan already in operation on [the effective date of this 

act] shall register with the commissioner within 90 days 

after (the effective date of this act]. 

(2) Registration is not required of: 

(a) a self-funded plan established for the sole 

purpose of funding the amount of a deductible clause 

contained in an insurance contract issued by an insurer 

authorized to transact disability insurance in this state 

if: 

(i) the deductible does not exceed an amount 

applicable to each beneficiary of $500 a year: and 

(ii) the total of all obligations to all beneficiaries 

insured under the self-funded plan arising out of the 

application of the deductible does not exceed the aggregate 

amount of $50,000 a year; 

(b) a self-funded plan established and maintained in 

compliance with Title 39, chapter 71: 

(c) a self-funded plan administered by or for the 

federal government or an agency thereof; 

(d) a self-funded plan that is primarily intended to 

provide first-aid care and treatment at a dispensary of an 
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employer for injury or sickness of employees while engaged 

in their employment: 

(e) an employer's self-insured health plan that is 

established and maintained solely for its members and their 

immediate families if it has existed and operated for 15 

years immediately preceding [the effective date of this 

act); or 

{f) a self-insured health plan that is established, 

maintained, and insured jointly by an employer and a labor 

organization if it has existed and operated for 15 years 

immediately preceding [the effective date of this act}. 

(3) A registered self-funded plan may not be 

considered to be engdged in the business of insurance and is 

not subject to the Montana insurance code except as 

expressly provided in [sections 1 through 24]. 

(4) A person may not act as or hold himself out to be 

an insurance agent as to a self-funded plan in this state 

unless licensed under Title 33, chapter 17. 

NEW SECTION. Section 5. Qualifications for 

registration .. (1) A self-funded plan may not be registered 

under the provisions of [sections 1 through 24] unless it: 

(a) requires all contributions to be paid in advance 

and to be deposited in and disbursed from a trust fund 

created and existing under an adequate written, irrevocable 

trust agreement between the employer and the trustee; 
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(b} has or provides for a trustworthy and responsible 

trustee and for competent administration of the trust fund 

and the self-funded plan; 

(c) requires that each employer contribute to the 

trust fund and that employees who contribute to the trust 

fund make the contribution by regular periodic payroll 

deductions, except for contributions made by an employee 

during his absence from employment for a period as the 

self-funded plan may reasonably provide; 

(d) 

behalf 

requires 

of the 

the administrator 

trust fund 

0[ 

to 

the trustee on 

furnish each 

employee-beneficiary of the self-funded plan a written 

statement or schedule that adequately and clearly states: 

(i} each benefit currently allowable under the 

self-funded plan; 

{ii) any applicable restrictions, 

exclusions; and 

limitations, or 

(iii) the procedure for filing a claim for benefits; 

and 

(e) has a trust fund that is actuarially sound. 

{2) For purposes of subsection (l)(e), a trust fund is 

actuarially sound if it has adequate assets and income under 

reasonable estimates to pay all benefits promised to 

beneficiaries by the self-funded plan. In determining 

actuarial soundness, the commissioner shall consider: 
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(a) applicable stop-loss insurance provided to the 

self-funded plan by an insurer authorized to transact 

disability insurance in this state; 

(b) contracts with health service corporations or 

health maintenance organizations authorized to transact 

business in this state that cover certain of the promised 

benefits; 

(c) other applicable insurance guaranties; and 

{d) self-funded plan factors or provisions for the 

prevention or reduction of adverse selection against the 

self-funded plan by those otherwise eligible to become 

beneficiaries. 

NEW SECTION. Section 6. Application for registration. 

(l} Application for registration of a self-funded plan must 

be made to the commissioner on forms he furnishes and 

designs to determine whether the self-funded plan is 

qualified for registration. At least one employer and one 

trustee shall sign and verify the application. If the 

employer or trustee is a corporation, an authorized 

corporate officer shall sign and verify the application. 

(2) The application must be accompanied by: 

(a) a copy of the trust agreement under which the 

trusl fund is to exist and operate; 

(b) a copy of the proposed written statement of 

benefits referred to in [section S(l) (d)]; 
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(c) a financial statement of the trust fund as of a 

date not more than 45 days before the date on which the 

application was filed if it is already in existence and 

operating on [the effective date of this act). The statement 

must be certified by an independent accountant or by an 

accountant whose certification is acceptable to the 

commissioner. 

(d) a written statement of reasonably projected income 

and disbursements of the trust fund for a 12-month period 

commencing within 30 days of the date of application and 

showing the amount reserved as of the end of the period for 

claims incurred but not yet paid or claims incurred but not 

yet reported; 

(e) a copy of any study made of the proposed 

self-funded plan by a consultant for the information or 

guidance of the employer or employees; and 

(f) any other relevant documentation and information 

as the commissioner may reasonably require. 

NEW_~ECTI0!\1__:_ Section 7. Grant or denial of 

registration. The commissioner shall act upon an application 

for registration of a self-funded plan within 180 days after 

its completion. He may make an investigation of the proposal 

as he considers advisable. If the commissioner finds that 

the application is complete and that the self-funded plan 

meets the qualifications staled in (section 5], he shall 
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issue and deliver 

appropriate form 

application to be 

a 

to 

certificate of 

the applicant. 

registration 

If he finds 

unsatisfactory in either respect, 

in 

the 

the 

commissioner shall refuse to register the self-funded plan 

and shall give written notice of the refusal to the 

applicant, stating the reasons for the refusal. 

NEW SECTION. Section 8. T<ust fund 

trust fund of a self-funded plan may: 

powers. 

(l) have and use an appropriate descriptive name; 

(2} sue and be sued in its own name; 

The 

{3) contract in its own name. All written contracts 

must be signed by the trustee of the trust fund. If there is 

more than one trustee, a contract may be executed by one 

trustee if authorized by all trustees. 

(4) borrow money and give security for the loan; and 

(5) engage exclusively in transactions authorized or 

required by [sections 1 through 241 or reasonably incidental 

to authorized transactions. 

NEW SECTION. Section 9. Trust fund liability. ( 1) A 

trust fund must pay all applicable benefits specified in the 

statement or schedule of benefits in effect at the time a 

claim arises. 

(2) (a} Trust funds are fiduciary funds and may not be 

used for an obligation of an employer who participates in 

the self-funded plan and, except as provided in subsection 
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(2)(b), are not subject to garnishment or levy for the 

obligation of a beneficiary. 

(b) If a trustee of a trust fund agrees in writing to 

pay a provider directly for health care services provided to 

a beneficiary, the provider or its assignee may levy against 

the trust fund. 

NEW SECTION. Section 10. Investment of trust fund. 

(1) A trustee may invest reserves and other trust funds 

available for investment only in: 

(a) general obligations of: 

(i} the United States government; 

(ii) a state, district, commonwealth, or territo~y of 

the United States; or 

(iii} a municipality, county, or other political 

subdivision or agency of a state; 

(b) obligations for which the payment of principal and 

interest is guaranteed by a government or governmental 

agency; 

(c) corporate bonds and 

the requirements specified for 

insurers under 33-2-618; 

similar obligations meeting 

investment of funds of 

(d) collateca1 loans for which the payment of 

principal and interest is adequately secured by securities 

in which the trust fund could lawfully invest directly; or 

{e) deposits, savings accounts, and share accounts in 
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established banks and savings and loan associations located 

in the United States. An investment in any one institution 

may not exceed the amount covered by applicable deposit, 

savings, and share account insurance. 

(2) The trustee is expressly prohibited from investing 

trust fund money in: 

(a} a loan to or security of: 

(i) an employer participating in the self-funded plan; 

(ii) an officer, director, subsidiary, or affiliate of 

a participating employer; 

(b) the security of a person in which the trustee, the 

administrator, or a consultant of the self-funded plan has a 

direct or indirect material, pecuniary interest; 

(c) real estate or loans on real estate; 

(d) a personal loan, other than a collateral loan 

referred to in subsection (l)(d) but subject to subsections 

(2)(a) and (2)(b). 

(3) The trustee shall make and hold each investment in 

the name of the trust fund, and the interest and yield on 

the investment must be payable to the account of the trust 

fund. 

(4) An investment may not be made unless authorized in 

writing by the trustee and shown in the records of the trust 

fund. 

(~) A person who authorizes an investment of trust 
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fund money in violation of this section is liable for all 

loss suffered by the trust fund on account of the 

investment, in addition to other penalties for the 

investment. 

(6) An investment made in violation of this section 

may not be considered an asset in a determination of the 

financial condition of the trust fund. 

NEW SECTION. Section 11. Reserves. (l) A self-funded 

plan shall establish and maintain the following reserves: 

{a) a reserve in an amount as certified by a member of 

the American academy of actuaries as being necessary to pay 

claims against the trust fund for benefits, including both 

claims incurred but not yet paid and claims incurred but not 

yet reported~ 

{b) a reserve for unearned contributions as computed 

pro rata on the basis of the unexpired portion of the period 

for ~hich the contribution has been paid, if under the 

self-funded plan periodic contributions of either the 

employer or employees to the trust fund are payable less 

freque11tly than monthly. 

(2) In a determination of the financial condition of 

the trust fund, the claims reserve and reserve for unearned 

contributions shall be considered liabilities. 

NEW SECTION. Section 12. Records and accounts 

annual statement. {1) The trustee of a self-funded plan 

-12-
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shall cause full and accurate records and accounts to be 

entered and maintained covering all financial transactions 

and affairs of the trust fund. 

(2) Within 60 days after the end of the calendar year, 

the trustee shall make an annual statement in writing 

summarizing the financial transactions of the trust fund for 

the calendar year and its financial condition at the end of 

the year in accordance with [sections 1 through 241 and 

generally accepted and applicable accounting principles. 

The annual statement must be in the form and require 

information as prescribed by the commissioner. The 

financial information provided in the annual statement must 

be certified by the accountant who prepared or audited the 

information. The trustee shall promptly deliver a copy of 

the annual statement to each employer participating in the 

self-funded plan and keep a copy of the annual statement on 

file in the business office of the self-funded plan where a 

beneficiary may review it at all reasonable times for a 

period of not less than 3 years. 

NEW SECTION. Section 13. Taxes. Ill Each registered 

self-funded plan and each formerly registered self-funded 

plan, with respect to beneficiaries in this state while so 

registered, shall at the time of filing of its annual 

statement with the commissioner pay to the commissioner a 

tax computed at the rate of 4 cents a month for each 
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beneficiary who is covered by the self-funded plan during 

the calendar year of the annual statement while working or 

residing in this state. 

( 2) The state of Montana preempts the field of 

imposing excise, pr-ivilege, franchise, income, license, and 

similar taxes, licenses, and fees upon self-funded plans and 

on the intangible property of their tr-ust funds. A county, 

city, municipality, district, school district, or other 

political subdivision or agency in this state may not levy 

upon a self-funded plan or trust fund any tax, license, or 

fee additional to those levied by the legislature in 

[sections 1 through 24] and 33-2-708. 

{3) The tax herein levied, together with the fees 

provided for in (sections l through 24) and 33-2-708, are in 

lieu of all income taxes and other excise taxes, licenses, 

and fees payable to the state of Montana. 

(4) The commissioner shall promptly remit all tax 

payments received by him to the state treasurer for credit 

to the general fund of the state. 

NEW SECTION. Section 14. Examination of books, 

records, and accounts. (1) The books, records, accounts, and 

affairs of a self-funded plan are subject to examination by 

the commissioner and by competent examiners he authorizes in 

writing, at times or intervals as the commissioner considers 

advisable. The purpose of the examination is to determine: 
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(a) compliance by the self-funded plan with applicable 

laws; 

(b) the financial condition and actua~ial adequacy of 

the trust fund; 

(c) the treatment accorded beneficiariesi and 

(d) other factors materially related to the management 

and operation of the self-funded plan. 

(2) The trustee shall make the books, records, and 

accounts of the self-funded plan and trust fund available to 

the commissioner or his authorized examiner and shall 

otherwise facilitate the examination. 

(3) The examiner shall conduct the examination 

expeditiously, make a written report of the examination, and 

deliver a copy of his report to the trustee and the 

commissioner. The trustee shall recommend to the 

commissioner any corrections or changes to the report within 

2 weeks after receiving it. After making corrections or 

changes, if any, the commissioner shall file the report in 

his office as a document open to public inspection and 

deliver to the trustee a copy of the report as corrected or 

changed. 

(4) The trust fund shall bear the costs of the 

examination. Upon presentation of a detailed account of 

charges and expenses by the commissioner or pursuant to his 

written authorization, each self-funded plan that is 
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examined must pay actual travel expenses, reasonable living 

expenses, and a per diem compensation to the examiners for 

expenses incurred as a result of the examination. The 

payments shall be at reasonable, customary rates established 

by the commissioner. An account may be presented 

periodically during the course of the examination or upon 

termination of the examination as the commissioner considers 

proper. A person may not pay and an examiner may not accept 

any additional emolument on account of an examination. The 

commissioner shall pay to the state treasurer to the credit 

of the general fund all money received for an examination. 

If a self-funded plan fails to pay the charges and expenses 

of an examination, the charges and expenses must be paid out 

of the funds of the commissioner in the same manner as other 

disbursements of funds. The amount paid must be a first lien 

upon all of the assets and property in this state of the 

self-funded plan and may be recovered by suit by the 

attorney general on behalf of the state of Montana and 

restored to the appropriate fund. 

NEW SECTION. Section 15. Trustees administrators 
--~------

bonding. (1) An individual or a corporation may be a 

trustee of a trust fund. An individual, partnership, or 

corporation may be an administrator of a self-funded plan. 

12) An employer participating in a self-funded plan 

may not be a trustee or administrator. An employee of an 
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employer may be a trustee or administrator of a self-funded 

plan in which his employer participates. 

{3) The trustee shall cause each individual who 

handles receipts and disbursements for the trust fund to be 

bonded at all times under a fidelity bond issued by a surety 

insurer authorized to transact surety insurance in this 

state. The bond must be in favor of the trust fund and for 

an aggregate penalty amount that the commissioner considers 

reasonably advisable in relation to the amount of the funds 

involved, but not less than $25,000. The bond must be 

noncancellable except upon a minimum of 30 days' advance 

notice in writing to the trustee and the commissioner. The 

trust fund must bear the cost of the bond. 

NEW SECTION. Section 16. Prohibited pecuniary 

interests in plan managemente (l) A trustee, administrator, 

or other person having responsibility for the management of 

a self-funded plan or the investment or other handling of a 

trust fund may not: 

(a) receive, directly or indirectly, or have a 

pecuniary interest in a fee, commission, compensation, or 

emolument arising out of a transaction to which the trust 

fund is or will be a party, except for a salary or other 

similar compensation regularly fixed and 

services rendered to the self-funded plan; 

allowed for 

{b) receive compensation as a consultant to the 
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self-funded plan while also: 

(i} acting as a trustee or administrator; or 

(ii) employed by a trustee or administrator; or 

(c) have a direct or indirect material, pecuniary 

interest in a loan or investment of the trust funde 

(2) A consultant to a self-funded plan or trust fund 

may not directly or indirectly receive or have a pecuniary 

interest in a commission or other compensation arising out 

of a contract or transaction bebween the trust fund and an 

insurer, health care service corporation, health maintenance 

organization, or other provider of health care services, 

drugs, or other health care needs and supplies. 

{3) The commissioner may, after notice and hearing, 

require removal of a trustee or prohibit the trustee from 

employing or retaining or continuing to employ or retain a 

person in the administration of the trust fund or 

self-funded plan if he finds that continuation of the 

trustee or the employment or retention involves a conflict 

of interest not in the best interests of the self-funded 

plan or adversely affecting interests of beneficiaries. 

NEW SECTION. Section 17. Political contributions 

prohibited. A trustee may not make or knowingly permit the 

making, directly or indirectly, of a political contribution 

by or from a trust fund-

NEW SECTION. Section 18. Recovery of depleted funds. 
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If, after notice and hearing, the commissioner finds that a 

trust fund has been depleted by reason of ~ wrongful or 

negligent act or omission of a trustee or any other person, 

he shall transmit a copy of his findings to the attorney 

general or the proper prosecuting attorney, who, for the 

recovery of the amount of the depletion and for the benefit 

of the trust fund, may: 

(1) bring an action in the name of the people of this 

state; or 

(2) intervene in an action brought by or on behalf of 

an employer or beneficiary. 

NEW SECTION. Section 19. Termination of registration .. 

(1) The commissioner shall terminate the registration of a 

self-funded plan: 

{a) upon written request of the trustee; or 

(b) if he finds, after an examination, that the trust 

fund is insolvent. 

(2} The commis~ioner may terminate the r~gistration of 

a self-funded plan: 

(a) for violation of [sections 1 through 24]; 

(b) for failure of the trustee to file the annual 

statement with the commissioner as required by [section 12] 

and pay the tax at_ the same time as required by [section 

13 I; or 

(c) if he finds, after dn exami11ation of the trust 
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fund and the self-funded plan, that: 

(i) the self-funded plan no longer meets the 

qualifications required by (section 5} and that the 

deficiency will not be remedied within a reasonable time; 

(ii) as a matter of frequent practice, the benefits 

promised by the self-funded plan are not being fairly and 

promptly paid; 

(iii) the cost of administering the self-funded plan is 

excessive in relation to the character and volume of service 

being rendered in the administration; or 

(iv) the trust fund has been subject to fraudulent or 

dishonest practices on the part of the trustee, the 

administrator, the consultant, a participating employer, or 

a beneficiary. 

(3) The commissioner shall terminate the registration 

of a self-funded plan by his written order given to the 

trustee of record and to each employer of record 

participating in the self-funded plan. The order must state 

the grounds upon which it is made and its effective date. 

The ord~r is subject to judicial review as provided in 

33-1-711. 

NEW SECTION. Section 20. Liquidation of trust fund. 

(1) When the administration of a trust fund terminates, the 

trustee shall liquidate the self-funded plan. 

(2) The trustee shall liquidate the self-funded plan 
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under a written plan of liquidation filed with the 

commissioner, found by the commissioner to be fair and 

equitable to all persons having a pecuniary interest in the 

trust fund, and approved by him. The trustee shall dispose 

of any balance remaining after payment of or adequate 

provision for all claims and charges against the trust fund 

in the manner provided for in the plan of liquidation. 

Unless the plan of liquidation provides that a financially 

responsible person assumes liability for all unpaid claims 

and obligations of the trust fund, the existence of surplus 

funds for the liquidation may not be determined until 2 

years after the registration terminates. 

(3) After the commissioner approves the plan of 

liquidation of an insolvent trust fund, the plan is binding 

upon all persons who have a pecuniary interest in the trust 

fund. Pending the effectuation of the plan of liquidation of 

an insolvent trust fund, the commissioner may impose 

prohibitions or restrictions upon disbursements or use of 

trust fund money that he considers advisable for the 

protection of all interested persons. 

(4) The commissioner shall liquidate the trust fund 

under the applicable provisions of Title 33, chapter 2, part 

13. The trust fund is considered to be an insolvent domestic 

insurer if: 

(a) the trust fund is insolvent and the trustee does 
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not file, within 60 days after the scl(-funded plan 

terminates, a written plan of liquidation of the trust fund 

that is satisfactory to the commissioner as being fair and 

equitable~ or 

{b) it is a solvent trust fund but it is not being 

liquidated according to the plan of liquidation that the 

commissioner has approved. 

NEW SECTION. Section 21. Rules. 

make reasonable rules necessary to 

effectuate [sections l through 24). 

The commissioner may 

or as an aid to 

NEW SECTION. Section 22. Other provisions applicable. 

The following chapters, parts, and provisions of this title 

apply to a self-funded plan to the extent applicable and not 

in conflict with [sections 1 through 24]: 33-2-708, 

33-2-818, and Title 33, chapters 1, 15, 17 through 19, and 

22. Far purposes of 33-2-708, 33-2-818, and Title 33, 

chapters 1, 15, 17 through 19, and 22, a self-funded plan is 

considered to be an insurer. 

NEW SECTION. Section 23. Penalties. (l) A person who 

willfully violates or causes or induce!; a violation of 

[sections 1 through 24] or a rule implpmenting a provision 

of [sections l through 24] is subject to a penalty as 

provided in subsection (4}. 

(2} A person who makes a f •• 1 se statement or 

representation uf a material fact, knowi rr•J it to be false, 
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or who knowingly fails to disclose a material fact in an 

application, examination, or statement required under 

(sections 1 through 24] or a rule implementing {sections 1 

through 24] is subject to a penalty as provided in 

subsection (4). 

(3) A person who makes a false entry in a book, 

record, statement, or report required under [sections 1 

through 24] with the intent to injure or defraud the trust 

fund or a beneficiary thereunder or to deceive a person 

authorized or entitled to examine the affairs of the 

self-funded plan is subject to penalty as provided in 

subsection (4). 

(4} An offender, upon conviction for each violation, 

act, or omission referred to in this section, unless a 

greater penalty is provided for the violation under any 

other applicable law, shall be fined not more than $1,000 or 

be imprisoned for a term not to exceed 1 year, or both. 

NEW SECTION. Section 24. Coverage from 1110111ent of 

birth complications of pregnancy. (1) Every self-funded 

plan issued or amended on or after (the effective date of 

this act] must contain a provision granting immediate 

accident and sickness coverage, from and after the moment of 

birth, to each newborn infant of an insured. A self-funded 

plan may not be issued or amended in this state if it 

contains a disclaimer, waiver, or other limitation of 
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coverage relative to the coverage or insurability of a 

newborn infant of an insured from and after the moment of 

birth. 

(2) A self-funded plan that 

benefits continuously from conception 

provides maternity 

may not be issued, 

amended, delivered, or renewed in this state if it contains 

an exclusion, reduction, or other limitation as to coverage, 

deductibles, or coinsurance provisions as to involuntary 

complications of pregnancy unless the provisions apply 

generally to all benefits paid under the self-funded plan. 

If a fixed amount is specified in a self-funded plan for 

surgery, the fixed amount for surgical procedures 

an involuntary complication of pregnancy 

involving 

must be 

commensurate with other fixed amounts payable for procedures 

of comparable difficulty and severity. If a fixed amount is 

payable for maternity benefits, an involuntary complication 

of pregnancy is considered to be an illness and entitled to 

benefits otherwise provided by the self-funded plan. If the 

self-funded plan contains a maternity deductible, the 

maternity deductible applies only to expenses resulting from 

normal delivery and cesarean section deliveryi however, 

expenses for cesarean section delivery in excess of the 

deductible must be treated as expenses for any other illness 

under the self-funded plan. For purposes of this subsection, 

"involuntary complication of pregnancy 11 includes but is not 
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limited to puerperal infection, eclampsia, cesarean section 

delivery, ectopic pregnancy, and toxemia. 

(3) Subsection (2) applies to each self-funded plan in 

this state except a self-funded plan made subject to an 

applicable collective bargaining agreement in effect before 

January 1, 1990. 

(4) Each self-funded plan that provides maternity 

benefits continuously from conception and that is issued, 

amended, delivered, or renewed in this state on or after 

January 1, 1990, is construed to comply with this section. A 

provision in a self-funded plan that conflicts with this 

section has no force or effect. 

Section 25. Section 33-1-102, MCA, is amended to read: 

•JJ-1-102. Compliance required -- exceptions -- health 

service corporations -- health maintenance organizations -­

governmental insurance programs. (1) No person shall 

transact a business of insurance in Montana or relative to a 

subject resident, located, or to be performed in Montana 

without complying with the applicable provisions of this 

code. 

(2) No provision of this code shall apply with respect 

to: 

(a) domestic farm mutual insurers as identified in 

chapter 4, except as stated in chapter 4; 

{b) domestic benevolent associations as identified in 
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chapter 6, except as stated in chapter h; and 

(C) fraternal benefit societie~•. except as stated in 

chapter 7. 

as 

(3} This code applies to health 

prescribed in 33-30-102. The 

~ervice corporations 

existence of such 

corporations is governed by Title 35, chapter 2, and related 

sections of the Montana Code Annotated. 

(4) This code does not apply 

organizations to the extent 

to 

that 

health maintenance 

the existence and 

operations of such organizations are authorized by chapter 

31. 

(5) This code does not apply to workers' compensation 

insurance programs provided foe in Title 39, chapter 71, 

parts 21 and 23, and related sections. 

(6) This code does not apply to the state employee 

group insurance program established in Title 2, chapter 18, 

part B. 

(7) This code does not apply to insurance funded 

through the state self-insurance CP!>erve fund provided for 

in 2-9-202. 

(8) te:t This Except as ___ prov_i,l•·rl_ in [sections 1 through 

24), this code does not apply to~ 

~ any arrangement, plan, 

between political subdivisions of 

political subdivisions undertakP 
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indemnify one another by way of a pooling, joint retention, 

deductible, or self-insurance plan~; or 

(b) Th±~-eede-dee~-~o~-apply-~o-any-arran9~men~7-p%~"' 

or--~nter±oea±--a9reement--between-pol~~ieal-~~bdivisions-of 

th~e-atate-or any arrangement, plan, or program of a single 

political subdivision of this state whereby the political 

subdivision provides to its officers, elected officials, or 

employees disability insurance or life insurance through a 

self-funded program." 

Section 26. Section 33-2-708, MCA, is amended to read: 

"33-2-708. Fees and licenses. (1) The commissioner 

shall collect in advance and the persons so served shall so 

pay to the commissioner the following fees and licenses: 

(a) certificates of authority: 

(i) for filing applications for original certificates 

of authority, articles of incorporation (except original 

articles of incorporation of domestic insurers as provided 

in subsection (b) below) and other charter documents, 

bylaws, financial statement, examination report, power of 

attorney to the commissioner, and all other documents and 

filings required in connection with such application and for 

issuance of an original certificate of authority, if issued: 

(A} domestic insurers .........•••.••.•.••••• $ 300.00 

(B) foreign insurers ..••...•.•.•.....•••.•.•• 300.00 

{ii) annual continuation of certificate of authority 
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(iii) reinstatement of certificate of authority 

(iv) amendment of certificate of authority .... 

(b) articles of incorporation: 

300.00 

25.00 

50.00 

(i) filing original articles of incorporation of 

domestic insurer, exclusive of fees required to be paid by 

the corporation to the secretary of state ....•.•••• 20.00 

(ii} filing amendment of articles of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the secretary of state by a domestic corporation 

25.00 

(c) filing bylaws or amendment thereto where required 

10.00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

(e) 

( i ) 

resident agent's license: 

application for original 

25.00 

license, including 

issuance of license, if issued {life and/or disability) 

(ii) application 

issuance of license, 

disability) 

if 

for original 

issued (other 

15.00 

license, including 

than life andjor 

(iii} appointment of agent, each insurer ...•.. 

15.00 

10.00 
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( iv) annual renewal, each insurer ••••.....•••• 10.00 

(v) temporary license ..•••.•••.... .. .••.•••.• 10.00 

(vi) amendment of license (excluding additions thereto) 

or reissuance of master license.................... 10.00 

(f) nonresident agent's license: 

( i) application for original license, including 

issuance of license, if issued (life and/or disability) •••. 

100.00 

(ii) application for 

issuance of license, if 

original license, including 

issued (other than life and/or 

disability) ....................•.••.•.........•..•. 100.00 

(iii) appointment of agent, each insurer ....•• 10.00 

(iv) annual renewal, each insurer ..•••..•••.•• 10.00 

(v} amendment of license {excluding additions thereto) 

or reissuance of master license 10.00 

(g) solicitor's license: 

(i} application for original license, including 

issuance of license, if issued •.••.•........•.•.•• 

(ii) annual renewal of license .•...••.•.•.... 

(iii) appointment of solicitor .••........•..•. 

15.00 

15.00 

10.00 

(h) examination for license as agent or solicitor, 

each ex ami nat ion •.....••...•..•.•......•.•......... 15.00 

(i} surplus lines agent license: 

(i) application for original license and for issuance 

of license, if issued ....••......•.......•.....•... 50.00 
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(ii) annual renewal of license ••.........••... 

{j) adjuster's license: 

50.00 

(i} application for original license and for issuance 

of license, if issued .••.••.•••••.•••.............. 

( ii) annual renewal of license ....•.•••..•..•. 

15.00 

15.00 

(k) insurance vending machine license, each machine, 

each year 10.00 

(1) commissioner's certificate under seal (except when 

on certificates of authority or licenses) ....••..• 10.00 

{m) copies of documents on file in the commissioner's 

office, per page . . . . . . . . . . . . . . . • . ••• •• . •• . . . . . • • . . . .SO 

(n) policy forms: 

(i) filing each policy form.................. 25.00 

(ii) filing each application, rider, endorsement, 

amendment, insert page, schedule of rates, and clarification 

of risks .....................•.......•.•...•..••..• 10.00 

(iii) maximum charge if policy and all forms submitted 

at one time or resubmitted for approval within 180 days .... 

100.00 

(o) self-funded plans: 

{i) filing applit::iition for registrat_ion . . . . . . 25_!._~_Q_ 

(ii) filing annual statement _of trust fund . . . . 25.00 

(2) The commissioner shall promptly deposit with the 

state treasurer to the credit of the general fund of this 

state all fines and penalties, those amounts received 
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1 

2 

3 

pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees 

and examination and miscellaneous charges received pursuant 

to Title 33, chapter 11, part 1, that are collected by him 

4 pursuant to Title 33 and the rules adopted thereunder. 

5 ( 3) All fees are considered fully earned when 

6 received. In the event of overpayment, only those amounts in 

7 excess of $10 will be refunded. 

8 {4) All fees and examination and miscellaneous 

9 charges, except fines or penalties or those amounts received 

10 pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by 

11 the commissioner pursuant to Title 33 and the rules adopted 

12 thereunder must be deposited in the insurance regulatory 

13 trust account pursuant to 17-2-121 through 17-2-123." 

l4 NEW SECTION. Section 27. Extension of authority. Any 

15 existing authority to make rules on the subject of the 

16 provisions of (this act] is extended to the provisions of 

17 [this act}. 

18 NEW SECTION. Section 28. Codification instruction. 

19 (Sections 1 through 24) are intended to be codified as an 

20 integral part of Title 33 and the provisions of Title 33 

21 apply to (sections 1 through 24]. 

22 NEW SECTION. Section 29. Applicability. (Sections 1 

23 through 241 apply to each self-funded plan and trust fund 

24 operating in this state on (the effective date of this act]. 

25 NEW SECTION. Section 30. Effective date. (This act} 

-31-
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STATE OF ~fONTANA - FISCAL NOTE 
Form BD-15 

In compliance w.ith a written request, ·there is hereby submitted a Fiscal Note for HB669, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act adopting laws regulating self-funded health care plans; amending Sections 33-1-102 and 33-2-708, MCA; and 
providing an immediate effective date and an applicability date. 
ASSUMPTIONS: 
1. The state employee group insurance program is exempt per 33-1-102(6), MCA. 
C0mmissioner of Higher Education 
2. University self-funded plan is not exempt. 
3. 11,000 beneficiaries. 
4. The registration and annual filing fees apply . 
.">. The Conunissioner of Insurance honors the "Single Audit Act" and accepts the Legislative Auditor's findings 

for CHE audits. 
6. 

State 
7. 
8. 

9. 
10. 

11. 

12. 

Legislative Auditor will not increase the audit costs, but merely send copies of CHE's audit to State 
Auditor's Office. 

Auditor's Office 
Provisions of this bill require rulemaking. 
Rev1ew six applications in the first year - each application would require six hours at a grade 13 to 
complete. 
Review two applications in subsequent years. 
Annual statement revie\" three hours per statement, six statements in t.he first year, eight statements in the 
second year. 
Four cents per month per beneficiary - it is impossible to determine the number of beneficiaries. For the 
purposes of this fiscal note, assume 12,000 beneficiaries. 
There is a $25 per application fee and a $25 per annual statement filing fee. 

94. ~'-' 
GET DIRECTOR PRIMARY SPONSOR 

D PROGRAM PLANNING 
Fiscal Note for HB669, as introduced 

liB U9 



Fiscal Note Request, HB669 as introduced 
Form BD-15 
Page 2 

FISCAL IMPACT: FY90 FY91 
Commissioner of Current Proposed Current Proposed 
Higher Education Law Law Difference Law Law Difference 
Expenditures: 

Benefits and Claims $ -0- $ 5, 330 $ 5,330 $ -0- $ 5,330 $ 5,330 
Funding: Self-Fund Insurance 
State Auditor's Office 
Revenue: 
Insurance Regulatory 

Account-Fees $ -0- $ 150 $ 150 $ -0- $ 200 $ 200 
General Fund-Taxes -r)- 5, 760 5,760 -0- 5,760 5,760 
Ex.eenditures: 

Personal Services -0- 700 700 -0- 275 275 
Operating Expenses -0- 350 350 -0- -0- -0-

TOTAL $ -0- $ 1,050 $ 1,050 $ -0- $ 275 $ 275 
Net Effect: $ -0· ($ 900) ($ 900) $ -0- ($ 75) ($ 75) 
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APPROVED BY COMM. ON BUSINESS 
AND ECDNDMEC DEVELOPI£NT 

HOUSE BILL NO. 669 

INTRODUCED BY HANSON, WEEDING 

A BILL FOR AN ACT ENTITLED: 11 AN ACT ADOPTING LAWS 

REGULATING SELF-FUNDED HEALTH CARE PLANS: AMENDING SECTIONS 

33-1-102 AND 33-2-708, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 211 authorizes the commissioner of insurance to 

make reasonable rules necessary for or as an aid to 

effectuate [sections 1 through ~4 26] without extending, 

modifying, or conflicting with [sections 1 through ~4 26) 

and their reasonable implications. The legislature intends 

that the rules that the commissioner adopts to implement 

this bill be designed principally to protect Montana 

insurance consumers, while making insurance more available 

in this state. The legislature further intends that the 

commissioner adopt the rules in accordance with 33-1-313, 

which grants the commissioner general rulemaking authority 

and permits the commissioner to: 

(1) make only reasonable rules that do not extend, 

modify, or conflict with any law of this state or with any 

reasonable implication of those laws; and 
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(2) make or amend those rules only after a hearing of 

which notice has been given as required by 33-1-703. 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through %4 ~] may be cited as the "Self-Funded Health Care 

Plans Act". 

NEW SECTION. Section 2. Purpose. The purposes of 

(sections l through ~4 26] are to: 

{1) recognize and provide reasonable public 

supervision of self-funded plans that p~ovide health care 

service benefits to employees in connection with or as an 

alternative to insurance and other prepayment plans; 

(2) provide standards for financial soundness of 

self-funded plans: and 

(3) protect the interests of employees covered by a 

self-funded plan. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 1 through i4 ~], the following definitions apply: 

(l) ''Administrator'' means a person, other than the 

trustee, employed by the trustee to administer a self-funded 

plan. 

(2) ''Beneficiary" means an individual entitled, under 

a self-funded plan, to payment by a trust fund of a part of 

the cost of health care services provided to him. 

-2- HB 66!J 
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(3) "Contribution .. means the amount the employer or 

employee pays or will pay into a trust fund. 

(4) "Person" means an individual, corporation, 

association, firm, syndicate, organization, or other entity. 

(5) "Self-funded plan'' means a plan: 

(a) under which payment for a disability income 

benefit which is not otherwise provided for under Title 39, 

chapter 71, for medical, surgical, hospital, and other 

services for prevention, diagnosis, or treatment of a 

disease, injury, or bodily condition of an employee, is or 

will be regularly provided for or promised from funds 

created or maintained in whole or in part by contributions 

or payments by the employer or by the employer and the 

employees; and 

(b) that is not otherwise covered by a disability 

insurance policy, a membership contract as defined in 

33-30-101, a health care services agreement as defined in 

33-31-102, or a similar third-party prepayment plan. 

·(6) ''Trust fund" means a trust fund that is 

established under a self-funded plan for the receipt of 

contributions by an employer and employees and for the 

payment of health care service costs of a beneficiary. 

(7) ''Trustee" means the trustee, whether a single or 

multiple trustee, of a trust fund. 

NEW SECTION. Section 4. Registration -- exemptions --

-3- BD 669 
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registered plan exempt from insurance code. (1) Except as 

provided in subsection (2), a self-funded plan may not 

operate in this state except while registered with the 

commissioner under [sections l through r• 26]. A self-funded 

plan already in operation on [the effective date of this 

act] shall register with the commissioner within 90 days 

after {the effective date of this act]. 

(2) Registration is not required of: 

(a) a self-funded plan established for the sole 

purpose of funding the amount of a deductible clause 

contained in an insurance contract issued by an insurer 

authorized to transact disability insurance in this stdte 

if: 

(i) the deductible does not exceed an amount 

applicable to each beneficiary of $500 a year; and 

(ii) the total of all obligations to all beneficiaries 

insured under the self-funded plan arising out of the 

application of the deductible does not exceed the aggregate 

amount of $50,000 a year; 

(b) d self-funded plan est~blish~J and maintained 1n 

compliance with Title 39, chapter 71; 

(c) a self-funded plan administered by or for the 

federal government or an agency thereof; 

(d) a self-fu11ded plan that is primarily intended to 

provide first-aid care artd treatmerlt at a disper1sary of an 

-4- HB 669 
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employer for injury or sickness of employees while engaged 

in their employment; 

(e) an employer's self-insured health plan that is 

established and maintained solely for its members and their 

immediate families if it has existed and operated for 15 

years immediately preceding [the effective date of this 

act]; or 

(f) a self-insured health plan that is established, 

maintained, and insured jointly by an employer and a labor 

organization if it has existed and operated for 15 years 

immediately preceding [the effective date of this act]; OR 

(G) A SELF-REGULATED HEALTH PLAN THAT IS ESTABLISHED, 

MAINTAINED, AND ADMINISTERED BY THE BOARD OF REGENTS. 

(3) A registered self-funded plan may not be 

considered to be engaged in the business of insurance and is 

not subject to the Montana insurance code except as 

expressly provided in [sections 1 through %4 26]. 

{4) A person may not act as or hold himself out to be 

an insurance agent as to a self-funded plan in this state 

unless licensed under Title 33, chapter 17. 

NEW SECTION. Section 5. Qualifications for 

registration. (l) A self-funded plan may not be registered 

under the provisions of [sections 1 through i4 ~] unless 

it: 

(a) requires all contributions to be paid in advance 
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and to be deposited in and disbursed from a trust fund 

created and existing under an adequate written, irrevocable 

trust agreement between the employe .. tnd the trustee; 

(b) has or provides for a trustworthy and responsible 

trustee and for competent administration of the trust fund 

and the self-funded plan; 

(c) requires that each employer contribute to the 

trust fund and that employees who contribute 

fund make the contribution by regular 

deductions, except Ear contributions made 

during his absence from employment for 

self-funded plan may reasonably provide; 

(d) requires the administrator or 

behalf of the trust fund to 

to the trust 

periodic payroll 

by an employee 

a period a~ the 

the trustee on 

furnish each 

employee-beneficiary of the self-funded plan a written 

statement or schedule that adequately and clearly states: 

(i) each benefit currently allowable under the 

self-funded plan; 

(ii) any applicable restrictions, 

exclusions; and 

limitations, or 

(iii) the procedure for filing a claim for benefits; 

and 

(e) has a trust fund that is actuarially sound. 

(2} For purposes of subsection (l}(e), a trust fund is 

actuarially sound if it has adequate assets and income under 
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reasonable estimates to pay all benefits promised to 

beneficiaries by the self-funded plan. In determining 

actuarial soundness, the commissioner shall consider: 

(a) applicable stop-loss insurance provided to the 

self-funded plan by an insurer authorized to transact 

disability insurance in this state; 

(b) contracts with health service corporations or 

health maintenance organizations authorized to transact 

business in this state that cover certain of the promised 

benefits; 

(c) other applicable insurance guaranties; and 

{d) self-funded plan factors or provisions for the 

prevention or reduction of adverse selection against the 

self-funded plan by those otherwise eligible to become 

beneficiaries. 

NEW SECTION. Section 6. Application for registration. 

(1) Application for registration of a self-funded plan must 

be made to the commiss1oner on forms he furnishes and 

designs to determine whether the self-funded plan is 

qualified for registration. At least one employer and one 

trustee shall sign and verify the application. If the 

employer or truslee is a corporation, an authorized 

corporate officer shall sign and verify the application. 

{2) The application must be accompanied by: 

{a) a copy of the trust agreement under which the 
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l trust fund is to exist and operate; 

2 {b) a copy of the proposed written statement of 

3 benefits referred to in [section 5(l)(d)]; 

4 (c) a financial statement of the trust fund as of a 

5 date not more than 45 days before the date on which the 

6 application was filed if it is already in existence and 

7 operating on [the effective date of this act]. The statement 

8 must be certified by an independent accountant or by an 

9 accountant whose certification is acceptable to the 

10 commissioner. 

ll (d) a written statement of reasonably projected income 

12 and disbursements of the trust fund for a 12-monttl ~~riod 

l3 commencing within -38 45 days of the date of application and 

14 showing the amount reserved as of the end of the period for 

15 claims incurred but not yet paid or claims incurred but not 

16 yet reported; 

17 (e) a copy of any study made of the proposed 

18 self-funded plan by a consultant for the information or 

19 guidance of the employer or employees; and 

20 (f) any other relevant docllffiPrita.tion and information 

21 as the commissioner may redsonably require. 

22 NEW SECTION. Section 7. Grant or denial of 
-~---~-

23 registration. The commissioner shall art upon an application 

24 for registration of a self-funded plan within t86 ~Q_ days 

25 after it~--e~mpl~ti~n THE SUBMlSS.ON Ot' THE CO,.PLETEU 
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APPLICATION. He may make an investigation of the proposal as 

he considers advisable. If the commissioner finds that the 

application is complete and that the self-funded plan meets 

the qualifications stated in [section 5], he shall issue and 

deliver a certificate of registration in appropriate form to 

the applicant. If he finds the application to be 

unsatisfactory in either respect, the commissioner shall 

refuse to register the self-funded plan and shall give 

written notice of the refusal to the applicant, stating the 

reasons for the refusal. 

NEW SECTION. Section 8. Trust fund 

trust fund of a self-funded plan may: 

powers. The 

(1) have and use an appropriate descriptive name; 

(2) sue and be sued in its own name; 

(3) contract in its own name. All written contracts 

must be signed by the trustee of the trust fund. If there is 

more than one trustee, a contract may be executed by one 

trustee if authorized by all trustees. 

(4) borrow money and give security for the loan; and 

(5) engage exclusively in transactions authorized or 

required by [sections l through %4 ~) or reasonably 

incidental to authorized transactions. 

NEW SECTION. Section 9. Tcust fund liability. (l) A 

trust fund must pay all applicable benefits specified in the 

statement or schedule of benefits in effect at the time a 
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claim arises. 

( 2) (a) Trust funds are fiduciary funds and may not be 

used for an obligation of an employer who participates 1n 

the self-funded plan and, except as provided in subsection 

(2)(b), are not subject to garnishment or levy for the 

obligation of a beneficiary. 

(b) If a trustee of a trust fund agrees in writing to 

pay a provider directly for health care services provided to 

a beneficiary, the provider or its assignee may levy against 

the trust fund. 

NEW SECTION. Section 10. Investment of trust fund. 

(l) A trustee may invest reserves and other 

available for investment only in: 

(a) general obligations of: 

( i l the United States government; 

tru::::.t tunds 

(ii} a state, district, commonwealth, or territory of 

the United States; or 

(iii) a municipality, county, or 

subdivision or agency of a state; 

other political 

(b} obligations for which the pdyment of principal and 

interest is guaranteed by a government or governmental 

agency; 

(C) corporate bonds and similar obligations meeting 

the requirements specified for 1nvestment of fur1ds of 

insurers under 33-2-818; 
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(d) collateral loans for which the payment of 

principal and interest is adequately secured by securities 

in which the trust fund could lawfully invest directly; or 

(e) deposits, savings accounts, and share accounts in 

established banks and savings and loan associations located 

in the United States. An investment in any one institution 

may not exceed the amount covered by applicable dtp0sit, 

savings, and share account insurance. 

(2) The trustee is expressly prohibited from investing 

trust fund money in: 

(a} a loan to or security of: 

(i) an employer participating in the self-funded plan; 

(ii) an officer, director, subsidiary, or affiliate of 

a participating employer; 

(b) the security of a person in which the trustee, the 

administrator, or a consultant of the self-funded plan has a 

direct or indirect material, pecuniary interest; 

(C) real estate or loans on real estate; 

(d) a personal loan, other than a collateral loan 

referred ~o in subsection {l)(d) but subject to subsections 

(2)(a) and (2)(b). 

(3) The trustee shall make and hold each investment in 

the name of the trust fund, and the interest and yield on 

the investment must be payable to the account of the trust 

fund. 
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(4) An investment may not be made unless authorized in 

writing by the trustee and shown in the records of the trust 

fund. 

(5) A person who authorizes an investmen~ of trust 

fund money in violation of this section is liable for all 

loss suffered by the trust fund on account of the 

investment, in addition to other penalties for the 

investment. 

(6} An investment made in violation of this sect1011 

may not be considered an asset in a determindtion of tt1e 

financial condition of the trust fund. 

I!_E~2§CTION. Section 11. Reserves. ( 1) A self- r ""Jed 

plan shall establish and maintain the following reserv~~= 

(a) a reserve in an amount as certified ANNUALLY AFTER 

THE FIRST YEAR by a member of the American academy of 

actuaries as being necessary to pay claims against the trust 

fund for benefits, including both claims incurred but not 

yet paid and claims incurred but not yet reported; 

(b) a reserve for unearned contributic1:s as com~uteJ 

pro rata on the basis of the unexpired portior1 ~f the pert0J 

for which the contribution has been paid, 1f under the 

self-funded plan periodic contributions 0~ either the 

employer or employees to the trust fund are payable less 

frequently than monthly. 

( 2) In a determination of the finar1cid1 condition ot 
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the trust fund, the claims reserve and reserve for unearned 

contributions shall be considered liabilities. 

NEW SECTION. 

annual statement. 

Section 12. Records 

(1) The trustee of a 

and accounts 

self-funded plan 

shall cause full and accurate records and accounts to be 

entered and maintained covering all financial transactions 

and affairs of the trust fund. 

(2) Within 60 days after the end of the eal~ndar 

FISCAL year, the trustee shall ma~e an annual statement in 

writing 

fund for 

summarizing the financial transactions of the trust 

the eeYe~Oar FISCAL year and its financial 

condition at the end of the year in accordance with 

[sections 1 through ~4 ~] and generally accepted and 

applicable accounting principles. The annual statement must 

be in the form and require information as prescribed by the 

commissioner. The financial information provided in the 

annual statement must be 

prepared or audited the 

promptly deliver a copy 

certified by the accountant who 

information. The trustee shall 

of the annual statement to each 

employer participating in the self-funded plan and keep a 

copy of the annual statement on file in the busines~ office 

of the self-funded plan where a beneficiary may review it dt 

all reasonable times for a period of not less than 3 years. 

NEW SECTION. Section 13. 'I'ttJ<e,- FEES. tl-t---E~teh 

~eg±~te~ed-seif-£tlnded-pla~--a~d--eaen--£orme~ty--reg±stererl 
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~e~£-ftlnd~d--planT--w±tn--re~peet--to--benefieiarie~-in-th±~ 

~tate-wh±i~-~o-re9i~tered;-~hBt~-at-the-time--of--£i±±n~--of 

±t~--anntlal--~tateme~t--w±~h--tke--eommi~~ione~--pay--to-the 

eomm~ssioner-a-tax-eomptlted-at-tne-~ate-eE-4-eent~--a--month 

fo~--eaeh-bene£±e±a~y-whe-±~-eevered-by-the-~ei£-E~nd~d-plan 

d~~in9-the-ea~enda~--yea~--oE--the--ann~a~--~tatement--while 

wor~ing-o~-~e~±din~-±n-th±s-stateo 

ti!tl!l The state of Montana preempts the field of 

imposing excise, privilege, franchise, income, license, and 

similar taxes, licenses, and fees upon self-funded plans and 

on the intangible property of their trust funds. A county, 

city, municipality, district, school district, vr l~t ner 

political subdivision or agency in this state may not levy 

upon a self-funded plan or trust fund any tax, license, or 

fee additional to those lev1ed by the legislature 1n 

[sections l through ~4 ~] and 33-2-708. 

t 3t ..L~ 'Phe- tax- hoe ~ei- n- levied-;- toget !"!€" r- wi-th- -t n~-- fee!:! 

F~~S provided for in [section5 l through ~4 261 and 

33-2-708 7 are in lieu of all income taxes and other exci~e 

taxes, licenses, and fees payable to the stdte of Monlana. 

t4t_lll The commissioner shull Jo't"CHTtpt!:y-rem±t--tsi-i--tax 

payment~--~~eeived--by-htm-~e-the-~tat~-t~~a~~~er-for-ered±t 

to-tl"le-gen.~ral-bind-of-the-:,tate ~~ FEES GENERA'l'ED UNDER 

TITLE 33, CHAPTER 2, TO OFFSET EXPF.NSSS INCURHED FOR THE 

REGULATION OF SELF-FUNDED PLANS. 
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NEW SECTION. Section 14. Examination of books, 

records, and accounts. (1) The books, records, accounts, and 

affairs of a self-funded plan are subject to examination by 

the commissioner and by competent examiners he authorizes in 

writing, at times or intervals as the commissioner considers 

advisable. The purpose of the examination is to determine: 

(a) compliance by the self-funded plan with applicable 

laws; 

(b) the financial condition and actuarial adequacy of 

the trust fund; 

(c) the treatment accorded beneficiaries; and 

(d) other factors materially related to the management 

and operation of the self-funded plan. 

(2) The trustee shall make the books, records, and 

accounts of the self-funded plan and trust fund available to 

the commissioner or his authorized examiner and shall 

otherwise facilitate the examination. 

(3) The examiner shall conduct the examination 

expeditiously, make a written report of the examination, and 

deliver a copy of his report to the trustee and the 

commissioner. The trustee shall recommend to the 

commiss1oner any corrections or changes to the report within 

2 weeks after receiving it. After making corrections or 

changes, if any, the commissioner shall file the report in 

his office as a document open to public inspection and 
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deliver to the trustee a copy of the report as corrected or 

changed. 

{4) The trust fund shall bear the costs of the 

examination. Upon presentation of a detailed account of 

charges and expenses by the commissioner or pursuant to his 

written authorization, each self-funded plan that 15 

examined must pay actual travel expenses, reasonable living 

expenses, and a per diem compensation to the examiners for 

expenses incurred as a result of the examination. Tbe 

payments shall be at reasonable, customary rates established 

by the commissioner. An account may be pre~ented 

periodically during the course of the examir1ation ...J: ;J~or. 

termination of the examination as the commissioner considers 

proper. A person may not pay and an examiner may not accept 

any additional emolument on account of an examination. The 

commissioner shall pay to the state treasurer to the credit 

of the general fund all money received for an examination. 

If a self-funded plan fails to pdy the charges anJ expenses 

of an examination, the charges and expense~ must be paid ou: 

of the funds of the corrunissioner in the same manner as uther 

disbursements of funds. The amount paid must be a first lien 

upon all of the 

self-funded plan 

attorney general 

assets and property 1n this state of the 

and may be recovered by suit by the 

on behalf of the state of Montana dnd 

restored to the appropriate fund. 

-16- HB 6o9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0669/02 

NEW SECTION. Section 15. Trustees -- administrators 

bonding. (1) An individual or a corporation may be a 

trustee of a trust fund. An individual, partnership, or 

corporation may be an administrator of a self-funded plan. 

(2) An employer participating in a self-funded plan 

may not be a trustee or administrator. An employee of an 

employer may be a trustee or administrator of a self-funded 

plan in which his employer participates. 

(3) The trustee shall cause each individual who 

handles receipts and disbursements for the trust fund to be 

bonded at all times under a fidelity bond issued by a surety 

insurer authorized to transact surety insurance in this 

state. The bond must be-in-£e~e~ PROTECT THE ASSETS of the 

trust fund and for an aggregate ~enalty amount that the 

cornmissioner considers reasonably advisable in relation to 

the amount of the funds involved, but not less than $25,000. 

The bond must be nofteoneeiiable NONCANCELABLE except upon a 

minimum of 30 days' advance notice in writing to-the-~~tlstee 

and-the-ecmmi~~±one~.-~he-tr~~t-fund-m~st-bear-the--eost--of 

the--bond. A BLANKET BOND COVERING_ONE TRUST BUT NOT MORE 

THAN ONE ADMINISTRATOR IS ACCEPTABLE. 

NEW SECTION. Section 16. Prohibited pecuniary 

interests in plan management& (1) A trustee, administrator, 

or other person having responsibility for the management of 

a self-funded plan or the investment or other handling of a 
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trust fund may not: 

Ia) receive, direct-ly or indirectly, or have a 

pecuniary interest in a fee, commission, compensation, or 

emolument arising out of a transaction to which Lhe trust 

fund lS or will be a party, except fur a salary or other 

similar compensation regularly fixed and allowed for 

services rendered to the self-funded plan; 

(b) receive compensation as a consultant to the 

self-funded plan while also: 

{i) acting as a trustee or administrator; or 

(ii} employed by a trustee or administrator; or 

(c) have a direct or indirect material, p~L 

interest in a loan or investment o: the trust fund. 

_ary 

(2) A consultar.t to a self-funded pian or trust fund 

may not directly or indirectly receive or have a pecu~tary 

interest in a commission or other compensation a:ising o~t 

of a contract or tra11saction between :he trust fund and dfl 

ins~rer, health care service corporatio~, health mainterJdrlce 

organization, or other provider of health care s~rv2ce~. 

drugs, or other health care needs and supplies. 

tJ) The commissioner nay, after notice and he.:;~.rir:g, 

require removal of a trustee or prohibit the trustee [rum 

employing or retaining or continuing to employ or 

person in the administration of the trust 

self-funded plan if he finds that continuation 
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trustee or the employment or retention involves a conflict 

of interest not in the best interests of the self-funded 

plan or adversely affecting interests of beneficiaries. 

NEW SECTION. Section 17. Political contributions 

prohibited. A trustee may not make or knowingly permit the 

making, directly or indirectly, of a political contribution 

by or from a trust fund. 

NEW SECTION. Section 18. Recovery of depleted funds. 

If, after notice and hearing, the commissioner finds that a 

trust fund has been depleted by reason of a wrongful or 

negligent act or omission of a trustee or any other person, 

he shall transmit a copy of his findings to the attorney 

general or the proper prosecuting attorney, who, for the 

recovery of the amount of the depletion and for the benefit 

of the trust fund, may: 

(1) bring an action in the name of the people of this 

state; or 

(2) intervene in an action brought by or on behalf of 

an employer or beneficiary. 

NEW SECTION. Section 19. Termination of <egistration. 

(1) The commissioner shall terminate the registration of a 

self-funded plan: 

{a) upon written request of the trustee; or 

(b) if he finds, after an examination, that the trust 

fund is insolvent. 
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{2) The commissioner may terminate the registration of 

a self-funded plan: 

(a) for violation of {sections 1 through ~4 ~}; 

(b) for failure of the trustee to file the annual 

statement with the commissioner as required by [section 12] 

and pay the t~~ FEE at the same time as required by [section 

13 J; or 

(C) if he finds, after an examination of the trust 

fund and the self-funded plan, that: 

(i) the self-funded plan no longer meets the 

qualifications required by (section 5) and that the 

deficiency will not be remedied within a reasonable t J.t:,t.:; 

(ii) as a matter of frequent practice, the benefits 

promised by the self-funded plan are not being fairly and 

promptly paid; 

(iii) the cost of administering the self-funded plan is 

excessive in relation to the character and volume of service 

being rendered in the administration; or 

(iv) the trust fund has been subject to fraudulenL or 

dishonest practices on the part of the trustee, the 

administrator, the consultant, a participating employer, or 

a beneficiary. 

(3) The collll1lissioner shall terminate the registration 

of a self-funded plan by his written order given to tt1e 

trustee of record and to each employer of record 
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participating in the self-funded plan. The order must state 

the grounds upon which it is made and its effective date. 

The order is subject to judicial review as provided in 

33-1-711. 

NEW SECTION. Section 20. Liquidation of trust fund. 

(1) When the administration of a trust fund terminates, the 

trustee shall liquidate the self-funded plan. 

(2) The trustee shall liquidate the self-funded plan 

under a written plan of liquidation filed with the 

commissioner, found by the commissioner to be fair and 

equitable to all persons having a pecuniary interest in the 

trust fund, and approved by him. The trustee shall dispose 

of any balance remaining after payment of or adequate 

provision for all claims and charges against the trust fund 

in the manner provided for in the plan of liquidation. 

Unless the plan of liquidation provides that a financially 

responsible person assumes liability for all unpaid claims 

and obligations of the trust fund, the existence of surplus 

funds for the liquidation may not be determined until 2 

years after the registration terminates. 

(3) After the commissioner approves the plan of 

liquidation of an insolvent trust fund, the plan is binding 

upon all persons who have a pecuniary interest in the trust 

fund. Pending the effectuation of the plan of liquidation of 

an insolvent trust fund, the commissioner may impose 
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prohibitions 

trust fund 

or restrictions upon disbursements or use of 

money that he considers advisable for the 

protection of all interested persons. 

(4) The commissioner shall liquidate the trust fund 

under the applicable provisions of Title 33, chapter 2, part 

13. The trust fund is considered to be an insolvent domestic 

insurer if: 

(a) the trust fund is insolvent and the trustee does 

not file, within 60 days after the self-funded plan 

terminates, a written plan of liquidation of the tru~t fund 

that is satisfactory to the comrnis5ioner as being fair and 

equitable; or 

(b) it is a solvent trust fund but it is not being 

liquidated according to the plan of liquidation that the 

commissioner has approved. 

NEW SECTION. Section 21. Rules. The commissioner may 

make reasonable rules necessary to or as an aid lo 

effectuate [sections l through ~4 ~]. 

NEW SECTION. Section 22. Other provisions applicable. 

The following chapters, parts, and provisions of this title 

apply to a self-funded plan to the extent applicable and not 

in conflict with [sections 1 through ~4 26]: 33-2-708, 

33-2-818, and Title 33, chapters 1, 15, 17 through 19, and 

22. For purposes of 33-2-708, 33-2-616, and Title 33, 

chapters 1, 15, 17 through 19, and 22, a self-funded plan is 
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considered to be an insurer. 

NEW SECTION. Section 23. Penalties. (l) A person who 

willfully violates or causes or induces a violation of 

[sections 1 through r4 ~] or a rule implementing a 

provision of [sections l through ~4 26] is subject to a 

penalty as provided in subsection (4). 

(2) A person who makes a false statement or 

representation of a material fact, knowing it to be false, 

or who knowingly fails to disclose a material fact in ~n 

application, examination, or statement required under 

[sections l through %4 26] or a rule implementing [sections 

l through i4 ~) is subject to a penalty as provided in 

subsection (4). 

(3) A person who makes a false entry in a book, 

record, statement, or report required under [sections 1 

through i4 26) with the intent to injure or defraud the 

trust fund or a beneficiary thereunder or to deceive a 

person authorized or entitled to examine the affairs of the 

self-funded plan is subject to penalty as provided in 

subsection (4). 

(4) An offender, upon conviction for each violation, 

act, or omission referred to in this section, unless a 

greater penalty is provided for the violation under any 

other applicable law, shall be fined not more than $1,000 or 

be imprisoned for a term not to exceed year, or both. 
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NEW SECTION. Section 24. Coverage from moment of 

birth complications of pregnancy. (l) Every self-funded 

plan issued or amended on or after [the effective date of 

this act] must contain a provision granting immediate 

accident and sickness coverage, from and after the moment of 

birth, to each newborn infant of an insured. A self-funded 

plan may not be issued or amended in this state if it 

contains a disclaimer, waivec, oc othec limitation of 

covecage relative to the coverage or insucability of a 

ne_wborn infant of an insured from and after the moment of 

birth. 

(2) A self-funded plan that provides mat t· ~- n i t y 

benefits continuously from conception may not -be issued, 

amended, delivered, or renewed in this state if it contains 

an exclusion, reduction, or other limitation as to coverage, 

deductibles, or coinsurance provisions as to involuntary 

complications of pregnancy unless the provisions apply 

generally to all benefits paid under the se:f-funded plan. 

If a fixed amount is specified in a self-funded plan for 

surgery, the fixed amount for surgic.:tl procedures nvolving 

an involuntary complication of pregnancy must be 

commensurate with other fixed amounts payable fur procedures 

of cumparable difficulty and severity. If a fixed amount is 

payable for maternity benefits, an involuntary complication 

of pregnancy is considered to be an illness ar1ri entitled to 
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benefits otherwise provided by the self-funded plan. If the 

the self-funded plan contains a maternity deductible, 

maternity deductible applies only to expenses resulting from 

normal delivery and cesarean section delivery; however, 

expenses for cesarean section delivery in excess of the 

deductible must be treated as expenses for any other illness 

under the self-funded plan. For purposes of this subsection, 

1'involuntary complication of pregnancy" includes but is not 

limited to puerperal infection, eclampsia, cesarean section 

delivery, ectopic pregnancy, and toxemia. 

(3) Subsection (2) applies to each self-funded plan in 

this state except a self-funded plan made subject to an 

applicable collective bargaining agreement in effect before 

January l, 1990. 

(4) Each self-funded plan that provides maternity 

benefits continuously from conception and that is issued, 

amended, delivered, or renewed in this state on or after 

January 1, 1990, is construed to comply with this section. A 

provision in a self-funded plan that conflicts with this 

section has no force or effect. 

NEW SECTION. SECTION 25. CHOICE OF DENTAL PLAN 

PROVIDERS. A SELF-FUNDED PLAN ISSUED OR AMENDED ON OR AFTER 

[THE EFFECTIVE DATE OF THIS ACT] THAT COVERS A DENTAL CARE 

ASSISTANCE PLAN AND RESTRICTS THE COVERED PERSONS IN THE 

SELECTION OF THE PROVIDERS OF DENTAL SERVICES TO A SINGLE 
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PROVIDER OR GROUP OF PROVIDERS MUST OFFER AN ALTERNATIVE 

DENTAL CARE ASSISTANCE PLAN THAT PERMITS THE COVERED PERSONS 

TO OBTAIN DENTAL CARE SERVICES FROM ANY _LICENSED DEN1'AL CARE 

PROVIDER OF THEIR CHOICE. THE PORTION OF THE PREMIU~PAID BY 

THE EMPLOYER FOR THE LIMITING PLAN MUST BE COMPARABLE TO BUT 

NOT GREATER THAN THE PORTION OF THE PREMIUM PAID BY THE 

EMPLOYER FOR THE ALTERNATIVE PLAN. 

NEW SECTION. SECTION 26. USE OF BENEFIT TRUS·T FUNDS. 

ANY BENEFIT TRUST ESTABLISHED BY OR FOR A STATE POLITICAL 

SUBDIVISION OR POOL OF SUBDIVISIONS MUST BE USED EXCLUSIVELY 

TO PROVIDE BENEFITS TO TRUST BENEFICIARIES. 

Section 27. Section 33-1-102, MCA, is amended to read: 

•33-1-102. Compliance required -- exceptions -- health 

service corporations -- health maintenance organizations --

governmental insurance programs. (1) No person shall 

transact a business of insurance in Montana or relative to a 

subject resident, located, or to be performed in Montdna 

without complying with the applicable provisions of this 

code. 

(2) No provision of this code shall apply with re~pect 

to: 

(a) domestic farm mutual insurers as ide[ltified in 

chapter 4, except as stated in chapter 4; 

(b) domestic benevolent associations as identified in 

chapter 6, except as stated in chapter 6; and 
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(c) fraternal benefit societies, except as stated in 

chapter 7. 

(3) This code applies to health service corporations 

as prescribed in 33-30-102. The existence of such 

corporations is governed by Title 35, chapter 2, and related 

sections of the Montana Code Annotated. 

(4) This code does not apply to health maintenance 

organizations to the extent that the existence and 

operations of such organizations are authorized by chapter 

31. 

(5) This code does not apply to workers' compensation 

insurance programs provided for in Title 39, chapter 71, 

parts 21 and 23, and related sections. 

(6) This code does not apply to the state employee 

group insurance program established in Title 2, chapter 18, 

part 8. 

(7} This code does not apply to insurance funded 

through the state self-insurance reserve fund provided for 

ln 2-9-202. 

(8) t~t-~h±~ Except_~s provided in [sections 1 thrq~~ 

24 I!iJ_!_~this code does not apply to_:_ 

~ any arrangement, plan, 

between political subdivisions of 

political subdivisions undertake 

or interlocal agreement 

this state whereby the 

to separately or jointly 

indemnify one another by way of a pooling, joint retention, 
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deductible, or self-insurance plano; or 

(b) ~hi~-eode-does-ftot-ap~ly-to-afty-arra~9em~"~r-pia"' 

er--±ftteriecai--a9reement--between-pel±tical-~tlbd±v±s±ons-o£ 

~h±~-state-or any arrangement, plan, or program of a single 

political subdivision of this state whereby the political 

subdivision provides to its officers, elected officials, or 

employees disability insurance or life insurance through a 

self-funded pro9ram. 

(9) THIS CODE DOES NOT APPLY TO THE BOARD OF REGENTS' 

GROUP INSURANCE PROGRAM AUTHORIZED UNDER 2-18-702 FOR THE 

BENEFIT OF EMPLOYEES OF THE UNIVERSITY SYSTEM AND THEIR 

DEPENDENTS." 

Section 28. section 33-2-708, MCA, is amended to read: 

•JJ-2-708. Fees and licenses. (1) The commissioner 

shall collect in advance and the persons so served shall so 

pay to the commissioner the following fees and licenses: 

(a) certificates of authority: 

(i} for filing applications for or1ginal certificates 

of authority, articles of incorporation (except original 

articles of incorporation of domestic 1nsurers as provided 

in subsection (b) below) and other charter documents, 

bylaws, financial statement, examination report, power of 

attorney to the commissioner, and all other documents and 

filings required in connection with such application and for 

issuance of an origindl certificate of authority, if 1ssued: 
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(A) domestic insurers ....................... $ 300. DO 

(B) foreign insurers .....•................... 300.00 

{ii} annual continuation of certificate of authority .. 

300.00 

(iii) reinstatement of certificate of authority 

(iv) amendment of certificate of authority .... 

(b) articles of incorporation: 

25.00 

50.00 

( i) filing original articles of incorporation of 

domestic insurer, exclusive of fees required to be paid by 

the corporation to the secretary of state 20.00 

{ii) filing amendment of articles of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the secretary of state by a domestic corporation 

25.00 

(c) filing bylaws or amendm~nt thereto where required 

10.00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

25.00 

(e) resident agent's license: 

(i) application for original license, including 

issuance of license, if issued (life and/or disdbility) 

15.00 

(ii) application for original license, including 
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issuance of license, if issued (other than life and/or 

disability) • . . . . . . . . . . . . . . . . . . . . • . . . • . . . . . . . . . . . . . . 15.00 

(iii) appointment of agent, each insurer ..... o 

(iv) annual renewal, each insurer ... o,,,. 0 •••• 

(v) temporary license ....................... . 

10.00 

10.00 

10.00 

{vi) amendment of license (excluding additions thereto) 

or reissuance of master license ................... . 10.00 

(f) nonresident agent's license: 

(i) application for original license, including 

issuance of license, if issued (life and/or disability) 

100.00 

(ii} application fot original license, t:1cluding 

issuance of license, if issued (other than life and/or 

disability) 

(iii) appointment of agent, each insurer ..... . 

{iv) annual renewal, each insurer ............• 

100.00 

10.00 

10.00 

{v) amendment of license {excluding additions thereto) 

or reissuance of master license 

(g) 

I i) 

solicitor,s license: 

application for original license, 

1ssuance of license, if issued .... o., •• o •••••• 0 o •• 

(ii} annual renewal of license 

(iii) appointment of solicitor 

10.00 

including 

15.00 

15.00 

10.00 

(h) examination for license as agent or solicitor, 

each examination •...................... o •••••••• o o. 15.00 
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(i) surplus lines agent license: 

(i} application for original license and for issuance 

of license, if issued 

(ii) annual renewal of license 

(j) adjuster's license: 

(i) application for original license and for 

of license, if issued 

(ii} annual renewal of license •..••••......... 

50.00 

50.00 

issuance 

15.00 

15.00 

(k) insurance vending machine license, each machine, 

each year 10.00 

(1) commissioner's certificate under seal {except when 

on certificates of authority or licenses} ......... 10.00 

(m) copies of documents on file in the commissioner's 

office, per page .so 

(n) policy forms: 

(i) filing each policy form.................. 25.00 

(ii) filing each application, rider, endorsement, 

amendment, insert page, schedule of rates, and clarification 

of r i.sks ..............••.........•...........•..... 10.00 

(iii) maximum charge if policy and all forms submitted 

at one time or resubmitted for approval within 180 days .... 

(O) self-funded plans~ 

{i) filing application for regist~ation 

.L!il____f_~}-~_~ludl statement of t~_ust fund .... 
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( 2) WHEN THE ANNUAL STATEMENT REFERRED TO IN 

SUBSECTION (l)(O)(II) IS FILED WITH THE COMMISSIONER, EACH 

REGISTERED SELF-FUNDED PLAN MUST PAY A FEE TO THE 

COMMISSIONER OF 14 CENTS A MONTH PER EMPLOYEE COVERED BY THE 

SELF-FUNDED PLAN 

STA·rEMENT. 

tiltill The 

DURING THE 

commissioner 

FISCAL YEAR OF THE ANNUAL 

shall promptly deposit with 

the state treasurer to the credit of the general fund of 

this state all fines and penalties, those amounts received 

pursuant to 33-2-311, 33~2-705, and 33-2-706, and any fees 

and examination and miscellaneous charges received pursuant 

to Title 33, chapter 11, part 1, that are collected b; him 

pursuant to Title 33 and the rules adopted thereunder. 

t3ti!l All fees are considered fully earned when 

received. In the event of overpayment, only thos~ amounts in 

excess of $10 will be refunded. 

t4t~ All fees and examination and miscellaneous 

charges~ except fines or penalties or those amounts received 

pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by 

the commissioner pursuant to Title 33 and the rules adopted 

thereunder must be deposited in the insurance regulatory 

trust account pursuant to 17-2-121 through 17-2~12].•• 

NEW SECTION. Section 29. Extension of duthority. Any 

existing authority to make rules on 

provisions of (this act] is extended to 

-32-
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1 [this act 1 • 

2 NEW SECTION. Section 30. Codification inst["uction. 

3 ill [Sections l through i4 251 are intended to be codified 

4 as an integral part of Title 33 and the provisions of Title 

5 33 apply to [sections 1 through %4 ~1. 

6 (2) [SECTION 261 IS INTENDED TO BE CODIFIED AS AN 

7 INTEGRAL PART OF TITLE 39, CHAPTER 2, AND THE PROVISIONS OF 

8 TITLE 39, CHAPTER 2, APPLY TO [SECTION 26]. 

9 NEW SECTION. Section 31. Applicability. [Sections l 

10 through %4 ~1 apply to each self-funded plan and trust fund 

11 operating in this state on [the effective date of this act). 

12 NEW SECTION. Section 32. Effective date. [This act 1 

13 is effective on passage and approval. 

-End-
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HOUSE BILL NO. 669 

INTRODUCED BY HANSON, WEEDING 

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING LAWS 

REGULATING SELF-FUNDED HEALTH CARE PLANS; AMENDING SECTIONS 

33-l-102 AND 33-2-708, MCA; ANB PROVIDING AN IMMEDIATE 

EFFECTIVE DATE ANB; PROVIDING AN APPLICABILITY DATE; AND 

PROVIDING A TERMINATION DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 211 authorizes the commissioner of insurance to 

make reasonable rules necessary for or as an aid to 

effectuate [sections l through ~4 ~1 without extending, 

modifying, or conflicting with [sections 1 through i4 261 

and their reasonable implications. The legislature intends 

that the rules that the commissioner adopts to implement 

this bill be designed principally to protect Montana 

insurance consumers, while making insurance more available 

in this state. The legislature further intends that the 

commissioner adopt the rules in accordance with 33-1-313, 

which grants the commissioner general rulemaking authority 

and permits the commissioner to: 

(1) make only reasonable rules that do not extend, 

modify, or conflict with any law of this state or with any 

~ ........... c...,.. 
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reasonable implication of those lawsi and 

{2) make or amend those rules only after a hearing of 

which notice has been given as required by 33-l-703. 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through r4 26} may be cited as the "Self-Funded Health Care 

Plans Act". 

NEW SECTION. Section 2. Purpose. The purposes of 

[sections 1 through i4 l£1 are to: 

(1) recognize and provide reasonabl~ public 

supervision of self-funded plans that provide health care 

service benefits to employees in connection with or as an 

alternative to insurance and other prepayment plans; 

(2) provide standards for financial soundness of 

self-funded plans; and 

(3) protect the interests of employees covered by a 

self-funded plan. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 1 through ~4 ~], the following definitions apply: 

(1) 11 Administrator" means a person, other than the 

trustee, employed by the trustee to administer a self-funded 

plan. 

(2) 11 Beneficiary" means an individual entitled, under 

a self-funded plan, to payment by a trust fund of a part of 
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the cost of health care services provided to him. 

(3) ncontribution" means the amount the employer or 

employee pays or will pay into a trust fund. 

( 4) "Person" means an individual, corporation, 

association, firm, syndicate, organization, or other entity. 

"Self-funded plan'' means a plan: 

under which payment for a disability income 

( 5) 

(a) 

benefit which is not otherwise provided for under Title 39, 

chapter 71, for medical, surgical, hospital, and other 

services for prevention, diagnosis, or treatment of a 

disease, injury, or bodily condition of an employee, is or 

will be regularly provided for or promised from funds 

created or maintained in whole or in part by contributions 

or payments by the employer or by the employer and the 

employees; and 

lb) that is not otherwise covered by a disability 

insurance policy, a membership contract as defined in 

33-30-101, a health care services agreement as defined in 

33-31-102, or a similar third-party prepayment plan. 

(6) ''Trust fund'' means a trust fund that is 

established under a self-funded plan for the receipt of 

contributions by an employer and employees and for the 

payment of health care service costs of a beneficiary. 

(7) "Trustee" medn!:i the trustee, whether a single or 

multiple trustee, of a trust fund. 
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NEW SECTION. Section 4. Registration -- exemptions 

registered plan exempt from insurance code. (1) Except as 

provided in subsection (2}, a self-funded plan may not 

operate in this state except while registered with the 

commissioner under (sections 1 through %4 26]. A self-funded 

plan already in operation on [the effective date of this 

act] shall register with the commissioner within 90 days 

after [the effective date of this act). 

(2) Registration is not required of: 

(a} a self-funded plan established for the sole 

purpose of funding the amount of a deductible clause 

contained in an insurance contract issued by an 1nsurer 

authorized to transact disability insurance in th1s state 

if: 

(i) the deductible does not exceed an amount 

applicable to each beneficiary of $500 a year; and 

(ii) the total of all obligations to all beneficiaries 

insured under the self-funded plan arising out of the 

application of the deductible does not exceed the aggregate 

amount ot $50,000 a year; 

(b) a self-funded plan established and maintained in 

compliance with Title 39, chapter 71; 

(c) a self-funded plan administered by or for the 

federal government or an agency thereof; 

(d) a self-funded plan that is primarily intended to 
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provide first-aid care and treatment at a dispensary of an 

employer for injury or sickness of ~mployees while engaged 

in their employment; 

{e) an employer's self-insured health plan that is 

established and maintained solely for its members and their 

immediate families if it has existed and operated for lS 

years immediately preceding [the effective date of this 

act]; or 

{f) a self-insured health plan that is established, 

maintained, and insured jointly by an employer and a labor 

organization if it has existed and operated for 15 years 

immediately preceding [the effective date of this act]~ 

(G) A SELF-REGULATED HEALTH PLAN THAT IS ESTABLISHED, 

MAINTAINED, AND ADMINISTERED BY THE BOARD OF REGENTS. 

(3) A registered self-funded plan may not be 

considered to be engaged in the business of insurance and is 

not subject to the Montana insurance code except as 

expressly provided in [sections 1 through ~4 26]. 

(4) A person may not act as or hold himself out to be 

an insurance agent as to a self-funded plan in this state 

unless licensed under Title 33, chapter 17. 

NEW SECTION. Section 5. Qualifications for 

registration. (1) A self-funded plan may not be registered 

under the provisions of [sections 1 through %4 26] unless 

it: 
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(a) requires all contributions to be paid in advance 

and to be deposited in and disbursed from a trust fund 

created and existing under an adequate written, irrevocable 

trust agreement between the employer and the trustee; 

(b) has or provides for a trustworthy and responsible 

trustee and for competent administration of the trust fund 

and the self-funded plan; 

(c) requires that each employer contribute to the 

trust fund and that employees who contribute to the trust 

fund make the contribution by regular periodic payroll 

deductions, except for contributions made by an employee 

during his absence from employment for a period as the 

self-funded plan may reasonably provide; 

(d) 

behalf 

requires 

of the 

the administrator 

trust fund 

or the trustee on 

to furnish each 

employee-beneficiary of the self-funded plan a written 

statement or schedule that adequately and clearly states: 

(i) each benefit currently allowable under the 

self-funded plan; 

{ii) any applicable restrictions, limitations, or 

exclusions; and 

(iii) the procedure for filing a claim for benefits; 

and 

(e) has a trust fund that is actuarially sound. 

(2) For purposes of subsection (l)(e), a trust fund is 
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1 actuarially sound if it has adequate assets and income under 

2 reasonable estimates to pay all benefits promised to 

3 beneficiaries by the self-funded plan. In determining 

4 actuarial soundness, the commissioner shall consider: 

5 {a) applicable stop-loss insurance provided to the 

6 self-funded plan by an insurer authorized to transact 

7 disability insurance in this state; 

8 (b} contracts with health service corporations or 

9 health maintenance organizations authorized to transact 

10 business in this state that cover certain of the promised 

11 benefits; 

12 (c) other applicable insurance guaranties; and 

l3 (d) self-funded plan factors or provisions for the 

14 prevention or reduction of adverse selection against the 

15 self-funded plan by those otherwise eligible to become 

16 beneficiaries. 

17 NEW SECT.!Ql'J_._ Section 6. Application for registration. 

18 (1) Application for registration of a self-funded plan must 

19 be made to the commissioner on forms he furnishes and 

20 designs to determine whether the ~elf-funded plan is 

21 qualified for registration. At least one employer and one 

22 trustee shall sign and verify the application. If the 

23 employer or trustee is a corporation, an authorized 

24 corporate officer shall sign and ver·ify the application. 

25 12) The application must be accompdnied by: 
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(a) a copy of the trust agreement under which the 

trust fund is to exist and operate; 

(b) a copy of the proposed written statement of 

benefits referred to in [section 5(l)(d)]; 

(c) a financial statement of the trust fund as of a 

date not more than 45 days before the date on which the 

application was filed if it is already in existence and 

operating on [the effective date of this act]. The statement 

must be certified by an independent accountant or by an 

accountant whose certification is acceptable to the 

commissioner. 

(d) a written statement of reasonably prvjec:ed income 

and disbursements of the trust fund for a 12-rnonth period 

commencing within 39 45 days of the date of application and 

showing the amount reserved as of the end of the period for 

claims incurred but not yet paid or claims incurred but not 

yet reported; 

(e) a copy of any study made of the proposed 

self-funded plan by a consultant for the information or 

guidctnce uf the employer or employees~ and 

(f) any other relevant documentation and information 

as the commissioner may reasonably require. 

NEW SECTION. Section 7. Grant or denial of -------

registration. The commissioner shall act upon an application 

for registration of a self-funded plan within :i-86 60 days 

-8- HB 669 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0669/03 

after its--eompietion THE SUBMISSION OF THE COMPLETED 

APPLICATION. He may make an investigation of the proposal as 

he considers advisable. If the commissioner finds that the 

application is complete and that the self-funded plan meets 

the qualifications stated in [section 5], he shall issue and 

deliver a certificate of registration in appropriate form to 

the applicant. If he finds the application to be 

unsatisfactory in either respect, the commissioner shall 

refuse to register the self-funded plan and shall give 

written notice of the refusal to the applicant, stating the 

reasons for the refusal. 

NEW SECTION. Section 8. Trust fund 

trust fund of a self-funded plan may: 

powers~ The 

(1) have and use an appropriate descriptive name; 

(2) sue and be sued in its own name; 

(3) contract in its own name. All written contracts 

must be signed by the trustee of the trust fund. If there is 

more than one trustee, a contract may be executed by one 

trustee if authorized by all trustees. 

(4) borrow money and give security for the loan; and 

(5) engage exclusively in transactions authorized or 

required by [sections 1 through ~4 26] or reasonably 

incidental to authorized transactions. 

NEW SECTION. Section 9. Trust fund liability. ( 1) A 

trust fund must pay all applicable benefits specified in the 
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statement or schedul~ of benefits in effect at the time a 

claim arises. 

(2) (a) Trust funds are fiduciary funds and may not be 

used for an obligation of an employer who participates in 

the self-funded plan and, except as provided in subsection 

(2)(b), are not subject to garnishment or levy for the 

obligation of a beneficiary. 

(b) If a trustee of a trust fund agrees in writing to 

pay a provider directly for health care services provided to 

a beneficiary, the provider or its assignee may levy against 

the trust fund. 

NEW SECTION. Section 10. Investment of trust fund. 

{l) A trustee may invest reserves and other trust funds 

available for investment only in: 

{a) general obligations of: 

(i) the United States government; 

(ii) a state, district, commonwealth, or territory of 

the United States; or 

(iii) a municipality, county, or other political 

subdivision or agency of a state; 

(b) obligations for which the payment of principal and 

interest is guaranteed by a government or governmental 

agency; 

(c) corporate bonds and similar obligations meeting 

the requirements specified for investment of funds of 
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l insurers under 33-2-818; 

2 (d) collateral loans for which the payment of 

3 principal and interest is adequately secured by securities 

4 in which the trust fund could lawfully invest directly; or 

5 (e) deposits, savings accounts, and share accounts in 

6 established banks and savings and loan associations located 

7 in the United States. An investment in any one institution 

8 may not exceed the amount covered by applicable deposit, 

9 savings, and share account insurance. 

10 (2) The trustee is expressly prohibited from investing 

ll trust fund money in: 

12 (a) a loan to or security of: 

l3 (i) an employer participating in the self-funded plan; 

14 (ii) an officer, director, subsidiary, or affiliate of 

15 a participating employer; 

16 (b) the security of a person in which the trustee, the 

17 administrator, or a consultant of the self-funded plan has a 

18 direct or indirect material, pecuniary interest; 

19 (c) real estate or loans on real estate: 

20 (d) a personal loan, other than a collateral loan 

21 referred to in subsection (l}(d} but subject to subsections 

22 i2)(a) and (2)ib). 

23 (3) The trustee shall make and hold each investment tn 

24 the name of the trust fund, and the interest and yield on 

25 the investment must be payable to the account of the trust 
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fund. 

(4) An investment may not be made unless authorized in 

writing by the trustee and shown in the records of the trust 

fund. 

(5) A person who authorizes an investment of trust 

fund money in violation of this section is liable for all 

loss suffered by the trust fund on account of the 

investment, in addition to other penalties for the 

investment. 

(6) An investment made in violation of this secLion 

may not be considered an asset in a determination 8f the 

financial condition of the trust fund. 

NEW SECTION. Section 11. Reserves. (1) A self-funded 
-· ---·-----

plan shall establish and maintain the following reserves: 

(a) a reserve in an amount as certified ANNf:!ALLY AFTER 

THE FIRST YEAR by a member of the American academy of 

actuaries as being necessary to pay claims against the trust 

fund for benefits, including both claims incurred but not 

yet paid and claims incurred but not yet reported; 

(bl a reserve for unearned contributions as computed 

pro rata on the basis of the unexpired portion of the period 

for which the contribution has been paid, if under the 

self-funded plan periodic contributions of either the 

employer or employees to the trust fund ('lre payable less 

frequently than monthly. 
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(2) In a determination of the financial condition of 

the trust fund, the claims reserve and reserve for unearned 

contributions shall be considered liabilities. 

NEW SECTION. Section 12. Records and accounts 

annual statement. (1) The trustee 

shall cause full and accurate records 

of a self-funded plan 

and accounts to be 

entered and maintained covering all financial transactions 

and affairs of the trust fund. 

(2} Within 60 days after the end of the ea~e"rla~ 

FISCAL year, the trustee shall make an annual statement in 

writing summarizing the financial transactions of the trust 

fund for the ealendar FISCAL year and its financial 

condition at the end of the year in accordance with 

(sections 1 through ~4 ~I and generally accepted and 

applicable accounting principles. The annual statement must 

be in the form and require information as prescribed by the 

commissioner. The financial information provided in the 

annual statement must be certified by the accountant who 

prepared or audited the information. The trustee shall 

promptly deliver a copy of the annual statement to each 

employer participating in the self-funded plan and keep a 

copy of the annual statement on file in the business office 

of the self-funded plan where a beneficiary may review it at 

all reasonable times for a period of not less than 3 years. 

NEW SECTION. Section 13. 'l'a><e!t FEES. trt----Eaen 
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~eqi~tered--sel£-£tt~ded--plan--a~d--eae~-~ormeriy-req±~tered 

~e±E-f~nded-pion,-wtth--re~peet--~o--bene£ieiarie3--in--~ht~ 

sta~e--whtie--~o--regi~te~edr-~ka;;-at-the-t~me-ef-ii;inq-o£ 

its-annual--~tatement--witk--the--comm±s~±ener--pay--to--the 

eommiasioner--a--tex-eomputed-at-the-rete-o£-4-eent~-a-menth 

£or-eoeh-~ene~±eiary-who-±s-eo~ered-by-the-3e±f-f~nded--pian 

d~rin9--the--eatenda~--year--o£--the--annttaT-~tatement-wh±le 

wor~±ng-or-res±d±n9-±n-thi~-stateo 

t~tl!l The state of Montana preempts the field of 

imposing excise, privilege, franchise, income, license, and 

similar taxes, licenses, and fees upon self-funded plans and 

on the intangible property of their trust funds. A county, 

city, municipality, district, school district, or other 

political subdivision or agency in this state may not levy 

upon a self-funded plan or trust fund any tax, license, or 

fee additional to those levied by the legislature in 

[sections 1 through ~4 26] and 33-2-708. 

t3t~ The--~ex--nere±n-l~~ied,-to~etber-wi~h-the~fee~ 

FEES provided for in [sections 1 through ~4 26] and 

33-2-708, are in lieu of all income taxes and other excise 

taxes, licenses, and fees payable to the state of Montana. 

t4tlll The commissioner shall promptiy-r~mtt-ell-tax 

payme"t~-reee±veO-by-h±m-to-the-state-trea~~rer--for--eredit 

to--the--9enera~--rtlnd-o£-the-~tate USE FEES GENERATED UNDER 

TITLE 33, CHAPTER 2, TO OFFSET EXPENSES INCURRED FOR THE 
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REGULATION OF SELF-FUNDED PLANS. 

NEW SECTION. Section 14. Examination of books, 

records, and accounts4 (ll The books, records, accounts, and 

affairs of a self-funded plan are subject to examination by 

the commissioner and by competent examiners he authorizes in 

writing, at times or intervals as the commissioner considers 

advisable. The purpose of the examination is to determine: 

(a) compliance by the self-funded plan with applicable 

laWSi 

(b} the financial condition and actuarial adequacy of 

the trust fund; 

(c) the treatment accorded beneficiaries; and 

(d) other factors materially related to the management 

and operation of the self-funded plan. 

(2) The trustee shall make the books, records, and 

accounts of the self-funded plan and trust fund available to 

the commissioner or his authorized examiner and shall 

otherwise facilitate the examination. 

(3) The examiner shall conduct the examination 

expeditiously, make a written report of the examination, and 

deliver a copy of his report to the trustee and the 

commissioner. The trustee shall recommend to the 

commissioner any corrections or changes to the report within 

2 weeks after receiving it. After making corrections or 

changes, if any, the conuniss ioner sha 11 file the report in 
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his office as a document open to public inspection and 

deliver to the trustee a copy of the report as corrected or 

changed. 

(4) The trust fund shall bear the costs of the 

examination. Upon presentation of a detailed account of 

~harges and expenses by the commissioner or pursuant to his 

written authorization, each self-funded plan that is 

examined must pay actual travel expenses, reasonable living 

expenses, and a per diem compensation to the examiners for 

expenses incurred as a result of the examination. The 

payments shall be at reasonable, customary rates established 

by the commissioner. An account may be pre:3ented 

periodically during the course of the examination cr upon 

termination of the examination as the commissioner considers 

proper. A person may not pay and an examiner may not accept 

any additional emolument on account of an examination. The 

commissioner shall pay to the state treasurer to the credit 

of the general fund all money received for an examination. 

If a self-funded plan fails to pay the charges and expenses 

or .1n ex.tmination, the charges and expenses must be paid out 

of the funds of the commissioner in the same manner as other 

disbursements of funds. The amount paid must be a first lien 

upon all of the assets and property in this state of the 

self-funded plan and may be recovered by suit by the 

attorney general on behalf of the statt• of Montana and 
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restored to the appropriate fund. 

NEW SECTION. Section 15. Trustees administrators 

bonding. (1) An individual or Q corporation may be a 

trustee of a trust fund. An individual, partnership, or 

corporation may be an administrator of a self-funded plan. 

(2) An employer participating in a self-funded plan 

may not be a trustee or administrator. An employee of an 

employer may be a trustee or administrator of a self-funded 

plan in which his employer participates. 

(3) The trustee shall cause each individual who 

handles receipts and disbursements for the trust fund to be 

bonded at all times under a fidelity bond issued by a surety 

insurer authorized to transact surety insurance in this 

state. The bond must b~-in-£evor PROTECT THE ASSETS of the 

trust fund and for an aggregate ~ena±ty amount that the 

commissioner considers reasonably advisable in relation to 

the amount of the funds involved, but not less than $25,000. 

The bond must be noneanee~iabie NONCANCELABLE except upon a 

minimum of 30 days' advance notice in writing to-~ke-~rtt~tee 

Bnd--the--eommi!!si:onero-Cfl'l.e-~rtt!lt-fttnd.-m.t1~t-bear--tl"te-eost-o£ 

the-bot'l<i. A BLANKET BOND COVERING ONE TRUST BUT NOT MORE 

THAN ONE ADMINISTRATOR IS ACCEPTABLE. 

NEW SECTION. Section 16. Prohibited pecuniary 

interests in plan management. (1} A trustee, administrator, 

or other person having responsibility for the management of 
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a self-funded plan or the investment or other handling of a 

trust fund may not: 

(a) receive, directly or indirectly, or have a 

pecuniary interest in a fee, commission, compensation, or 

emolument arising out of a transaction to which the trust 

fund is or will be a party, except for a salary or other 

similar compensation regularly fixed and allowed for 

services rendered to the self-funded plan; 

{b) receive compensation as a consultant to 

self-funded plan while also: 

(i) acting as a trustee or administrate[; or 

(ii) employed by a trustee or administrator; or 

the 

(c) have a direct or indirect material, pecuniary 

interest in a loan or investment of the trust fund. 

{2) A consultant to a self-funded plan or trust fund 

may not directly or indirectly receive or have a pecuniary 

interest in a commission or other compensation arising out 

of a contract or transaction between the trust fund and an 

insurer, health care service corporation, health maintenance 

organization, or other provider of health care services, 

drugs, or other health care needs and supplies. 

(3) The commissioner may, after notice and hearing, 

require removal of a trustee or prohibit the trustee from 

employing or retaining or continuing to employ or retain a 

person in the administration of the trust fund or 
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self-funded plan if he finds that continuation of the 

trustee or the employment or retention involves a conflict 

of interest not in the best interests of the self-funded 

plan or adversely affecting interests of beneficiaries, 

NEW SECTION. Section 17. Political contributions 

prohibited. A trustee may not make or knowingly permit the 

making, directly or indirectly, of a political contribution 

by or from a trust fund. 

NEW SECTION. Section 18. Recovery of depleted funds. 

If, after notice and hearing, the commissioner finds that a 

trust fund has been depleted by reason of a wrongful or 

negligent act or omission of a trustee or any other person, 

he shall transmit a copy of his findings to the attorney 

general or the proper prosecuting attorney, who, for the 

recovery of the amount of the depletion and for the benefit 

of the trust fund, may: 

(1) bring an action in the name of the people of this 

state; or 

(2) intervene in an action brought by or on behalf of 

an employer or beneficiary. 

NEW SECTION. Section 19. Termination of registration. 

(1) The commissioner shall terminate the registration of 

self-funded plan: 

(a) upon written request of the trustee; or 

a 

(b) if he finds, after an examination, that the trust 
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fund is insolvent. 

( 2) The commissioner may terminate the registration of 

a self-funded plan: 

(a) for violation of [sections 1 through %4 26]; 

(b) for failure of the trustee to file the annual 

statement with the commissioner as required by [section 12] 

and pay the eax FEE at the same time as required by [section 

13); or 

(c) if he finds, after an examination of the trust 

fund and the self-funded plan, that: 

( i) the self-funded plan no longer meets the 

qualifications required by (section 5 I and that the 

deficiency will not be remedied within a reasonable time; 

(ii) as a matter of frequent practice, the benefits 

promised by the self-funded plan are not being fairly and 

promptly paid; 

(iii) the cost of administering the self-funded plan is 

excessive in relation to the character and volume of service 

being rendered in the administration; or 

(iv} the trust fund has been subject to fraudulent or 

dishonest practices on the part of the trustee, the 

administrdtor, the consultant, a participating employer, or 

a beneficiary .. 

(3} The commissioner shall terminate the registration 

of a self-funded plan by his written order given to the 
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trustee of record and to each employer of record 

participating in the self-funded plan. The order must state 

the grounds upon which it is made and its effective date. 

The order is subject to judicial review as provided in 

33-1-711. 

NEW SECTION. Section 20. Liquidation of trust fund. 

{l) When the administration of a trust fund terminates, the 

trustee shall liquidate the self-funded plan. 

{2) The trustee shall liquidate the 

under a written plan of liquidation 

commissioner, found by the commissioner 

self-funded plan 

filed with the 

to be fair and 

equitable to all persons having a pecuniary interest in the 

trust fund, and approved by him. The trustee shall dispose 

of any balance remaining after payment of or adequate 

provision for all claims and charges against the trust fund 

in the manner provided for in the plan of liquidation. 

Unless the plan of liquidation provides that a financially 

responsible person assumes liability for all unpaid claims 

and obligations of the trust fund, the existence of surplus 

funds for the liquidation may not b~ determined until 2 

years after the registration terminates. 

(3) After the commissioner approves the plan of 

liquidation of an insolvent trust fund, the plan is binding 

upon all persons who have a pecuniary interest in the trust 

fund. Pending the effectuation of the plan of liquidation of 
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an insolvent trust tund, the commissioner may 

prohibitions or restrictions upon disbursements or 

trust fund money that he considers advisable 

protection of all interested persons. 

impose 

use of 

for the 

(4) The commissioner shall liquidate the trust fund 

under the applicable provisions of Title 33, chapter 2, part 

13. The trust fund is considered to be an insolvent domestic 

insurer if: 

(a) the trust fund is insolvent and the trustee does 

not file, within 60 days after the self-funded plan 

terminates, a written plan of liquidation of the trust fund 

that is satisfactory to the commissioner as being fa~r and 

equitable~ or 

(b) it is a solvent trust fund but it is not being 

liquidated according to the plan of liquidation that the 

commissioner has approved. 

NEW SECTION. Section 21. Rules. 

make reasonable rules necessary to 

effectuate (sections 1 through r4 ~]. 

The commissioner may 

or as an aid to 

NEW SECTION. Section 22. Other provisions applicable. 

The following chapters, parts, and provisions of this title 

apply to a self-funded plan to the extent applicable and not 

in conflict with [sections 1 through ~4 26]: 33-2-708, 

33-2-818, and Title 33, chapters 1, 15, 17 through 19, and 

22. For purposes of 33-2-708, 33-2-818, and Title 33, 
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chapters 1, 15, 17 through 19, and 22, a self-funded plan is 

considered to be an insurer. 

NEW SECTION. Section 23. Penalties. (1) A person who 

willfully violates or causes or induces a violation of 

[sections through ~4 26] or a rule implementing a 

provision of {sections 1 through i4 26] is subject to a 

penalty as provided in subsection [4). 

(2) A person who makes a false statement or 

representation of a material fact, knowing it to be false, 

or who knowingly fails to disclose a material fact in an 

application 1 examination, or statement required under 

{sections 1 through i4 ~] or a rule implementing [sections 

1 through ~~ 26] is subject to a penalty as provided in 

subsection ( 4) . 

(3} A person who makes a false entry in a book, 

record, statement, or report required under [sections 1 

t'_.-:rough r4 __?_§_] with the intent to injure or defraud the 

trust fund or a beneficiary thereunder or to deceive a 

person authorized or entitled to examine the affairs of the 

self-funded plan is subject to pe~alty as provided 1n 

subsection ( 4). 

(4) An offender, upon conviction for each violation~ 

act, or omission referred to in this section, unless a 

greater penalty is provided for the violation under any 

other applicable law, shall be fined not more than $1,000 or 
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be imprisoned for a term not to exceed 1 year, or both. 

NEW SECTION. Section 24. Coverage from moment of 

birth complications of pregnancy. (l) Every self-funded 

plan issued or amended on or after [the effective date of 

this act J must contain a provision granting immediate 

accident and sickness coverage, from and after the moment of 

birth, to each newborn infant of an insu~ed. A self-funded 

plan may not be issued or amended in this state if it 

contains a disclaimer, waiver, or other limitation of 

coverage relative to the coverage or insurability of a 

newborn infant of an insured from and after the 

birth. 

( 2) A self-funded plan that provides 

benefits continuously from conception may not 

moment of 

maternity 

be issued, 

amended, delivered, or renewed in this state if it contains 

an exclusion, reduction, or other limitation as to coverage, 

deductibles, or coinsurance provisions as to involuntary 

complications of pregnancy unless the provisions apply 

generally to all benefits paid under the self-funded plan. 

It a fixed amount is specified in a self-fuoded plan for 

surgery, the fixed amount for surgical procedures involving 

an involuntary complication of pr~gnan<..:y must be 

commensurate with other fixed amounts payable for procedures 

of comparable difficulty and severity. If a fixed amount is 

payable for maternity benefits, an involuntary complication 
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of pregnancy is considered to be an illness and entitled to 

benefits otherwise provided by the self-funded plan. If the 

self-funded plan contains a maternity deductible, the 

maternity deductible applies only to expenses resulting from 

normal delivery and cesarean section delivery; however, 

expenses for cesarean section delivery in excess of the 

deductible must be treated as expenses for any other illness 

under the self-funded plan. For purposes of this subsection, 

"involuntary complication of pregnancy" includes but is not 

limited to puerperal infection, eclampsia, cesarean section 

delivery, ectopic pregnancy, and toxemia. 

(3) Subsection (2) applies to each self-funded plan in 

this state except a self-funded plan made subject to an 

applicable collective bargaining agteernent in effect before 

January 1, 1990. 

(4} Each self-funded plan that provides maternity 

benefits continuously from conception and that is issued, 

amended, delivered, or renewed in this state on or after 

January 1, 1990, is construed to comply with this section. A 

provision in a self-funded plan that conflicts with this 

section has no force or effect. 

NEW SECTION. SECTION 25. CHOICE OF DENTAL PLAN 

PROVIDERS. A SELF-FUNDED PLAN ISSUED OR AMENDED ON OR AFTER 

[THE EFFECTIVE DATE OF THIS ACT] THAT COVERS A DENTAL CARE 

ASSISTANCE PLAN AND RESTRICTS THE COVERED PERSONS IN THE 
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SELECTION OF THE PROVIDERS OF DENTAL SERVICES TO A SINGLE 

PROVIDER OR GROUP OF PROVIDERS MUST OFFER AN ALTERNATIVE 

DENTAL CARE ASSISTANCE PLAN THAT PERMITS THE COVERED PERSONS 

TO OBTAIN DENTAL CARE SERVICES FROM ANY LICENSED DENTAL CARE 

PROVIDER OF THEIR CHOICE. THE PORTION OF THE PREMIUM PAID BY 

THE EMPLOYER FOR THE LIMITING PLAN MUST BE COMPARABLE TO BUT 

NOT GREATER THAN THE PORTION OF THE PREMIUM PAID BY THE 

EMPLOYER FOR THE ALTERNATIVE PLAN. 

NEW SECTION. SECTION 26. USE OF BENEFIT TRUST FUNDS. 

ANY BENEFIT TRUST ESTABLISHED BY OR FOR A S~'ATE POLITICAL 

SUBDIVISION OR POOL OF SUBDIVISIONS MUST BE USED EXCLUSIVELY 

TO PROVIDE BENEFITS TO TROST BENEFICIARIES. 

Section 27. Section 33-1-102, MCA, is amended to read: 

"33-1-102. Compliance requi~ed -- exceptions -- health 

service corporations -- health maintenance organizations 

governmental insu~ance programs. (1} No person shall 

transact a business of insurance in Montana or relative to a 

subject resident, located, or to be performed in Montana 

without complying with the applicable provisions of this 

code. 

(2) No provision of this code shall apply with respect 

to: 

(a) domestic farm mutual insurers as identified in 

chapter 4, except as stated in chapter 4; 

(b) domestic benevolent associations as identified in 
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chapter 6, except as stated in chapter 6; and 

(C) fraternal benefit societies, except as 

chapter 7. 

stated in 

(3) This code applies to health service corporations 

33-30-102. The existence of such as prescribed in 

corporations is governed by Title 35, chapter 2, and related 

sections of the Montana Code Annotated. 

14) This 

organizations 

operations of 

31. 

code does not 

to the extent 

apply to health maintenance 

that the existence and 

such organizations are authorized by chapter 

(5) This code does not apply to workers' compensation 

insurance programs provided for in Title 39, chapter 71, 

parts 21 and 23, and related sections. 

(6) This code does not apply to the state employee 

group insurance program established in Title 2, chapter 18, 

part a. 

(7) This code does not apply to insurance funded 

through the state self-insurance reserve fund provided for 

in 2-9-202. 

(8) tat-T~is Except as provided in ]sections 1 through 

~• 26], this code does not apply to~ 

~ any arrangement, plan, or 

between political subdivisions of 

interlocal agreement 

this state whereby the 

political subdivisions undertake to separately or jointly 
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indemnify one another by way of a pooling, joint retention, 

deductible, or self-insurance plan•: or 

(b) This-eode-dee~-fte~-appiy-te-afty-a~~aft9emeftt,-~%a"7 

o~-inte~ioea±-ag~eemeftt-be~weeft--po~it±eai--s~bd±vis±ons--eE 

th±~--state-o~ any arrangement, plan, or program of a single 

political subdivision of this state whereby the political 

subdivision provides to its officers, elected officials, or 

employees disability insurance or life insurance through a 

self-funded program. 

(9) THIS CODE DOES NOT APPLY TO THE BOARD OF REGENTS' 

GROUP INSURANCE PROGRAM AUTHORIZED UNDER 2-18-702 FOR THE 

BENEFIT OF EMPLOYEES OF THE UNIVERSITY SYSTEM AND THEIR 

DEPENDENTS." 

Section 28. Section 33-2-708, MCA, is amended LO read: 

"33-2-708. Fees and licenses. (1) The commissioner 

shall collect in advance and the persons so served shall so 

pay to the commissioner the following fees and licenses: 

(a) certificates of authority: 

(i) for filing applications for original certificates 

ot duthur ity, articles of incorporation {except vriginal 

articles of incorporation of domestic insurers as provided 

in subsection (b) below} and other charter documents, 

bylaws, financial statement, examination report, power of 

attorney to the commissioner, and all other documents and 

filings required in connection with such application and for 
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issuance of an original certificate of authority, if issued: 

(A) domestic insurers ..••................... S 300.00 

(B) foreign insurers •.••..•....•...........•• 300.00 

(ii) annual continuation of certificate at authority .. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . • . • . •. • . • . . . . . . . . . . . • . . . . 300.00 

(iii) reinstatement of certificate of authorlty 

(iv) amendment of certificate of authority .... 

(b) articles of incorporation: 

25.00 

50.00 

(i) filing original articles of incorporation of 

domestic insurer, exclusive of fees required to be paid by 

the corporation to the secretary of state ..•....... 20.00 

(ii) filing amendment of articles of incorporation, 

domestic and foreign insurers, exclusive of fees required to 

be paid to the Secretary of state by a domestic corporation 

25.00 

(c) filing bylaws or amendment thereto where required 

. . • . . . . • . . . . . . . . • • . • • . • • . . . . . . . . . . • • . • • • . . . . . . . • • • . 10.00 

(d) filing annual statement of insurer, other than as 

part of application for original certificate of authority 

. . . . . . . . . . . . . • . . • . . • • . . . • . . . . . . . . . . . . . • . . . . . . . • . . . . . 25.00 

(e) resident agent's license: 

(i) application for original license, including 

issuance of license, if issued (life and/or disability) 

. . . . . . . . . • • . . . . . . . . • • . . . . . . • . . . . • • . • . . . . . . . . . . . . . . . . 15.00 
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{ii) application for original license, including 

issuance of license, if issued {other than life and/or 

disability) • . . .. . •• . . . . . • . . . . . . . •• . . . . . . . . . . . . . . . . . 15.00 

(ili) appointment of agent, each insurer ..... . 

(iv) annual renewal, each insurer ......•.•.... 

10.00 

10.00 

(v) temporary license . •• . . . . . . . . . . . . . . . . . . . . . 10.00 

(vi) amendment of license (excluding additions thereto) 

or reissuance of master license .•..••.....••....... 10.00 

(f) nonresident agent's license: 

(i) application for original license, including 

issuance of license, if issued (life and/or disability) 

100.00 

(ii) application for original license, including 

issuance of license, if issued (other than life and/or 

disability) . . . . . . . . . . . . • . . . . • . . . . . . . . . . . . . . . . . . . . . . 100.00 

(iii) appointment of agent, each insurer ..... . 10.00 

{iv) annual renewal, each insurer ............. 10.00 

(v) amendment of license (excluding additions thereto} 

or reissuance of master license 

(g) solicitor's license: 

(i) application for original license, 

issuance of license, if issued ................... . 

(ii) annual renewal of license 

(iii) appointment of solicitor 

10.00 

including 

15.00 

15.00 

10.00 

(h) examination for license as agent or solicitor, 
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each examination •••••••.••••••...•... 

(i) surplus lines agent license: 

(i) application for original license and for 

of license, if issued 

{ii) annual renewal of license 

(j) adjuster's license: 

15.00 

issuance 

50.00 

50.00 

(i) application for original license and for issuance 

of license, if issued 

(ii) annual renewal of license 

15.00 

15.00 

(k) insurance vending machine license, each machine, 

each year 10.00 

(1) commissioner's certificate under seal (except when 

on certificates of authority or licenses) 10.00 

(m) copies of documents on file in the commissioner's 

office, per page .so 
(n) policy forms: 

(i) filing each policy form •••..•.•........•. 25.00 

(ii) filing each application, rider, endo[sement, 

amendment, insert page, schedule of rates, and clarification 

of risks ...................•••.•............ · · · · · · · 10.00 

(iii) maximum charge if policy and all forms submitted 

at one time or resubmitted for approval within 180 days .•.. 

100.00 

(a) self-funded plans: 

{i) filing application for registration 25.00 
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(ii) filing annual statement of trust fund .... 25.00 

(2) WHEN THE ANNUAL STATEMENT REFERRED TO IN 

SUBSECTION (l)(O)(II) IS FILED WITH THE COMMISSIONER, EACH 

REGISTERED SELF-FUNDED PLAN MUST PAY A FEE TO THE 

COMMISSIONER OF 14 CENTS A MONTH PER EMPLOYEE COVERED BY THE 

SELF-FUNDED PLAN DURING THE FISCAL YEAR OF THE ANNUAL 

STATEMENT. 

ti!till The commissioner shall promptly deposit with 

the state treasurer to the credit of the general fund of 

this state all fines and penalties, those amounts received 

pursuant to 33-2-311, 33-2-705, and 33-2-706, and any fees 

and examination and miscellaneous charges received pursuant 

to Title 33, chapter 11, part 1, that are collected by him 

pursuant to Title 33 and the rules adopted thereunder. 

t3till All fees are considered fully earned when 

received. In the event of overpayment, only those amounts in 

excess of $10 will be refunded. 

t47~ All fees and examination and miscellaneous 

charges, except fines or penalties or those amounts received 

pursuant to 33-2-311, 33-2-705, or 33-2-706, collected by 

the commissioner pursuant to Title 33 and the rules adopted 

thereunder must be deposited in the insurance regulatory 

trust account pursuant to 17-2-121 through 17-2-123.'' 

NEW SECTION. Section 29. Extension of authority. Any 

existing authority to make rules on thP subject of the 
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1 provisions of [this act] is extended to the provisions of 

2 [this act]. 

3 NEW SECTION. Section 30. Codification instruction. 

4 ill [Sections 1 through i4 25] are intended to be codified 

5 as an integral part of Title 33 and the provisions of Title 

6 33 apply to [sections l through i4 25]. 

7 (2) [SECTION 26] IS INTENDED TO BE CODIFIED AS AN 

B INTEGRAL PART OF TITLE 39, CHAPTER 2, AND THE PROVISIONS OF 

9 TITLE 39, CHAPTER 2, APPLY TO [SECTION 26]. 

10 NEW SECTION. Section 31. Applicability. [Sections 1 

11 through i4 26] apply to each self-funded plan and trust fund 

12 operating in this state on (the effective date of this act}. 

13 NEW SECTION. Section 32. Effective date. [This act] 

14 is effective on passage and approval. 

15 NEW SECTION. SECTION 33. TERMINATION DATE. [THIS ACT] 

16 TERMINATES ON JUNE 30, 1991. 

-End-
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