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BILL ¥O. 7°/4

INTRODUCED BY

PP MR A/P
Algg i tee Vil
ACT REQUIRING THE &S TE
W R ' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS'

COMPENSATION INSURERS TO ALLOW AN EMPLOYER THE OFTION OF
INCLUDING A MEDICAL DEDUCTIBLE TERM 1IN ANY WORKERS'
COMPENSATION POLICY; PROVIDING THAT BENEFITS PAID UNDER A
MEDICAL DEDUCTIBLE TERM MRY NOT BE INCLUDED BY THE STATE
WORKERS'" COMPENSATION INSURANCE FUND FOR THE PURPOSE OF
SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION

39-71-2304, MCA; AND PROVIDING AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. Deductible option For medical
benefits. (i) In order to lower the amount an employer is
required to pay to obtain workers' compensation insurance
coverage under this chapter, a workers' compensation policy
issued by the state compensation insurance fund under plan
No. 3 or by a private insurer under plan No. 2 may offer a
deductible for the medical, hospital, and related services
allowed under 39-71-704. The medical deductible must be in
the amount of §$500 per claim.

{2y If the insured employer chooses to offer a medical

deductible, the insured employer is liable for the amount of
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the deductible for the medical benefits paid for each
otherwise compensable claim of work injury suffered by an
employee.

(3) The insured employer may:

{a) pay the deductible amount of covered medical
benefits directly to the provider of medical or related
services; or

{b) contract with the insurer to have the insurer pay
the entire cost of the covered medical benefits directly to
the provider of medical or related services and then seek
reimbursement from the insured employer for the deductible
amount.

(4) 1If the insured employer does not pay the
deductible amount directly to the medical provider orc
reimburse the insurer for an amount the insurer has paid out
on behalf of the insured employer under the medical
deductible, the insurer shall pay the compensable medical
claim and seek recovery from the insured employer for the
amount paid out under the medical deductible.

{5) If an insured employer who has contracted with an
insurer for a medical deductible does not pay the medical
deductible amount either directly to the medical provider cor
to the insurer through reimbursement, the amount paid by the
insurer on the claim may be included as benefits paid in a

determination of the insured employer's rate.

-2~ INTRODUCED BILL
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Section 2. section 39-71-2304, MCA, is amended to
read:

"39-71-2304. Determination of rates and
classifications by division. (1) The division is-herehy
given-fuil-pewer-and-authority-to shall determine premium
rates and classifications as in its judgment and experience
may be necessary or expedienty. provided-that-ne However, a
change in the classification or rates prescribed sheii may
not be effective until 30 days after the date of the order
making suweh the change.

(2) The industrial insurance program shatl must be
neither more nor less than sgelf-supporting. Employments

affected by the provisions herecf-shail of this chapter must

be divided by the division into classes, whose rates may be
readjusted at sueh times as the division may actuarially
determine. Separate accounts =haii must be kept of the
amcounts ‘collected and expended in each class for actuarially

determining rates, but except that the money paid under the

medical deductible provided For in [section 1) may not be

included as an amount collected. However, for payment of

compensation and dividends, the industrial insurance
expendable trust fund sha}} must be one and indivisible,.

(3) The division shall determine the hazards of the
different classes of occupations or industries and fix the

premiums therefor for the classes at the lowest rate
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consistent with maintenance of an actuarially sound
industrial insurance fund and the <creation of actuarially
sound surplus and reserves, and for suech that purpose may
adopt a system of schedule rating in sueh a manner as to
take account of the peculiar hazard of each risk and shall
utilize the experience and information afforded to it. To

the extent that a hazard of a class or a peculiar hazard of

a particular risk is determined by benefits paid in regard

to the hazard, money paid under a medical deductible as

provided in {section 1] may not be included as benefits

paid.

(4) In addition, compensation plan No., 3 shail must
use an experience rating system for employers enrolled under
it. This system shati must reward employers with a better
than average safety recordsy and penalize employers with a
worse than average safety recordy and may provide for

premium volume discount., To the extent that an employer's

experience rating or safety record is based on benefits

paid, money paid under a medical deductible as provided in

[section 1] may not be included as benefits paid so as _to

penalize an  employer or otherwise harm or lower his

(5) The division in fixing rates shall provide for the
expenses of administering the industrial insurance

expendable trust fund allowed by law, the disbursements on

—4—
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account of injuries and deaths of employees in each class,
an actuarially sound catastrophe reserve, reserves
actuarially determined to meet anticipated and unexpected
losses, and awch any other reserves and surpius as may be
determined by the division. The amounts of suech the reserves
and surplus shatt must be as determined from time to time by
the division to be adequate but not excessive for the
purposes intended.

{(6) The division shall charge a minimum annual premium
on.each contract and policy 6f insurance sufficient toc cover

the cost of administering the contract or policy."

NEW SECTION. $Section 3. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of ([this act] is extended to the provisions of
[this act].

NEW SECTION. Section 4. codification instruction.
[Section 1] 1is intended to be codified as an integral part
of Title 39, chapter 71, part 4, and the provisions of Title
39, chapter 71, part 4, apply to [section 1lj.

NEW SECTICN. Section 5. applicability. {This act]
applies to workers' compensation policies issued after
September 30, 1989, unless an employer and insurer agree to
renegotliate a workers' compensation policy in effect on [the
effective date of this act] to inciude a term allowing for a

medical deductible.
-End-
_5_



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB315, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:
Senate Bill 315 requires the State Workers' Compensation Insurance fund and private workers' compensation insurers
to allow an employer the option of including a medical deductible term in any workers' compensation policy;

providing that benefits paid under a medical deductible term may not be included by the State Workers' Coﬁpensation
Insurance Fund for the purpose of setting an employer's insurance rate.

ASSUMPTIONS:

1. The computer system must be able to determine when an employer must be billed for reimbursement (recognize
when the $500 minimum has not been satisfied).

2. The system must be able to bill for medical paid against the deductible and receipt payment of reimbursement

from the employer. This billing process will also evaluate the employer's account for delinquency:
- billings for reimbursement will be on the same form as billings for premium.
- billings for reimbursement will be assigned a reasonable due date in the same manner as premiums.

- payments received (income) will continue to be applied to the emplover's account based on the oldest
due date regardless of type of bill.

- reimbursement payments not received timely will be referred for cocllection and noticing will take
place but policy cancellation will not take place for nonpayment.
non payment of the claim deductible will be grounds for reassignment of policy type on the following

quarter.
3. The system must be able to reimburse the employer for payments made out of pocket against the medical
deductible.
4, The system must be able to identify by employer, classification, and claim summary amounts paid and billed

against the deductible.
5 The system must be able to bill a different rate for the deductible option than the non-deductible option.
6. The system will need additional on-line inquiry and batch processing to track and respond to employers.
7 This bill will require the development of an alternative "deductible" rate for each classification code,
therebv requiring an actuarial study and rate development process change.

8. 10,000 policyholders will request a deductible option.

9. The State Compensation Insurance Fund will be required to notify its policyholders and change its forms,
instructions, letters, etc.

10, This bill will require the addition of two FTE's (grades 10 and 7) in the policy services section and one
FTE (grade 8) in the accounting section to respond to questions, process applications and track deductible
amounts.

Z I AL 2/5/g5

Y/SHACKLEFORD/ BUDGET DIRECTOR - DATE PAUL RAPP-SVRCEK, PRIMARY SPONSOR DATE

ICE OF BUDGET AND PROGRAM PLANNING
Fiscal Note for SB315, as introduced

SB 35




Fiscal Note Request SB315 as introduced

Form BD-15
Page 2

FISCAL IMPACT:

Current
Expenditures: Law

Personal Services $5,215,697
Operating Services 3,138,047
202,911

Capital Outlay
Local Assistance, Grants

Benefits & Claims 528,442
439,815
$9,525,912

Transfers
TOTAL EXPENDITURES

FY90
Proposed
Law
$5,266,744
1,262,307
214,911

529,442

439,815
$9,713,219

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

Difference

$ 51,047
124,260
12,000

-0-
-0~

$187,307

Current
Law
$5,226,735
3,139,044
125,784

511,999

441,165
59,444,727

FY91
Proposed
__Law_ Difference
$5,277,782 $ 51,047
3,171,044 32,000
125,784 -0-
511,999 -0-
441,165 -0-
$9,527,774 $ 83,047

The additional staff required for this bill and the computer system enhancements will be ongoing costs.

TECHNICAL NOTES;:

The changes to computer programs cannot be accomplished by September 30, 1989,

SB 3/5
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SB 0315/02
APPROVED BY COMMITTEE

ON LABOR & EMPLOYMENT
RELATIONS

SENATE BILL NO. 315
INTRODUCED BY RAPP-SVRCEK, SMITH, OWENS, BECK, B. BROWN,
ELLIOTT, STANG, HARP, MERCER, MARKS, THAYER, WILLIAMS,

VAUGHN, DARKQ, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING THE STATE
WORKERS' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS'
COMPENSATION INSURERS TO ALLOW AN EMFLOYER THE OPFTION OF
INCLUDING A MEDICAL DEDUCTIBLE TERM 1IN ANY WORKERS'
COMPENSATION POLICY; PROVIDING THAT BENEFITS PAID UNDER A
MEDICAL DEDUCTIBLE TERM MAY NOT BE INCLUDED BY THE STATE
WORKERS' COMPENSATION INSURANCE FUND FOR THE FPURPOSE OF
SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION

39~71-2304, MCA; AND PROVIDING AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. bpeductible option for medical
benefits. (1) In order to lower the amount an employer is
required to pay to obtain workers' compensation insurance
coverage under this chapter, a workers' compensation policy
issued by the state compensation insurance fund under plan
Ho. 3 or by a private insurer under plan No. 2 may offer a
deductible for the medical, hospital, and related services
allowed under 39-71-704. The medical deductible must be in

the-amount-c£-$588 OFFERED IN AMOUNTS OF §500 INCREMENTS, UP
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TO A TOTAL OF §$2,500 per claim.

({2) If the insured employer chooses to offer a medical
deductible, the insured employer is liable for the amount of
the deductible for the medical benefits paid for each
otherwise compensable claim of work injury suffered by an
employee.

(3) The insured employer may: SHALL

tay--pay--cthe-—-dednecibte--amount--of--covered--medical
benefita-directiy-to-the--provider—-ef--medicar--or--retated
sefvicear-or

tb} contract with the insurer to have the insurer pay
the entire cost of the covered medical benefits directly to
the provider of medical or related services and then seek
reimbursement from the insured employer for the deductible

amount. THE INSURER IS ENTITLED TO REIMBURSEMENT ONLY FOR

MEDICAL, HOSPITAL, AND RELATED SERVICES ALLOWED UNDER

39-71-704, UF TO THE AMOUNT OF THE DEDUCTIBLE.

t4}-—-#f-—-the---insured---empioyer--does—-not--pay--the
dednectible-—amount—-directiy--te--the--medicat--provider--or
reimburse-the-insurer-for-an-amount-the-insurer-has-patd-eut
en---behaif--ef--the--insured —-empioyer--under--the--medieal
deductibier-the-insurer-shati-pay--the--compensable--mediecat
claim--and--seek--recovery-£from-the-tnsared-emptoyer-for-the
ameunt-patd-eunt-under-the-medieat-deduetibies

+5+{4) If an insured employer who has contracted with

-2- SB 318
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an insurer for a medical deductible does not pay the medical
deductible amount either directly to the medical provider or
to the insurer through reimbursement, the amount paid by the
insurer on the claim may be included as benefits paid in a
determination of the insured employeéer's rate.

Section 2. section 39-71-2304, MCA, is amended to
read:

"39-71-2304, Determination of rates and
classifications by division, (1) The division ts-kerehy
gitven-£full-power-and-autherity-te sghall determine premium
rates and classifications as in its judgment and experience
may be necessary or expedienty. previded-that-ne However, a
change in the classification or rates prescribed shat: may
not be effective until 30 days after the date of the order
making aswen the change,

{(2) The ipdustrial insurance program shatt must be
neither more nor less than self-supporting. Employments

affected by the provisicons Mereof-shatt of this chapter must

be divided by the division into classes, whose rates may be
readjusted at sueh times as the division may actuarially
determine. Separate accounts shatt must be kept of the
amounts collected and expended in each class for actuarially

determining rates, but except that the meoney paid under the

medical deductible provided for in [section 1] may not be

included as an_amount collected, However, for payment of

3= SB 315
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compensation and dividends, the industrial insurance
expendable trust fund shai} must be one and indivisible.

{3} The division shall determine the hazards of the
different classes of occupations or industries and fix the

premiums eherefsr for the classes at the lowest rate

consistent with maintenance of an actuarially sound
industrial insurance fund and the c¢reation of actuarially
sound surplus and reserves, and for such that purpose may
adopt a system of schedule rating in sueh a manner as to
take account of the peculiar hazard of each risk and shall
utilize the experience and information afforded to it. To

the extent that a hazard of a class or a peculiar hazard of

a particular risk is determined by benefits paid in regard

te the hazard, money paid under a medical deductible as

provided in [section 1} may not be included as benefits

paid.
(4) In addition, compensation plan No. 3 shat: must
use an experience rating system for employers enrolled under

it. This system shati must reward employers with a better

than average safety records and penalize employers with a
worse than average safety recordy and may provide for

premium volume discount. To the extent that an employer's

experience rating or safety record is based on benefits

paid, money paid under a medical deductible as provided in

[section 1] may neot be included as benefits paid so as to

-4~ 3B 315
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penalize an employer or otherwise harm or lower his

experience rating.

{5) The division in fixing rates shall provide for the
expenses of administering the industrial insurance
expendable trust fund allowed by law, the disbursements on
account of injuries and deaths of employees in each class,
an actuarially sound catastrophe reserve, reserves
actuarially determined to meet anticipated and unexpected
losses, and such any other reserves and surplus as may be
determined by the division, The amounts of sueh the reserves
and surplus shal® must be as determined from time to time by
the division to be adequate but not excessive for the
purposes intended.

{(6) The division shall charge a minimum annual premium
on each contract and policy of insurance sufficient to cover
the cost of administering the contract or policy.”

NEW SECTION. Section 3. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of
[this act].

NEW SECTION. Section 4. Codification instruction.
[Section 1)} 1is intended to be codified as an integral part
of Title 39, chapter 71, part 4, and the provisions of Title
39, chapter 71, part 4, apply to [section 1].

NEW SECTION. Section 5. applicability. {This act]

-5- SB 315
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applies to workers' compensation policies issued after
September 30, 1989, unless an employer and insurer agree to
renegotiate a workers' compensation policy in effect on [the
effective date of this act] to include a term allowing for a

medical deductible. -

-End-

-6- SB 315
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SENATE BILL NO. 315
INTRODUCED BY RAPP-SVRCEK, SMITH, OWENS, BECK, B. BROWN,
ELLIOTT, STANG, HARP, MERCER, MARKS, THAYER, WILLIAMS,

VAUGHN, DARKO, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: “AN ACT REQUIRING THE STATE
WORKERS' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS'
COMPENSATION INSURERS TO ALLOW AN EMPLOYER THE OPTION OF
INCLUDING A MEDICAL DEDUCTIBLE TERM IN ANY WORKERS'
COMPENSATION POLICY; PROVIDING THAT BENEFITS PAID UNDER A
MEDICAL DEDUCTIBLE TERM MAY NOT BE INCLUDED BY THE STATE
WORKERS' CCOMPENSATION INSURANCE FUND FOR THE PURPOSE OF
SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION

39-71-2304, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Deductible option for medical
benefits. {1) In order to lower the amount an employer is
required to pay to obtain workers' compensation insurance
coverage under this chapter, a workers' compensation policy
issued by the state compensation insurance fund under plan
No. 3 or by a private insurer under plan No. 2 may offer a
deductible for the medical, hospital, and related services
allowed under 39-71-704. The medical deductible must be in

the-amount-of-5508 OFFERED IN AMOUNTS OF $500 INCREMENTS, UP
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TO A TOTAL OF $2,500 per claim.

(2) If the insured employer chooses to offer a medical
deductible, the insured employer is liable for the amount of
the deductible for the medical benefits paid for each
otherwise compensable claim of work injury suffered by an
employee.

{3} The insured employer may: SHALL

tay--pay—-the--deductibte--amount--of--covered--medicat
benefita-divrectiy-to-the--provider—-of--medicat--or--reiated
servicesr-or

t®y contract with the insurer to have the insurer pay
the entire cost of the covered medical benefits directly to
the provider of medical or related services and then seek
reimbursement from the insured employer for the deductible

amount. THE INSURER IS ENTITLED TQO REIMBURSEMENT CNLY FOR

MEDICAL, HOSPITAL, AND RELATED SERVICES ALLOWED UNDER

39-71-704, UP TO THE AMOUNT OF THE DEDUCTIBLE.

t4)}--if---the-—-insured---employer—-dees--not--pay--the
deduetible-—ameunt--directtiy--to--the--medicat--provider—-or
teimburse-the-insurer-for-an-ameunt-the-insurer-has-paid-ont
on--—behatf--of--the--insured--empitoyer--under--the--mediecat
deductibief—the—insu;;f-shai}~pay—-the--compensabie-—mediea}
eitaim--and-—seek--recevery-from—the-insured-employer-for-the
amoune-paid-out-under-the-medicat-deductibler

+53(4) If an insured employer who has contracted with

-2- SR 315
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an insurer for a medical deductible does not pay the medical
deductible amount either directly to the medical provider or
to the insurer through reimbursement, the amount paid by the
insurer on the claim may be included as benefits paid in a
determination of the insured employer's rate.

Section 2. Section 39-71-2304, MCA, is amended to
read:

"39-71-2304. Determination aof rates and
classifications by division. (1) The division ts-hereby
given-full-power-and-authority-te shall determine premium
rates and classifications as in its judgment and experience
may be necessary or expedientj. provided-thmt-no However, a
change in the classification or rates prescribed shaii may
not be effective until 30 days after the date of the order
making sweh the change.

(2) The industrial insurance program shatt must be
neither more nor 1less than self-supporting. Employments

affected by the provisions herecf-shaii of this chapter must

be divided by the division into classes, whose rates may be
readjusted at sueh times as the division may actuarially
determine. Separate accounts shait must be kept of the
amounts collected and expended in each class for actuarially

determining rates, but except that the money paid under the

medical deductible provided for in [section 1] may not he

included as an amount collected. However, for payment of

-3~ 5B 315
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compensation  and dividends, the industrial insurance
expendable trust fundaghaii must be one and indivisible.

(3) The division shall determine the hazards oFf the
different classes of occupations or industries and €ix the
premiums therefor for the classes at the lowest rate
consistent with maintenance of an actuarially sound
industrial insurance fund and the creation of actuarially
sound surplus and reserves, and for sueh that purpose may
adopt a system of schedule rating in sueh a manner as to
take account of the peculiar hazard of each risk and shall
utilize the experience and information afforded to it. To

the extent that a hazard of a class or a peculiar hazard of

a particular risk is determined by benefits paid in regard

to the hazard, money paid under a medical deductible as

provided in [section 1) may not be included as benefits

paid.

(4) In addition, compensation plan No. 3 shati must
use an experience rating system for employers enrolled under
it. This system sha}} must reward employers with a better
than average safety records and penalize employers with a
worse than average safety recordy and may provide for

premium volume discount. To the extent that an empioyer's

experience rating or safety record is based on benefits

paid, wmoney paid under a medical deductible as provided in

[section 1] may not be included as benefits paid so as to

~-4- SB 315
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penalize an employer or otherwise harm or Jlower his

experience rating.

{5) The division in fixing rates shall provide for the
expenses  of administering the industrial insurance
expendable trust fund allowed by law, the disbursements on
account of injuries and deaths of employees in each class,
an actuarially sound catastrophe reserve, reserves
actuarially determined to meet anticipated and unexpected
losses, and suech any other reserves and surplus as may be
determined by the division. The amounts of such the reserves
and surplus shatl must be as determined from time to time by
the division to be adeguate but not excessive for che
purposes intended.

(6) The division shall charge a minimum annual premium
on each contract and pelicy of insurance sufficient to cover
the cost of administering the contract or policy.”

KREW SECTION. Section 3. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of {this act] is extended to the provisions of
[this act}].

NEW SECTION. Section 4. Codification instruction.
{Section 1] 1is intended to be codified as an integral part
of Title 39, chapter 71, part 4, and the provisions of Title
39, chapter 71, part 4, apply to [section 1].

NEW SECTION. Section 5. aApplicability. [This  act]

-5- SB 315
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applies to workers' compensation policies issued after
September 30, 1389, unless an employer and insurer agree to
reneqotiate a workers' compensation policy in effect on {the
effective date of this act] to include a term allowing for a

medical deductible.

~End-
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SENATE BILL NO. 315
INTRODUCED BY RAPP-SVRCEK, SMITH, OWENS, BECK, B, BROWN,
ELLIOTT, STANG, HARF, MERCER, MARKS, THAYER, WILLIAMS,

VAUGHN, DARKO, VAN VALKENBURG

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING THE STATE
WORKERS' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS'
COMPENSATION INSURERS TO ALLOW AN EMPLOYER THE OPTION OF
INCLUDING A MEDICAL DEDUCTIBLE TERM 1IN ANY WORKERS'
COMPENSATION POLICY; PROVIDING THAT BENEFITS PAID UNDER A
MEDICAL DEDUCTIBLE TERM MAY NOT BE INCLUDED BY THE STATE
WORKERS' COMPENSATION INSURANCE FUND FOR THE PURPOSE OF
SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION

39-71-2304, MCA; AND PROVIDING AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. peductible option for medical
benefits. (1) In order to lower the amount an employer is
required to pay to obtain workers' compensation insurance
coverage under this chapter, a workers' compensation policy
issued by the state compensation insurance fund under plan
No. 3 or by a private insurer under plan No. 2 may offer a
deductible for the medical. hospital, and related services
allowed under 39-71-704. The medical deductible must be in

the-amount-0£-9508 QFFERED IN AMOUNTS OF $500 INCREMENTS, UP

l%%égm(umﬂh.&mﬂ
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TO A TOTAL OF $2,500 per claim,

' (2) If the insured employer chooses to offer a medical
deductible, the insured employer is liable for the amount of
the deductible for the medical benefits paid for each
otherwise compensable claim of work injury suffered by an
employee.

(3) The insured employer may: SHALL

ta)--pay-—the--deductible-—-amount--of--covered--medicat
benefita-direetiy-to-the--provider—-af—-medicat--or--related
services;-or

+»¥ contract with the insurer to have the insurer pay
the entire cost of the covered medical benefits directly to
the provider of medical or related services and then seek
reimbursement from the insured employer for the deductible

amount. THE INSURER IS ENTITLED TO REIMBURSEMENT ONLY FOR

MEDICAL, HOSPITAL, AND RELATED SERVICES ALLOWED UNDER

39-71-704, UP TO THE AMOUNT OF THE DEDUCTIBLE.

t4y--1f-——-the---insnred---employer--doss——nat--pay--the
deduyctibie--ameunt--direetly--to--the--medical--provider—-or
reimburse-the~insurer-for-an-amount-the—-insurer—-has-paid-out
on-—-behatf--of--the--insured--emplayer--under--the--medical
deductibie;-the-insurer-sheli-pay--the--compensabie--medical
claim--and--seek-——-recovery-from-the-insured-empioyer-for-the
amount-patd-sut-under-the-medieat-deductibtes

¢5¥{4}) If an insured employer who has contracted with

-2~ SB 315
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an insurer for a medical deductible does not pay the medical
deductible amount either directly to the medical provider or
to the insurer through reimbursement, the amount paid by the
insurer on the claim may be included as benefits paid in a
determination of the insured employer's rate.

Section 2. Section 39-71-2304, MCA, is amended to
read:

“39-71-2304. Determination of rates and
classifications by division. (1) The division is-hereby
given-fuii-power-and-antherity-te shall determine premiun
rates and classifications as in its judgment and experience
may be necessary or‘expedient1l provided-that-no However, a
change in the classification or rates prescribed shaii may
aot be effective until 30 days after the date of the order
making such the change.

{2) The industrial insurance program shait must be
neither more nor less than self-supporting. Employments

affected by the provisions hereof-shail of this chapter must

be divided by the division into classes, whose rates may be
readjusted at suech times as the division may actuarially
determine. Separate accounts shai} must be kept of the
amounts collected and expended in each class Eor actuarially

determining rates, but except that the money paid under the

medical deductible provided for in [section 1] may not be

included as an amount collected. However, for payment of

-3- 5B 315
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compensation and dividends, the industrial Lpsurance
expendable trust fund shatl must be one and indivisible.

{3) The division shall determine the hazards of the
different classes of occupations or industries and fix the

premiums therefor for the classes at the lowest rate

consistent with maintenance of an actuarially sound
industrial insurance fund and the creation of actuarially
sound surplus and reserves, and for sueh that purpose may
adopt a system of schedule rating in sueh a manner as to
take account of the peculiar hazard of each risk and shall
utilize the experience and information afforded tao it. To

the extent that a hazard of a class or a peculiar hazard of

a particular risk is determined by benefits paid in regard

to the hazard, money paid under a medical deductible as

provided in {section 1] may naot be included as benefits

paid.

{4) In addition, compensation plan No. 3 shail must
use an experience rating system for employers enrolled under
it. This system shaii must reward employers with a better
than average safety record; and penalize employers with a
worse than average safety record; and may provide for

premium volume discount. To the extent that an employer's

experience rating or safety record is based on benefits

paid, wmoney paid under a medical deductible as provided in

[section 1] may nct be included as benefits paid so as_to

-4- 5B 315
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penalize an employer or otherwise harm or lower his

experience rating.

{5) The division in fixing rates shall provide for the
expenses of administering the industrial insurance
expendable trust fund allowed by law, the disbursements on
account of injuries and deaths of employees in each c¢lass,
an actuarially sound catastrophe reserve, reserves
actuarially determined to meet anticipated and unexpected
losses, and sueh any other reserves and surplus as may be
determined by the division. The amounts of such the reserves
and surplus shaii must be as determined from time to time by
the division to be adequate but not excessive for the
purposes intended.

{6) The division shall charge a minimum annual premium
on each contract and policy of insurance sufficient to cover
the cost of administering the contract or policy.*"

NEW SECTION. Section 3. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act],

NEW SECTION. Section 4. cCodification instruction.
[Section 1] 1is intended to be codified as an integral part
of Title 39, chapter 71, part 4, and the provisions of Title
39, chapter 71, part 4, apply to [section 1].

NEW SECTION. Section 5. applicability. [This act]

-5= 5B 315
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applies to workers' compensation policies issued after
September 30, 1989, unless an employer and insurer agree to
renegotiate a workers' compensation policy in etfect on [the
etffective date of this act] to include a term allowing for a

medical deductible,

-End-
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Free Conference Committee Report
on SB 315
Report No. 1, April 14, 1989

Mr President and Mr. Speaker:

We, your Free Conference Committee on SB 315 met and considered:

SB 315 {reference copy -- salmon) in its entirety
We recommend that SB 315 (reference copy ~-- salmon) be amended as
follows:

1. Title, line 6.

Following: "AN ACT"

Insert: "GENERALLY REVISING THE LAW RELATING TO WORKERS®
COMPENSATION; "

2. Title, line 14.
Following: "MCA;"
Insert: "CONTIGENTLY REPEALING CHAPTER 428, LAWS OF 1989;"

3. Page 3, line 2.
Strike: "either directly to the medical provider or"

4. Page 6.

Following: line 5

Insert: "NEW SECTION. Section 6. Contingent repealer. If Senate
Bill 405 is not passed and approved, Chapter 428, Laws of
1989, is repealed."”

And that this Free Conference Committee Report be adopted.

FOR THE SENATE FOR THE HOUSE

td

Rep. Driscoll, Chairman

Sen. Rapp’—ﬁvré’ék

@[ﬁbfprr-’

REJECT

S8 215
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SENATE BILL NO. 315
INTRODUCED BY RAPP-SVRCEK, SMITH, OWENS, BECK, B. BROWN,
ELLIOTT, STANG, HARP, MERCER, MARKS, THAYER, WILLIAMS,

VAUGHN, DARKO, VAN VALKEMBURG

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE

LAW RELATING TO WORKERS' COMPENSATION; REQUIRING THE STATE

WORKERS' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS'
COMPENSATION INSURERS TO ALLOW AN EMPLOYER THE OPTION OF
INCLUDING A MEDICAL DEDUCTIBLE TERM 1IN ANY WORKERS'
COMPENSATION POLICY; PROVIDING THAT BENEFITS PAID UNDER A
MEDICAL DEDUCTIBLE TERM MAY NOT BE [INCLUDED BY THE STATE
WORKERS' COMPENSATION INSURANCE FUND FOR THE PURPOSE OF
SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION

39-71-2304, MCA; CONTINGENTLY REPEALING CHAPTER 428, LAWS OF

16B9; AND PROVIDING AN APPLICABILITY DATE."

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

NEW SECTION. Section 1. bDeductible option for medical
benefits. (1) 1In order to lower the amount an employer is
required to pay to obtain werkers' compensation insurance
coverage under this chapter, a workers' compensation policy
issued by the state compensation insurance fund under plan
No, 3 or by a private insurer under plan No. 2 may offer a

deductible for the medical, hospital, and related services
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allowed under 39-71-704. The medical deductible must be in

the-amount-0£-5500 OFFERED IN AMOUNTS OF $500 INCREMENTS, UP

TO A TOTAL OF $2,500 per claim.

{2) If the insured employer chooses to offer a medical
deductible, the insured employer is liable for the amount of
the deductible for the medical benefits paid £for each
otherwise compensable claim of work injury suffered by an
employee.

(3) The insured employver may: SHALL

tay--pay--rthe--deductible--ameunt--of--covered--medteat
benefiza--directiy-~to--the--provider--of-medicat-or-retated
servicass-or

tb} contract with the insurer to have the insurer pay
the entire cost of the covered medical benefits directly to
the provider of medical or related services and then seek
reimbursement from the insured employer for the deductible

amount. THE INSURER IS ENTITLED TO REIMBURSEMENT ONLY FOR

MEDICAL, HOSPITAL, AND RELATED SERVICES ALLOWED UNDER

39-71-704, UP TO THE AMOUNT OF THE DEDUCTIBLE,

t4y-~Ff-—ehe--inanred--employer—-dees---not---pay--—-the
deduestible——amount--directiy--to--the--medicai--provider--or
reimbyrae-the-insurer-for-an—ameunt-the-tnsurer-has-peaid-out
on--behatf--of--the--insnred--empioyer--under—-the-—-medicat
deductiblez--the--itnaurer--shati-pay-the-cempensable-medicatl
ciaim-and-seek-recovery-from-the-insured--employer--for——the
-2- SB 31§
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amount-patd-out-under-the-medicat-deadnctibies

t5¥(4) If an insured employer who has contracted with
an insurer for a medical deductible does not pay the medical
deductible amount either-direectiy-to-the-medicai-provider-or
to the insurer through reimbursement, the amount paid by the
insurer on the claim may be included as benefits paid in a
determination of the insured employer's rate.

Section 2. section 39-71-2304, MCA, is amended to
read:

"39-71-2304. Determination of rates and
clasgifications by division. {1) The division ra-heraby
grven-futl-power-and-authertty-te shall determine premium
rates and classifications as in its judgment and experience
may be necessary or expedienty. provided-that-ns However, a
change in the classification or rates prescribed ahatt may
not be effective until 30 days after the date of the order
making soch the change.

{2) The industrial 1insurance program ahalt must be
neither more nor less than self-supporting. Employments

affected by the provisiens hereof-shatt of this chapter must

be divided by the division into classes, whose rates may be
readjusted at such times as the division may actuarially
determine. Separate accounts shait must be kept of the
amounts collected and expended in each class for actuarially

determining rates, but except that the money paid under the
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medical deductible provided for in [section 1} may not be

included as an amount collected. However, for payment of

compensation and dividends, the industrial insurance
expendable trust fund shail must be one and indivisible.

(3} The division shall determine the hazards of the
different classes of occupations or industries and fix the

premiums *hersfer for the classes at the lowest rate

consistent with maintenance of an actuarially sound
industrial insurance fund and the creation of actuarially
sound surplus and reserves, and for smeh that purpose may
adopt a system of schedule rating in smeh a manner as tgo
take account of the peculiar hazard of each risk and shall
utilize the experience and information afforded to it. Te

the extent that a hazard of a class or a peculiar hazard of

a particular risk is determined by benefits paid in regard

to the hazard, money paid under a medical deductible as

provided in [section 1] may not be included as benefits

paid.

(4) In addition, compensation plan No. 3 shaiil must
use an experience rating system for employers enrolled under
it, This system shait must reward employers with a better
than average safety records and penalize employers with a
worse than average safety records and may provide for
premium volume discount. To the extent that an employer's

experience rating or safety record is bagsed on benefits

-2 oS b plbenilin}
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paid, money paid under a medical deductible as provided in

[section 1] may not be included as benefits paid so as to

penalize an_ emplover or otherwise harm or lower his

experience rating.

(5} The division in fixing rates shall provide for the
expenses of administering the industrial insurance
expendable trust fund allowed by law, the disbursements on
account of injuries and deaths of employees in each class,
an actuarially sound catastrophe reserve, r2serves
actuarially determined to meet anticipated and unexpected
losses, and suweh  any other reserves and surplus as may be
determined by the division. The amcunts of 3sueh the reserves
and surplus shatl must be as determined from time to time by
the division to be adequate but not excessive for the
purposes intended.

{6) The division shall charge a minimum annual premium

on each contract and policy of insurance sufficlent to cover
the cost of administering the contract or policy.”

NEW SECTION. Section 3. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

{this act].

NEW SECTION. Section 4. cCodification instruction.
[Section 1] is intended to be ccodified as an integral part

of Title 39, chapter 71, part 4, and the provisions of Title

-5- 3B 315
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39, chapter 71, part 4, apply to [section 1}.

NEW SECTION. Section 5. applicability. [This act]
applies to workers' compensation policies issued after
September 30, 1989, unless an employer and insurer agree to
renegotiate a workers' compensatlon policy in effect on [the
effective date of this act] to inciude a term allowing for a

medical deductible.

NEW SECTTION. SECTION 6. CONTINGENT REPEALER. IF

SENATE BILL NO. 405 IS NOT PASSED AND APPROVED, CHAPTER 428,

LAWS OF 1989, IS REPEALED.

~End-
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GOVERNCR'S AMENDMENTS
TO SENATE BILL 315
(REFERENCE COPY)
April 5, 1989

Page 3, line 2.
Strike: '"either directly to the medical provider or"

-END~
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