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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 

FEBRUARY 2, 1989 

FEBRUARY 17, 1989 

FEBRUARY 20, 1989 

FEBRUARY 21, 1989 

FEBRUARY 21, 1989 

MARCH 20, 1989 

MARCH 27, 1989 

MARCH 29, 1989 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON LABOR & EMPLOYMENT RELATIONS. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 49; NOES, 1. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTSE 
ON LABOR & EMPLOYMENT RELATIONS. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 93; NOES, 2. 

RETURNED TO SENATE. 

IN THE SENATE 

I 



MARCH 29, 1989 

MARCH 30, 1989 

MARCH 31, 1989 

MARCH 31, 1989 

MARCH 31, 1989 

APRIL 6, 1989 

APRIL 11, 1989 

APRIL 12, 1989 

APRIL 13, 1989 

APRIL 14, 1989 

APRIL 15, 1989 

APRIL 17, 1989 

APRIL 18, 1989 

RECEIVED FROM HOUSE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 

SIGNED BY PRESIDENT. 

IN THE HOUSE 

SIGNED BY SPEAKER. 

IN THE SENATE 

DELIVERED TO GOVERNOR. 

RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 

SECOND READING, GOVERNOR'S RECOM
MENDED AMENDMENTS NOT CONCURRED IN. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

FREE CONFERENCE COMMITTEE REPORTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

FREE CONFERENCE COMMITTEE REPORT 
ADOPTED. 

IN THE SENATE 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

SENT TO ENROLLING. 

; 
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REPORTED CORRECTLY ENROLLED. 



51st Legislature LC 0321/01 

1 

2 INTRODUCED BY 

11 ~J~N'\ '(· 
,:f!i;fjJ!J A B~ _FOR AN ft.:'?~ 

5 w!Rft!f!r. COMPENSATION 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

INSURANCE FUND AIID 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' COMPENSATION INSURANCE FUIID 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 $500 per claim. 

(2) 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) If the insured employer does not pay the 

deductible amount directly to the medical provider or 

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 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. 
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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. (l) The division ±~-hereby 

9iveft-£tt%%-pewer-and-aH~hority-to shall determine premium 

rates and classifications as in its judgment and experience 

may be necessary or expedient,~ provided-th8t-"o However, a 

change in the classification or rates prescribed s~a~i ~ 

not be effective until 30 days after the date of the order 

making s~eh !P~ change. 

(2} The industrial insurance program ~hail must be 

neither more nor less than self-supporting. Employments 

affected by the provisions hereo£-shaii of this chapter must 

be divided by the division into classes, whose rates may be 

readjusted at ~~eh times as the division may actuarially 

determine. Separate accounts shall must be kept of the 

amounts ·collected and expended in each class for actuarially 

determining rates, b~t except that the money paid under the 

medical deductible provided for in (section 11 may not be 

included as an amount collected. However, for payment of 

compensation and dividends, the industrial insurance 

eKpendable trust fund shall must be one and indivisible. 

(3) The division shall determine the hazards of the 

different classes of occupations or industries and fix the 

premiums therefe~ for the classes at the lowest rate 
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of an actuarially sound 

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 shall must 

use an experience rating system for employers enrolled under 

it. This system ~hail must reward employers with a better 

than average safety record7 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, money paid under a medical deductible as provided in 

(secti~~ 1] may not be included as benefits paid so as to 

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 
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1 account of injuries and deaths of employees in each class, 

2 an actuarially sound catastrophe reserve, reserves 

3 actuarially determined to meet anticipated and unexpected 

4 losses, and s~eh ~other reserves and surplus as may be 

5 determined by the division. The amounts of s~eh the reserves 

6 and surplus ehali must be as determined from time to time by 

7 the division to be adequate but not excessive for the 

8 purposes intended. 

9 {6) The division shall charge a minimum annual premium 

10 on each contract and policy of insurance sufficient to cover 

ll the cost of administering the contract or policy." 

12 NEW SECTION. Section 3. Extension of authority. Any 

13 existing authority to make rules on the subject of the 

14 provisions of [this act] is extended to the provisions of 

15 [this act]. 

16 NEW SECTION. Section 4. Codification instructionw 

17 [Section l] is intended to be codified as an integral part 

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

19 39, chapter 71, part 4, apply to [section 1). 

20 NEW SECTION. Section 5. Applicability. [This act] 

21 applies to workers' compensation policies issued after 

22 September 30, 1989, unless an employer and insurer agree to 

23 renegotiate a workers' compensation policy in effect on (the 

24 effective date of this act} to include a term allowing for a 

25 medical deductible. 

-End-
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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 opLion 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' Compensation 
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 employer's account based on the oldest 

due date regardless of type of bill. 
- reimbursement payments not received timely will be referred for collection 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, 

thereby 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. 

PAUL RAPP-SVRCEK, PRIMARY SPONSOR DATE 

Fiscal Note for SB315, as introduced 

SB 31~ 



Fiscal Note Request SB315 as introduced 
Form BD-15 
Page 2 

FISCAL IMPACT: FY90 
Current Proposed 

ExEenditures: Law Law 
Personal Services $5,215,697 $5,266,744 
Operating Services 3,138,047 '3,262,307 
Capital Outlay 2.02,911 214,911 
Local Assistance, Grants 

Benefits & Claims 529,442 529,442 
Transfers 439!815 439!815 

TOTAL EXPENDITURES $9,525,912 $9,713,219 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

FY91 
Current Proposed 

Difference Law Law Difference 
$ 51,047 $5,22.6,735 $5,277,782 $ 51,047 

124,260 3,139,044 J' 171,044 32,000 
12,000 125,784 125,784 -0-

-0- 511,999 511,999 -0-
-0- 441 1 165 441!165 -0-

$187,307 $9,444,727 $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. 

~B 31$" 
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APPPOVED BY COMMITTEE 
ON LABOR ' EMPLOYMENT 
RELATIONS 

SENATE BILL NO. 3t5 

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' 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. (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 ±" 

the-emoHnt-o£-$599 OFFERED IN AMOUNTS OF SSOO 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 mey~ SHALL 

tat--p~y--~fte--ded~etible--amo~nt--ef--eovered--medtea± 

benefit~-d±ree~±y-to-the--prov±der--of--mediea~--o~--related 

~ervtees;--or 

tbt 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. 

t4t--ff---the---insttred---emp~eyer--does--not--pay--the 

ded"etible--amo~"t--dtreet~y--to--tke--medteai--provider--or 

re±mbttrse-the-±"s~rer-for-eft-amo~nt-the-in~ttrer-has-paid-ottt 

on---behai£--o£--the--±nsttred--empioyer--under--the--medieal 

dednetib!e7-the-±nsurer-shall-pay--the--eompensab%e--med±ea± 

elaim--a~d--seek--reeovery-from-the-~~sttred-empioyer-for-the 

amottnt-~aid-ou~-u"de~-~he-mediea~-dedtlee±b~e. 

t5tl!l If an insured employer who has contracted with 

-2- SB 315 

SECOND READING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0315/02 

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 1 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 ±~-~ereby 

g~•e~-Etli!-power-a~d-attthor~ey-to shall determine premium 

rates and classifications as in its judgment and experience 

may be necessary or expedient,~ pro~±~~d-that-ne How~ver, a 

change in the classification or rates prescribed ~hs~~ ~ 

not be effective until 30 days after the date of the order 

making ~~e~ the change. 

(2) The industrial insurance program ~~a~~ must be 

neither more nor less than self-supporting. Employments 

affected by the provisions ~e~eof-~na~~ of this chapter mu~~ 

be divided by the division into classes, whose rates may be 

readjusted at ~tl~h times as the division may actuarially 

determine. Separate accounts ~na~± must be kept of the 

amounts collected and expended in each class for actuarially 

determining rates, b~t except that the money paid under the 

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

included as an amount c9llected. However~ for payment of 

-3- SB 315 
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compensation and dividends, the industrial insurance 

expendable trust fund ~ha±± ~be one and indivisible. 

(3) The division shall determine the hazards of the 

different classes of occupations or industries and fix the 

premiums t~ere~or 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 ~~eh that purpose may 

adopt a system of schedule rating in ~~e~ 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 pecull_~_b:~za.rd of 

a particular risk is determined by benefit~ 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 ~nai± must 

use an experience rating system for employers enrolled under 

it. This system ~haj:1: must reward employers with a better 

than average safety record, and penalize employers with a 

worse th~w 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, money paid under a medical deductible as provided in 

[sect ion 1] may -~9t be included as benef _!._ t s ~so as to 
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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 

8 actuarially determined to meet anticipated and unexpected 

9 losses, and ~tteh ~ other reserves and surplus as may be 

10 determined by the division. The amounts of ~tleh the reserves 

ll and surplus ~halt must be as determined from time to time by 

12 the division to be adequate but not e·xcessive for the 

13 purposes intended. 

14 (6) The division shall charge a minimum annual premium 

15 on each contract and policy of insurance sufficient to cover 

16 the cost of administering the contract or policy." 

17 NEW SECTION. Section 3. Extension of authority. Any 

18 existing authority to make rules on the subject of the 

19 provisions of [this act] is extended to the provisions of 

20 [this act]. 

21 NEW SECTION. Section 4. Codification instruction. 

22 [Section l] is intended to be codified as an integral part 

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

24 39, chapter 71, part 4, apply to [section 1]. 

25 NEW SECTION. Section 5. Applicability. [This act] 
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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-
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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 

COMPENSATION INSURERS TO ALLOW AN 

INCLUDING A MEDICAL DEDUCTIBLE 

FUND AND PRIVATE WORKERS' 

EMPLOYER THE OPTION OF 

TERM IN WORKERS' 

COMPENSATION POLICY; PROVIDING THAT BENEFITS 

ANY 

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. 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 ~" 

the-emettftt-o£-~599 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 

tat--pay--~he--dedaetib~e--ameHn~--e£--eovered--mediea~ 

befteEits-diree~iy-~e-the--previder--ef--medieal--or--~e±a~ed 

serYiee~~-or 

tbt 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. 

t4t--ff---th~---iftsttr~d---~mpleyer--does--ftot--pay--th~ 

ded~e~ibie--amoH~~--diree~ly--to--the--mediea~--proyider--er 

reimburse-~he-ifts~rer-£or-aft-amount-the-insHrer-has-paid-OH~ 

on---behaiE--or--the--±n~~red--employer--Hnder--the--med~eal 

deduetibleT-the-insttrer-sh&ll-pay--the--eompens8bie--medteal 

e%aim--aftd--seek--reeovery-rrom-the-in~ttred-employer-Eor-~he 

amo~n~-p&id-oat-~nder-the-med±ear-dedttetible~ 

t5ti!l If an insured employer who has contracted with 
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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. Deteraination of rates and 

classifications by division. (1) The division ±s-herehy 

4iYen-£tti~-power-and-sttthor±ty-~e shall determine premium 

rates and classifications as in its judgment and experience 

may be necessary or expedient,~ provided-thee-no However, a 

change in the classification or rates prescribed eha~i ~ 

not be effective until 30 days after the date of the order 

making s~ch the change. 

(2) The industrial insurance program shaii must be 

neither more not less than self-supporting. Employments 

affected by the provisions hereof-sheit of this chapter must 

be divided by the division into classes, whose rates may be 

readjusted at SHeh times as the division may actuarially 

determine. Separate accounts sh8ll must be kept of the 

amounts collected and expended in each class for actuarially 

determining rates, b~t except that the money paid under the 

medical deductible provided for in (section ll may not be 

included as an amount collected. Ho~ever, for payment of 
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compensation and dividends, the industrial insurance 

• expendable trust fund •hal% must be one and indivisible. 

(3) The division shall determine the hazards of the 

different classes of occupations or industries and fix the 

premiums ~here£or 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 stteft that purpose may 

adopt a system of schedule rating in stteh 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 h~zard of 

a particular risk is determined by benefits paid in regard 

to the hazard, money paid under a medical deductible as 

provided in [section ll may not be included as benefits 

paid. 

(4) In addition, compensation plqn No. 3 ~hati must 

use an experience rating system for employers enrolled under 

it. This system shait ~ 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 o~ safety record is based on benefits 

paid, money paid under a medical deduc:..t~_!)le as provided in 

(sect ion 1} may not ~!Je included as ben~f l t n ~~-~ to 
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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 actu.arially sound catastrophe reserve, reserves 

8 actuarially determined to meet anticipated and unexpected 

9 losses, and s~eh ~ other reserves and surplus as may be 

10 determined by the division. The amounts of ~~eh the reserves 

11 and surplus shall ~ be as determined from time to time by 

12 the division to be adequate but not excessive for the 

13 purposes intended. 

14 (6) The division shall charge a minimum annual premium 

15 on each contract and policy of insurance sufficient to cover 

16 the cost of administering the contract or policy." 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

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 l] is 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] 
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applies to workers' compensation policies issued after 

September 30, 1989, unless an employer and in~ur~t agree to 

renegotiate a workers' compensation policy 1n eftect 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, 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' 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__g!CTION. Section 1. Deductible option fo• ...,dical 

benefits. (1) In order to lower the amount an employer is 

required to pay to obtain workers' compensation insurance 

cov~rage 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 i" 

th~-amon"t-of-$599 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 iR 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 

tat--pay--the--ded~etihl~--ame~n~--ef--eovered--medieai 

benef~e~-diree~iy-to-the--pro•ide~--ef--medieai--o~--related 

serviees7-or 

tbt 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. 

t4t--1£---th@---i"snr@d---@mployer--does--no~--pay--~h@ 

ded~etibie--amottnt--diree~ly--te--~he--medieal--previder--or 

reimbur~e-ehe-tnsttrer-for-an-amo~n~-the-in~arer-has-paid-eut 

on---behaif--of--the--ins~red--employer--~nder--the--medieal 

dedttetibie 7-the-insHrer-shali-pay--~he--eompensable--medieal 

elaim--and--seek--reee•ery-from-the-insured-eMpioyer-for-the 

amount-paid-o~t-ttnder-the-me~ieai-de~ttetibie• 

tSti!l If an insured employer who has contract~d with 
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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. Deteraination of 

classifications by divisioR. (1) The 

g~Yen-f~il-power-and-aaehoriey-to shall 

rat:es and 

division is-hereby 

deter•ine premium 

rates and classifications as in its judgment and experience 

.ay be necessary or expedientT~ pro~ide~-~hat-no However, a 

chan9e in the classification or rates prescribed shall ~ 

not be effective until 30 days after the date of the order 

.aking s~eft the change. 

(2) The industrial insurance progra. shall ~ be 

neither more nor less than self-supporting. Employments 

affected by the provisions hereof-shall of this chapter must 

be divided by the division into classes, whose rates may be 

readjusted at a~eh ti•es as the division may actuarially 

deteraine. Separate accounts ehall must be kept of the 

aaounts collected and expended in each class for actuarially 

deter•ining rates, b~~ except that the money paid under the 

•edical deductible provided for in (section 1) may not be 

included as an amount collected. However, for payment of 
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compensation and dividends, the induslrial Lnsurance 

expendable trust fund ~hall ~ be one and indivi~ible. 

{3) The division shall determine the hdza~ds of the 

different classes of occupations or industries and fix the 

premiums therefor for the classes at the lowest rate 

consistent with maintengnce of an actuarially sound 

industrial insurdnce fund and the creation of actuarially 

sound surplus and reserves, and for ~~eft that purpose may 

adopt a system of schedule rating in s~eh 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 hazar~_Qf 

a particular ris~ is determined by benefits pa1d 1n regard 

to the hazard, money paid under a medical deductible as 

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

~ 

14) In addition, compensation plan No. J shall ~ 

use an experience rating system for employers enrolled under 

it. This system shall ~ 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 thdt an employer's 

experience rating or safety record is ~dsed on benefits 

paid, money paid under a medical dedu~~lble~ovided in 

(section 1] may not be included a~ __ !=!_~!_)~fi~-~-~~~-~ ~'?- -~-----.!2 
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penalize an employer or otherwise harm or lower his 

experience rating. 

i5) The division in fixing rates shall provide for the 

expenses 

expendable 

of administering the industrial insurance 

trust fund allowed by law, the disbursements on 

account of injuries and deaths of employees in each class, 

an actuarially sound catastrophe reserve, reserves 

8 actuarially determined to meet anticipated and unexpected 

9 losses, and 3~eh ~ other reserves and surplus as may be 

10 determined by the division. The amounts of ~~eft the reserves 

11 and surplus ~hail ~be as determined from time to time by 

12 the division to be adequate but not excessive for the 

13 purposes intended. 

14 (6) The division shall charge a minimum annual premium 

15 on each contract and policy of insurance sufficient to cover 

16 the cost of administering the contract or policy." 

17 NEW SECTION. Section 3. Extension of authority. Any 

18 existing authority to make rules on the subject of the 

19 provisions of [this act) is extended to the provisions of 

20 (this act). 

2l NEW SECTION. Section 4. Codification instruction. 

22 [Section 1) is intended to be codified as an integral part 

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

24 39, chapter 71, part 4, apply to {section 1). 

25 NEW SECTION. Section 5. Applicability. (This act 1 
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applies to workers' compensation policies issued after 

September 30, 1989, unless an employer and in~ur~r agree to 

renegotiate a workers' compensation policy 1n ~ttect on (the 

effective 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. Continqent 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 

~OPT' 

REJECT 

FOR THE HOUSE 

Rep. Driscoll, Chairman 
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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 GENERALLY REVISING THE 

LAW RELATING TO WORKERS' COMPENSATIONL REQUIRING THE STATE 

WORKERS' COMPENSATION INSURANCE FUND AND PRIVATE WORKERS' 

COMPENSATION INSURERS TO ALLOW AN EMPLOYER THE OPTION 0!' 

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' COMPENSATION INSURANCE FUND FOR THE PURPOSE OF 

SETTING AN EMPLOYER'S INSURANCE RATE; AMENDING SECTION 

39-71-2304, MCA; CO~TINGENTLY REPEALING CHAPTER_~•- LAWS OF 

l9B9; 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 

~no <ooi,.at••• CounOI 
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allowed under 39-71-704. The medical deductible must be in 

the-amo~nt-ef-SSee 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 employer may~ SHALL 

tat--~~y--~ne--dedtle~~ble--8~0~~t--of--eovered--med±ea% 

beneEi:~--d±reetiy--~o--the--p~e~±der--ef-medicai-o~-re%ated 

:serv1:ee~;-or 

tbt 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 i~sured employer for the deductible 

amount. THE INSURER IS ENTITLED TO REIMBURSEMENT ONLY FOR 

MEDICAL, HOSPITAL, AND RELATED SERVICES ALL()_WED UNDER 

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

t4t--fr--~he--in~tlred--emp~oye~--doe~---ftot---~ey---~he 

dedttet±bi~--amo~n~--direet~y--to--the--mediea%--provider--or 

~eimb~r~e-~fte-±nsttrer-ro~-aft-emotln~-the-insttrer-he~-p8id-ont 

on--behatf--of--the--in~tlred--empioyer--ttnder--~he---med~e~~ 

deductible;--the--in~ttrer--~haii-pey-the-eompen3able-medie~l 

eiaim-and-~ee~-reeo~ery-f~om-the-in~ttred--employe~--for--the 
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amo~nt-paid-eH~-Hnde~-tke-med±ea~-ded~et±b~e. 

t5tl!l If an insured employer who has contracted with 

an insurer for a medical deductible does not pay the medical 

deductible amount et~ker-diree~iy-to-the-med±eai-pro~±de~-e~ 

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 i~-hereby 

~±'ler'l-Et:tll-power -and-e:tJthor i ty- to sha ~,~ de t e rrr. i ne premium 

rates and classifications as in its judgment and experience 

may be necessary or expedient,~ provtded-~hat-no HOwever, a 

change in the clas,;ification or rates prescribed ~ha!:t- ~y 

not be effective until 30 days after the date of the order 

making ~a~h the change. 

(2) The industrial insurance program ~~all must be 

neither more nor less than self-supporting. Employments 

affected by the provisions hereof-~hall of this chapter must 

be divided by the division into classes, whose rates may be 

readjusted at ~~eh times as the division may actuarially 

determine. Separate accounts shall must be kept of the 

amounts collected and expended in each class for actuarially 

determining rates, btle ~XE~~t that the money ~d un~~~~ 
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medical deductible provided fo! in [section l] may not be 

included as an amount collected.. Howeve[, for payment of 

compensation and dividends, the industrial insurance 

expendable trust fund ~~ell must be one and indivisible. 

(3} The division shall determine the hazards of the 

different classes of occupations or industries and fix the 

premiums ~he~~for 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 ~~~~ !b~t purpose may 

adopt a system of schedule rating in ~~eh 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_ Cl:~~_!~~--9E __ ~~culi_ar hazard _o_I 

§ _ea_~~-i-~~1~!:_- ;-i.?k i~. cl~~e~~!_n~-~ benefits paid in~Cl!_c! 

tG -~h~ ___ h__?_~~~~-- ~Q~ey_ Q_~i9- __ ~[1__9_~E-~ _ __!!!e2_~.c~l __ c:!eductible as 

provid~_i~ _ _l§.~c~ion 1 J It!_a_y_ not be included as benefits 

Eaid. 

( 4) In addition, compensation plan No. 3 !lhts±l:- mus_t 

use an experience rating system for employers enrolled under 

it. This system ~ha~% must reward employers with a better 

than average safety record, ~~~ penalize employers with a 

worse than average safety recordr and may provide for 

premium volume discount. To_~Ee ex~~nt that an employer's 

ex per ienc~~-.2.~:- ?~-f~_t_y record is based on benefits -------------------------
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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 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, r~serves 

actuarially determined to meet anticipated and unexpected 

losses, and ~tte" ~ other reserves and surplus as may be 

determined by the division. The amounts of ~tleh the reserves 

13 and surplus ~h8il must be as determined from time to time by 

14 the division to be adequate but not excessive for the 

15 purposes intended. 

16 {6) The division shall charge a minimum annudl prentiuill 

17 on each contract and policy of insurance sufficient to cover 

18 the cost of administering the contract or policy.'' 

19 NEW SECTION. Section 3. Extension of aulhocity. Any 

20 existing authority to make rules on the subject of the 

21 provisions of [this act] is extended to the provisions of 

22 [this act]. 

23 NEW SECTION. Section 4. Codification instcuction. 
-~--- --

24 [Section 1] is intended to be codified as an integral part 

25 of Title 39, chapter 71, part 4, and the provisions of Title 
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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' compensation policy in effect on [the 

effective date of this act] to include a term allowing for a 

medical deductible. 

NEW SECTION. SECTION 6. CONTINGENT REPEALER. IF 

SENATE BILL NO. 405 IS NOT PASSED AND APPROVED, CHAPTER __ ~2~ 

LAWS OF 1989, IS REPEALED. 

-End-
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1. Page 3, line 2. 

GOVERNOR'S AMENDMENTS 
TO SENATE BILL 315 

(REFERENCE COPY) 
April 5, 1989 

Strike: "either directly to the medical provider or" 

-END-




