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BILL NO. LA S 1

state fund to adopt or repeal rules or amend existing rules

2 - 7 ﬁz—}/_e / nnLs 2 to implement the new state compensation mutual insurance
MW/ 4 HE %RNgR //“Z A/‘b_(—;-"‘i-/] 3 fund. The chief purposes of c¢reating the state fund as a
4 AT - &,‘ﬂ ¢ (;,\ 4 mutual insurer and placing it in a department other than the
5’? BITL FOR AN ACT ENZiTLED: “AN ACT CREATING THE STATE 5 department of labor are:

6 COMPENSATION MUTUAL INSURANCE FUND TO INSURE EMPLOYERS FOR 6 (1) to remove the inherent conflict between the
7 WORKERS' COMPENSATION AND OCCUPATIONAL DISEASE LIABILITY: ? interests of the workers" compensation division in
8 PROVIDING FOR A BOARD OF DIRECTORS; ESTABLISHING THE POWERS B regulating all workers' compensation insurers in this state,
9 AND DUTIES OF THE BOARD AND THE CHIEF EXECUTIVE OFFICER OF 9 including the state compensation insurance fund, and the
10 THE STATE COMPENSATION MUTUAL INSURANCE FUND; TRANSFERRING 10 interests of the state fund as a warkers' compensation
11 THE OFFICE OF WORKERS' COMPENSATION JUDGE TO THE DEFARTMENT 11 insurer; and
12 OF LABOR; AMENDING SRCTIONS 2-15-1014, 2-15-1702, 2-18-103, 12 {(2) to ensure the solvency of the new state fund.

13 33-17-502, 33-18-212, 39-71i-1ll16, 39-71-201, 39-71-2013, 13 The 1legislature recognizes that the fund actuary has
14 39-71-206, 39-71-306 THROUGH 39-71-308, 39-71-403, 14 determined that at June 30, 1988, a full funding deficiency
15 39-71-421, 39-71-604, 39-71-704, 39-71-901, 39-71-904, 15 of $157.3 million existed for the present state compensation
16 39-71-910, 39-71-911, 39-71-913, 39-71-2303, 39-71-2307, 16 insurance fund. The legislature intends that the new state
17 39-71-2308, 39-71-2321 THROUGH  39-71-2323, 39-71-2325, 17 compensation mutual insurance fund adopt rules in a manner
18 39-71-2327, 39-71-2501, 39-72-201, AND 39-72-310, MCA; 18 that will assure the solvency of the new fund. Rates must be
19 REPEALING SECTIONS 39-71-2301, 39-71-2302, 39-71-2304 19 set on an actuarially sound bhasis as required by state law.
20 THROUGH 39-21-2306, AND 39-71-2324, MCA; AND PROVIDING 20 To further ensure the solvency of the state EFund, it is not
21 EFFECTIVE DATES." 21 the workers' compensation insurer of last resort, as the
22 22 state fund presently is. The new state fund would not be
23 STATEMENT OF INTENT 23 bound to insure all employers who apply to it for workers'
24 A statement of intent is required for this bill because 24 compensation coverage, except for state agencies. It could
25 isection 8} grants rulemaking authority to the newly created 25 refuse to insure an employer it considered a poor risk.
[\'C\m/mwm_"mm -2 INTRODUCED BILL
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As the primary means of ensuring the solvency of the
state fund, it must institute safety programs and set rates
in a manner that awards employers who provide a safe working
environment and penalizes employers who do not.

The legislature further intends that the new state fund
institute programs to automate the processing of claims and
payment of benefits. The state fund may contract out to the
private sector certain claims administration and servicing
functions if the state fund determines it to be

cost-effective.

PE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Intent and purpose of plan.
It is the intent and purpose of the state fund to allow
employers the option to insure their liability for workers'
compensation and occupational disease coverage with a
nonprofit, independent publiec corporation. The state fund is
a domestic mutual ipsurer. Tt is not required to insure any
employer in this state requesting coverage, and it may
refuse coverage for an employer, e cept a state agency, that
the state ftund determines to be a bad risk. The state fund
must be neither more nor less than self-supporting. Premium
rates must be set at a level sufficient to fund the
insurance program, including the costs of administration,

benefits, and adequate reserves., For the purpose of keeping
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the state fund solvent, it must implement safety programs to
reward an employer with a good safety record and penalize an

employer with a poor safety record.

NEW SECTION. Section 2. Dpefinitions. Uniess the

context requires otherwise, in [sections 1, 2, and 4 through

12]) the following definitions apply:

(1) "Board" means the board of directors of the state

compensation mutual insurance fund provided for in [section
3).

{2) "Department” means the department of
administration provided for in 2-15-1001.

{3) "Executive director"” means the chief executive

officer of the state compensation mutual insurance fund.

(4) "State fund"” means the state compensation muﬁual
insurance fund provided for in [section 4], It is also known
as compensation plan No. 3 or plan No. 3.

NEW SECTION. Section 3. Board of directors of the
state compensation mutual insurance fund. (1) There is a
board «f directors of the state compensation matual
insurance fund.

(2} The board is alleocated to the department for
administrative purposes only as prescribed in 2-15-121.
However, the board may employ its own staff.

(3) The board may provide for its own office space and

the office space of the state fund.
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(4) The board consists of five members appointed by

the governor. The executive director of the state fund is an

ex officio nonvoting member.

({5) At least three of the five members shall represent
state fund policyholders and may be employees of state fund

policyholders. At 1least three members of the board shall

represent private, for-profit enterprises. A member of the

board may not:

(a) represent or be an employee o©f an insurance

company that is licensed to transact workers' compensaticn

insurance under compensation plan No. 2; or

(b) be an employee of a self-insured employer under
compensation plan No. 1.

(6) A& member is appointed for a term of 4 years. The
terms of board members must be staggered. A member of the
board may serve no more than two d¢-year terms. A member
shall hold office until a successor 1is appointed and
qualified.

(7) The board is designated as a quasi-judicial board
for the purposes of 2;15—124, except that the requlrement

that at least one member be an attorney does not apply.

NEW SECTION. Section 4. sState compensation mutual

insurance fund created. There is a state compensation mutual

insurance fund known as the state Eund that is a nonprofit,

independent public corporation established for the purpose
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of allowing an option for employels  to  insure  their
liability for workers' compensation and arcupational disease
coverage under this chapter. The state fund exists as a

domestic mutual insurer as defined in 33-3-102.

NEW SECTION. Section 5. Management of state fund —-
powers and duties of the board. (1) The management and
control of the state fund is vested sclely in the board.

(2) The board is vested with full power, authority,
and jurisdiction over the state fund, The board may perform
all acts necessary or convenieat 1o the exercise of any
power, authority, oOr jurisdiction over the state fund,
either in the administration of the state fund or in
connection with the insurance business to be carried on
under the provisions of [sections 1, 2, and 4 through 12],
as fully and completely as the governing body of a privatce
mutual insurance carrier, in order to Eulfill the cbjectives
and intent of [sections 1, 2, and 4 through 12].

NEW SECTION. Sectian 6. Personal liability excluded.
The members of the board, the executive directcor, and
employecs of the state fund are not liable perscnally,
either jointly or severally, for any debt or obligation
created or incurred by the state Eund.

NEW SeCTION. Section 7. Appointment of  executive

director -— management staff., The board shall appoint an

executive director of the utate fund who has general
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responsibility for the operations ©of the state fund. The
executive director must have executive level experience,
with knowledge of the Iinsurance industry. The executive
director must receive compensation as set by the board and
serve at the pleasure of the beard. The executive director
may hire the management staff of the state fund, each of
whom serves at the pleasure of the executive director.

NEW SECTION. Section 8 powers of the state fund -—-
rulemaking. Por the purposes of carrying out its functions,
the state fund may:

{1) insure any employer for warkers' compensation and
cccupational disease liability as the coverage is required
by the laws of this state and, in connecticn with the
coverage, provide employers' liability insurance. The state
fund may charge a minimum yearly premium to cover 1its
administrative costs for coverage cof a small employer.

{2} sue and be sued;

{3) adopt, amend, and repeal rules relating to the
conduct of its business;

{4) enter 1intoe contracts relating to the
administration of the state fund, 1including claim:;
management, servicing, and payment;

(5) c¢ollect and disburse money received;

{6) adopt classifications and chdarge premiums for the

clasuifications  so that the state fund will be neither mase
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nor less than self-supporting. The state fund must belong
to the natiocnal council on compensation insurance and shall
use the classifications of employment adopted by the
national council.

{7) pay the amounts determined due under a policy of
insurance issued by the state fund:

{8) hire personnel;

(9) declare dividends if there is an excess of assets
over liabilities. However, dividends may not be paid until
the unfunded liability of the state fund is eliminated.

{10) perform all functions and exercise all powers of a
domestic mutual insurer that are necessary, appropriate, or

canvenient for the administration of the state fund.

NEW SECTION. Section 9. property of the state fund --
investment required. All premiums and other money paid to
the state fund, all property and securities acquired through
the use of money belonging to the state fund, and all
interest and dividends earned upon money belonging to the
state fund are the sole property of the state fund and must
be used exclusively Ffor the operations and obligations of
the state Fund. The money collected by the state fund may
not be used for any other purpose. However, state fund money
must be invested by the board of investments provided for in

2-15-1808.

NEW stCcTION. Section 10. state fund a mutual

-8-
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insurance carrier. (1) The state fund is a domestic mutual
insurer controlled by the laws relating to the regulation of
domestic mutual insurers in this state. However, the

formation, incorporation, bylaws, and bonding requirements

set forth in Title 33, chapter 3, do not apply to the state
fund.

(2) The commissioner of insurance may not terminate
the operations of the state fund based on insolvency due to
the unfunded liability that is recognized to exist on the
date of passage of [sections 1, 2, and 4 through 12] and
recognized in [section 12].

(3} The state fund 1is subject to the premium tax
liability for insurers as provided in 33-2-705.

NEW SECTION. Section 11. Assets and liabilities of
prior state fund. All assets and funds held by the state
compensation insurance fund established 1in 39-71-2301
through 39-71-2308 and 39-71-2321 through 39-71-2327 must be
transferred to the state fund, and the state fund shall
assume liability for all outstanding claims and indebtedness
of the previously existing state fund.

NEW SECTIoN. Section 12. oUnfunded liability. (1) It
is recognized at the date of creation of the state fund that
there exists an unfunded liability that is being assumed by
the newly created state fund -Eor the prior state

compensation insurance fund's liability for industrial
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injuries and occupational diseases rhat occurred priov to
July 1, 1987. To assist the state fund in alleviating the
unfunded liability, the premium taxes collecred by the state
from the following sources must be transterred to the newly
created state fund:

{a) the state fund;

{(b) excess or reinsurance policies on self-insurers
writing coverage on a self-insurer's workers' compensation
program under compensation plan No. l: and

{c) private insurance carriers writing workers'
compensation insurance under compensation plan No. 2.

(2) The premium taxes must be transferred ro the state
fund for payment of the unfunded liability. The premium tax
payments must continue until the unfunded liability has been
paid, at which time the premium taxes must be pald to the
general fund.

NEW SEcTION. Section 13. Assigned risk plan. (1) The
commissioner of insurance shall promulgate and administer a
plan o equitably apportion among the state fund, plan
No. 3, and private insurers, plan No. 2, the coverage
required by this chapter for employers who are unable to
procure coverage through ordinary methods.

{2} all plan No. 2 insurers aml the state fund shall
subscribe to and participate in the ansigned risk plan.

{3) If an insurer refuses 10 accept its equitable
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apportionment under the assigned risk plan, the commissioner
of insurance way suspend or revoke the insurer's authority
to issue workers' compensation coverage contracts in this
state.

Section 14, section 39-71-116, MCA, is amended to

read:

"39-71-116. Definitions. Unless the context otherwise
requires, words and phrases employed in this chapter have
the following meanings:

(1) "Average weekly wage" means the mean weekly
earnings of all employees under covered employment, as
defined and established annually by the Montana department
of labor and industry. It is established at the nearest
whole dollar number and must be adopted by the division of
workers!-cempensation prior to July 1 of each year.

{2) "Beneficiary" means:

(a) a surviving spouse 1living with or legally entitled
to be supported by the deceased at the time of injury;

(b) an unmarried child under the age of 18 years;

tc) an unmarried child under the age of 22 years who
is a full-time student in an accredited school or is
enrolled in an accredited apprenticeship program;

(d) an invalid child over the age of 18 yoedars  who s

dependent upon the decedent for support  at the time of

injury;
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(e} a parent who is dependent upon the decedent for
support at the time of the injury (however, such a parent is
a beneficiary only when no beneficiary, as defined in
subsections (2)(a) through (2)(d) of this secticn, exists):
and

(f) a brother or sister under the age of 18 years if
dependent upon the decedent for support at the time of the
injury (however, such a brother or sister is a beneficiary
only until the age of 18 years and only when no beneficlary,
as defined in subsections (2){(a) through (2){e) of this
section, exists),

(3) "Casual employment” means employment not in the
usual course of trade, business, profession, Jar occupation
of the employer.

(4) "Child" includes a posthumous child, a dependent

stepchild, and a child legally adopted prior to the injury.

{5) "Days" means calendar days., unless otherwise
specified.

{6) "Department" means the department of labor and
industry.

(/) "Division" means the division of workers'

compensation insurance compliance of the department of labor

and industry provided for in 2-15-1702.
(8} "Fiscal year" means the period of time between

July 1 and the succeeding June 30.

-12-
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(9) "Insurer" means an employer bound by compensation
plan No. 1, an insurance company transacting business under
compensation plan No. 2, the state esmpensatien-insurance
fund under compensation plan No. 3, or the uninsured
employers' fund provided for in part 5 of this chapter.

(10} "Invalid" means one who is physically or mentally
incapacitated.

(11) “"Maximum healing" means the status reached when a
worker is as far restored medically as the permanent
character of the work-related injury will permit.

(12) "Order" means any decision, rule, direction,
requirement, or standard of the division or any other
determination arrived at or decision made by the division.

(13) "Payrecll", "annual payroil", or "annual payrell
for the preceding year" means the average annual payroll of
the employer for the preceding calendar year or, if the
employer shall not have operated a sufficient or any length
of time during such calendar year, 12 times the average
monthly payroll for the current vyear; provided, that an
estimate may be made by the division for any employer
starting in business where no average payrolls are
available, such estimate to be adjusted by additional
payment by the employer or refund by the division, as ths
case may actually be, on December 31 of such current year.

(14) "Permancut partial disability" means a condition,

-13-

10

11

12

13

14

15

i6

17

18

13

29

21

22

23

24

25

LC 0296/01

after a worker has reached maximum healing, in which a
worker:

(a) has a medically determined physical restriction as
a result of an injury as defined in 39-71-119; and

{by is able to return to work in the worker's job pool
pursuant to one of the options set forth in 39-71-1012 but
suffers impairment or partial wage loss, or both.

(15) "Permanent total disability" wmeans a condition
resulting from injury as defined in this chapter, after a
worker reaches maximum healing, in which a worker is unable
to return to work in the worker's job pool after exhausting
all options set forth in 3%-71-1012.

{16) The term “physician” includes "surgeon" and 1n
either case means one authorized by law to practice his
profession in this state.

(17) The ‘“plant of the employer” includes the place of
pusiness of a third person while the employer has avcess to
or control over such place of business for the purpose of

carrying on nis usual trade, business, or occupaltion.

{18) "Public corporation" means the state orf any
county, municipal <corporatien, school district, +1hY, CLEY
under commission form of government or special harter,

town, or village.
{19) “"Reasconably safe place to work" mean: that the

place of employment has been made as free from dannef to the

-14-
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life or safety of the employee as the nature of the
employment will reasonably permit.

(20) "Reasonably safe tools and appliances” are such
tools and appliances as are adapted to and are reasonably

safe for use for the particular purpose for which they are

furnished.

(21} "Temporary total disability" means a condition
resulting from an  injury as defined in this chapter that
results in total loss of wages and exists until the injured

worker redaches maximum healing.

(22) "Year", unless otherwige specified, means calendar

year."

Section 15. sSection 39-71-201, MCA, is amended to

read:

*39-71-201. Administration fund. (1) A workers'

compensation administration fund is established out of which

all costs of administering the Workers' Compensation and

Occupational Disease Acts and the wvaricus occupational

safety acts the divisicn must administer are to be paid upon

lawful appropriation. The following meneys money collected

by the division sha*l mus! be deposited in the state

treasury to the credit ol the workers' compensation

administrative fund and shati must be used for the

administrative expenses of the division:

tay all fees and penaliies provided in 39-71-205 and
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39-71-304;

(b} all Eees paid for inspectien of boilers and
issuance of licenses to operating engineers as required by
law;

{c} all fees paid from an assessment on each plan No.
1 employer, plan No. 2 insurer, and plan No. 3, the state
insuranece fund. The assessments shatt must be levied
against the preceding calendar year's gross annual payroll
of the plan No. 1 employers and the gross annual direct
premiums collected in Montana on the policies of the plan
No. 2 insurers, insuring employers covered under the
chapter, during the preceding calendar year. However, no
assessment of the plan No. 1 employer or plan No. 2 insurer
shatt may be less than $200. The assessments shatl must be
sufficient tc fund the direct costs identified to the three
plans and an equitable portion of the indirect costs based
on the ratio of the preceding fiscal year's indirect costs
distributed to the plans, using proper accounting and cost
allocation procedures. Plan No. 1 shat}® must be assessed an
amount sufficient to fund its direct costs and an eqguitable
portion of the indirect costs as referred to above. Other
sources of cevenue, including unexpended funds from the
preceding fiscal year, shai} must be used to reduce the
costs before levying the assessments.

{2) The administration fund sha}t must be debited with

_16_
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expenses incurred by the division in the general
administration of the provisions of this chapter, including
the salaries of its members, officers, and employees and the
travel expenses of the members, officers, and employees, as
provided for in 2-18-501 through 2-18-503, as amended,
incurred while on the business of the division either within
or without the state.

(3) Disbursements Erom the administration money shat:
must be made after being approved by the division upon claim
therefor.”

Section 16. section 39-71-203, MCA, is amended to
read:

"39-71-203. Powers of division -~ rules ---ataffing.
{1y The division 1is hereby vested with full power,
authority, and jurisdiction to do and perform any and all
thingsy--whether—-herein--spectficaiiy--designated---er---in
addition--thareto; that are necessary or convenient in the
exercise of any power, authority, or jurisdiction conferred
upon it under this chapter.

(2) The division may adopt rules to carry out the
provisions of this chapter.

+3}—-Fhe- division-shati-employ-sufffetent-peraonnet--to
allew—-it--tn —meet-the-claims-processing-geals-cantained-in
39-71-604:-the-divisten-shall--tmpiement--staffing- patterns

ehat-are-suppnrted-by-indicaters-of-workleads--Fhe-open-fite
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i4 - the -workioad--tadtcaror—-far-ectarms-processing;-and-the
rumber of open-claims -per-cltatma-examiner-may--not--be--isas
than--308: --Phe--clatma--support--ataffy-inecluding-the-fiie;
medicat-payr-and-new-claims-unita; -may-not-exceed- -two--FPHs
per--ctaims--examiners-—fhe-—administrative-and-underwriting
staffing-must-be-based--en--the--number--of--premium--paying
potieyhotders---and- -may--mot--exceed--t-4--FFPEs--per—-1;0080
policyhoideras
t4)y--FThe-diviaiten-admintstrator-shati-asgbmit-a~--revised
operatton--plan-to-the-budget-office-for-review-and -approvat
end-to-the-tegrsiative-finance-cemmittee-for-review-whenaver
tncreases-or-decreases-of-statf-are-necessary--to--impltement
the-provistona-of-subsectiton—t3ys
t5}3--Funds-Erem-the-3tate-spectat-revenae-fund-shati-be
used-to-imptement-subsection—$31-"

Section 17. Section 39-71-206, MCA, is amended to
read: ‘

"39-71-206. Legal sdvisers adviser of division and
state fund. +%} The attorney general shati-be is the legal
adviser of the division and the state fund and shall
represent it either entity in all proceedings whenever-se if
requested by the division or state _fund any-member-thereof.

+2y--Fhe-divisien-may;-in-the-investigation-and-defenase
of-cases under-pian- Hoc~3-of-the Woarkers!l Compeonsation--Ases

employ--sneh--other--atterney—-or -ieqgat adviser-as—it-deems

-18-
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necessary-and--pay--for-—-the- -same--ocut--of —the--industrinl

tnsurance-acceant-in-the-sxpendabte-trust-fund:"

Section 18. Section 39-71-306, MCA, is amended to

read:

*39-71-306. Pilan-cne-employers-and-plan--two—-inaurers
Insurers to file duplicate receipts paid for injuries and
statements of medical expenditures. Every empioyer--coming
under--the--provistons--of -compensation-plan-No+-i-and-every
tnsurer-coming-under-the-provisions-of-compensatien-plan-Nox
2 insurer shall, on or before the 15th day of each and every
month, file with the division:

(1) duplicate receipts for all payments made during
the previous month to injured workers or their beneficiaries
or dependents; and

[2) statements showing the amounts expended during the
previous month for medical, surgical, and hospital services

for injured workers and for the burial of deceased workers,"

Section 19. sectien 39-71-307, MCA, is amended to

read:

"319-71-307. Employers and insurers to lile reports of

accidents. (1) Every employer sf-iaber and vvery insurer is
hereby required to file with the divis:son, under suoch

division rules as-the-division-may-from-time to-time-make, a
full and complete report of every accident 1o an employee

arising out of or in the course of hin employment and
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resulting in loss of life or injury to such--perscn the
employee. Such The reports shail must be furnished to the
division in such the Eorm and sueh detail as the division
shatl--frem-time-to-time-preaeribe prescribes and shali-meke
must provide specific answers to all questions required by
the division under its rules.;-exeepty-in-caze-he However,
if an employee is unable to answer any--such--guestionsy—-&
geod-and-sufficient-reasen-shati-be-given-for-snch-fatiure a

question, he shall state the reason he is unable to answer.

(2) Every insurance---cempany insurer transacting
business wunder this chapter shall, at the time and in the
manner prescribed by the division, make and file with the
division smekh the reports of accidents as the division may
require requires.”

Section 20. section 19-71-308, MCA, is amended to
read:

"39-71-308. Neglect or refusal of public corporation
to file payroll reports —- arbitrary assessment by division,
Whenever-any If a public corporation insured by the state
compensation--insuranece fund neglects or refuses to file
prescribed payroll reports of its employees, the division
may levy an arbitrary assessment upon such Lhe public
corporation in an amount of $7S for each sue¢h assessment.sy
which-—gsseasmenta-shatt The assessment must be collected in

the manner provided in this chapter for the c¢oliection of
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assessments.”

Section 21. sSection 39-71-403, MCA, is amended to
read:

"39-71-403. Plan three exclusive for state agencies —-
election of plan by other public corporations. (1) Where If
a state agency is the employer, the terms, conditions, and
provisions of compensation plan No. 3, state fund, shati--be
are exclusive, compulsory, and obligatery upon both employer
and employee. Any sums necessary to be pald under the
provisions of this chapter by any state agency shail-be are
considered to Dbe ordinary and necessary expense of the
agency, and the agency shall make appropriation of and pay
sueh the sums into the state compensatiom-insuranee fund at
the time and in the manner provided for in this chapter,
notwithstanding that the state agency may have failed to
anticipate such ordinary and necessary expense in any
budget, estimate of expenses, appropriations, ordinances, or
otherwise,

(2) A public corporation, other than a state agency,
may elect coverage under compensation plan No. 1, employer;
plan No. 2, insurer; or plan No. 3, state itnsorance fund;
separately or jointly with any other public corporation,
other than a state agency. A public corporation electing
compensation plan No. 1 may purchase reinsurance. A public

corporation electing compensation plan No. 1 is subject to
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the same provisions as a private employer electing
compensdtion plan Nao. 1.

{3) A publiic corporation, other than a state agency,
that elects plan No. 1 may establish a fund sufficient to
pay the compensation and benefits provided for in this
chapter and chapter 72 and to discharge all liabilities that
reasonably incur during the fiscal year for which the
election is effective. Proceeds from the fund must be used
only to pay claims covered by this chapter and chapter 72
and for actual and necessary expenses required for the
efficient administraticon of the fund.

{4) All money in the fund established under subsection
{3) not needed to wmeet immediate expenditures must be
invested by the governing body of the public corporation,
and all proceeds of the investment shall be credited to the
fund,"

Section 22. section 39-71-421, MCA, 1is amended to
read:

"39-71-421. Financial incentives to institute safety
programs. The——state‘*compensatianfiﬂsufancc~Ennd7’9ian—ﬂa:

v-and-private Private insurers, plan No. 2, may provide
financial incentives to an employer who implements a formal

safety program. Phe--tmsorance--carrter An _ insurer may

provide to an employer a premium discount that reflects the

degree of risk diminished by the implemented safety
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pregram. "

Section 23. section 39-71-604, MCA, is amended to
read:

"39-71-604. Application Eor compensation. (1)} Where If
a worker is entitled to benefits under this chapter, the
worker shall file with the insurer or the division all
reasonable information needed by the insurer to determine
compensability. It is the duty of the worker's attending
physiclan to lend ali necessary assistance in making
application for compensation and such proof of other matters
as may be required by the rules of the division without
charge to the worker. The £filing of forms or other
documentation by the attending physician does not constitute
a claim for compensation.

(2) Where If death results from an injury, the parties
entitled to compensation or someone in their behalf shalil
file a claim with the insurer or the division. The claim
must be accompanied with proof of death and proof of
relationship, showing the parties entitled to compensation,
certificate of the attending physician, if any, and such
other proof as may be required by the division.

$34--Phe-goat-of-the-diviston-is-to-process-ati--ctaims
far--compenaatien-within-i4-days-after-rnititat-acceptance -of
tiabitity-for-a-ciaims"

Section 24. Section 39-71-704, MCA, is amended to
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read:

"39-71-704. Payment of medical, hospital, and related
services -- fee 5Schedules and hospital rates. (1) 1In
addition to the compensation provided by this chapter and as
an additional benefit separate and apart from compensation,
the following shat® must be furnished:

{a) After the happening of the injury, the insurer
shall furnish, without limitation as to length of time or
dollar amount, reascnable services by a physician or
surgeon, reascnable hospital services and medicines when
needed, and such other treatment as may be approved by the
division for the injuries sustained.

(b) The insurer shall replace or repair prescription
eyeglasses, prescription contact lenses, prescripﬁion
hearing aids, and dentures that are damaged or lost as a
result of an injury, as defined in 39-71-119, arising out of
and in the course of employment.

{2) A relative wvalue fee schedule for medical,
chiropractic, and paramedical services provided for in this
chapter, excluding hospital services, shati must be
established annually by the workers' compensation divisien
and become effective in January of each year. The maximum
fee schedule must be adopted as a relative value fee
schedule of medical, chiropractic, and paramedical services,

with unit wvalues to indicate the relative relationship
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within each grouping of specialties. Medical fees must be
based on the median fees as billed to the state compensation
insurance fund during the year preceding the adoption of the
schedule. The division shall adcpt rules establishing
relative wunit values, groups of specialties, the procedures
insurers must use to pay for services under the schedule,
and the method of determining the median of billed medical
fees. These rules shaii must be modeled on the 1374 revision
of the 1969 California Relative Value Studies.

(3) PBeginning January 1, 1988, the division shall
establish rates for hospital services necessary for the
treatment of injured workers. Approved rates must be in
effect for a period of 12 months from the date of approval.
The division may coordinate this ratesetting function with
other public agencies that have similar responsibilities.

{4} Notwithstanding subsection (2), beginning January
1, 1988, and ending January 1, 1990, the maximum fees
payable by insurers must be limited to the relative value
fee schedule established in January 1987. HNotwithstanding
subsection (1), the hospital rates payable by insurers must
be limited to those set in January 1988, until December 131,

1989."

Section 25. Section 3%-71-901, McA, is amended to
read:

“39-71-901. Definitions. As used in this part, the
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following definitions apply:
(1) *“Vocatiounally handicapped" means a person who has
a medically certifiable permanent impairment which is a

substantial obstacle to obtaining employment or to obtaining
reemployment if the employee should become unemployed,
considering such factors as the person's age, education,
training, experience, and employment rejection.

(2) "Certificate" means documentation issued by the
division af-verkers!-compenaatteon to an individual whao is
vocationally handicapped.

(3) "Fund" means the subsequent injury fund."

Section 26. section 39-71-908, MCA, is amended to
read:

"39-71-908. MNotification of fund of its potential
liability under part -- review by fund. Not less than 90 or
more than 150 days befcre the expiration of 104 weeks after
the date of injury, the empleyer;-carriee;-or—the-induserial
inaurance-fund;-as-the—case-may-bey; insurer shall notify the
fund whether it is likely that cocmpensation may be payable
beyond a period of 104 weeks after the date of the injury.
The fund thereafter may review, at reasonable times, such
information as the emptoyery---carriery---or—-~-industriat
tosuranece~-fund insurer has regarding the accident and the

nature and extent of the injury and disability."

Section 27. section 39-71-910, MCA, is amended to
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read:

"39-71-910. Procedure for resolving disputes as to
liability under part. (1} If an employee was employed or
retained in employment under the provisions ot this part and
a dispute or controversy arises as to payment of benefits or
the 1liability therefor, the division shall hold a hearing
and resolve all disputes. On motion made in writing by the
emptoyery-carrrery-or—induatrial-insurance-fund insurer, the
administrator shall join the fund as a party defendant.

{2) The division, within 5 days of the entry of an
order joining the fund as a party defendant, shall give the
fund written notice thereof not less than 20 days before the
date of hearing and shall include the name names of the
employee and the emptayer insurer and the date of the
alleged injury or disability. The fund named as a defendant
shali-have has 10 days after the date of notification to
file objections to being named as a party defendant. On the
date of the hearing at which the liability of the parties is
determined, the hearing examiner first shall hear arguments
and take evidence concerning the joinder as party defendant.
If the fund has filed timely objecticon and if argument and
evidence warrant, the hearing examiner shall grant a wotion
to dismiss.

(3) At the time of the hearing, the employer insurer

and fund may appear, cross-examine witnesses, give evidencs,
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and defend both on the issue of liability of the employer
insurer to the employee and on the issue of the liability of
the fund.

{4) The hearing examiner shall make findings of fact
and conclusions of law determining the respective 1liability
of the empieyer insurer and the fund.”

Section 28. section 39-71-9%11, MCA, is amended to
read:

"33-71-911. Obligation to make payments on behalf of
fund not an independent liability. The obligation imposed by
this part on the samployer;-carriery-or-indnatriai-inscrance
fund insurer to make payments on behalf of the fund dces not
impase an independent liability on the employers-ecarriery-or
industriat-insurance-fund insurer."

Section 29. Ssection 39-71-913, MCA, is amended to
read:

"39-71-913. Payments by fund directly to persons
entitled. IEf the empitoyer;-—-carriery--or--the--induatriat
insurance--fond insurer does not make the payments on behalf
of the fund, the fund may make the payments directly to the
persons entitled to the payments.”

Section 30. section 139-71-2303, MCA, is amended to
read:

»39-71-2303. Manoer of electing -- contract or policy

of insurance -— payment of premium. The divisitom state fund
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shall prescribe the procedure by which empleyers an employer
may elect to be bound by compensation plan No. 3, the
effective time of sueh the election, and the manner in which
sueh  the election is terminated for reasons other than
default in payment of premiums. Every employer electing to
be bound by compensation plan No. 3 shatt must receive from
the divisien state fund a contract or policy‘of insurance in
a form approved by the division. The premium ¢thereon—-shail
must be paid by the employer to the divistenm state fund at
such times as the divisien--shail--preseribe state fund
prescribes and shati must be paid over by the division state

fund to the state treasurer to the credit of the indusrrial

insuranee-expendabte-trust state mutual insurance fund."

Section 31. Section 39-71-2307, HMCaA, is amended to
read:

"39-71-2307. Cancellation of coverage under plan for
default —- thirty days' notice required. The division-—ia
hereby-aunthorized-in-ita-discretron-to state fund may cancel
an employer's right to operate wunder plan No. 3 of the
Workers' Compensation Act for failure to pay the premiums
due. When the division-makes-an-order-eanceling state fund
cancels an employer's right for failure to pay premiums, the
divisten it shall notify the employer of its intent to
cancel the employer at least 30 days before the cancellation

becomes effective. After the cancellation date, the employer
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shati--have has the same status as an employer who is not
enrolled under the Workers' Compensdtion Act.”

Section 32. section 39-71-2308, MCA, is amended to
read:

"39-71-2308. cCollection in case of default. (1) If any
an employer under plan No. 3 ahatt-defanit defaults in any
payment to the divisiom state fund, the state fund may
collect the sum due may-ke-cellected-by-an-action-at-taw in
a2 civil action in the name of the state,r-and-svch-right--of

aceton-shatt-be The right of action is cumulative.

(2) When 1If an employer's right to operate has been
canceled by the divisien state fund for failure to pay
premiums and when-the-divisten-in-ita-disererion rthe state
fund finds that the property and assets of the employer are
not sufficient to pay the premiums, the diviston state fund
may compromise the claim for premiums and accept a payment
of an amcunt less than the total amount due.”

Section 33. section 39-71-2321, MCA, is amended to
read:

"39-71-2321. What to be deposited in industrial
insurance expendable trust fund. All premiums, penalties,
recoveries by subrogation, interest earned upon money
belonging to the state fund, and securities acquired by or
through use of money shal* must be deposited in the

industrital-imscrance-expendable-trust state fund."
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Section 34. Section 139-71-2322, MCA, is amended to
read:

"39-71-2322. Money in indostrtal-tnscrance state Eund
held in trust -- disposition of funds upon repeal of
chapter. The meneys money coming into the induatriatl

tmsurance--axpendable-trust state fund shatt must be held in

trust for the purpose for which such-moneys-were the money
was collected.7--and--if-this-chapter-shaii-be-hereafter 1f
this chapter is repealed, such-moneys-shall-be Lhe money is
subject to sueh the disposition as-may-be provided by the
legislature repealing this chapter. In defanit-of—-suech the
absence of a legislative provision, distribution theceof
shat: must be in accordance with the justice of the matter,

due regard being had to obligations of compensation incurred
and existing.™

Section 35. sSection 39-71-2323, Mca, is amended to
read:

"39-71-2323. Surplus in
expendabie--trust state fund -- payment of dividends. If at
the end of any fiscal year there exists in the +#ndustrial
tnsurance--expendabie--trust state fund an excess of assets
over liabilities and a reasonable surplus, such liabilities
to  include necessary reseives, which excess may be divided
safely, then the division state fund may declare a dividend

in aneh the manner as the rules of the divisionm-may state
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fund prescribe to those employers who have paid premiums
into the i+mdustriml-insurance-expendabte-truse state fund in
excess of liabilities chargeable to them in the fund Eor
that year. In determining the amount or proportion of the
balance to which the employer is entitled as dividends, the
ditviaten state fund shall give consideration to the prior
paid premiums and accident experience of each individual
employer during the dividend year."

Section 36. section 39-71-2325, MCA, is amended to
read:

"39-71-2325. Bivisien State fund to keep accounts of
segregations. The diviaion state fund shall keep an accurate
account of all auech the segregations of the industrial
insurance--expendabte-trust state fund and shall divert from
the Eund any sums necessary to meet monthly payments,
pending the conversion inte cash of any security, and in
such case shall repay the same out of the cash realized from
the security.”

Section 37. Section 39-71-2327, MCA, is amended to
read:

"39-71-2327. Earnings of itndusatriat-———insurance
expendabte-trust state fund to be credited to fund --
improper use a felony. All earnings made by the tndustrial
insurance-expendabie-trust state fund by reason of interest

paid Ffor the deposit thereof or otherwise shall must be
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credited to and become a part of the EFund, and the making of
profit, either directly or indirectly, by any person out of
the use of the fund shail-constcitute is a felony. and-on
cenviction-theresf-shaii--subject--the—-perssa--making--such
prefit--to-imprisenment-in-the-state -penitentiary-for-a-term
net-exceeding-2-years-or-a~fine-not-exceeding-557000-cr-both

such-fine-and-imprisonments A person convicted of an offense

under this section is punishable by impriscnment in the

state prison for a term not to exceed 2 vears or a fine of

nat_more than $5,000, or both.”

Section 38. section 39-72-201, MCA, is amended to
read:

*39-72-201. Administration of chapter. This chapter
shat¥--be is administered by the division of--werkerst
compensatten.”

Section 39. section 39-72-3106, MCA, is amended to
read:

*39-72-310. Occupational disease coverage under
workers' compensation plans. (1) Every employer enrolled
under compensation plan No. 1 t®itie-39;-~-chaptec~-Fv7-—part
2¥y, every insurer writing-werkersl-cempensntien-eeverage
under compensation plan No. 2 t¥itte-39;--chaprer -7ky--part
22%, and the state compensatisn--tasaramee fund under
compensation plan No. 3 {Pitte~39;-echapeter-7i;-part-23y, all

pravided 1or under the Workers' Compensation Act, are
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considered to alsc provide full coverage for claims under

insurance far workers'

this chapter. Any policy of
compensation coverage under the Workers' Compensation Act
written by a private insurance carrier or the state
ecompensation--tnsuranece Lund is considered to provide full
occupational disease coverage under the provisions of this
chapter.

(2} Except as provided in this chapter, the division
shall apply the appropriate provisions of Title 39, chaprer
71, parts 21, 22, and 23, to the administration of The
Occupational Disease Act of Montana in the same manner as
they are applied to the administration of the Workers'
Compensation Act.

{3} Under compensation plan No., 3, any premiums and
other receipts held by the diviaisn state fund for
occupational disease 1insucrance coverage 3shaii must be
transferred and-beesme-part-of to the workers' compensation
industrial insurance account, and payments for occupational
disease claims by the state fund shatt must be paid out of

the industrial insurance account."
Section 40. section 2-18-103, MCa, is amended to read:

»2-18-103. Officers and employees excepted. Parts 1

and 2 do not apply to the following positions in state

government:

{1} elected officilals;
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{2) county assessors and their chief deputy;

{3) officers and employees of the legislative branch;

{4) Jjudges and employees of the judicial branch;

{5) members of boards and commissions appointed by the
governor, appointed by the legislature, or appeinted by
other elected state officials;

{6) officers or members of the militia:;

(7) agency heads appointed by the governor;

(B) academic and professional administrative personnel
with individual contracts under the authority of the board
of regents of higher education;

{9) academic and professional administrative personnel
and live-in houseparents who have entered into individual
contracts with the state school for the deaf and blind under
the authority of the state board of public education;

(10) teachers under the authority of the department of
institutions;

(11) investment officer, assistant investment officer,
executive director, and three professional staff positions
of the board of investments;

{12) four professional staff positions under the board
of 0il and gas conservation; and

(11) assistant director for security of the Montana
state lottery;: and

(14) executive director and employees of the state
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compensation mutual insuranrce fund.”

Section 41. Section 33-17-502, MCA, is amended to
read:

"33-17-502. Prohibition on holding out as consultant
-— receiving fee. (1) Any person not licensed as an
insurance consultant in this state whe identifies or holds
himself out to be an insurance consultant without having
been licensed as an insurance consultant under this part or
any person who uses any other designation or title which 1is
likely to mislead the public and holds himself out in any
manner as having particular insurance gualifications other
than rhose for which he may be otherwise licensed or
otherwise gualified is guilty of a misdemeanor and upon
conviction shall be fined $1,500.

{2} Any person not licensed as an insurance consultant
with respect to the relevant kinds of insurance who receives
any fee for examining, appraising, reviewing, or evaluating
any insurance policy, annulty or pension contract, plan, or
program or who shalt make recommendations or give advice
with regard to any of the ahove without first having been
licensed by the comnissioner as an insurance consultant is
guilty of a misdemeanor and upon conviction shall be £fined
$1,500,

(1) Nothing in this part applies to:

(a) licensed attorneys at law in this state acting in
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their professional capacity;

(b) an actuary or a certified public accountant who
provides information, recommendations, advice, or services
in his professional capacity it neither he nor his employer
receives any compensation directly or indirectly on account
cf any insurance, bond, annuity or pension contract that
results in whole or part from that information,
recommendation, advice, or services; or

[c) a duly licensed casualty insurance agent who
accepts a fee from an insured for placement through the
state compensation mutual insurance fund as provided in
33-18-212."

Section 42. section 133-18-212, MCA, is amended to
read:

*33-18-212. Illegal dealing in premiums -- improper
charges for insurance. (1} HNe A person ahatl may not
willfully collect any sum as premium o¢r charge for
insurance, which insurance is not then provided or is not in
due course to be provided (subject to acceptance of the risk
by the insurer) by an insurance policy issued by an insurer
as authorized by this code.

{2) Ne A person shat} may not willfully collect as
premium or charge for insurance any sum in excess of or less
than the premium or charge applicable to such insurance and,

as specified in the peolicy, in accordance with the
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applicable classifications and rates; as filed with and
approved by the commissioner: 0 in cdases where
classificartions, premiums, or rates are not required by this
code to be so filed and approved, such premiums and charges
shatl may not be in excess of or less than those specified
in the policy and as fixed by the insurer. This provision
shatt may not be deemed to prohibit the charging and
collection, by surplus lines agents licensed under chapter
2, part 3, of the amount of applicable =state and federal
taxes in addition to the premium required by the insurer. It
shait may not be deemed considered to prohibit the charging
and collection, by a life insurer, of amounts actually to be
expended for medical examination of an applicant for 1life
insurance or for reinstatement of a life insurance policy.
The provision of this subsection does not prohlbit  the
collection from an insured of a placement fee, not to exceed
7 1/2% of the annual premium, for placement through the
state compensation mutual insurance fund by a duly licensed
casualty insurance agent. This placement fee 1s not a
premium as defined in 33-15-102,

(2} Each wviolation of this seclion shall--be is

punishable under 33-j-104."
Section 43. section 2-15-1702, MCA, 1is amended to
read:

"2-15-1702. Division of workers' compensation
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insurance compliance -- head. (1} There is a division of
workers' compensation insurance compliance within the

department. The division head is an administrator appointed
by the governor as are directors in accordance with
2-15-111.

(2) The division 1is allocated to the department for
administrative purposes only as prescribed in 2-15-121,
However, the division may hire its own personnel, and
2-15-121(2)(d) does not apply."

Section ‘4. Section 2-15-1014, MCA, is amended to
read:

"2-15-1014. Office of workers' compensation judge --
allocation -- appointment —- salary. (1) There is the office
aof workers' compensation judge. The office is allocated to
the department of administration labor for administrative
purposes only as prescribed in 2-15-121.

(2) The governor shall appoint the workers'
compensation judge for a term of 6 vears in the same manner
provided by Title 3, chapter 1, part 10, for the appointment
of supreme or district court judges. A vacancy shatt must be
filled in the same manner as the original appointment .

(3) To be eligible for workers' compensation judge, a
person must:

{4) have the gqualifications necessary for district

vourt judges found in Article VII, section 9, of the Montana
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constitution;

{b) devote full time to the duties of workers'
compensation judge and not engage in the private practice of
law.

(4) The workers' compensation judge is entitled to the
same salary and other emoluments as that of a district judge
but sha*r must be accorded retirement benefits under the
public employees' retirement system."

Section 45. section 39-71-2501, MCA, is amended to
read:

*39-71-2501. (Temporary) Definitions. As used in this
part, the following definitions apply:

(1) “Board"™ means the board of examiners created 1in
2-15-1007,

(2) “Department" means the department of labor and
industry provided for in 2-15-1741.

{3) "Employer" has the meaning set forth in 39-71-117.

{(4) "Payroll" means the payroll of an employer for
each of the calendar quarters ending March 31, June 30,
September 30, and December 3%, for all employments covered
under 39-71-401.

(5) "State Eund” means the state compensation
insurance fund referred-to-in-39-71-2308%.

(6) "Tax" means the workers' compensation payroll tax

provided for in 39-71-2503,

-40-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0296/01

(7} "Tax account" means the workers' compensation tax

accaunt created by 39-71-2504. (Terminates June 3o,

1991--sec. 10, Ch. 664, L. 198/.)"

NEW SECTION. Section 46. Repealer. Sections
39-71~2301, 39-71-2302, 3%-71-2304 through 39-71-2306, and
39-71-2324, MCA, are repealed.

NEW SECTION. Section 47. Extension of authority. aAny
existing authority to make rules on the subject of the
provisions of ({this actl is extended to the provisions of

[this actl.

NEW SECTION. Section 48. Codification instruction.
(1) [Sections 1, 2, and 4 through 12] are intended toc be
codified as an integral part of Title 39, chapter 7}, part
23, and the provisions of Title 39, chapter 71, part 23,
apply to {sections 1, 2, and 4 through 12}.

{2) (Section 31 is intended to be codified as an
integral part of Title 2, chapter 15, part 10, and the
provisions of Title 2, «<¢hapter 15, part 10, apply to
I[section 31].

{3) [(sSection 13] 1is intended to be codified as an
integral part of Title 39, chapter 71, and the provisions of

Title 39, chapter 71, apply to [section 113].

NEW SECTION. Section 49. Reorganization procedure.

The provisions of secticons 2-15-131 through 2-15-137 govern

the creation of the state compensation mutual insurance fund

—-41-
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and the transfer of the various functions contained in {this
act] from the state workers' compensation fund to the state

compensation mutual insurance fund.

NEW SECTION. Section B0. Implementation. (1) The
governor shall by executive order implement the provisions
of {this act].

{2) The governor may by executive order assign to the
state compensation mutual insurance fund, in a manner
consistent with (this act), Functicns allocated to the
workers' compensation state fund provided for in Title 39,
chapter 71, part 23, by the S5lst legislature and not
transferred by [this acti.

NEW SECTION. Section B1. Effective dates. (1)
(Sections 3, 7, 50, and this section] are effective on
passage and approval.

{2) [Sections 1, 2, 4 through 6, and 8 through 49] are
effective upon signing of the executive crder under {section
50) or on October 1, 1989, whichever occcurs earlier,

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Revised Fiscal Note for _SB428, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

"An act creating the State Compensation Mutual Insurance Fund to insure employers for Workers Compensation and
Occupational Disease liability; providing for a Board of Directors; establishing the powers and duties of the Board
and the Chief Executive Officer of the State Compensation Mutual Insurance Fund; transferring the Office of
Workers' Compensation Judge to the Department of Labor; amending Sections 2-15-1014, 2-15-1702, 2-18-103, 33-17-
502, 33-18-212, 39-71-116, 39-71-201, 39-71-203, 39-71-206, 39-71-306 through 39-71-308, 39-71-403, 39-71-421,39-
71-604, 39-71-704, 39-71-901, 39-71-908, 39-71-91Q, 39-71-911, 39-71-913, 39-71-2303, 39-71-2307, 39-71-2308, 39-
71-2321 through 39-71-2323, 39-71-2325, 39-71-2327, 39-71-2501, 39-72-201, and 39-72-310, MCA; repealing Sections
39-71-2301, 36-71-2302, 39-71-2304 through 39-71-2306, and 39-71-2324, MCA; and providing effective dates."

NOTE: Agencies' assumptions and individual fiscal impact statements follow on subsequent pages.
FISCAL IMPACT:

(Agencies Combined) FY90 FY91
" GENERAL FUND: Current Proposed Current Proposed
" Revenue: __Law Law Difference Law Law Difference
Premium Tax -
Private Carriers$2,170,000 $ -0~ ($2,170,000) $2,388,000 $ -0- ($2,388,000)
Net Impact: ($2,170,000) ($2,388,000)
STATE SPECIAL REVENUE:
" Revenue:
Assessments -
Workers Comp $9,525,912 $9,716,759%9 $ 190,847 $9,444,727 $9,595,574 $ 150,847
Premium Tax -
Private Carrier $§ -0- $2,170,000 $2,170,000 $ -0- $2,388,000 $2,388,000
Premium Tax -
State Fund $ -0- $2,987,000 $2,987,000 $ -0- $3,435,000 $3,435,000
Expenditures:
Operating -
State Fund $9,525,912 $9,716,759 $ 190,847 $9,444,727 $9,595,574 $ 150,847
Operating -
State Auditor $ -0~ $ 25,756 $ 25,756 $ -0- $ 52,926 $ 52,926
Net Impact:
{Contribution to Unfunded Liability) $5,131,244 $5,770,074
/é::D (/. /?Aﬁiizwf -
%M DATE 5/7/? 7 : B s DATQ/‘?/}
SHACKLEFORD, KUDGET DIRECTOR e GENE THAYER Pimy.x? SPONSOR e

OFFICE OF BUDGET AND PROGRAM PLANNING
Revised Fiscal Note for SB428, as introduced
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Fiscal Request SB428, as introduced
Form BD-15
Page 2

DIVISION OF WORKERS' COMPENSATION:

ASSUMPTIONS:

1.

2.
3.

11.

12.

13.
14.

15.

Support and safety services for the State Compensatlon Mutual Insurance Fund (SCMIF) and the Division of
Workers' Compensation Insurance Compliance (DWCIC) will continue on the same basis as currently provided.
The SCMIF and DWCIC will remain in the same facility, having full use of all equipment presently utilized.
The following coordinations will continue to occur between DWCIC and SCMIF:

a. Claims management - Continued access to all claims files on demand; continued preparation of settlement
summaries and of routine orders (i.e., all word processed documents) as is currently provided;
continued access to all computer screens now available to Division staff.

b. Files and records management - Continued access tc all claims files on demand, avoiding the necessity
to complete duplicates of Plan ITTI files.

c. Continued processing of all Plan III extraterritorial certificates and corporate officer exemptions,
with appropriate notice to DWCIC (could be computer notice).

d. Continued access to all Plan III coverages and cancellations as is currently available, including
cooperation by SCMIF Policy Services Unit in providing all information currently provided to enable
expeditious identification and pursuit of uninsured employers.

e, Continued access to all SCMIF medical and hospital information in formats and time frames determined
by DWCIC in order to expedite the annual relative value fee schedule and any revised hospital rate
regulation methods necessary to implement Section 39-71-704, MCA.

The Assigned Risk Pool will be managed entirely by the State Auditor (Insurance Commissioner) without any

extra effort by DWCIC.

The State Auditor will provide estimates of revenue generated by the premium tax.

Public entities will not form new self-insurance groups.

Workload for Accident Cataloging and Uninsured Employers' Units will remain constant.

Printing costs will increase because of new information materials and new and revised forms.

Additional mailings will be required to provide adequate notice of various changes resulting from creation

of the SCMIF.

There will not be a significant increase in complaints, disputes, and litigation caused by the separation of

SCMIT from the Division.

Board will meet five days a month in FY90 and one day a month in FY91. Travel and expenses will amount to

$100/day/member.

Board will hire a secretary and internal auditor as staff positions, and will contract with an accounting

firm to review the financial condition of the fund.

Chief Executive Dfficer will be paid $80,000 annually.

All other staff positions presently emploved by the State Compensation Insurance Fund will be retained by

the State Compensation Mutual Insurance Fund at their present salaries.

Budget shown under current law is that approved by the Human Services Appropriations Sub-Committee.



Fiscal Note Request SB428, as introduced

Form BD-15
Page 3

DIVISION OF WORKERS' COMPENSATION:

FISCAL TMPACT:

FYS0 FYot
Current Proposed Current Proposed
Revenue: Law Law Difference Law Law Difference
Assessments $9,525,912 $9,716,759 $ 190,847 $9,444,727 $9,595,574 $ 150,847
Expenditures: $9,525,912 $9,716,759 $ 190,847 $9,444,727 $9,595,574 $ 150,847
Fund Impact:
State Special
Revenue $ -0- $ -0- $ -0- $ -0- $ -0- $ -0-
DEPARTMENT OF ADMINTSTRATION:
ASSUMPTIONS:
1. Assume the Workers' Compensation Court would move from the Department of Administration to the Department of
Labor and Industry. The budget approved to date by the General Government Subcommittee will also move.
2. The Department of Administration cannot calculate the fiscal impact of moving the Board of Directors of the
State Compensation Mutual Insurance Fund.
FISCAL IMPACTS: ¥Y90 Y81
Current Proposed Current Proposed
Expenditures: Law Law Difference Law Law Difference
Personal Services $231,247 $ -G- ($231,247) $231,722 $ -0- $ 231,722
Operating Expenses 74,887 -0- ( 74,887) 71,214 -0~ ( 71,214)
FTE level 8.0 0 (8.0) 8.0 0 (8.0)
Fund Impact:
State Special
Revenue $306,134 $ -0- ($306,134) $302,936 $ -0- ($ 302,936)
STATE AUDITORS OFFICE:
ASSUMPTIONS:
1. That one grade 12, step 2 employee in the State Auditor's Office will be required to ccordinate the assigned
risk pool required under Section 13 of the bill. Annual cost: $21,400.
2. That the premium tax rate will remain at 2.757.
3 That workers' compensation premiums written by private insurers in calendar year 1987 were $57,206,000; that

workers' compensation premiums earned by the state fund for FY88 were $85,865,000.

4, That private insurers' premiums will increase in calendar vears 1988, 1989, and 1990 at rates of 20%, 15Z,
and 107 respectively.

5. That the state fund premiums will increase in FY89, FY90, and FY91 at rates of 10%Z, 15%, and 15%,
respectively.

6. That the general fund will reallocate private insurer premium taxes of $2,170,000 and $2,388,000 for FYSO

and FY9%91, respectively, to reduce the state fund deficit.

sB Y2V



.Fiscal Note Request SB428, as introduced

Form BD-15
Page 4
7. That totally new premium taxes from the state fund will be $2,987,000 and $3,435,000 for FY90 and FY91,

respectively, to be used to reduce the state fund deficit. However, these tax monies represent a loss to
the general fund.

8. That the state fund currently holds approximately 607 of the market share of workers' compensation
insurance; that this bill may cause a significant change in that percentage, but such change is not
contemplated in the accompanying calculations.

G. That a triennial examination of the state fund, required by 33-1-401 under this bill and estimated to cost
$30,000, would be conducted in FY9! {contracted services; operating expenses).

10. That the State Auditor's Office will not need to expend contracted services to develop the "Assigned-Risk
Plan" mentioned in Section 13 of this bill.

FISCAL IMPACT: FY90 FY91l

Current Proposed Current Proposed
Revenue: Law Law Difference Law Law Difference

Premium Tax

State Fund $ -0- $2,987,000 $2,987,000 3 -0- $3,435,000 $3,435,000
General Fund*

Private Insurers $2,170,000 § -0- ($2,170,000) $2,388,000 3 -0- ($2,388,000)
State Special Fund

Private Insurers § -0- $2,170,000 $2,170,000 $ -0- $2,388,000 $2,388,000

Expenditures: $ -0- $ 25,756 $ 25,756 $ -0- $ 52,926 $ 52,926

Fund Tmpact:

General Fund $2,170,000 5 -0- ($2,170,000) $2,388,000 3 -0- ($2,388,000)
State Special
Revenue $ -0- $5,157,000 $5,157,000 $ -G- $5,823,000 $5,823,000

*The Premium Tax collected from private insurers writing workers compensation insurance under plan no. 2 will be
transferred from the general fund to the newly created state fund.

<3 428
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY

SENATE BILL NO. 428

INTRODUCED BY THAYER, NATHE, THOMAS, NOBLE, MEYER,
DRISCOLL, PAVLOVICH, GRADY, MAZUREK, WILLIAMS, SMITH,

SQUIRES, GLASER, RAPP-SVRCEK, RUSSELL, AKLESTAD,

DEVLIN, RASMUSSEN, GRINDE, MARKS
BY REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE STATE
COMPENSATION MUTUAL INSURANCE FUND TO INSURE EMPLOYERS FOR
WORKERS® COMPENSATIONM AND OCCUPATIONAL DISEASE LIABILITY;
PROVIDING FOR A BOARD OF DIRECTORS; ESTABLISHING THE POWERS
AND DUTIES OF THE BOARD AND THE CHIEF EXECUTIVE OFFICER OF
THE STATE COMPENSATION MUTUAL INSURANCE ' FUND; TRANSEFERRING
THE OFFICE QF WORKERS' COMPENSATION JUDGE TO THE DEPARTMENT

QF LABOR AND INDUSTRY; AMENDING SECTIONS 2-15-1014,

2-35-1F827 2-18-1013, 33-2-119, 33-17-502, 33-18-212,
37-72-141, 39-71-116, 39-71-201, 35%-71-203, 39-71-206,
39-71-306 THROUGH 39-71-308, 395-71-4013, 39-71-421,
39-71-604, 39-71-704, 39-71-901, 39-71-908, 39-71-910,

39-71-911, 39-71-913, 39-71-2303, 39-71-2307, 39-71-2308,

39-71-2321 THROUGH 39-71-2323, 139-71-2325, 39-71-2327,

39-71-2501, 39-72-201, AKR  39-72-310, 50-71-102, AND

50-73-102, MCA; REPEALING SECTIONS 2-15-1702, 39-71-2301,
39-71-2302, 39-71-2304 THROUGH 39-21-2306, AND 39-71-2324,

MCA; AND PROVIDING EFFECTIVE DATES."
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STATEMENT OF INTENT
A statement of intent is required for this bill because
[section B] grants rulemaking autnority to the newly created
state fund to adopt cor repeal rules or amend existing rules
tc implement the new state compensation mutual insurance
fund. The chief purposes of creating the state fund as a
mutual insurer and placing it in a department other than the

department of labor are:

(1) to remove the 1inherent conflict between the
interests of the workers' compensation divisian  in
regulating all workers' compensation insurers 1n ti. . itate,
including the state compensation insurance Fund, and the

interests of the state fund as a workers' compensation
lnsurer; and

(2} to ensure the solvency of the new state fund.

The legislature recognizes that the fund actuary has
determined that at June 30, 1988, a full funding deficiency
of $157.3 million existed for the present state compensation
insurance fund. The legislature intends that the new state
compensation mutual insurance fun¢ adept rules in a manner
that will assure the solvency of the new fund. Rates must be
set on an actuarially sound basis as required by state law.
Ta further ensure the solvency of the state fund, it is not

the workers' compensation insurer of last resort, as the

-2 SB 428

SECOND READING



10

11

12

13

14

15

16

17

i8

19

20

21

22

23

24

25

SB 0428/02

state fund presently is. The new state fund would not be
bound to insure all employers wha apply to it for workers'
compensation coverage, except for state agencies. ft-coutd
refuse~ta-inspre-an-employer-it-constdered-a-peor-riaks

As the primary means of ensuring the solvency of the
state fund, it must institute safety programs and set rates
in a manner that awards employers who provide a safe working
environment and penalizes employers who do not.

The legislature further intends that the new state fund
institute programs to automate the processing c¢f claims and
payment of benefits. The state fund may contract out tc the
private sector certain claims administration and servicing
functions if the state fund determines 1t to Dbe
cost-effective.

THE LEGISLATURE INTENNDS THAT THE GOVERNOR SHALL

IMPLEMENT STAGGERED TERMS IN NAMING THE INITIAL MEMBERS OF

THE BOARD.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEw SECTION. Section 1. Intent and purpose of plan.
It is the intent and purpose of the state fund to allow
employers the option to insure their liability for workers'
compensation and occupational disease coverage with a
nonprofit, independent public corporation. The state fund is

a domestic mutual insurer. It is not required to insure any

-3- SB 428
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employer in this state requesting coverage, and it may
refuse coverage for an employer, except a state agencyry-that
the-astate-fund-determines-to-be-a-bad-riak. The state Ffund
must be neither more nor less than self-supporting. Premium
rates must be set at a 1level sufficient to fund the
insurance program, including the costs of administration,
benefits, and adeguate reserves. For the purpose of keeping
the state fund seolvent, it must implement satety-programs

VARIABLE  BRICING  LEVELS  WITHIN INDIVIDUAL RATE

CLASSIFICATIQONS to reward an employer with a good safeby
record and penalize an employer with a pour satety record.
NEW SECTION. Section 2. pefinitions. Untesa tne
context requires otherwise, in [sections 1, 2, and 4 through
12] the following definitions apply:-
(1} "Board"” means the board of directors of the state

compensation mutual insurance fund provided for in {secticn

3}.

(2) TM"Department" means the department of
administration provided for in 2-15-1001.

{3) "Executive director" means the c¢hiel executive

aofficer ot the state compensation mutual insurance fund.
{4) "State fund" means the state compensation mutual
insurance fund provided for in (section 1]. It is also known

as compensation plan No. 3 or plan No. 3.

NEW SECTION. Section 3. Board of directors of the

—-4- 5B 424
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state compensation mutual insurance fund. (1) There is a
board of directors of the state compensation mutual
insurance fund.

{2) The board 1is allocated to the department for
administrative purposes only as prescribed in 2-15-121.
However, the board may employ its own staff.

(3) The board may provide for its own office space and
the office space of the state fund.

(4) The board consists of five members appointed by
the governor. The executive director of the state fund is an
ex officio nonwvoting member.

(5) At least three of the five members shall represent
state fund policyholders and may be employees of state Eund
policyholders. At least three members of the board shall
represent private, for-profit enterprises. A member of the
board may not:

(a) represent or be an employee of an insurance
company that is licensed to transact workers® compensation
insurance under compensation plan Ho. 2; or

(b} be an employee of a self-insured employer under
compensation plan No. 1.

(6) A member is appointed for a temm of 4 years. The
terms of board members must be staggered. A member of the
board may sServe no more than two 4-year terms. A member

shall hoid office until a successor is appointed and

-5- SB 428
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qualified.

(7) The beard--ia--desigrnated--aa MEMBERS MUST BE

APPOINTED AND COMPENSATED IN THE SAME MANNER AS MEMBERS OF a

gquasi-judicial board for-the--purpeses—-of AS PROVIDED 1IN

2-15-124, except that the requirement that at least one

member be an attorney does not apply.

NEW SECTION. Section 4. State compensation  mutual

insurance fund created. There is a state compensation mutual
insurance fund known as the state fund that is a nonprefit,

independent public corporation established for tne purpose

of allowing an option for employers to  insure their

liability for workers' compensation and occupational disease

coverage under this chapter. The state fund exists as a

domestic mutual insurer as defined in 33-3-102.

NEW SECTION. Section 5. Management of state fund --

powers and duties of the board. (1) The management and

control of the state fund is wvested solely in the board.

{2) The board is vested with full power, authority,

and jurisdiction aver the state fund. The board may perform

all acts necessary or convenient in the exercise of any

power, authority, or Jurisdiction over the state ftund,
either in the administration of the state fund or in
connection with the insurance business to be carried on

under the provisions of {sections 1, 2, and 4 through 12},

as fully and completely as the governing body of a private
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mutual insurance carrier, in order to fulfill the objectives
and intent of [sections 1, 2, and 4 through 12],

NEW SECTION. Section 6. Personal liability excluded.
The members of the bocard, the executive director, and
employees of the state fund are neot lliable perscnally,
either jointly or severally, for any debt or obligation
created or incurred by the state fund.

NEW SECTI Section 7. Appointment of executive

director —— management staff. The beoard shall appeoint an
executive director of the state fund who has general
responsibility for the operations of the state FEund. The
executive director must have executive level experience,
with knowledge of the insurance industry. The executive
director must receive compensation as set by the board and
serve at the pleasure of the board. The executive director
may hire the maragement staff of the state fund, each of
whom serves at the pleasure of the executive director,

NEW SECTION. Section B. Powers of the state Ffund -~
rulemaking. For the purposes of carrying out 1ts functions,
the state fund may:

{1} insure any employer for workers' compensation and
occupational disease liability as the coverage is regquited
by the laws of this state and, in connection with the
coverage, provide employers’' liability insurance. The state

fund may charge a minimum yearly premium to cover its
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administrative costs for coverage of a small employer.

(2) sue and be sued:;

(3) adopt, amend, and repeal rules relating to the
conduct ©f its business;

{4} enter into contracts relating Lo the
administration of the state fund, including claims
management, servicing, and payment;

{5} collect and disburse money received;

{6) adopt classifications and charge premiums fur the
classifications so that the state fund will be neither more
nor less than self-supporting. The state fund naust  pelong
to  the national council an compensdtblon insuraifcs ana snail
use the classifications of employment adopreod oy the
nacicnal council AND CORRESPONDING RATES _AS & BASIS FOR

SETTING ITS OWN RATES,

{(7) pay the amounts determined due under a policy of
inzurance 1lssued by the state fund;

{8} hire personnel;

{9) declare dividends if there is an excess of assets
over liabilities. However, dividends may not be paid untitl
the antunded liability of the state fund is eliminated AND

ADEQUATE ACTUARTALLY DETERMINED RESERVES ARE DETRRMTNED.

(10) perform all functions and exercise all powers of a
domestic mutual insurer that are necessdary, appropriate, or

convenient for the administratioen of the state fund,

-8- SB 428
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NEW SECTION. Section 9, Property of the state fund —-
investment required. All premiums and other mcney paid to
the state fund, all property and securities acquired through
the use of money belonging to the state €Eund, and all
interest and dividends earned upon money belonging to the
state fund are the sole property of the state fund and must
be wused exclusively for the operations and cbligations of
the state fund. The money collected by the state fund may
not be used for any other purpose. However, state fund money
must be invested by the beard of investments provided for in
2-15-1808.

MEW SECTION. Section 10. state fund a mutual
insurance carrier. (1) The state fund is a domestic mutual
insurer controlled by the laws relating to the regulation of
domestic mutual insurers in this state. However, the
formation, incorperation, bylaws, and bonding reguirements
set forth in Title 33, chapter 3, do not apply to the state
fund.

{2} The commissioner of imsurance may not terminate
the operations of the state fund based on insolvency due to
the unfunded liability that is recognized to exist on the
date of passage of [sections 1, 2, and 4 through 12] and
recognized in [section 12).

(3) The state fund 1is subject to the premium tax

liability for insurers as provided in 33-2-705 BASED ON
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EARNED PREMIUM AND PAID ON REVENUE FROM THE PREVIOUS FISCAL

YEAR .

MEW SECTION. Section 11. Assets and 1liabilities of
prior state fund. All assets and funds held by the state
compensation insurance fund established in 39-71-2301
through 39-71-2308 and 39-71-2321 through 39-71-2327 must be
transferred to the state fund, and the state £fund shall
assume liability for all outstanding claims and indebtedness

cf the previously existing state fund.

NEW SECTION. Section 12. uUnfunded 1liability. (1) It
is recognized at the date of creation of the state fund that
there exists an unfunded liability that 1s being assumed by
the newly created state Eund for the prior state
compensation insurance fund's 1liability for industrial
injuries and occupational diseases that occurred prior to
July 1, 1987. To assist the state fund in alleviating the
unfunded liability, the premium taxes collected by the state
from the following sources must be transferred to the newly
created state fund:

(a) the state fund:

{b) excess or reinsurance poclicies on self-insurers
writing coverage on a self-insurer's workers' compensation
program under compensation plan No. 1; and

{c) private Iinsurance carriers writing workers'

compensation insurance under compensation plan No. 2.
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{2) The premium taxes must be transferred to the state
fund for payment of the unfunded liability. The premium tax
payments must continue until the unfunded liability has been
paid, at which time the premium taxes must be paid to the
general fund.

KEW SECTION. Section 13. Assigned risk plan. (1) The
commissioner of insurance shall promulgate and administer a
plan to eguitably apportion among the sktate fund, plan
No. 3, and private insurers, plan No. 2, the coverage
required by this chapter for employers who are unable to
procure coverage through ordinary methods.

{2) All plan No, 2 insurers and the srate fund shall
subscribe to and participate in the assigned risk plan.

{3) If an 1insurer refuses to accept its equitable
apperticnment under the assigned risk plan, the commissicner
of insurance may suspend or revoke the insurer's authority
to  issue workers' compensation eoverage-contracts INSURANCE
POLICIES in this state.

Section 14. Section J39-71-116, MCA, is amended to
read:

“39-71-116. Definitions. Unless the context otherwise
regquires, words and phrases employed in this chapter have
the following meanings:

{1) "Average weekly wage” means the mean weekly

earnings of all employees under covered employment, as
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defined and established annually by the Montana department
of labor and industry. It is established at the nearest
whole dollar number and must be adopted by the division of
workerst-compensation prior ta July 1 of each year.

{2} "Beneficiary" means:

(a) & surviving spouse living with or legally entitled
to be supported by the deceased at the time of injury;

(b) an unmarried child under the age of 18 years;

{c) an unmarried child under the age of 22 years who
is a full-time student in an accredited school or is
enrolled in an accredited apprenticeship program;

(d) an invalid child over the age of 18 years wr: is
dependent upon the decedent for support at the time of
injury;

{e) a parent who is dependent upon the decedent for
support at the time of the injury (however, such a parent is
a beneficiary only when no beneficiary, as defined in
subsections (2){a) through (2)(d) of this section, exists);
and

{(f) a brother or sister under the age of 18 years if
dependent upon the decedent for support at the time oF the
injury (however, such a brother or sister is a beneficiary
only until the age of 1B years and only when no beneficiary,
as defined in subsections (2}{a} through (2){e) of this

sectian, exists).
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{3) "Casual employment” means employment not in the
usual course of trade, business, profession, or occupation
of the employer.

{4) "Child" includes a posthumous child, a dependent
stepchild, and a child legally adopted prior to the injury.

{(5) "Days" means calendar days, unless otherwise
specified.

{6) "Department” means the department o¢f labor and
industry.

{7) "Division" means the division of workers'

compensation insurance compliance of the department of labor

and industry provided-for-in-2-15-3782.

(B8} "Fiscal year" means the period of time between
July 1 and the succeeding June 30.

(9) "Insurer" means an employer bound by compensation
plan No. 1, an insurance company transacting business wunder
compensation plan No. 2, the state compensatien-insurance
fund under compensation plan No. 3, or the uninsured
employers' fund provided for in part 5 of this chapter.

{10) "Invalid" means one who is physically or mentally
incapacitated.

(11) "Maximum healing" means the status reached when a
warker is as far restored medically as the permanent
character of the work-related injury will permit.

{12) "Order* means any decision, rule, direction,
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requirement, or standard of the division or any other
determination arrived at or decision made by the division.

(13) "Payrell"”, ™annual payroll”, or "annual payroll
for the preceding year" means the average annual payroll of
the employer for the preceding calendar year or, if the
employer shall not have operated a sufficient or any length
cf time during such calendar vyear, 12 times the average
monthly payrcll for the current year; provided, that an
estimate may be wmade by the division for any employer
starting in business where no average payrolls are
available, such estimate to be adjusted by additional
payment by the employer or refund by the division, as the
case may actually be, on December 31 of such current year.

(14) "Permanent partial disability" means a condition,
after a worker has reached maximum healing, in which a
worLker:

(a) has a medically determined physical restriction as
a result of an injury as defined in 319-71-119; and

{b) 1is able to return to work in the worker's job pool
pursuant to one of the options set forth in 39-71-1012 but
suffers impairment or partial wage loss, or both,

{15) "Permanent total disability" means a condition
resulting Erom injury as defined in this chapter, after a
worker reaches maximum healing, in which a worker is unable

to return to work in the worker's job pool after exhausting
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all options set forth in 39-71-1012.

(16) The term "physician® includes "surgeon" and in
either case méans one authorized by law to practice his
profession in this state.

{17) The "plant cf the employer" includes the place of
business of a third person while the employer has access to
or contrel over such place of business for the purpose of
carrying on his usual trade, busin€ss, or occupation.

{(18) "Public corperation" means the statée or any
county, municipal corporation, school district, city, city
under commission form oF government or special charter,
town, or village.

{19) "Reasonably safe place to work" means that the
place of employment has been made as free from danger to the
life or safety of the employee as the nature of the
employment will reasonably permit.

{20) "Reasonably safe tools and appliances” are such
tools and appliances as are adapted to and are reascnably
safe for use for the particular purpose for which they are
furnished.

(21) "Temporary total disability"” means a condition
resulting Erom an injury as defined in this chapter that
results in total loss of wages and exists until the injured
worker reachés maximum healing.

(22) "Year”, unless otherwise specified, means calendar
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year.”

Section 15. Section 39-71-201, MCA, is amended to
read:

"39-71-201. Administration £und. (1) A workers'
compensation administration fund is established out of which
all costs of administering the Workers' Compensation and
Occupational Disease Acts and the various occupational
safety acts the division must administer are to be paid upen
lawful appropriation. The following meneys money collected
by the division sha}t must be deposited in the state
treasury to the credit of the workers' compensation
administrative fund and shail must be used tor the
administrative expenses of the division:

(a) all fees and penalties provided in 39-71-205 and
319-71~304;

{b) all fees paid for inspection of boilers and
issuance of licenses teo operating englneers as reguired by
law;

fc) ail fees paid from an assessment on each plan No.
1 employer, plan No. 2 insurer, and plan No. 3, the state
tnagranee fund. The assessments shatt must be levied
against the preceding calendar year’'s gross annual payroil
of the plan No. 1 employers and the gross annual direct
premiums collected in Montana on the policies of the plan

No. 2 insurers, insuring employers covered under the
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chapter, during the preceding calendar year. However, no
assessment of the plan No. 1 employer or plan No. 2 insurer
shail may be less than $200. The assessments shai} must be
sufficient to fund the direct costs identified to the three
plans and an equitable portion of the indirect costs based
on the ratio of the preceding fiscal year's indirect costs
distributed to the plans, using proper accounting and cost
allocation procedures. Plan No. 3 shat: must be assessed an
amount sufficient to fund its direct costs and an equitable
portion of the indirect costs as referred to above. Other
sources of revenue, including unexpended funds from the
preceding fiscal year, sha*t must be used to reduce the
costs before levying the assessments.

{2) The administration fund shait must be debited with
expenses incurred by the division in the general
administration of the provisions of this chapter, including
the salaries of its members, officers, and employees and the
travel expenses of the members, officers, and employees, as
provided for in 2-18-501 through 2-18-503, as amended,
incurred while on the business of the division either within
or without the state.

{(3) Disbursements from the administration mcney shatt
must be made after being approved by the division upon claim

therefor."

Section 16. Ssection 39-71-203, MCA, is amended to
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read:

"39-71-203. Powers of division —- rules ---staffing.
{1}y The division is hereby vested with full power,
authority, and jurisdiction to do and perform any and all
thingss—-whether —herein--specificatiy--deaignated--~or---in
mddition—-theretoy that are necessary or convenient in the
exercise of any power, authority, or jurisdiction conferred
upon it under this chapter.

(2) The division may adopt rules to carry out the
provisions of this chapter,

{3)--Fhe-diviston-shatt-emproy-sufficient-personnet——ta
atiow-~it--te--meet-the-ctaima-processing-goats-contained—in
39-71-6084--Fhe-diviston—shati--impitement--—ataffing--patterns
that-are-supported-by-indicaters-of-workicads--Fhe-open-£fiie
ta--the-—-worktoad--indicator--far-ciaims-pracessingry-and-the
number-of-open-ciarms-per-ciaims-examiner-may--not--be--teas
than--368s-~Phe-—ciaima--supporc-——ataff;-incinding-the-frie;
medicat-payr-and-new-ciatms-units;-may-not-exceed--two--PPEs
per—-ctaima--examiners-—-Ffhe-—adminrstrative-and-underwriting
staffing-must-be-based--on--the--numbar--sf--premrum--paying
polieyholiders—--and--may--not—-execeed--i:é-~F¥ES--per--1;080
poticyholderss

t4y--Phe-diviston-administrater-shati-submit-a—-revised
operation--plan-to-the-budget-cffice-for-review—and-approval

and-to-the-legislative-finance-committec-for-review-wheanaver
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increases-or-decreasca-cf-staff-are-necessary--to--implement
the-provisions—-of-subsection~t33=< ‘
t5%-~Punds-from-the-state~-speciai-revenue-fund-shati-be
Haed-to-impiement-subsectron-¢33:"
Section 17. Ssection 39-71-206, MCA, is amended to
read:

"39-71-206. Legal advisers adviger ADVISERS of

division and state fund. ¢%y The attorney general shali-he

is the legal adviser of the division and the state fund and

shall represent %t either entity in all proceedings whenever
so if requested by the division or state fund any-member

thereof. THE DIVISTION AND STATE FUND MAY EMPLOY OTHER

ATTORNEYS OR LEGAL ADVISERS AS THEY CONSIDER NECESSARY.

t2y--The-division-may;-in-che-inveatigation-and-defense
of--cases-under-pian-No:-3-of-the-Herkeral-Campensatiron-Acky
emptoy-such-other-attorney-or—-tegai--adviser--as--t+b--deems
neceasary--and--pay--for--the--same--sut--sf--the-itnduscriat
insurance-account-in-the-expendabte-truat-fund:"

Section 18. section 39-71-306, MCA, is amended to
read:

*39-71-306. Pian--one--empleyera-and-pian-two-insurers

Insurers to file duplicate--receiptas SUMMARY REPORTS OF

BENEFITS paid for injuries and statements of medical
expenditures. Every employer-coming-under-the-provisiona--af

cémpensatien--pian--No--1-and-every-inaurer ceming-under—the
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provisiona-of-compensmtion-plan-Ne--2 insurer shall, on or
before the 15th day of each and every month, file with the
division:

{1) dupiicate-receipts SUMMARY REPORTS OF BENEFITS for

all payments made during the previous month to injured
workers or their beneficiaries or dependents; and

(2} statements showing the amounts expended during the
previous month for medical, surgiecal, and hospital services
for injured workers and for the burial of deceased workers."

Section 19. section 35-71-307, MCA, is amended to
read:

"39-71-307. Employers and insurers to file reports of
accidents. (1) Bvery employer of-taber and every insurer is
hereby required to Ffile with the division, under sueh
division rules as-the-diviston-may-from-time-to-time-make, a
full and complete report of every accident toc an employee
arising out of or in the course of his employment and
resuiting in loss of life or injury to aweh--perasn the
employee. Sueh The reports shatt must be furnished to the
division in sueh the form and sweh detail as the divisicn
shati--from-time-to-time-prescribe prescribes and shaii-make

must provide specific answers to all questions required by

the division under its rules.;-excepty-in-ease-he However,

if an empioyes EMPLOYER is unable to answer any--such

questionsy--a--good-and-suffreient-reasen-ahatri-be-given-for
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such-fatlure a question, he shall state the reason he is

unable to answer.

{2} Every insgrance---cempany insurer transacting
business under this chapter shall, at the time and in the
manner prescribed by the division, make and file with the
divisicn sueh the reports of accidents as the division may
require requires.”

Section 20. sSection 39-71-308, MCA, is amendvd to
read:

"39-71-308. Neglect or refusal of public corporation
to file payroll reports —— arbitrary assessment by division.
Whenever-~-any If a public corporation insured by the state
compensatien—insuranee fund neglects or refuses to file
prescribed payroll reports of its employees, the division
may levy an arbitrary assessment upon sueh the public
corperation in an amount of §75 for each such assessment.y

which-assessments-shatt The assessment must be collected in

the manner provided in this chapter for the collection of
assessments.”

Section 21. section 39-71-4031, MCA, is amended to
read:

"39-71-403. Plan three exclusive for state agencies --
election of plan by other public corporations. (1) Where If
a state agency is the employer, the terms, conditions, and

provisions of compensation plan No. 3, state fund, shall-be
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are exclusive, compulsory, and obligatory upon both employer
and employee. BAny sums necessary to be paid under the
provisions of this chapter by any state agency shaii-be are
considered to be ordinary and necessary expense of the
agency, and the agency shall make appropriation of and pay
such the sums into the state compensatien-insurance fund at
the time and 1in the manner provided for in this chapter,
notwithstanding that the state agency may have failed to
anticipate such ordinary and necessary expense 1in anay
budget, estimate of expenses, appropriations, crdinances, or
otherwise.

{2) A public corporation, other than & state agency,
may elect coverage under compensation plan No. 1, employer;
plan No. 2, insurer; or plan No. 3, state insurance fund;
separately or jointly with any other public corporation,
other than a state agency. A public corporation electing
compensation plan No. 1 may purchase reinsurance. A public
corporation electing compensation plan No. 1 is subject to
the same provisions as a private employer electing
compensation plan No. 1.

(3) A public corporation, other than a state agency,
that elects plan No. 1 may establish a fund sufficient to
pay the compensation and hbenefits provided for in this
chapter and chapter 72 and to discharge all liabilities that

reasonably incur during the Ffiscal year for which the
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election is effective. Proceeds from the fund must be used
only to pay claims covered by this chapter and chapter 72
and for actual and necessary expenses reguired for the
efficient administration cf the fund.

(4) All money in the fund established under subsection
(3) not needed to meet immediate expenditures must be
invested by the governing body of the publiec c¢orporation,
and all proceeds of the investment shall be credited to the
fund.”

Section 22. section 39-71-421, MCA, is amended to
read:

"39-71-421. Financial incentives to institute safety
programs, ?he—state—compensabicn—insnrance‘—fundw--p}an—~ﬁa7
37--and--private FPrivate rasurersy-pian-Nes-27 INSURERS may
provide financial incentives to an employer who implements a
formal safety program. $he-insnrance-carrier An insurer may
provide to an employer a premium discount that reflects the
degree of risk diminished by the implemented safety
program.”

Section 23. Ssection 39-71-604, MCA, is amended to
read:

"39-71-604. Application for compensation. (1) Where If
a worker is entitled to benefits under this chapter, the
worker shall file with the insurer or the division all

reasonable information needed by the insurer toc determine

-23- SB 428

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB 0428/02

compensability. It is the duty of the worker's attending
physician to lend all necessary assistance in making
application fer compensation and such proof of other matters
as may be required by the rules of the division without
charge to the worker. The filing of forms o©or other
documentation by the attending physician does not constitute
a claim for compensation.

{2) where If death results from an injury, the parties
entitled to compensation or scmecne in their behalf shall
file a c¢laim with the insurer or the division. The claim
must be accompanied with proof of death and proof of
relationship, showing the parties entitled to compersacion,
certificate of the attending physician, 1if any, and such
other proof as may be required by the division.

t31--Fhe-—goai-of-the-division-is-to-process-ati-ciaims
for-compensatien-within-i4-days-after-tnittat-aeceptance--of
tiabitity-fer-a-ctaim:"

Section 24. section 39-71-704, MCA, is amended to
read:

"39-71-704. Payment of medical, hospital, and related
services -- fee schedules and hospital rates. (1) In
addition to the compensation provided by this chapter and as
an additional benefit separate and apart £rom compensation,
the following ahat} must be furnished:

{a) Atter the happening of the injury, the insurer
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shall furnish, without limitation as to length of time or
dollar amount, reasonable services by a physician or
surgeon, reasocnable hospital services and medicines when
needed, and such other treatment as may be approved by the
division for the injuries sustained.

(b) The insurer shall replace or repair prescription
eyeglasses, prescription contact lenses, prescription
hearing aids, and dentures that are damaged or lost as a
result of an injury, as defined in 39-71-119, arising out of
and in the course of employment.

(2) A relative value fee schedule for medical,
chirgpractic, and paramedical services provided for in this
chapter, excluding hospital services, shall must be
established annually by the werkers'--ecompensatien division
and become effective 1in January of each year. The maximum
fee schedule must be adopted as a relative value fee
schedule of medical, chiropractic, and paramedical services,
with wunit wvalues to indicate the relative relationship
within each grouping of specialties., Medical fees must be
based on the median Eees as billed to the state compensstion
tnaurance fund during the year preceding the adoption of the

schedule. THE STATE FUND SHALL REPORT FEES BILLED IN THE

FORM AND AT THE TIMES REQUIRED BY THE DIVISION. The division

shall adopt rules establishing relative unit values, groups

of specialties, the procedures insurers must use to pay for
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services under the schedule, and the method of determining
the median of billed medical fees. These rules shatl must be
modeled on the 1974 revision of the 1969 California Relative
Value Studies.

{3) Beginning January 1, 1988, the division shall
establish rates for hospital services necessary for the
treatment of injured workers. Approved rates must be in
effect for a period of 12 months from the date of approval.
The division may coordinate this ratesetting function ;ith
other public agencies that have similar responsibilities.

{4) Notwithstanding subsection (2), beginning January
1, 1988, and ending January 1, 1990, the maximum fees
payable by insurers must be limited to the relative value
fee schedule established in January 19587. Notwithstanding
subsection ({3), the hospital rates payable by insurers must
be limited tc those set in January 1988, until December 31,

1989."

Section 25. section 39-71-901, MCA, is amended to

read:

“39-71-901. Definitions. As used in this part, the
following definitions apply:

(1) "Vocationally handicapped" means a person who has
a medically certifiable permanent impairment which is a
substantial obstacle to obtaining emplayment or to obtaining

reemployment if the employee should become unemployed,
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considering such factors as the person's age, education,
training, experience, and employment rejection.

{2} “"Certificate" means documentation issued by the
division ef--warkeral--compenaatien to an individual who is
vocationally handicapped.

{3} "Fund" means the subsequent injury fund."

Section 26. section 39-71-908, MCA, is amended to
read:

"39--71-908. Notification of fund of its potential
liability under part -- review by fund. Nct less than 390 or
more than 150 days before the expiration of 104 weeks after
the date of injury, the empieyer,-earrier;-or-the-industriat
insurance-fund;-as-the-case-may-be; insurer shall notify the
fund whether it 1s likely that compensation may be payable
beyond a pericd of 104 weeks after the date of the injury.
The fund thereafter may review, at reascnable times, such
information as the empioyer;--carritery-—or--industriat
tnsurance-fund insurer has regarding the accident and the
nature and extent of the injury and disability.”

Section 27. section 39-71-910, MCA, is amended to
read:

*39-71-910. Procedure for resolving disputes as to
liability under part. (1) If an employee was employed or
retained in employment under the provisions of this part and

a4 dispute or controversy arises as to payment of benefits or
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the liability therefor, the division shall hold a hearing
and resclve all disputes. On motion made in writing by the
employers-carriery-or-industrinlt-insuranee-fund insurer, the
administrator shall join the fund as a party defendant.

{2) The division, within 5 days of the entry of an
order Joining the fund as a party defendant, shall give the
fund written notice thereof not less than 20 days before the
date of hearing and shall include the name names of the
employee and the employer insurer and the date of the
alleged injury or disability. The fund named as a defendant
shatt--have has 10 days after the date of notification to
file objections to being named as a party defendant. On the
date of the hearing at which the liability of the parties is
determined, the hearing examiner first shall hear arguments
and take evidence concerning the joinder as party defendant.
If the fund has filed timely objection and if argument and
evidence warrant, the hearing examiner shall grant a motion
to dismiss.

(3) At the time of the hearing, the empieyer insurer
and fund may appear, cross—examine witnesses, give evidence,
and defend both on the igssue of liability of the empiayer
insurer to the employee and on the issue of the liability of
the fund.

{4) The hearing examiner shall make findings of fact

and conclusicns of law determining the respective liability
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of the empioyer insurer and the fund."

Section 28. section 39-71-911, MCA, is amended to
read:

“39-71-911. Obligation to make payments on behalf of
fund not an independent liability. The obligation imposed by
this part on the empleyery-carriery;-or-induskriaml--tnsurance
fund insurer to make payments on behalf of the fund does not
impose an independent liability on the empteyerj;-carrier;-or
industriak-inanrance-fund insurer.”

Section 29. Section 139-71-913, MCA, is amended to
read:

"39-71-%13. Payments by fund directly to persons
entitled. If the empleyery--carrters;-—-or—-the—industriat
tnsuranee-fund insurer does not make the payments on behalft
of the fund, the Fund may make the payments directly to the
persons entitled to the payments.”

Section 30. section 39-71-2303, MCA, is amended to
read:

"39-71-2303. Manner of electing —-— contract or policy
of insurance —- payment of premium. The divisten state fund
shall prescripe the procedure by which empioyers an employer
may elect to be bound by compensation plan No. 3, the
effective time of such the election, and the manner in which
sweh the election is terminated for reasons other than

default in payment of premiums. Every employer electing to
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be bound by compensation plan No. 3 shait must receive from
the divisien state fund a contract or policy of insurance in
a form approved by the division, The premium thereon-shati
must be paid by the employer to the diviaten state fund at
such times as the divisism--ahall--preseribe state fund
prescribes and shett must be paid over by the division state
Eund to the srate treasurer to the credit of the industrial

tnsurance-expendable-truse state mutuai-insarance fund.”

Section 31. section 39-71-2307, MCA, is amended to
read:

"39-71-2307. Cancellation of coverage under--ptan--fer
defautr -- thirty days' notice required. The dtvi=ton-ia
hereby-sutherized-in-its-disecrerion-es state fund may cancel
an employer's rdght to operate under plan No. 3 of the
Workers' <Compensation Act for failure to pay the premiums

due QR BECAUSE OF A SIGNIFICANT CHANGE IN LIABILITY

EXPOSURE. When the divisien-makes-an-order-emnceting state
fund cancels an employer's right-for-fatlure-te-pay-premiums
COVERAGE, the-diviatea it shall notify the emplaoyer of its
intent to cancel the emplcyer at least 310 days before the
cancellarion becomes effective. After the cancellation date,
the employer shati*-have has the same status as an employer

who is not enrolled under the Workers' Compensation act."
Section 32. Section 19-71-2308, MCA, is amended to

reag:
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“39-71-2308, Collection in case of default. (1) I1f any
an employer under plan No. 3 shail-defauit defaults in any
payment to the division state £fund, the state fund may

collect the sum due may-be-ceiiected-by-an-action-at-taw in

a civil action in the name of the state,ry-and-such-right-of

action-shalii-be The right of action is cumulative.

(2) When If an employer's right to operate has been
canceled by the diviaten state fund for failure to pay
premiums and whem—the-diviaten-in—tea-discrecion the state
fund finds that the preoperty and assets of the employer are
not sufficient to pay the premiums, the divisten state fund
may compromise the claim for premiums and accept a payment
of an amount less than the total amount due.,"

Section 33. section 39-71-2321, MCA, is amended to
read:

"39-71-232i. What to be deposited in industrtal
tnsurance--expendable--trust STATE fund. All premiums,
penalties, recoveries by subrogation, interest earned upon
money belonging to the state furd, and securities acquired
by or through use of money shat} must be deposited in the

induateial-tnsurance-expendable-truse state fund."

Section 34. Section 39-71-2322, MCA, is amended to
read:

"39-71-2322. Money in tndustrial-insaranece state fund

held in trust -- disposition of funds upon repeal of
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chapter. The moeneys money coming into the industrial
insurance-expendable-trust state fund shai:t must be held in
trust for the purpose for which such-moneys-were the money
was collected.y-and-if-this-chapter-shati--be--hereafter If

this chapter is repealed, sueh-moneys-shali-be the money is

subject to suweh the disposition as-may-be provided by the
legislature repealing this chapter. In defaaie-sf-aneh the
absence of a legislative provision, distributicn thereaf
shatt must be in accordance with the justice of the matter,
due regard being had to cobligations of compensation incurred
and existing."

Section 35. section 39-71-2323, MCA, is amended to
read:

"39-71-2323. Surplus in tnduseriat----insuranee
expendabie-trust state Eund —— payment of dividends. If at
the end of any fiscal year there exists in the tndostrial
insurance-expendable-trust state fund an excess of assets
over liabilities and a reasonable surplus, such liabilities
to include necessary reserves, which excess may be divided
safely, then the divisien state fund may declare a dividend
in sueh the manner as the rules of the divisfon-—-may state
fund prescribe to those employers who have paid premiums
inte the itndustriai-itnsurence-expendabite-trust state fund in

excess of liabilities chargeable to them in the fund for

that vyear. In determining the amcunt or proportion of the
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balance to which the employer is entitled as dividends, the
divisian state fund shall give consideration to the prior
paid premiums and accident experience of each individual
employer during the dividend year."

Section 36. section 3%-71-232%, MCA, is amended to
read:

“39-71-2325. Bziviaton State fund to keep accounts of
segregations. The diviaien state fund shall keep an accurate
account of all sueh the segregations of the tndustrial
tnsurance-expendabte-trust state fund and shall divert from
the fund any sums necessary te meet monthly payments,
pending the conversion intoc cash of any security, and in
such case shall repay the same out of the cash realized from
the security.”

Section 37. Sectrion 139-71-2327, MCA, 1is amended to
read:

"39-71-2327. Earnings of itndastriat--—--insarance
expendable——trust state fund to be credited to fund --
improper use a felony. All earnings made by the industr:ei
inasuyrance——expendable-trust state fund by reason of interest
paid for the deposit therecf ar otherwise shatt must be
credited to and become a part of the fund, and the making of
profit, either directly or indirectly, by any person out of
the use of the fund shati-eenstitute is a felony. and--on

eonvietion--theresf--ahatit--subject--the-—persen-making-suech
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profit-to-imprisonment-in-the-atate-penttentiary-for-a--term
not-exceeding-2-years-ar-a-fine-not-exceeding-$576880-or-botn

such-fine-and-imprisonments A person convicted of an offense

under this section is punishable by imprisonment in the

state prison for a term not to exceed 2 years or a fine of

not more than $5,000, or both."

Section 38. Section 39-72-201, MCA, is amended to
read:

"39-72-201. Administration of chapter. This chapter
skell--be is administered by the division eof--workerat
compensation."

Section 39. sSection 39-72-310, MCA, is awmended to
read:

*39-72-310. Occupational disease coverage under
workers' compensation plans. (1) Every employer enrolled
under compensation plan No, 1 t%ieie-357-chapter-?iy-part
234, every insurer writing--warkersi--compensatten--coverage
under compensation plan No. 2 tPrtie-39;7-chapter-Fiyz-pare
22¥, and the state ecompensatien--inauranrce fund under
compensaticn plan No. 3 t¥itie-395-chapter-7is-part-233, all
provided for wunder <the Workers' Compensation Act, are

considered to also provide full coverage for «claims under

this chapter. Any pelicy of insurance for workers!
compensation coverage under the Workers' Compensation Act
written by a private insurance carrier or the state
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cempensation-insurance fund is considered to provide full
occupational disease coverage under the provisions of this
chapter.

(2) Except as provided in this chapter, the division
shall apply the appropriate provisions of Title 33, chapter
71, parts 21, 22, and 23, to the administration of The
Occupational Disease Act of Montana in the same manner as
they are applied to the administration of the Workers'
Compensation Act.

{3) Under compensaticn plan No. 3, any premiums and
cther receipts held by the diviaien state fund for
accupational disease insurance coverage shat} must be
transferred and-become-parc-of to the workers' compensation
industrial insurance account, and payments for occupational
disease claims by the state fund shai® must be paid out of

the industrial insurance account.”
Section 40. section 2-18-103, MCA, is amended to read:

“2-18-103. OQfficers and employees excepted. Parts 1

and 2 do not apply to the following positions in state

government :
{1) elected officials:;
(2) county assessors and their chief deputy;
{3} officers and employees of the legislative branch;
(4) judges and employees of the judicial branch;

(S5) members of boards and commissions appeinted by the
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governor, appointed by the legislature, or appointed by
other elected state officials;

{6) officers or members of the militia;

{7} agency heads appointed by the governor;

{8} academic and professional administrative personnel
with individual contracts under the authority of the board
of regents of higher education;

(9) academic and professional administrative personnel
and live-in houseparents who have entered into individual
contracts with the state school for the deaf and blind under
the authority of the state board of public education;

{10) teachers wunder the authority of the department of
institutions;

(11) investment officer, assistant investment officer,
executive director, and three professional staff positions
of the board of investments;

(12) four professional staff positions under the board
of 0il and gas conservation; and

(13) assistant director for security of the Montana
state lottery; and

(14) executive director and employees of the state

compensation mutual insurance fund."

Section 41. section 33-17-%02, MCA, is amended tao
read:

"33-17-502. Prohibition on holding ocut as consultant
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-~ receiving fee., (1) Any person not licensed as an
insurance consultant in this state who identifies or holds
himself out to be an insurance consultant without having
been licensed as an insurance consultant under this part or
any person who uses any other designation or title which is
likely to mislead the public and helds himself out in any
manner as having particular insurance qualifications other
than those for which he may be otherwise licensed or
otherwise qualified 1s guilty of & misdemeanor and upon
conviction shall be fined $1,500.

{2}y Any person not licensed as an insurance consultant
with respect to the relevant kinds ©of insurance who receives
any fee for examining, appraising, reviewing, or evaluating
any insurance policy, annuity or pensicn centract, plan, or
program or who shall make recommendations or give advice
with regard to any of the above without first having been
licensed by the commissioner as an insurance consultant 1is
guilty of a misdemeanor and upon convictieon shall be fined
$1,500.

{3) Nothing in this part applies to:

{a) licensed attorneys at law in this state acting in
their professional capacity;

{b) an actuary or a certified public accountant who
provides information, recommendations, advice, or services

in his professional capacity if neither he nor his employer
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receives any compensation directly or indirectly on account
of any insurance, bond, annuity or pension contract that
results in whole or part from that information,
recommendation, advice, or services: or

() a duly 1licensed casualty 1nsurance agent who
accepts a fee from an insured for placement through the
state compensation mutual insurance fund as provided in

33-18-212."

Section 42, Section 33-1B-212, MCA, is amended to

read:

"33-18-212. 1Illegal dealing in premiums — improper
charges for insurance. (1)} Ne A person sahatl may not
willfully collect any sum as premium or charge for

insurance, which insurance is not then provided or is not in
due coutse to be provided (subject tc acceptance of the risk
by the insurer) by an insurance policy issued by an insurer
as authorized by this code.

{2) Ne A perscn shaitt may not willfully colliect as
premium or charge for insurance any sum in excess of or less
than the premium or charge applicable to such insurance and,
as specified in the policy, in accordance with the
applicable classifications and rates as filed with and
approved by the commissioner; or in cases where
classifications, premiums, or rates are not reguired by this

cocde to be so filed and approved, such premiums and charges
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shatt may not be in excess of or less than those specified
in the policy and as fixed by the insurer. This provision
sha3t may not be deemed to prohibit the charging and
collection, by surplus lines agents licensed under chapter
2, part 3, of the amount of applicable state and federal
taxes in addition to the premium required by the insurer. It
shatt may not be deemed considered to prohibit the charging
and collection, by a life insurer, of amounts actually to be
expended for medical examination of an applicant for life
insurance or for reinstatement of a life insurance policy.
The provision of this subsection does not prohibit the
collection from an insured of a placement fee, not to exceed
7 1/2% of the annual premium, for placement through the
state compensation mutual insurance fund by a duly licensed
casualty insurance agent, This placement fee 1is not a
premium as defined in 33-15-102.

{3) Each violation of this section shaii--be is

punishable under 33-1-104."

Section-43---Sectton--2-15-1782 7~ -MEA; —— i85 - -amended - -t

read:
L2-35-3F02+-~--Biviaten-—~-af----workersl-—--compensation

tnsurance-compiisance ---headr-tiy-Phere-—ta—-a--diviaton—-of

workeral---compensaation insurance—-compitance within--the

department:-The-division-head-is-an-admintstrator--appeinted

by---the--governor--as--are-—directors——in--accordance--with
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2-35-1¥%~

£2y--Phe-division-is-atiecared-to--the--department——for
administrative—-purposes——enty—-&s-—-prescribed--in-2-35-12%+
Howevar;-the--division--may--hire——its--ewn--persoanciy;--and
2-15-121(2¥td)y-dees—not-appiy-t

Section 43, section 2-15-1014, MCA, is amended to
read:

“2-15-1014. Office of workers' compensation judge -~-—
allocation -~ appointment -— salary. (1) There is the office
of workers' compensation judge. The coffice is allocated to

the department of admimistration labor AND INDUSTRY for

administrative purposes only as prescribed in 2-15-121.
(2 The governor shall appoint the workers'
compensation judge for a term of 6 years in the same manner
provided by Title 3, chapter 1, part 10, for the appointment
of supreme or district court judges. A vacancy shatit must be
filled in the same manner as the original appointment.

(3} To be eligible for workers' compensation judge, a
person must:

(a) have the qualifications necessary £for district
court judges found in Article VII, section 9, of the Montana
constitution;

{b) devote full time to the duties of workers'
compensation judge and not engage in the private practice of

law.
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(4) The workers' compensation judge is entitled to the
same salary and other emoluments as that of a district judge
but shait must be accorded retirement benefits under the
public employees' retirement system."

Section 44, section 39-71-2501, MCA, is amended to
read:

"39-71-2501, ({Temporary) Definiticons. As used in this

part, the following definitions apply:

(1) "Beard" means the board of examiners created in
2-15-1007.
(2) "Department" means the department of labor and

industry provided for in 2-15-1701.

(3) "Employer" has the meaning set forth in 39-71-117.

(4) "Payroll" means the payroll of an employer for
each of the calendar quarters ending March 31, June 30,
September 30, and December 31, for all employments covered
under 239-71-401.

(5) "State fund" means the state compensation MUTUAL
insurance fund referred-te-in-39-71-230%.

(6) ™Tax" means the workers' compensation payroll tax
provided for in 39-71-2503.

(7) “"Tax acccunt" means the workers' compensation tax
account

created by 39-71-2504. ({Terminates June 30,

1991--sec. 10, Ch. 664, L. 1987.)"

NEW sectioN. SECTION 45. STATE FUND TO SUBMIT NOTICE
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OF COVERAGE WITHIN THIRTY DAYS ~- PENALTY FOR FAILURE. (1)

THE STATE FUND SHALL, WITHIN 30 DAYS AFTER THE ISSUANCE OF

AN INSURANCE POLICY, SUBMIT TO THE DIVISION THE NOTICE OF

COVERAGE STATING THE EFFECTIVE DATE OF THE POLICY INSURING

THE EMPLOYER AND OTHER INFORMATION THE DIVISION REQUIRES.

(2) THE DIVISION MAY ASSESS A PENALTY OF NO MORE THAN

$200 AGAINST THE STATE FUND IF, AS A GENERAL BUSINESS

PRACTICE, THE STATE FUND DQES NOT COMPLY WITH THE 310-DAY

NOTICE REQUIREMENT.

NEw SECTION. SECTION 46. porntcy  REMAINS IN  EFFECT

UNTIL CANCELED OR REPLACED —-- TWENTY-DAY NOTIFICATION OF

CANCELLATION REQUIRED. THE INSURANCE POLICY REMAINS IN

EFFECT UNTIL CANCELED. CANCELLATION MAY TAKE EFFECT ONLY BY

WRITTEN NOTICE TO THE NAMED INSURED AND TO THE DIVISION AT

LEAST 20 DAYS PRIOR TO THE DATE OF CANCELLATION. HOWEVER,

THE POLICY TERMINATES ON THE EFFECTIVE DATE OF A REPLACEMENT

QR SUCCEEDING INSURANCE _POLICY TSSUED TO THE INSURED,

NOTHING 1IN THIS SERCTION PREVENTS THE STATE FUND FROM

CANCELING AN TNSURANCE POLICY BEFORr A REPLACEMENT POLICY IS

ISSUED TG THE INSURED.

.

SECTION 47. SECTION 33-2-119, MCA, IS AMENDED TO READ

*33-2-119. Suspension or revocation for vioclations and
special grounds. (1) The commissioner may., in his
discretion, suspend or revoke an insurer's certificate of

authority if, after a hearing thereon, he finds that the
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insurer has:

ta) wviolated any lawful order of the commissioner or
any provision of this c¢ode other than those for which
suspension or revocation is mandatory;

{b) reinsured more than 90% of its risks resident,
located, or to be performed in Montana, in another insurer.
Iin considering suspension or revocation, the commissioner
shall consider all relevant factors, including whether:

(i) after the reinsurance transaction all parties will
be in compliance with Montana law; and

[ii) the transaction will substantially reduce
protection and service to Montana policyholders:

{c) failed to accept an equitable apporticnment of

assigned coverage as required by (section 13]}.

{2) The commissioner shall, after a hearing thereon,
suspend or revoke an insurer's certificate of authority if
he finds that the insurer:

{a) 1s in unsound condition or in such condition or
using such methods or practices in the conduct of its
business as to render its further transaction of insurance
in Montana injurious or hazardous to its policyholders or to
the public;

{b) has refused to be examined or to produce its
accounts, records, and files for examination or if any of

its officers have refused to give information with respect
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to its affairs, when reguired by the commissioner;

{c) has failed to pay any final Jjudgment rendered
against it in Montana within 30 days after the judgment
became final;

{d) with such fregquency as to indicate 1its general
business practice in Montana, has without just cause refused
to pay proper claims arising under its policies, whether any
such claim is in favor of an insured or is in favor of a
third person with respect to the liability of an insured to
such third person, or without just cause compels such
insvred or claimant to accept less than the amount due them
or to employ attorneys or to bring suil against the ilnsurer
or such an insured to secure full payment or settlement of
such claims;

(e) is affiliated with and under the same general
management or inteéerlecking directorate or ownership as
another insurer which transacts direct insurance in Montana
without having a certificate of authority therefor, except
as permitted as to a surplus lines insurer under part 3 of
thiz chaprer.

{3) The commissioner may, in his discretion and
without advance notice or a hearing thereon, immediately
suspend the certificate of authority of any insurer as to
which proceedings for receivership, conservatorship,

rehabilitation, or other delinguency proceedings have been
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commenced in any state.”

SECTION 48B. SECTION 37-72-101, MCA, IS AMENDED TO

READ:

"37-72-101. Construction blasting restrictions -
license required —- definitions -- exemptions. (1) No person
may engage in the practice of construction blasting unless
licensed or under the supervision of a person licensed as a
construction Dblaster by the workers' compensation division.

{2) For the purposes of this chapter:

(a) "construction blaster” means a person who engages
in construction blasting;

(b)) M"construction blasting" means the use of
explosives to:

{i} reduce, destroy, or weaken any residential,
commercial, or other building; or

{(ii) excavate any ditch, trench, <cut, or hole or
reduce, destroy, weaken, or cause a change in grade of any
land formation in the construction of any building, highway,
road, pipeline, sewerline, or electric or other utility
line;

{c) “division" means the division of workers'
compeﬁsation divisien insurance compliance of the department
of labor and industry provided-for-:m-2-35-17832;

{d) ‘"explosive" has the meaning given in 50-38-101;

(e) '"magazine" has the meaning given in 50-38-101.
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{3) Nothing 1in this chapter applies to the private or
commercial use of explosives by persons engaged in farming,
ranching, legging, geophysical work, drilling or development
of water, oil, or gas wells, or mining of any kind or to the
private use of explosives in the removal of stumps and rocks
from land owned by the person using the explosives, except
that the persons exempted from this chapter by this
subsection must comply with rules adopted under
37-72-201(1){c) and the provisions of 37-72-102 apply to a
violation of those rules by an exempted person.

(4) This chapter does not apply to persons conducting
blasting operations when the persons and operatisns are

subject Lo rules adopted under and implementing

82-4-231(10;j(e)."

SECTION 49. SrECTION S0-71-102, MCA, IS AMEKDED

READ:

"50-71-102. Definitions. Unless the context requires
otherwise, in this chapter, the following definitions apply:

(1) “Amendment" means such modification or change in a
code as shall be intended to be of universal or general
application.

{2) ™"Code" means a standard body of rules for safety
formulated, adopted, and issued by the division under the
provisions of this chapter.

{3) “pivision" means the division of  workers®
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compensation insurance compliance of the department of labor

and industry provided-fsr-in-2-15-1762.

(4) "Employee" and "worker" are defined as in
39-71-118,

{5) "Employer" is defined as in 39-71-117,

[6) "Variation" means a special, limited modification
or change in the code which 1is applicable only to the
particular place of employment of the employer or person

petitioning for such modification or change.™

SECTION 50. SECTION 50-73-102, MCA, IS AMENDED TO

READ:
"50-73-102. Definitions. As used in this chapter, the
following definitions apply:
(1) "Division" means the

division of workers'

compensation insurance compliance of the department of labar

and industry provided--fer-in-2-15-1782 and the state coal
mine inspectors employed by the division.

(2) "Excavations” and "workings" mean all parts of a
mine excavated or being excavated, including shafts, slopes,
tunnels, entries, rooms, and working places, whether
abandcned or 1in use.

(3} "Gassy mine" means a mine is considered to be
potentially gassy. The division may further define this term

in its rules.

{(4) "Mine" and ‘“coal mine"” mean all parts of the
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property of a mining plant under one management which
contribute, directly or indirectly, to the mining or
handling of coal.

(5) "Mine examiner" means a perscn charged with the
examination of the condition of the mine before the miners
are permitted to enter it and who is commonly known as the
"fire boss".

(6) "Mine foreman" means a person who is charged with
the general direction of the underground work or both the
underground work and the outside work of a coal mine and who
is commonly known and designated as "mine boss™.

(7) "Operator", as applied to the party in cantrol of
a mine under this chapter, means the person, firm, or body
corporate which is the immediate proprietor as owner or
lessee of the plant and, as such, 1s responsible for the
condition and management thereof.

{8) "Shaft" means any vertical opening through the
strata which 1s or may be wused for the purpose of
ventilation or escape or for hoistinog or lowering of men or
material in connecticon with the mining of coal.

(9) "Slope" and "drift" mean respectively an incline
or horizontal way, copening, or tunnel to a seam of ccal to

be used for the same purpose as a shaft.”

NEW SECTION. Section 51. Repealer. Sections

2-15-1702,  39-71-2301,  33-71-2302, 39-71-2304 through

-48- SB 428



11
12
13
14
15
16
17
18
19
20
21
22

23

24

25

SB 0428/02

39-71-2306, and 39-71-2324, MCA, are repealed.

NEW SECTION. Section 52. 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 53. codification instruction.
{1) (Sections 1, 2, and 4 through 12] are intended to be
codified as an integral part of Title 39, chapter 71, part
231, and the provisions of Title 39, chapter 71, part 23,
apply to [sections 1, 2, and 4 through 12].

{2) {Section 3] is intended tc be codified as an
integral part of Title 2, chapter 15, part 10, and the
provisions of Title 2, chapter 15, part 10, apply to
[section 3}.

(3) ({Section 13] is intended to be codified as an
integral part of Title 39, chapter 71, and the provisions of
Title 39, chapter 71, apply to [section 13].

NEW SECTION. Section B4. Reorganization procedure.
The provisions of sections 2-15-131 through 2-15-137 govern
the creation of the state compensation mutual insurance Eund
and the transfer of the various Eunctions contained in [this

act] from the state workers’* compensation INSURANCE fund to

the state compensation mutual insurance fund.

NEW SECTION. Section 55. Implementation. (1) The

governor shall by executive order implement the provisions
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of [this act],

(2) The governor may by executive order assign to the
state compensation mutual insurance fund, in a manner
consistent with [this act], functions allocated to the
workers®' compensation state fund provided for in Title 39,
chapter 71, part 23, by the 51st legislature and not
transferred by [this act].

NEW SECTION. Section 56. Effective dates. (1)
[Sections 3, 7, 58 54, 55, and this section] are effective
on passage and apprcval.

{2} [Secticons 1, 2, 4 through 6, and 8 through 49 53]
are effective upon signing of the executive order wunder
[section 58 551 or on October 1, 1989, whichever occurs
earlier.

~End-
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SENATE BILL NC. 428
INTROGDUCED BY THAYER, NATHE, 'THUOMAS, NOBLE, MEVER,
DRISCOLL, PAVLOVICH, GRADY, MAZUREK, WILLIAMS, SMITH,
SQUIRES, GLASER, RAPP-S5VRCEK, RUSSELL, AKLESTAD,
DEVLIN, RASMUSSEN, GRINDE, MARKS
BY REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE STATE

COMPENSATION MUTUAL INSURANCE FUND TO INSURE EMPLOYERS FOR
WORKERS' COMPENSATION AND OCCUPATIONAL DISEASE LIABILITY;
PROVIDING FOR A BOARD OF DIRECTORS; ESTABLISHING THE POWERS
AND DUTIES OF THE BOARD AND THE CHIEF EXECUTIVE OFFICER OF

THE STATE COMPENSATION MUTUAL INSURANCE FUND: TRANSFERRING

THE OFFICE OF WORKERS' COMPENSATION JUDGE TO THE DEPARTMENRT
OF LABOR AND _ INDUSTRY; AMENDING SECTIONS 2-15-1014,
2-35-1%82;  2~18-103,  33-2-119,  33-17-502,  33-18-212,
37-72-101,  39-71-116,  39-71-201, 39-71-203, 133-71-204,
39-71-306 THROUGH  39-71-308, 19-71~403, 19-71-421,
33-71-604,  39-71-704,  19-71-901, 39-71-908, 39-71-910,
39-71-911, 39-71-913, 39-71-2303, 39-71-2307, 39-71-2308,
39-71-2321  THROUGH  39-71-2323, 39-71-2325, 139-71-2327,
33-71-2501, 39-72-201, AWB  39-72-3i0, 50-71-102,  AND

50-73-102, MCA; REPEALING SECTICONS 2-15-1702, 39-71-2301,

39-71~2302, 39-71-2304 THROUGH 18-21-2306, AND 239-71-2324,

MCA; AND PROVIDING EFFECTIVE DATES."
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STANDING COMMITTEE REPORT
March 22, 1989
Page 1 of 10

Mr. Speaker: We, the committee on Labor report that Senate
Bill 428 {third reading copy -- blue) _be concurred in as

amended .

Signed:
Angella Russell, Chairman

[REP, THOMAS WILL CARRY THIS BILL ON THE HOUSE FLOOR]

And, that such amendments read:

1. Title, line 16.

Following: "2-18-103,"

Insert: "19-3-1002, 19-3-1007, 19-3-1202, 1%-13-601, 33-1-102,"
Fellowing: ™33-2-119,°

Insert: "33-16-1005, 33-16-1011,"

2. Title, line 17.
Following: “37-72-101,"
Insert: "39-1-103,°"
Following: "“39-71-206,"
Insert: "39-71-207,"

3. Page 2, line 24 through page 3, line 1.
Strike: line 24 through "is.” on page 3, line 1

4. Page 3, line 1.
strike: "not™

5, Page 3, line 1.
strike: ¥, except for”
Insert: "and shall insure”

6. Page 3, lines 24 and 25.

Following: "corporation.® on line 24

Strike: remainder of line 24 through "not™ on line 25
Insert: "The state fund is®

7. Page 4, line 1.
Following: “may"
Insert: “pot*

8. Page 4, line 2.
Strike: ", except a state agency"

661415SC.HR’1‘R/“
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Insert: "unless an assigned risk plan is established under
[section 12] and is in effect"”

9. Page 4, line 14.
Strike: "12"
Insert: *11"

10, Page 6, line 24.
Strike: 12"
Insert: "11*

11, Page 7, line 2.
Strike: “12"
Insert: "l17

12, Page 9, line 18B.

Following: “"fund."

Insert: "The state fund is not a member insurer for the purposes
of the insurance gquaranty association established pursuant to
Title 33, chapter 10, part 1."

13, Page 9, lines 22 and 23,

Strike: "12" on line 22

Insert: "il"

Strike: "and"™ on line 22 through "12]1" orn line 221

i4, Page 9, line 24,

Following: "({3)}"

Strike: "The"

Insert: "If an assigned risk plan is established and
administered pursuant to [section 12], the"

135. Page 10, line 10 through page 11, line 5.
Strike: section 12 in its entirety
Renumber: subsequent sections

16. Page 11, lines 6 and 7.

Strike: "The commissioner of insurance shall promulgate"®
Insert: "Following the date on which the provisions of [this
act] are implemented but no later than December 31, 1990, the
commissioner of the department of labor and industry may order
the establishment of"

17. Page 11, line 11.

Following: "methods,”

Insert: "In determining whether to order an assigned risk plan
to be established, the commissicner shall consider the effect a
plan would have on the availability of workers' compensation
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insurance and the need to provide competitive workers'
compensation premium rates for employers in this state. If the
commissioner orders the establishment of an assigned §1sk plan,
it may not take effect until at least 6 months following the
commissioner's order creating the plan.,"

18, Page 11,

Following: 1line 18

Insert: "(4) If an assigned risk plan is established and in
effect, the state fund, plan No. 3, is not required to insure any
employer in this state requesting coverage, and it may refuse
coverage for an employer, except for a state agency.

(5) If an assigned risk plan is established and in effect,
an employer who is refused the coverage reguired by this chapter
by the state fund, plan No. 3, and by at least two private
insurers, plan No. 2, may be assigned coverage by the
commissioner under the assigned risk plan pursuant to the
procedure established by the commissioner for the equitable
apporticnment of coverage."

19. Page 12, line 3.

Page 14, lines 1, 2, 9, and 12.

Page 16, lines B, 10, and 11,

Page 17, lines 15, 20, and 23.

Page 18, lines 2, 3, and 9.

Page 19, lines 8, 9, 1i, and 12,

Page 20, lines 3, 14, 15, 20 (two places), and 23,
Page 21, lines 5, 6 (two places}, 11, and 14.
Page 23, line 24.

Page 24, lines 4, 10, and 14,

Page 25, lines S, 14, and 23 (two places).
Page 26, lines 5 and 9,

Page 27, line 4.

Page 2B, lines 1 and 5.

Page 30, line 3.

Page 34, line 10,

Page 35, line 4.

Page 42, lines 3, 5, 6, and 14,

Page 46, line 23.

Page 47, lines 17 and 23,

Strike: “division”, "division", "division", and "DIVISION"
Ingert: “department®

20. Page 13, lines 10 through 12.
Strike: subsection (7) in its entirety
Renumber: subsequent subsections

21. Page 10, lines 16 and 17.
Following: ®“due™ or line 16

se14155C.nrr (1
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Strike: remainder of line 16 through "EXPOSURE™ on line 17

22. Page 37, line 22,
Following: “capacity;"
Insert: “or"”

23. Page 38, line 4,
Strike: “; or”

24, Page 38, lines 5 through 8.
Strike: "{c)}" on line 5 through "“33-18-212" on line §

25. Page 39, lines 131 through 16.
Strike: lines 1l through 16 in their entirety

26. Page 43, line 14.
Strike: ™"13"
Insert: "12"

27. Page 45, line 8.
Strike: "workers' compensation division"
Insert: "department”

28. Page 45, lines 21 through 23.

Following: "(c)" on line 21

Strike: remainder of line 21 through line 23

Insert: ""department" means the department of labor and
industry:"

29, Page 46, line 25 through page 47, line 2.
Following: "(3}" on line 25

Strike: remainder of line 25 through page 47, line 2
Insert: “""“Department™ means the department of laber and
industry."®

30. Page 47, lines 14 through 16,

Following: "(1)" on line 14

8trike: remainder of line 14 through “industry” on line 16
Following: *2—15-1702"

Insert: “"Department” means the department of labor and
industry”

31. Page 448,

Following: 1line 23

Insert: "Section 50, Section 39-1-103, MCA, is amended to read:
"39-1-103, Powers of department. (1) In discharging the

duties imposed upon the department, the commissioner or his

authorized representatives may administer oaths, examine

witnesses under oath, take depositions or cause same to be taken,
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deputize any citizen 18 years of age or older to serve subpoenas
upon witnesses, and issue subpoenas for the attendance of
witnesses before him in the same manner as for attendance hefore
district courts.

{2) The commissioner may likewise cause to be inspected any
mine, factory, workshop, smelter, mill, warehouse, elevator,
foundry, machine shop, or other industrial establishment.

4 ) : N N
upon--the isstemer—the—outhority—to-interfere—in ¥ ¥
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compensation—division;nor—sholl—the—~cemmissioner—be—charged—with
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. bt} fet b bl 3 I .
) 44} (3) Nothing in this chapter applies to labor violations
preempted by federal law or regulation.™

Section 51, Section 39-71-207, MCA, is amended to read:

"39-71-207. Merit system. Employees of the éiwisien;—encepe
the—administratory department are included within the joint merit
system if such inclusion is required for the receipt of federal
funds by 29 CFR 1%02,3(h) or by any other federal law or
regulation.”

Section 52, 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 Montana without
complying with the applicable provisions of this code.

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

(2} domestic farm mutual insurers as identified 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

{c) fraternal benefit societies, except as stated in
chapter 7. . .

{3} This code applies to health service corporations as
prescribed in 13-10-102. The existence of such corporations is
governed by Title 35, chapter 2, and related sections of the
Montana Code Anncotated.

{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, pares
part 21 and—23, and related sections.

-~
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(6] This code does not apply to the state employee group
insurance program established in Title 2, chapter 18, part 8.

(7) This ceode does not apply to insurance funded through
the state self-insurance reserve fund provided for in 2-9-202.

(8) (a) This code deoes not apply to any arrangement, plan,
or interlocal agreement between political subdivisions of this
state whereby the political subdivisions undertake to separately
or jointly indemnify one another by way of a pooling, joint
retention, deductible, or self-insurance plan.

(b) This code does not apply to any arrangement, plan, or
interlocal agreement between political sanbdivisicons of this 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
program. "

Section 53. Section 33-16-1005, MCA, is amended to read:

"33-16-1005. Membership in rating organization required --
exception ~- filings with commissioner. (1) Every insurer, eieept

Fvied ton including the state
compensation mutual insurance_ fund, writing workers' compensation
insurance in this state shall be a member of a workers'
compensation rating organization. No insurer may, at the same
time, belong to more than one rating organization with respect to
such insurance.

{(2) A rating organization shall file with the insurance
commissioner every manual of classifications and rules and every
rating plan and advisory manual rates, including every
modification of the foregoing, Every such filing shall state the
effective date thereof., Any insurer writing pursuant to
compensation plan No. 2 shall adhere to the manual rules and
classifications and rating plans of the rating organization of
which it is a member and may adopt by reference, in whole or in
part, the advisory manual rates filed under this section. Nothing
in this section, however, requires adherence by any insurer to
any rates established or published by any rating organization."

Section 54, Section 33-16-1011, MCA, is amended to read:

"33-16-1011, cClassification and rating committee --
membership -- term. (1} There is a classification and rating
committee.

(2) The committee is composed of five voting members,
consisting of:

{(a) three representatives of private insurance carriers
writing workers' compensation insurance in Montana. The members
must reside in Montana and shall be appointed by the Montana
commissioner of insurance.

{b) one licensed independent insurance agent who resides in

,
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Montana, appointed by the Montana commissioner of insurance; and

(c) one representative of the dt#tﬂ&eﬂ—e{—ﬂﬁfkefﬂ*
ecompewsation state compensation mutual insurance fund who is an
employee of the &++is+en state fund and who sheii—be is appointed
by the edmintstretorof the-divisien executive director of the
state fund.

{3) Each member shall hold office for a period of 3 years.
Any appointee who fills the vacancy of a member whose term has
not expired shall fill only the remaining term and may be
reappointed for a full term.

(4) Before appointments are to be made by the commissioner
of insurance under subsections (2) (a) and (2} {b) above,
established private organizations representing insurance carriers
and independent insurance agents may submit names of individuals
they recommend for appointments. The commissioner of insurance
shall give consideration to such names submjitted before
appointments are made. However, the commissicner of insurance is
not required to appoint any person from the names submitted.

{5) The committee shall be funded from the operations
budget of the rating organization. Committee members may, if they
request, be paid their actual and necessary travel expenses."”

Section 55, Section 1%-3-1007, MCA, is amended to read:

"19-3-1007. Allowance for duty-related disability. (1) The
annual amount of retirement allowance payable to a member
eligible for disability retirement for duty-related reasons and
granted prior to July 1, 1977, is 50% of his final compensation.
However, the annual amount of retirement allowance is 25% of
final compensation for any period during which the member has
been awarded eampeﬂsah&on—by—the workers' compensation divisien,
whether such compensation is received in periodic payments or in
a lump sum. The annual amount of retirement allowance reverts to
50% of final compensation at the end of such period.

{2) Any retired memher receiving a retirement allowance on
July 1, 1977, who has previously been granted a duty-related
disability under provisions in effect on June 30, 1977, will be
subject tc the provisions of this section after July 1, 1377.7

Section 56. Section 19-3-1002, MCA, is amended to read:
=19-3-1002. Eligibility for disability retirement. (1)
Except as provided in subsection (2} and 19-3-1004, a member who
is not eligible for service or early retirement but has completed
5 years of creditable service and has become disabled while in

active service, as defined in 19-3-1001, is eligible for
disability retirement.

(2) A member age 60 or older who has completed 5 years of
creditable service and has had a duty-related accident forcing
him to terminate his employment but who has not received or is
ineligible to receive workers' compensation benefits under Title
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39, chapter 71, for the duty-related accident may conditionally
waive his eligibility for a service retirement to be eligible for
disability retirement. The waiver is effective only upon approval
by the board of his application for disability retirement. The
board shall determine whether a member has become disabled under
the provisions of 19-3-1003. The board may regquest any
information on file with the workeryi-—conpenrsationr divisiew-state
compensatjon mutual insurance fund concerning the duty-related
accident. If no iInformation is available, the becard may reguest
and the &+visiem state fund shall provide an investigative report
on the disabling accident.”

Section 57 Section 19%-3-1202, MCA, is amended to read:

"19-3-1202, Amount of death benefit. The amount of death
benefit is the sum of {1}, (2), and (3) as follows:

{1} the member's accumulated contributions;

(2) an amount equal to cne~twelfth of the compensation
recejved by the member during the last 12 months of such
compensation multiplied by the smaller of six or the number of
years of his creditable service; provided, however, that this
portion of the death benefit is not payable if the board receives
a certification from the HB?*&TSL*Fﬁmpeﬂﬂthﬁﬁ-ﬁﬁ#**?ﬁﬂ-
state—of Menwtenma state compensation mutual insurance fund that it
is paying compensation because the member's death resulted from
injury or disease arising out of or in the course of employment;
and

{3) the accumulated interest on the amounts in subsections
(1) and {2) of this section to the first day of the month in
which the benefit is paid."

Section 58. Section 19-13-601, MCA, is amended to read:

"19-13-601, Deduction remitted to firemen's assocciation —--
member's contributions. (1) Each employer shall retain from the
monthly compensation of each active member a sum equal to 1% of
his monthly compensation for his services as a firefighter and
shall remit this amount on a monthly basis to the Montana state
firemen's association for the payment of premiums on a group life
and accidental death and dismemberment insurance policy for
members and to defray expenses incurred by the associatien when
representing members of the plan.

(2) The member's contribution to the retirement system for
each active member is 6% of his monthly compensation.

{3) 1I1f a member receives compensation under the provisions
of the Workers' Compensation Act, Title 39, chapter 71, the
amount received must be included as part of his monthly
compensation for purposes of determining contributions and
service credits under the retirement system. Contributions made
under this section, 19-13-604, and 19-13-605 must be based on the
total compensation received by the member from his employer and

661419%SC . HRT
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from ehe workers' compensation divieten during the period of

disability.
(4) ~Bach employer, pursuant to s

federal Internal Revenue Code,

1, 1987, shall pick up and pay t
payable by the member under sub

after June 30, 1987.

(3)

must be designated
the member's contributions, except for

The member's contributions pic

upon a distribution from the

contributions must become pa
contributions but must be accoun

reviously accumulated. )
P (6) The member's contributions picked up by the employer

must be payable

compensat

monthly compensatio
deduct from the mem

amount of
and remit

Renumber:

32. Page
Strike:
¥ollowing
Strike:
Insert:

33. Page
Strike:
Following
Strike:
Iinsert:

section (2)

from the same source as is used to pay

ection 414 (h) {2) of the
ded and applicable on July
he contributions which would be
for service rendered

ked up by the employer

for all purposes of the retirement system as

the determination of a tax
retirement system. These

rt of the member's accumulated

ted for separately from those

ion to the member and must be included in the member's

n as defined in 19-13-104. The employer shall
ber's compensation an amount equal to the

the member's contributions picked up by the employer

the total of the contributions to the board.

subseguent sections

49, line 7.
"and”

: “"through”
"12!

“11, 44, and 45"

49, line 10.
"ang"

:  "through"
-12"

"11, 44, and 45"

34, Page 49, line 15.

Strike:
Insert:

ny3e
nqjom

35. Page 49, line 17,

Strike:
Insert:

m]3"
w]n

36. Page 49, line 19.
Following: line 18
Insert: “(1)"

37. Page 49, line 24,
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Following: line 23

Insert: "(2) It is intended that current employees of the
division of workers' compensation whose functions are
transferred to the state compensation mutual insurance fund

shall retain employment rights consistent with their
positions at the time of transfer.”

38. Page 50.

Following: 1line 7

Insert: "“NEW SECTION, Section 64, Name change -- code
commissioner 1instruction. (1) In the provisions of the Montana
Code Annotated, the terms "division of workers' compensation”,
“division", and "workers' compensation division", meaning the
division of workers' compensation, are changed to "department of
labor and industry" or "department", meaning the “"department of
labor and industry”.

(2} The code commissioner shall designate, in a manner
consistent with [this act], workers' compensation insurance
regulatory functions allocated to the division of workers®
compensation by the 51st legislature to the department of labor
and industry that are not so designated by [this act].

{3) Wherever it appears in 39-71-205, 39-71-222 through 39-
71-224, 39-71-613, 39-71-902, 39-71-904, 39-71-910, or in law
enacted by the 51st legislature, the code commissioner is
directed to change the term "administrator® or "his™ to

"department”, meaning the department of labor and industry."”
Renumber: subsequent section

39. Page 50, line 9.
Following: "Ss4"

Strike: "54, 55"

Insert: "39, 60 through 64"

40. Page 50, line 11.
Strike: "and"

Following: "through"

Insert: "38, and 40 through"
Strike:; T"53"

Insert: “"&53"

41, Page 50, line 13,
Strike: "55"

Insert: "63"

Strike: "October i, 1989"™
Insert: “January 1, 1990"

be
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COMMITTEE OF THE WHOLE AMENDMENT
SENATE BILL 428
Representative Fred Thomas

March 28, 1989 1:31 pm
Page 1 of 1

Mr. Chairman: I move to amend SENATE BILL 428 (third reading
copy -- blue).

At Mma
‘gaiuesentative Fred Thomas

And, that such amendment to SENATE BILL 428 read as follows:

1. Page 49, line 19,
Strike: "2-15-131"
Insert: "2-15-132"
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SENATE BILL NO. 428
INTRODUCED BY THAYER, NATHE, THOMAS, NOBLE, MEYER,
DRISCOLL, PAVLOVICH, GRADY, MAZUREK, WILLIAMS, SMITH,
SQUIRES, GLASER, RAPP-SVRCEK, RUSSELL, AXLESTAD,
DEVLIN, RASMUSSEN, GRINDE, MARKS

BY REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE STATE
COMPENSATION MUTUAL INSURANCE FUND TO INSURE EMPLOYERS FOR
WORKERS' COMPENSATION AND OCCUPATIONAL DISEASE LIABILITY;
PROVIDING FOR A BOARD OF DIRECTORS; ESTABLISHING THE POWERS
AND DUTIES OF THE BOARD AND THE CHIEF EXECUTIVE OFFICER OF
THE STATE COMPENSATION MUTUAL INSURANCE FUND; TRANSFERRING
THE OFFICE OF WORKERS' COMPENSATION JUDGE TO THE DEPARTMENT
OF LABOR AND INDUSTRY; AMENRING SECTIONS 2-15-1014,

2-35-3¥3627; 2-18-103, 19-3-1002, 19-3-1007, 19-3-1202,

19-13-601, 33-1-102, 33-2-119, 33-16-1005, 33-16-1011,

33-17-502, 33-18-212, 37-72-101, 39-1-103, 39-71-116,

39-71-201, 39-71-203, 39-71-206, 39-71-207, 39-71-306
THBROUGH 39-71-308, 39-71-403, 39-71-421, 39-71-604,
39-71-704, 39-71-901, 39-71-908, 39-71-910, 39-71-911,
39-71-913, 39-71-2303, 39-71-2307, 39-71-2308, 39-71-2321
THROUGH 39-71-2323, 39-71-2325, 39-71-2327, 39-71-2501,

39-72-201, ANP 39-72-310, 50-71-102, AND S0-73-102, MCA;

REPEALING SECTIONS 2-15-1702, 3%-71-2301, 39-71-2302,
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39-71-2304 THROUGH 39-21-2306, AND 35-71-2324, MCA; AND

PROVIDING EFFECTIVE DATES."

STATEMENT OF INTENT

A statement of intent 1is reguired for this bill because
[section 8] grants rulemaking authority to the newly created
state fund to adopt or repeal rules or amend existing rules
to implement the new state compensation mutual insurance
fund. The chief purposes o©f creating the state fund as a
mutual insurer and placing it in a department other than the
department of labor are:

(1) to remove the inherent conflict between the
interests of the workers' compensation division in
regulating all workers' compensation insurers in this state,
including the state compensation insurance fund, and the
interests of the state fund as a workers' compensation
insurer: and

{(2) to ensure the solvency cof the new state fund,

The legislature recognizes that the fund actuary has
determined that at June 30, 1988, a full funding deficiency
of $157.3 million existed for the present state compensation
insurance fund. The legislature intends that the new state
compensation mutual insurance fund adopt rules in a manner
that will assure the solvency of the new fund. Rates must be

set on an actuarially scund basis as required by state law.

-2- 5B 428
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Po--further-ensure-the-solvency-of -the-state-fund;-it-ts-not
the-woerkerst-compensation-inaurer-af--task--reserty--ga--the
state-—fund--presentiy--ts: The new state fund would net be
bound to insure all employers who apply to it for workers'

compensation coverager--execepbt--for AND SHALL INSURE state

agencies. It--couid--refuse--to--insure--an---employer—--ik
conatdered-a-poor-risks

As the primary means of ensuring the solvency of the
state Fund, it must institute safety programs and set rates
in a manner that awards employers who provide a safe working
environment and penalizes employers who do nat.

The legislature further intends that the new state fund
institute programs tc automate the processing of claims and
payment of benefits. The state fund may contract out to the
private sector certain claims administration and servicing
functions if the state fund determines it to be
cost-effective.

THE LEGISLATURE INTENDS THAT THE GOVERNOR SHALL

IMPLEMENT STAGGERED TERMS IN NAMING THE INITIAL MEMBERS OF

THE BOARD.

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

NEW SECTION. Section 1. 1Intent and purpose of plan,
It is the intent and purpase of the state fund to allow

employers the option to insure their liability for workers'
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compensation and occupational disease coverage with a
nonprofit, independent public corporation. Fhe-state-fund-is

a--demestic—-mutoat--insurers-—-ft——is--not THE STATE FUND IS

required to insure any employer in this state requesting
coverage, and 1t may NOT refuse coverage for an employersy
execept-a-state-agency;-that-the-state-fund-determines-to--be

a-bad-risk UNLESS AN ASSIGNED RISK PLAN IS ESTABLISHED UNDER

[SECTION 12] AND IS 1IN EFFECT. The state fund must be

neither more nor less than self-supporting. Premium rates
must be set at a level sufficient to fund the insurance
program, including the costs of administration, benefits,
and adeguate reserves. For the purpose of keeplng the state
fund solvent, it must implement safety--programs VARIABLE

PRICING LEVELS WITHIN INDIVIDUAL RATE CLASSIFICATIONS to

reward an employer with a good safety record and penalize an
employer with a poor safety record.

HNEW SECTION. Section 2. pefinitions. Unless the
context reguires otherwise, in [sections 1, 2, and 4 through
32 11] the following definitions apply:

(1) "“Board" means the board of directors of the state
compensation mutual insurance fund provided for in [section
3].

{2) "Department” means the department of

administration provided for in 2-15-1001.

[3) "Executive director"™ means the chief executive

—a- SB 428
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officer of the state compensaticn mutual insurance fund.

{(4) "State fund” means the state compensation mutual
insurance fund provided for in [section 4]. It is alsc known
as compensation plan No. 3 or plan No. 3.

NEW SECTION. Section 3. Board of directars of the
state compensation mutual insurance Eund. (1) There is a
board o©of directors of the state compensation mutual
insurance fund.

{2) The board 1is allocated to the department for
administrative purpcses only as prescribed in 2-15-121.
However, the board may employ its own staff.

(3) The board may provide For its own office space and
the office space of the state fund.

(4) The board consists of five members appointed by
the governor. The executive directcor of the state fund is an
ex officio nonvoting member.

{5} At least three of the five members shall represent
state fund policyholders and may be employees of state fund
policyholders. At least three members of the board shall
represent private, for-profit enterprises. A member of the
board may not:

{(a) represent or be an employee of an insurance
company that is licensed to transact workers' compensation
insurance under compensation plan No. 2; or

(b) be an employee of a self-insured employer under
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compensation plan No. 1.

(6) A member is appointed for a term of 4 vyears. The
terms of board members must be staggered. A member of the
board may serve nc more than two d-year terms. A member
shall hold office until a successcor 1is appointed and
gualified.

(7) The board--ts--destgnated--as MEMBERS MUST BE

APPOINTED AND COMPENSATED IN THE SAME MANNER AS MEMBERS OF a

quasi-judicial board fer--the--purpesea--of AS PROVIDED IN
2-15-124, except that the reguirement that at least one
member be an attorney does not apply.

NEW SECTION. Section 4. State compensation mutual
insurance fund created. There 1i1s a state compensation mutual
insurance fund known as the state fund that is a nonprofit,
independent public corperation established for the purpose
of allowing an optien for employers to insure their
liability for workers' compensation and cccupaticnal disease
coverage under this chapter. The state fund exists as a
domestic mutual insurer as defined in 33-3-102.

NEW SECTION. Section 5. Management of state Ffund --
powers and duties of the board. (1) The management and
control of the state fund is vested solely in the board.

{2) The board is vested with full power, authority,
and Jjurisdiction over the state fund. The board may perform

all acts necessary or convenient in the exercise of any
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power, authority, or Jjurisdiction over the state fund,
either in the administration of the state fund or in
connection with the insurance business to be carried on
under the provisions of [sections 1, 2, and 4 through 12
il], as fully and completely as the governing body of a
private mutual insurance carrier, in order to fulfill the
objectives and intent of {sections 1, 2, and 4 through %2
1.

NEW SECTION. Section B. Personal liability excluded.
The memhers of the board, the executive director, and
employees of the state fund are not 1liable personally,
either Jjointly or severally, for any debt or obligation

created or incurred by the state fund.

NEW SECTION. Section 7. Appointment of executive
director -- management staff. The board shall appoint an
executive director of the state fund who has general
responsibility for the operations of the state fund. The
executive director must have executive level experience,
with knowledge of the insurance industry. The executive
director must receive compensation as set by the board and
serve at the pleasure of the board. The executive director

may hire the management staff of the state fund, each of

whom serves at the pleasure of the executive director.

NEW SECTION. Section 8. Powers of the state fund ——

rulemaking. For the purposes of carrying out its functions,
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the state fund may:

(1) insure any employer for workers' compensation and
occupational disease liability as the coverage is required
by the laws of this state and, 1in connection with the
coverage, provide employers' liability insurance. The state
fund may charge a minimum vyearly premium to cover its
administrative costs Eor coverage of a small employer,

(2) sue and be sued;

(3) adopt, amend, and repeal rules relating to the
conduct of its business;

(4) enter into contracts relating to the
administration of the state fund, including claims
management, servicing, and payment:

{(5) collect and disburse money received;

{6) adopt classifications and charge premiums for the
classifications so that the state fund will be neither more
nor less than self-supporting. The state fund must belong
toe the national council on compensation insurance and shall
use the classifications of employment adopted by the

national council AND CORRESPONDING RATES AS A BASIS FOR

SETTING ITS OWN RATES.

(7} pay the amounts determined due under a policy of
insurance issued by the state fund;
{8) hire personnel;

(9) declare dividends if there is an excess of assets
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over liabilities. However, dividends may not be paid until
the unfunded liability of the state fund is eliminated AND

ADEQUATE ACTUARIALLY DETERMINED RESERVES ARE DETERMINED.

(10) perform all functions and exercise all powers of a
domestic mutual insurer that are necessary, appropriate, or

convenient for the administration of the state fund.

NEW SECTION. Section 9. Property of the state fund -~
investment required. All premiums and other money paid to
the state fund, all property and securities acquired through
the use of money belonging to the state fund, and all
interest and dividends earned upon money belonging to the
state Ffund are the sole property of the state fund and must
be used exclusively for the operations and obligaticns of
the state fund. The money collected by the state fund may
not be used for any other purpose. However, state fund money

must be invested by the board of investments provided for in

2-15-18a08.
NEW SECTION. Section 10. state fund a mutual
insurance carrier. (1) The state fund is a domestic mutual

insurer controlled by the laws relating to the regulation of
domestie mutual insurers in this state. However, the
formation, incorporation, bylaws, and bonding requirements
set forth in Title 33, chapter 3, do not apply to the state

fund. THE STATE FUND IS NOT A MEMBER INSURER FOR THE

PURPOSES OF THE INSURANCE GUARANTY ASSOCIATION ESTABLISHED
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PURSUANT TO TITLE 33, CHAPTER 10, PART 1.

(2) The commissioner of insurance may not terminate
the operations of the state fund based on insolvency due to
the unfunded liability that is recognized to exist on the
date of passage of [sectiens 1, 2, and 4 through 2 11] and
recognized-in-{section-121%.

(3) Phe IF AN ASSIGNED RISK PLAN 1S ESTABLTISHED AND

ADMINISTERED PURSUANT TQ [SECTION 12], THE state fund is

subject to the premium tax liability for 1insurers as

provided in 33-2-705 BASED ON EARNED PREMIUM AND PAID ON

REVENUE FROM_THE PREVIOUS FISCAL YEAR.

NEW SECTION. Section 11. Assets and liabilities of
prior state fund. All assets and funds held by the state
compensation insurance fund established in 39%-71-2301
through 39-71-2308 and 39-71-2321 through 39-71-2327 must be
transferred to the state fund, and the state CEtund shall
assume liability for all outstanding claims and indebtedness
of the previously existing state fund.

NEW-SEETION:--Bection-12---Unfunded--tiabitity---fry-Et
its-recognized-at-the-date-ocf-creation-ef-the-state-fund-that
there-exists-an-unfunded-iiabitity-that-is-being-assumed—-by
the---newlty---created---atate--~-fund--for--the--pricv--state
compensation——tnsarance--fundis--ttability-~for-—-induatrial
injuries--and--sceupationat--draeases-that-osccurred-prior-to

duty-17-1987s-Fe-asstst-the-state-fund--in--atteviating--the
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unfunded-iability;-the-premium-taxes-cotiected-by-the-state
from—-the-following-seurces-must-be-transferred-to-the-newty
ereated-state-fund+

fay--the-state-funds

tby-—excess-or-reinsurance--poticies——-an--seif-imaurers
writing--coverage--on-a-seif-insurer'‘s-workersi-ecompensation
program-under-compensation-pian-Nov-i:-and

tey--private——insurance-——carriers---weiting---workerat
compensation-insurance-ander-compensation-pran-Nez-23

{2}-—-The-premium-taxes-must-be-tranaferred-to-the-state
fund--fer-payment-of-the-unfunded-tiabilikty--Fhe-pramium—tax
paymenta-must-contrnue-untit-the-unfunded-tiabiltity-has-been
patd;-st-which-time-the-premium-taxes-must-be--paid--to——tha
generat-funds

NEW SECTION. Section 12. assigned risk plan. (1) %he
commissioner-of-insurance--shaii--promuigate FOLLOWING THE

DATE ON WHICH THE PROVISIONS OF [THIS ACT] ARE IMPLEMENTED

BUT NO LATER THAN DECEMBER 31, 1990, THE COMMISSIONER OF THE

DEPARTMENT OF LABOR AND INDUSTRY MAY ORDER THE ESTABLISHMENT

OF and administer a plan to eqguitably apportion among the
state Fund, plan No. 3, and private insurers, plan No. 2,
the coverage required by this chapter for employers who are
unable to procure coverage through ordinary methods. IN

DETERMINING WHETHER TO ORDER AN ASSIGNED RISK PLAN TO BE

ESTABLISHED, THE COMMISSIONER SHALL CONSIDER THE EFFECT A
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PLAN WOULD HAVE ON THE AVAILABILITY OF WORKERS' COMPENSATION

INSURANCE AND THE NEED TO PROVIDE' COMPETITIVE WORKERS'

COMPENSATION PREMIUM RATES FOR EMPLOYERS IN THIS STATE. IF

THE COMMISSIONER ORDERS THE ESTABLISHMENT OF AN ASSIGNED

RISK PLAN, IT MAY NQT TAKE EFFECT UNTIL AT LEAST 6 MONTHS

FOLLOWING THE COMMISSIONER'S ORDER CREATING THE PLAN.

(2} All plan No. 2 insurers and the state fund shall
subscribe to and participate in the assigned risk plan.

{3) If an insurer refuses to accept its equitable
apportionment under the assigned risk plan, the commissiocner
of insurance may suspend or revoke the insurer's authority
to issue workers' compensation eeverage-contracts INSURANCE
POLICIES in this state.

{4) IF AN ASSIGNED RISK PLAN IS ESTABLISHED AND 1IN

EFFECT, THE STATE FUND, PLAN NO. 3, IS NOT REQUIRED TC

INSURE ANY EMPLOYER IN THIS STATE REQUESTING COVERAGE, AND

IT MAY REFUSE COVERAGE FOR AN EMPLCYER, EXCEPT FOR A STATE

AGENCY.

{5) IF AN ASSIGNED RISK PLAN 1S ESTABLISHED AND 1IN

EFFECT, AN EMPLOYER WHO IS8 REFUSED THE COVERAGE REQUIRED BY

THIS CHAPTER BY THE STATE FUND, PLAN NO. 3, AND BY AT LEAST

TWO PRIVATE INSURERS, PLAN NOQ. 2, MAY BE ASSIGNED COVERAGE

BY THE COMMISSIONER UNDER THE ASSIGNED RISK PLAN PURSUANT TO

THE PROCEDURE ESTABLISHED BY THE COMMISSIONER FOR THE

EQUITABLE APPORTIONMENT OF COVERAGE.
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Section 13. Section 19-71-116, MCA, is amended to
read:

®39-71-116. Definitions. Unless the context otherwise
requires, words -~and phrases employed in this chapter have
the following meanings:

{1) "Average weekly wage" means the mean weekly
earnings of all employees under covered employment, as
defined and established annually by the Montana department
of labor and industry. It is established at the nearest
whole dollar number and must be adopted by the diviaten
DEPARTMENT ocf-workersl-compensation prior to July 1 of each
year.

(2) "Beneficiary" means:

{a) a surviving spouse living with or legally entitled
to be supported by the deceased at the time of injury;

{by an unmarried child under the age of 18 years;

{c) an unmarried child under the age of 22 years who
is a full-time student in an accredited schooel or is
enrclled in an accredited apprenticeship program;

(d) an invalid child over the age of 18 years who |is
dependent upon the decedent for support at the time of
injury:

{(e) a parent who is dependent upon the decedent for
support at the time of the injury (however, such a parent is

a beneficiary only when no beneficiary, as defined in
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subsections (2)(a) through (2)(d) of this section, exists);
and

{t) a brother or sister under the age of 18 vears if
dependent upon the decedent for support at the time of the
injury (however, such a brother or sister is a beneficiary
only until the age of 18 years and only wﬁen no beneficiary,
as defined in subsections (2)(a) through (2)(e) of this
section, exists).

(3) "Casual employment" means employment not in the
usual course of trade, business, professieon, or oaccupatien
cf the employer.

{4) "Child" includes a posthumous child, a dependent
stepchild, and a child legally adopted prior to the injury.

(5) "Days" means calendar days, unless otherwise
specified.

(6) "Department" means the department of labor and
industry.

t#¥--“bivisienti---meana-—-the---divisien---of--workerst

compensation-inauranee-compliance-of -the-department-of-tabar

and-industry-provided-for-tn-2-15-1702-

+83(7) "Fiscal year" means the period of time between
July 1 and the succeeding June 30.

+9¥{8) “"Insurer" means an employer bound by
compensation plan No. 1, an insurance company transacting

business under compensation plan No. 2, the state
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compensation-insurance fund under compensation plan No. 3,
or the uninsured employers' fund provided for in part 5 of
this chapter.

t18+(9) "Invalid" means one who is physically or
mentally incapacitated.

£¥11(10) "Maximum healing" means the status reached
when a worker is as far restored medically as the permanent
character of the work-related injury will permit.

€32y(11) "Order" means any decision, rule, direction,
requirement, or standard of the division DEPARTMENT or any
ather determination arrived at or decision made by the
diviaten DERARTMENT.

t133(12) "Payroll", annual payroll", or "annual
payroll for the preceding year" means the average annual
payroll of the employer for the preceding calendar year or,
if the employer shall not have operated a sufficient or any
length of time during such calendar year, 12 times the
average monthly payroll for the current year; provided, that
an estimate may be made by the divisien DEPARTMENT for any
employer starting in business where no average payrolls are
available, such estimate to be adjusted by additional
payment by the employer or refund by the diviaton
DEPARTMENT, as the case may actually be, on December 31 of

such current year.

t343(13) "Permanent partial disability" means a
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condition, after a worker has reached maximum healing, in
which a worker: 7

{a) has a medically determined physical restriction as
a result of an injury as defined in 39-71-119; and

(b} is able to return to work in the worker's jcbh pool
pursuant to one of the options set forth in 35-71-1012 but
suffers lmpairment or partial wage loss, or both.

t¥5+(14) "Permanent total disability” means a condition
resulting from injury as defined in this chapter, after a
worker reaches maximum healing, in which a worker is unable
to return to work in the worker's job paol after exhausting
all options set forth in 39-71-1012.

t363(15) The term "physician" includes "surgeon" and in
either case means one authorized by law toc practice his
prefession in this state.

£373(16) The "plant of the employer" includes the place
of business of a third person while the employer has access
to or contral over such place of business for the purpose of
carrying on his usual trade, business, or occupation.

£+383{17} "Public corpora;ion" means the state or any
county, municipal corporation, school district, city, city
under commission form of government or special charter,
town, or village.

£39}{18) "Reasonably safe place to work” means that the

place of employment has been made as free from danger to the
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life or safety of the employee as the nature of the
employment will reasonably permit.

+28+(19) "Reasonably safe tools and appliances" are
such tools and appliances as are adapted to and are
reasonably safe for use for the particular purpose for which
they are furnished.

+2+¥(20) "Temporary total disability" means a condition
resulting from an injury as defined in this chapter that
results in total loss of wages and exists until the injured
worker reaches maximum healing.

+22+(21) "Year", unless otherwise specified, means
calendar year."

Section 14. section 39-71-201, MCA, is amended to
read:

*39-71-201. Adminjstration fund. (1) A workers'
compensation administration fund is established out of which
all costs of administering the Workers' Compensation and
Occupational Disease Acts and the various occupational
safety acts the divisten DEPARTMENT must administer are to
be paid upon lawful appropriation. The following meneys
money collected by the division DEPARTMENT shai} must be
deposited in the state treasury to the credit of the
workers' compensation administrative fund and shati must be
used for the administrative expenses of the diviston

DEPARTMENT :
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{ta) ail fees and penalties provided in 39-71-205 and
39-71-304;

{by all fees paid for inspection of boilers and
issuvance of licenses to operating engineers as required by
law;

{c) all fees paid from an assessment on each plan No.
1 employer, plan No. 2 insurer, and plan No. 3, the state
tnsdrance fund. The assessments shatt must be levied
against the preceding calendar year's gross annual payroll
of the plan No. 1 employers and the gross annual direct
premiums cecllected in Montana on the policies of the plan
No. 2 insurers, insuring employers covered under the
chapter, during the preceding calendar year. However, no
assessment of the plan No. 1 empioyer or plan No. 2 insurer
shatt may be less than $200. The assessments shai} must be
sufficient to fund the direct costs identified to the three
plans and an equitable portion cf the indirect costs based
on the ratio of the preceding fiscal year's indirect costs
distributed to the plans, using proper accounting and cost
allocation procedures. Plan No. 3 shall must be assessed an
amount sufficient to fund its direct costs and an equitable
portion of the indirect costs as referred to above. Other
sources of revenue, including wunexpended funds from the
preceding fiscal year, shali must be used to reduce the

costs before levying the assessments.
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(2) The administration fund shai: must be debited with
expenses incurred by the division DEPARTMENT in the general
administration of the provisions of this chapter, including
the salaries of its members, officers, and employees and the
travel expenses of the members, officers, and employees, as

provided for in 2-18-501 through 2-18-503, as amended,

incurred while on the business of the divisiem DEPARTMENT

either within or without the state.

(3} Disbursements from the administration money shail

must be made after being approved by the divisien DEPARTMENT

upen claim therefor."

Section 15. Section 39-71-203, MCA, is amended to
read:

"39-71-203. Powers of divisten DEPARTMENT -- rules --
staffing. {1) The diviaten DEPARTMENT is hereby vested with
full power, authority, and jurisdiction to do and perform
any and all thingsy-whether-herein-specificaliy-designated
or-in-addition-therete; that are necessary or convenient in
the exercise of any power, authority, or jurisdiction
conferred upon it under this chapter.

(2} The division DEPARTMENT may adopt rules to carry
out the provisions of this chapter.

t3)--Phe--division-shali-empioy-sufficient-personnet-to
atlew-it-to-meet-the-claims-processing--goala--econtained--in

39-71-6647--FThe--division-—-shati-implement-staffing-patterna

-19- S8 428

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

5B 0428/03

that-ate-supported-by-indicators-of-werkicad---Fhe-open-fite
its-the-workioad-indicator-fer--claima--precesstngr--and--the
number--of--ppen--etaims-per—eclaima-examiner-may-not-be-tess
than-308<--Fhe-cinims--support-—ataff;--including--the--filte;
medicai--pay;--and-new-claima-uniesr-may-not-exceed-two-PTEa
per-ciaims-examiner:--Fhe--administrative--and--nnderwriting
staffing-—-must--be--based--sn--the—-number-of-premium-paying
poiicyholdera--and--may--nae—-exeesd--r-4--F¥Ea--per---178688
poticyholderas

t4)y-—Fhe--diviston-admintstrator-shati-submtt-a-revised
eperation-pian-te-the-budget-offtce-for-review-and--approvat
and-to-the-legistative-finance-committee-for-review-whenever
itncreases--or--decreases-of-staff-are-necessary-to-impiement
the-provisteons-of-subsection-{33+

+53--Punds-from-the-state-speciat-revenue-fund-ahatri-be
used-to-implement-sobsection-¢33:"

Section 16. Section 39-71-206, #MCA, is amended to
read:

"39-71-206. Legal advisers adviser RDVISERS of

division DEPARTMENT and state fund. t3} The attorney general

shati-be is the legal adviser of the division DEPARTMENT and
the state fund and shall represent it either entity in all

proceedings whenever--ae if requested by the divisien

DEPARTMENT or state fund any-member-thereof, THE DivViG5iON

DEPARTMENT AND STATE FUND MAY EMPLOY OTHER ATTORNEYS OR
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LEGAL ADVISERS AS THEY CONSIDER NECESSARY.

t2y--Phe-divisien-may;-in-the-investigation-and-defenae
of-cases-under-pitan-Noz-3-of-the-Horkers'-Compensation——Aet;
enptoy--auch--otheér—-attorney--or--tegat-adviser-as-te-deems
necessary-and--pay--for--the--same--out--of--the--industrial
tnsurance-account—in-the-axpendeblte-trust-fund:"

Section 17. section 39-71-306, MCA, is amended to
read:

*39-71-306. Fian-sne-empitoyers-and-ptan--two-—insurers

Insurers to file duplicate--reseipta SUMMARY REPORTS OF

BENEFITS paid for injuries and statements of medical
expenditures. Every empleoyer-coming-under-the-provistena-eof
cempensation—pilan-Nor-t-and-every-insurer -coming--under—-the
provisiona-—-ecf--compensation-ptan-Nez-2 insurer shall, on or
before the 15th day of each and every month, file with the
division DEPARTMENT:

{1) dupticate-receipts SUMMARY REPORTS OF BENEFITS for

all payments made during the previcus month to injured
workers or their beneficiaries or dependents; and
(2) statements showing the amounts expended during the
previous month for medical, surgical, and hospital services
for injured workers and for the burial of deceased workers."
Section 18. section 139-71-307, MCA, is amended to
read:

"39-71-307. Employers and insurers to file reports .of
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accidents. (1) Every employer eaf-iaber and every insurer is

hereby required to file with the d+visien DEPARTMENT, under

saeh divisien DEPARTMENT rules as-the-divisten-May-frem-time
to--time--make, a full and complete report of every accident
to an employee arising out of or in the course of his
employment and resulting in loss of life or injury to suaeh
person the employee. Sueh The reports shaii must be
furnished to the division DEPARTMENT in sueh the form and
such detail as the division DEPARTMENT shaii--from--eime--ts
time--prescribe Erescribes and shati--make must provide
specific answers to all questions required by the divisien
DEPARTMENT under its rules.r-exeept;-in-case-he However, if
an empieoyee EMPLOYER is unable to answer any-sach-gueskionsy
a-good-and-sufficient-reasen—ahaii-be-given-for-auch-failgre

a question, he shall state the reason he is unable to

answer.

{2} Every insuranee——-ecompany insurer transacting
business under this chapter shall, at the time and in the
manner prescribed by the divisien D .PARTMENT, make and file
with the divisiom DEPARTMENT sueh the reports of accidents
as the divisien DEPARTMENT may-require reguires.”

Section 19. Section 39-71-308, MCA, is amended to
read:

"39-71-308. HNeglect or refusal of public corporation

to file payroll reports —- arbitrary assessment by divisien
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DEPARTMENT. Whenever-any If a public corperation insured by
the state compensarion-insurance fund neglects or refuses to
file prescribed payroll reports of its employees, the
divisien DEPARTMENT may levy an arbitrary assessment upon
swch the public corporation in an amount of $75 for each

such assessment, y;-which--assessments--shait* The assessment

must be collected in the manner provided in this chapter for

the collection of assessments."

Section 20. Ssection 39-71-403, MCA, is amended to
read:

“39~71-403. Plan three exclusive for state agencies --
election of plan by other public corporations. (1} Where If
a4 state agency is the employer, the terms, conditions, and
provisions of compensation plan No. 3, state fund, shati-—be
are exclusive, compulsory, and obligatory upon both employer
and employee. Any sums necessary to be paid under the
provisions of this chapter by any state agency shati-be are
considered to be ordinary and necessary expense of the
agency, and the agency shall make appropriation of and pay
such the sums into the state compensation-insuranee fund at
the time and in the manner provided for in this chapter,
notwithstanding that the state agency may have failed to
anticipate such ordinary and necessary expense in any
budget, estimate of expenses, appropriations, ordinances, or

otherwise,
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(2) A public corporation, other than a state agency.,
may elect coverage under compensation plan No. 1, employer:
plan No. 2, Iinsurer; or plan No. 3, state insuranee fund;
separately or jointly with any other public corporation,
other than a state agency. A public corporation electing
compensation plan No. 1 may purchase reinsurance. A public
corporation electing compensation plan No. 1 is subject to
the same provisions as a private employer electing
compensation plan No. 1.

{3) A public corporation, other than a state agency,
that elects plan Ne. 1 may establish a fund sufficient to
pay the compensation and benefits provided for in this
chapter and chapter 72 and to discharge all liabilities that
reasonably incur during the fiscal year for which the
election is effective. Proceeds from the fund must be used
only to pay claims covered by this chapter and chapter 72
and for actual and necessary expenses regquired for the
efficient administration of the fund.

(4) All money in the fund established under subsection
{3) not needed to meet immediate expenditures must be
invested by the governing body of the public corporation,
and all proceeds of the investment shall be c¢redited to the

fund. "™

Section 21. section 39-71-421, Mca, is amended to

read:
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"319-71-421. Financial incentives to institute safety
programs. Fhe--state--compensation-inaurance-fundy-pian-Ne-
3y~and-private Private insurersy-pian-Nos--27 [NSURERS may
provide financial incentives to an employer who implements a
formal safety program. PThe-insurance-earrier An insurer may
provide to an emplcyer a premium discount that reflects the
degree of risk diminished by the impliemented safety
program."

Section 22. section 39-71-604, MCA, is amended to
read:

"39-71-604. Application for compensation. (1) Where If
a worker is entitled to benefits under this chapter, the
worker shall file with the insurer or the division
DEPARTMENT all reasonable information needed by the insurer
to determine compensability. It is the duty of the worker's
attending physician to lend all necessary assistance in
making application Efor compensation and such proof of other
matters as may be required by the rules of the divisten
DEPARTMENT without charge to the worker. The filing of
forms or other documentation by the attending physician does
not constitute a claim for compensation.

(2) Where If death results from an injury, the parties
entitled to compensation or someong in their behalf shall
file a claim with the insurer or the divisien DEPARTMENT.

The claim must be accompanied with proof of death and proof
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of relationship, showing the parties entitled to
compensation, certificate of the attending physician, if

any, and such other proof as may be required by the division
DEPARTMENT .

t3y--Phe--goat-af-the-diviston-ia-tp-procesa-ali-etatima
far—compensation-within-té-days-after-iniriat-acceprance—-of
tiabtitty-for-a-etaim:"

Section 23. section 39-71-704, MCA, is amended to
read:

“39-71-704. Payment of medical, hospital, and related
services -- fee schedules and hespital rates. (1) In
addition to the compensation provided by this chapter and as
an additional benefit separate and apart from ccmpensation,
the following ska*t must be furnished:

fa} After the happening of the injury, the insurer
shall furnish, without limitation as to length of time or
dollar amount, reasonable services by a physician or
surgeon, reasoconable hospital services and medicines when
needed, and such other treatment as may be approved by the
diviaten DEPARTMENT for the injuries sustained.

{b) The insurer shall replace or repair prescription
eyeglasses, prescription cantact lenses, prescription
hearing aids, and dentures that are damaged or lost as a
result of an injury, as defined in 3%-71-119, arising out of

and in the course of employment.
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(2) A relative value fee schedule for medical,
chiropractic, and paramedical services provided for in this
chapter . excluding thospital services, shatt must be
established annually by the werkers:--compensatien division
DEPARTMENT and become effective in January of each year. The
maximum fee schedule must be adopted as a relative value fee
schedule of medical, chiropractic, and paramedical services,
with unit values to indicate the relative relationship
within each grouping of specialties. Medical fees must be
based on the median fees as billed to the state ¢ompensation
tnsurance fund during the year preceding the adoption of the

schedule. THE STATE FUND SHALL REPORT FEES BILLED IN THE

FORM AND AT THE TIMES REQUIRED BY THE DIVISION DEPARTMENT.

The divisien DEPARTMENT shall adopt rules establishing
relative unit values, groups of specialties, the procedures
insurers must use torpay for services under the schedule,
and the method of determining the median of billed medical
fees. These rules shatt must be modeled on the 1974 revision

of ‘the 1969 California Relative Value Studies.

{3) Beginning January 1, 1988, the division DEFARTMENT

shall establish rates for hospital services necessary for
the treatment of injured workers. Approved rates must be in
effect for a period of 12 months from the date of approval.
The divistem DEPARTMENT may coordinate this ratesetting

function with other public agencles that have similar
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responsibilities.

(4) Notwithstanding subsection (2), beginning January
1, 1988, and ending Januvary 1, 1990, the maximum fees
pavable by insurers must be limited to the relative value
fee schedule established in January 1987. Notwithstanding
subsection (3), the hospital rates payable by insurers must
be limited to those set in January 1988, until December 31,
1989."

Section 24. section 139-71-%01, MCA, is amended to
read:

"39-71-901. Definitions. As wused in this part, the
following definitions apply:

{1} "Vocationally handicapped" means a person who has
a medically certifiable permanent impairment which is a
substantial obstacle to cbtaining employment or to obtaining
reemployment if the employee should become unemployed,
considering such factors as the person's age, education,
training, experience, and employment rejection.

(2) "Certificate" means documentation issued by the
diviasion DEPARTMENT of---workersl---cempensation tOo an
individual who is vocationally handicapped.

(3) "Fund" means the subsequent injury fund.”

Section 25. Section 39-71-908, MCA, is amended to
read:

"39-71-908. Notification of fund of its potential
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liability under part ~- review by fund. Not less than 90 or
more than 150 days before the expiration of 104 weeks after
the date of injury, the employerr-cartierz-or-the-tndustriat
insurance—fundy-as-the-case-may-be; insurer shall notify the
fund whether it is likely that compensation may be payable
beyond a period of 104 weeks after the date of the injury.
The fund thereafter may review, at reasonable times, such
information as the empleyer;—-ecarrrery--or--tndustriat
insurance-fund insurer has regarding the accident and the
nature and extent of the injury and disability."

Section 26. Section 39-71-910, MCA, is amended to
read:

"39-71-910. Procedure for resolving disputes as to
liability wunder part. (1) If an employee was employed or
retained in employment under the provisions of this part and
a dispute cor contraversy arises as to payment of benefits or
the liability therefor, the divisien DEPARTMENT shall hold a
hearing and resolve all disputes. On motion made in writing
by the employery--earviers--—or—-industriat--insurance-fund
insurer, the administrator shall join the fund as a party
defendant.

{2) The diviaten DEPARTMENT, within 5 days of the
entry of an order joining the fund as a party defendant,
shall give the fund written notice thereof not less than 20

days before the date of hearing and shall include the name
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names of the employee and the empioyer insurer and the date
of the alleged injury or disability. The fund named as a
defendant shati--have has 10 days after the date of
notification to file objections to being named as a party
defendant. On the date of the hearing at which the liability
of the parties is determined, the hearing examiner first
shall hear arguments and take evidence concerning the
joinder as party defendant. If the fund has filed timely
objection and if argument and evidence warrant, the hearing
examiner shall grant a motion to dismiss.

{3) At the time of the hearing, the empioyer insurer
and fund may appear, cross-examine witnesses, give evidence,
and defend both on the issue of liability of the empiayer
insurer to the employee and on the issue of the liability of
the fund.

{4) The hearing examiner shall make findings of fact
and conclusions of law determining the respective liability
of the empleyer insurer and the fund."

Section 27. section 39-71-911, MCA, is amended to
read:

"39-71-911. Obligation to make payments on behalf of
fund not an independent liability. The obligation imposed by
this part on the emptoyer;-carrierr—or-industriat-insurance
fund insurer to make payments on behalf of the fund does not

impose an independent liability on the empioyery-carriery-or
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tndustrial-insurance—fund insurer.”

Section 2B. Section 39-71-913, MCA, is amended to
read:

"39-71-913. Payments by fund directly to persons
entitled. If the empleoyery--earriery-—-or-—-the--industriat
insnrance—-fund insurer does not make the payments on behalf
of the fund, the fund may make the payments directly to the
persons entitled to the payments.”

Section 29. section 39-71-2303, MCA, is amended to
read:

*»39-71-2303. HManner of electing -- contract or policy
of insurance — payment of premium. The diviston state fund
shall prescribe the procedure by which empteyers an employer
may elect to be bound by compensation plan No. 3, the
effective time of aueh the election, and the manner in which
sueh the election is terminated for reasons other than
default in payment of premiums, Every employer electing to
be bound by compensation plan No. 3 shati must receive from
the division state fund a contract or policy of insurance in
a form approved by the division DEPARTMENT. The premium
thereon--shat: must be paid by the employer to the division
state fund at such times as the division--shaii--prescribe

state fund prescribes and shat: must be paid over by the

division state fund to the state treasurer to the credit of

the industrial--insurance--expendabte~-trust state mutoat
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insurance Eund.”

Section 30. Section 395-71-2307,' MCA, is amended to
read:

"39-71-2307. cCancellation of coverage under-plan-for
defautt -- thirty days’' notice required. The divisien——is
hereby-authorired-in-tta-discretion-to state fund may cancel
an employer's rtight to operate under plan No. 3 of the
Workers' Compensation Act for failure to pay the premiums

due BR--BECAUSE--OF--A--SIGNIPICAN?--EHANGE--IN-~LIABILIPY¥

BKPOSERE, When the division-makes-an-order-canceiing gtate
fund cancels an employer's right-for-fatiure-teo-pay-premiums
COVERAGE, the--divisien it shall notify the employer of its
intent to cancel the employer at least 30 days before the
cancellation becomes effective. After the cancellation date,
the employer shall-have has the same status as an employer
who is not enrolled under the Workers' Compensation Act."”

Section 31. section 39-71-2308, MCA, is amended to
read:

"39-71-2308. Collection in case of default. (1} If eny
an employer under plan No. 3 shaii-defauit defaults in any

payment to the diviston state fund, the state fund may

collect the sum due may-be-coitected-by-an-action-at-law in
a civil action in the name of the state.r-and-suech-right--of

action-shati-be The right of action is cumulative.

(2) When TIf an employer's right to operate has been
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canceled by the division state fund for failure to pay
premiums and when-the-divisten-in-ita-discretion the state
fund finds that the property and assets of the employer are
not sufficient to pay the premiums, the divistoen state Eund
may compromise the claim for premiums and accept a payment
of an amount less than the total amount due."

Section 32. section 39-71-2321, MCA, is amended to
read:

*39-71-2321. What to be deposited in industrial
insurance---expendabie---trust STATE fund. All premiums,
penalties, recoveries by subrogation, interest earned wupon
money belonging to the state fund, and securities acquired
by or through use of money shali must be deposited in the
tndustriat-tnsurance-expendabie-trust state fund."

Section 33. section 39-71-2322, MCA, is amended to
read:

"39-71-2322. Money in industriat-insurance state fund
held in trust ~-- disposition of funds upon repeal of
chapter. The meneys money coming Iinto the induseriat
tnsurance--expendablte-trust state fund shait must be held in
trust for the purpose for which sueh-meneys-vwere the money
was collected.7--and--if-thia-chapter-shait-be-nereafter If

this chapter is repealed, sueh-mcneys-shatl-be the money is

subject to =nch the disposition as-may-be provided by the

legislature repealing this chapter. In defauitt-of--sueh the
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absence of a legislative provision, distribution thereof
shatt must be in accordance with the justice of the matter,
due regard being had to obligations of compensaticon incurred

and existing."

Section 34. section 39-71-2323, MCA, is amendad to
read:

"39-71-2323. Surplus in tndostetatr----- tnanrance
expendabie--trust state fund -- payment of dividends. If at

the end of any fiscal year there exists in the +ndustrrail

tnsyrance-—axpendablte-—ernse  state fund an excess of assets

over liabilities and a reasonable surplus, such liabilities
to include necessary reserves, which excess may be divided
safely, then the divisten state fund may declare a dividend
in sweh the manner as the rules of the division-may state
fund prescribe to those employers who have paid premiums
into the tndustriasl-insuranee-expendable-truse state fund in
excess of 1liabilities chargeable to them in the fund for
that year. In determining the amount or proportion of the
balance to which the employer is encitled as dividends, the
divisien state fund shall give consideration to the prior
paid premiums and accident experience of each individual
employer during the dividend year."

Section 35. Section 39-71-2325, MCA, is amended to
read:

*39-71-2325. Bivisten State fund to keep accounts of
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segregations. The divisien state fund shall keep an accurate
account of all =suweh the segregations of the é#ndustrial
tnsutance--expendabte-+rust state fund and shall divert from
the fund any sums necessary to meet monthly payments,
pending the conversion into cash of any security, and in
such case shall repay the same out of the cash realized from
the security.”

Section 36, Section 39-71-2327, MCA, is amended to
read;

"39-71-2327. Earnings of industrial-—--insurance
expendabte-trust state fund to be ecredited to fund --
improper use a felony. All earnings made by the industriail
tnanrance-expendabte-trust state fund by reason of interest
paid for the deposit thereof or otherwise shall must be
credited to and become a part of the fund, and the making of
profit, either directly or indirectly, by any person out of
the use of the fund shati-constitute is a felony. and-en
conviction-thereof-shatt--subject--the--persen--making--such
profit--to-imprisonment-in-the-state-penitentiary-for-a-—term
not-exceeding-2-years-er-a-fine-not-exceeding-$5;088-or-both

such-fine-and-imprissnments A person convicted of an offense

under this section is punishable by imprisonment in the

state prison for a term not to exceed 2 years or a fine of

not more than $5,000, or both."

Section 37. Section 39-72-201, MCA, is amended to
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read:

*39-72-201. Administration of chapter. This chapter
shati-pe is administered by the divisien DEPARTMENT ef
workersi-compensation.”

Section 38. Section 39-72-310, MCA, is amended to
read:

"39-72-310. Occupational disease coverage under
workers' compensation plans. (1) Every employer enrolled
under compensation plan No. 1 +Pitie-397--¢hapter--Fi7--part
23y, every insurer writing-workerst-eempensatien-coverage
under compensation plan No. 2 tPttte-397--chapter--7iy--part
22%, and the state eompensation--insurance fund under
compensation plan No. 3 ¢Pitite-39;-chapter-Fiy-part-23}, all
provided for under the Workers' Compensation Act, are
considered to also provide full coverage for claims under
this chapter. Any policy of insurance Eor workers’
compensation coverage under the Workers' Compensation Act
written by a private insurance carrier or the state
eompansatien--insutance fund is considered to pravide full
occupational disease coverage under the provisions of this
chapter.

{2) Except as provided in this chapter, the diviszen
DEPARTMENT shall apply the appropriate provisions o©f Title
19, chapter 71, parts 21, 22, and 23, to the administration

of The Occupational Disease Act of Montana in the same
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manner as they are applied to the administration of the
Workers' Compensation Act.

{3) Under compensation plan No. 3, any premiums and
other receipts held by the divitaten state fund for
occupational disease insurance coverage shaii must be
transferred eand-become-part-of to the workers' compensation
industrial insurance account, and payments for occupational
disease claims by the state fund shat? must be paid out of
the industrial insurance account.”

Section 39. Section 2-18-103, MCA, is amended to read:

"2-18-103. Officers and employees excepted. Parts 1
and 2 do not apply to the following positions in state
government:

(1) elected officials;

(2) county assessors and their chief deputy;

(3) officers andremployees of the legislative branch;

{4) judges and employees of the judicial branch;

{5} members of boards and commissions appointed by the
governor, appointed by the legislature, or appointed by
other elected state officials;

(6) officers or members of the militia;

{7) agency heads appointed by the governor;

(8) academic and professicnal administrative perscnnel
with individual contracts under the authority of the board

of regents of higher education;
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{9} academic and professional administrative personnel
and live-in houseparents who have entered into individual
contracts with the state school for the deaf and biind under
the authority of the state bcard of public education;

{10) teachers under the authority of the department of
institutions;

({11} investment officer, assistant investment officer,
executive director, and three professional staff poasitions
of the board of investments;

(12) four professional staff positicns under the becard
of oil and gas conservation; and

{13) assistant director for security of the Montana
state lottery; and

{14) executive director and employees of the state

compensation mutual insurance fund."

Section 40. Section 33-17-502, MCA, is amended to
read:

"33-17-502. Prchibition on helding out as consultant
-- receiving fee. (1) BAny persca not licensed as an
insurance consultant in this state who identifies or holds
himself out to be an insurance consultant without having
been licensed as an insurance consultant under this part or
any person who uses any other designation or title which is
likely to mislead the public and holds himself out in any

manner as having particular insurance gualifications other
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than those for which he may be otherwise licensed or
otherwise qualified is guilty of a misdemeanor and upon
conviction shall be fined $1,500.

(2) Any person not licensed as an insurance consultant
with respect to the relevant kinds of insurance who receives
any fee for examining, appraising, reviewing, or evaluating
any insurance policy, annuity or pension contract, plan, or
program or who shall make recommendations or give advice
with regard to any of the above without £first having been
licensed by the commissioner as an insurance consultant is
guilty of a misdemeanor and upon conviction shall be fined
$1,500.

{3) Nothing in this part applies to:

{a) licensed attorneys at law in this state acting in
their professional capacity; OR

{b) an actuary or a certified public accountant who
provides information, recommendations, advice, or services
in his professional capacity if neither he nor his employer
receives any compensation directly or indirectly on account
of any insurance, bond, annuity or pension c¢ontract that
results in whole or part from that information,
recommendation, advice, or servicesr—-er

tet-~a--duly--ticensed--easunlty--insurance--agent—-who
accepta-—a—fee-from-am--insured--for--pltacement--through--the

state—-compensation--mutnat--insurance—-fund--as-provided-in
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33-38-212."

Section 41. Section 33-18-212, MCA, 1is amended to

read:
"33-18-212. TIllegal dealing in premiums —- improper
charges for insurance. (1} Ns A person shat:r may not

willfully collect any sSum as premium or charge for
insurance, which insurance is not then provided or is not in
due course to be provided (subject to acceptance of the risk
by the insurer) by an insurance policy issued by an insurer
as authorized by this code.

{2) No A person =sahati may not willfully collect as
premium or charge for insurance any sum in excess of or less
than the premium or charge applicable to such insurance and,
as specified in the policy, in accordance with the
applicable classifications and rates as filed with and
approved by the commissioner; or in cases where
classifications, premiums, ar rates are not required by this
code to be so filed and approved, such premiums and charges
shatit may not be in excess af or less than those specified
in the policy and as fixed by the insurer. This provisicn
shatt* may not be deemed to prohibit the charging and
cbllection, by surplus lines agents licensed under chapter
2, part 3, of the amount of applicable state and Eederal
taxes in addition to the premium required by the insurer. It

shatt may not be deemed considered to prohibit the charging
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and collection, by a life insurer, of amounts actually to be
expended for medical examination of an applicant for 1life
insurance or for reinstatement of a life insurance policy.
Fhe-provision-ef--this--subsection--does--not--prehibic—-the
cotlection-frem-an—indured-ef-a-ptacement-feer-not-to-excead
F-172%--nf--the--annual--premium;--for—placement-throungh-the
stare-compensation-metuat-insurance-fund-by-a-duty--ticensed
easualty--insurance--agentr--Phis--ptacement--fee--i3--not-a
premium-as-defined-in-33-15-162<

(3} Each wviolation of this section shati--be is
punishable under 33-1-104."

Section-43:--Section--2-15-1782r--MEAT —-to--amended --to
vends

U3-35-3782---Bivisien----of-——-workersi-—--cempensatioen

insurance —corptianee ----head+—~{1}-FThere-is-a-division-of

werkerat--compensation ingurance--eempiiance within—--the

departments—-Fhe-division-head-is-an-administrater-appointed
by-—-the--governor--as—-are--directors——in--aeeerdance-—-with
2-¥5-33<

+2y--FThe--divisten--is--allocated-to-the-department-for
administrative-purpeoses--enty--as--preacribed--in--2-15-12%<
However7--the--divisten--may--hire--its--own--perssnnel;-and
2-15-123¢2)ytdy-does-not-apptys!t

Section 42. Section 2-15-1014, MCA, is amended to

read:
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"2-15-1014. Office of workers' compensation judge --
allocation -- appointment -- salary. kl] There is the office
of workers' compensation judge. The office is allocated to
the department of adminmistratienm jabor AND INDUSTRY for
administrative purposes only as prescribed in 2-15-121,

{2) The governor shall appoint the workers'
compensaticn Jjudge for a term of 6 years in the same manner
provided by Title 3, chapter 1, part 10, for the appointment
of supreme or district court judges. A vacancy shat} must be
filled in the same manner as the original appointment.

(3) To be eligible for workers' compensation judge, a
person must:

{(a) have the gualifications necessary for district
court judges found in Article ViT, section 9, of the Montana
canstitution;

(b} devote full time to the duties of workers'
compensation judge and not engage in the private practice of
law.

(4) The workers' compensation judge is entitled to the
same salary and other emoluments as that of a district judge
but shatt must be accorded retirement benefits under the

public employees' retirement system.,"

Section 43. Section 39-71-2501, MCA, s amended to

read:

"39-71-2501. (Temporary} Definitions. As used in this
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part, the following definitions apply:

(1} "Board" means the board of examiners created in
2-15-1007.

(2) "Department” means the department of labor and
industry provided for in 2-15-1701.

t3) "Employer" has the meaning set forth in 39-71-117.

t4) "Payroll" means the payroll of an employer for
each of the calendar quarters ending March 31, June 30,
September 30, and December 31, for all employments covered
under 39-71-401.

(5) "State fund"” means the state compensation MUTUAL
insurance fund referred-te-in-39-71-236%.

{6) "Tax" means the workers' compensation payrell tax
provided for in 39-71-2503.

{7) "Tax account" means the workers' compensation tax
acccunt created by 39-71-2504. (Terminates June 30,

19%81--sec. 10, Ch. 664, L, 1987.)"

NEW SECTION. SECTION 44. sTATE FUND TO SUBMIT NOTICE

OF COVERACE WITHIN THIRTY DAYS -- PENALTY FOR FAILURE. {1}

THE _STATE FUND SHALL, WITHIN 30 DAYS AFTER THE ISSUANCE OF

AN INSURANCE POLICY, SUBMIT TO THE BPiV¥S#6N DEPARTMENT THE

NOTICE OF COVERAGE STATING THE EFFECTIVE DATE OF THE PCLICY

INSURING THE EMPLOYER AND OTHER INFORMATION THE DBIVISI6N

DEPARTMENT REQUIRES.

(2) THE PIViSION DEPARTMENT MAY ASSESS A PENALTY OF NO
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MORE THAN $200 AGAINST THE STATE FUND IF, AS A GEMERAL

BUSINESS PRACTICE, THE STATE FUND DOES NOT COMPLY WITH THE

30-DAY NOTICE REQUIREMENT.

NEW SECTION. SECTION 45. POLICY REMAINS 1IN EFFECT

UNTIL CANCELED OR REPLACED -- TWENTY-DAY NOTIFICATION OF

CANCELLATION REQUIRED. THE INSURANCE POLICY REMAINS 1IN

EFFECT UNTIL CANCELED. CANCELLATION MAY TAXE EFFECT ONLY BY

WRITTEN NOTICE TO THE NAMED INSURED AND TO THE DIVISIEN

DEPARTMENT AT LEAST 20 DAYS PRIOR TOQ THE DATE or

CANCELLATION. HOWEVER, THE POLICY TERMINATES ON THE

EFFECTIVE DATE OF A REPLACEMENT OR SUCCEEDING INSURANCE

POLICY ISSUED TO THE INSURED. NOTHING IN THIS SECTION

PREVENTS THE STATE FUND FROM CANCELING AN INSURANCE POLICY

BEFORE_ A REPLACEMENT POLICY IS ISSUED TO THE INSURED.

SECTION 46. SecTION 33-2-119, MCA, IS AMENDED TO READ:

"33-2-119. Suspension or revecation for violations and
special grounds. (1) The commissioner may, in his
discretion, suspend or revcke an insurer's certificate of
authority if, after a hearing thereon, he finds that the
insurer has:

(a) violated any lawful order of the commissioner or
any provision of this code other than those for which
suspension or revocation is mandatory;

{b) reinsured more than 90% of its risks resident,

located, or to be performed in Montana, in another insurer.
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In considering suspension or revocation, the commissioner
shall consider all relevant factors, including whether:

(i) after the reinsurance transaction all parties will
be in compliance with Montana law; and

(ii) the transaction will substantially reduce
protection and service to Montana policyholders;

{c) failed to accept an equitable appocrtionment of

assigned coverage as reguired by [section %3 12]1.

{2) The commissiconer shall, after a hearing thereon,
suspend or revoke an insurer's certificate cof authority if
he finds that the insurer:

(a) is in wunsound condition or in such condition or
using such methods or practices in the  conduct of its
business as to render its further transaction of insurance
in Montana injurious or hazardous to its policyholders or to
the public;

(b} has refused to bhe examined or to produce its
accounts, records, and files for examination or if any af
its officers have refused to give information with respect
to its affairs, when required by the commissioner;

(c) has failed to pay any final judgment rendered
against it in Montana within 30 days after the judgment
became final; .

(d) with such frequency as to indicate its general

business practice in Montana, has without just cause refused
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to pay proper claims arising under its policies, whether any
such claim is in favor of an insured or is in favor of a
third person with respect tc the liability of an insured to
such third persen, or ~without just cause compels such
insured or claimant to accept less than the amcunt due them
or to employ attorneys or to bring suit against the ilnsurer
or such an insured to secure full payment or settlement of
such claims;

(e) is affiliated with and under the same general
management or interlocking directorate or ownership as
another insurer which transacts direct insurance in Montana
without having a certificate of authority therefor, except
as permitted as to a surplus lines insurer under part 3 of
this chapter.

{3) The commissioner may, in his discretion and
without advance notice or a hearing thereon, immediately
suspend the certificate of authoricy of any insurer as to
which proceedings for receivership, conservatorship,
rehabilitation, or other delinquency proceedings have been

commenced in any state."

SECTION 47. gsecTiOoN 37-72-101, MCA, IS AMENDED TO

READ:
"37-72-101. Construction blasting restrictions --
license required -- definitions -- exemptions. (1) No person

may engage in the practice of construction blasting unless
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licensed or under the supervision of a person licensed as a
construction blaster by the workersi--ecempensation--divisien
DEPARTMENT .

(2) For the purposes of this chapter:

(a) "construction blaster" means a person who engages
in construction blasting:

{b) “construction blasting” means the use of
explosives to:

{i) reduce, destroy, or weaken any residential,
commercial, or other building; or

{ii) excavate any ditch, trench, cut, or hole or
teduce, destroy, weaken, or cause a change in grade of any
land formation in the construction of any building, highway,
road, pipeline, sewerline, or electric or other wutility
line;

(c} “division'---means———the-——divisten——-of--workers?t

compensation-division—insurance-compiiance-of-the-department

cf--laboer--and---indusery---provided-—-for---imn---2-3¥5-1702+

"DEPARTMENT" MEANS THE DEPARTMENT OF LABOR AND INDUSTRY;

{(d) "explosive" has the meaning given in 50-38-101;

(e) "magazine" has the meaning given in 50-38-101.

{3) Nothing in this chapter applies to the private or
commercial use of explosives by persons engaged in farming,
ranching, logging, geophysical work, drilling or development

of water, oil, or gas wells, or mining of any kind or to the
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private use of explosives in the removal of stumps and rocks
from land owned by the person using the explosives, except
that the persons exempted from this chapter by this
subsection must comply with rules adopted under
37-72~201(l){c) and the provisions of 37-72-102 apply to a
violation of those rules by an exempted person.

(4) This chapter does not apply to perscns conducting
blasting operations when the perscns and operations are
subject to rules adopted under and implementing
82-4-231(10){e)."

SECTION 48. secTION 50-71-102, MCA, IS AMENDED TO

READ:

"50-71-182. Definitions. Unless the context requires
otherwise, in this chapter, the following definitions apply:

{1) "Amendment" means such modification or change in a
code as shall be intended to be of universal or general
application.

{2) "Code" means a standard body of rules for safety
formulated, adopted, and issued by the division DEPARTMENT
under the provisicns of this chapter.

(3) "“Pivision¥---means——-the---diviaten---of--workerst

eempensation-insurance-compriance-of-the-deparement-of-tabor

and-industry-provided-for-in-2-35-3762c "DEPARTMENT" MEANS

THE DEPARTMENT OF LABOR AND INDUSTRY.

(4) “Employee” and "worker" are defined as in
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39-71-118.

{5) "Employer" is defined as in 39-71-117.

[6) "Variation" means a special, limited modification
or change in the c¢ode which is applicable only to the
particular place of employment of the employer or person

petitioning for such modification or change."

SECTION 49. SECTION 50-73-102, MCA, IS5 AMENDED TO

READ:

"50-73-102. Definitions. As used in this chapter, the
following definitions apply:

(1) UYpitvistonl---means---the---divrision---of--workerst

compensatten-insarance—comptiance-of-the-department-of-tabor

and-induacry-provided-for-in--2-15-1362 "DEPARTMENT" MEANS

THE DEPARTMENT OF LABOR AND INDUSTRY and the state cocal mine

inspectors employed by the déivisien DEPARTMENT.

{2) "Excavations" and ‘“workings" mean all parts of a
mine excavated or being excavated, including shafts, slopes,
tunnels, entries, rooms, and working places, whether
abandoned or in use.

(3) "Gassy mine" means a mine is considered to be
potentially gassy. The division DEPARTMENT may further
define this term in its rules.

{(4) "Mine" and "coal mine" mean all parts cf the
property of a mining plant under one management which

contribute, directly or indirectly, to the mining or
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handling of coal.

(5) "Mine examiner" means a person charged with the
examination of the condition of the mine before the miners
are permitted to enter ir and who is commonly Known as the
"Fire boss".

(6) "Mine foreman" means a person who is charged with
the general direction of the underground work or both the
underground work and the outside work of a coal mine and who
is commonly known and designated as "mine bozs™.

(7} "Operator", as applied to the party in control of
a mine under this chapter, means the person, firn, or  body
corporate which 1s the 1immediate proprietor as owner or
lessee of the plant and, as such, 1s responsible for the
condition and management thereof,

(8) "shaft" means any wvertical opening through the
strata which 1is or may be used for the purpose of
ventilation or escape or for hoisting or lowering of men or
material in connection with the mining of coal.

{9} "Slope" and "drift" mean respectively an 1incline
or horizontal way, opeaing, or tunnel to a seam of coal to

be used for the same purposse as a shaft.”

SECTION 50. sSECTION 39-1-103, MCA, IS AMENDED TO READ:

“39-1-103. Powers of department. (1) In discharging
the duties imposed upon the department, the commissioner or

his authorized representatives may administer oaths, examine
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witnesses under oath, take depositions or cause same to be
taken, deputize any citizen 18 years of age cor older to
serve subpoenas upon witnesses, and issue subpoenas for the
attendance of witnesses befcre him in the same manner as for
attendance before district courts.

{2) The commissioner may likewise cause to be
inspected any mine, factory, workshop, smelter, miil,
warehouse, elevator, foundry, machine shop, or other
industrial establishment.

t33--Nething—-herein--contained--shati--tn--any--manner
confer—-upsn--the-commissioner-the-authority-to-ineerfere-in
nny-manner-withfthe—cendnct—of-the—matter:—under-the;eontrei
cf--the--werkersl--coempensation--division;--nor--shari---the
cemmisstener-—-be--charged--with-the-duty-of-enforcing-any-of
the-taws-of-the-state--pertaining--ta--the--affairs--of--the
workerst--compensation--divisisn--ar-with-the-enforcement-of
the-safety-provisiona-ef-the-Workers!-Eempensation-Act~

¢43(3) Wothing in this chapter applies to labor

violations preempted by federal law or regulation.”

SECTION 51. SECTION 39-71-207, MCA, IS AMENDED TO

READ:

*“39-71-207. Merit system. Employees of the divisieny
except-the-administratsr; department are included within the
joint merit system if such inclusion is required for the

receipt of federal funds by 29 CFR 1902.3{(h) or by any other
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federal law cor regqulation.”

SECTION 52. SECTION 33-1-102, MCA, IS AMENDED TO READ:

"33-1-1¢2. <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:

fa) domestic farm mutual insurers as identified 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

{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 deoces not apply to health maintenance
organizations to the extent that the existence and

operations of such organizations are authorized by chapter

31.
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{5} This code does not apply to workers' compensation
ingurance programs provided for in Title 39, chapter 71,
parts part 21 and-23, and related sections.

{6) This code does not apply tc the state employee
qroup 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
in 2-9-202.

{8) (a) This code does not apply to any arrangement,
plan, or interlocal agreement between political subdivisions
of this state whereby the political subdivisions undertake
to separately or jointly indemnify one another by way of a
pooling, joint retention, deductible, or self-insurance
plan.

{b) This ccode does not apply to any arrangement, plan,
or interlocal agreement between political subdivisions of
this state cor 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 53. secrioN  33-16-1005, MCA, 1S AMENDED TO

READ:

"33-16-1005. Membership in rating organization
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required -- exception -- filings with commissicner. (1)
Every insurer, except—the-diviston-of-workeral--compensation

including the state compensation mutual insurance fund,

writing workers' compensation insurance in this state shall
be a member of a workers' compensation rating organization.
No insurer may, at the same time, belong tec more than one
rating organization with respect to such insurance.

(2) A rating organization shall file with the
insurance commissioner every manual of <classifications and
rules and every rating plan and advisory manual rates,
including every modification of the foregoing. Every such
filing shall state the effective date thereof., Any insurer
writing pursuant to compensation plan No. 2 shall adhere to
the manual rules and classifications and rating plans of the
rating organization of which it is a member and may adopt by
reference, in whole or in part, the advisory manual rates
filed under this section. HNothing in this section, however,
requires adherence by any insurer to any rates established

or published by any rating organizat. on."

SECTION 54. sectioN 33-16-1011, MCA, IS AMENDED TO

READ:
"33-16-10¢11. Classification and rating committee -—-

membership -- term. (1) There is a classification and rating

committee.

{2) The committee is composed of five voting members,
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consisting of:

(a} three representatives of private insurance
carriers writing workers' compensation insurance in Montana.
The members must reside in Montana and shall be appointed by
the Montana commissioner of insurance.

(by one licensed independent insurance agent who
resides in Montana, appointed by the Montana commissioner of
insurance: angd

(c) one representative of the diviston--of--workerst

ecompensation state compensation mutual insurance fund who is

an employee of the diviston state fund and who shati-be is
appointed by the mdministrater--of--the--divisaten executive

director of the state Fund.

{3) Each member shall hold office for a period of 3
years. Any appointee who fills the vacancy of a member whose
term has not expired shall fill only the remaining term and
may be reappointed for a full term.

(4) Before appointments are to be made by the
commissioner of insurance under subsections (2)(a) and
(2)(b) above, established private organizations representing
insurance carriers and independent insurance agents may
submit names of individuals they recommend for appointments.
The commissioner of insurance shall give consideration to
such names submitted before appointments are made. However,

the commissioner of insurance is not required toc appoint any
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person from the names submitted.

{9) The committee shall be funded from the operations
budget of the rating organization. Committee members may, if
they reguest, be paid thejr actual and necessary travel

expenses.”

SECTION 55. sSecTiON 19-3-1007, MCA, IS BAMENDED TO

READ:

"19-3-1007. Allewance far duty-related disability. {1}
The annual amcunt of retirement allowance payable to a
member eligible for disability retirement for duty-related
reaseons and granted prior to July 1, 1977, is 50% of his
final compensation. However, the annual amount of retirement
allowance is 25% of final compensation for any period during
which the member has been awarded compensation--by--the
workers' compensation dtviaren, whether such compensation is
received in periodic payments or in a lump sum. The annual
amount of retirement allowance reverts to 50% of final
compensation at the end of such period.

{2) Any retired member receiving a retirement
allowance on July 1, 1977, who has previocusly been granted a
duty-related disability under provisicns in effect on June
30, 1977, will be subject to the provisions of this section

after July 1, 1977."

SECTION 56. SECTION 19-3-1002, MCA, IS AMENDED TO

READ:
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"19-3-1002. Eligibility for disability retirement. (1)
Except as provided in subsection (2) and 19-3-1004, a member
who is not eligible for service or early retirement but has
completed 5 years of creditable service and has become
disabled while in active service, as defined in 19-3-1001,
is eligible for disability retirement.

{2) A member age 60 or older who has completed 5 years
of creditable service and has had a duty-related accident
forcing him to terminate his employment but who has not
received or is ineligible to receive workers' compensation
benefits under Title 3%, chapter 71, for the duty-related
accident may conditionally waive his eligibility £for a
service retirement to be eligible for disability retirement.
The waiver 1s effective only upon approval by the board of
his application for disability retirement. The board shall
determine whether a ﬁember has become disabled under the
provisions of 19-3-1003. The board may request any
information on file with the workers‘-compensation-division

state compensation mutual insurance fund concerning the

duty-related accident. If no information is available, the
board may request and the division state fund shall provide

an investigative report on the disabling accident."

SECTION 57. SECTION 19-3-1202, MCA, IS AMENDED TO

READ;:

"19-3-1202. Amount of death benefit. The amount of
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death benefit is the sum of (1), {2}, and (3) as follows:

(l) the member's accumulated contributions;

{2} an amount equal to one-twelfth of the compensation
received by the member during the last 12 months of such
compensation multiplied by the smaller of six or the number
of years of his creditable service; provided, however, that
this portion of the death benefit is not payable if the
boarad receives a certification fFrom the workerad
compensatien--divisten--esf--pne-—-acare--of---Montanma state

compensation mutual insurance fund that it is paying

compensation because the member's death resulted from injury
or disease arising out of or in the course of employment;
and

{3) the accumulated interest on the amounts in
subsections (1) and (2) of this section to the first day of

the month in which the benefit is paid."

SECTION 58. secTioN 19-13-601, MCA, IS AMENDED TO

READ:

*19-13-601. Deduction remit -ed to Eiremen's
association -- member‘'s contributions. (1) Each employer
shall retain from the monthly compensation of each active
member a sum equal to 1% of his monthly compensation for his
services as a firefighter and shall remit this amount on a

monthly basis to the Montana state Eiremen's association for

the payment of premiums on a group life and accidental death
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and dismemberment insurance policy for members and to defray
expenses lincurred by the association when representing
members of the plan.

{2) The member's contribution to the retirement system
for each active member is 6% of his monthly compensation.

(3} 1IE a member receives compensation under the
provisions of the Workers' Compensation Act, Title 39,
chapter 71, the amount received must be included as part of
his monthly compensation for purposes of determining
contributions and service credits under the retirement
system. Contributions made under this section, 19-13-604,
and 19-13-60% must be based on the total compensation
received by the member Erom his employer and from ¢he
workers' compensation dtviaioen during the period of
disability.

(4) Each employer, pursuant to section 414{(h)(2) of
the federal Internal Revenue Code, as amended and applicable
on July 1, 1987, shall pick up and pay the contributions
which would be payable by the member under subsection (2)
for service rendered after June 30, 1987.

{5) The member's contributions picked up by the
employer must be designated for all purposes of the
retirement system as the member's contributions, except for
the determination of a tax wupon a distribution £from the

retirement system. These contributions must become part of
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the member's accumulated contributions but must be accounted
for separately from those previously accumulated.

(6) The member's contributions picked up by the
employer must be payable from the same source as is used to
pay compensation to the member and must be included in the
member's monthly compensation as defined in 19-13-104. The
employer shall deduct from the member's c¢ompensation an
amount equal to the amount of the member's contributions
picked up by the employer and remit the total of the

contributions to the board.”

NEW SECTION, Section 59. Repealer. Sections
2-15-1702, 39-71-2301, 39-71-2302, 39-71-2304 through

39-71-2306, and 39-71-2124, MCA, are repealed.

NEW SECTION. Section 60. 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 BY. codification instruction.
{1) [Sections 1, 2, and 4 through %2 11, 44, AND 45} are
intended to be codified as an integral part of Title 39,
chapter 71, part 23, and the provisions of Title 39, chapter
71, part 23, apply to [sections 1, 2, and 4 through 12 11,
44, AND 45].

(2} ([Section 3] is intended to be codified as an

integral part of Title 2, chapter 15, part 10, and the
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provisions of Title 2, chapter 15, part 10, apply to
[section 31].

(3) [Section 13 12} is intended to be cedified as an
integral part of Title 39, chapter 71, and the provisions of
Title 39, chapter 71, apply to [section 13 127].

NEW SECTION., Section B2. Reorganization procedure.
(1) The provisions of sections 2-15-13% 2-15-132 through
2-15-137 govern the creation of the state compensation
mutual insurance fund and the transfer of the various
functions contained in [this act] from the state workeral
compensation INSURANCE fund to the state compensation mutual

insurance fund.

(2) IT 1S TNTENDED THAT CURRENT EMPLOYEES OF THE

DIVISION OF WORKERS' COMPENSATION WHOSE FUNCTIONS ARE

TRANSFERRED TO THE STATE COMPENSATION MUTUAL INSURANCE FUND

SHALL RETAIN EMPLOYMENT RIGHTS CONSISTENT WITH THEIR

POSITIONS AT THE TIME OF TRANSFER,

NEW SeECTION. Section 63. Implementation. (1} The
governor shall by executive order implement the provisions
of [(this act].

{2) The governor may by executive order assign to the
state compensation muktual insurance fund, in a manner
consistent with [this act], functions allocated to the
workers' compensation state fund provided for in Title 39,

chapter 71, part 23, by the 5ist legislature and not
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transferred by [this act].

NEW SEcTION. SECTION 64. NaME  CHANGE - CODE
COMMISSIONER TINSTRUCTION. (1) IN THE PROVISIONS OF THE

MONTANA CODE ANNOTATED, THE TERMS "DIVISION OF WORKERS®

COMPENSATION", "DIVISION", AND "WORKERS' COMPENSATION

DIVISION™, MEANING THE DIVISION QF WORKERS' COMPENSATION,

ARE CHANGED TO “DEPARTMENT OF LABOR AND INDUSTRY" OR

"DEFPARTMENT", MEANING THE "DEPARTMENT or LABOR AND

INDUSTRY" .

(2) THE CODE COMMISSIONER SHALL DESIGNATE, IN A MANNER

CONSISTENT WITH [THIS ACT), WORKERS' COMPENSATION INSURANCE

REGULATORY FUNCTIONS ALLOCATED TO THE DIVISION OF WORKERS'

COMPENSATION BY THE 51ST LEGISLATURE TO THE DEPARTMENT QF

LABOR AND INDUSTRY THAT ARE NOT SO DESIGNATED BY [THIS ACT].

{3) _WHEREVER [T APPEARS IN  39-71-205, _ 39-71-222

THRQUGH 35-71-224, 39-71-613, 39-71-902, 39-71-904,

39-71-91Q0, OR IN LAW ENACTED BY THE 518T LEGISLATURE, THE

CODE  COMMISSIONER 15 DIRECTED TO CHANGE THE TERM

"ADMINISTRATOR" OR "HIS" TO "DEPARTMENT", MEANING THE

DEPARTMENT OF LABOR AND INDUSTRY.

NEW SECTION. Section 6b. Effective dates.

[Sections 3, 7, 50 547--55 39, 60 THROUGH 64, and this

section] are effective on passage and approval.
(2) {[Sections 1, 2, 4 through 6, and 8 through 38, AND

effective upon signing of the
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1 executive order under [section 58 55 63] or on October—-%7
2 1989 JANUARY 1, 1990, whichewver occurs earlier.
—-End-
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