
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 

FEBRUARY 15, 1989 

FEBRUARY 17, 1989 

FEBRUARY 20, 1989 

FEBRUARY 21, 1989 

FEBRUARY 21, 1989 

FEBRUARY 28, 1989 

MARCH 22, 1989 

MARCH 28, 1989 

MARCH 29, 1989 

BY REQUEST OF THE GOVERNOR 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

T&IRD READING, PASSED. 
AYES, 46; NOES, 4. 

TRANSMIT1~D TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON LABOR & EMPLOYMENT RELATIONS. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN AS 
AMENDED. 

THIRD READING, CONCURRED IN. 
AYES, 85; NOES, 11. 



APRIL 4, 1989 

APRIL 6, 1989 

RETURNED TO SENATE WITH AMENDMENTS. 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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AcT EN':6fTLED: "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, 

39-71-910, 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, AND 39-72-310, MCA; 

REPEALING SECTIONS 39-71-2301, 39-71-2302' 39-71-2304 

THROUGH 39-21-2306, AND 39-71-2324, MCA; AND PROVIDING 

EFFECTIVE DATES." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 8] grants rulr-making authority to the newly created 

~ ... , ... ,.,,.. cou""' 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2~ 

LC 0296/01 

state fund to adopt or repeal rules or amend existing rules 

to 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 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 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 fund adopt 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. 

To fu[ther ensure the solvency of the state fund, it is not 

tt1e workers' compensation insurer of last resort, as the 

state fund presently is. The new state fund would not be 

bound to insure all employers who apply to it for workets' 

compensation coverage, except for stale agencies. It could 

refuse to insure an employer it considered a poor risk. 

-2- INTRODUCED BILL 

s i?tta€ 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2~ 

LC 0296/0l 

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. 

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

NEW g_s:!'ION. 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 

employer in this state requesting coverage, and it may 

refuse coverage for an employer, e cept a state agency, that 

the state tund determines to be a bad risk. The state fund 

must be neither more nor less than self-supporting. Premium 

rates musl b~ set at a level sufficient to fund the 

insurance program, including the costs of administration, 

ben~·fils, and adequate reserves. For the purpose of keeping 
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the state fund solvent, it must implemt•nt safety programs to 

rewdrd an employer with a good safety record and penalize an 

employer with a poor safety record. 

NEW SECTION. Section 2. Definitions. Unless 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 I. 

( 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 mutual 

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. (l) There is a 

board of directors of the state compensation mutual 

insurance fund. 

(2) The bodrd is allocated to the department for 

administrative purposes only as prescribed in 2-15-121. 

However, the board may employ its own staff. 

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

the office space o[ 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 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 1nsurance 

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 

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 4-year terms. A member 

shall hold office until a successor is appointed and 

qualified. 

(7) The board is designated as a quasi-judicial board 

for the purposes of 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 componsation mutual 

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

independent public corporation established for the purpose 

-5-

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0296/01 

of allowing an option for employt•Ls tu insure their 

liability for workers' compensation dltll 0ccupdti011al disease 

coverage under this chapter. The state fund exists as a 

domestic mutual insurer as defined in JJ-J-102. 

NEW SE<:_TI~ Section 5. Management of state fund --

powers and duties of the board. 11) The management and 

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

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

and jurisdiction over the state fund. The board may perform 

all dcts necessary or convenient in the exercise of any 

power, authority, or 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 private 

mutual insurance carrier, in order to fulfill the objectives 

and intent of [sections l, 2, and 4 through 12]. 

NEW SECTION. Section 6. Personal liability excluded. 

The members of the board, the execut1ve director, and 

employ~~s of the state fund are not liable personally, 

either jointly or severally, for any debt or obligation 

created or incurred by the sldte fund. 

~[CCT1()N_._ Section 7. Appointment of executive 

an director --management staff. The board shall appoint 

executive director of the ~ldte 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 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, 

the state fund may: 

(l) lnsure any employer for workers' compensation and 

occupational disease liability as the coverage is required 

by the laws of this state and, in connection with the 

coverage, provide employers' liability insurance. The state 

fund may charge a minimum yedrly premium to cover its 

administrative costs for coverage of a small employer. 

(2) sue and be sued; 

(3) adopt, amend, and repeal rules relating to tht:> 

conduct of its businessi 

(4) e11t.er 

adtninistration 

l!ltO 

of 

cont racls 

the state 

mdll.tgem~tll, setvici11g, and payment; 

relating to thP 

fund, including claim:; 

( 5) colll't:l and disburse money received; 

{6) adopt classifications and chdrge premiums for thP 

l~·LI;~;ificatil)th •:;1.1 that the state fund will bt:• neither m'11" 

-7-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2'> 

LC 0296/01 

nor less than self-supporting. The state fund must belong 

to the national 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 stat~ fund; 

{8) hire personneli 

(9) declare dividends if there is an excess of assets 

over liabilities. However, dividends may not be paid until 

the unfunded liab1lity of the state fund is eliminated. 

(10) perform all functions and exercise all po""ers of a 

domestic mutual insurer that are necessary, appropriate, or 

convenient for the administration of the state fund. 

NE~ SECTlO~ 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 for the operations and obligations of 

the state fund. The money collected by the state fund may 

not be used for any olher purpose. HotNever, state fund money 

must be invested by the board of investments provided for in 

2-15-1808. 

NEW SEC'f!ON. Section 10. State fund a mutudl 
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insurance carrier. (l) The state fund is a domestic mutudl 

insurer controlled by th~ laws relating to the regulatlon 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 stdte 

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 is 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 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 

of the previously existing state fund. 

~~WSEC'l'ltlN. Section 12. Unfunded liability. ( 1) It 

is recognized .1t the date of creation of the state fund that 

there exists dtl unfunded liabiliLy that is being assumed by 

the newly created state ftlnd for the prior state 

compensation insurance fund's liahility for industrial 
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injuries and occupational diseases thdt occurred prior to 

July 1, 1987. To assist the state fu1\1l in allPviating the 

unfunded liability, the premium taxe~ collected by the state 

from the following sources must be trdtlsferreJ to the newly 

created state Eund: 

{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. 1: and 

{C) private insurance carriers writing workers' 

compensation insurance under compensation plan No. 2. 

{2) The premium taxes must be transf~rred 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. 

NEW SECTION. Section 13. Assigned risk plan. (1) The 

commissioner of insurance shall promulgate and administer a 

plan o equitably apportion among 

No. 3, and private insurers, plan 

the state fund, 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 statP fund shall 

subscribe to and participate in ttw .~~;~igned risk plan. 

(3) If an insurer refuses , I) accept its equitable 

-10-
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apportionment under the assigned risk plan, the commissioner 

of insurance may 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 o£ 

wor~er~~-eompensatio~ prior to July 1 of each year. 

(2) 1'Beneficiary" means: 

(a) a surviving spouse living with or legolly entitled 

to be supported by the deceased at thP time of injury; 

(b) an unmarried child under the .:1ge of 18 years; 

(c) an unmarried child under the dge of 2) year~ who 

is a full-time student in an d{.~n~dited ::ochool or i~ 

enrolled in an accredited apprenticeship prugrdm; 

(d) an invalid child over the dg~ of 18 YPrlrs who is 

dependent upon the decedent for ~;upport <lt the time of 

111 jury; 

-11-

1 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0296/01 

(e) a parent who is dependent upon the decedent for 

support at the timt• 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 s1ster 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 beneficiary, 

as defined in subsections (2)(a) through (2)(e) of this 

section, exists). 

( 3) "Casual employment" means employme1~l nol in the 

usual course of trade, business, profession, or occupdtion 

of the employer. 

(4) 1'Child'' includes a posthumous child, a dependent 

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

(5) "Days 11 

specified. 

means calendar days, unless otherwise 

( 6) "Department" means the department of labor and 

industry. 

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

compensation !.~-~urance compliance of the department of labor 

and industry provided for in 2-15-1702. 

(8} 1'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. l, an insurance company transacting business under 

compensation 

fund under 

plan No. 

compensdtion 

2, the state eemp@~sstien-instl~anee 

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) "Payroll", ••annual payroll", or "annual payroll 

for the preceding year 1
• 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 all 

estimate may be made by the division for any employer 

starting in business where no average payrolls a1<"· 

available, such estimate to be adjusted by addition.tl 

payment by the employer or refund by the division, as tl1•· 

case may actually be, on December 31 of such current ye.1r. 

(14) "Perman•·nt partial disability" means a condition, 
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after a worker has reached maximum healing, in which a 

worker: 

(a) has a medically determined physical restri( t ion as 

a result of an injury as defined in 39-71-119; and 

(b) is able to return to work in the worker's Job pool 

pursuant to one of the options set forth in 39-7l-Illl2 but 

or both. suffers impairment or partial wage loss, 

(15) "Permanent total disability'' 

resulting from injury as defined in this 

means a condition 

chapter, after a 

worker reaches maximum hedling, in which a worker is unahle 

to return to work in the worker's job pool after 

all options set forth in 39-71-1012. 

exhausting 

(16) The term ''physician'' includes "surgL-on" and in 

either case means one authorized by law to practice his 

profession in this state. 

(17) The 1'planl of the employer'' includes the place of 

business of a third person while the employer has c~c:cess to 

or control over such place of businl'!ss for the purpose of 

carrying on his usual trade, busines.3, or occupall'lll. 

( 18) "Public corpordtion" means the statf' 11r any 

county, municipal corporation, school district, '1 L'f, c1ty 

under commission form of governmer1t or specidl 

town, or village. 

·harter, 

{19) "Reasonably safe place to work" ffif'dll" Lhat the 

place of employment ha~. been ma.de as free from li<Jil'l(-"c 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 reaches maximum healing. 

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

year." 

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

read: 

•39-71-201~ Administ~ation fund. { 1) A workers' 

compensation administration fund is established out of which 

all costs of administering the Workers 1 Compensation and 

Occupational Disease Acts and the various occupational 

safety acts the division must rldminister are to be paid upon 

lawful appropriation. The following money~ !!!~ney collected 

by the division snet± !!!_U_sl he depu~ited in the state 

treasury to the credit ul the workers t compensation 

d.dministrative fund and ~h.•HI must be used 

administrative expenses of th,• dlvision: 

for the 

{a) all tt~es and pt.'ll.ai1J£•c,; providPd in 39-71-205 and 

1 '> 

1 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0296/01 

39-71-304; 

(b) all fees paid for inspection of boilers and 

issuance of licenses to operating engineers as required by 

law; 

(c) all fees paid from an assessment on each plan No. 

l employer, plan No. 2 insurer, and plan No. J, the state 

tnstlf'ttnee fund. The assessments ~narY must be levied 

against the preceding calendar year's gross annual payroll 

of the plan No. l 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 

~na±± ~ be less than $200. The assessments ~h~lt ~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 plansL using proper accounting and cost 

allocation procedures. Plan No. 3 shell must be assessed an 

amount sufficient tcJ fLJnd its direct costs and an equitable 

portio11 of the indirt•t:t costs as referred to above. Other 

sources of revenue, including unexpended funds from the 

preceding fiscal year, ~httli must be used to reduce the 

costs before levying the assessments. 

(2) The administ.ration fund shell must be debited with 
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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 from the administration money ~hall 

must be made after being approved by the division upon claim 

therefor .'1 

Section 16. section 39-71-203, MCP., is amended to 

read: 

"39-71-203. Powers of division -- rules ---~taffing. 

(l) The division is hereby vested with full power, 

authority, and jurisdiction to do and perform any and all 

things,--wh~ther--~e~~±~~-~pee±~iea±±y--ee~i~nated---or---±n 

addition--thereto, 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 llf this chapter. 

t3t--~h~-divi~ion-~ha±}-emp~ey-~~rf±etent-per~nnnet--to 

ailow--±t--~~ -meet-the-e%e±ms-proee~~in9-geal~-ean~ntned-±n 

39-:Y.i-69"'-;--l.f'hj!> --d±v-tsi:el"l-~ha.l:l:--i:mpl:ement--~taf f ing- f"n t tern.~ 

~ha~-are-~urrnrted-by-±nd±eato~~-of-work!ea.d-;---~he-~r~n-£±l:e 
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i~ the -work~oad--±ne±eetor--Eor-eia±m~-proee~~in~~-and-the 

n~mb~r of-~~en-eiaim~-per~eiai:m~-exemtner-may--not--be--t~~~ 

than--3ee.--~he--el:aim~--~tlpport--~trtff;-±ne~ud±n~-the-f~~e, 

medieai-pay~-·and-new-eidim~-~nit~7-may-not-e~e~ed--~wo--P~H~ 

p~r--e±atm~--e~~m~ner.--~h~--edmtni~~r~t~~e-and-tlnderw~iting 

~~af£±~9-mtl~t-be-06~ed--on--the--nnmber--oE--p~emitlm--pay~n~ 

!'0-l ±eyho-lder~~- -and-· -may-- not--e xeeed-- I, 4-- PIFE~-- per--i 7 999 

po-li-eyho-lderso 

t4t--~Me-d±~±~ton-adm±n±~trator-~hatT-sttbm±t-a--revi~ed 

operat±on--pian-to-the-bttd~et-off~~e-for-re~±ew-and-appro•a± 

an.d-to-the-~e9i-~Tati-~e-E±nenee-eomm±ttee-£or-re•±ew-whe~ever 

±nerea~e~-or-deerea~e~-o£-~taff-a~e-neee~~ary--to--imp-lement 

the-provi~±on~-of-stlb~eet±on-t3t• 

tSt--Ptlnd~-from-the-~tate-~pee~e-1-reventte-fnnd-sha:rt-be 

tt~ed-to-tmp-lement-~tlbseet±on-t3tT'' 

Section 17. Section 39-71-206, MCP., is amended to 

read: 

"39-71-206. Legal advisers adviser of division and 

state fund. t-lt The attorney general ~hBll-be ~~ the legal 

adviser of the division and the state fund and shall -------

represent it either entit_y Hl all proceedings whetH!'tl'er-~e i..f 

requested by the division or ~~te_fu~~ any-member-thereof. 

t~t--The-di~i~ien-may7 -in-th~-inve~t~gation-and-defen~e 

o£-ea~es-a"der-plan-No-;--3-of-the Wnrker~~-€omp~n~ation--Aet 7 

employ--~~eh--other--ett~rney--er -l~get od~iser-a~-it-deem~ 
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necessary-and--p8y--for--~he--same--ottt--o£--the--indttstrt~l 

ins~ranee-aeeett~~-±n-~he-expendabte-trtt~t-~ttnd~" 

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

read: 

"39-71-306. Plan-one-employers-and-plan--two--in~ttr~r~ 

Insurers to file duplicate receipts paid for injuries and 

statements of medical expenditures. Every employer--eomin9 

ttnder--the--provisions~-e£-eompensation-plan-Noo-1-and-e~e~y 

insttrer-eoming-tlnder-the-previ~ions-of-eompensation-p~an-Noo 

~ 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 d~pendents; and 

12) statements showing the amounts expended during the 

previous month for medical, surgical, and hospital servic~s 

for injured worker~ and for the burial of deceased workers." 

St>ction 19. Section 39-71-307, MCA, 1 ~ amended to 

read: 

"39--71--30'/.. Employees and insurers to 1 i le reports of 

accidents. ( 1) Every employer ef.-l-ebt'H" and t•v,•ry insurer is 

~ereby required to file with the divist.tn, under stu::h 

~i~ision rules a~-~he-dtvi:si:on--m~y-from-·t~l'PI~ t-c -ti:me-me:k:e, a 

full and complete report of every accident 1.1 an employee 

~r1sing out of or in tht3 cours~ of l\lr• employment and 
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resulting in loss of life or injury to ~tl~h--pe~3on the 

employee. Sttch The reports shai~ ~ b~~;:• furnished to the 

division in ~tteh the form and stt~h detail as the division 

shoii--Et"om- ~ime-to-tim~-pre~ertb~ presc_r __ g)e~ and ~t'u~ll-m.alte 

mus~~9.~ specific answers to all questions required by 

the division under its rules~;-exeept;-t~-ea~e~he Howev~ 

if an emplox~~ is unable to answer any-~~ueh--qtte~t~o~s,-~a 

qood-and-s~ff.~e±e~t-~~ason~~ha~~-be-g±~~n~for-soe~-retlore ~ 

~_§_tion, _!':le shall state the reason he is unab~~ to an~. 

(2) Every insot"enee---eom.pany insur~!_ transdcting 

business under this chapter shall, at the time and in the 

manner prescribed by the division, make and file with the 

division soeh the reports of accidents as the divi5ion me:y 

t"et1tl1:: re requ_l~." 

Section 20. Section 39-71·308, MCA, is amended to 

read: 

•39-71-308. Neglect or refusal of public corporation 

to file payroll reports -- arbitrary assessment by division. 

Whene~er-any !J~ public corporation insured by the state 

comp~n~Rtton--±n3ttranee fund neglects or refuses to file 

prescribed payroll reports of its employees, the division 

may levy an arbitrary assessment upon soeh th~ public 

corporation in an amount of $75 for each ~tteh assessment~, 

whi~h--es~e~5Ments-shaii The_assess~~~~_must be collected in 

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

Section 21. section 39-71-403, MCI\, is amended to 

read: 

"39-71-403. Plan three exclusive for state agencies 

election of plan by other public corporations. (1) W~e~e If 

a state agency is the employer, the terms, conditions, and 

provisions of compensation plan No. 3.!-_state fun4.L ~hall--be 

are exclusive, compulsory, and obligatory upon both employer 

and employee. Any sums necessary to be paid under the 

prov1s1ons of this chapter by any state agency ~hall-be are 

considered to be ordinary and necessary expense of the 

agency, and the agency shall make appropriation of and pay 

~tleh th~ sums inlo the state e6mpen~atio~-instl~anee 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, lnsurer; or plan No. 3, state in~~~enee fund; 

separately or jointly with any other public corporation, 

other than a state agency. A public corporation electing 

compensation plan No. 1 may purchase rPinsurance. A public 

corporation electing compensation plan No. 1 is subject to 
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electing 

{31 A public corporation, other thar1 a state agency, 

that elects plan No. 1 may establish a funrt sufficient to 

pay the comp~ilSdtion and benefits provided for in this 

chdpter and chapter 7~ ~nd to discharge all liabilities that 

reasonably incur during thd 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 reqtiired for the 

efficient administration of the fund. 

(4} All money in the fund established under subsection 

( 1) 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 credited to the 

fund." 

Section 22. Section 39-71-421, MCI\, is amended to 

read: 

"39-71-421. Financial incentives to institute safety 

programs. The--~tate--e~mpen~B~ien-inert~ane~-fctn~,-~±en-No7 

-3,-and-pr:i:"ate ~!__0ate insurers, plan No. 2, m-ay provide 

financidl incentives to an employer who implements d formal 

safety progrc1m. ~ne--in:!5tl!'anee-- eM rrie-r ~~ _ in~_u_E_~_ may 

provirle to an employer a premium di~,cnunL that reflects the 

degree of risk diminished by tht· implemented safety 
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program." 

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

read: 

"39-71-604. Application for compensation. (1) Where !f 

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 

physician to lend all 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 phy~ician does not constitute 

a claim for compensation. 

(2) Whe~e !f death results from an injury, the parties 

entitled to compensation or someone in their behalf shall 

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 entitlPd to compensation, 

certificate of the attending physician, if any, an~ such 

other proof as may be required by lhe divlsion. 

t3t--The-goe~-o£··t~e-divis±on-is-te-proce~s-aii--eietm~ 

fnf'- -eompen~ttt ±o-n-wi th±n-14 -day,:,-fl~ter- i-n t t ie:i-eeeept81nee of 

liftbil~ty-£or-a-elaim~·· 

Section 24. S<>ction 39-71-704, MC!I, is amend('d to 
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read: 

•]9-71-704. Payment of medical, hospital, and ~elated 

services -- fee schedules and hospital rates. (1) In 

addition to the compensation provided by this chapter and as 

an additional benefit separate and apart from compensation, 

the following ~~ali must be furnished: 

(a) 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, reasonable 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 rep~1r 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, 

chiropractic, and paramedical services provided for in this 

chapter, excluding hospital services, 3ka~~ must be 

estdbl1st1ed annually by the workers' compensation division 

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 param~dical services, 

with unit values 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 yP.lr preceding the adoption of the 

schedule. The division Shdll adopt rules establishing 

relative unit 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 ~hatt 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 coord:nate 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. Notwithstanding 

subsection (3), the hospital rates payable by insurers must 

be limited to those set in January 1988, until December 31, 

1989. 11 

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

read: 

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

(1) "Voc~tiunally handicappPrl'1 means a person who has 

a medically certi..fiable permanent impai..rment which is a 

substantial obstacle to obtaining employmerlt or to obtaining 

reemployment if the employee should become unemployed, 

considering such factors as the perso11's age, education, 

training, experience, and employment rejection. 

(2) ''Certificate" means documentation issued by the 

d1vision o~-werkers~-eompert~at~~n to an individual who is 

vocationally handicapped. 

read: 

( 3) "Funct•• 

Section 26. 

means the subsequent injury fund." 

Section 39-71-908, MCA, is amended to 

"39-71-908. Notification of fund of its potential 

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 empTeyer 7 -eerr~er;-or-tn~-indttstrial 

~n~tlranee-£und 7 -e~-tne-ease-may-be; ins~ shall notify the 

fund whether it is likely that comper1~ation may be payable 

beyond a period of J.04 weeks after the date of the injury. 

The fund thereAfter may review, at reasonable times, such 

informatio11 as the empioyer 7 ---ea~rier;---o~---indtl~triat 

~n~nrane~--ftlnd insurer has regarciing the accident and the 

nature and extent of the injury dr11J disa~ility.'' 

Section 27. Section 39--7l-- 1JlU, MCA, is amended to 
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read: 

"39-71-910. Procedure for resolving disputes as to 

liability under part. (l) 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 liability therefor, the division shall hold a hearing 

and resolve all disputes. On motion made in writing by the 

emp%oyer7-earr±er;-or-±ftdtl9trtel-instlrance-t~nd 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 ~mpl~y~r insurer and --·--· the date of the 

alleged injury or disability. The fund named as a defendant 

sh8ll-ha~e has 10 days after the date of notification to 

file objections to being named as a party defendant. On the 

18 date of the hearing at which the liability of the parties is 

19 determined, the ht"aring examiner first shall hear arguments 

20 and take evidence concerning the joinder as party defendd.nt. 

21 If tha fund has tiled timely objection and if argument. dnd 

22 evidence warrant, the hearing examiner shrlll grant a moticJn 

23 to dismi~s. 

24 (3) At the time of the hearing, th~ employet' i__n_surer 

2'> .wd fund mny appt"·.it', cross-examine witnesse~;, give evidt>n{·t·, 

-27-

1 

2 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

LC 0296/01 

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 liability 

of the ~mp~~ye~ insurer and the fund.'' 

Section 28. Sect ion 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 ~mp±oyer 1 -ea~rier 7 -o~-~~dtlstri8l-±nsarane~ 

ftlnd l:._n~l:IE~_!_ to make payments on behalf of the fund does not 

impose an independent liability on the employerr-eerr~@~,-or 

~"dtt~tria%-in~~~anee-ftt"d insurer." 

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

read: 

"39-71-913. Payments by fund directly to persons 

18 entitled. If the empioyer,--esrrier7--or--~he--indtt~trial 

19 

20 

21 

22 

23 

24 

±nsuranee--fttMd ~?~~~ does not make the payments on behalf 

of the fnnrl, thr> fund may make the payments directly to the 

persons entitled to the payments." 

Se.;tion 30. Section 39-71-2303, MCA, is amended to 

read: 

"39-71-2303. Manner of electing -- contract or policy 

2~ ot insurance -- payment of premium. The cl±vt~h~l"' ~~ate fl:!~-~ 
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shall prescribe the procedure by which employe~~ an ernel~~£ 

may elect to be bound by compensation plan No. 3, the 

effective time of !!ltleh the election, and the manner in which 

~1:1eh the election is terminated for reasons other than 

default in payment of premiums. Every employer electing to 

be bound by compensation plan No. 3 !!~hail must receive from 

the di-¥-t~±on sta~e fund a contract or policy. of insurance in 

a form approved by the division. The premium ~hereon--~hell 

must be paid by the employer to the dt~t~ion ~tate fund at 

such times as the d~Y±sion--~ha~t--pre~eribe state fund 

prescribes and ~halt ~be paid over by the dtvt~ion state 

f~nd to the state treasurer to the credit of the indtt~trial 

instlranee-ex:pendee~e-trtHst state mutua~ insuranc~ fund." 

Section 31. Sect ion 39-71-2307, MCA, is amended to 

read: 

"39-71-2307. Cancellation of coverage under plan for 

default -- thi~ty days• notice required. The division--+~ 

hereey-etlthorized-in-it~-diseretion-to state fund may cancel 

an employer's right to operate under plan No. 3 of the 

Workers' Compensation Act for failure to pdy the premiums 

due. When the di:v.r~i~n-mak:e~-an-ord.r--r.-eaneet:i:ng ~_tate fund 

cancels an employer's right Ear fdilure to pay premiums, tne 

d±vi-sion it shall notify the employt•r of its intent to 

cancel the employer at least 30 day~ before the cancellation 

becomes effective. After the cancellat lon dnte, the employer 
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~h8rl--ha~e has the same status as an employer who is not 

enrolled under the Workers' Compensdtion Act.'' 

Section 32. Section 39-71-23<!8, MCA, i::; amended to 

read: 

"39-71-2308. Collection in c~se of default. {1} If any 

an employer under plan No. 3 ~ha±r-defetll-t .9_efaults in any 

payment to the di:vi:!lion state _fund, the sta~e __ fund may 

col~e~the sum due mey-ee-eelleeted-by-an-aeti-o~-Bt-law in 

a civil act1on in the name of the state~r-8n~-stleh-ri9ht--of 

ae~ion-~hB!:t-be The right of action___i~ cumulative. 

(2) When !! an employer's right to opera(e has been 

canceled by the divi~ion state_~nd for failure to pay 

premiums and when-the-divi~±on-tR-i:t~-dt~eretten ~~~_st~te 

fund finds that the property and assets of the employer are 

not sufficient to pay the premiums, the divf~ien state_fund 

may compromise the claim for premiums and accepl a payment 

of an amount 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, intere~l earned upon money 

belonging to the~ fund, and securities acquired by or 

through use of money ~httii must be deposited 

indtl~tria~-~n~tlranee-~xpendabt:e-trtl~t state fund.'' 
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Section 34. Section 39-71-2322, MCA, is amended to 

read: 

"39-71-2322. Money in indtt~t~ial-±n~uranee state fund 

held in trust -- disposition of funds upon repeal of 

chapter. The moneys money comu1g into the indtt~tf'ial 

~nsrtranee--expendabie-trust state fund sh8~~ must be held in 

trust for the purpose for which ~tteh-moneys-were the ~ney 

was collected~,--and--ir-this-ekapter-shail-be-hereafte~ If 

thi§ chapter is repealed, !ltteh-rnoneys-shali-be the mo~ _!_s 

subject to stteh the disposition as-may-be provided by the 

legislature repealing this chapter. In derattit-of--sueh the 

absence of a legislative provision, distribution there~f 

shetl:i !!!-~~~ be in accordance with the justice of the matter, 

due regard being had to obligations of compensation incurred 

and existing." 

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

I:"ead: 

"39~71-2323. Surplus in ±ftdtl~trial-----~n~ttranee 

~xpendHble--tru~t state fund payment of dividends4 If at 

the end of dny fiscal yedr there exists in the ±ndtlstriHl 

in~ttrenee--expendable--tr~~t !la~e fund an excess of assets 

over liabiliti~s and a reas011able surplus, such liabilities 

to include necessary rt•!;,'aves, which excess may be dividE'd 

safely, then the d+v±si~n ~td~e ~~n~ may declare a dividend 

in ~ttt'"t-1 thp man.ner as lht:> rulPs of the divi-sion-mtty state 
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f~-~ prescribe to those employers who have paid premiums 

into the ±ndttst~±al-±nstlranee-expendable-tr~~~ state fund in 

excess of liabilities chargeable to them in the fund for 

that year. In determining the amount or proportion of the 

balance to which the employer is entitled as dividends, the 

a~vi~i~n 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 d:i:v±~ion state _!~f!..<! shall keep an a ...... curate 

account of all 3neh the segregations of the ~ndttstr~a% 

insttranee--expendbb~e-trn~t st~-t~ 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 37. Section 39-71-2 327, MCA, is amended to 

redd: 

"39-71-2327. Earnings of tndtl~tri-81----±n~nrsnee 

expendab~e-trnst ~~ fund to be credited to fund 

improper use a felony. All earnings made by the indn~tri-al 

insnrenee-expendeble-trn~t stat~ fund by reason of interest 

paid for the deposit thereof or otherwise ~nali must be 
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credited to and become a part of the fundw and the making of 

profit, either directly or indirectly, by any person out of 

the use of the fund shHil-eonstit~te l~ a felony~ end-o~ 

~on~±ction-thereof-~~aii--~~~jeet--the--per~o~--ma~in9--sneh 

pro£it--to-imp~i~onment-in-the-state-penitentiary-for-a-term 

not-exeeed±ng-~-years-or-a-f~ne-not-e~eeeding-$57999-or-both 

~ueh-£ine-and-impr±~onmen~. A person_convicted of an offense 

under this section is punishable by imprisonment in the 

state prison __ for a term not to exceed 2 year~--~-r-~_Jine .of 

not _!:fl_O~!:_!"l_?_!l_j2! 000, or both." 

Section 38. Sect ion 39-72-201, MCA, is amended to 

read: 

•39-72-201. Administration of chapter. This chapter 

~ha~±--be is administered by the division of--worker~~ 

eompen~e~t:1:en." 

Section 39. 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 t~~t±e-39,--ehB~pte~--~±T--pe~rt 

r±J, every insurer writ~ng-work~r~L-eeMpen~Htton-eevera9e 

under comp01\Sation plan No. 2 t~itle-39 7 --eh6pter--?l,--part 

~2t, and the state eompen~atien--~n~t:3:rane~ fund under 

compensdtinn plan No. 3 t'f±t±e-39,-ehBpte1"'-:tl 7 -p~rt:·-2:3t, all 

provided lt_lr under the Workers' Compensation Act, are 
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consider~d to also provide full coverag~ fo~ cldims under 

t_his chapter. Any policy of insura11c~ for workers' 

C<lmpellSation coverage under the Worker~~ Compet1sation Act 

written by a private 1nsura11Ce carr1er or the state 

eompen~e~tion--in~nranee fund is consid~red 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, chapter 

71, parts 21, 22, and 23, to the administration of The 

Occupational Disease Act of Montana in the same mdnner as 

they are applied to the administration of the workers' 

Compensation Act. 

{3) Under compensation plan No. 3, any premlums and 

other receipts held by the di'lo"t~-i:e~n state fund for 

occupational disease insurance coverage ~hai~ must be 

transferred ~nd-beeome··pdrt-of to the workers' compensation 

industrial insurance accouJlt, and payments for occupational 

disease claims by the state fund ~ha~l mtiS~ 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 official~; 
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(2) county assessors and their chief deputy; 

(3) officers and employees 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 mernUers 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 autho~ity of the state board of public education; 

(101 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 po~itions under the bodrd 

of oil and gas conservation; and 

(13) assista11l director for security of the Morttana 

stat~ lottery~n~ 

( 14) ex_~<::_~~-~ve_ ~!rector !!_f!d empl~_)_y~_es_ of the statt> 
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compensation mutual insurance 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 who identifies or holds 

himself out to be an insurance consultant without having 

been lic@nsed as an insurance consultant under this part or 

any person who uses any other designation or title which is 

likely to ~islead the public and holds himself out in any 

manner as having particular insurance qualifications other 

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 shaJI 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 
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their professional capacity; 

(b) an actuary or a certified public acc1.Juntdnt whd 

provides information, recommPndations, advice, or servicp:; 

in his professional capacity it neither he nor his employer 

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 

(C) a duly licensed casualty insurance 

accepts a fee from an insured for placement 

agent 

through 

who 

the 

stdte compensation mutual insurance fund as provided in 

33-18-212 .•• 

Section 42. Section 33-18-212, MCA, is amended to 

read: 

"33-18-212. Illegal dealing in premiums -- improper 

charges for insurance. (1) No ~ person ~hBii may not 

willfully collect any sum 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 ~ person !!he:r:r ~()t 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 J.l'1·ordance with the 
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applicable classifications and rate~; as filed with and 

approved by the commissioner: "' in CdS€5 where 

classifications, pren11um~, or rates dre not required by this 

code to be so filed and J.pprvved, such prt•rniums and charges 

::thal:!- ~~ not be in excess uf or less t_han those specified 

in the policy and as fixed by the insurer. This provision 

~ha±l: ~~ 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 

~ha±± ~~y not be deemed cons~d~ed to prohibit the charging 

and collection, by a life insurer, of amounts actually to be 

expended for medical exam1nation 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 l/2% of the annual premium, for placement through the 

state compensation ~lual insurance fund by a duly licensed 

casualty insurance agent. This placeffient fee 15 not a 

premium as defined in 33-15-102. 

(3} Each violatiOn of this section ~hall--be lS 

punishable under 33-l 104." 

Section 43. Sect 1on 2-15-1702, MCA, 15 amended to 

read: 

"2-15-1702. Divinion of wrorkers • compensation 
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insurance __ CQ!!!Pliance head. (l) There is a division of 

workers' com~lensation insurance C?_!_R_E!ianc~ within the 

department. The division head is an administrator appointed 

by the governor as are directors in accordance 

2-15-111. 

with 

(2) The division is allocated to the department for 

administrative purposes only as prescribed in 2-15-121. 

However, the division may hire its own personnel, and 

2-l5-121(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. (l) There is the office 

of workers' compensation judge. The office is allocated to 

the depart~ent of edm±~±~tr~~io~ 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 years in the same rna.nner 

provided by Title 3, chapter l, part 10, for the appointment 

of supreme or district court judges. A vacancy ~haTr ~ust be 

filled in the same manner as the origindl .appointment. 

(3) To be eligible for workers' compensation judgt->, 

pPrson must: 

a 

(a) have the qualifications necessary for- district 

~~~Hlft judges found in Article VII, section 9, of tht• Montdlld 
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constitution; 

(b) devote full time to the duties of workers' 

comp~nsation 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 ~~err must be accorded retirement benefits under the 

public employees' retirement system.'' 

Section 45. Section 39-71-2501, HCA, is amended to 

read: 

8 39-71-2501. (Temporary) Definitions. As used in this 

part, the following definitions apply: 

(1) "Boa.rd" means the board of examine-rs created 1n 

2-15-1007. 

( 2) 11 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) "Payr·oll" means the payroll of an employer for 

each of the calendar quarters ending March 31, June 30, 

September 30, and Dect:-rnlu .... r 31, for all employments covered 

under JSI·-71-401. 

( 5) "State fund" means the state compensation 

insurance fund referred-to-in-39-1l-~39i. 

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

provided for in 39-71-2~03. 

-40-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

l2 

13 

14 

15 

16 

17 

18 

19 

20 

LC 0296/01 

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

account created by 39-71-2~04. 

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

(Terminates June 30, 

NEW SECTION.~ Section 46. Repealer. Sections 

39-71-2301, 39-71-2302, 39-71-2304 through 39-71-2306, and 

39-71-2324, MCA, are repealed. 

NEW SECTION. Section 47. 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 48. 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 

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

apply to [sections 1, 2, and 4 through 121. 

( 2) (Section 3} is intended to 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 

21 integral part of Title 39, chapter 71, and the provisions of 

22 Title 39, chdpter 71, apply to (section 13]. 

~EW SI·:C'l'ION. Section 49. Reorganization procedure. 23 

24 The provi~;ions of sections 2-15-131 through 2-15-137 gov~:rn 

25 the creatinn of the state compensation mutual insurance fuud 
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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. 

l-jEW~ SECT IOl-j. Section 50. Implementation. ( l) The 

governor shall by executive order implement the prov1sions 

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 th~ 

workers' compensation state fund provided for in Title 39, 

chapter 71, part 23, by the 51st legislature and not 

transferred by [this act}. 

~~ECTION. Section 51. Effective dates. ( l) 

[Sections 3, 7, 50, and this section) are effective on 

passage and approval. 

( 2) [Sections 1, 2, 4 through 6, and 8 through 491 are 

effective upon signing of the executive order under [section 

50] or on October 1, 1989, whichever occurs 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, 39-71-910, 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, and 39-72-310, MCA; repealing Sections 
39-71-2301, 39-71-2302, 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) 
GENERAL FUND: Current 
Revenue: Law ---

Premium Tax -
Private Carriers$2,170,000 

Net Impact: 
STATE SPECIAL REVENUE: 
Revenue: 

Assessments -
Workers Comp 

Premium Tax -
$9,525,912 

Private Carrier $ 
Premium Tax -

State Fund $ 
Expenditures: 

-0-

-0-

Operating -
State Fund 

Operating -
State Auditor 

$9,525,912 

$ -0-
Net Impact: 

FY90 
Proposed 

Law 

$ -0-

$9,716,759 

$2,170,000 

$2,987,000 

$9,716,759 

$ 25,756 

(Contribution to Unfunded Liability) 

&c~~~RECTOR DATE 3M7 
OFFICE OF BUDGET AND PROGRAM PLANNING 

FY91 
Current Proposed 

Difference Law Law Difference 

($2,170,000) $2,388,000 $ -0- ($2,388,000) 
($2,170,000) ($2,388,000) 

$ 190,847 $9,444,727 $9,595,574 $ 150,847 

$2,170,000 $ -0- $2,388,000 $2,388,000 

$2,987,000 $ -0- $3,435,000 $3,435,000 

$ 190,847 $9,444,727 $9,595,574 $ 150,847 

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

$5,131,244 $5,770,074 

• /~( /.~ DATJ//94:<? 
.,.._ C THAYER, P I SP NSOR ~ . / 

Revised Fiscal Note for SB428, as introduced 
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Fiscal Request ~B428, as introduced 
Form BD-15 
Page 2 

DIVISION OF WORKERS' COMPENSATION: 
ASSUMPTIONS: 
1. Support and safety services for the State Compensation Mutual Insurance Fund (SCMIF) and the Division of 

Workers' Compensation Insurance Compliance (DWCIC) will continue on the same basis as currently provided. 
2. Tne SCMIF and DWCIC will remain in the same facility, having full use of all equipment presently utilized. 
3. 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 to all claims files on demand, avoiding the necessity 
to complete duplicates of Plan III 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. 

4. The Assigned Risk Pool will be managed entirely by the State Auditor (Insurance Commissioner) without any 
extra effort by DWCIC. 

5. The State Auditor will provide estimates of revenue generated by the premium tax. 
6. Public entities will not form new self-insurance groups. 
7. Workload for Accident Cataloging and Uninsured Employers' Units will remain constant. 
8. Printing costs will increase because of new information materials and new and revised forms. 
9. Additional mailings will be required to provide adequate notice of various changes resulting from creation 

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

SCMIF from the Division. 
11. 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. 
12. 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. 
13. Chief Executive Officer will be paid $80., 000 annually. 
14. All other staff positions presently employed by the State Compensation Insurance Fund will be retained by 

the State Compensation Mutual Insurance Fund at their present salaries. 
15. Budget shown under current law is that approved by the Human Services Appropriations Sub-Committee. 

,...... a IJ'?V 



Fiscal Note Request SB428, as introduced 
Form BD-15 
Page 3 

DIVISION OF WORKERS' COMPENSATION: 
FISCAL IMPACT: 

Revenue: 
Assessments 

Expenditures: 
Fund Impact: 

State Special 

Current 
Law 

$9,525,912 
$9,525,912 

Revenue $ -0-
DEPARTMENT OF ADMINISTRATION: 
ASSUMPTIONS: 

FY90 
Proposed 

Law 
$9,716,759 
$9,716,759 

$ -0-

Difference 
$ 190,847 
$ 190,847 

$ -0-

Current 
Law 

$9,444,727 
$9,444,727 

$ -0-

FY91 
Proposed 

Law 
$9,595,574 
$9,595,574 

$ -0-

1. Assume the Workers' Compensation Court would move from the Department of Administration 

2. 
Labor and Industry. The budget approved to date by the General Government Subcommittee 
The Department of Administration cannot calculate the fiscal impact of moving the Board 
State Compensation Mutual Insurance Fund. 

FISCAL IMPACTS: FY90 

Expenditures: 
Personal Services 
Operating Expenses 
FTE level 

Fund Impact: 
State Special 

Current 
Law 

$231,247 
74,887 

8.0 

Revenue $306,134 
STATE AUDITORS OFFICE: 
ASSUMPTIONS: 

Proposed 
Law 

$ -0-
-0-

0 

$ -0-

FY91 
Current Proposed 

Difference Law Law 
($231,247) $231,722 $ -0-
( 74,887) 71,214 -0-

(8.0) 8.0 0 

($306,134) $302,936 $ -0-

Difference 
$ 150,847 
$ 150,847 

$ -0-

to the Department of 
will also move. 
of Directors of the 

Difference 
$ 231,722 

( 71,214) 
(8.0) 

($ 302,936) 

1. That one grade 12, step 2 employee in the State Auditor's Office will be required to coordinate the assigned 
risk pool required under Section 13 of the bill. Annual cost: $21,400. 

2. That the premium tax rate will remain at 2.75%. 
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 years 1988, 1989, and 1990 at rates of 20%, 15%, 

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

respectively. 
6. That the general fund will reallocate private insurer premium taxes of $2,170,000 and $2,388,000 for FY90 

and FY91, respectively, to reduce the state fund deficit. 

S/3 l{~Y 



.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 60% 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. 

9. 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 FY91 (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 

Revenue: 
Premium Tax 

State Fund 
General Fund* 

Private Insurers 
State Special Fund 

Private Insurers 
Expenditures: 
Fund Impact: 

General Fund 
State Special 

Revenue 

Current 
L~ 

$ -0-

$2,170,000 

$ -0-
$ -0-

$2,170,000 

$ -0-

Proposed 
Law 

$2,987,000 

$ -0-

$2,170,000 
$ 25,756 

$ -0-

$5,157,000 

Difference 

$2,987,000 

($2,170,000) 

$2,170,000 
$ 25,756 

($2,170,000) 

$5,157,000 

Current 
Law 

$ -0-

$2,388,000 

$ -0-
$ -0-

$2,388,000 

FY91 
Proposed 

Law 

$3,435,000 

$ -0-

$2,388,000 
$ 52,926 

$ -0-

Difference 

$3,435,000 

($2,388,000) 

$2,388,000 
$ 52,926 

($2,388,000) 

$ -0- $5,823,000 $5,823,000 
*The Premium Tax 
transferred from 

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

.,lJ 'f2 r 
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SENATE BILL NO. 428 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

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 HILL 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 CHIEr' EXECUTIVE OFFICER OF 

THE STATE COMPENSATION MUTUAL INSURANCE FUND; TRANSFERRING 

THE OFFICE OF WORKERS' COMPENSATION JUDGE TO THE DEPARTMENT 

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

~-l5-H6h 2-18-103, 33-2-119' 33-17-502, 33-18-212, 

37-72-101, 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, 39-71-910, 

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, ANB 39-72-310, 50-71-10_2'-- AND 

50-73-102, MCA; REPEALING SECTIONS 2-15:17Q~ 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 fur this bill because 

[section Bl grants rulemaking autnority t0 the newly created 

state fund to adopt or repeal rules or amend existing rule~ 

to 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 1nhere:1r conflict between the 

intere::;;ts of the 'WOrker:;;' compensation div~si~:~ 111 

regulating all workers' compensation insurers ir1 t~ -'· r c:t t_ t'>, 

including the state compensation insurance EuGd, and ~he 

incerests of the state fund as a workers' compensatiGn 

insurer; 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 ins',.Jrance funJ. a.dopt rules 1n 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. 

To further ensure the solvency of the stdte fund, it is not 

the workers' compensation insurer of lasl resort, as the 
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1 state fund presently is. The new state fund would not be 1 employer in this state requesting coverage, and it may 

2 bound to insure all employers who apply to it for workers' 2 refuse coverage for an employer, except a state agency,-th8t 

3 compensation coverage, except for state agencies. ft~eo~ld 3 the-~tate-~tlH~-~ete~mine~-to-be-a-baO-~~~k. The state fund 

4 ~efa~e-t~-in~ti~e-e"-emp~oyer-±t-eon~±de~ed-a-poor-~±~~. 4 must be neither more nor less than self-supporting. Premium 

., As che primary means of ensuring the solvency of che 5 rates must be set at a level sufficient to fund the 

6 state fund, it must institute safety program~ ~nd set rates 6 insurance program, including the costs of administration. 

7 in a manner thac awards employer5 who provide a safe working 7 benefits, and adequate reserves. For the purpose of keeping 

8 environment and penalizes employers who do not. 8 the state fund solvent, it must implement ~Htety-proqram~ 

9 The legislature further intends' that the new state fltnd 9 VARIA~LE PRICING ----- LEVELS WITHIN INDIVIDUAL RATE -----· - -- -------------

10 institute progrdms to automate the processing of cla1ms and 10 CLASSIFICATIONS to reward an employer ~ith a gvod safety 

11 payment of benefits. The state fund may contract out to the 11 record and penalize an employer with a pvur scdet; U!Cl__·rd. 

12 pr1vate sector certain claims administration and servic1ng 12 NEW SECTION. Section 2. Definitions. Un l t-"~;.; :_!".e 

l3 functions if the state fund determines it to be 13 context requires otherwise, in I sections l, 2~ and ·~ thr·.Jugn 

14 cost-effective. 14 12] the following definitions apply~ 

15 THE LEGISL~TURE INTF.NOS THAT THE 
-----

GOVERNOR SH~LL 15 (1) ''Board'' means the board of directors of the state 

16 IMPLEMENT STAGGERED TERMS IN NAMING THE INITIAL MEMBERS OF 16 compensation mutual insurance fund provided for in [section 

17 THE BOARD. 17 3). 

18 18 {2) .. Department" means the department of 

19 BF. IT ENACTED B"{ THE LEGISLATURE 0!" TH<: STATE OF MONTANA: 19 administration provided fur in 2-lS-1001. 

20 NEW SECTION. Section 1. Intent and purpose of plan. 20 (]) ''Executive director" means tt1e chie( executive 

21 It 1s the intent and purpose of the state fund to dllow 2 I officer ot ~he state cumpensat1un mutual insurar1ce fund. 

22 ~mployers the option to insure their liability foe wockecs' 22 (4) ''State fund" mea11S the state compensation mutual 

23 cumpensdtion and occupational disease covecage with a 23 insurance fund provided for in (section~]. It is also known 

24 nunprofit, independent public corporation. The state fund is 24 as compensation plan No. 3 or plan No. l. 

25 a domestic mutual insurer. It is not required to insure any 25 NEW SF:Cl'ION. Section 3. Bodrd of directors of the 
--·---·-----·--
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state compensation mutual insurance fund. (1) There is a 

board of directors of the state compensation mutual 

insurance fund. 

for (2) The board is allocated to the department 

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 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 

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 4-year terms. A member 

shall hold office until a successor is appointed and 
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qualified. 

( 7) The ~oa~d--is--de~ig"ated--e~ MEMBERS ---·· MUST BE 

APPOINTED AND COMPENSATED IN THE SAME MANNER AS MEMBERS OF a 

quasi-judicial board f~r-the---ptlr~o~e~--of AS PROVIDED IN 

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 nonprofit, 

independent public corporation established for tne purpose 

of allowing an option for employers Lo 1nsure their 

liability for workers' compensation and occupatio~al disease 

coverage under this chapter. The state fund ex1sts 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 sta~e fund is vested solely ln the board. 

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

and jurisdiction over the state fund. Tt1e board may perform 

all acts necessary or convenlCilt in the exercise of any 

power, authority, or jurisdiction over the state tund, 

either in the administration of the state fu11d 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 board, the executive director, and 

employees of the state fund are not liable personally, 

either jointly or severally, for any debt or obligation 

created or incurred by the state fund. 

NEW SECTJ2_t-1._ Section 7. Appointment of executive 

director --management ste:tff. The board shall appoint an 

executive director of the stdte 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 compe~sation as set by the board and 

serve at the pleasure of the board. The execut1ve director 

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

whom serves at the pleasure of the executive director. 

NEW SF.CTION. Section 8. Powers of the state fund 
----~~----

rulemaking. For thP purposes of carrying out 1ts functions, 

the stdte Eu11d may: 

11) insure any employer for workers' competlSdtion and 

occupationdl disease liability as the coverage is reyuired 

by the laws of this state and, in connecliotl with the 

coverage, provide employers' liability itlsurance. The ~tdte 

fund may chdrge a m1nimum yearly prem1um to cover it~ 
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administrative costs for coverage of a small employer. 

sue and be sued; I 2 l 

I 3 l adopt, amend, and repeal rules relating to the 

conducL oE its business; 

( 4) enter into contracts relating to the 

administration of the state fund, includi~g claims 

management, servic1ng, and payment; 

I 5) 

16) 

collect and disburse money rec~ived; 

adopt classifications and charge premi,Jrns for t:he 

classifications so that tl1e state fund Wlll be ::~lther more 

:1or less than self-supporting. The ~tate fund ~~~t o~l.'ng 

to tb.e national council on compen~at lon insurdi'C::- ~t:lc: s: "1.ll 

use the classifications of employme11t ad0pc~ u t:he 

nat:.onal council AND CORRESPONDING RATES AS~ BASIS FOR 
------~- ---- -----

SET~ING ITS_~W~~~~§. 

17i pay the amotlnts determined due under d policy of 

1n~~rance 1ssued by thP state fund; 

hire personnel; 18) 

(9) declare dividends if there is an excesa of assets 

over liabilities. However, d1videncis may not be p3~d u~til 

tht.:> unfunded liability of the state fund is elimir-:J.ted AND 

ADEQUAT~_ ft.C1'UAR _I A f.: L_..Y__ ~£:'~E_;~MI -~~~____!!f~S-~_RVE_§ ~R!;__~~T-~R__:"''_~ ~!:D. 

{10) perform all functions and exerc.:..se all p.:wers of .;l 

domestic mutual i11Surer that are necessary, appr~priate, 

conve1lie1lt for the artministrd~icn cf th~ stat~ f~:1~. 

O< 
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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 for 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 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, 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 121 and 

recognized in [section 12}. 

(3) The state fund is 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. 

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 fund shall 

assume liability for all outstandi11g claims and indebtedness 

of the previously existing state fund. 

NEW SECTION. Section 12. Unfunded liability. 11) It 

is recognized at the date of creation of the state funj that 

there exists an unfunded liability that is being asstlffied by 

the newly created state fund for the prior state 

compensation insurance fund's liability 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 policies on self-insurers 

writing coverage on a self-insurer's workers' compensation 

program under compensation plan No. 1; and 

(c) private insurance carriers writing workers' 

compensation insurance under compensation plan No. 2. 

-10- SB 428 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0428/02 

(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. 

NEW SECTION. Section 13. Assigned risk plan. ( 1) The 

conuciss ioner of insurance shall promulgate and administer a 

plan to 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) Ali 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 corrunissioner 

of insurance may suspend or revoke the insurer's authority 

to issue workers' compensation eoverage-eont~aet~ fN~~~~NCE 

POLICIES 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: 

(l) "Average weekly wage'' means the mean weekly 

edrrungs of all employees under covered emt-Jloyment, a.s 
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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 

worker~L-eompe"~atio~ 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; 

(b) an unma~ried 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 yea~~ 15 

dependent upon the decedent for support at the tiQe of 

1njury; 

{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 

If) a brother or sister under the age of 18 years if 

dependent upon the decedent for support at the time Jf the 

injury (however, such a brother or sister is a be11eficiary 

only until the age of 18 years and only when no be11eficiary, 

as defined in subsections (2)(a) through (2)(e) of thi~ 

section, 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) 11 Child 11 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) 11 Department" means the department of 

industry. 

t 7} "Division" means the division 

labor and 

of workers' 

compensation insurance compliance of the department of labor 

and industry provided-ror-in-~-15-lT&~. 

{8) nFiscal year" means the period of time between 

July 1 and the succeeding June 30. 

(9) 11 Insurer" means an employer bound by compensation 

plan No. 1, an insurance company transacting business under 

compensation plan No. 2, the state eompensation-ins~ranee 

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, 
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requirement, or standard of the division or any other 

determination arrived at or decision made by the division. 

(13) ''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 

estimate may be made 

current year; provided, that an 

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 

worker: 

(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 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 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 
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all options set forth in ]g-71-1012, 

( 16) The terni "physician" includes "surgeon•• and in 

either case means one authorized by law to practice his 

profession in this state. 

( 17) The "plant of the employer'' includes the place of 

business of a third person while the employer has access to 

or control over such place of business for the purpose of 

carrying on his usual trade, business, or occupation. 

(18) "Public corporation" means the state 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 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 reaches maximum healing. 

(22) ''Year'', unless otherwise specifiPd 1 mea1ts calendar 
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year." 

Section 1!1. Section 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 various occupational 

safety acts the division must administer are to be paid upon 

lawful appropriation. The following money~ money collected 

by the division 8hall must be deposited 1n the state 

treasury to the credit of the workers' compensat1on 

administrative fund and 9halr must be used 

administrative expenses of the division: 

tor the 

(a) all fees and penalties provided in 39-71-205 and 

39-71-304; 

(b) all fees paid for inspection 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 empl~yer, plan No. 1 insurer, and plan No. l, the state 

±ft:!lttt•a:r"tee fund. The assessments ~ha±± 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 
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chapter, during the preceding calendar year. However, no 

assessment of the plan No. 1 employer or plan No. 2 insurer 

~hell ~ be less than $200. The assessments shall 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 plansL using proper accounting and cost 

allocation procedures. Plan No. 3 s~aii ~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, shall must be used to reduce the 

costs before levying the assessments. 

(2) The administration fund ~he~~ 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 money ~ha±± 

must be made after being approved by the division upon claim 

therefor.'' 

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

-17- SB 428 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0428/02 

read: 

•]9-71-203. Powers of division -- rules ---~teE~iftg. 

(1} The division is hereby vested with full power, 

authority, and jurisdiction to do and perform any and all 

things,--whether--here±"--~peeifiea%%y--desi9neted---or---in 

aedition--thereto, 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. 

t3t--~he-div±~±o"-shaii-emp~oy-~ttffieient-per~onn~!--to 

aliow--it--to--meet-the-eia±m~-praeessin9-90ai~-eonto±ned-in 

39-T%-69~o-The-di~±~±on-shall--±mpiement--~taftin9--pattern~ 

that-are-~ttpporte~-by-ind±eator~-of-worKload.--~he-open-~il~ 

±s--tne--worKloed--ind±eator--for-eiaim~-proee~sin9r-and-the 

n~mber-o£-open-e!a±m~-per-elaim~-exam±"er-may--not--be--ie~~ 

than--3ee.--~he--eiaims--~~pport--ste~f,-ine!ttdin9-the-f±re, 

med±eal-pay,-and-new-eia±m~-tt"±ts,-may-not-e~eeed--two--P~Es 

per--ere±ms--examinero--~he--admini~trat±~e-and-ttnderwritin9 

staffin~-mttst-be-based--on--the--nttmber--of--premittm--pay±n9 

pol±eyho±Oers---and--may--not--exeeed--io4--F~e~--per--l 1 999 

policyholder~· 

t4t--~he-di~±~±on-adm±"i~trator-~hall-submit-a--revised 

operation--plan-to-the-bttd9et-offiee-for-rev±ew-and-approval 

and-~o-the-~eg±slative-Eina"ee-eommittee-~~r-re~±ew-whene~er 
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±"e~eases-or-deereases-e£-sta££-are-neeessary--~o--im~leMe"t 

the-provisions-o£-sttbseet±on-t3t~ 

t5t--P~nds-from-the-state-speeia%-reven~e-fnnd-~ha%l-be 

Hsed-to-imp%eme"t-s~bseet±o"-t3t~·· 

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

read: 

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

division an~ state fund. t~t The attorney general shall-be 

1s the legal adviser of the division and the state fund and 

shall represent it either entitl in all proceedings whenever 

so if requested by the division or ~~te fund a~y-member 

thereof. THE DIVISION AND STATE FUND MAY EMPLOY OTHER 

ATTORNEYS OR LEGAL ADVISERS AS THEY CONSIDER NECESSARY. 

trt--~he-division-may,-in-the-investigBti~n-en~-de£ense 

of--eases-nnder-pian-No~-3-of-the-Wo~ke~s~-eomp~~~a~±on-Ae~ 7 

emproy-~~eh-o~her-a~torney-or--iegal--ad~i~er--a~--t~--deem~ 

neee~~ry--and--~ay--Eor--the--~ame--oH~--oE--the-~ndH~~r±ar 

±n~nranee-aeeo~nt-in-the-expend~ble-trH~t-eHnd~" 

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

read: 

"39-71-306. Pl8n--one--empioye~~-a"e-pian-two-tn~Hrer~ 

Insurers to file dHplieate--~eeeipts SUMMARY REPORTS OF 

BENEFITS paid for injuries and statements of medical 

ezpenditures. Every employer-eoming-Hnder-the-provtstons--o~ 

eompensation--pian--Noo-i-8nd-every-instlrer eoming-Hnder-the 
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provision~-or-eompensation-plan-No~-2 insurer shall, on or 

before the 15th day of each and every month, file with the 

division: 

(1) d~~iieate-~eeeipts SUMMAR¥ REPORTS OF BENEFITS for 

all payments made during the previous month to injured 

wcrkers 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.H 

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

read: 

"39-71-307. Employers and insurers to file reports of 

accidents. (1) Every employer e£--teb(")r and every insurer 1s 

~ereby required to file with the division, under ~tteh 

division rules 8~-~he-d±v±~±on-may-~r~m-time-to-ttme-ma~e, 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 3tteh--~er~on the 

employee. Saeh The reports shall must be furnished to the 

division in 3aeh the form and ~ceh d~tail as the division 

~narr--~rom-time-t~-t±me-pre~erib~ prescribes and shall-make 

must provide specific answers to ~ll questions required by 

the division under its rules~r-exeeptT-in-ea3e-he However, 

if an employee answet"" e:ny--~aeh is unable EMPLOYER ---- to 

que~t±on~,--a--9ood-and-stt££i~ient-rea~en-shait-be-9i~en-ror 
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saeh-failure a question, he shall state the reason he is 

unable to answer. 

(2) Every i~sttra~ee---eempany insurer transacting 

business under this chapter shall, at the time and in the 

manner prescribed by the division, make and file with the 

division stteh the reports of accidents as the division may 

req~ire requires." 

Section 20. Section 39-71-308, MCA, is arnend,·J to 

read: 

"39-71-308. Neglect or. refusal of public corporation 

to file payroll reports -- arbitrary assessment by divisiona 

Wheftever--afty ~ public corporation insured by the state 

eom~eftsetion-iftsttraftee fund neglects or refuses to file 

prescribed payroll reports of its employees, the division 

may levy an arbitrary assessment upon eHeh the public 

corporation in an amount of $75 for each ~nch assessment~, 

whieh-seseesments-shaii The assessment must be collected in 

the manner provided in this chapter for the collection of 

assessments." 

Section 21. Section 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 !f 

a state agency is the employer, the terms, conditions, and 

provisions of compensation plan No. 3, state fund, ehaii-be 
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~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 shall-be are 

considered to be ordinary and necessary expense of the 

agency, and the agency shall make appropriation of and pay 

~tleh the sums into the state eempe~~at±o~-±"stlrenee 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 dgency, 

may elect coverage under compensation plan No. l, employer; 

plan No. 2, insurer; or plan No. 3, state in~tlre"ee f~nd; 

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. l. 

(3) A public 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 
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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 required 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 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-~tat~-eompe~~ation-instlran~e--f~nd,--pian--Noo 

3,--and--private P~±¥ate ~n~~rers 1 -p±an-No.-~, INSURERS may 

provide financial incentives to an employer who implements a 

formal safety program. ~he-in~tt~8nee-earrier An insurer may 

provide to an employer a premium discount that reflects the 

degree of risk diminished by the implemented safety 

program.'' 

Section 23. Sect ion 39-71-604, MCA, is amended to 

read: 

"39-71-604. Application fot compensation. (l) Where !f 

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 
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compensability. It is the duty of the worker's attending 

physician to lend all necessary assistance in making 

application for compensation and such proof of other mattets 

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 shall 

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 compe:-.sa.tlon, 

certificate of the attending physician, if any, and such 

other proof as may be required by the division. 

t3t--The--9oal-of-t"@-division-is-to-proees~-~~l-eiaim~ 

for-eomp@ns8tien-w±thin-l4-days-after-±nit±8l-oee~ptanee--of 

l±ability-for-a-elo±m~·· 

Section 24. Sect ion 39-71-704, MCA, is amended to 

read: 

1'39-71-704. 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 from compeL.sd.tion, 

the following sholi must be furnished: 

(a) After the happening of the injury, tt1e insurer 
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shall furnish, without limitation as to length of time or 

or dollar amount, reasonable services by a physician 

surgeon, reasonable 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, 

chiropractic, and paramedical services provided for in this 

chapter, excluding hospital services, ~hall mus! be 

established annually by the wor~er~~--eompen~etio~ division 

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 an the median fees as billed to the state eompen~ation 

~n~tlrance 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 shell must be 

modeled on the 1974 revision of the 1969 California Relative 

Value Studies. 

(3) Beginning 

establish rates for 

January 

hospital 

1, 1988, 

services 

the division shall 

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 responsibilitiPs. 

(4} Notwithstanding subsection (2), beginning Jdnuary 

1, 1988, and ending January 1, 1990, the maximLJm fees 

payable by insurers must be limited to the relativp 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 25. section 39-71-901, MCA, is amended to 

read: 

"39-71-901. Definitions. A.s used in this part, the 

following definitions apply: 

( 1) "Vocationally handicapped" means a person who has 

a medically certifiable permanent impairm~nt which is a 

substantial obstacle to obtaining employment 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 o£--wo~kersi--~ompe"~ation to an individual who is 

vocationally handicapped. 

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

Section 26. Section 39-71-908, M.CA, is amended to 

read: 

"39··71-908. Notification of fund of its potential 

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 employer 1 -earrier 1 -or-the-indttstriai 

in~ttrance-fund,-es-the-case-may-ber insurer shall notify the 

fund whether it is likely thdt compensation may be payable 

beyond a p~riod of 104 week~ after the date of the injury. 

The fund thereafter may review, at reasonable times, such 

information as the emp~oyer;--e8rrier,--or--~n~n~~r±a~ 

in~ttranee-f~nd lE~urer has regarding the accident and the 

nature and extent of the injury and disability.'' 

Section 27. Section 39-71-9lO, MCA, 1 s amended to 

read: 

•]9-71-910. 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 

a dispute or controversy arises as to payment of benefits or 
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the liability therefor, the division shall hold a hearing 

and resolve all disputes. On motion made in writing by the 

emp%oyer,-ea~~±e~,-o~-±nd~stria~-%nsoranee-£nn~ 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 w~itten 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 

~hai±--ha~e 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 emp~oye~ insurer 

and fund may appear, cross-examine witnesses, give evidence, 

and defend both on the issue of liability of the empieyer 

insurer to the employee and on the issue of the liability of 

the fund. 

(4} The hearing examiner shall make tindings of fact 

and conclusions of law determining the rt•:;pective liability 

-28- SB 428 



1 

2 

3 

4 

5 

6 

7 

8 

9 

"0 

11 

i2 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 0428/02 

of the employer- insurer and the fund." 

Section 28. Sect ion 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 employer,-earrier,-or-i~drt~~r±al--in~ttranee 

E~nd insurer to make payments on behalf of the fund does not 

impose an 1ndependent liability on the emp~eyer,-earrier,-or 

ind~~triai-+nsttranee-fttnd insurer.'' 

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

read: 

"39-71-913. Payments by fund directly to persons 

entitled. If the empieyer,--earr±er,--or--tne--±ndrt~triei 

±n~ttranee-Ettnd insurer does not make the payments on behalf 

of the fund, the fund may make the payrnenls 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 di~i~t~n state fund 

shall prescripe the procedure by which empioyers an employ~~ 

may elect to be bound by compensation plan No. 3, the 

effective time of ~tt~h the election, and the manner in which 

~tteh 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 ~h~!l ~ receive from 

the d~v~~te" state fund a contract or policy of insurance in 

a form approved by the division. The premium ~hereon-~he%% 

must be paid by the employer to the d+~i~ton state fun~ at 

such times as the d±~±~±on--shell--pre~eribe state fund 

E!escribes and ~he%% must be paid over by the at~ision stat~ 

fund co the state treasurer to the credit of the ~ndtt~~ria± 

~n~tlranee-expendable-trtt~t state mttt~a±-~n~~ra"ee fund." 

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

read: 

"39-71-2307. Cancellation of coverage tlnd~r--pta~--f~r 

defattlt thirty days' notice required. The div~~ton-t~ 

nereby-~ttthor~~ed-i~-it~-di~eret~on-to state fund may cancel 

an employer's r~ght to operate under plan No. 3 of the 

Workers' Compensation Act for failure to pay the premiums 

due OR BECAUSE OF A SIGNIFICANT CHANGE IN LIABILITY 

EXPOSURE. When the d±v±~±on-ma~e~-an-~rder-eaneei±M9 stat~ 

fund cancels an employer's ri9kt-~er-Eailure-to-pay-pre~ittms 

COVERAGE, the-d±~±s±en ll shall notify the employer of its 

intent ~o cancel the emplcycr at least 30 days before the 

cancellation becomes effective. After the cancellation date, 

the employer sha~~-na~e has the same status as an employer 

who is not enrolled under the Workers' Compensation Act.'' 

Section 32. Section 39-H-2308, MCA, 1s amended to 

read: 
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"39-71-2308. Collection in case of default. (1) If any 

an employer under plan No. 3 ~hali-defaait defaults in any 

payment to the division state fund, the state fund may 

collect the sum due may-be-eoi~eeted-by-aft-aetion-at-law in 

a civil action in the name of the state~T-an~-~tleh-~i9~t-of 

aet±on-~hali-be The right of actiof1: __ is cumulative. 

(2) When !fan employer's right to operate nas been 

canceled by the divi~ion state fund for failure to pay 

premiums and when-t~e-d~~i~ion-±n-its-d~~eretion the state 

fund finds that the property and assets of the employer are 

not sufficient to pay the premiums, the O±'ti!l±on ~!:_~t~·-J-~£1:~ 

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 "mended to 

read: 

"39-71-2321. What to 

±nstl~snee--expendable--tr~st 

be deposited in ~n~tt~triai 

STATE 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 ~~eit mus~ be deposited in the 

ind~str±ci-±n~~ranee-expen~abi~-t~tlst state fund.'' 

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

read: 

"39-71-2322. Money in indttstriai-in~~ranee state fund 

held in trust -- disposition of funds upon repeal of 

-]1- SB 428 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0428/02 

chapter. The moneys money coming into the ±nd~~~riai 

insnr8nee-expendable-trttst ~ fund sh8li must be held in 

trust for the purpose for which s~eh-moneys-we~e the money 

was collected~T-and-iE-th~s-ehcpte~-~haii--be--hereaEter If 

this chapter is repealed, ~~e~-meneys-shaii-be the money is 

subject to s~en the disposition 8~-may-b~ provided by the 

legislature repealing this chapter. In defaalt-~£-~tleh the 

absence of a legislative provision, distribution thereof 

~~all must be in accordance with the justice of the matter, 

due regard being had to obligations of compensation incurred 

and existing.'' 

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

read: 

"39-71-2323. Surplus 

expend8ble-trnst state fund 

in ±ndtl~t~tcl----~nstlrBnee 

payment of dividends. If at 

the end of any fiscal year there exists in the ±nd~~teiai 

±nstlranee-expendabie-trtlst state fund an excess of assets 

over liabilities and a reasonable surplus, such liabilities 

to include necessary reserves, which excess may be divided 

safPly, then the d+vt~ton state __ J~~9_ may declare a dividend 

in s~e~ the manner as the rules of the d~vt~ion--may state 

fund prescribe to those employers who have paid premiums 

into the ~ndtlstr±al-instt~anee-expendable-trtl~t state fund in 

excess of liabilities chargeable to them in the fund for 

that year. In determining th~ amcunt or proportion of the 
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balance to which the employer is entitled as dividends, the 

di•±~±en state fund shall give consideration to the prior 

paid premiums and accident experience of each individual 

employee during the dividend year.'' 

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

read: 

"39-71-2325. B±v±~±on State fund to keep accounts of 

segregations. The division state fund shall keep an accurate 

account of all s~en the segregations of the ±nd~~tr±ai 

±n~tl~anee-expenda6ie-trtl~~ 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 37. Section 39-71-2327, MCA, is amended to 

read: 

"39-71-2327. Earnings of ±ndtlstr±ai----in~~ranee 

expendable--t~tt~t state fund to be credited to fund -­

improper use a felony. All earnings made by the ±na~~~~~ai 

i:n~tt:ranee--e:-:pende~b:l:e-t"t"tt!!t state Eund by reason of interest 

paid for the deposit thereof or otherwise ~h~:l::l: 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 ~ha:J::l:-eon~t±tttte is a felony~ and--on 

ee"v±etion--thereo£--~hait--~tlbjeet--the--per~on-mak±n9-~tle~ 
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pror±t-to-±mpr±~onment-±n-the-~tate-pen±tent±ary-~er-a--term 

not-exeeed±n9-~-year~-or-a-~ine-not-exeeedin9-$5r669-or-both 

~~eh-ftn~-enO-tmprisonmento A person convicted of an offense 

under this section is punishable __2y_j_~__.!2r i_:?_9nment in the 

state___f!!_ison for a term not to exceed 2 years or a fine of 

not more than $5,000, or bot_!'l__c_" 

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

read: 

"39-72-201. Administration of chapter. This chapter 

~hall--be is administered by the division of---work:er~J.. 

eompensette;ln." 

Section 39. section 39-72-310, MCA, i5 amer>Ue:J Lo 

read: 

"39-72-310. OCcupational disease coverage under 

workers' compensation plans. (1) Every employer enrolled 

under compensation plan No. 1 t~~tZe-39,-eh6~ter-TTr-part 

Z~t, every insurer wr±t±n9--work:er~J..--eomp~ft~at±a~--eoverage 

under compensation plan No. 2 t~~tie-39,-ehapter-~±,-part 

i2t, and the state eompensation--in~tlranee fund under 

compe1~sa: ion plan No. 3 t~±t~e-39,-e~apte~-ii,-pert-~3t, all 

provided Ear under ~he Workers' Compensation Act, are 

considered to also provide full coverage for claims under 

this chapter. Any policy of insurance for workers 1 

compensation coverage under the Workers' Ccmp~nsation Act 

written by a private insurance carrier or the state 
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eempeft~atte"-tn~ttranee 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 39, 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 compensation plan No. 3, any premiums and 

other receipts held by the ~~vt~toft state fund for 

occupational disease insurance coverage ~hai± must be 

transferred ~ftft-beeome-p~r~-of to the workers' compensation 

industrial insurance account, and payments for occupational 

disease claims by the state fund shall must be paid out of 

the industrial insurance account." 

Section 40. Section 2-16-103, 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 and employees of the legislative branch; 

{4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed 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 under the authority of the depart1n~nt of 

institutions; 

(ll) 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 oil and gas conservation; 8~~ 

{13) assistant director for security of the Montana 

state lottery; and 

(14) executive director and employees of the state 

compensation mutual insurance fund." 

~ection 41. Section 33-17-502, MCA, is amended to 

read: 

"33-17-502. Prohibition on holding out 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 holds himself out in any 

manner as having particular insurance qualifications other 

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; 

{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 

(c) a duly licensed ca;ualty 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 33-18-212, MCA, is amended to 

read: 

"33-18-212. Illegal dealing in premiums 

charges fo~ insurance. (1) Ne ~ person 

willfully collect any sum as premium or 

improper 

~ha±l- ~<!Y ~at 

charge for 

insurance, which insurance is not then provided or is not in 

due course 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) No !2 person ~ha-lt ~ __ not wi 11 tully 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 

classification~, premiums, or rates are not required by this 

code to be so filed and approved, such premiums and charges 
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shaiX ~ not be in excess of or less than those specified 

in the policy and as fixed by the insurer. This provision 

~haii ~ 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 1n addition to the premium required by the insurer. It 

~hair ~ 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 is not a 

premium as defined in 33-15-102. 

(3) Each violation of this section ~hall--b~ is 

punishable under 33-1-104.'' 

~4~A-~--See~~o~--?-rs-rT&?r--M€Ar--~~--~me~ded--~ 

reB:d-: 

ll~-15-±79~.--a~~±~±o~----o£----wor~er~~----~ompen~ftt±on 

±nsHrene~-eompliance ---heado~t±t-There--±~--e--d±v±~+en--of 

work~rs~---~ompense~ton ±n~~ranee--eompi±enee within--the 

depertment~-~he-o±~±~±on-heed-is-en-edm±n±stretor--eppointed 

by---the--9overnor--es--ere--direetor~--in--aecordenee--w±th 
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i-15-%%%~ 

t%t--~he-d±v±~±on-±~-alleeated-to--~he--department--£or 

edm±n±~t~e~±¥e--p~~po~e~--on~y--e~--preseribed--±n-X-i5-±%%o 

Howe¥err-the--d±vision--mey--hire--its--ow~--p~r~o~~e%7--a~d 

i~l5-lzlt<~td~-do~s-not~apply~n 

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

read: 

"2-15-1014. Office of workers• compensation judge 

allocation --appointment -- salary. (l) There is the office 

of workers' compensation judge. The office is allocated to 

the department of e:dm.irti~tration labor AND INDUSTRY f:Jr 

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 J, chapter 1, paLt 10, for the appointment 

of supreme or district court judges. A vacancy ~hall 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 distr:ct 

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 shall must be accorded retirement benefits under the 

public employees' retirement system. 11 

Section 44. 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 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 39-71-401. 

(5) 11 State fund" means the state compensation MUTUAL 

insurance fund ~efe~~ed-to-in-39-Tt-%39±. 

(6} 1'Tax.. means the workers~ compensation payroll tax 

provided for in 39-71-2503. 

( 7) "Tax acccunV' means the workers • compensation tax 

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

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

NEW SECTlON. 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. 

ill~ THE DIVISION MAY AS~ESS A PENALTY OF NO MORE THAN 

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

PRACTICE, THE STIITE FUND __ [)()_E:_~N(Yr_~COMPLY WITH THE 30-DAY 

NOTICE REQUIREMENT, 

NEW SECTION. SECTION 46. POI.TCY REMAINS IN EFFECT 

UNTIL CANCELED OR REPLACED -- TWENTY-DAY NOTIFlCATIUN OF 

CANCELLATION REQUIRED. THE INSURANCE ~_QLIC~---~-£-~-~A ~~~--- _Iji 

EFFECT UNTIL CANCELED. CANCELLA'riON MA~l_TAKF;_E:fFECT ONL"l BY 

WRITTEN NOTICE TO THE NAMED INSURED AND TO THE DIVISION AT 

LEAS'r 20 DAYS PRIOR TO THE DATE OF_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 47. SECTION 33-2-119, MCA, IS AMENDED TO READ: 

"33-2-119. Suspension or revocation for violations and 

special grounds. (1) The commissioner may, in his 

discretion, suspend or revoke an insurer 1 S certificate of 

authority if, after a hearing thereon, he finds that the 
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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 mandatoryi 

(b) reinsured more than 90% of its risks resident, 

located, or to be performed in Montana, in another insurer. 

In considering suspension or revocation, the commissioner 

shall consider all relevant factors, including whether: 

( i) after the reins·.Hance transaction all parties will 

be in compliance with Montana law; and 

{ii) the transaction will substantially reduce 

protection and service to Montana policyholdersl 

(c) failed to accept an equitable apportionment of 

assigned coverage as re~~i£~d 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) is in unsound condition or in such condition or 

us1ng 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 tu give information with respect 
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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 

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 

insured or claimant to accept less than the amount due them 

or to employ attorneys or to bring suit against the insurer 

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, inunediately 

suspend the certificate of authority of any inst1rer as to 

which proceedings for receivership, COJ\Servatorship, 

rehabilitation, or other delinquer1cy proceedings have been 
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commenced in any state." 

SECTION 48. 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 blaster by the workers' compensation division. 

(2) For the purposes of this chapter: 

(a) ''construction blaster" means a person who engages 

1n construction blasting; 

(b) "construction blasting" means 

explosives to: 

(i) reduce, destroy, or weaken 

commercial, or other building; or 

any 

the use of 

residential, 

(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' 

compensation d±vision insurance complia0ce of the department 

of labor and industry p~ovtded~fo~-±n-~-~5-116%; 

(d) ''explosive'' has the meaning given in 50-38-101; 

(e) "magazine" has the meaning g1ven in 50-38-101. 
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(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 

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 u"nder 

37-72-20l(l)(c) and the provisions at 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 operatic~s are 

subject to rules adopted under and implementing 

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

SECTION 49. SECTION 50-71::102, MCA, IS AMENDED TO 

READ: 

"50-71-102. Definitions. Unless the context requires 

otherwise, in this chapter, the following definitions apply: 

(l) "Amendment" means such modification or change in a 

code as shall be intended to be of universal 

application. 

or general 

(2) "Code" means a standard body of rules for safety 

formulated, adopted, and issued by the division under the 

provisions of this chapter. 

{3) "Division" means the division of workers' 
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compensation insurance com~iance of the department of labor 

and industry prov±ded-fe~-ift-i-l5-%T9~. 

( 4) "Employee" 

39-71-118. 

and ''worker" are defined as in 

(5) "Employer" is defined as in 39-71-117. 

(6) "Variation" 

or change in the code 

particular place of 

means a special, limited modification 

which is applicable only to the 

employment of the employer or person 

petitioning for such modification or change." 

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

READ: 

RS0-73-102. Definitions. As used in this chapter, the 

following definitions apply: 

(1) ''Division'' means the division of workers' 

compensation insurance compliance of the department of labor 

and industry prov±ded--£or-in-~-i5-i76~ and the stQte 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 

abandoned or in 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 

contribute, directly 

handling of coal. 

plant under one management which 

or indirectly, to the mining or 

( 5) 11 M.ine examiner" means a person 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 11
, as applied to the party in control of 

a mine under this chapter, means the person, firm, or body 

corporate which is the immediate 

lessee of the plant and, as such, 1s 

condition and management thereof. 

proprietor as owner or 

responsible for the 

(8) "Shaft" means any vertical opening through the 

strata which is 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 1'drift'' mean respectively an incline 

or horizontal way, opening, or tunnel to a seam of coal to 

be used for the same purpose as a shaft.'' 

NEW SECTION. Section 51. Repedler. Sections 

2-l5-1702L 39-71-2301, 39-71-2302, 39-71-2304 through 
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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. 

(l) {Sections 1, 2, and 4 through 12] 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]. 

(2) {Section 3] is intended to 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 

16 integral part of Title 39, chapter 71, and the provisions of 

17 Title 39, chapter 71, apply to [section 13). 

18 NEW SECTION. Section 54. Reorganization procedure. 

19 The p[ovisions of sections 2-15-131 th[ough 2-15-137 govern 

20 the creation of the state compensation mutual insurance fund 

21 and the transfer of the various functions contained in [this 

22 act) from the state we~ke~~~ compensation INSURANCE fund to 

23 the state compensation mutual insurance fund. 

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

25 governor shall by executive order implement the provisions 
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of I 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, 

chdpter 71, part 23, by the 51st legislature and not 

t[ansferred by [this act). 

NEW SECTION. Section 56. Effective dates. ( 1) 

[Sections 3, 7, 59 54, 55, and this section] are effective 

on passage and approval. 

(2) [Sections 1, 2, 

are effective upon signing 

4 through 6, and 8 through 49 53) 

of the executive order under 

[section 59 55] or on October 1, 1989, whichever occurs 

earlier. 

-End-
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SENATE BILL NO. 428 

2 INTRODUCED BY THAYER, NATHE, THOMAS, NOBLE, MEYER, 

3 DRISCOt.L, PAVLOVICH, GRADY, MAZUREK, WILLIAMS, SMITH, 

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

5 DEVLIN, RASMUSSEN, GRINDE, MARKS 

6 BY REQUF.ST OF THE GOVERNOR 

7 

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

9 COMPENSATION MUTUAL INSURANCE FUND TO INSURE EMPLOYERS FOR 

10 WORKERS' COMPENSATtON AND OCCUPATIONAL DISEASE LIAB!t.!TY; 

11 PROVIDING FOR A BOARD OF DIRECTORS; ESTABLISHING THE POWERS 

12 AND DUTIES OF THE BOARD AND THE CHIEF EXECUTIVE OFFICER OF 

13 THE STATE COMPENSATION MUTUAL INSURANCE FUND; TRANSFERRING 

14 THE OFFICE OF WORKERS' COMPENSATION JUDGE TO THE DEPARTMENT 

1'> 

16 

17 

18 

19 

OF LABOR 

i-l5-H9ir 

37-72-101, 

39-71-306 

39-71-604, 

AND _.r_tlD_lJSTRY; AMENDING SECTIONS 2-15-1014, 

2-18-103, 33-2-11~"- 33-17-502, 33-18-212, 

39-71-116, 39-71-201, 39-71-203, 39-71-206, 

THROUGH 39-71-308' 39-71-403' 39-71-421, 

39-71-704, 39-71-901, 39-71-908, 39-71-910, 

20 ]9-71-911, 39-71-913, 39-71-2303, 39-71-2307, 39-71-2308, 

21 39-71-2321 THROUGH 39-71-2323, 39-71-2325, 39-71-2327, 

22 39-71-2501, 39-72-201, AHB 39-72-310, S0-71-102, AND 

23 S0-73-102, MCA; REPEALING SECTlONS 2-15-1702, 39-71-2301, 

24 39-71-2302, 39-71-2304 THROUGH 39-21-2306, AND 39-71-2324, 

25 MCA; AND PROVIDING EFFECTIVE DATES." 

~ ........ -.. ,_ 

There is no change on SB 428 and will not 
be reprinted. Please refer to second reading 
(yellow) for complete text. 
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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: ~~. I IJ._l~ , 

[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, 19-13-601, 33-1-102," 
Following: "33-2-119," 
Insert: "33-16-1005, 33-16-1011," 

2. Title, line 17. 
Followinq: •37-72-101," 
Insert: "39-1-103, 8 

Following: "39-71-206,• 
Insert: "39-71-207," 

3. Page 2, line 24 th.rough page 3, line 1. 
Strike: line 24 through "is.• on page 3, line 

4. Page 3, line 1. 
Strike: •not• 

5. Page 
Strike: 
Insert: 

3, line 3. 
•, except for" 
•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 L 
Following: "may• 
Insert: "not • 

8. Page 4, line 2. 
Strike: •, except a state agency• 
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Insert: "unless an assigned risk plan is ~stablished under 
(section 12] and is in effect" 

9. Page 4, 1 ine 1 4 . 
Strike: "12" 
Insert: •t1'" 

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

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

12. Page 9, line 18. 
Following: "fund." 
Insert: "The state fund is not a member insurer for the purposes 
of the insurance guaranty association established pursuant to 
Title 33, chapter 10, part 1." 

13. Page 9, lines 22 and 23. 
Strike: "12" on line 22 
Insert: "11" 
Strike: "and" on line 22 through "12]" on line 23 

14. Page 9, line 24. 
Following: "(31" 
Strike: "The" 
Insert: "If an assigned risk plan is established and 
administered pursuant to (section 12], the" 

15. Page 10, line 10 through page 11, line S. 
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 commissioner 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 risk plan, 
it may not take effect until at least 6 months following the 
commissioner's order creating the plan." 

18. Page 11. 
Following: line 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 required 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 
apportionment of coverage.~ 

19. Page 1 2, 1 i ne 3 . 
Page 14, lines 1, 2, 9, and 12. 
Page 16, lines 8, 10, and 13. 
Page 17, lines 15, 20, and 23. 
Page 18, lines 2, 3, and 9. 
Page 19, lines 8, 9, 11, and 12. 
Page 20, lines 3, 14, 15, 20 (two places), and 23. 
Page 21, lines 5, 6 (two placesl, 11, and 14. 
Page 23, line 24. 
Page 24, lines 4, 10, and 14. 
Page 25, lines 5, 14, and 23 (two places). 
Page 26, lines 5 and 9. 
Page 27, line 4. 
Page 28, 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" 
Insert: "department• 

20. Page 13, lines 10 through 12. 
Strike: subsection 17) in its entirety 
Renumber; subsequent subsections 

21. Page 30, lines 16 and 17. 
Following: •due• or line 16 
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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 B. 
Strike: ntcl" on line 5 through "33-18-212" on line 8 

25. Page 39, lines 11 through 16. 
Strike: lines 11 through 16 in their entirety 

26. Page 43, line 14. 
Strike: •tJ" 
Insert: •12• 

2 7. Page 4 5, 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: ••oepartment" means the department of labor and 
industry.• 

30. Page 47, lines 14 through 16. 
Following: •(1)" on line 14 
Strike: remainder of line 14 through "industry• on line 16 
Following: "2 15 1792" 
Insert: ""Department" means the department of labor and 
industry• 

31. Page 48. 
Following: line 23 
Insert: "Section so. Section 39-1-103, MCA, is amended to read: 

"39-1-103. Powers of department. tl) In discharging the 
duties imposed upon the department, the commissioner or his 
authorized representativP~ may administer oaths, examine 
witnesses under oath, take depositions or cause same to be taken, 
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older to serve subpoenas 
the attendance of 
as for attendance before 

any 

~(3) Nothing in this chapter applies to labor violations 
preempte~y federal law or regulation." 

Section 51. Section 39-71-207, MCA, is amended to read: 
"39-71-207. Merit system. Employees of the ~iwisier, eHeep<t!. 

ehe edmini3traeor 1 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 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: 
(a) 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. 

(41 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, ~ 
part 21 ~' and related sections. 

/' 
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(6) This code does not apply to the st~te employee group 
insurance program established in Title 2, chapter 18, part 8~ 

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

(B) (a) This code does not apply to any arrangement, plan, 
or interlocal agreement between political subdivisions of this 
state whereby the political subdivisions undertak~ 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 subdivisions 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, ~ 
th~ ~iwi3io1a of wor1eer3' eompen3ation including the st~te 
compensation mutual insurance fund, wr1t1ng 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. Classification 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 diwisien ef uerher~· 

eempemsst:ien state com~ensation mutual insurance fund who is an 
employee of the eli :u L"'i 11 state fund and who 3hetli b@! is appointed 
by the ali"'ini!tLrato:t: Elf the diwieiert 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 (2J (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. Uowever, the commissioner of insurance ~s 
not required to appoint any person from the names submitted. 

(SJ 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 19-3-1007, 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% nf 
final compensation for any period during which the member has 
been awarded eempen3atie11 h} the workers' compensation divi~ie~, 
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. 

(21 Any retired member 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 to the provisions of this section after July 1, 1977." 

Section 56. Section 19-3-1002 MCA is amended to read: 
"19-3-1002. Eligibility for disability retirement. (1) 

Except as provided in subsection 12) 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 accid@nt forcing 
him to terminate his employment but who has not r@ceived or is 
ineligible to recPive 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 fo1 
disability retirement. The waiver is effective only upon approvaJ 
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 request any 
information on file with the Morkcxs' COh•f:>~n!tetieu di,i~ielli-State 

ensation mutual insurance fund concerning the duty-relatea--­
accident. If no 2nformat1on is available, the board may request 
and the dioi3ieft state fund shall provide an investigative report 
on the disabling acc2dent." 

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 one-twelfth of the compensation 

received by the member during the last 12 months of such 
compensation multiplied by the smaller of six or tl1e number of 
years of his creditable service; provided, however, th~tt this 
portion of the death benefit is not payable if thP bnanl receiv~s 
a certification from the liiOriH!:t ~' ~em~Cn3al!ie">ll ~ i u i.,·u 1"1-~ 
slal!e ef li~"~a11~ state compensation mutual insuru.nce fu:1d 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 

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

Section 58. Sect ion 19-1 3-6 01, MCA, is amended to read: 
"19-13-601. Deduction remitted to firemen's association 

member's contributions. (11 Each ernploy~r 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 th~ 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 association when 
representing members of the plan. 

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

(3) If a member receives compensation under the provisions 
of the Workers' Compensation Act, Title )q, chapter 71, t-he 
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 basPrt on the 
total compensation received by the member from his employer and 
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from ~ workers• compensation 8iuieieA during the period of 

disability. (4) Each employer, pursuant to section 414 (h) (2) of the 
federal Internal Revenue Code, as amended and applicable an July 
1, 1987, shall pick up and pay the contributions which would be 
payable by the member under subsection (21 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 
upon a distribution from the retirement system. These 
contributions must become part of 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 compensation 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."" 

Renumber: subsequent sections 

32. Page 49, line 7. 
Strike: "and" 
Following: •through" 
Strike: "12" 
Insert: •11, 44, and 45" 

33. Page 49, line 10. 
Strike: "and" 
Following: "through" 
Strike: "12" 
Insert: "11, 44, and 45" 

34. Page 49, line 15. 
Strike: "13" 
Insert: "12" 

35. Page 49, line 11. 
Strike: "13" 
Insert: "12" 

36. Page 49, line 19. 
Following: line 18 
Insert: " ( 11" 

37. Page 49, line 24. 
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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: line 7 
Insert: "NEW SECTION. Section 64. Name change -- code 
commissioner ~nstruct~on. (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 nf labor 
and industry that are not so designated by [this act! 

(3) Wherever it appears in 39-71-205, 39-71-22:.C.: 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: "5-G" 
Strike: "54, 55" 
Insert: "39, 60 through 64" 

40. Page 50, line 11. 
Strike: "and" 
Following: "through" 
Insert: "38, and 40 through" 
Strike: "53" 
Insert: "59" 

41. Page 50, line 13. 
Strike: "55" 
Insert: "63" 
Strike: "October 1, 1989" 
Insert: "January 1, 1990" 
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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) • 

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, 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 DEPARTMENT 

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

i-%5-%~Qi, 2-18-103, 

19-13-601, 33-1-102, 

33-17-502, 33-18-212, 

39-71-201, 39-71-203, 

THROUGH 39-71-308, 

39-71-704. 39-71-901, 

19-3-1002. 19-3-1007, 19-3-1202, 

33-2-119. 33-16-1005. 33-16-1011, 

37-72-101, 39-1-103, 39-71-116, 

39-71-206, 39-71-207, 39-71-306 

39-71-403. 39-71-421, 39-71-604, 

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, ANB 39-72-310, 50-71-102, AND 50-73-102, MCA; 

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

PROVIDING EFFECTIVE DATES." 

STATEMENT OF INTENT 

A statement of intent is required 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 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 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 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 fund adopt 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. 
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Te--r~rth~r-~n~~re-the-sol~eney-oE-tfte-~~a~e-ftlndr-it-~s-not 

~~e-wer~ers~-eem~ensation-insttrer-of--tas~--resortr--as--the 

state--£~nd--presentiy--tso The new state fund would net be 

bound to insure all employers who apply to it for workers' 

compensation coverage,--exeept--£or AND SHALL INSURE state 

agencies. it--eo~id--refuse--to--insttre--en---em~Yoyer---~t 

eonsi~ered-a-poor-risk• 

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. 

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. 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' 
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compensation and occupational disease coverage with a 

nonprofit, independent public corporation. ~he-~tate-£~~d-i~ 

a--dome~tie--mttt~ai--insnrer~--ft--i~--not THE STATE FUND IS 

required to insure any employer in this state requesting 

coverage, and it may NOT refuse coverage for an employer; 

e~ee~t-a-~tate-age~ey,-that-the-~tate-E~nd-determi"e~-to--be 

a-bad-ri~k UNLESS AN ASSIGNED RISK PLAN IS ESTABLISHED UNDER . . ---------

(SECTION 12] AND IS IN 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 adequate reserves. For the purpose of keeping the state 

fund solvent, it must implement sa£ety--pro9ram~ 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. 

NEW SECTION. Section 2. Definitions. Unless the 

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

i~ !ll the following definitions apply: 

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

compensation mutual insurance fund provided for in [section 

3 J. 

( 2) "Department" means the 

administration provided for in 2-15-1001. 

13) "Executive director" means the 

-4-
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officer of the state compensation mutual insurance fund. 

(4) 11 State fund" means the state compensation mutual 

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 of directors of the state compensation mutual 

insurance fund. 

(2) The board is 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 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 oE 4 years. The 

terms of board members must be staggered. A member of the 

board may serve no more than two 4-year terms. A member 

shall hold office until a successor 1s appointed and 

qualified. 

( 7) The boe:rd--±~--de~~91"le:ted--a~ M!:::Mtn.:HS MUST BE 

APPOINTED AND COMPENSATED IN THE SAME MANNER AS MEMBERS OF a 
-------~---- ------~-

quasi-judicial board for--the--ptl~po~es--of AS PROVIDED IN 

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

member be an attorney does nat 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 nonprofit, 

independent public corporation established for the 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 vested solely 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 convenient in the exerc1se of any 
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state fund, 

fund or in 

connection with the insurance business to be carried on 

under the provisions of [sections 1, 2, and 4 through l~ 

11], 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 i~ 

g). 

NEW SECTION. Section &. Personal liability excluded. 

The members of t~e board, the executive director, and 

employees of the state fund are not liable personally, 

any debt or obligation either jointly or severally, for 

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, in connection with the 

coverage, provide employers' liability insurance. The state 

fund may charge a minimum yearly premium to cover its 

administrative costs for coverage of a small employer. 

(2) sue and be sued; 

{3) adopt, amend, and repeal rules relating 

conduct of its business; 

(4) enter into contracts relating 

administration of the state fund, including 

management, servicing, and payment; 

(5) collect and disburse money received; 

to the 

to the 

claims 

(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 

to 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 fund are the sole property of the state fund and must 

be used exclusively for 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 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, 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 l. 

(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 %~ !ll and 

reeo~nized~in-t~eetion-~~+. 

( 3) ~h~ IF AN ASSIGNED RISK PLAN IS ESTABLISHED AND 
---~----- -~-

~Q~~~l§TERED PURSUANT TO [SECTION 12], THE state fund is 

subject to the premium tax liability for insurers as 

provided in 33-2-705 BASED ON EARNED PREMIUM AND --~AI~~ 

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 fund shall 

assume liability for all outstanding claims and indebtedness 

of the previously existing state fund. 

NEW-SEE~feN.--Sec4+en-12.--Hnf~nded--liabili~y.--rlt-f~ 

i3-reco9nized-at-the~da~e-or-cr·eation-o£-the-~tate-fund-that 

there-exist~-an-unfunded-iiability-that-is-be±ng-assumed--by 

th~---new±y---creaeed---3tate---£und--£or--tne--prio~--~tate 

eompen~at±on--in~~~anee--£~ne~s--±±abiZity--fo~---industria± 

±n;~~±e~--and--oee~pationa±~-d±~eases-that-oee~rred-pr±o~-to 

d~ly-±,-±98~o-Te-a~~i~t-the-~eate-fttnd--±n--a±Yeviating--the 
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ttn£anded-%±abiiity,-tne-pr~m~am-taxes-coiieeted-by-the-state 

£rem--the-foiiowing-sott~ees-mast-be-transferre~-to-the-newly 

ereated-state-fand~ 

tet--the-state-fHftd7 

tbt--excess-or-ret~~ara~ee--poiieies--on--~~~f-in~orers 

writinq--covera:ge--ef'l-·a-self-insttrer..Ls-worlter~.L-eompel'!isat-ion 

program-ander-compensation-pian-Noo-17-and 

tet--pr-ivate--in~ttranee---earr-iers---writ±n9---workers..L 

eompensat±on-±nsaranee-ander-eompeneat-ion-pian-Hoo-%• 

tit--~he-prem±am-taxes-mast-be-tra:neferred-to-the-state 

fond--for-peyment-of-the-anfanded-1-iab±±±tyo-~he-premiam-tax 

payments-mast-eontinae-antil-the-ttf'lfanded-iiabi%~ty-hs~-b~~~ 

pa±d,-at-w~±eh-e±m~-th~-premi~m-~ax~~-mtl~t-be--paid--to--ehe 

generel-fttftdo 

NEW SECTION. Section 12. Assigned risk plan. ( 1) 'i'he 

eemmi~sioner-of-ift~tlrafte~--she~l--promui9s~e 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 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. 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 NOT 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 commissioner 

of insurance may suspend or revoke the insurer's authority 

to issue workers' compensation eovera9e-eontraet~ INSURANCE 

POLICIES in this state. 

(4) IF AN ASSIGNED RISK P~AN IS ESTABLISH~D AND IN 

EFFECT, THE STATE FUND,. PLAN NO. 3, IS NOT REQUIRED TO 

INSURE ANY EMPLOYER IN THIS STATE REQU~STING 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 REQUIRED BY 

THIS CHAPT~R 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 PROC~DURE ESTABLISHED BY THE COMMI SS lONER POR .THE 

EQUJ TABU~ Af'I'ORT IONMECNT OF COVERAGE. 
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Section 13. 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 11 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 di~ision 

DEPARTMENT o£-workers~-~ompe"~at±en prior to July l 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; 

(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 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 

(f) a brother or sister under the age of 18 years if 

dependent upon the decedent for support at the time oE the 

injury (however, such a brother or sister is a beneficiary 

only until the age of 18 years and only when 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, profession, 

of the employer. 

or occupation 

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

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

( 5) 11 Days" means calendar day:;;:, unless otherwise 

specified. 

(6) "Department'' means the department of labor and 

industry. 

tTt--uB~~~~~enn---means---the---div±sion---ef--worker~~ 

eompensation-±n~ttranee-eomplianee-o£·the-department-oE-labor 

and-inrl~stry-provided-£or-~n-%-l5-~To~~ 

tB-till "Fiscal yea[,. means the period of time between 

July l and the succeeding June 30. 

t9ti!1_ "Insurer" means an 

compensation plan No. 1, an insurance 

business under compensation plan 
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eompens8tion-ins~ranee fund under compensation plan No. 3, 

or the uninsured employers• fund provided for in part 5 of 

this chapter. 

ti8till "Invalid" means one who is physically or 

mentally incapacitated. 

fll:tl.!.QJ_ ••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. 

tli!tl!.!l 11 0rder" means any decision, rule, direction, 

requirement, or standard of the division DEPARTMENT or any 

ather determination Qtrived at or decision made by the 

di~i~ion DEPARTMENT. 

tBt1!11 "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, lhdt 

an estimate may be made by the divieie" 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 d~vi~ion 

DEPARTMENT, as the case may actually be, on December 31 of 

such current year. 

tHti!ll "Permanent partial disability" means a 
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condition, 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 

(b) 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. 

tl5t.!...!!l "Permanent total disability" means a condition 

resulting from inJury as defined in this chapter, after a 

worker reaches maximum h~aling, in which a worker is unable 

to return to work in the worker's job pool after exhausting 

all options set forth in 39-71-1012. 

fl6-t~ The term "physician" includes "surgeon" and in 

either case means one authorized by law to practice his 

profession in this state. 

fi9-t~ 'l'he "plant of the employer" includes the place 

of business of a third person while the employer has access 

to or control over such place of business for the purpose of 

carrying on his usual trade, business, or occupation. 

ti8t...l!_2_l 11 Public corporation" means the state or any 

county, municipal corporation, school district, city, city 

under commission form of government or special charter, 

town, or village. 

ti9tJ...!!l 11 Reasonably safe place to work" means that the 

place of employment has been made as free from danger to the 
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the nature of the 

and appliances'' are 

adapted to and are 

reasonably safe for use for the particular purpose for which 

they are furnished. 

tritll.Ql "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. 

ti!i!t~ ''Year", unless otherwise specified, means 

calendar year.'' 

Section 14. Section 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 various occupational 

safety acts the di•i~ion DEPARTMENT must administer are to 

be paid upon lawful appropriation. The following mo~eys 

money collected by the division DEPARTMENT ~~a±± must be 

deposited in the state treasury to the credit of the 

workers' compensation administrative fund and ~hBii must be 

used for the administrative expenses of the divi!Sio~ 

DEPARTMENT: 
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fees and penalties provided in 39-71-205 and 

fees paid for inspection of boilers and 

licenses to operating engineers as required by 

(c) all fees paid from an assessment on each plan No. 

employer, plan No. 2 insurer, and plan No. 3, the state 

~~Stlranee fund. The assessments !5haii 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 

~na:t:t ~ be less than $200. The assessments ~~ail ~ug 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 prJper accounting and cost 

allocation procedures. Plan No. 3 ~hair 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 

preceding fiscal year, ~halT must 

unexpended 

be used 

costs before levying the assessments. 
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(2) The administration fund snail must be debited with 

expenses incurred by the di¥ision 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 div±s±en DEPARTMENT 

either within or without the state. 

(3) Disbursements from the administration money shall 

must be made after being approved by the division DEPARTMENT 

upon claim therefor .... 

Section 15. Section 39-71-203, MCA, is amended to 

read: 

"39-71-203. Powers of division DEPARTMENT -- rules 

staffing. (1) The divis~en DEPARTMENT is hereby vested with 

full power, authority, and jurisdiction to do and perform 

any and all things,-wneeher-here~~-speeifieally-des~gne~ed 

or-±n-addition-~here~o, 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 

cut the provisions of this chapter. 

t3t--~he--divisien-shall-empioy-s~£fieieft~-per~onnel-to 

ellew-*e-to-meet-~he-elaims-preee~~~ng--qoei~--eo"~ained--in 

39-~l-694·--~he--div±eion--~heil-impiement-~~affi"~-pa~tern~ 
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the~-are-s~ppor~ed-by-indieatore-of-wor~ioad.--~he-open-f±le 

is-~fte-vor~load-indieator-for--eleim~--proee~~in9,--and--the 

n~mber--of--open--elaims-per-elaims-examiner-may-not-be-less 

than-3SB.-~he-eiaims--stlpport--staf£,--±nel~dtn9--the--fi±e, 

mediea±--pay 1--and-new-elaim~-tlnit~,-may-not-exeeed-two-P~Es 

per-eiaims-examiner.--Phe--edmini~tra~~·e--6nd--~nderwritin9 

staffing--m~~t--be--ba~ed--en--~he--~tlmber-o£-premittm-payin9 

poiieyholder~--and--may--ftot--exeeed--~.4--F~E~--per---1,996 

poii:eyholderso 

t4t--The--divi~i:on-admini~~ra~or-sh6%%-sttbmi~-a-revised 

operaeion-piftn-~o-tne-bttd9et-off±ee-£o~-review-and--approva± 

and-to-ehe-le9islat±ve-finanee-eomm±ttee-for-review-wheneve~ 

inereases--or--deereaees-of-~taff-are-neee~3ary-to-impleme~t 

the-provisione-of-~ttbseetion-t3t• 

t5t--Fttnds-from-~he-state-spee±al-reventle-ftlnd-sha±±-be 

tteed-to-implement-ettbseetion-t3t•" 

Section 16. Section 39-71-206, MCA, is amended to 

read: 

"39-71-206. Legal adv±~er~ ad"'tiser ADVISERS of 

division DEPARTMENT and s~~te fund. tit The attorney general 

shall-be is the legal adviser of the division DEPARTMENT and 

the state fund and shall represent it either entity in all 

proceedings vhene¥er--so if requested by the division 

DEPARTMENT or st~_t_~--~~-~ any-member-thereof. THE BfYfSfSN 

DEPARTMENT AND STA'J'§__ __ FUND MAY EMPLOY OTf:I§__H_ _A~'TORNEYS OR 
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LEGAL ADVISERS AS THEY CONSIDER NECESSARY. 

trt--~he-d±~±~±on-may,-in-e~e-±nves~i9ation-8nd-defen~e 

o£-ease~-ttnder-p~an-No~-3-of-the-Wo~~ers~-eompen~a~+on--Aet, 

emproy--stteh--otner--attorney--or--ieqai-ad~±~er-as-±t-deems 

neeessary-and--pey--for--the--same--otlt--o£--the--±ndttstria! 

+nsttranee-aeeottnt-±n-the-expendable-trttst-fttnd7'' 

Section 17. section 39-71-306, MCA, is amended to 

read: 

"39-71-306. Plan-one-employers-and-pian--two--insttrers 

Insurers to file dttplieete--reeeipts SUMMARY REPORTS OF 

BENEFITS paid for injuries and statements of medical 

expenditures. Every employer-eominq-ander-the-prov±s±ons-ef 

eompensat±on-plan-No.-1-and-every-±~~tt~e~-eom±ng--ttnder--the 

pro~±~±o~s--o£--eem~e~~at±on-pia~-Hoo-2 insurer shall, on or 

before the 15th day of each and every month, file with the 

diYi~±on DEPARTMENT: 

(1) e~pi±eate-reee±pt~ 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, surgical, and hospital services 

for injured workers and for the burial of deceased workers.'' 

Section 18. Section 39-71-307, MCA, is amended to 

read: 

•]9-71-307. Employers and insurers to file reports of 
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accidents. (1) Every employer o£-%abor and every insurer is 

hereby required to file with the d~vi~ion DEPA~MEN1, under 

~tteh d~v±~ion DEPARTMENT rules a~-the-d±v~~~on-may-from-t±me 

to--time--ma~e, 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 ~tten 

per~o~ the employee. Stleh The reports ~~ail must be 

furnished to the di~±sion DEPARTMENT in ~tten the form and 
- --

~tteh detail as the div~~te~ DEPARTMENT shall-~f~~m--time--te 

time--pre~eribe prescribes and ~nal±--me~e ~~~ ___ provide 

specific answers to all questiOils required by the diwi~ion 

DEPARTMENT under its rules~~-exeept,-in-eas~-ne Howe~_if 

~ employee EMPLOYER is unable to answer any-3tieh-qtle~t±ons 7 
a-good-and-~ttff±e±ent-reeson-s~ail-be-giwen-for-~tleh-~at~tt~e 

a question, he shall state the reason he is unable to 

answer. 

(2) Every ±n~tlranee---eompeny insurer transacting 

business under this chapter shall, at the t1me and in the 

manner prescribed by the dtyis±on ~:PARTMENT, make and file 

with the di~±~ion DEPARTMENT SHeh the reports of accidents 

as the di¥i~iott DEPARTMENT rn.ay-reqttire requires." 

Section 19. Section 39-71-308, MCA, is arne nded to 

read: 

•39-71-108. Neglect or refusal of public corporation 

to file payroll reports -- arbitrary assessment by diY±~~Oft 
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DEPARTMENT. Whenever-any If a public corporation insured by 

the state eolllp~nsath~~ft-inst~raftee fund neqlects or refuses to 

file prescribed payroll reports of its employees, the 

d~vision DEPARTMENT may levy an arbitrary assessment upon 

s~eh the public corporation in an amount of $75 for each 

Stlei'l assessment .:....7-wh±eh--~~sessments--she:i:l: The ___ assessment 

must be collected in the manner provided in this chapter for 

the collection of assessments." 

Section 20. Section 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, ~na~%--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 ~hal~-be ~ 

considered to be ordinary and necessary expense of the 

agency, and the agency shall make appropriation of and pay 

s~eh the sums into the state eompe"~~~iort-±rts~ra"ee 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, insurer; or plan No. 3, state ~nsttranee 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. l is subject to 

the same provisions as a 

compensation plan No. 1. 

private employer electing 

(3) A public 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 administration of the fund. 

(4) All money in the fund established under subsection 

(3) not needed to meet irrunediate expenditures must be 

invested by the governing body of the public corporation, 

and all proceeds of the investment shall be credited to the 

fund. n 

Section 21. section 39-71-421, MCA, is amended to 

read: 

-24- SB 428 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

l2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0428/03 

•39-71-421. Financial incentives to institute safety 

programs. The--~tate--eompe~satioft-iftstlranee-£Hndr-p±an-Noo 

3,-and-private Pr~~-~~ iftSHrers,-plan-No.--~, INSURERS may 

provide financia~ incentives to an employer who implements a 

formal safety program. The-in~Hranee-eHrrier An insurer may 

provide to an employer a premium discount that reflects the 

degree of risk diminished by the implemented safety 

program." 

Section 22. sect ion 39-71-60 4, MCA, is amended to 

read: 

•39-71-604. Application for compensation. (1) Where !f 

a worker is entitled to benefits under this chapter, the 

worker shall file with the insurer or the di~i~ion 

DEPARTMENT all reasonable information needed by the insurer 

to determine compensability. It is the duty of the worker 1 s 

attending physician to lend all necessary assistance in 

making application for compensation and such proof of other 

matters as may be required by the rules of the di~i~ie~ 

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 someone in their behalf shall 

file a claim with the insurer or the d~¥i~io~ 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 divi~ion 

DEPARTMENT. ------

t3t--Phe--9os±-o£-tn~-divi~ien-i~-to-p~oee~~-atT-e~oim~ 

~o~-eompen~ation-within-l4-day~-B£ter-~~i~ial-aeeeptanee--er 

iiabiiity-£or-8-e~a~m~·· 

Section 23. Section 39-71-704, MCA, is .:::mended to 

read: 

"39-71-704. Payment of medical, hospitaL, and related 

services fee schedules and hospital rdle~-... (:) In 

addition to the compensation provided by this chapter and as 

an additional benefit separate and apart from ccmpe~sa~ion, 

the following ~"a~~ must be furnished: 

[a) 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, reasonable hospital services and medicines when 

needed, and such other treatment as may be approved by the 

di~i~±en ~EPARTMEN~ 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 cour~e of employment. 
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( 2) A relative value fee schedule for medical, 

chiropractic, and paramedical services provided for in this 

chapter, excluding hospital services, s~a~t must be 

established annually by the workers~--eompensa~ion d±~±~±on 

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 eem~e~~8t±on 

±n~~ra~ee 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 8!1/!S!SN DEPARTMENT. 

The divi~ion DEPARTMENT shall adopt rules establishing 

relative unit 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 ~ho!t ~ be modeled on the 1974 revision 

of 'the 1969 California Relative Value Studies. 

(3) Beginning January 1, 1988, the di~i~ion DEPARTMENT 

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 divi~ion DEPARTMENT may coordinate this ratesetting 

function with other public agencies that have similar 
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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. 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 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 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 

d.:i:111ision DEPARTMENT o£---wo~ke~~i---eompensation to an ---- -·--

individual who is vocationally handicapped. 

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

Section 25. Section 39-71-908, MCA, is amended to 

read: 

•]9-71-908. Notification of fund of its potential 
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liability under pa~t -- review by fund. Not less than 90 or 

more than 150 days before the expiration of 104 weeks after 

the date of injury, the @Mpioyer,-e8rrier,-or-the-ine~~~r%a± 

i"8tlranee-ftlnd 7-a~-~he-eaee-may-be7 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 employer,--earr~er,--er--±ndtt~tr±ai 

insttranee-fttnd insurer has regarding the accident and the 

nature and extent of the injury ar1d disability.'' 

Section 26. Section 39-71-910, MCA, is amended to 

read: 

"39-71-910. 

liability under 

Procedure for resolving disputes as to 

part. (1) If an employee was employed or 

retained in employment under the provisions of this part and 

a dispute or controversy arises as to payment of benefits or 

the liability therefor, the division DEPARTMENT shall hold a 

hearing and [esolve all disputes. On motion made in writing 

by the empioyer7--earrie~7--er--i"dtt~tr±ar--in~aranee-£and 

insurer, the administrator shall join the fund as a party 

defendant. 

(2) The divisio~ 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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name~ of the employee and the empioyer ins~~e! and the date 

of the alleged injury or disability. The fund named as a 

defendant ~hall--have ~a~ 10 days after the date of 

notification to file objections to being named as a party 

defendant. On the date ot 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 emp~oye~ 

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 em~loyer 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 em~loyer,-ea~~i~~r-or-i~d~~tr±a±-i"~~ranee 

£~nd insurer to make payments on behalf of the fund does not 

impose an independent liability on the emp~oyer 7 -e~rr±er,-or 
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~nthsstria!:-~rtsttrttftee-fl:tftd insurer." 

Section 28. Section 39-71-913, MCA, is amended to 

read: 

"39-71-911. Payments by fund directly to persons 

entitled. If the employery--carrier,--or--the--ind~striat 

~ftsHranee--£ttnd 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. Manner of electing -- contract or policy 

of insurance -- payment of premium. The d~¥is~on state fund 

shall prescribe the procedure by which empteyers an emp~oyer 

may elect to be bound by compensation plan No. 3, the 

effective time of sHeft the election, and the manner in which 

eHeh the election is terminated for reasons other than 

default in payment of premiums. Every employer electing to 

be bound by compensation plan No. 3 shall must receive from 

the div±sioft state fund a contract or policy of insurance in 

a form approved by the dtvteion DEPARTMENT. The premium 

th~r~on--ehs~~ must be paid by the employer to the division 

state fund at such times as the d±v±s±en--shali--preseribe 

state fund prescribes and shall must be paid over by the 

divisioft state fund to the state treasurer to the credit of 

the ind~stria±--ins~ranee--expendab±e--tr~st state m~tual 
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insuranee fund." 

Section 30. Section 39-71-2307,' MCA, is amended to 

read: 

"39-71-2307. Cancellation of coverage ~n0er-plan-£or 

defa~it -- thirty days• notice required. The div±sion--is 

~ereby-a~thorized-±n-±t~-discretion-to state fund may cancel 

an employer's right to operate under plan No. 3 of the 

Workers' Compensation Act for failure to pay the premiums 

due 9R--BEEA95E--9P--A--S%6N%Pl€AN~--€HAN6E--%N~-b%ABlbl~Y 

BKP9SHRE. When the di~±~±on-ma~es-an-order-eancei±ng ~ 

fund cancels an employer's r±ght-for-faiitlre-to-pay~pr~mittms 

COVERAGE, the--di~is±on 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. 11 

Section 31. Section 39-71-2308, MCA, is amended to 

read: 

"39-71-2308. Collection in case of default. {1) If any 

an employer under plan No. 3 shali-de£atllt ~faults in any 

payment to the d±vision state fund, the sta~e fund may 

collect the sum due mny-be-eo±lee~ed-by-aft-ae~to~-at-iaw in 

a civil action in the name of the slate:,-aftd-~tleh-ri~ht--o£ 

aetio"-shail-be The right of acti~~ i~ cumulative. 

{2) When If 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-division-in-ies-rlisere~ion the state 

fund finds that the property and assets of the employer are 

not sufficient to pay the premiums, the division state fund 

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, 

read: 

"39-71-2321. What to be 

insttranee---expendab%e---trtt~t 

deposited 

STATE fund. 

is amended to 

in indttstria! 

All premiums, 

penalties, recoveries by subrogation, interest earned upon 

money belonging to the state fund, and securities acquired 

by or through use of money shall must be deposited in the 

indtts~riai-insttranee-expendabie-tr~st state fund." 

Section 33. Section 39-71-2322, MCA, is amended to 

read: 

"39-71-2322. Money in ±nd~~tria±-±n~~ranee state fund 

held in trust -- disposition of funds upon repeal of 

chapter. The money~ money coming into the iftdtt~t~ia% 

±n~tt~~ftee--expeftdab%e-tr~~t state fund ~ha~% must be held in 

trust for the purpose for which stleft-moneys-were the money 

was collected~7--anrl--i£-this-ehapter-shail-be-herea£ter If 

this chapter is repealed, ~Heh-moneys-shall-be the money is 

subject to ~nch the disposition as-may-be provided by the 

legislature repealing this chapter. In de£anit-o£--stteh the 
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absence of a legislative provision, distribution thereof 

~hal~ mu~~ be in accordance with the justice of the matter, 

due regard being had to obligations of compensation incurred 

and existing.'' 

Section 34. Section 39-71-2323, MCA, 1 s amended to 

read: 

"39-71-2323. Surplus in indtl~t~ta+-----~n~ttr6ftee 

expendabie--t~tt~t state fund payment of dividends. If at 

the end of any fiscal year there exists in the ±nd~~triai 

tnstl~anee--expendebie--t~ttst 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 d±v±~±on state fund may declare a dividend 

in sneh the manner as the rules of the di~±~ion-moy ~ate 

fund prescribe to those employers who have paid premiums 

into the ±ndttstrial-±n~ttranee-expendable-trttst state fund in 

excess of liabilities 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 

division 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, 1s amended to 

read: 

•]9-71-2325. Bivi~~en State fund to keep accounts of 
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segregations. The di¥±~±o~ state fund shall keep an accurate 

account of all eueh the segregations of the in~~striai 

tnsttrane~--expeftd8bie-~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 %ndttstri8l----inettranee 

expendebre-trttst state fund to be credited to fund 

improper use a felony. All earnings made by the indtteeriol 

in~ttranee-expendable-erHst state fund by reason of interest 

paid for the deposit thereof or otherwise ehell 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 ~ha%±-eons~i~tlte is a felony~ and-on 

eon~iction-thereof-~~all--sobjeet--t"e--persen--maktng--~tlch 

~ro£it--to-imprt~o~me~t-in-t~~-state-penitentiary-£or-a-eerm 

not-exceedin~-~-year~-or-a-£~ne-not-exceed±ng-$5,999-or-both 

~tteh-fine-and-impri~onment. 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 bot~~" 

Section 37. Section 39-72-201, MCA, is amended to 
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read: 

•39-72-201. Administration of chapter. This chapter 

~naii-be is administered by the division DEPARTMENT e£ 

worJ.ter~J.-eompen~at:±on. ,, 

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 t~±tie-39,--ehapte~--~%,--pert 

~it, every insurer w~~t~~9-worke~~J.-eompert~at±en-eoverage 

under compensation plan No. 2 t~it%e-39,--ehapter--f±y--part 

~~t. and the state eompen~ation--in~ttranee fund under 

compensation plan No. 3 t~±tie-39,-cnapter-~±,-part-23t, all 

provided for under the Workers' Compensation Act, are 

considered to also provide full coverage for claims under 

this chapter. Any policy of insurance for workers' 

compensation coverage under the Workers' Compensation Act 

written by a private insurance carrier or the state 

eompen~at±o~--±n~~ranee fund is considered to provide full 

occupational disease coverage under the provisions of this 

chapter. 

( 2) Except as provided in this chapter, the d±~±~±on 

DEPARTMENT shall apply the appropriate provisions of Title 

39, chapter 71, parts 21, 22, and 23, to the administration 

of The Occupational Disease Acl of Montund 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, 

other receipts held by the rltvtsten 

any premiums 

state fund 

and 

for 

occupational disease insurance coverage ~kaii must be 

transferred e~d-beeome-par~-of to the workers' compensation 

industrial insurance account, and payments for occupational 

disease claims by the state fund ~~a±T must be paid out of 

the industrial insurance account.'• 

and 

Section 39. Section 2-18-103, MCA, is amended to read: 

"2-18-103. 

2 do not 

Officers and employees excepted. Parts l 

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; 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

ather 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; 
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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 blind under 

the authority of the state board of public education; 

(10) teachers under the authority of the department 

institutions; 

of 

(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 oil and gas conservation; a~d 

(13) assistant director for security of the Montana 

state lottery; and 

(14} executive director and employe~s _?~the state 

compensation mutual insurance fund.'' 

Section 40. Section 33-17-502, MCA, is amended to 

read: 

"33-17-502~ Prohibition on holding out as consultant 

receiving fee~ 11) Any persc1 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 him~elf out in any 

manner as having particular insurance qualifications 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 contract that 

results in whole or part from that information, 

recommendation, advice, or services~-or 

tet--e--duly--i~eeft~ed--ea~~~lty--iftsuranee--a~e~t--who 

eeeept~-a-fee-£rem-aft--±nsured--for--plaeement--throttgh--the 

~tate--eempeneat~oft--m~tuat--±ft~uranee--£und--a~-provided-in 
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33-18-H%." 

Section 41. Section 33-16-212, MCA, is amended to 

read: 

"33-18-212~ Illegal dealing in premiums improper 

charges for insurance. (1) Ho ~ person shall may not 

willfully collect any sum as premium or charge for 

insurance, which insurQnce 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 ~ person shall 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, or rates are nol required by this 

code to be so filed and approved, such premiums ar1d charges 

shalt ~ not be in excess of or less than those specified 

in the policy and as fixed by the insurer. This provision 

shall ~ 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 

~ha~~ ~not be deemed considt·t~~ 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 life 

insurance or for reinstatement of a life insurance policy. 

~he-prov±sion-o£--e~±s--~tlbs~eeion--does--not--p~eh±b±t--the 

eol±eetion-£~em-a~-instlred-o£-a-plaeement-£ee,-not-to-exeeed 

T-lf~%--~f--t~e--anntiai--premi~m,--£o~-pl~eement-tkrotl9h-the 

~tate-eompensation-m~toel-±nstlranee-f~nd-by-a-dttly--lieen~ed 

eastlalty--±nsttranee--agent.--~hi~--plaeement--Eee--is--not-a 

premi~m-as-de£ined-in-33-l5-l9%o 

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

punishable under 33-1-104.'' 

Sec~ieR-~--s~e~ion--~-~5-~r9?r--M€Ar--~~--am~nd~d--~o 

read-:-

u~-l5-l~e~~--Bivisien----of----wor~er5~----eempen~ation 

insu~anee--co~piianee ----heado--t±t-There-±~-a-d±vi~ion-of 

workers~--eempen~a~ion instlranee--eemp±±anee wit:hift---tfo!e 

department.--TfoJ.e-division-head-±5-an-ad~inistretor-appointed 

by--the--go~erner--as--are--direetor~--in--aeeordanee---with 

%-%5-ttt. 

trt--The--div±sio~--i~--alloeated-to-the-department-for 

administrative-p~rposes--on~y--as--pre~eribed--in--%-15-l~t. 

However,--the--division--may--hire--its--own--per~onnel 7-and 

%-%5-±z±tzttdt-doe~-not-apply•" 

Section 42. Section 2-15-1014, MCA, is amended to 

read: 
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"2-15-1014. Office of worke~s' compensation judge -­

allocation --appointment -- salary~ {1) There is the office 

of workers' compensation judge. The office is allocaLed to 

the department of 8d~ini~trat±o~ !abor AND !ND~S~RY 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 ~haTT must be 

filled in the same manner as the original appointment. 

(3) To be eligible for workers' compensa~ion judge, a 

person must: 

{a) have the qualifi~ations necessary for district 

court judges found in Article Vlf, section 9, of the Montana 

constitution; 

(b) devote full time to the duties of workers' 

compensati;,n judge and not eng~ge in the private practice of 

law. 

(4) The workers' compensation ludge is entitled to the 

same salary and other emoluments as that of a district judge 

but ~hall must be accorded retirement benefits under the 

public employees' retirement system.'' 

Section 43. Section 39-71-2501, MCA, is amended to 

read: 

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

( 1) "Board 11 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 39-71-401. 

{5) "State fund" means the state compensation MUTUAL 

insurance fund refe~red-te-%ft-39-7i-~39l. 

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

provided for in 39-71-2503. 

{ 7) "Tax account" means the workers' compensation tax 

account created by 39-71-2504. 

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

(Terminates June 30, 

NEW SECTION. SECTION 44. STATE FUND TO SUBMIT NOTICE 

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 BfYISfBH DEPARTMENT THE 

NOTICE OF COVERAGE STATING THE EFFECTIVE DATE OF THE POLICY 

INSURING THE EMPLOYER AND OTHER INFORMATION THE 91\lfSfBN 

DEPARTMENT REQUIRES. 

( 2) THE Bf\lfSfBH Q_F;~ARTM_EN'r MAY ASSESS A PEtj!'\L,'!'J__QE'__IiO 
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MORE THAN $200 AGAINST THE STATE FUND IF, AS A GENERAL 

BUSINESS PRACTICE, THE STATE FUND DOES NOT COMPLY WITH THE 

30-DAY NOTICE REQUIREMENT. 

NEW SECTION. SECTION 45. POLICY 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 SfYlSIBN 

DEPARTMENT AT LEAST 20 DAYS PRIOR TO THE DATE OF 

CANCELLATION. HOWEVER, THE POLICY TERMINATES ON THE 

EFFECTIVE DATE OF A REPLACEMENT OR SUCCEEDING INSURANCE 

POLICY ISSUED TO THE INSURED. NOTHING IN THIS SF.CTION 

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 revocation for violations and 

special grounds a ( 1) The commissioner may, in his 

discretion, suspend or revoke an insurer's certificate of 

authority if, after a hearin9 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 insurec. 
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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 policyholdersl 

(c) failed to accept an equitable apportionment of 

assigned coverage as required by_ ~~-~-:h_~~ T3 !ll· 

(2} The commissioner shall, after a hearing thereon, 

suspend or revoke an insurer's certificate of authurity if 

he finds that the insurer: 

(a) is 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 

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 to the liability of an insured to 

such third person, 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 insu~er 

o~ 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 pe~mitted as to a surplus lines insurer under part 3 of 

this chapter. 

(3) The commissioner may, in his disc~etion and 

without advance notice or a hearing thereon, immediately 

suspend the certificate of authority oE any insurer as to 

which proceedings for receivership, conservatorship, 

rehabilitation, or other delinquenct proceedings have been 

conunenced in any state." 

SECTION 47. SECTION 37-72-101, MC~, 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 worker~~--eompel"lee~ioft--d~vieien 

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 

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) .ud:i"! i3ion 11 ---meal"t~---the---d:i"'±ei:_on--:--=--::_of--wo'f'itef"~.J. 

eompen sat ion-d i vi:~ ion -1: n ~ tt r a" ee-e Olft_E_i i e: "~~ -o£- the-depe: r t:me 1'1 t 

o£--labor--and---ir'ldtl~try---p~ov1:ded---£or---1:n---i-tS-%~9~; 

"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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1 private use of explosives in the removal of stumps and rocks 

2 from land owned by the person using the explosives, except 

3 that the persons exempted from this chapter by this 

4 subsection must comply with rules adopted under 

5 37-72-201(1)(C) and the provisions of 37-72-102 apply to a 

6 violation of those rules by an exempted person. 

7 (4) This chapter does not apply to persons conducting 

8 blasting operations when the persons and operations are 

9 subject to rules adopted under and implementing 

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

11 SECTION 48. SECTION 50-71-102, MCA, IS AMENDED TO 

12 READ: 

13 •s0-71-102. Definitions. Unless the context requires 

14 otherwise, in this chapter, the following definitions apply: 

15 (1) "Amendment" means such modification or change in a 

16 code as shall be intended to be of universal or general 

17 application. 

18 ( 2) "Code" means a standard body of rules for safety 

19 formulated, adopted, and issued by the ~ivisior'l: DEPARTMENT 

20 under the provisions of this chapter. 

21 (3) •aiv±sion•---mea~s---~he---d±~±sion---of--workers~ 

22 eempenset±on-ir'ls~r8nee-eomplia~ee-o£-the-department-of-%eeor 

23 end-ind~stry-provided-£or-in-~-iS-iT9%o "DEPARTMENT" MEANS 

24 THE DEPARTMENT OF LABOR AND INDUSTRY. -----

25 ( 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 code 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, IS AMENDED TO 

READ: 

"50-73~102. Definitions. As used in this chapter, the 

following definitions apply: 

(1) ~a~v±s±e~U---mean~---t~e---d±~±s±on---of--wor~er~~ 

eompen~~t±on-±n~~ra"ee-eompl±Hnee-of-~he-department-o£-±abor 

an.d-indtJ~try-pro"'±ded-for-i:n--i!-±5-i'?&:? 11 DEPARTMENT" ~_EANS 

THE DEPARTMENT OF LABOR AND INDUSTRY and the state coal mine 

inspectors employed by the division 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 of 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 d person 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 10
• 

(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 control of 

a mine under this chapter, means the person, firlit, or body 

corporate which 1s the immediate 

lessee of the plant and, as such, is 

condition and management thereof. 

proprietor as owner or 

responsible to, the 

(8) "Shaft" 

strata which is 

means any 

or may be 

vertical opening through the 

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 incline 

or horizontal way, opening, or tunnel to a seam of coal to 

be used for the same purpose as a shaft." 

SECTION 50. SECTION 39-1-103, MCA, IS AMENDED TO READ: 

M]9-l-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, ~ake depositions or cause same to be 

taken, deputize any citizen 18 years of age vr older to 

serve subpoenas upon witnesses, and issue subpoenas for the 

attendance of witnesses before 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, mill, 

warehouse, elevator, foundry, machine shop, or other 

industrial establishme,\L 

t3t--Ne~hin~--b~rein--contained--sha%%--~n--any--manner 

eon£er--apon--the-eommi~sioner-the-a~thority-to-±nterEere-in 

any-manner-wit~~the-condtlet-o£-the-matters-ander-the-eontro± 

o£--the--workers~--eomp~nsation--division 1--ne~--she±±---rhe 

commis~ione~--be--ehe~ged--with-the-duty-of-enforeing-eny-of 

the-laws-o£-the-s~ete--pe~teining--te--tne--affa~r~--o£--tfte 

workers~--eompensation--division--or-with-the-enforeement-o£ 

the-safety-provisions-o£-the-Workers~-eompensetion-Aet. 

t4till t;othing in this chapter applies to 

violations preempted by feqeral law or regulation. 11 

labor 

SECTION 51. SECTION 39-71-207' MCA, IS AMF.NI1F.D TO 

READ: 

•39-11-~01. Merit system. Employees of the division7 

except-the-administrator, department are included within the 

joint merit system if such inclusion is required for the 

receipt of federal funds by 29 CPR 1902.3(h) or by any other 
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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, locat~d, or to be performed in Montana 

without complying with the applicable provisions of this 

code. 

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

to: 

(a) domestic farm mutual insurers as identified in 

chapter 4, except as stated in chapter 4; 

lb) 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. 

as 

(3) This 

prescribed 

code 

in 

applies to health service corporations 

33-30-102. The existence o[ such 

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

sections of the Montana Code Annotated. 

(4) This code does not apply to health maintenance 

organizations to the extent that the existence and 

operations of such organizations are authorized by chapter 

31. 
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(5) This code does not apply to workers' compensation 

insurance programs provided for in Title 39, chapter 71, 

~8r~~ ~ 21 B"d-~3, and related sections. 

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

group 

part 8. 

insurance program established in Title 2, chapter 18, 

( 7) 

through 

This code does not apply to insurance funded 

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 code does not apply to any arrangement, plan, 

or interlocal agreement between political subdivisions 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 ratin'J organization 
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required exception filings with commissioner. (1) 

Every insurer, e~eep~-the-d±~±~±o"-o£-w~~ke~s~--eompeft~at±e" 

including the state compensation mutual insur.~n~e fund, 

writing workers' compen-;;:;ation 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 effect1ve 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 mdnual rates 

filed under this section. Nothing in this section, however, 

requires adherence by any insurer to any rates eslablished 

or published by any rating organizat on.'' 

SECTION 54. SECTION 33-16-1011' MCA.! IS AMENDED TO 

READ: 

"33-16-1011. 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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private insurance 

carriers writing workers' compensation insurance in .Montana. 

The members must reside in Montana j:ind shall be appointed by 

the .Montana commissione-r o.f insurance. 

(b) one licensed independ_ent insurance agent who 

resi~es in Montana, a_ppointed by the .Montana commissioner of 

insurance; and 

(c) one representative of the d±¥±~io"--of--w~r~ers~ 

eompe"~e:t±O.f'l state compensa.tion mutual insurance fund -who is 

an employee of the d~v±~±o~ state fund and who ~h~~%-be is 

appointed by the admin±~~~ater--o£--tke--d±v±~±o" 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 r.ecommend for appointments .. 

The commissioner of insurance shall give consideration to 

such names submitted before appointments are made. However, 

the commissioner of insurance is nol required to appoint any 
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person from the names submitted. 

(5) The committe_e shall be funded from the opera·tions 

budge·t of t·he r~ting organization .. Conunittee membe·rs may, if 

they request, be paid their actual and necessary travel 

expenses .. " 

SECTION 55. SECTION 19-3-1007, MCA, IS AMENDED TO 

~ 

"l9-3-l!ll07. Allowance 'for .auty-r,ela'ted di..,Wilit,y. '( l) 

The annual amount of retirement allowance paysble to .a 

member eligible for disability retirement for duty-related 

reasons and granted prior to July l, 1977, is 50% of his 

final compensation. However, the annual amount of ret1rement 

allowance is 25% of fi.nal compensation for any pe.riod during 

which the member has been awarded eompen~ation--by--~ne 

workers' compensat~on di-:\d:·~-tef'l:, 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 previously been granted a 

duty-related disability under provisions 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. (l) 

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 39, chapter 71, for the duty-related 

accident may conditionally waive his eligibility for a 

service reti~ement 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 request any 

information on file with the worker~~-compensation-division 

state compensation mutual insurance fund concerning the 

duty-related accident. If no information is available, the 

board may request and the divi~±o~ 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 (J) a~ tallows: 

(1) the member's accLlmulated contributions; 

(2) an amount equal to one-twelfth of ~he 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 t:1e 

board receives a certification from the we~rltet"~..L 

eoMpe~~Bt±oft--dt~±s±o~--e£--e~e--~eate--ot---Mentana state 

compensation mutual ins~~an~~ fund that it is paying 

compensation because the member's death resultb:i from injury 

or disease arising out of or in the course of employment; 

and 

(3) the accumulated interest 011 the amounts in 

subsections (1) and (2) of this section to the first day of 

the month in which the benefit is paid. 11 

SECTION_!j_~-~~ECTION 19-13-601, MC::J'.· IS AMENDED TO 

READ' 

"19-13-601. Deduction remit-..:ed to firemen•s 

association member's contributions. (1) Each employer 

shall retain f[orn 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 accidentdl death 
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and dismemberment insurance policy for members and to defray 

exp.enses incurred by the association when representing 

member~ of the plan. 

{~) The member's contribution to the retirement system 

for each active member is 6\ of his monthly compensation. 

(J) If 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 

sysLem. Contributions made under this section, 19-13-604, 

and 19-13-605 must be based on the tota! compensation 

received by the member from his employer and from the 

workers' compensation di:vi:ei:eft during the period of 

disability. 

(4) Each employer, pursuant to section 4l4(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) 

employer 

retirement 

Tne member's contributions picked up by the 

must be designated for all purposes of the 

system as the member's contributions, except for 

the determination of a tax upon 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 19-13-10~. The 

employe~ shall deduct from the member's compensation an 

amo~nt equal to the ~mount of the member's contributions 

picked up by the employer _,;and remit t_he tot a 1 of the 

cont~ibutions to the board.'' 

NEW SECTION. Section 59. Repealer. Sect ions 

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

39-71-2306, and 39-71-2324, 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 SEC'riON. Section 61. Codification instruction. 

(l) [Sections 1, 2, ond 4 through i~ ll, 44, ANU 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 lZ !}, 

44, AND 4~]. 

(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 3]. 

(3) (Section r3 12) 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 l3 ~2]. 

NEW SECTION. Section 62. Reorganization procedure. 

ill The provisions of sections %-TS-±3! 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 act1 from the state worke~~~ 

compensation INSURANCE fund to the state compensation mutual 

insurance fund. 

(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. 

NEW SECTION. Section 63. Implementation. ( l) 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], functions allocated to the 

workers• compensation state fund provided for in Title 39, 

chapter 71, part 23, by the 51st legislature and not 
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transferred by [this act]. 

NEW SECTION. SECTION 64. NAME CHANGE CODE 

COMMISSIONER INSTRUCTION. ( l) IN_ THE;__~QVISIONS OF THE 

MONTANA CODE ANNOTATED, THE TERMS "DIVISION OF WORKERS' 

C<;lMPENSATION", "DIVISION", AND •:woRKERS' COMPENSATION 

DIVISION", MEANING THE DIVISION OF WORKERS' __ COMPENSATION, 

ARE CHANGED TO "DEPARTMENT OF LABOR AND INDUSTRY" OR 

"DEPARTMENT 11
, MEANING THE "DEPARTMENT OF LABOR AND 

INDUSTRY 11
• 

(2) THE CODE COMMISSIONER SHALL DESIGNATE, IN A MANNER 

CONSISTENT WITH [THIS ACT], WORKERS' COMPE~~ATION ~NSURANCE 

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 [THI~_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 11 TO 11 DEPI\RTMENT", MEANING THE 

DEPARTMENT OF LABOR AND INDUSTRY. 

NEW SECTION. Section 65. Effective dates. ( 1) 

[Sections 3, 7, 58 ,?4,---55 ~0 THROUGH 64, and this 

section] are effective on passage and approval. 

{2) {Sections 1, 2, 4 through 6, and 8 through 38, AND 

40 THROUGH 49 ~ 591 are effective upon signing of the 

-62- SB 428 



SB 0428/03 

1 executive order under [section 59 55 63] or on eetober--%7 

2 1989 JANUARY 1, 1990, whichever occurs earlier. 

-End-
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