
54th Legislature LC0731 .01 

2 INTRODUCED BY ~fff+-~B.~· _,_p ________________________ _ 

3 BY REQUEST OF THE STATE FUND 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING CERTAIN STATE FUND INSURANCE LAWS; 

6 AUTHORIZING THE STATE FUND TO REFUSE WORKERS' COMPENSATION COVERAGE TO AN EMPLOYER 

7 OR AN EMPLOYER'S PRINCIPALS WHO HAVE DEFAULTED ON A STATE FUND OBLIGATION; REPLACING 

8 THE MINIMUM YEARLY PREMIUM WITH A POLICY CHARGE; AUTHORIZING THE ST A TE FUND TO 

9 PROVIDE EMPLOYERS' LIABILITY INSURANCE AS PART OF THE REQUIRED COVERAGE; AUTHORIZING 

10 THE STATE FUND TO CONTRACT WITH PUBLIC OR PRIVATE ENTITIES TO SELL SERVICES AT NOT LESS 

11 THAN COST; MAKING IT OPTIONAL FOR THE STA TE FUND TO BELONG TO A LICENSED RATING 

12 ORGANIZATION; PROHIBITING THE SALE OR DISTRIBUTION OF INFORMATION PROVIDED TO A 

13 WORKERS' COMPENSATION RATING ORGANIZATION; REQUIRING THE STATE FUND TO PROVIDE DATA 

14 TO A RATING ORGANIZATION TO WHICH IT IS NOT A MEMBER; REDUCING TO 20 DAYS THE TIME 

15 REQUIRED FOR NOTIFYING AN EMPLOYER OF THE CANCELLATION OF COVERAGE; AMENDING 

16 SECTIONS 39-71-2311, 39-71-2313, 39-71-2316, AND 39-71-2339, MCA; AND PROVIDING AN 

1 7 EFFECTIVE DA TE." 

18 

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

20 

21 Section 1. Section 39-71-2311, MCA, is amended to read: 

22 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

23 employers #le an option to insure their liability for workers' compensation and occupational disease 

24 coverage with a ffiutual iAsuraAee the state fund. The state fund is reEtuired to iAStHe aAy employer 1n this 

25 state F8Etuesting eovera!Je, and it FAay net roh1se coverage for an eFAployer. The state fund must be neither 

26 more nor less than self-supporting. Premium rates must be set at least annually at a level sufficient to 

27 ensure the adequate funding of the insurance program, including the costs of administration, benefits, and 

28 adequate reserves, during and at the end of the period for which the rates will be in effect. In determining 

29 premium rates, the state fund shall make every effort to adequately predict future costs. When the costs 

30 of a factor influencing rates are unclear and difficult to predict, the state fund shall use a prediction 
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calculated to be more than likely to cover those costs rather than less than likely to cover those costs. 

2 Unnecessary surpluses that are created by the imposition of premiums found to have been set higher than 

3 necessary because of a high estimate of the cost of a factor or factors may be refunded by the declaration 

4 of a dividend as provided in this part. For the purpose of keeping the state fund solvent, it ~ shaU 

5 implement variable pricing levels as provided in 39-71-2341." 
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Section 2. Section 39-71-2313, MCA, is amended to read: 

"39-71-2313. State compensation insurance fund created -- obligation to insure. ill There is a 

state compensation 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. 

(2) The state fund is required to insure any employer in this state who requests coverage, and it 

may not refuse to provide coverage unless an employer or the employer's principals have defaulted on a 

state fund obligation." 

Section 3. Section 39-71-2316, MCA, is amended to read: 

"39-71-2316. Powers of #le state fund. For the purposes of carrying out its functions, 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, as part of the coverage, provide employers' liability 

insurance upon approval of the board. The state fund may eharge a FAiniFAlcJFA yearly f'lFBFAilcJFA to eover its 

adFAinistrative eests for oovora§o of a sFAall eA1f;lloyer, in addition to charging a premium, assess a policy 

charge on each policy issued in order to cover its administrative costs. 

(2) sue and be sued; 

(3) except as provided in section 21, Chapter 4,. Special Laws of May 1990, enter into contracts 

relating to the administration of the state fund, includino claims management, servicing, and payment; 

(4) through contracts with public or private entities, sell full or partial services that are provided 

by and are available through the state fund, including but not limited to safety consultation services, the 

collection of charges or premiums, the processing and payment of medical bills, and the adjustment or 

settlement of claims. Services may not be priced below cost or subsidized by state fund policyholder 
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premiums. 

f4tifil. collect and disburse money received; 

f&}J.fil adopt classifications and charge premiums for the classifications so that the state fund will 

be neither more nor less than self-supporting. Premium rates for classifications may only be adopted and 

changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

chapter 4, parts 2 through 4. After S\tffi the rules have been adopted, the state fund need not follow the 

rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

rate. The state fund ffitfflt may belong to the national council on compensation insurance a workers' 

compensation rating organization and Sflalt may use the classifications of employment adopted by #le 

natianal eounoil a workers' compensation rating organization and corresponding rates as a basis for setting 

its own rates. A workers' compensation rating organization or other person may not, without first obtaining 

the written permission of the employer or the state fund, use, sell, or distribute an employer's specific 

payroll or loss information, including but not limited to experience modification factors. If the state fund is 

not a member of a workers' compensation rating organization, the state fund shall, upon request of a rating 

organization and pursuant to terms and conditions relating to the cost of providing the data and the 

protection of individual privacy rights, report the data in a manner consistent with the rating organization's 

uniform statistical plan and classification system, subject to deviations adopted by the board. 

AAill pay the amounts determined due under a policy of insurance issued by the state fund; 

f-7-H.fil hire personnel; 

~ifil declare dividends if there is an excess of assets over liabilities. However, dividends may not 

be paid until adequate actuarially determined reserves are set aside. If those reserves have been set aside, 

money that can be declared as a dividend must be transferred to the account created by 39-71-2321 for 

claims for injuries resulting from accidents that occurred before July 1, 1990, and used for the purposes 

of that account. After all claims funded by that account have been paid, dividends may be declared and 

paid to insureds. 

AAUQl perform all functions and exercise all powers of a private insurance carrier that are 

necessary, appropriate, or convenient for the administration of the state fund." 

Section 4. Section 39-71-2339, MCA, is amended to read: 

~na Leg/stative council 
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"39-71-2339. Cancellation of coverage·· thifty twenty days' notice required. The state fund may 

2 cancel an employer's coverage under this part for failure to report payroll or pay the pr-,miums due or for 

3 another cause provided in the insurance policy. Cancellation may take effect only by written notice to the 

4 named insured at least~ 20 days prior to the date of cancellation or, in cases of nonreporting of payroll 

5 or nonpayment of a premium, by failure of the employer to submit payroll reports or pay a premium within 

6 ~ 20 days after the due date. The state fund shall notify the department of the names and effective dates 

7 of all policies canceled. However, the policy terminates on the effective date of a replacement or 

8 succeeding insurance policy issued to the insured. ~J0H1iA§ iA tAis This section !)FO'/eAts does not prevent 

9 the state fund from canceling an insurance policy before a replacement policy is issued to the insured. After 

10 the cancellation date, the employer has the same status as an employer who is not enrolled under the 

11 Workers' Compensation Act unless a replacement or succeeding insurance policy has been issued." 

12 

13 NEW SECTION. Section 5. Effective date. [This act] is effective July 1, 1995. 

14 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0374, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act revising State Fund insurance laws; authorizing the State Fund to refuse coverage for 
employers who have defaulted on a State Fund obligation; replacing minimum yearly premium 
with a policy charge to all policy holders; authorizing the State Fund to offer employer' 
liability insurance as part of coverage; authorizing the State Fund to sell services at not 
less than cost of providing the services; making it optional for the State Fund to belong to 
a rating organization; requiring the State Fund to provide data to a rating organization to 
which it is not a member; prohibiting the sale or distribution of information provided to a 
workers' compensation rating organization; reducing the number of days required to notify an 
employer of cancellation of coverage from 30 days to 20 days. 

ASSUMPTIONS: 
1. Sections 1 and 2 of this bill are intended to codify into statute current State Fund 

practice. It applies only of employers and employers principals that have a currently 
unpaid obligation. 

2. The minimum premium established by the State Fund board of directors is currently set 
at $194.00 for the policy year from July 1, 1994 to June 30, 1995. The FY94 premium 
income attributable to the minimum premium was $873,850. In FY94, minimum premium was 
paid by 6,718 policy holders. 

3. The policy charge would be paid by 100% of employers insured by the State Fund. The 
policy charge would be the minimum cost incurred by the State Fund in issuing, 
renewing, and servicing a policy. The cost does not include the costs related to claim 
administration. 

4. Estimated FY95 administrative costs associated with policy charge is $2,711,628. The 
current number of policies covered by the State Fund is 26,216. The policy charge for 
each policy is estimated at between $95 to $103. 

5. The net revenue collected from the policy charge would be offset in revenue 
requirements in individual rate classification. 

6. Estimated cost to information system changes is a one time cost of $25,000. 
7. The State Fund would offer employers' liability coverage in addition to workers' 

compensation, on approval by the board. It is assumed the expenses incurred would be 
offset by the revenue generated. Estimated cost of information systems would be a one 
time cost of between $500,000 to $1,000,000. 

8. 

9. 

10. 

11. 

12. 

The estimated costs for policy amendments and form changes for a policy charge and/or 
issuing employers' liability coverage is $13,795. 
The State Fund would contract to sell services to public and private entities. It is 
assumed that sales of services would not be available until approximately late FY96. 
No estimates of revenue can be made until actual customers are under contract. Net 
Revenue after expenses generated from sales of services would be offset by adjustments 
to premium. Estimated costs for information services changes is $200,000. 
Estimated cost to report data to a rating organization to which the State Fund is not 
a member is $10,000. 
If the State Fund did not belong to a rating organization there would be savings 
estimated at $450,000 in FY96 and $495,000 in FY97. This savings would be offset by 
development costs of rating organization services within the State Fund. 
The change in cancellation notice from 30 days to 20 days would result in reduced risk 
of incurring claims costs during the 10 days. 
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Fiscal Note Request, SB0374, as introduced 
Page 2 
(continued) 

FISCAL IMPACT: 
The general effect of SB0374 would be to enhance the efficiency and effectiveness of State 
Fund operations. Specifically: 
1. Replacement of the minimum annual premium with a policy charge would be revenue 

neutral with respect to total premium income. 
2. Authorization to offer employer's liability insurance would create the potential for 

an additional line of business which, presumably, would be neither more nor less 
than self-supporting but would tend to spread fixed overhead expenses over a broader 
revenue base. 

3. The sale of services to private or public eatities at a profit would subsidize the 
State Fund's core businesses, resulting in downward pressure on premium rates. 

4. State Fund flexibility in belonging to a rating organization or development of its 
own internal rating services would provide options in obtaining the most cost 
effective services. 
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SENATE BILL NO. 374 

INTRODUCED BY HARP 

BY REQUEST OF THE STATE FUND 

SB0374.02 

APPROVED BY COM ON LABOR 
& EMPLOYMENT RELATIONS 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING CERTAIN STATE FUND INSURANCE LAWS; 

6 AUTHORIZING THE STATE FUND TO REFUSE WORKERS' COMPENSATION COVERAGE TO AN EMPLOYER 

7 OR AN EMPLOYER'S PRINCIPALS WHO HAVE DEFAULTED ON A STATE FUND OBLIGATION; REPLACl~lG 

8 Tl-IE Ml~HMldM YEARLY PREMIUM 1NITI-I A POLICY GI-IARGE; AUTHORIZING THE STATE FUND TO 

9 PROVIDE EMPLOYERS' LIABILITY INSURANCE AS PART OF THE REQUIRED COVERAGE; AUTHORIZING 

10 THE STATE FUND TO CONTRACT WITH PUBLIC OR PRIV/\TI;; ENTITIES TO SELL SERVICES AT NOT LESS 

11 THAN COST; MAKl~lG IT OPTlmlAL FOR REQUIRING THE STATE FUND TO BELONG TO A LICENSED 

12 ADVISORY OR RATING ORGANIZATION; PROHIBITING, WITH EXCEPTIONS, THE SALE OR DISTRIBUTION 

13 OF INFORMATION PROVIDED TO A WORKERS' COMPENSATION RA TING ORGANIZATION; R!;;QldlRl~lG 

14 Tl-IE STATE Fld~m TO PROVIEJI;; E),t\TA TO A RATl~IG ORGMHZ/\Tlml TO WI-IIGI-I IT IS ~jQT A Ml;;MBER; 

15 REDUCING TO 20 DAYS THE TIME REQUIRED FOR NOTIFYING AN EMPLOYER OF THE CANCELLATION 

16 OF COVERAGE; AMENDING SECTIONS 39-71-2311, 39-71-2313, 39-71-2316, AND 39-71-2339, MCA; 

17 AND PROVIDING AN EFFECTIVE DATE." 

18 

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

20 

21 Section 1. Section 39-71-2311, MCA, is amended to read: 

22 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

23 employers #te an option to insure their liability for workers' compensation and occupational disease 

24 coverage with a Fftutual iAsuraAee the state fund. Tho state hms is rei:iuires to insi,re ;my eFfl13loyer iA this 

25 state rei:iuestin§ sovora§O, BAS it Fflay Aot re!uso eovera§e for aA eFfl13loyer. The state fund must be neither 

26 more nor less than self-supporting. Premium rates must be set at least annually at a level sufficient to 

27 ensure the adequate funding of the insurance program, including the costs of administration, benefits, and 

28 adequate reserves, during and at the end of the period for which the rates will be in effect. In determining 

29 premium rates, the state fund -shall make every effort to adequately predict future costs. When the costs 

30 of a factor influencing rates are unclear and difficult to predict, the state fund shall use a prediction 
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calculated to be more than likely to cover those costs rather than less than likely to cover those costs. 

Unnecessary surpluses that are created by the imposition of premiums found to have been set higher than 

necessary because of a high estimate of the cost of a factor or factors may be refunded by the declaration 

of a dividend as provided in this part. For the purpose c,f keeping the state fund solvent, it ffltlSt shall 

implement variable pricing levels as provided in 39-71-2341." 

Section 2. Section 39-71-2313, MCA, is amended to read: 

"39-71-2313. State compensation insurance fund created -- obligation to insure. ill There is a 

state compensation 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. 

(2) The state fund is required to insure any employer in this state who requests coverage, and it 

may not refuse to provide coverage unless an employer or the employer's principals have defaulted on a 

state fund obligation AND THE DEFAULT REMAINS UNSATISFIED." 

Section 3. Section 39-71-2316, MCA, is amended to read: 

"39-71-2316. Powers of 4he state fund. For the purposes of carrying out its functions, 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, as part of the coverage, provide RELATED employers' 

liability insurance upon approval of the board. The state fund may charge a minimum yearly premium te 

ce•,er its asministrative easts fer eeverage ef a small eR'lpleyor, in assitien te ohar§ina a preR'liuR'I, assess 

a pelicv char§e en eaoh polio•( issues in erser te cover its administrative easts CHARGE A MINIMUM 

YEARLY PREMIUM TO COVER ITS ADMINISTRATIVE COSTS FOR COVERAGE OF A SMALL EMPLOYER. 

(2) sue and be sued; 

(3) except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

relating to the administration of the state fund, including claims management, servicing, and payment; 

(4) through contracts with public or private entities, sell full or partial services that are provided 

by and are available through the state fund, including but not limited to safety consultation services, the 

collection of charges or premiums, the processing and payment of medical bills, and the adjustment or 

~na Leg/slatlve counc/1 
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1 settlement of claims. Services may not be priced below cost or subsidized by state fund policyholder 

2 premiums. 

3 f4Hfil collect and disburse money received; 

4 ™1fil adopt classifications and charge premiums for the classifications so that the state fund will 

5 be neither more nor less than self-supporting. Premium rates for classifications may only be adopted and 

6 changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

7 chapter 4, parts 2 through 4. After~ the rules have been adopted, the state fund need not follow the 

8 rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

9 case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

10 rate. The state fund mlffit !!!!!:'t IS REQUIRED TO belong to the natienal oeunoil en oeffipensatien insuranee 

11 a LICENSED workers' compensation fatiflq ADVISORY organization OR A LICENSED WORKERS' 

12 COMPENSATION RA TING ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, and sJ:\aU may use 

13 the classifications of employment adopted by the natienal oeunoil a THE DESIGNATED workers' 

14 compensation fatiflq ADVISORY organization OR A LICENSED WORKERS' COMPENSATION RATING 

15 ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, and corresponding rates as a basis for setting 

16 its own rates. A EXCEPT AS PROVIDED IN TITLE 33, CHAPTER 16, PART 10, A workers' compensation 

17 fatiflq ADVISORY organization OR A LICENSED WORKERS' COMPENSATION RATING ORGANIZATION 

18 UNDER TITLE 33, CHAPTER 16, PART 4, or other person may not, without first obtaining the written 

19 permission of the employer er the state fund, use, sell, or distribute an employer's specific payroll or loss 

20 information, including but not limited to experience modification factors. If the state fund is net a ffieffiber 

21 of a workers' ooffiaensation ratina srganicatien. the stats fund shall. 1,JJ38n F8§1,J8St ef a rating eraanizatien 

22 and 13ursuant ta terffis and eenditiens relating to the east ef arevidina tho data and the areteetien ef 

23 indi¥idual arivae'( riahts, reaert the data in a ffianner oensistent with the ratina organization's unifem1 

24 statistioal alan and olassifieatien system, subject te de•.-iatiens adeated by the beard. 

25 ~J.ll. pay the amounts determined due under a policy of insurance issued by the state fund; 

26 f+H.fil hire personnel; 

27 fSJ-ifil declare dividends if there is an excess of assets over liabilities. However, dividends may not 

28 be paid until adequate actuarially determined reserves are set aside. If those reserves have been set aside, 

29 money that can be declared as a dividend must be transferred to the account created by 39-71-2321 for 

30 claims for injuries resulting from accidents that occurred before July 1, 1990, and used for the purposes 

~na Leg/stative council 
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1 of that account. After all claims funded by that account have been paid, dividends may be declared and 

2 paid to insureds. 

3 f8H.!.Ql. perform all functions and exercise all powers of a private insurance carrier that are 

4 necessary, appropriate, or convenient for the administration of the state fund." 

5 

6 Section 4. Section 39-71-2339, MCA, is amended to read: 

7 "39-71-2339. Cancellation of coverage -- thifty !_wenty days' notice required. The state fund may 

8 cancel an employer's coverage under this part for failure to report payroll or pay the premiums due or for 

9 another cause provided in the insurance policy. Cancellation may take effect only by written notice to the 

1 O named insured at least ~ 20 days prior to the date of cancellation or, in cases of nonreporting of payroll 

11 or nonpayment of a premium, by failure of the employer to submit payroll reports or pay a premium within 

12 ~ 20 days after the due date. The state fund shall notify the department of the names and effective dates 

13 of all policies canceled. However, the policy terminates on the effective date of a replacement or 

14 succeeding insurance policy issued to the insured. ~lathinf! in this This section !3FeYents does not prevent 

15 the state fund from canceling an insurance policy before a replacement policy is issued to the insured. After 

16 the cancellation date, the employer has the same status as an employer who is not enrolled under the 

17 Workers' Compensation Act unless a replacement or succeeding insurance policy has been issued." 

18 

19 NEW SECTION. SECTION 5. COORDINATION INSTRUCTION. IF [THIS ACT] IS PASSED AND 

20 APPROVED AND IF IT AMENDS 39-71-2316, THEN SENATE BILL NO. 21 IS VOID. 

21 

22 

23 

NEW SECTION. Section 6. Effective date. [This act] is effective July 1, 1995. 

-END-
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SENATE BILL NO. 374 

INTRODUCED BY HARP 

BY REQUEST OF THE STATE FUND 

SB0374.03 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING CERTAIN STATE FUND INSURANCE LAWS; 

6 AUTHORIZING THE STATE FUND TO REFUSE WORKERS' COMPENSATION COVERAGE TO AN EMPLOYER 

7 OR AN EMPLOYER'S PRINCIPALS WHO HAVE DEFAULTED ON A STATE FUND OBLIGATION; REPLACING 

8 Tl-IE MINIMUM YEARLY PREMIUM WITI-I A POLICY CI-IARGE; REPLACING THE MINIMUM YEARLY 

9 PREMIUM WITH A POLICY CHARGE; AUTHORIZING THE STATE FUND TO PROVIDE EMPLOYERS' 

10 LIABILITY INSURANCE AS PART OF THE REQUIRED COVERAGE; AUTHORIZING THE STATE FUND TO 

11 CONTRACT WITH PUBLIC OR PRIVATE ENTITIES TO SELL SERVICES AT NOT LESS THAN COST; MAKING 

12 IT OPTlmlAL i;'OR REQUIRING THE STATE FUND TO BELONG TO A LICENSED ADVISORY OR RATING 

13 ORGANIZATION; PROHIBITING, WITH EXCEPTIONS, THE SALE OR DISTRIBUTION OF INFORMATION 

14 PROVIDED TO A WORKERS' COMPENSATION RATING ORGANIZATION; REQUIRING Tl-IE STATE i;'UNO 

15 TO PROVIDE DATA TO A RATl~IG ORGANIZ/\TIO~l TO WI-IIGI-I IT IS ~lOT A MEMBER; REDUCING TO 20 

16 DAYS THE TIME REQUIRED FOR NOTIFYING AN EMPLOYER OF THE CANCELLATION OF COVERAGE; 

17 AMENDING SECTIONS 39-71-2311, 39-71-2313, 39-71-2316, AND 39-71-2339, MCA; AND PROVIDING 

18 AN EFFECTIVE DATE." 

19 

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

21 

22 Section 1. Section 39-71-2311, MCA, is amended to read: 

23 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

24 employers ffie an option to insure their liability for workers' compensation and occupational disease 

25 coverage with a FAutual insuranee the state fund. nio state iuna is reEjuireEl te insure an~· eFAflloyer in this 

26 state reEjuestin§ eovern§e, ans it FAav not refuse oovera§o for an eA'tfllevor. The state fund must be neither 

27 more nor less than self-supporting. Premium rates must be set at least annually at a level sufficient to 

28 ens1..1re the adequate funding of the insurance program, including the costs of administration, benefits, and 

29 adequate reserves, during and at the end of the period for which the rates will be in effect. In determining 

30 premium rates, the state fund shall make every effort to adequately predict future costs. When the costs 
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of a factor influencing rates are unclear and difficult to predict, the state fund shall use a prediction 

2 calculated to be more than likely to cover those costs rather than less than likely to cover those costs. 

3 Unnecessary surpluses that are created by the imposition of premiums found to have been set higher than 

4 necessary because of a high estimate of the cost of a factor or factors may be refunded by the declaration 

5 of a dividend as provided in this part. For the purpose of keeping the state fund solvent, it ffillSt shall 

6 implement variable pricing levels as provided in 39-71-2341." 

7 

8 Section 2. Section 39-71-2313, MCA, is amended to read: 

9 "39-71-2313. State compensation insurance fund created -- obligation to insure. ill There is a 

1 O state compensation insurance fund known as the state fund that is a nonprofit, independent public 

11 corporation established for the purpose of allowing an option for employers to insure their liability for 

12 workers' compensation and occupational disease coverage under this chapter. 

13 (2) The state fund is required to insure any employer in this state who requests coverage, and it 

14 may not refuse to provide coverage unless an employer or the employer's principals have defaulted on a 

15 state fund obligation AND THE DEFAULT REMAINS UNSATISFIED." 

16 

17 Section 3. Section 39-71-2316, MCA, is amended to read: 

18 "39-71-2316. Powers of the state fund. For the purposes of carrying out its functions, the state 

19 fund may: 

20 { 1) insure any employer for workers' compensation and occupational disease liability as the 

21 coverage is required by the laws of this state and, as part of the coverage, provide RELATED employers' 

22 liability insurance upon approval of the board. The state fund may oAar!!Je a ffliAiffl1:1PA yearl~• 13reff1i1:1ffl ta 

23 ee·ter its adR:iiAistrati,·e easts fer eeYerage ef a small 0R'lJ:1loyer, iR adelitioA to oAargiA§ a preR:iil:IFR, assess 

24 a polie•t ohargo OR eaeh pelio·t issued iA order ta ee•ter its adPAiRistrati\•e easts CHARGE A Ml~IIMUM 

25 YEARLY PREMIUM TO COVER ITS AEJMl~IISTR/\TIVE COSTS FOR COVERAGE OF A SMALL EMPLOYER, 

26 IN ADDITION TO CHARGING A PREMIUM, ASSESS A POLICY CHARGE ON EACH POLICY ISSUED IN 

27 ORDER TO COVER ITS ADMINISTRATIVE COSTS. 

28 (2) sue and be sued; 

29 (3) except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

30 relating to the administration of the state fund, including claims management, servicing, and payment; 

~na Legtstatt11e counctt 
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(4) through contracts with public or private entities, sell full or partial services that are provided 

2 by and are available through the state fund, including but not limited to safety consultation services, the 

3 collection of charges or premiums, the processing and payment of medical bills, and the adjustment or 

4 settlement of claims. Services may not be priced below cost or subsidized by state fund policyholder 

5 premiums. 

6 f4Hfil collect and disburse money received; 

7 f&Hfil adopt classifications and charge premiums for the classifications so that the state fund will 

8 be neither more nor less than self-supporting. Premium rates for classifications may only be adopted and 

9 changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

10 chapter 4, parts 2 through 4. After 5-Heft the rules have been adopted, the state fund need not follow the 

11 rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

12 case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

13 rate. The state fund ffi\:ISt ~ IS REQUIRED TO belong to the national eo1:1neil ori eornpensatien ins1:1ranse 

14 a LICENSED workers' compensation Filttffl ADVISORY organization OR A LICENSED WORKERS' 

15 COMPENSATION RATING ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, and SRal+ may use 

16 the classifications of employment adopted by the natienal oe1:1neil a THE DESIGNATED workers' 

17 compensation H@flE¼ ADVISORY organization OR A LICENSED WORKERS' COMPENSATION RATING 

18 ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, and corresponding rates as a basis for setting 

19 its own rates. A EXCEPT AS PROVIDED IN TITLE 33, CHAPTER 16, PART 10, A workers' compensation 

20 H@flE¼ ADVISORY organization OR A LICENSED WORKERS' COMPENSATION RATING ORGANIZATION 

21 UNDER TITLE 33, CHAPTER 16, PART 4, or other person may not, without first obtaining the written 

22 permission of the employer or the state fuml. use, sell, or distribute an employer's specific payroll or loss 

23 information, including but not limited to experience modification factors. If the state fund is net a rnemlrnr 

24 of a y,•orl<ers' eemeensatien ratina eraanicatien, the state fund shall, 1:1eon reg1:1est of a ratina oraanication 

25 and pursuant te terms and eonelitions relating to the east of previdin!J the data and the preteetion of 

26 indi..,idl:lal pri..,aey riahts, resort tho data in a manner eonsistent with the retina oraanication's 1:1niferm 

27 statistieal plan and elassifieatien system, subjeet te de,•iations aelepted by the eeard. 

28 AAill pay the amounts determined due under a policy of insurance issued by the state fund; 

29 ++H.fil hire personnel; 

30 f&tifil declare dividends if there is an excess of assets over liabilities. However, dividends may not 

~na Legislative coundl 
- 3 - SB 374 



54th Legislature SB0374.03 

be paid until adequate actuarially determined reserves are set aside. If those reserves have been set aside, 

2 money that can be declared as a dividend must be transferred to the account created by 39-71-2321 for 

3 claims for injuries resulting from accidents that occurred before July 1, 1990, and used for the purposes 

4 of that account. After all claims funded by that account have been paid, dividends may be declared and 

5 paid to insureds. 

6 fB!-1.lQl perform all functions and exercise all powers of a private insurance carrier that are 

7 necessary, appropriate, or convenient for the administration of the state fund." 

8 

9 Section 4. Section 39-71-2339, MCA, is amended to read: 

10 "39-71-2339. Cancellation of coverage -- thiftv- twenty days' notice required. The state fund may 

11 cancel an employer's coverage under this part for failure to report payroll or pay the premiums due or for 

12 another cause provided in the insurance policy. Cancellation may take effect only by written notice to the 

13 named insured at least~ 20 days prior to the date of cancellation or, in cases of nonreporting of payroll 

14 or nonpayment of a premium, by failure of the employer to submit payroll reports or pay a premium within 

15 ~ 20 days after the due date. The state fund shall notify the department of the names and effective dates 

16 of all policies canceled. However, the policy terminates on the effective date of a replacement or 

17 succeeding insurance policy issued to the insured. NethiA!J iA ti'lis This section 13re~eAts does not prevent 

18 the state fund from canceling an insurance policy before a replacement policy is issued to the insured. After 

19 the cancellation date, the employer has the same status as an employer who is not enrolled under the 

20 Workers' Compensation Act unless a replacement or succeeding insurance policy has been issued." 

21 

22 NEW SECTION. SECTION 5. COORDINATION INSTRUCTION. IF [THIS ACT] IS PASSED AND 

23 APPROVED AND IF IT AMENDS 39-71-2316, THEN SENATE BILL NO. 21 IS VOID. 

24 

25 NEW SECTION. Section 6. Effective date. [This act] is effective July 1, 1995. 

26 -END-

~na Le11lstatlve Council 
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HOUSE STANDING COMMITTEE REPORT 

March 9, .1995 

Page 1 of 2 

Mr. Speaker: We, the committee on Business and Labor report that Senate Bill 374 (third 

reading copy -- blue) be concurred in as amended. 

And, that such amendments read: 

1. Title, lines 8 and 9. 
Following: "CIIAR:GE," 

Carried by: Rep. Simon 

Strike: remainder of line 8 through "CHARGE" on line 9 
Insert: "PROVIDING THE STATE FUND BOARD OF DIRECTORS WITH 

DISCRETION TO ASSESS A POLICY CHARGE, A MINIMUM PREMIUM, OR 
BOTH, IN LIEU OF A MINIMUM YEARLY PREMIUM" 

2. Title, lines 10 and 11. 
Following: "COVERAGE;" 
Strike: remainder of line 10 through "COST;'' on line ll 

3. Page 2, line 5. 
Strike: "it" 
Following: "~" 
Insert: "the state fund'' 

4. Page 2, line 6. 
Following: "39-71-2341" 
Insert: "and the board of directors may, in its discretion, 

assess a policy charge, a minimum premium, or both" 

SB 374 
Co&teeVP,: 
Yes , Noc . HOUSE 



5. Page 2, line 22 
Following: "board." 
Strike: "The state fund may" 

6. Page 2, lines 25 through 27. 
Strike: ''," on line 25 through ''COSTS.'' on line 27 

7. Page 3, lines 1 through 5. 
Strike: subsection (4) in its entirety 
Renumber: subsequent subsections 

8. Page 3, lines 17 and 18. 
Following: "organization" on line 17 

March 9, 1995 
Page 2 of 2 

Strike: remainder of line 17 through "PART 4," on line 18 
Insert: '', as provided in Title 33, chapter 16, part 10,'' 

-END-

551405SC.Hbk 
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SENATE BILL NO. 374 

INTRODUCED BY HARP 

BY REQUEST OF THE STATE FUND 

SB0374.04 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING CERTAIN STATE FUND INSURANCE LAWS; 

6 AUTHORIZING THE STATE FUND TO REFUSE WORKERS' COMPENSATION COVERAGE TO AN EMPLOYER 

7 OR AN EMPLOYER'S PRINCIPALS WHO HAVE DEFAULTED ON A STATE FUND OBLiGATION; REPLACING 

8 THE MINIMUM YEARLY PREMIUM WITH A POLICY CHARGE; REPLAGl~lG Tl-IE rnNIMUM YEARLY 

9 PREMIUM WITI-I A POLICY CHARGE PROVIDING THE STATE FUND BOARD OF DIRECTORS WITH 

10 DISCRETION TO ASSESS A POLICY CHARGE, A MINIMUM PREMIUM, OR BOTH, IN LIEU OF A MINIMUM 

11 YEARLY PREMIUM; AUTHORIZING THE STATE FUND TO PROVIDE EMPLOYERS' LIABILITY INSURANCE 

12 AS PART OF THE REQUIRED COVERAGE; AUTI-IORIZl~JG Tl-IE STATE FUND TO CO~lTRACT WITH PUBLIC 

13 OR PRIVATE E~fflTIES TO SELL SERVICES AT NOT LESS TI-IA~l COST; MAKING IT OPTIO~lAL i;:oR 

14 REQUIRING THE STATE FUND TO BELONG TO A LICENSED ADVISORY OR RATING ORGANIZATION; 

15 PROHIBITING, WITH EXCEPTIONS, THE SALE OR DISTRIBUTION OF INFORMATION PROVIDED TO A 

16 WORKERS' COMPENSATION RATING ORGANIZATION; REQUIRING Tl-IE STATE FUND TO PROVIDe-OA--+A 

17 TO A RATl~lG ORGA~JIZATlmJ TO WI-IIGI-I IT IS NOT A MEMBER; REDUCING TO 20 DAYS THE TIME 

18 REQUIRED FOR NOTIFYING AN EMPLOYER OF THE CANCELLATION OF COVERAGE; AMENDING 

19 SECTIONS 39-71-2311, 39-71-2313, 39-71-2316, AND 39-71-2339, MCA; AND PROVIDING AN 

20 EFFECTIVE DA TE." 

21 

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

23 

24 Section 1. Section 39-71-2311, MCA, is amended to read: 

25 "39-71-2311. Intent and purpose of plan. It is the intent and purpose of the state fund to allow 

26 employers ffie an option to insure their liability for workers' compensation and occupational disease 

27 coverage with a Fl'IUtual insuranee the state fund. TAO sMte fund is required to insure any eFl'lployer in tAis 

28 state requestin!J ee•rera!Je, and it Fl'lay not refuse eovera!je fer an eFl'lployer. The state fund must be neither 

29 more nor less than self-supporting. Premium rates must be set at least annually at a level sufficient to 

30 ensure the adequate funding of the insurance program, including the costs of administration, benefits, and 

~na Leg/stative council 
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adequate reserves, during and at the end of the period for which the rates will be in effect. In determining 

2 premium rates, the state fund shall make every effort to adequately predict future costs. When the costs 

3 of a factor influencing rates are unclear and difficult to predict, the state fund shall use a prediction 

4 calculated to be more than likely to cover those costs rather than less than likely to cover those costs. 

5 Unnecessary surpluses that are created by the imposition of premiums found to have been set higher than 

6 necessary because of a high estimate of the cost of a factor or factors may be refunded by the declaration 

7 of a dividend as provided in this part. For the purpose of keeping the state fund solvent, ttffitfflt THE STATE 

8 FUND shall implement variable pricing levels as provided in 39-71-2341 AND THE BOARD OF DIRECTORS 

9 MAY, IN ITS DISCRETION, ASSESS A POLICY CHARGE. A MINIMUM PREMIUM, OR BOTH." 

10 

11 Section 2. Section 39-71-2313, MCA, is amended to read: 

12 "39-71-2313. State compensation insurance fund created -- obligation to insure. ill There is a 

13 state compensation insurance fund known as the state fund that is a nonprofit, independent public 

14 corporation established for the purpose of allowing an option for employers to insure their liability for 

15 workers' compensation and occupational disease coverage under this chapter. 

16 (2) The state fund is required to insure any employer in this state who requests coverage, and it 

17 may not refuse to provide coverage unless an employer or the employer's principals have defaulted on a 

18 state fund obligation AND THE DEFAULT REMAINS UNSATISFIED." 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 3. Section 39-71-2316, MCA, is amended to read: 

"39-71-2316. Powers of the state fund. For the purposes of carrying out its functions, 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, as part of the coverage, provide RELATED employers' 

liability insurance upon approval of the board. The sta!e funs FRay ehaFge a FRiniFRi,JFR yeaFI•~ J3FeFRiwn to 

eever its aElFRinistFative easts foF eoverage of a SFRall em13loyeF, in aElElition to ohaFaina a preFRii,JFR, assess 

a poliey eharae on eaeh aoliey iSSl,lOB in order to eo•,er its adFRinistrati~'e oosts CHARGE A MINIMUM 

YEARLY PREMIUM TO GOVER ITS ADMl~IISTR/\TIVE COSTS FOR COVERAGE OF/\ SMALL EMPLOYER 

IN ADDITIO~l TO CMARGll>IG A PREMIUM, ASSESS A POLICY GMARGE O~I EAGI-I POLICY ISSUED 1~1 

ORDER TO COVER ITS ADMINISTRATIVE COSTS. 

~na Ler,tstattve counctl 
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(2) sue and be sued; 

2 (3) except as provided in section 21, Chapter 4, Special Laws of May 1990, enter into contracts 

3 relating to the administration of the state fund, including claim5 management, servicing, and payment; 

4 (4) through eontraets with auelie or arivate entities, sell fuli or aartial serviees that are arovisos 

5 by and are a11ailable through the state tund, inel, rrling but not limited -te safety eonsultafion -·,·ices, tho 

6 celleotion of eharges or aremiums, the processing ans aayAlent of mosieal bills, ans the asjustment or 

7 se-ttjoment of el aims. Serv1ce5 ;nay not be arises below east or suesisizes by state fund polieyholder 

8 aremiums. 

9 ~ collect and disburse money received; 

1 O ~ adopt classifications and charge premiums for the classifications so that the state fund 

11 will be neither more nor less than self-supporting. Premium rates for classifications may only be adopted 

12 and changed using a process, a procedure, formulas, and factors set forth in rules adopted under Title 2, 

13 chapter 4, parts 2 through 4. After SH£H the rules have been adopted, the state fund need not follow the 

14 rulemaking provisions of Title 2, chapter 4, when changing classifications and premium rates. The contested 

15 case rights and provisions of Title 2, chapter 4, do not apply to an employer's classification or premium 

16 rate. The state fund ffitlSt ™ IS REQUIRED TO belong to the national eouneil on eomr;ensation insuranee 

17 a LICENSED workers' compensation f-atifitt ADVISORY organization OR A LICENSED WORKERS' 

18 COMPENSATION RATING ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, and &flall may use 

19 the classifications of employment adopted by the national eouneil a THE DESIGNATED workers' 

20 compensation f-atifitt ADVISORY organization OR A LIGE~ISEEJ 1NORKERS' COMPENSATIO~I RATl~IG 

21 ORGMJIZATlml U~IDER TITLE 33, CI-IAPTER 16, PART 4,, AS PROVIDED IN TITLE 33, CHAPTER 16, 

22 PART 10 and corresponding rates as a basis for setting its own rates. A EXCEPT AS PROVIDED IN TITLE 

23 33, CHAPTER 16, PART 10, A workers' compensation Hffif1Et ADVISORY organization OR A LICENSED 

24 WORKERS' COMPENSATION RATING ORGANIZATION UNDER TITLE 33, CHAPTER 16, PART 4, or other 

25 person may not, without first obtaining the written permission of the employer er the state fund, use, sell, 

26 or distribute an employer's specific payroll or loss information, including but not limited to experience 

27 modification factors. If the state fund is not a rneFfll3er of a worl(ers' eomaensation rating organization, the 

28 state funs shall, uaen reauest of a rating organization ans aursuant to terms and eensitions relatinEJ to the 

29 eost of arevising the data and the aroteetion of individual arivaey· rights, reaort the sata in a manner 

30 eonsistent with the ratiA§ organization's uniform statistioal alan and elassifieation system, suejeet to 

~na Legislative Council 
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de.,.iatiens ade13ted ay tl=le bearEl. 

2 te+ffi1.fil pay the amounts determined due under a policy of insurance issued by the state fund; 

3 f.7.)@.J.lJ. hire personnel; 

4 ~ declare dividends if there is an excess of assets over liabilities. However, dividends may 

5 not be paid until adequate actuarially determined reserves are set aside. If those reserves have been set 

6 aside, money that can _be declared as a dividend must be transferred to the account created by 39-71-2321 

7 for claims for in1uries resulting from accidents that occurred before July 1, 1990, and used for the purposes 

8 of that account. After all claims funded by that account have been paid, dividends may be declared and 

9 paid to insureds. 

1 O (9)(10)(9) perform all functions and exercise all powers of a private insurance carrier that are 

11 necessary, appropriate, or convenient for the administration of the state fund." 

12 

13 Section 4. Section 39-71-2339, MCA, is amended to read: 

14 "39-71-2339. Cancellation of coverage -- thiffy twenty days' notice required. The state fund may 

15 cancel an employer's coverage under this part for failure to report payroll or pay the premiums due or for 

16 another cause provided in the insurance policy. Cancellation may take effect only by written notice to the 

17 named insured at least~ 20 days prior to the date of cancellation or, in cases of nonreporting of payroll 

18 or nonpayment of a premium, by failure of the employer to submit payroll reports or pay a premium within 

19 ~ 20 days after the due date. The state fund shall notifv the department of the names and effective dates 

20 of all policies canceled. However, the policy terminates on the effective date of a replacement or 

21 succeeding insurance policy issued to the insured. Notl=lin§ in tl=lis This section pre•tents does not prevent 

22 the state fund from canceling an insurance policy before a replacement policy is issued to the insured. After 

23 the cancellation date, the employer has the same status as an employer who is not enrolled under the 

24 Workers' Compensation Act unless a replacement or succeeding insurance policy has been issued." 

25 

26 NEW SECTION. SECTION 5. COORDINATION INSTRUCTION. IF [THIS ACT] IS PASSED AND 

27 APPROVED AND IF IT AMENDS 39-71-2316, THEN SENATE BILL NO. 21 IS VOID. 

28 

29 

30 

NEW SECTION. Section 6. Effective date. [This act] is effective July 1, 1995. 

-END-
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