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ABill for an Act entitled: "An Act revising laws relating to the

Mont ana state fund; authorizing the state of Montana to obtain
wor kers' conpensation coverage under plan No. 1, plan No. 2, or
plan No. 3; authorizing the Montana state fund to insure its

enpl oyees under plan No. 3 if the departnent of adm nistration

el ects coverage for other state agencies under plans No. 1 or No.
2; authorizing the Montana state fund to contract with the
departnment of admnistration to serve as a third-party
admnistrator if the departnment of adm nistration el ects coverage
for state agencies under plan No. 1; and anmendi ng sections 39-71-

403, 39-71-2201, and 39-71-2316, MCA."

Be it enacted by the Legislature of the State of Mntana:

NEW SECTI ON.  Section 1. Election of plan No. 1 by

departnment of adm nistration -- rulemaking. (1) If the
departnent of adm nistration elects coverage under conpensation
plan No. 1 as provided in 39-71-403, the departnment of
adm ni stration:

(a) shall use a conpetitive bidding process to elect the
pl an; and

(b) is subject, as a plan No. 1 insurer, to the provisions

of Title 39, chapter 71, except parts 21 and 26.
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(2) After electing coverage under conpensation plan No. 1
the departnent of adm nistration shall:

(a) ensure that the plan is operated in an actuarially
sound manner and that the plan nmaintains reserves sufficient to
i quidate incurred but not yet reported claimliability;

(b) issue separate notices of coverage to state agencies,
subj ect to the provisions of [section 2];

(c) establish a self-insurance workers' conpensation
proprietary fund type to be used only to:

(1) pay clainms for conpensation and benefits provided for
in this chapter and for actual and necessary expenses required
for the efficient admnistration of clains and for equi pnent or
prograns to reduce the incidence of clains;

(1i) discharge all liabilities that are reasonably incurred
during the fiscal year for which the election is effective. The
time limt of this subsection (2)(c)(ii) does not apply to
liabilities accrued for the conpensation and benefits under
subsection (2)(c)(i), which may extend for nore than 1 year.

(1i1) pay the costs of reinsurance or the costs associated
with the sale and i ssuance of bonds or notes provided for in this
section, including debt service; and

(1v) pay assessnents required under this chapter for any
other plan No. 1 insurer.

(3) The departnent of adm nistration may:

(a) purchase reinsurance;

(b) <contract with a third-party adm ni strator;

(c) through the board of investnents, issue bonds or notes
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to cover unfunded liabilities caused by a catastrophic event or
for the purpose of establishing, in whole or in part, the
sel f-insurance workers' conpensation proprietary fund provided
for under subsection (2)(c). Bonds or notes issued under this
subsection (3)(c) do not constitute a general obligation of the
state of Montana and are not general obligation bonds. The bonds
or notes nmust be paid for wwth the proceeds fromthe proprietary

fund established under subsection (2)(c).

(d) adopt rules to inplenent the provisions of this section.

NEW SECTI ON.  Section 2. State conpensation insurance fund

options. If the departnment of adm nistration el ects coverage
under plan No. 1 or plan No. 2 under the provisions of 39-71-403,
the state conpensation insurance fund created under 39-71-2313
may choose to provide and manage workers' conpensation coverage
for its enployees under plan No. 3. For the purposes of this
chapter, upon exercising the option under this section, the state
conpensation insurance fund is the enployer and the terns,

condi tions, and provisions of plan No. 3 are exclusive,

conpul sory, and obligatory upon both the enployer and the

enpl oyee.

Section 3. Section 39-71-403, MCA, is anended to read:
"39-71-403. Pranthree—exctustveftor—state—agenetes—
electton—of—plan—-bypubHe—corporations State agency coverage --

public corporation coverage -- financing of self-insurance fund

-- exenption for university system-- definitions -- rul emaking.
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(1) (a) Except as provided in [section 2] and subsection (5);—++F

this section, the departnent of adninistration shall el ect

wor kers' conpensati on i nsurance coverage on behalf of all state

agenci es and manage the coverage under the terns, conditions, and

provi si ons of conpensation plan No. 1, plan No. 2, or plan No. 3.

The department of adnministration shall el ect one conpensati on

pl an applicable to all state agencies. The state agency is the

enpl oyer for purposes of the compensati on pl an sel ect ed pur suant

to this section. Any suns necessary to be paid under the

provi sions of this chapter by a state agency are considered to be
ordi nary and necessary expenses of the state agency. The state
agency shall pay the suns inAto—the—state—+fund at the tinme and in
t he manner provided for in this chapter, notw thstandi ng that the
state agency nmay have failed to anticipate the ordinary and
necessary expense in a budget, estimte of expenses,
appropriations, ordi nances, or otherw se.

(b) (i) Subjeet—to—subseetion-{5—thedepartrnent—of
agmAt-stratt+on—provided—+or—+n—2-15-1061,—shatt—ranage The

departnent of admi nistration shall el ect coverage under one

conpensation plan to provide workers' conpensation insurance

coverage for all state agencies except the state conpensation

i nsurance fund if the state conpensati on i nsurance fund exerci ses

the option in [section 2]. The plan sel ected by the departnent of

adm nistration is to be exclusive, conpul sory, and obligatory
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upon both the enpl oyer and the enpl oyee.
(i1) The state—+und insurer for the selected plan shal
provi de the departnment of adm nistration with all information

regardi ng the state agencies' coverage.

(ti1) Notw thstanding the status of a state agency as
enpl oyer in subsection (1)(a) and contingent upon nut ual
agreenent between the departnent of adm nistration and the state

fone—the——state—fund plan No. 2 or plan No. 3 insurer, the plan

No. 2 or plan No. 3 insurer shall issue one or nore policies for

all state agencies.

(tv) In any year in which the workers' conpensation prem um
due froma state agency is lower than in the previous year, the
appropriation for that state agency nust be reduced by the sane
anount that the workers' conpensation prem umwas reduced and the
difference nust be returned to the originating fund instead of
being applied to other purposes by the state agency submtting
the prem um

(2) (a) (i) A public corporation—ether—than—astate
ageney— may el ect coverage under conpensation plan No. 1, plan
No. 2, or plan No. 3, separately or jointly with any other public

cor por at i on;—ether—than—astate—-ageney or wwth the departnent of

adm ni stration as provided in subsection (2)(a)(ii).

(ii) The departnent of adm nistration on behalf of all state

agenci es, except as provided in [section 2], may join with a

public corporation to el ect coverage under conpensati on pl an No.

1, 2, or 3. Until notes or bonds described in [section 1(3)(c)]

and subsection (3)(a) of this section are fully paid, the funds
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described in [section 1(2)(c)] and subsection (3)(a) of this

section nust renmai n separate.

(b) A public corporation, if electing coverage under

conpensation plan No. 1, may purchase reinsurance or issue bonds
or notes pursuant to subsection (3)(b). A public corporation
el ecting conpensation plan No. 1 is subject to the sane
provi sions as a private enployer el ecting conpensation plan No.
1

(3) (a) A public corporation;—other—than—astate—agency,

that elects coverage under plan No. 1 may establish a fund

sufficient to pay the conpensation and benefits provided for in
this chapter and to discharge all liabilities that are reasonably
incurred during the fiscal year for which the election is
effective. Proceeds fromthe fund smutst may be used only to pay
clains covered by this chapter and for actual and necessary
expenses required for the efficient admnistration of the fund,

i ncl udi ng debt service on any bonds and notes issued pursuant to
subsection (3)(b).

(b) (i) A public corporation, ether—than—astate—agency,
separately or jointly with another public corporation, ether—than
a—state—ageney;- may i ssue and sell its bonds and notes for the
pur pose of establishing, in whole or in part, the self-insurance
wor kers' conpensation fund provided for in subsection (3)(a) and
to pay the costs associated with the sale and i ssuance of the
bonds. Bonds and notes may be issued in an anount not exceedi ng
0.18% of the total assessed val ue of taxable property, determ ned

as provided in 15-8-111, of the public corporation as of the date
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of issue. The bonds and notes nust be authorized by resol ution of
t he governing body of the public corporation and are payable from
an annual property tax levied in the anount necessary to pay
princi pal and interest on the bonds or notes. This authority to
| evy an annual property tax exists despite any provision of |aw
or maximumlevy limtation, including 15-10-420, to the contrary.
The revenue derived fromthe sale of the bonds and notes may not
be used for any other purpose.

(1i) The bonds and notes:

(A) may be sold at public or private sale;

(B) do not constitute debt wthin the neaning of any
statutory debt limtation; and

(© may contain other ternms and provisions that the
gover ni ng body determ nes.

(ti1) Two or nore public corporations;—ether—than—state
agenetes,- may agree to exercise their respective borrow ng powers
jointly under this subsection (3)(b) or may authorize a joint
board to exercise the powers on their behalf.

(1v) The fund established fromthe proceeds of bonds and
notes i ssued and sold under this subsection (3)(b) may, if
sufficient, be used in lieu of a surety bond, reinsurance,
speci fic and aggregate excess insurance, or any other form of
additional security necessary to denonstrate the public
corporation's ability to discharge all liabilities as provided in
subsection (3)(a). Subject to the total assessed value l[imtation
in subsection (3)(b)(i), a public corporation may issue bonds and

notes to establish a fund sufficient to discharge liabilities for
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periods greater than 1 year

(4) Al noney in the fund established under subsection
(3)(a) not needed to neet imedi ate expenditures nust be invested
by the governing body of the public corporation or the joint
board created by two or nore public corporations as provided in
subsection (3)(b)(iii), and all proceeds of the investnent nust
be credited to the fund.

(5) For the purposes of subsection (1)(b), the judicial
branch or the | egislative branch may choose not to have the
departnent of adm nistration nmanage its workers' conpensation
policy.

(6) The departnment of admi nistration may adopt rules to
i npl enent stbseet+oen—{H(b){+) this section.

(7) As used in this section, the follow ng definitions

appl y:
(a) "Public corporation" t+netudes has the neani ng provi ded

in 39-71-116 except that a state agency i s excluded and the

Mont ana uni versity systemis included.

(b) (i) "State agency" neans:

(A) the executive branch and its departnents and al
boards, comm ssions, commttees, bureaus, and offices;

(B) the judicial branch; and

(C© the legislative branch.

(1i) The term does not include the Montana university
system "

{Internal References to 39-71-403:
39-71-2201 [x]}
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Section 4. Section 39-71-2201, MCA, is anended to read:
"39-71-2201. Election to be bound by plan -- captive
reci procal insurers. (1) Any enpl oyer except—these—specitited—in
3971463 may, by filing an election to becone bound by
conpensation plan No. 2, insure the enployer's liability to pay
t he conpensation and benefits provided by this chapter with any
i nsurance conpany authorized to transact steh workers'

conpensation business in this state.

(2) Any enployer electing to becone bound by conpensati on
plan No. 2 shall make the election on the formand in the manner
prescribed by the departnent.

(3) A captive reciprocal insurer established by or on
behal f of an enployer or a group of enployers is considered to be
a conpensation plan No. 2 insurer. Pursuant to 33-28-205, a
captive reciprocal insurer may not be a nenber of an insurance
guaranty association or guaranty fund."

{Internal References to 39-71-2201:
39-71-2215 [x]}

Section 5. Section 39-71-2316, MCA, is anended to read:

"39-71-2316. Powers of state fund. (1) For the purposes of
carrying out its functions, the state fund nay:

(a) insure any enployer for workers' conpensation and
occupational disease liability as the coverage is required by the
|aws of this state and, as part of the coverage, provide related

enpl oyers' liability insurance upon approval of the board;
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(b) sue and be sued,;

(c) enter into contracts relating to the adm nistration of
the state fund, including clainm managenent, servicing, and
payment ;

(d) collect and di sburse noney received;

(e) except as provided in subsection (1)(f), use the
uni formclassification systemas required in 33-16-1023 and
charge premuns for the classifications so that the state fund
will be neither nore nor |less than self-supporting;

(f) ~continue the use of special classification codes that
were in use prior to January 1, 2016, for agriculture,
muni ci palities, towns, cities, counties, and state agencies. The
board shall file with the comm ssioner rates and suppl enentary
rate information for these special classifications.

(g) wuse the uniformexperience rating plan provided for in
33-16- 1023, except upon approval of the board nay adopt
experience nodification thresholds for use by the state fund for
its insured enpl oyers;

(h) pay the anmpbunts determ ned to be due under a policy of
i nsurance issued by the state fund;

(i) hire personnel;

(j) declare dividends if there is an excess of assets over
liabilities. However, dividends may not be paid until adequate
actuarially determ ned reserves are set aside.

(k) adopt and inplenent one or nore alternative personal
| eave pl ans pursuant to 39-71-2328;

(1) upon approval of the board, contract with |icensed
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resi dent insurance producers;

(m upon approval of the board, enter into agreenents with
I i censed workers' conpensation insurers, insurance associations,
or insurance producers to provide workers' conpensation coverage
in other states to Montana-dom ciled enployers insured with the
state fund;

(n) upon approval of the board, expend funds for
schol arshi p, educational, or charitable purposes;

(o) upon approval of the board, including terns and
condi tions, provide enployers coverage under the federal
Longshore and Harbor Wrkers' Conpensation Act, 33 U S.C. 901, et
seq., the federal Merchant Marine Act, 1920 (Jones Act), 46
U S. C 688, and the federal Enployers' Liability Act, 45 U. S C
51, et seq.;

(p) performall functions and exercise all powers of a
private insurance carrier that are necessary, appropriate, or
convenient for the adm nistration of the state fund; and

(q) upon approval of the board, contract with the

departnent of administration to serve as a third-party

adm nistrator if the departnent of adninistration el ects coverage

for state agenci es under conpensati on plan No. 1.

(2) The state fund shall include a provision in every
policy of insurance issued pursuant to this part that
incorporates the restriction on the use and transfer of noney
collected by the state fund as provided for in 39-71-2320."
{Internal References to 39-71-2316:

33-1-115 [x]  33-1-115 [x]  39-71-2323 [x]  39-71-2330 [x]
39- 71-2375 [x]}
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NEW SECTI ON. Section 6. {standard} Codification

instruction. (1) [Sections 1 and 2] are intended to be codified
as an integral part of Title 39, chapter 71, part 4, and the
provisions of Title 39, chapter 71, part 4, apply to [sections 1
and 2].

NEW SECTION. Section 7. {standard} Severability. If a part

of [this act] is invalid, all valid parts that are severable from
the invalid part remain in effect. If a part of [this act] is
invalid in one or nore of its applications, the part remains in
effect in all valid applications that are severable fromthe

invalid applications.

- END -
{ Nane : Jameson C. Wl ker
Title : Legi sl ative Attorney
Agency : Legi sl ative Services
Phone : 406 444 3722
E-Mail : j cwal ker @t . gov}
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