
MINUTES OF THE MEETING 
GENERAL GOVERNMENT AND HIGHWAYS SUBCOMMITTEE 

50TH LEGISLATIVE SESSION 
HOUSE OF REPRESENTATIVES 

The meeting of the General Government and Highways Sub
committee was called to order by Chairman Rehberg on 
February 25, 1987 at 7:00 a.m. in Room 132 of the State 
Capitol. 

ROLL CALL: All committee members were present. Also 
present were Flo Smith, Budget Analyst and Norm Rostocki, 
Budget Analyst from the Office of Budget & Program Planning 
(OBPP) and Taryn Purdy, Assistant Fiscal Analyst, Pam 
Joehler, Senior Fiscal Analyst, Clayton Schenck, Senior 
Fiscal Analyst and Jim Haubein, Prinicpal Fiscal Analyst 
from the Office of the Legislative Fiscal Analyst. (LFA) 

99A:0.00 

MILITARY AFFAIRS 

Emergency Management Development Program 

Major Kenneth E. Cottrill referred to the primary difference 
in travel. (Major Cottrill is the Administrator of Centralized 
Services) The department requested additional money for 
100 percent federally funded travel and the LFA took only 
the FY 86 base. The travel is based on what the division 
anticipates it will need and the contract is negotiated in 
October of each year with the Federal Emergency Management 
Agency. The division was also short two professionals during 
the FY 86 period resulting in a decrease in the amount of 
travel. Major Cottrill said they would like to take exception 
to vacancy savings being charged against the 100 percent 
federally funded programs. He also pointed out that on 
the 50-50 match programs, when vacancy savings is applied, 
federal money, as well as state money, is lost. 

George DeWolf, Administrator of the Disaster and Emergency 
Services Division, referred to the .5 FTE deleted in the LFA 
current level. He said that two years ago he requested this 
100 percent federally funded position. However, he did not 
receive enough funds for the position. He would still like 
to retain this half-time position and, if the federal money 
is not received, he will not fill the position. 

Local Civil Defense Reimbursement Program 

Major Cottrill said in 1986 the division actually spent 
$1,800,000. This was federal money that passed through the 
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division and was disbursed throughout the state to local 
agencies. The division requested $2,000,000 in authority. 
Mr. DeWolf said if the figure is held to $1,000,000, he 
may have to come in for a budget amendment. In the event 
of major disasters, such as the two last year, by the time 
the money is disbursed to the local agencies and disaster 
money is brought into the state, and with the construction 
money, the $1,000,000 does not suffice. The $2,000,000 
amount would be much more realistic. 

Veteran's Affairs Program 

Major Cottrill said the division actually spent $1,500 in 
communications rather than the $2,300 as reduced by the 
LFA for one-time expenditures for the telephone system in 
Missoula. The division would like that to be changed. 
He said although some expenses are referred to as one-time, 
these expenses do occur annually and the division would 
like the committee to consider leaving that money in the 
operating budget. The division also requested $935 in 
travel for one person to attend the National-State Directors 
Meeting held in Washington, D.C. The division also requested 
a microfiche reader-printer to handle the 55,000 Powers 
of Attorney they have on file. The original request by the 
division included two small personal computers. One was 
funded through the use of vacancy savings in FY 86, and 
the request has been withdrawn. 

Veteran's Cemetery - Modified 

Major Cottrill said this modification would allow the division 
to receive federal money that would be used to open and close 
graves for the burial of veterans. The division is requesting 
authority to receive and spend the money. These would be 
Veterans' Administration Benefit Funds and the work would be 
contracted out. The $25,000 authorized in FY 86 has been ex
pended for the construction of the cemetery and the $30,000 
requested would be used for the actual operation of the 
cemetery. 

Major cottrill reviewed the department's modified requests: 

1. Army Program - $96,100 of which $59,500 to 
support federal telephone communications systems 
and $36,600 to support the federal share of 
repair and maintenance under the match program. 
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2. Design Engineer - 100 percent federally 
funded position. State FTE used to 
develop designs and specs for minor con
struction projects authorized by the 
National Guard Bureau. 

3. Operation of Training Site - $300,000. 
This has been an ongoing program for 
several years that has been supported 
by direct federal payment from the federal 
government. Now, the federal government 
wants the state to pay and they will reim
burse the state. This will grant the authority 
for that program. 

4. Army Program - Statewide Coordinator for 
Family Services. 

5. Air National Guard Program - Crash-Fire 
Rescue. Requesting seventeen additional 
FTE directly related to the conversion of 
aircraft from F106 to F16. This is 100 
percent federally funded. 

6. Local Civil Defense Reimbursement - Pass
through local reimbursement money. The 
division is requesting an increase from 
$1,000,000 to $2,000,000. 

7. Veteran's Cemetery - Authorizes the division 
to receive and spend federal money for the 
opening and closing of graves. 

Major Cottrill reviewed the exhibits. 

Exhibit No. 1 - Administration Program. This 
chart shows the operating costs for the depart
ment since FY 81. The department went from 100 
percent state general fund support to one position 
being fifty percent federally funded. 

Exhibit No. 2 - This chart reflects the amount 
of money the department's military division brings 
into the state each fiscal year. The $50,000,000 
figure represents the federal operating budget 
for FY 86. The state's share of this operating 
budget is the crucial part and the very foundation 
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for the organization of the National Guard. 
If the state does not contribute toward 
the operation of the National Guard Armory 
and the small state-match share of the 
operating expenses of the guard maintenance 
facilities, then the National Guard can 
reorganize the state and provide smaller 
and fewer units and the $50,000,000 figure 
will be reduced substantially. There is a 
direct impact on approximately $800,000 to 
$1,000,000 in general fund monies the state 
puts up in regard to the total $50,000,000 
contributed by the guard to the state. 

General Duffy, Adjutant General, told the committee they 
are presently looking into bringing more units into Montana. 
There are presently approximately 4,100 in the National Guard 
and plans are underway for an increase of approximately 600 
personnel. The plans include areas for the recruitment of 
women. This will involve a slight increase in full-time 
PTE, 100 percent federally funded. However, the majority 
will be part-time soldiers. 

(26.45) 

Sen. Pat Regan, District 47, Yellowstone County, interrupted 
to offer an apology and to set the record straight regarding 
statistics taken from Mr. Rich Brown's paper. It appeared 
to her the drop in personnel was a federal drop. She had 
since learned that it was not federal, it was state, and 
she would not like the committee to act on erroneous infor
mation or to feel she had distorted the facts. 

Major Cottrill continued his review of the exhibits. 

Exhibit No. 3 - This chart reflects the operating 
expenses FY 81 through FY 86. The bottom chart 
shows the general fund-federal fund comparisons. 
Although there is an increase in general fund 
from FY 81 to FY 84-85, there was a decrease since 
that time to $800,000 and that figure is represen
tative for FY 88 and FY 89. The department is 
trying to increase the amount of federal money 
used in trying to, at least, hold the general 
fund portion at current level. During the past 
six years, the emphasis on the military organi
zations has increased on a national level and that, 
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in some cases, forces the National Guard to 
participate on a higher level. 

Exhibit No. 4 - This chart reflects utility 
costs. 

Exhibit No. 5 - This chart reflects repair and 
maintenance costs. The department feels the 
facilities are maintained on a fairly low cost 
basis considering size. (Approximately 450,000 
square feet of floor space) 

(33.25) 

Major Cottrill explained the state's participation in a 
National Guard Unit. The federal government picks up all 
costs for drills with the exception of the utilities and 
repair and maintenance of the facilities, which is paid for 
by the state. 

Major Cottrill continued with his review of the exhibits. 

Exhibit No. 6 - Air National Guard. This 
chart reflects the operating expenses from 
FY 82 through FY 86. 

The second chart reflects the general fund
federal fund comparisons from FY 82 through 
FY 89. The general fund portion has been al
most flat since FY 82. 

Exhibit No. 7 - Air National Guard. This 
chart reflects the utility costs for FY 82 
through FY 86. 

Exhibit No. 8 - Fact Sheet. Disaster and 
Emergency Services Division. The figures show 
the Department of Military Affairs brings in a 
tremendous amount of federal money each fiscal 
year. 

Rich Brown, Administrator of Veteran's Affairs Division, 
addressed the committee (Exhibit No.9) and handed out 
Exhibit No. 10, "Issues, Resources and strategies to Assist 
Aging Veterans." This booklet was prepared in conjunction 
with the Montana Veteran's Affairs Division and the Department 
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of Gerontology at Montana State University in Bozeman. 
is the first of its' kind study ever done in the United 
States. The booklet also contains the Aging Veteran's 
Study prepared by the American Legion of Montana. 

Exhibit No. 11, Montana Veteran's Affairs Division Award 
Chart shows a 300 percent increase in awards for veterans 

It 

in Montana in FY 86. In the first half of FY 87, there was 
an increase of fifty-eight percent over FY86. The bottom 
charts illustrates federal Veteran's Administration current 
expenditures in Montana of approximately $95,000,000 per 
year. Of that, $15,000,000 was put directly into the pockets 
of veterans in the state of Montana last year. 

Exhibit No. 12 illustrates the kinds of compensation for 
veterans. Mr. Brown said it was important to note that under 
educational benefits in part, death benefits and death compen
sation, death pensions, insurance, burials and others, about 
half or more of their clients are spouses or dependents of 
veterans. 

99A:40.35 and 
99B:0.00 

Mr. Brown continued. (Exhibit No. 13 is a map illustrating 
the Veteran Population - 1986 and the Veteran's Administration 
Expenditures - 1985) 

Rep. Ron Miller, District No. 34, Cascade County, told the 
committee the world War II veterans and the Korean War veterans 
are rapidly approaching the age where they will be needing 
nursing home care and it is important to keep the veteran's 
Affairs Division going as they are there to assist the aging 
veterans and/or spouses and dependents. He said this service 
was really needed. 

(13.40) 

General Duffy reminded the committee they do bring a lot of 
federal dollars into Montana, even over and above what is 
reflected in the charts. He mentioned areas other than those 
listed that are all 100 percent federally funded. There is 
an $11,000,000 construction program relating directly to the 
aircraft conversion in the Air National Guard Division. 

General Duffy discussed his opinions regarding the Montgomery 
Amendment which takes some power away from the Governors. 
The Governor is Commander-In-Chief during peace time only of 
the National Guard. It was his opinion that without the '~ 

I 
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passage of that amendment, in the next ten years or so the 
resources of the National Guard would be diverted to the 
Army Reserve. As the reserve units in Montana are not 
large, these duties would go out of state and there would 
be a deterioration of these duties. The governors are 
supposed to have this on their agenda at the National 
Governor's Conference and General Duffy is watching this 
closely. 

Mr. Ralph DeCunzo, Director of Facilities Maintenance, listed 
other construction projects. All were 100 percent federally 
funded. 

Chairman Rehberg opened the meeting for public comment. 

Fred Olson, Senior Service Office for the Montana Veteran's 
Affairs Division, addressed the committee. (Exhibit No. 14) 

Chairman Rehberg closed the meeting on Military Affairs. 

100A:0.45 

Clayton Schenck, LFA, handed the committee a list of wrap
up items that need either clarification or correction on 
action previously taken by the committee, or were overlooked. 
(Exhibit No. 15) 

BOARD OF CRIME CONTROL 

A. Exhibit No. 16 - Proposed Budget for Drug Enforcement 
and Drug Education/Prevention Programs. This represents an 
additional pass-through grant the division proposed to 
administer. Flo Smith from the OBPP explained the funding 
was split, fifty-five percent local (as a minimum) and 
forty-five percent state. This is a modified request. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee grant the modified request 
in the amount of $1,215,599 in FY 88 and $1,251,651 in FY 89 
to add the Drug Enforcement & Drug Education/Prevention 
Programs. 

A voice vote was taken and the motion PASSED unanimously. 

B. Exhibit No. 17 is the language that would allow the 
continued appropriation authority through the biennium for 
federal pass-through grants. 
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EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the language to 
allow continued appropriation authority for federal grant 
programs through the biennium and to also include the 
language as requested by the agency that all remaining 
1987 biennium federal grant authority be authorized to 
continue into FY 88 and FY 89. (Exhibit No. 18) 

A voice vote was taken and the motion PASSED unanimously. 

Flo Smith from the OBPP told the cOlrrmittee the money for the 
Crime Victim's needed to be addressed. Marvin Dye, Financial 
Manager for the Board of Crime Control, told the committee 
the federal dollars to be received by the state for the 
Crime Victim's Compensation Program will amount to $136,000 
in FY 88 and $129,000 in FY 89. Mr. Dye explained the purpose 
was to provide additional benefits to crime victims in 
Montana over and above what the state already pays. The 
state is given thirty-five percent of what is paid by the 
state in prior years. The catch is, if all the federal 
dollars are spent and the benfits do not increase, there 
will be less federal dollars received the following year. 
He said the federal dollars should be spent first and then 
the state dollars. They are requesting authorization to do 
this. This directly relates to HB 309. 

Rep. Quilici requested Clayton get the language and work 
with Mr. Dye on this. 

(12.43) 

C. Funding for personal services-operating expenses resulting 
from the proposed transfer of the Crime Victim's Compensation 
Program from the Worker's Compensation Division to the Board 
of Crime Control. 

EXECUTIVE ACTION 

Sen. Keating moved the committee approve the funding for 
personal services-operating expenses resulting from the 
proposed transfer of the Crime Victim's Compensation Program 
as per the fiscal note. 

A voice vote was taken and the motion PASSED unanimously. 

Clayton was asked to flag this to make sure it comes out of 
Worker's Comp during full committee. 
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COMMISSIONER OF POLITICAL PRACTICES 

A. The committee needs to approve a funding plan. (Exhibit 
No. 15 reflects the LFA original proposal) The $800 per year 
for the copy machine in state special revenue account represents 
an average amount collected over the past several years. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee adopt the funding plan of 
$100,989 in general fund and $800 in state special revenue 
in FY 88 and $102,989 in general fund and $800 in state 
special revenue in FY 89; and to include the language re
garding the charge of a fee for the Summary of Contributions/ 
Expenditures for Candidates/Committees Booklet and the fees 
realized from the sale of said booklet to be used to offset 
the general fund to the extent of profit realized from said 
sales. (See Exhibit No. 17) 

A voice vote was taken and the motion PASSED unanimously. 

Chairman Rehberg said Ms. Colberg had expressed concern over 
the language regarding the attorney. Ms. Colberg wanted the 
ability to either contract for those services or share an 
FTE with another agency. 

The committee decided Ms. Colberg could go to another agency 
and contract for an attorney up to $15,000. 

STATE AUDITOR 

A. (See Exhibit No. 15) As a result of a liDo Pass" recom
mendation on HB 372 by the subcommittee, the committee has 
to decide if there should be additional FTE as shown on 
Exhibit No. 19, utilizing the funds generated by the in
creased insurance fees. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee accept the modifieds to be 
funded from the net proceeds of HB 372 as follows: One Actu
ary in the amount of $59,756 in FY 88 and $58,416 in FY 89; 
one Field Investigator in the amount of $39,222 in FY 88 
and $38,028 in FY 89; and, one Administrative Aide-Examina
tions Position in the amount of $17,149 in FY 88 and $15,998 
in FY 89, for a total funding of $116,127 in FY 88 and 
$112,442 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 
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Items No. 7B and No. 7C were presented for information only 
and show status. (See Exhibit No. 15) 

JUDICIARY 

A. For information only. (See Exhibit No. 15) 

B. Water Courts Supervision (See Exhibit No. 15) The 
committee did not delete the .5 additional FTE. The original 
request of the agency was for fourteen FTE. 

EXECUTIVE ACTION 

Rep. Poulsen moved the committee reduce the Water Courts 
a .5 FTE. 

A voice vote was taken and the motion PASSED unanimously. 

Jim Oppedahl, Administrator of Court Administration, requested 
the committee take a look at the personal services category 
which they had calculated based on the fiscal 87 pay matrix 
and the OBPP took back to the 86 matrix. The salaries have 
been frozen throughout this fiscal year. He requested the 
committee to look at the salaries in this division as they ~ 
are still on the 86 matrix. Chairman Rehberg said this will 
be addressed in full committee and perhaps the legislative 
staff will be moved back to the 86 matrix. The attempt of 
Chairman Rehberg to establish a uniform pay plan for 
the legislative agencies was scuttled in the House. 

DEPARTMENT OF JUSTICE 

A. Language to require the agency develop a cost allocation 
plan for the 1991 biennium for the regional dispatch centers. 

EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the language as presented 
on Exhibit No. 20. 

A voice vote was taken and the motion PASSED unanimously. 

LEGISLATIVE AUDITOR 

A. Language for the statewide audit to require assessment of 
$.30 per $1,000 on bonds to reimburse audit costs charged to 
the general fund. 

~ 

i 
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EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the language as presented 
in Exhibit No. 20. 

A voice vote was taken and the motion PASSED, with Rep. Poulsen 
voting no. 

DEPARTMENT OF HIGHWAYS 

100B:0.00 

A. Equipment Program - Jim Haubein, principal Fiscal Analyst, 
told the committee with their intent to base the budget on 
the OBPP recommendations, in order to add back two positions, 
it would require an additional $7,412 in FY 88 and an addi
tional $7,181 in FY 89. (See Exhibit No. 15) 

EXECUTIVE ACTION 

Rep. Quilici moved the committee add $7,412 in FY 88 and 
$7,181 in FY 89 to fund these two positions. 

A voice vote was taken and the motion PASSED unanimously. 

B. Motor Pool - The motion previously made for the funding 
of equipment moved $25,000 between the two years, which would 
total the original request. There was $1,000 difference be
tween the figures that had been in the equipment and the 
funding. In order to bring the funding up to match the $25,000 
change, there would have to be an additional $1,000 in FY 89. 
(See Exhibit No. 15) 

EXECUTIVE ACTION 

Rep. Quilici moved the committee approve the additional $1,000 
in FY 89 to bring the funding up to match the $25,000. 

A voice vote was taken and the motion PASSED unanimously. 

DEPARTMENT OF ADMINISTRATION 

A. Pam Joehler, LFA, referred to language submitted by the 
Department of Administration. (Exhibit No. 21) Pam said the 
language for General Services and the second paragraph under 
Tort Claims are unnecessary. Both give the agency authority 
to come in for a budget amendment in the event their costs 
exceed their budgets. It is not necessary to include language 
to allow a budget amendment because statute provides for the 
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budget amendment process. 

The first paragraph under Tort Claims is language included 
in HB 500 last time and it allows the Tort Claims Division 
to use any available self-insurance reserves to pay for property 
or liability commercial insurance premiums. Pam also pOinted 
out the reminder in the last paragraph of Exhibit No. 21. 

Pam referred to Exhibit No. 22. The .language circled has been 
in HB 500 and, it was her understanding the cap on working 
capital for the General Services Division was also included 
in the 85 biennium General Appropriations Act and does include 
the budget amendment language requested by the agency. She 
said the Legislative Finance Committee and the Legislature 
had, in the past, made an effort to put a lid on the working 
capital that a division can carryover from biennium to bi
ennium and that it was the intent of the Legislative Finance 
Committee to make sure this effort be continued into this 
biennium. 

EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the language as out
lined on Exhibit No. 22. 

A voice vote was taken and the motion PASSED unanimously. 

B. Sen. Keating referred to paragraph I under Tort Claims 
on Exhibit No. 21. He asked if the committee would, by 
approving the language, be making an additional appropriation. 
Pam said it would be and it was her understanding this would 
allow the department to come in for a budget amendment for 
the additional appropriation authority. They would have to 
prove the amount of money received in the form of charges back 
to other agencies had been insufficient to pay for the 
commercial insurance premiums and they would use the self
insurance reserves, if available. 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the language in paragraph 
1 l1nder the Tort Claims on Exhibit No. 21. 

A voice vote was taken and the motion PASSED unanimously. 

Sen. Gage referred to the rent charges and asked if those 
figures were the ones used as a base in all of the budgets. 
Pam said they were not, and, if the full appropriations 
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committee adopted the budget recommended by the subcommittee 
for the General Services Division, that will become the 
rent charges and the adjustments will have to be made 
accordingly. 

(8.34) 

DEPARTMENT OF REVENUE 

A. Language of RIT (Exhibit No. 23) as proposed by the OBPP 
rather than the dollar amount presented by the LFA. 

EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the language as 
presented on Exhibit No. 23. 

A voice vote was taken and the motion PASSED unanimously. 

B. Property Assessment Division modified request approved 
by the subcommittee. Because the committee did not take the 
OBPP recommendation for current level, the cost of the modi
fied had to be re-evaluated in light of what the committee 
had actually done. The bottom line is the modified will now 
cost $1,070 in FY 88 and $125,351 in FY 89, approximately 
$50,000 more than the committee anticipated. The reasons 
are listed on Exhibit No. 24. 

Norm Rostocki from the OBPP explained when the committee took 
the LFA budget, some of the cuts made by the OBPP were not 
included in the LFA budget to begin with and some of the 
savings evaporated when the committee approved the LFA current 
level and the OBPP modified. He reminded the committee this 
was the one dealing with the county computers and was a very 
important issue to the Department of Revenue. This will 
change the manner in which the property assessment is done 
depending upon the acceptance of the modified. Sen. Gage 
explained the biggest difference is the LFA did not include 
part of the modifieds in current level and the OBPP did. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee adopt the corrections as 
submitted by the LFA, resulting in an additional cost of 
$49,037 in FY 88 and $48,187 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 
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C. Pam said that Exhibit No. 25 relating to the video poker 
revenue was presented for information only as requested by 
the committee. She told the committee the Natural Resources 
Subcommittee included the licensing function in the budget 
for the Department of Commerce and this could be taken care 
of in full appropriations and the revenues adjusted at that 
time. 

D. Income Tax Division Modified - Exhibit No. 26. 
Pam said this was for the committee's information only as 
they had requested the dollar amount of savings realized 
from the reduction of the two FTE. 

EXECUTIVE ACTION 

Sen. Keating moved the committee accept the corrected figures 
for the revised modified in the amounts of $262,795 in FY 88 
and $262,421 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 

DEPARTMENT OF JUSTICE 

A. Law Enforcement Academy - Modifications not addressed. 
These were presented by Susan Hansen, Administrative Officer. 

1. First Responder-Emergency Vehicle Operation. 
This would be totally funded by tuition paid for 
by the agencies sending students to the Law En
forcement Academy. The amounts are $18,583 in 
FY 88 and $24,778 in FY 89. (Exhibit No. 27) 

EXECUTIVE ACTION 

Rep. Quilici moved the committee grant the modified in the 
amounts of $18,583 in FY 88 and $24,778 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 

2. Executive Institute. This would be funded by 
tuition paid for by the law enforcement agencies 
sending students for training. The amounts are 
$25,310 in FY 88 and $25,310 in FY 89. (Exhibit 
No. 28) 

EXECUTIVE ACTION 

Sen. Keating moved the committee grant the modified in the 
amounts of $25,310 in FY 88 and $25,310 in FY 89. 



General Government and Highways Subcommittee 
February 25, 1987 
Page 15 

A voice vote was taken and the motion PASSED unanimously. 

3. Additional Basic Course. The funding would 
be an additional charge to the Motor Vehicle 
Account in FY 89 of $9,234 and the balance 
funded by tuitions, for a total funding in FY 89 
of $15,984. (Exhibit No. 29) 

EXECUTIVE ACTION 

Sen. Gage moved the committee authorize the modified if 
HB 492 passes. 

A voice vote was taken and the motion PASSED, with Chairman 
Rehberg and Sen. Keating voting no. 

STATE AUDITOR 

A. Terry Lazure, Administrator of Central Services Division, 
presented an additional budget request contingent upon HB 741 
not passing. This request deals with health service corpora
tions and the four-year market conduct exam as required by 
state law. The approximate cost to the 89 biennium would be 
$40,000 in general fund. If HB 741 passes, the health 
service corporations themselves would be responsible for 
this cost. (Exhibit No. 30) 

EXECUTIVE ACTION 

Sen. Keating moved the committee allow a $40,000 biennial 
appropriation in FY 88 for the inspection of the Blue Cross/ 
Blue Shield examination if HB 741 does not pass. 

A voice vote was taken and the motion PASSED unanimously. 

ADJOURNMENT: The meeting was adjourned at 9:30 a.m. 
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OPERAtlNG EXP 

STAfF. SIIARr. 
OrF.RATlNG UP 
PAYROLL 

TOTAL 

DEPARTMENT OF MILITARY AFFAIRS 

TED SCHWINDEN, GOVERNOR P.O. BOX 4789 

~NEOFMON~NA---------
OFFICE OF THE ADJUTANT GENERAL 
(406) 444·6910 

• 37,160.700 
11.621.200 

1.228,700 
198.000 

• 50,201,600 

FIIIANCIAL SUrrORT 
HONTANA NATIONAL GUARD 

(FISCAL lEAR - 1986) 

FEIJF.RAL 
OrF.RATIIJG 
EXPF.NSES 

23% 

HELENA, MONTANA 59604·4789 

.: ~ '> 

+- STATI OP!lATIIC llPENSES 

L..::::::;;--=======1'" STATI PAt ROLLS .4% 

FEDERAL rAYROLLS 
74% 

o· SOURCE I The Socl111. rconollle, Peflond Impact 
of the Hontana lational Guard 

PRErARED IITI 
Comptroller Dlyl~ion 
USPFO for Hontana 
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"AN EOUAL OPPORrUNlrY EMPLOYER" 
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State 
Fiscal 
Year 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

Year 

1975 

1978 

1981 

1986 

F ACT SHE E T 

DISASTER AND EMERGENCY SERVICES DIVISION 

General Funds Federal Funds Federal Funding 
Expended For Expended For Received For 
Operations Operations EOC Construction 

$140,850 $238,900 $ - 0 -

162,650 254,350 306,300 

183,300 316,150 149,900 

201,500 398,000 49,000 

216,000 447,800 859,400 

239,600 474,000 321,600 

221,350 491,250 - 0 -

FEDERAL DISASTER FUNDING RECEIVED 

Federal Dollars Expended 

$2,070,550 

3,838,125 

4,339,100 

3,500,000 (Approximate) 

Federal Funding 
Received in Support 
of Local Government 

$196,200 

191,300 

184,100 

248,700 

442,000 

421,100 

378,400 
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Chairman Rehberg and Members of the CommLttee: 

My name LS R~ch Brown and I am the Adm~n~strator of the 

Veterans Affairs D1v~sLon. On behalf of the Board of Veterans 

Affairs, I am happy to be with you today to answer two ~mportant 

questions which were raised during yesterdays br~ef hearing. 

The first issue I would l~ke to address was ra~sed by 

Senator Keat~ng which was "should the veterans pay d~rectly for 

the Veterans Affa~rs Division?" The veterans of Montana have 

already pa~d tWLce for this service and a third assessment on us 

would be totally unreasonable. 

First, we have pa~d th~s State and Nation through serVLce. 

I would remind the Senator that almost 90,000 Montana wart~me 

veterans have served ~n every part of th~s world from the Argonne 

Forrest, to the Anzio Beaches, to the Chosen Reservoir to the 

Jungles of Vietnam, so that we can continue us~ng this aemocratLc 

republic. They have paid with the~r l1ves, l~mbs and blood. We 

are funded to Lnsure they and theLr survLvLng famL1Les receLve 

what they have earned. 

Secondly, 18 cents of every dollar ra1sed by th~s State 

comes from Lts veteran population. You therefore should cons~der 

the annual operatLng budget of th~s DivLsion as a very small 

return compared to the vast amount of dollars receLved from our 

veteran population. 

Tr~£~, I might also pOLnt out, the veterans are not sitt~ng 

Ldly by, expecting a handout from the State. The AmerLcan Legion 

Post in your c~tYI Senator Keating, 1n now rais1ng $31,000.00 to 

cover the transportatLon needs resulting from Federal cutbacks. 



The D~sabled Amer~can Veterans of Montana are attempting to ra~se 

$9~,OOO.OO to cover these tra~sportat1on losses Statewide. 

We, the veterans of Montana are ask~ng your perm~ss~on to 

fund our own cemetery and to s~gn our own h~ghway. We are 

comm1tt1ng tens of thousand of dollars and thousands of volunteer 

hours to our Veterans Adm1nistrat1on facil~t~es. 

We are s~mply ask1ng you for a small return of what we 

cont~nue to pay this State. It ~s a fair and reasonable reguest. 

In answer to Senator Regan's comments yesterday, let me 

beg~n by ~nform~ng those of you that are new on th1s Committee, 

that Senator Regan has ra1sed th~s quest~on every year that I can 

remember and every year the Leg~slature has overwhelm~ngly 

overturned her request. The Leg~slature has done so not because 

they fear the veteran votes or because the veteran is deserv1ng 

of these benefits, but because what the Senator has suggested to 

you does not make good economic sense. Th1s D1v~s1on returns, in 

d1rect payments, 32 dollars for every dollar you spend. In 

add1tion this D~v~sion ~s your only outlet to offset spiralling 

costs for welfare and medicaid. It ~s much easier for a veteran 

or veteran's spouse to receive general welfare assistance or 

medicaid than it is to produce military records that are 40 or 

60 years old and complete complex forms fi11ng requ~red to 

rece1ve these benefits. We make these veterans benefits 

possible. We offset these State funded expenses. 

Members of the committee, 11% of this Nation's gross 

National product goes directly for the payment of medical needs. 

Your Veterans Affairs Division ~s the only offset you have for 



medica1d costs wh1ch, left uncontrolled, w1l1 do severe 

econom1c harm to this State. 

All of these med1cal payments and d1rect payments to 

veterans, spouses and dependents are only a port1on of our 

D1v1s10n's workload. Other benei1ts der1ved through th1s 

D1v1sion 1nclude, almost two mil110n in educat10nal benef1ts, 

mill10ns of dollars 1n home loans or early release of pr1soners 

from Montana State Pr1son. 

But please allow me the opportun1ty to set the record 

stra1ght on what Senator Regan specifically told you yesterday. 

F1rst, are we a dup11cation of serv1ces? The answer 1S of 

course, no! We could tell you we are nbt, but that would 

constitute blowing our own horn. I therefore have suppl1ed you 

with a letter from the Veterans Administrat10n ind1cat1ng we are 

not. And even Mr. Huber, the researcher for the Senator could 

find no duplicat10n. 56,422 people for whom we hold power of 

attorney and represent w111 tell you we are not. Hundreds of 

cards and letters sent to you, will tell you we are not. But the 

only real test is for you to return this weekend to Cut Bank, 

Bil11ngs, Butte or Great Falls and you will find out we are not a 

duplication of services for yourself. We are a unique serV1ce 

for the veterans, spouses and dependents of th1s State. 

The new facilities the Senator referred to in Missoula, 

B1ll1ngs and Great Falls are respect1vely a Vets Center, a 

Veterans Administration Outpatient Clinic and an active duty A1r 

Force Base. The Missoula Vets Center, a professional counseling 

service, refers veterans in need of ass1stance with the Veterans 



Adm~n~strat~on to our M~ssoula off~ce, the B~ll~ngs Outpatient 

clinic is the work place for our Billings Service Officer, and 

the Great Falls A~r Base has regular scheduled v~sits from our 

Great Falls serv~ce officer. None of these facilities provide 

serv~ce work; all of these tacil~ties rely on our Divis~on. 

~fe se1ator reterred to the National Veterans Admin~stration 
\ ' 

only ha~~ng 74 employees and our D~v~s~on needing 18 for Montana 

0a ta~rly certa~n 
", 

the Senator is referr~ng to a letter o.nly. 
\, 

we prov~ded h~r last year, ~nd~cating the Veteran~ Admin~stration 

at Fort Ha~ 
'" '\ 

~son~no,t the ent~re Federal Veterans Adm~n~strat~on, 
I has been C

t
' 

second le 

you. 

from ~ 74 F.T.E.'s. A copy of th1S letter and a 

er also ~pPlied the Senator have been prov~ded to 

The Senator told you the Governor's Counc~l on Management 

made a recommendation for elimination of this D~vision. They 

did. What the Senator did not tell you was that for the economic 

reasons ment~oned earlier, this recommendation was overwhelmingly 

reJected by your predecessors. 

The Senator told you the L.F.A. has a problem with this 

If you review this Division's budget before you, you 

w~ll note the L.F.A. has recommended cont1nued funding for this 

Division. If there is a problem with the L.F.A., it did not 

surface during our hearings. 

Last and certa~nly most importantly, the Senator suggested 

we could do with much less. Your predecessors have already 

answered this question. This Division has been cut from 50 

employees to our current level of 17 and from 23 offices to 8. 



You have trl.mmed the fat.. the muscle and are now workl.ng on ttle 

bone marrow of thl.s Dl.vl.sl.on. 

Further cuts to thl.S Divl.sion w1ll not only result in severe 

economl.c losses to the veterans. spouses and dependents of this 

State. but will be offset many times over 

and medical.d costs. 

in increased welfare 

Thl.s Divl.sion has made every effort possl.ble through 

management techniques and internal changes to insure you are 

recel.vl.ng the best poss1ole service at the least cost. 

We have and will continue to review additl.onal means of 

savl.ng dollars 

more veterans. 

while at the same tl.me provl.ding more service to 

We are doing the best job possible. 

Thank you for allowing me thl.S tl.me. I know your tl.me 

is short. so I will close and be available for any questl.ons you 

ml.ght want to ask. 

?.J 
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Chairman uehberg and Members of tne (omm1ttee: 

/, 
My nam\.~ 1S ~red Olson and I am the Senlor SerV1ce Oft1cer 

for the Montana Veterans Affalrs 01v1810n. I would ilKS to thank 

you tor thLs opportunl ty to present to you a clear dlscrlptl0n 

of the services our Division provldes the veterans and 

consitiuants ot your communltles. The typlcal serv~ce ofticer of 

our Dlv1310n a very dedicated, hard worklng, concerned 

lndividual wlth a desire to help people. Our people are pald by 

the State of Montana for 40 hours of work per week. If indeed 

they were paid for the true hours spent dl.SCUsslng veterans 

beneflts,lt would certal.nly, by far, exceed 40 hours. These 

people do not turn l.t off at 5:00 o'clock, where ever they may 

be. Evenl.ngs, weekends, qrocery stores, gas statl0ns, bowllng 

alleys. there is undoubtly someone with a questl.on as to veterans 

benefits. There are many benefits available to our veterans 

wh~ch they may never recelve because they do not know what they 

ar"~ . Such as, free nursing home care, free medicatl.on, free 

doctOl;:~ VL::l.ts, free outpatlent care. free use of wheelchal.rs, 

hOspltal 08ds. crutches, free transportatl0n, rel.mbursement of 

travel expenses to V.A. facilitl.es and other monetary benefits. 

Our 3 ': 'ltf of serVl.ce otfl.cers are very professl.onal in the 

process of pl.ckl.ng up on these l.ssues durl.ng the lnl.tial 

interview. These are Just a few of the services that are very 

important to our clients. They are also benefl.ts which cannot be 

detected over the telephone or in a letter. 

One very important aspect of our Dl.visl.on is that we brl.ng 

our serVl.ce to the communl.ties on a monthly schedule. We provide 



a ~ndlvidual basis In applYlng tor beneflto In the 

fleld otflces as well as going to the veterans or widows home. 

As noted by our Admlnlstrator, Rich Brown, the average age 

of our World War 11 veterans is 65 years. Now, more than ever, 

these veterans and widows need our help ln obtalnlng thelr earned 

beneflts. To ellminate or reduce our budget would be devestating 

to our veterans and widows In the form of lost beneflts from the 

VeteLans Admlnistratlon. 

We feel the budget requlred to support our Divisl0n wl1l be 

returned ~o the State of Montana many times over in the form of 

tax free Federal dollars. 
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HRAP UP ITEMS FOR CONSIDERATION BY THE 
GENERAL GOVERNMENT AND HIGHHAYS SUBCOHHITTEE 
FEBRUARY 24, 1987 

CHANGES FROI1 SU8COHHITTEE ACTION 
AGENCY/DESCRIPTION FY 88 FY 89 

1.DEPARTMENT OF HIGHHAYS 
A. E~iplll8llt Program - A IIIOtion to add 1.0 
FTE machinist mechanic and 1.0 FTE service 
COIIIbination was for $43,555 in FY 88 and 
$43,902 in FY 89. To add these back wi th 4 
percent vacancy savings requires an 
additional amount each year. 

B. Motor Pool - Motion for flAlding the 
Motor Pool needs to add $1,000 in FY 89 
increasing it to $701,709 to reflect the 
e><pa'lditures approved by the s~i tt_. 

2.DEPARTMENT OF ADMINISTRATION 
See handout from the Dllp8rt~t 

3.DEPARTHENT OF REVENUE 
A. Language for RIT transfers-If 
the s~i ttee accepts language, 
the transfer amounts in 
Centralized Services Division will 
be eliminated. 

B. Property Assessment Division Modified 
c. Video Poker Revenues 
D. Income Tax Division Modified 

5.BOARD OF CRIME CONTROL 
A. Consideration of a modi fied proposal by 
the agency to add the Drug Enforcement Grant 
Proposal. See agency handouts. 

B. Language to add wording to allow 
continued appropriation authority through 
the biennium for federal pass-through 
grants. See handout. 

C. Consideration of flAlding for personal 
services/operating expenses resulting from 
the proposed transfer of the Crime Victim's 
Compensation Program from the Harkers' 
Compensation Division to the Board of Crime 
Control. See fiscal note for HB 309. 

6.COHHISSIONER OF POLITICAL PRACTICES 
A. The revised agency budget approved by the 
subcommi ttee made no reference to flAlding 
method. The subcommittee needs to make a 
IIIOtion to adopt a flAlding plan. 

LFA proposal: General fund 
state special revenue 

B. Language to establish the procedure to 
charge a fee for the Summary of Contributions/ 
Expenditures for Candidates/Committees book. 
S- handout. 

7.STATE AUDITOR 
A. Insurance Division - As a result 
of a "Do Pass" rec~ndation by 
the subcommittee on HB 37Z, does the 
subcomMitt.e wish to consider adding FTE 
requested by the state Auditor as modifieds? 

B. Audit Division - FlAlding for the Central 
Payroll Bureau. The subcOlllllli ttee approved 
LFA currant level, and asked LFA and Budget 

$7,412 $7,181 

$0 tl,OOO 

LANGUAGE ONLY 

LANGUAGE ONLY--Q8PP to provide handout 

$49,037 $48,187 
INFORMATION ONLY 
($46,470) ($46,416) 

$1,215,599 

LANGUAGE ONLY 

$437,795 

$100,989 
$800 

LANGUAGE ONLY 

$116,127 

$1,251,651 

$435,936 

$102,989 
$800 



HRAP UP ITEHS FOR CONSIDERATION BY THE 
GENERAL GOVERN1ENT AND HIGHWAYS SLeCOtf1ITTEE 
FEBRUARY 24, 1987 

CHANGES FROM SUBCOtf1ITTEE ACTION 
AGENCY/DESCRIPTION 

Office to work out funding if there are 
concerns about LFA funding. No concerns 

FY 88 FY 89 

_re raised. Funding will be as approved. INFORMATION ONLY 

c. Audit Division - The subconnitt_ approved 
funding for the _rrant wri ting 
syst_ frOll! the general fund contingent I...,an 
availability of funding using a state 
anticipatory note. Research indicates 
anticipatory notes not feasible for such a 
s .. ll aIIIOU'It. INFORHATION ONLY 

8. JUDICIARY 
A. ~,.... Court Operations - The st.bcclllli tt_ 
approved the added funding for the 14Jgrade of 
two secratary positions. The funding for the 
t..,grades _s already included in the budget 
approved by the sUx:OIIIIIitt_. No adjust~t. INFORHATION ONLY 

B. Hater Courts ~rvision - The budget as 
approved by the subconni tt_ includes 14.5 FTE, 
.5 FTE more than des ired by the agency. Need a 
motion to delete a net .5 FTE position. ($13,401) 

9.DEPARTHENT OF JUSTICE 
Highway Patrol Division - Language to 
requira that the agency develop a cost 
allocation plan for the 1991 biennium for 
the regional dispatch centers. s- handout. 

10.LEGISLATIVE AUDITOR 
Language for the statewide audit, to require 
assessment of $30 per $1,000 on bonds, to 
reimburse audit costs charged to general 
fund. S_ handout. 

LANGUAGE ONLY 

LANGUAGE ONLY 

($13,770 ) 



Proposed Budget for Drug Enforcement & 

Drug ffiucation/Preventioo ProgriDS 

FY 88 FY 89 

FTE's 2.0 2.0 

Personal Services 45,036 45,036 

Operating Expense 20,100 20,100 

Equipnent -0- 4,500 

Total Operating 65,136 69,636 

Local Enforcement Grants 561,202 561,202 

State Enforcement Grants 350,610 382,162 

Drug Education/Prevention Grants 238,651 238,651 

Total Progrc;m 1,215,599 1,251,651 
========= ========= 



FY88 FY 89 

Personal Services 
FTE's 2.0 2.0 

Salaries 36,922 36,922 
Benefits 8,114 8,114 

45,036 45,036 

Operating 
Contractual 3,100 3,100 
Supplies & Materials 700 700 
Corrmunications 2,600 2,600 
Travel 10,200 10,200 
Rent 1,200 1,200 
Utilities -0- -0-
Repair & Maint. 800 800 
Other 1,500 1,500 

Total 20,100 20,100 

Equipnent -0- 4,500 

Total Program 65,136 69,636 
====== ====== 



BOARD OF CRIME CONTROL 
Language to allow continued appropriation authority for federal 

" grant programs through the bi.,..,iun. 

x. Juvenile Justice Pass-Through Grants 

x. Bureau of Justice Assistance Pass-Through Grants 

x. victim Assistance Pass-Through Grants 

x. D~ Enforcement Pass-Through Grants 

x. Drug Education/Prevention Pass-Through Grants 

It_s (x) through (x) are biennial appropriations. 

COHHISSIONER OF POLITICAL PRACTICES 
Language to establish the procedures to charge a faa for the 
Summary of Contributions/Expenditures for 
Candidates/COIIIIIIittees booklet. 

The COIIIIIIissioner of Political Practices is to charge a fee 
for the Summary of Contributions/Expenditures for 
Candidates/COIIIIIIi Hees booklet which is sufficient to recover the 
costs of printing and distribution of the booklet. The proceeds 
from the sale of the booklet as well as the expendi tures for the 
printing and distribution of the book shall be accounted for in 
the state spacial revenue account already established for the 
purpose of collecting fees for reimburs~t of copier charges. 
The amount appropriated for the cost of the booklet is $4,000 in 
fiscal 1989 only. 



All remaining 1 7 87 biennium federal grant authority is authorized 
to continue into FY 88 and FY 89. 



MODIFIED BUDGET REQUESTS VS HOUSE BILL 372 1'1 

Modifieds Funded From Net Proceeds H.B. 372 

Cu~rent H.B. 372 Net Proceeds = $ 117,497/year 

(1) Actuary 
(1) Field Investigator 
(1) Admin. Aide-Examinations 

FY88 FY89 

$59,756 
39,222 
17,149 

$116,127 

$58,416 
38,028 
15,998 

$112,442 



DEPARTMENT OF JUSTICE 
Language to require that the agency develop a cost allocation plan for the 

1991 bienniu. for the regional dispatch centers. 

The portion of the appropriation in it_ Ix) froll! the state special 

hifl-y rev ....... aCCOU'lt for the purpose of operating the regional 
dispatch ca1ters is provided for the 1989 bienniu. only. The Department 
of Justice shall develop a cost allocation plan for the purpose of recovering 
the cost of operation of regional dispatch centers from all user agencies on 

an equitable basis, and shall subMit the funding plan to the 51st 
Legislature within the Department's 1991 biennium budget request. It is 
the intent that the state special higl-iNay revenue aCCOU"lt be reimbursed 
for services provided to user agencies that are not fU'ldad by the state 
special highway revenue account. 

LEGISLATIVE AUDITOR 
Language to require an assessment on bond issuing agencies, to reimburse 
statewide audit costs charged to the general fund. 

F_ for issuance of bonds. Except for issuers of general obligation 

bonds toIhich are payable solely by general fund revenues, each state bond 
issuer shall, upon issuance of the bonds, pay 30 cents per thousand of 

bonds to be cIeposi ted in the state general fund for the purpose of funding 
a portion of the comprehensive annual financial report audit. 



PROPOSED ~ANGUAGE FO? H82 - APPROPRIATIONS BILL 
DEPARTMENT OF ADMINISTRATION 

~bot1)tj~ 

.;11 
c9. -d5-J' 7 

During the 1989 biennium, if utility costs exceed the budqeted 
amount, the Department may submit a budget amendment to cover 
the increase in utilitv costs. 

T.!:1HL!;'b81.M~. 

The Decartment may expend available self-insurance reserves and 
revenues to pay any deficit that may be incurred for property 
or liability insurance cremiums due and payable throuqh 
JI.me 30, 1989. 

Durinq the 1989 biennium, if miscellaneous defense costs for 
defending tort claims filed against the State of Montana, e~ceed 

the budgeted amounts. the Deoartment may submit a budget 
amendment to cover the increase. 

FOR DISCUSSION AT HOUSE APPROPRIATIONS 

A reminder that the subcommittee decided to discuss at House 
Approoriations the addition of 2 FTE for Mail & Messenger Bureau. 
The FTE and oostaqe costs are for processing out-going mail for 
aqencies that are anticicated to Join central mail in the next 
b i e rHO, i Wil. 

budget. 
This was a modified request included in the executive 
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nUDGET MODIPJCATION 

Department of Justice 
1988-89 Biennit.:[;1 

ProgrflM: Law Enforcement Academy -22 

TITLE: First Resp0nder/E~ergency Vehicle Operation 

REQUEST: The Department requests author i ty to spend tuition State 
Special Funds to provide cert:l fied medical training in lifesavings 
skills (and emergency vehicle driving skills) to entry level officers 
in the Law Enforcement Academy. 

JUSTIFICATION: The First Responder component of this modification 
will provide certified emergency medical training in lifesaving 
skills to entry level officers in the Basic Course. The Emergency 
Medical Services Bur,eau will coordinate the 48 hours of instruction 
for this component. The Emergency Vehicle Operation comp6nent will 
provide 26 hours of training to improve basic driving skills and 
provide training for participation in high speed pursuits. All funds 
for this modification will be provided by tuition paid by agencies 
sending students to basic training. 

FISCAL DATA: 

F. T. E. s 

Personal Services 

Operating Expenses: 
ContracteJ Services 
Supplies & Materials 
Communications 
Travel 
Rent 
Utilities 
Repair & rlaintenance 
Other Expenses 

Subtotal 

Equipment 

Total Request 

Funding: 
Tuition State Special 

Total Funds 

FY 1988 FY 1989 

-0- -0-

-0- -0-

7,800 10,400 
4,401 5,868 

-0- -0-
6,38~ 8,510 

-0- -0-
-0- -0-
-0- -0-
-0- -0-

18,583 24,778 

-0- -0-

18,583 24,778 

18,583 24,778 

.18,583 24,778 



BUDGET MODIFICATION 

Department of Justice 
1988-89 Biennium 

Program: Law Enforcement Academy - 22 

TITLE: Executive Institute 

REQUEST: The Department r-eque sts all thor i ty to spend Tuition State 
Special Funds to provide a series of six executive level seminars 
each year which address contemporary issues of concern to criminal 
justice administrators. 

JUSTIFICATION: This modification will provide for a series of six 
executive level seminars for criminal justice administrators. The 
training will address cont~mporary issues of concern to chiefs of 
police, sheriffs and other law. enforcement administrators .. The Law 
Enforcement Academy does not currently provide any training for 
managers. The Insti tute will be totally funded by tuition fees 
charged to participo ItS. 

FISCAL DATA: 

F. T. E. s 

Personal Services 

Operating Expenses: 
Contracted Servircs 
Supplies & Materials 
Communications 
Travel 
Rent 
Utitlitip~ 

Repair & Maintenance 
Other. E;~penses 

Subtcn: 1 

Equipment 

!,otal Feque,t 

Funding: 
Tuition State Special 

Total Funds 

FY 1988 FY 1989 

-0-- -0-

-0- -0-

13,630 13,630 
2,760 2,760 

240 240 
6,880 6,880 
1,800 1,800 

-0- -0-
-0- -0-
-0- -0-

25,310 25,310 

-0-- -0-

.?5,310 25,310 

25,310 25,310 

25,310 25,310 



BUDGET MODIFICATION 

Department of ,Tll~~tice 
1988-89 Biennium 

Program: Law Enforcement Academy - 22 

TITLE: Additional Basic Course 

REQUEST: The Department requests authority to spend State 
Special Funds to conduct one additional Basic Course annually. 

JUSTIFICATION: This modification will allow the Lay, Enforce
ment Academy to conduct o~e additional Basic Course annually to 
provide a total of four Basic Courses per year. With only 
three Basic Courses per year the class size of this statutorily 
mandated training has grown to an unmanageable level. The 
additional Basic Course will allow the MLEA to limit class size 
to 30 students, which will ensure high quality training' for 
Montana's Law Enforcement officers. 

FISCAL DATA: 

F. T. E. s 

Personal Services 

Operating Expenses: 
Contracted Services 
Supplies & Materials 
Communications 
Travel 
Rent 
Utilities 
Repair & Maintenance 
Other Expenses 

Subtotal 

Equipmpnt 

Total _ Bequr-':- t 

Funding: 
StClte Speci_Ql 

Motor Vehicle Account 
Tuition Acc0unt 

Total Func~. 

FY 1988 

-0-

-0-

-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0--

-0-

-0-

--0 -
-0-

-0-

FY 1989 

-0-

-0-

12,287 
1,488 

-0-
2,084 

125 
-0-
-0-
-0-

15,984 

-0-

15,984 

9,234 
6,750 

15,984 
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Honorable E. V. "Sonny" Omholt 
Commissioner of Insurance 
State of Montana 
Mitchell Building 
Helena, Montana 59604 

Sir: 

December 12, 1984 

Peat. :'I-Iarwick, Mitchell & Co. 
Certlfied Public Accountants 
800 Granite Tower 
Billings, Montana 59101 

In accordance with your authorization and pursuant to the provisions of Section 
33-30-105(2), MCA and the resolutions adopted by the National Association of 
Insurance Commissioners (N.A.I.C.), a statutory examination of the. market conduct 
activities of the 

Blue Cross of Montana 
3360 10th Avenue South 
Great Falls, Montana 59405 

hereinafter referred to as the Company, has been made at its Home Office located in 
Great Falls, Montana. The report of examination is herein respectfully submitted. 

INTRODUCTION 

This is the first Market Conduct Examination by the Montana Insurance Department of 
the Company which hereafter shall be conducted at least once every four years. 

The Company was incorporated under the laws of the State of Montana as a nonrprofit 
corporation on September 9, 1940 as Hospital Service Association of Montana and 
commenced business on that date. On September 17, 1964 the Company name was 
changed to Blue Cross of Montana. Health benefits are provided under contract to 
subscribers or beneficiaries through doctors, hospitals, dentists, podiatrists, 
optometrists and pharmacies and providers of other therapeutic services and 
supplies. 

The Certificate of Authority on file in the Home Office was reviewed and found to 
be current. The Company is operating in compliance with its Certificate of 
Authority. The Company is licensed to transact business only in the State of 
Montana. 

This Report of Examination is primarily confined to comments on matters involving 
departures from laws, regulations, or rules, and other matters deemed to require 
special explanation or description. If no comment is made on an item, no excep
tions were noted. 
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SCOPE OF EXAMINATION 

This Market Conduct Examination was conducted in accordance with the statutory 
requirements of the State of Montana. The guidelines promulgated by the Market 
Conduct Examination Task Force of the N.A.I.C. were also utilized in the examina
tion. The examination was not performed in accordance with generally accepted 
auditing standards and is not intended to present a determination of financial con
dition. Internal and external records were examined to the extent deemed 
appropriate and necessary. Sampling techniques were utilized where practical. 

This examination of the Company covered a general survey of the Company's business 
policies and practices, a review of its corporate records and test checks of tran
sactions for the period January 1, 1980 through December 31, 1983. 

The purpose of this examination was to determine that the Company's marketing prac
tices and claims transactions are in compliance with the appropriate statutes and 
regulations of the State of Montana. This included but was not limited to the 
following areas of the Company's operations: 

Management and Internal Controls 
Fidelity Bonds 
Policy Forms and Underwriting 
Claim Procedures and Practices 
Comparison of Marketplace Rates and Benefits 
Advertising 
Personnel Policies 
Operations 
Sales and Marketing 
Annual Statement - Financial 
Abandoned Property 

MANAGEMENT AND CONTROL 

Consideration was given to the internal and external audit functions utilized by 
the Company in determining the extent of audit detail to be covered by the examina
tion. The Company corttracts with an independent certified public accounting firm 
to conduct annual audits of its financial statements. These audits are performed 
in accordance with generally accepted auditing standards and include the required 
level of review of the Company's internal control over accounting functions and 
transactions. We have utilized these financial reports for the period under review 
and test checked only certain financial items. 

As a contractor under the Medicare, Part A program, the Company disburses Federal 
funds to hospitals and others on the basis of incurred claims for medical services 
performed. The remittance amounts received and the corresponding charges for 
claims paid under this program are not reflected in the Company's financial state
ments. These transactions are recorded in a separate system of accounts and 
records. The amounts due for administering this program are based on cost comr 
putations and are recorded as income and receivables by the Company. The records 
of claims and allowable administrative cost reimbursement are audited by Federal 
governmental agencies and serve as another control measure over the accounting 
transactions. The Company's latest Annual Contractor Evaluation Report prepared by~ 
these agencies reported the following: 
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Governmental AI::. tual 
agency company Area 

Area of review standard performance score 

Unit Cost of Bill Processin~ 110 

1- Adjusted unit cost $ 3.30 $ 3.10 

Timeliness 0 f Bill Processing 74 

1- Inpatient - % processed in 
30 days 80.0% 98.9% 

2. Outpatient - % processed in 
30 days 80.0% 94.7% 

3. Skilled Nursing Facility -
- % processed in 30 days 74.5% 98.0% 

4. Home Health Agency 
- % processed in 30 days 77 .0% 24.6% 

The low percentage of Home Health Agency bills processed in 30 days or less is 
attributable to difficulties in transmitting tape-to-tape Home Health Agency bill 
processing information between the intermediary and Baltimore HCFA during the 
months of December 1982 and January and February 1983. Even though bills were 
paid, the information was not accepted because it was edited out by consistency 
screens. The failure of the system to accept the information over a three month 
period caused the bills to be tabulated as though they were processed in excess of 
30 days. The system design problem has been corrected. 

Internal Control 

In view of the size of the Company, its present programs and the tremendous volume 
of financial transactions, the Company is in the process of implementing a separate 
internal control division. 

The objective of this department should be to carry out a program of in-depth tests 
of the financial transactions of the Company to ensure that the accounting controls 
are operating effectively. The internal auditor should perform: (1) procedural 
audits to review, evaluate and report on accounting pro,:edures, financial data, and 
the extent of compliance with management poliCies; and (2) operational audits to 
evaluate the efficiency of operations and to report on means to contain cost. In 
addition, we would recommend the following: 

1. The scope of internal audit work should cover all areas of 
operations. 

2. The internal auditor should be completely independent of the 
accounting department. 

3. The internal auditor should work from written audit programs, 
and to the extent possible, his work should be documented and 
supported by formal working papers. 

1 
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4. The internal auditor should have direct access to the Executive 
Committee of the Board of Trustees and he should prepare written 
reports, which are available to the Board at their request. 

FIDELITY BONDS 

As of December 31, 1983 the Company was protected under fidelity bond coverage for 
$1,000,000. The suggested minimum fidelity bond coverage according to the N.A.I.C. 
guidelines is $450,000 to $500,000. 

POLICY FORMS AND UNDERWRITING 

All group and individual agreements currently being used were reviewed for 
compliance with applicable regulations. They were checked for inclusion of man
datory statutory provisions per Section 33-30-301 et seq. MCA and for provisions 
contrary to law and public policy. 

The Company's underwriting procedures and practices were reviewed and found.to be 
consistently applied and non-discriminatory. 

The followi~g discrepancies from the applicable section of the MeA were noted 
during the review. 

1. Contracts available prior to January 1, 1984 limited outpatient 
benefit coverage for mental illness, alcoholism, and drug 
addiction to $500. Section 33-22-703(2) (b) as in effect prior 
to January 1, 1984, required that insurors and health service 
corporations make available at least $t,OOO of such coverage. 
The Company did not have an approved form for such coverage 
because they had contacted each policyholder inquirying of their 
interest in the $1,000 coverage and none of the policyholders 
requested more than the $500 coverage. As of January 1, 1984 the 
contracts reviewed were in compliance with Section 33-22-703(2) (b) 
as now amended. 

2. The conversion policy form (Form 8400) contains a preexisting 
condition clause that is not in compliance with Section 33-30-1008. 
The clause states that the waiting period for preexisting conditions 
is 365 days reduced by the number of months that the insured was 
covered under the group contract. The statute states that the 
conversion policy may not exclude, as a preexisting condition, 
any conditions covered by the group contract. Individuals covered 
for a period of less than 365 days under a group contract with no 
preexisting condition clause would not be eligible for reimbursement 
of charges related to preexisting conditions as provided in the 
conversion policy form. 

3. All policy forms reviewed state that pa~ent for services rendered 
in a Government institution will not be covered if a subscriber is 
not otherwise required to make pa~ent. Section 33-30-1002 makes 
it unlawful for the Company to exclude from coverage in a membership 
contract services rendered the insured while a resident in a Mbntana 
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state institution, provided the services to the insured would be 
covered by the membership contract if rendered to him outside a 
Montana state institution. In practice, the Company is paying 
covered charges for services provided in Montana state institutions 
on the same basis as if the services were provided in other 
institutions. 

4. It was noted during our review that some policy forms had not 
been filed with the State Insurance Commissioner on a timely 
basis as required by Section 33-30-301, but approval for late 
filing was granted by the Commissioner. Policy forms filed 
subsequent to December 31, 1983 have been filed on a timely 
basis or the proper extensions have been granted. 

5. Hospitals in the state of Montana have the option of being 
a member hospital of Blue Cross of Montana. All hospitals 
within the state except for one are member hospitals. Certain 
contracts that were reviewed state that payment of covered 
charges to non-member hospitals will be made at eighty percent. 
Company management has represented to us and testwork performed 
during the examination indicates that payments for services 
rendered in non-member hospitals are being made at one hundred 
percent. 

Member hospitals may elect to participate in a voluntary rate 
review system. The member hospital agreement states that those 
hospitals not participating in the voluntary rate review system 
will be reimbursed at ninety-five percent of covered charges and 
may not recover the difference from the contract subscriber. 

CLAIMS PROCEDURES AND PRACTICES 

Cycle Time 

The following chart shows the average time from the day claims are received until 
the claims are paid by using the inventory of claims at the end of each month for 
the calendar years 1982 and 1983: 
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REVIEW OF BENEFITS AND RATES 

An actuarial review was conducted in connection with this examination. The review 
included a determination of the adequacy of claim reserves and an analysis of the 
reasonableness of premiums, benefits, and expenses for the health benefits offered. 

Expenses 

One general measure of the cost efficiency of a health service corporation is the 
ratio of expenses to total subscription revenue earned in a year. Applicable 
expenses would include those for claim adjustment, general administration and soli
citing new business. To develop a measure of the relative position of Blue Cross 
of Montana versus other similar corporations, we obtained the expense ratios for 
Plans offering hospital, surgical and medical coverage for the most recent year for 
which data was available (1983). We have summarized the results in the following 
table. 

Company 

Blue Cross of Montana 
Montana Physicians' Service 
Average of 9 similar plans 

Expense Ratio 

11. 6% 
11. 6% 
9.0% 

Expense ratios are influenced by a number of factors which can vary significantly 
from one Plan to another. Included are! size; type of marketing; amount of tradi
tional business versus administrative services only and cost plus; timing of rate 
increases; mix of benefits provided; types of subscribers (large corporations ver
sus bank depositors, for example); extraordinary expense items (systems 
conversion); and, others. In the comparative sample chosen, revenues ranged from 
$16.4 million to $109.6 million, with expense ratios as low as 6.8% and as high as 
16.4% . 

We also reviewed the Company's historical expense trend. 

1980 
1981 
1982 
1983 

Expense Ra tio 

12.4% 
12.5% 
11.3% 
11. 6% 

The increase in the 1981 expense ratio resulted from the development and installa
tion of a new automated claim system. Ratios in following years returned to a more 
normal level. 

We did not compare overall expenses of Blue Cross to commercial insurance companies 
since commercial insurance companies can have a considerably different mix of busi
ness, including disability and life insurance products in addition to health 
coverages. 
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Comparison of Insurance Coverage 

Blue Cross of Montana offers a variety of health benefit plans. Because benefits 
and premiums for group contracts are generally based upon actual experience of 
individual employer groups or pools, we have not provided comparisons of those 
contracts. 

Our comparison focused on two main categories of plans - individual health plans 
and Medicare-coordinated plans (for individuals over age 65). For the individual 
coverage comparisons we used the bank depositor program which represents approxima
tely one-third of the Company's total business. The Medicare Complementary II 
contract was analyzed for the other category. Blue Cross of Montana cannot use the 
"Medicare Supplement" name since its coverage is not designed to completely comply 
with Federal requirements for such policies. 

Because the policy benefits vary, we used actuarial adjustment tables to calculate 
actuarial equivalence factors and applied them to the premium rates. The following 
table summarizes the comparison of benefit plans and rates. 

Company 

A 
B 
C 

Blue Cross of Montana 

Adjusted Comparative 
Premium 

For $1 of Benefits 

$ 1.04 
$ 1.10 
$ 1.07 
$ 1.00 

Since premium rates are based on projected morbidity experience, expense ratios, 
profit or surplus objectives and ccmpetitive factors, there is always a range of 
charges for an equivalent product. The Blue Cross of Montana policy rate compares 
very favorably with other similar policies and premium rates. Actual premium rates 
presented to a policyholder will vary because of benefit differences. 

The Blue Cross Medicare Complementary II policy was compared to three Medicare 
supplement-type policies offered in Montana. The following summarizes a comparison 
of these policies: 

Company 

A 
B 
D 

Blue Cross of Montana 

Adjusted Comparative 
Premium 

For $1 of Benefits 

$ 1.03 
$ 1.30 
$ 1.13 
$ 1.00 

A separate category of individual coverage is maintained for group conversions. 
This category provides continued coverage for individuals who terminate membership 
in an employer sponsored gro-up plan and wish to retain health coverage. Our review 
determined that Blue Cross is calculating rates in compliance with amended Section 
33-30-1007, MCA. This section requires that rates for conversion policies be not 
greater than 150% of the insurer's highest group rate for a policy with the same 
benefits. 

II 
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FINANCIAL 

Reserves 

The Company has occasionally been below the minimum reserve requirements as set 
forth in Section 33-30-201. However, the Commissioner after discussion with co~ 
pany officials each time, has waived the minimum reserve requirements pursuant to 
his discretionary authority under Section 33-30-201(5), as being in the best 
interests of the members and policy holders. The Company's unaudited interim 
financial statements as of December 31, 1983 indicated the Company was in 
compliance with the minimum reserve requirements of Section 33-30-201 as of that 
date. 

MONTANA HEALTH INSURANCE PREMIUM DISTRIBUTION 

The following schedule summarizes the premiums earned and claims incurred for acci
dent and health insurance transacted during 1983 by all licensed companies in the 
state of MOntana. The information was compiled by the Insurance Commissioner's 
o fHce. 

Premium Market Claims Loss 
Company Name earned share incurred ratio 

Blue Cross 0 f Montana $ 49,598,629 21.9% $ 44,841,793 90.4% 

Montana Physicians Service 51,214,029 22.5% 43,449,074 84.8% 

Ten largest other companies 60,652,000 26.7% 43,301,000 71.4% 

Balance-other companies 65,480,000 28.9% 41,759,000 63.8% 

To tals $ 226,944,658 100.0% $ 1 73 , 3 50 , 867 76.4% 

CONCLUSION 

The customary market conduct examination practices and procedures as promulgated by 
the National Association of Insurance Commissioners have been followed in ascer
taining the market conduct condition of Blue Cross of Montana as of December 31, 
1983, with due regard to Section 33-30-105(2) MCA. 
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