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HOUSE BUSINESS .AND INDUSTRY COMMI'ITEE 

February 6, 1981 

SlM-1ARIES OF 

HOUSE BILL 349 -

Introduced by Rep. Hannah and others, aJ::olishes the Board of Milk 
Control and provides that the act be referred to a vote of the people 
if neither HB 51 or HB 151 is enacted. 

HOUSE BIIL 385 -

Introduced by Rep. Pistoria and Rep. Marming, revises the laws relating 
to health service corporations, eliminates the annual report fee required 
fran the "Blues" of 20 cents per individual or family, subjects the "Blues" 
to a 7-3/4% tax, same as charged insurance canpanies, requires the "Blues" 
to sul:mi t their contracts and other fonns to the insurance crnmissioner 
for approval 30 days before use instead of after use begins, and requires 
that the commissioner examine each health service corporation at least 
once every three years. 
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muSE BUSINESS AND INDUSTRY COMMITrEE 

Chairman Rep. W. J. Fabrega, called the carmittee to order at 8:00 a.m., 
February 6, 1981, in Roan 129, Capitol Building, Helena. Rep. Dick Manning 
was excused - all other manbers were present. Bills to be heard were HBs 
340 and 385. 

OOUSE BILL 340 -

REP. JM. FABREGA asked the persons attending the meeting to address the 
issue of whether there should be a referendum as to whether the Milk Control 
Eoard should be abolished rather than go into the issue of pricing of milk. 

REP. 'IDM HANNAH, House District #67, Yellowstone County, chief sponsor, 
said HB 340 is a canpanion bill to HBs 51 and 151 with one major difference. 
He believes this is such a volatile issue that people soould have an oppor­
tunity to voice their feeling on it. The substance of what this is all alxmt 
is in Section 12, page 16. Since roth those bills are dead, that is why this 
bill is before you this rrorning. Section 11, page 16 allows voting for or 
against al:olishing the Milk Control Board. The exact bill was previously 
introduced in HB 151. He has a requirement to be sensitive to all segments 
of M:mtana - to allow the Legislature to enact mmprehensive legislation; to 
vote on legislation that is pertinent to all the people. He doesn't think 
the Milk Control Board will be voted out of existence. What will happen to 
the producer he is not convinced will happen to them. 

HB 151 was adapted to include a referendum. HB 51 would be put into 
effect down to the producer level. If the carmittee wishes to put such 
~dments in this one, it would be alright with the sponsor. An effective 
date could beccme upon passage, the first of January, or if drafted out, it 
would be later. He has no problems with an effective date. 

GEORGE A. LOSLEBEN, State Antitrust Enforcement Bureau of the Attorney 
General's office, Helena, was asked by Connie Johnson, representative of 
the M:>ntana Dietetic Association to present her testirocmy. EXHIBIT A. They 
stand in support of deregulation and support HB 340. 

Mr. Iosleben said he supported HBs 51 and 151, and DCM supports HB 340 
on behalf of the Antitrust Bureau which it did. Through the enactment of 
this legislation milk prices will cane down, there will be rrore demand and 
dairy fanners will make rrore profit. If you deregulate milk, HB 340 would 
have to be approved. The econanic free enterprise system would be reclaimed. 
People of Montana deserve a say in this directly. Let the people accept 
or reject the price controls. He strongly urgesyou to vote do pass. See 
his testim:::>ny, EXHIBIT B. 

Phyllis A. Bock, r-bntana's Power to the People, supports HB 340. See 
her witness sheet for further testimony. 
OPPONENTS -

REP. JOHN VlliCENT explained HB 51 would have eliminated controls except 
to the producer level: HB 340 would eliminate all controls or the status quo. 
If this issue were to be placed on the ballot, there is absolutely no doubt 
but what it would be passed. If you pass this, it is going to cost you too 
much. You will have an ideal forum to present that case. Don't think you 
will have anything like this bill before the Legislature if this is enacted. 



#22 

2/6/81 
P~ge 2 

It would be an excellent time for agreement on both sides. Sooner or later 
it will be done in the legislature. Let the people decide - let them gather 
the signatures themselves. 

TERRY MURPHY, r.Dntana Fanners Union, op£x>ses HB 340 in its entirety. 

AI. OOUGHERI'Y, attorney and registered lobbyist for Montana DaiJ:yman' s 
Association appreciated the subj ect being confined to the referendum issue. 
The referendum has been used for many centuries. Very often it has been used 
by those people in prno;er to refer a close question to the people. A very 
farrous exanple occurred 2,000 years ago in Jerusalem when it was left to the 
people and Jesus was hung on the cross. Both free and suppressed nations do 
support the government's attitude. Ninety-nine percent approval by the Genn3.n 
people brought Hitler to power. When a legislative referendum is asked of the 
people, it carries with it the :i.rrplied SUPIX>rt of the government. It is an 
extremely easy thing for than to get the number of signatures necessary for an 
initiative. He was instrumental in defeating the bottle bill. It is diffi­
cult to defeat an initiave. Proponents say it is a close issue and should be 
given to the people. There are many very controversial issues in the Legis­
lature. Should the Legislature seek the advice of the people? 

There are many such issues - religioUs issue, ERA issue, abortion, 
teachers' tenure and the IX>wers of school boards, the use or non-use of 
IX>ker machines, the inventory tax, the classifications of taxation, mandatory 
sentencing, sex education - if the Legislature takes the attitude that it 
refers these to the people, it may be shirking its duty. It the bill gets 
through one house, it is time to study it. What is the opportunity for a 
referendum? Shall the question pass or fail? There is no oPIX>rtunity for the 
discburse and dialogue. It results in overs:i.rrplification of an econanic ques­
tion. It turns a controversial issue into a media event. It bea::mes a media 

. event where the issue can be reduced to a few s:i.rrple questions - 30-second 
radio and TV, quarter page newspaper ads, oversimplified on the ballot where 
it has to be expressed in 100 words or less. A pamphlet for information to 
the voter has a limit of 200 words - it lacks that·intricate review that the 
legislative process has. Anytime a legislative body refers something to the 
people it carries with it the implied- recarmendation that it pass. Y{)U would 
be implying that HB 151 was erroneously kil·1ed. The subject of HB 151 has 
been killed already. Will you each have a backup bill in identical tenus? 

Sane people may be stirred up and they will not find it difficult to 
gather up the signatures - it will be a mandate to the Legislature that the 
people want this. The sponsor wouldn't mind if you change the substance of 
HB 151 language to HB 51 language. You will have changed the intent of HB 340 
in its entirety. Should consider the theory of referendum and recatmend that 
this bill receive a Do Not Pass. 

REP. IDBER!' ELLERD, House District #75, Glliatin County, said nobody 
knows what the price of milk is going to do, neither he or the dairy fanner 
or anylxldy else. This has been agreed to and heard for many years. You are 
going to hear it forever and he thinks an initiative is the only fair way to 
do it. 

BIIL ASHER, representing the Agricultural Preservation Association, the 
Park County Legislative Association, the Sweetgrass County Preservation Asso-

ciation, the Stillwater County Agricultural Legislative Association, all op£x>se 
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HB 340. 

PAT UNDE:EKX)D, M::>ntana Fann Bureau, BozerraIl, opposes HB 340 as being 
detrimental to the dairy industry of M:>ntana. 

BILL JENSEN', a milk producer in the BillirYJsarea, opposes a referendum. 
See his testim:>ny EXHIBIT C. 

ANN SCOTr, M:>ntana Fanners Union, opposes HB 340. See her witness 
sheet testim::my. 

OONALD J. HAMSER, National Fanners Organization, Shelby I opposes HB 340. 
See his witness sheet for testiIrony. . 

ALICE FRYSI:IE, M:>ntana Cattlemen's Association and NED, Helena, oppose 
HB 340. See witness sheet for testiIrony. 

For othe:rsopposing HB 340 see the attached copies cf the Visitors' Register. 

QUESTIONS -

Rep. Andreason asked Mr. Dougherty if sanething canes through on a refer­
endum, it would imply support? Rep. Andreason wished to go on record as taking 
offense at Mr. Dougherty's reference to the crucifixion of Christ. He felt 
it illlcalled for an irreverent. Rep. Kessler also felt there is no relevance. 

Rep. Vincent asked are you saying that the initiative shouldn't even be 
a part of our Constitution? Mr. Dougherty said he was opposed to initiatives 
but- do say even initiatives carry the danger of oversimplification as they 
did in the bottle bill and as they did in the nuclear iniative. Sane passed 
and sane failed. Rep. Vincent continued, the referendum, the provision that 
allows for the referendum, maybe it shouldn't be there? An issue that it feels 
a lot of people who are interested should not have the power of referendum? 
Mr. Dougherty thought it should be used with a great deal of implication of 
legislative support. The people think you as their law makers are recrnmend­
ing its passage. Rep. Vincent asked if the sales tax issue was presented as 
a referendum - it was and it failed.·· 'Rep. Vincent said the sales tax in 1911 
was referred to the people because the r.egislature could not or would not take 
it upon thanselves. In some cases your a ~gtlment might hold 'milk' but in 
other cases it might not. 

Rep. Bergene respresents an area in Great Falls not designed to be very 
'writtey' and for the first bills they had not ccrrrnunicated with her, nor had 
anyone fran the Milk Control Board. People are very concerned al:xJut the inia­
tive process. She would have to reject your arguments because she feels the 
people should have the right to do so. 

Rep. Vincent advised let the people decide and see what happens if HB 51 
were amended into this and the referendum passes. Mr. Dougherty said the 
action of a referendum doesn't always settle a question. The bottle bill will 
be on the rellot forever. Rep. Vincent said there is the possibility that if 
HB 51 does pass in the fonn of an initiative you may well cane in here and 
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roodify it. Mr. Dougherty thought it could happen. The wine issue was amended 
:in less than 120 days after it was passed by the people. The lobbyist bill 
would have been amended had it not becane anbroiled in a constitutional 
question. 

Rep. Ellerd asked if it failed, would you pranise to not cane back in 
and ask that it be changed? Mr. Dougherty thought the people have spoken 
on that and the Le:Jislature should not touch that. He would give his carmit­
ment on that. 

Rep. Hannah closed. He appreciated the way it has been handled today. 
He also appreciated the camtents that people should have the opportunity to 
vote on this. He feels this issue will cane before the people - this issue 
will cane before the people. This Le:Jis1ature has the responsibility to take 
a look and feels the legislature has been behind for two years on a total 
wipe out for the Milk control Board. It would be better to present the 
people a bill that had sane thought, lots of testim:my I that it consider 
the prcrlucers. Their main concern is two-fo1d - Idaho is not the last state 
to gain control on the prcrlucer level. The other problem is the scare on 
this that when this happens, every producer in the state will go down the 
drain. If the ccmnittee decides they can direct this bill to roth areas, 
people will vote on decontrol of milk. He is not saying milk prices will 
go down, but if this goes before the people, there is an oveIWhelming p::>ssi­
bility that they will vote the milk control out. A total erotiona1 vote on 
whether the Milk Control Board is a viable entity. He thinks we need to 
address it first and not wait for an iniative - to give this J:x:rly an opportun­
ity to address a problem which would call for total decontrol; and to give 
an opportunity for it to go to the floor where it would have the chance of 
being voted up::>n. 

HOUSE BILL 385 -

REP. PAUL PIS'IORIA, House District #39, Great Falls, co-sp::>nsored 
lIB 385 with Rep. Richard Manning, Great Falls. '''Blues'' refers to roth the 
Blue Cross and Blue Shield. This bill would put the Blues under full con­
trol of the Carrnissioner of Ihsurance; under Sonny anho1t, and tax them 
with 2-3/4%. Whenever they have a new fOl:m, they would have to give the 
Ccmnissioner 30 days to examine the policy and actually examine their rooks 
every three years. Rep. Pistoria feels he was elected to represent all of 
the people - not just represent the Blues - senior citizens who are getting 
'the shaft' and are unable to defend thanse1 ves. 

He read an article written by W1.11 Rogers March 19, 1933. EXHIBIT Dl. 

This is the time to consider putting the Blues under control of the 
Insurance Ccmnissioner. The Blues have been paying 20¢ per me:nber to the 
Insurance Corrmissioner's office. This is not enough - their praniuns are not 
lower than private insurance canpa.nies. Why? In sane cases, the Blues are 
higher. They do pay property tax. Doesn't know what they invest in. He 
thinks they should be taxed and put under control so all our people and the 
members know what their financial status is. 

He had a claim for an illness in his family that was not paid and went 
on and on. He asked Medicaid to review it, but nothing happened. He feels 
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the Blues should be under the control of the camdssioner. Doctor fees are 
increasing rapidly. Doctors figure everyone has hospital insurance and so 
rrore prople are put in the hospital. He explained his testimony EXHIBIT D2, 
at length, emphasizing rising insurance rosts, doctors putting people in the 
hospital. Blue Shield and Blue Cross make the check out to the hospital and 
it is hard to get a refund. 

He asked Sonny Qnholt why this goes on, and he was told until the Blues 
are placed under the Insurance Ccmnissioner's office, they can It do a,pything 
al::x:>ut it, but if they had full control, these cases \t,Uuld be settled in 2-3 
v;eeks. OUr senior citizens must be protected. He thinks everyone in M:>ntana 
should be paid up :i.nmediately for doctor and hospital bills. He thinks every­
thing should be taxed. The free enterprise system has operated for over 
200 years based on our tax system to serve our government to serve all of 
our people. Why should so many people who believe in our tax system not 
want to be taxed? That is the government ~ have in the United States. 

Controlling the Blues and taxing them 2-3/4% places them in the hands 
of the bureaucrats sate people feel. He doesn't consider Sonny Qnholt a 
bureaucrat - he is a man of integrity, and he is not a bureaucrat. Bill­
boards along the highways say the Blue Shield and Blue Cross pay the rrost 
of hospital and doctor bills. The \t,Urd "rrost" is not true - it is very 
deceptive. When you deal with the Blues you have no way to solve your prob­
lens or anyone to listen to your canplaints - you are at their mercy. There 
is no way to appeal other than to hire an attorney which ~d cost rrore than 
the doctor bill. 

Therefore, we nmst have sane way to help ourselves. They nmst be put 
under the control of the Insurance Carmissioner. They threaten to raise 
their premiums $35 per year. Here the private insurance ccmpanies are 
paying that $15 million in taxes and their premiums are lower than the Blues 
and they pay rrore than the Blues on your claim. He was at the hearing in 
1979 and that carmittee at that time really \t,Urked over the Blues - even 
to the point of what ~e the salaries of their managers - and it is between 
$50 and $100,000 - possibly $75,000. He thinks it is time to find out their 
financial condition and what they are all making. 

He doesn't object to the Blues buying property - he likes the tax base~ 
"thev are investinq our premiums in other sources and how can vou and I know 
whether they are qood investments or not. He went to the White House October 
22, 1979. Dave Mmninq was there on enerqv windfall taxes. He talked to 
an assistant alxmt Medicare - talked about Blue Cross and Blue Shield. Thev 
are involverl in investiqatinq the Blues because they are receivinq so manv 
ccmpl:aints about injustices. Not nmch can be done until they are under the 
Insurance C<mnissioner's office which is the way rrost states have it. 

Five hundrerl doctors are menbers of Blue Shield. Part of the premium 
goes to a pension fund for doctors. The foot doctors tried to join that 
organization - they could join but they could not take part in the pension 
plan. They ~e told to please not expose this because they could be in­
volved in the IRS. They have approximately 500 in Billings. The Blues 
paid the fee schedule - 67 agreed to accept the rates, 400 charge rrore, 
and ~ pay rrore for having these doctors. 
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Rep. Fabrega explained there are 'b.o issues here - supervision of the 
Blues in the Insurance carmissioner's office, and premium tax of 2-3/4%. 

JO DRISCOLL, Insurance carmissioner's office, was not taking a position 
on sore of the positions in the bill, and is in support of the other. The 
Blues are indeed tmder the control of the Insurance Camtissioner to the 
extent of Chapter 30 of the insurance laws. They are not as detailed as 
other carriers. The Blues have indeed cooperated with their office in ac­
cordance with our laws. They have special people in their office to 'handle 
cx::mplaints on Medicare. The problem is with our laws covering Medicare 
coverage. They can only process cla:irns in accordance with the laws. She 
takes no position on the levying of taxes - that is entirely up to the can­
mittee. 

Regarding the requirerrent that fonns are filed before use - they have 
asked Blue Shield and Cross to cane in and sit down with than in adminis­
tering the policies in the way we would like to have than do. Admitted 
carriers - laws do not tell what coverages they nrust offer. Also, they 
cannot regulate rates. There is a fiscal note for $105,000 for the next 
two years because they have 3 canpanies to examine. They do not have an 
actuary on their staff. She is pleased with the way their depa.rt:ment 
operates, but they cannot resolve all problems. Physicians' services are 
not regulated by their office or anyone else. She supports the filing of 
fonns prior to use. 

JIM DANIElS, representing h:irnself, is a :me:nber of the National Insurance 
Underwriters but does not speak for them. He is speaking for h:irnself and 
those people who have to pay taxes. Blues are quite large in Billings, and 
he finds them to be very fine CClrlpetition which is good in the free enter­
prise systan - lose sane and win scme. They have a canpetitive advantage 
as it pertains to taxes, but he really hasn't had any reason to feel this 
has had much effect in his competition with the Blues.- His argument is 
in increasing taxes to the state fund. Even if we tax the Blues, the trend 
has gone to where the major insurance companies -. he does not work for an 
insurance canpany, he is an independent contractor - have just in the last 
yearorscr beendefaulting the taxes in)-bntana. Self-flIDded plans - the city 
of Billings has been with the Blues -for several years, and the premium was~ . 
sanething like $800,000 a year, but the Blues were paying no taxes. The 
taxes incurred on such an :insw:ance plan would be approxiroately $45,000, but 
not on the self-funded plan. On a self-funded plan costing $400,000, a 
premium tax of $25,000 would be paid. The Billings schools pay $200,000 
a nonth on $2.5 million principally under a carmercial insurer. They will 
be changing to a self-funded plan this year. We are going to lose taxes on 
$2.5 million. It doesn't matter whether the Blues are taxed or not - we 
have life insurance cx::mpanies that will self-insure 50-man groups. Any 
employer that has 50 or nore employees will be self-funded so we will lose 
revenue. He is taking a neutral position on this, but he thinks that this 
infonnation is important to this ccmnittee because we are not going to gain 
in taxes - we are going to lose. 

OPl?ONENTS -

ALLEN CAIN, Blue Shield, Helena, opposes HB 385. The MPS was fotmded in 
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1946 under special legislation to operate .... look at fonn 13 I that has all 
that Wo:r:mation. canplete disclosure fees of March, a fee which is ear­
marked for the use of the Canmissioner for administration purposes. There 
is a $12,000 fee estimated for this year. He suggested taking the tax off 
the other health insurance ccrnpanies. He has no objection to the contracts 
and when they have to be filed in accordance with the bill. He feels there 
isn I t justification for the examination since there are reports now suhnit­
ted providing full disclosure. See EXHIBIT E. 

Part of the Blue premium goes to a doctors' retirement fund. The 
unit stabilization fund takes 10% out of what a doctor would get and this 
is held in a reserve - it is a doctor I s rroney and it would be used to pay 
his claims if times get tough. All these funds w:::mld have to be used for 
stability if it became necessru:y to pay claims. 

BILL SCHMIDT, Galusha, Higgins and Galusha, certified Public Account­
ants, of Helena, has represented Blue Shield and MPS, and was resIX>nsible 
for the audit of Blue Shield. He opposes HB 385 for several reasons - see 
EXHIBIT F. He feels it would impose another cost and another layer of 
bureaucracy. 

RUSS RITrER, Director of the Montana Chamber of Ccmnerce, Vice Presi­
dent of Carroll College, and an elected city official, shares the Council I s 
feelings and does not favor the non-profit over the profit group. The in­
surance is S::rictly the bottan line. The Montana Chamber of Ccmrerce re­
presents about 1200 businesses, many of them small who employapprox.imately 
35,000 people. They provide the same 35,000 employees with health provi­
sions. The businesses that buy insurance fran non-profit caapanies don It 
get anynore bite on the cost of health insurance. It is $25-29 per employee. 

Regarding local government: it was very easy for us to ccmpute the 
anount of noney the City of Helena will pay - if passed, it would be in the 
area of $7,000 for what their CMn. employees are going to have to pay. 
He happens to v.-ork for a small independent colleqe. The students of that 
college are the ones b"1.at pay those bills-- an extra $10-12 on the tuition, 
$6.75 of which are fran the S:tateof Mmtana. Hope you kill the bill once 
and for all. ' 

WALT VAIACICH, Great Falls, has always taken the side of the so-called 
under dog. Philosophically, he is against the bill and he is not concerned 
about feeding an already bloated general ftmd. 

DAN LeB.Z\R, Blue Cross attorney, Great Falls, shares sane of the concerns 
about what the effect will be on the senior citizens of .M:mtana, the working 
groups, the family members. He differs with the proponents what the effect 
will be on those people. It is clear that that cost would be bone by these 
manbers. He hasn't seEn any reasons for adding this. 

MIKE IfAM.DND, Helena, representing himself, feels he pays enough for 
health care now and this would impose additional costs for health care. He 
hopes this does not pass. 

VIRGIL MILLER, President of Blue Cross, said the bill is inflationru:y 
and v.ould increase the cost of health insurance. It would cost members in 
excess of $1 million per year - $30-$35 per year. It provides for a mandatory 
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audit. They are already ill1.der the jurisdiction of the Insurance Ccmnis­
sioner and pay fees for the cost of administration. 

JIM MAIERLE, M:>rrison-Maierle, Inc., engineers, are concenred with 
Section 1 imposing a tax on fees or dues paid to health seI:Vice corpora­
tions equal to 2.75%. This tax VX)uld be directly passed on to our finn. 
See EXHmIT G. 

MIKE BULlOCK, Vice President of Helena Industries -engageS', iiI ilie 
business of trapnmg handicapped persons. They pay the dues for medical '. 
coverage for each employee. This,-c group medical service has been provided 
by the Blues and they are satisfied. Helena Industries is having to con­
tend with ever increasing costs. The tax pro:posed in HB 385 VX)uld add 
approximately $544.08 to the premiums that our canpany pays for our Em­

ployees - the Employees would have to ccme up with an additional $180. 
Management of this organization is interested in providing excellent 
fringe benefits, but cannot do that if costs continue to rise. See EXHIBIT H. 

DENNIS P. CORBETI', Aluminum. ~\Torkers, Kalispell, represents 1,000 
Employees who have been carried ill1.der the M::mtana Blue Cross and have had 
really good success with them - a good relationship. He wanted to go on 
record that all 1,000 of them are against this bill. It is inflationary. 
Treyd::m'tneed a taxon their health plan. They got it defeated last time. 
Please don't tax us on our health plan. 

BILL PEDERSON, O.C.A.vl., Billings, said HB 385 is inflationary. It 
is going to add to their costs - 2 3/4% premium tax would probably be 5% 
by the time it got to them and the extra taxes on the city employees. 
That is IIDre tax than they feel is necessary. Both parties and both houses 
in the Legislature are proposing less taxes and now we have a member of 
the Hous~ of Representatives asking us to pay IIDre tax. He urged this bill 
be defeated. 

IRVIN E. DELLINGER, Executive Secretary of the M:>ntana Building 
Material Dealers Association, Helena, opposes H:s 385. They have a satis­
factory contract with a non-profit health service corporation. Any addi­
tional taxes would be passed on. tq their custaners. MEmbers will have to 
cancel their :policies or look at other policies with less coverage. See 
EXHIBIT I. 

JOHN OOULAS, Great Falls, representing himself, is an independent 
Blues contractor. He feels the 2 3/4% tax VX)uld be inflationary and not 
in the best interests of the State of r-bntana. It has been his experience 
that the ccmnercial canpanies do not provide as canprehensive a program as 
the Blues do and they have been under the Ccmnissioner. 

KEITH OLSON, Executive Director of the 1>bntana IDgging Association, they 
are covered by Blue Cross and they like their. coverage. HB 385 will not 
break any logging contractors, but it will make a difference as to whether 
they cover themselves and their employees. 

DWAYNE PHIPPEN, O.C.A.W. 2-493, cut Bank, has 80 members who are 
opposed to HB 385. 
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QUESTIONS -

Rep. Harper said Dr. John Stri'Zich believes he gets as good or 
better M1?S ooverage. He does not indicate any support of this bill. 

Rep. Jensen asked Ms. Drisooll if she had any facts at her disposal 
whereby you could canpare premiums with coverage. She said insurance 
canpanies are not required to file rates with the Carrmissioner. This is 
open to carrpetition. Inasmuch as the Blues write 50% of the business in 
the state, it shows they must be competitive. 

Rep. Andreason asked Ms. Driscoll if she found they have any less 
authority in rronitoring -- is there any difference? She replied there 
is a slight difference as it relates to fonns. There are specific laws 
set forth for regular canpanies but not for the Blues. He further asked 
regarding canplaints if there is any difference in their ability to look 
into and enforce consumer canplaints. She said they look at whether the 
tenns of the contract are canplied with. 

Rep. Schultz asked if the 2Q¢ paid once a year on each member -
$28,000 - does that take care of the costs in your office. Ms. Driscoll 
said they don't get the $28,000 in their office. The Legislature allowed 
them to budget for one person. If they got the $28,000 they oould do a 
little rrore. Rep. Fabrega asked how long ago the Legislature allowed them 
one FI'E? She said in 1975. Rep. Fabrega asked if they need rrore people 
in her office to take care of the business brought in because of the Blues. 
She said they oould use another one or 1/2 persons. They do need rrore 
people. It is hard not to increase government. The $28,000 would cover 
her cost if she got the rroney. 

Rep. Ki tse:llna.n asked when the 20¢ for each individual was imposed. 
Would there be any problem in increasing it sanewhat? Mr. Miller said 
they would have no problem with that;whatever is necessary to cover the 
administration, to supervise and enforce the laws. All fees collected by 
their office go to the general fund and unless earmarked, it would have to 
go to the general fund Ms. Driscoll advised. 

Rep. Fabrega asked alx>ut taXing the Blues, and Mr. Daniels said the 
arrount of premium tax that you are going to receive in the future will be 
d.iminishing. He thinks all taxes on health insurance are regressive but 
you can't give out-of-state campanies a windfall of 2.75%. 

Rep. Fabrega asked alx>ut the provision on page 3, line 3, and if 
there would be a problem if the camri.ttee took the tax bite out. No 
problem with filing fonns with the Carmissioner 30 days before their use. 
There \o\Ould be no objection. 

Rep. Kessler was ooncerned with the lack of control, and lack of 
recourse. Ms. Driscoll said they have no control over M:rlicare and there 
isn't much recourse. She thinks that causes sane problems. A person 
oould go to the Carrmissioner' s office for any ca:nplaints. 

Rep. Pistoria closed asking what are they going to do by themselves 
to expedite their claims. Everyone here thinks they are going to get a 
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2 3/4% tax - it is going to raise their praniurns. How cane it is going 
to raise your pranium? The private insurance canpanies pay this tax and 
most of their premiums are lower than the Blues. They have never explained. 
it to your carmittee. I showed you several examples - so much of that is 
going on. He talked this over with our Insurance Ccmnissioner, Sonny 
anholt, but he w:::>uld have to have nore control over the Blues. He wants 
to give more authority to the Ccmnissioner to examine things brought out 
today. Why don't they tell you 'Why their praniurns in sane cases are 
higher and in sane cases they don't pay private claims. They w:::>uld not 
tell the people why it w:::>uld be increased. 

Meeting adjourned at 11: 30 a.m. 
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Connie J. Jol'}rrson,' RD, "!PH '., 
Hegistered D;let;t1an 
1701 Choteau I 

Helen .. 1. t10:1t,~~a 

Government and uni ver~ri.tv ;lUtr'i.t:'!.on surveys hr've ShOW~l repnatedly 

that one Jf tho nutrients most ,L:e:-dng in diets of J\rner~ c<':': ~s (!,:-,lci lim 

Th I.S is, also, true for };ontnn;\m; :13 evidensed in the SupDlcmentnl Food 

Pror;ran for l/'1lornen, Infants and Children (IV!C) and the USDA 'Sxtens'Lon 

The best source of calciur~ is ,~ilk. Yet with its high cost, adequate 

m:'lOunts of milk nre inc;-easingly out of rench of thH Hontnrw consumer. 

Deregulation of milk prices will encourage price cornpetiUon, 10'''[e1' 

milk prices and ~lUt more milk on our kitchen tables. 

Alsl.,). 'OCC[\U 5e mi.lk is a princi;Jle food i teli1 in the line rr()f~rD.m, the 

WIe Coordin:ltor has stated that at lO¢ lCBs per} gaUon there would 

be a st:::te'\{ide 5d" ::.ngs of ;p60 9 000 to the state v1l:;C Pro;>:ram. 
Assoc. 

'rhe Nont&!1H .0ieteti.c!strongly urges 3UrJport of n9· 340 to allO'iIi t.ne 

voters of ~:ontana the opportunity to decide on deregulatins mUk prices. 



TESTIMONY IN SUPPORT OF !WUSE BI~40 
BY 

GEORGE -x:- LOSLEBEN ---'---
My name is George Losleben and I am here representing the 

- State Antitrust enforcement Bureau of the Attorney General's office. 

We support this legislation, as we did House Bills 51 and 151. 
because it would allow the retail price of milk In Montana to be 
determined by fair and open competition -- not artificially fixed 
at an elevated level by the Milk Control Board as it now is. 

Fair competition without the Milk Control Board will undoubt­
edly bring the price of milk down to a reasonable level for the 
Montana consumer so that he and she can buy more milk for their 
families. 

With the increased demand caused by deregulated and lower 
milk prices, the Montana dairyman will be called upon to provide 
more milk for the Montana market 3 and surely, more production will 
mean greater profits. 

In short, the Montana dairyman and the Montana consumer will 
be joint beneficiaries of House Bill J40. 

Please support its passage so that t.he people of Montana -- the 
silent majority whom we claim to represent can decide whether or 
not they want the Milk Control Board. 

The people of Montana deserve a "say" in their government and 
in,the price they are to pay for milk. ~et the people accept or 
reJect the current price controls imposed on milk by the Milk 
Control Board and the legislature. Vote in favor of House Bill 340. 
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IUUSONS. 

SUPPOSE KILlC WlIfl' DOIffl 10, PER GALLON AND SUPPOSE THlC AVll:RAG$ FAMILI 

PUBCHASiJ) 2 CALLONS PlIlR WEIllC. THE SAVOOS FOR THI AV~Bi'AMILI WOULD 
. ," 

B120f! PJIft ~ OR $lO~40 PER yrUR. WHAT WOULD THIS 10. ~(ULLOKIIlCir 

. COST Ttll ftOflIOIR? FOR lM:RY OHI: aleNT DiOP PmR ;. GALLON MlUII 2,; PIa 

100 PWNm MILK, 'rillS TIMBS S WOULD COST TNI PROWCEB 1.04 pC' 100 POUQS 

,,', "vi -; . 

,,' '> :";;-;';" ,',= , 

:.:,w"'.-u '1 OUT Of IUSIlUlSS. XW ,MAl . SAt. mi. IIU1'!ra 
, , .. ' . . ' .' ' . '. . ".'f! ~ ..;,!'; ;.~~;~~;. ' . 

• ?, ....... \V1'. TIfU· SHOULD II HUI, J\I'I WlIR. ·_.~'_;(;r"· 

.'. ~rr_ ova 'cHlCK AID HI XS Hat OlJLlQ~~~"'·ff·.' ,.~., 
.l~.UtGI 8JJBaUs OF_*a IDAHO.~.:~,. • ..al;:' 

tlftl11111i6a·. OM Sd.· T41 1'lOft I,MVI IT. I _:_".Qf~:... 
". PiOWCEVlLL f_ Ja .•.... ,TIft_ .{ tii> " .. ' -;)';'1..:>, 

: ,", ',.. I\,~,~ .. ,:: ',r:' 1.',', ,"~: 

.OO'1,IaW YI@f . .., .. - .- VCIttJ) . '.' " !.:l{~ , 
_ ... ~:<.~.n aJ'tOF BUsn"' •• rAill. WITH coaraoLS OJT':~'> '. , ' s.;, .. 

/', -.,.~.<" ", _ ",.::-:{;;~,:<. 'i:-':.' :;:. 

BVnUrai' . .' A. AlfJ) ALLc.SUJ ,.~. WILL ilO TO IDAHO oa:_~i" JItIiCa' 

'. ; ...... o.'~JJl.fDm M:tL1C THI .bnST ... SAFlfWAJ WILL GO',. OF 87." 
, . ". ;'--1," ; 

TO GZ' 'DIm MlIdC IF THE'! CAN GJ:l' IT OHIU.PER. WHAt WILL H_ t'O TU 

PRIOIil TO ODJIIuMBRS WKlIN ALL MONT AHA PaOWCIBS Altl our OF BU8IIIss. MILl 

WILt. JUJf.P 1m' ONLY 10, p~ GALLON. BUT PROBABLY 20, TO 50' ,. QALL(If. 

W4'f, ~,,_ .. Q~ ~~a~.I~~~lJJ!.,lV.t 0!Dt lMt,BOt'TLD 
" J . , -.-' -' .• ~ 
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ftl SAMi DAY OF PICKUP AND PUT ON THE GROCERS SHELF. OUT 0' STAT. MlLJC lKXJL1) 

1& 4 TO 6 DAD OLD WK. PUT ON THE SHELF. NATURALLY, IF THi 00UUM1i1R $'!OLJ) 

MIUC IIILL GO DOVN II PRIem IF IT IS DlOOONTROLLiD, THIt wILL Cf81'ADfLt YOfI fOR 

'.nn: ~.AtfD OF COURSE, THI OONStOO.i:B HAS THI PROlllOl88 0U'l'IfUMJ .... 

JUT, WILL MR. HANNAH TILL THEM '1'Iu:r THm PRICI \lILL IVEN!UALlif GO HIDKE.' 

1 lX'IUBT THIS VERY MUCH. 

I HAVE Bill IN THE DAIRY BUSIKES FOR AUtOST 40 UARS, WK. TO MILK 

CXJltROL LAVVAS FIRSt DfACTED. IT WJ\StIfOf TOO SATISfAafOIt AT naaT. lUI 
AFrIR SI'IIlUL lIARS OF AlUlNDKMS AND ADDiW li'UlfDJ PRO VI_ B~ . \'HI ~CEI 

AIm l)I8TIUJ1U'fOllS TO JIQ'OllO& THliI LAIl, WI HAVI A VIIlt GOOD LAW .., OOISUM_ 
~ 

AU ~A SUFFICllrrSUPPLY OF WHOLEOMII QUALITY lIUC AIJ)~:WC PIlOll1ara. 

B. THB JIlILlC PRODUOERS. SPEND A LOr OF HOMilY IN KONTANA.AP.PBOXIIUfILt. 

: ,,,.000,000.00 a YlWl. TO LOSm THIS WOOLD il A MSAST. FOR HONlANA. 

PLlUSl. LI'1'S trOT Lm' THIS HAPP •• 

THAIftC 100. 

tIM. JllfSB:N 

roMPErS PILLAR 

MOliTAMA ,'S906ff 
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HOUSE BILL 385 

s'rATEMENT OF IN'Imr 

A staten~nt of intent is required for House Bill 385 to c..xplain t11e 

purjX)se of the legislature in approving the incre.ase in the fee for filing 

of armual report by health service corF,XJrations. '1'11is bill raises the fee 

for e . .ach individual or family mit coverro, from 20 cents to 50 cents, 

to fin,mce the perfonnance audits requirro on each health service corporation 

at least once every four years and to c.::rrry out other duties :im:p:)sed on the 

Insurance 1)c~p<-"1rt.ITGlt. The :insurance IX!partrrcnt estinutes it 'vJill rC'gUire 

one additionaIF'l'E plus a necessary appropriation to cover additional 

related costs such as actuarial fees, travel expenses, office space, bE:nefits 

and office equip:rent for the FrE. 'I'he intention of the legislature is to 

collect the increase in U1C:- fc-'e only if the uc1diti.onal pm and appropriation 

are autJ1orized. 



ProPOSED AMENDMENI' 'ro HOUSE BILL 385 -

1. Title, lines 5, 6 and 7. 
Following: "CORPORATIOOS:" on line 5 
Strike: "'ro" through "TAXEDJI on line 7 
Insert: "'ro rnCRFA<3E THE ANthw, REPORl' FEE 'lP-59 CENTS FOR EACH MEMBER" 

. . ~~~ 
2. Tl.tle, line 10.-"-
Following: "EVERY" 
Strike: "3" 
Insert: " 4" 

3. Title, line 11. 
Following: "33-30-301, M:7\,JJ 

Strike: '''; ANE REPFALlNG SECl'IOO 33-30-203, M:7\," 

4. Page 1, line 14 through line 24. 
Strike: Section 1 in its entirety 
Renumber: subsequent sections 

5. Page 2, following line 20. 
Insert: II (g) filing arulUal retX>rt, a fee of 50 cents for each individual 

or family mit the coIp)ratian covered at the close of the year to which 
the armual report is applicable, except that the minimum fee payable 
up:n filing of an armual report is $100. II 

6. Page 4, lines 8 and 9. 
Following: IIH" on line 8 
Strike: IIAt least once in every 3 years or at any time" 
Insert: "If" 

7. Page 4, following line 12. 
Insert:"~ II (2) In addition to the examination authorized in subsection 1, 

at least once every 4 years, the a::mnissioner shall conduct an examina­
tion of each health service Corporation to detennine th'l~;.i.l1e coIp)ration 
fulfills its contractual obligations by pranpt satisfaction of claims at 
the highest rronetary level consistent with reasonable dues or fees, and 
tha.t the corporation r s managem:mt exercises appropriate fiscal controls 
and personnel policies to assure that efficient and econanic administration 
restrains overhead costs for the benefit of its menbers. 

Renumber: subsequent subsections 

8. Page 5, lines 8 and 9. 
Strike: Section 5 in its entirety 

Renumber: subsequent section 

/ 
. (('1 ( c" 



Will Roger3 
____ .. says ... 

"Tax exempt bonds is 
the biggest thing in the 
world the matter with the 
tax system. It'~ the most 
unjust, unequal law we 

PAGE 

have in this country. Every one of you 
that own or make anything pays some sort 
of tax on it. While a financier receiving 
300 thousand dollars a year in interest 
from tax exempt bonds, wouldn't pay a cent 
to the upkeep of his government from which 
he not only received protection for him­
self and family, but also his government 
guarantees him his original investment. 
Now think that over a bit and wonder what 
is the matter with the country! Nothing 
~n our country should be tax exempt! So 
write to your congressmen and tell him to 
do away with tax exempt bonds. Even if 
he can't read, write to him" -- March 19, 
1933. 
Clipping from Tribune this date .. r1ud.bt.r...wl~"'~ 



Trd.s act revises the 1:>.;" relat:i.n~~ to h,)3.1 th so~'VjC,3 o:=-,;ariz3.t~:)ns in tnt) 
follo.dn~; !l:3.i1:1Gr: 

A. Repeals the present provision Hhich requires the filin::; o~ an armual 

report a!ld a foe of 20 cent,s fo~ each individual or fa:':..Uy uni t covered 

£L D:JES OR FEES COLLECTED FJ.o:r K'>~E:lS I AND FTLIN G OF f~E?O? T AS R':~ ~:;I2:::_; 

2: SECTIO~: 33-30-2020 

B. Present 1mr requj.res that such organizations fila copies of all forms 

wi th the co:n:d.ssion \n thin 30 days after form is first used. 

Th.i.s would (':"ive th3 comnd.ssionor's office an opportunity to rovicH tbc 

forr;;::; prior to thclr issullDcB and ,rould clirrlinatc the problem of forms 

o 

bej.l1g used Hhich rr.:\~T not have mot the approval of ... ' ",no conrri.ssionor's o:::-f~ \~O. 

C. Presont Ii'll-< prov1dos for exald.nation o:1ly if the CO!r.lrl-lssion h,1.8 reason 

to believe thr:; corporation is unable or potentially unable to fulfill 

its c;);ltractual obli ga tions to its me1:bors 0 Hi thou t examna tion thor,; 

would be no way of makinc this cJeterlnina hem. 

~'iE~;u:'IE:~T ':10ULD PROVIDE FOR EXAr,rrtJATIOl'l AT LEAST O:rCE n E'lERY 3 YBAE3 

OR AT !.J:Y Tn~t': THE COi-1MISSImJEH FELT 03LIGA1TO:J.S CO~lLD ;WT BE j\TE;r. 



STATE OF MONTANA 

FISCAL NOTE 

Forlll RfJ·I5 

. .4 f. /,f. ":> ? / 
wrl ten request (ecelvelJ' __ ..h._, __ v..'th _____ ., 19 Y./.._ , there is hereby submitted a Fiscal Note 

--'-- ------ - pur,uant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

Background inf lIsed in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legisl3tur~ upon request . 
. --------.-~---------. 

De3~:drtio;! of Proposed l"Jv."lfl.tio~: 

IIJ "Yi1akes thrce basic cha~gcs in prtJscmt la',: 

81~rcpe0.J.s tho annual Hni t fee .lnd rc:pln.ces it by a tax 
2.75;: of the .::..:,:ount of all d'ole::; 0::' f083 collected by 
r.o~-:-ll'of:it h(;c.~th ~;Gr·I.iCG orc::.;.:::·,:.lt.ion';. 

of 

B. provides for filinf, of fo::':-::-; at 1 ca;; t 30 days prior to 
usc. 

c. rro'r1(~Js for exn.ni.nation of he.")l Lh sorvice organizati.ons 
at least once overy 3 yoars. 

S08 ~ork sheet nttachod 

t.~x:) 3\1:3e 

:;ct effect 

Toch:)i cal note-:: 

Exa:--:inott"i.0tl of otheX' insurers i:..; }Jl'ovi(k:::l foi.' by inSl1~'2:1C() :'~1·.-J3 and L:n;c; cll.::) 
p,"ovicic f:>::, the expense of examination to bo bClrnc by the in~;u:.::e:.:: bcin.; ex:.:c : .. n·'d. 
Thc?'u is no provision in this bill for payment of cxa::J.':'nation. F;x:a:nina~ion c')sts 
are boinJ estimated, b:tscd on thrElo such or£;9nizaUons prc.:;enEy doing b'J.s:il,css, 
t;'l() do:.C'stic:; and one foreien; includinG an estim:ltecl actual'ial expens") of .IS. 000 
cJc~. Initial oxa:;;::'n.1.tion costs "IOuld be h1[;:1('1' th~n futul~e cXCl.:rri.nations, ::.os be 
extont u'1d Un:e c~nsu:llcd is presently an unkno~m factor. Funds could be: 02-'.: :';:cd 
v:i th <tny overaGe to be returned to the Goneral fund. Intent as to exar-.::\ .. na t..::...:m of 
other than domestic organizati ons77777 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: _______________ _ 
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Blue Cross (. 
of Montana 

P. O. Box 5004 
3360 10 Avenue South 
Great Falls, Montana 59403 
Phone: 761-7310 

Blue Cross of Montana 
Statistical Data Sheet 

December, 1980 

Number of Employe~s as of 12/1/80 

Annual Payroll, Fiscal Year 1981 
Fringes, Fiscal Year 1981 

Total Employee Benefits, Fiscal Year 1981 

Total Annual Operating Expenses, Fiscal Year 1981 

Number of Claims Paid, Year Ended 12/31/79 

Blue Cross 
Hospital 
1'1ed/ Surg 

Total 

Medicare 

Blue Cross 

Total Claims 

Annual Dol~rs Handled (12 Months Ended 6/30/80) 

Hospital Claims 
Medical/Surgical Claims 
Hospital Claims for Members of Blue Cross Plans 

Hospitalized in Montana 
Nedicare Claims 
Administrative Expense 

Total Dollars Handled 

Current Enrollment 12/1/80 

, 

ill 

$3,325,000 
729,000 

$4,054,000 

$6,257,000 

135,050 
166,880 
301,930 _tll'llrl-S 

108,711 
410,641 

~1)\~L<i ~.~ I ~ ~ w 1 ~-
$ 20,012,000 

15,091,000 

1,989,000 
57,772,000 
5,360,000 

$100,224,000 

150,000 members 



MONTANA PHYSICIANS' SERVICE BLUE SHIELD 
404 Fuller AVl'nu ... P.O. nox 4309 • H .. I .. na. Montan •• 59601 • (40b) 442-5450 Medical· Surgical. Hospital 

February 22, 1979 

Dear Member: 

On Fe e Taxation Committee of the Montana I louse of Representatives intro-
duce House Bill 8 . The bill would, if passed, impose a 2. 75% tax on the Blue Shield 
dues lIC 1 you pay. !~ -;r ... ~ F~;.8~G 1M WfI'1 ? 
Because MPS Blue Shield is a non- Jrofit corporation, the imposition of this tax would 
automatically lead to a 2. 75 mcrease ill your Blue Shield dues. We do not feel this tax 
is justified or necessa mce ue k lield presently pays a fee to the Montana Insurance 
Commissioner's Office to defray the cost of regulating health service corporations. 

We further believe that the tax imposed by llollse Bill 873 would be unfair to those people 
who are attempting to provide for their hearth protection by budgeting. It would not 
affect those who fail or refuse to carry health protection, but rather would only tax 
people who pay for the cost of health care in advance. 

In these inflationary times, people are having a lwrd time paying for their health care 
protection. Some of our older Citizens, living on fixed incomes. have been forced to 
drop Blue Shield coverage because they CHl't afford it. 

Although talk of tax cuts has been prevalent during this Session, we are now faCing a new 
tax. We feel that many legislators do not fully appreciate the hardship that will result 
from the enactment of this new tax all the l'XpenSG of providing health care protection. 
Representatives of Blue Shield are working hard to convince the Legislature not to impose 
this new tax, but we necd your help. 

Herb Huennekens, Chairman 
E. N. Dassinger, Vice Chairman 
Verner L. Bertelson 
James H. Burnett 
Robert Dozier 
Jay Fabrega 
Harrison G. Fagg 
Peter J. Gilligan, J1'. 
Dan W. Harrington 
Les J. Hirsch 

Vicki Johnson 
Edward Lien 
Kenneth L. Nordtvedt, ]r. 
I-Iershall M. Robbins 
A rlyne Reichert 
Robert Sivertson 
Melv in Underdahl 
Orren Yinger 
Melvin J. Williams 

It is vitally important that your opposition to this bill be made known to members of the 
Committee as soon as possible since the Ilouse will be acting on this bill very soon. Please 
call, write or wire your representatives ~lIld urge them to oppose this legislation. 

(--_ .. _). .- ~ . Very tntlY~lI 

~A- ~~~ 
Michael E. Donovan 
President 

MED:dg 
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EXP4\NA T.ION of MEDICARE BENEFITS 
THIS IS A STATEMENT Of THE ACTION TAKEN ON YOUR MEDICARE CLAIM 

KEEP THIS NOTICE FOR YOUR RECORDS 

~~~~~,~~~~,!.~.~~~:;~~'!Y~~~ .~~!;'.E~~~~~~~ 

r1ENEFITS P~ID TO DATE :) 51 :3 C / 7 '0 

CONTROL <;; C r; ':j (}i+ ? :l3 4 t 

YOUR MEDICARE NUMBER 
iHEAlTH '''''S.JRANCf CLAIM NUMS.EK) 

3t6.1130 d,\ ... 
AL WAYS USE THIS NIJMBE R WHEN WRITING ABOUT CLAIM 

:;f.jEf t C IA;~ Y 

:<. A Y ? 1ST L:F;. I ~ K.',y PIsruRIA 
Yj 1 ~ L Ai,R t: 1~Cl 
H c l E ,'~ ~ ;'11 
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i ~ r.: l,::'/ A, i T 
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SERVICES WERE 
2. 

PROVIDED ay 

WHEN 
OATES Of SERVia 

AtOM TO 
MO. OAY 1'1 MO. CAY VI 

'<1 SHUll Ui 'J :; G4Q371 J't OJ 1 i 

'.-, STRIZIC~ o}. .~ 8J:'379 J 4fL 7 J 

.,.. STRIlICH ''; ~ U4Cj79 j.;4UJ 7') 

i./ SFUZICLi \. f'; 04C379 D'tDJ I) 
... STRIZICH :"1 ~, {Jltt' 37'; P't031} 

';)96.J1 

J. AMOONT 4. AMOUNT 5. EXPtANATION C* ANY OlfF£RENas BETWEEN 
COLUMNS J & 4. MEOICARE DOES NOT PAY fOR. BILLED APPlIOVEO 

;. c() 

:,.cu 
C3. ,.: U 

') • ~ ... u ! RLUT Ii<E ? I-'Y SI ~~ l EX ",·15 
eLL RCUT1~E J~YSICAl EX\~5 

&.IJ 17 ,. K ~:J II :'.: ~ p ~ Y ;; I ~~ A L ~ ~ A'~ :) 
KLJTI~c PnY~I~AL ~AA~~ 

~_ ~~ S TR ILl C'"! ;1 D . 0';0379 f- 1 4D3"{ ) 
7.C0 
1. CO 
'j. GD 

f~'':;UTlN::.I Pr.YSIC~L cX.\;S 
~0Url\E P~YSICAL EXA~S 
RCJTI~E ?bYSI~AL EXA~S J 'N" S T n I II C '-I f'~ :; .14Q37 S 

PlEASE BE SURE TO READ THE IMPORTANT 
INFORMATION ON 8ACK Of THIS NOTICE. 

)4937 } 

• 
fo(~~" 4-3,o\) 

TOTALS ~ 43.00 

INPATIENT RADIOLOGY & PATHOLOGY PHYSICIAN SERVICES AND CERTAIN 
LABORATORIES PAID IN FULL 

AMOUNT PAYA8LE AT 80"1. AfTER THE ANNUAl DEDUCTIBLE 

AMOUNT APPLIED TOWARD ANNUAL DEDUCTIBLE 
YOU HAVE MET OF THE DEDUCTIBLE FORl979 

"'LANCE PAYABlE AT 80% 

TOTAL MEDICARE PAYMENT 

MEDICARE 
PA/O 

---
REMARKS 

USfc THE ENClO5B) eQUal fOI MfOlCMf PAYMENT 101M THf NfXJ lIME YOU WISH TO (!.AIM MfOlCARf IENffITS 

SEf 
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EXPLANATION of MEDICARE BENEFITS 
THIS IS A STATEMENT OF THE ACTION TAKEN ON YOUR MEDICARE CLAIM 

KEEP THIS NOTIa FOR YOUR RECORDS 

~~,~:r.~~\~~~S.!,~.~~!·;!~~':'~~~ ~ ~IE~~~~~~~ 

If. 

YOUR MEDICARE NUMBER 
(HE'" TH INSlJllANCE CLAIM NUMU.) 

516013J93A 

... 
ALWAYS U~ THIS NUMBER WHEN WRITING ABOUT CLAIM 

R EN E FIT SPA I .J T [1 OAT!' O'J/3C/7C, R E .~ E F I C I A K Y 
c~a~ 90G9 0410506 

KAY PIS r CR I Ii 
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HELENA ,,~ T 
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SERVICES WERe 
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PLEASE BE SURE TO READ THE IMPORTANT 
INFORMATION ON BACK OF THIS NOTICE. TOT AlS ~ 1 4 7. 30 

INPATIENT RADiOlOGY & PATHOLOGY PHYSICIAN SERVICES AND CERTAIN 
LA80RATORIES PAID IN FUll 

AMOUNT PAYABLE AT 80% AFTER THE ANNUAL DEDUCTIBLE 

AMOU NT APPLIED TOWARD ANNUAL DEDUCTIBLE 1" 'r '-: 
YOU HAVE MET OF THE DEDUCTIBLE FOR j . 

BALANCE PAYABLE AT 80% 
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TOTAL MEDICARE PAYMENT 
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PHYSICAL EXA-IS 
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\:'{CU T IN ~ ? flP S.--\fH\$ 

MEDICARE 
PAID ...,. REMARKS 

USE THE ENCi.OSfD Rt'QUEST FOR MfDIC.4.Rt' PAYMENT FORM THE NEXT TlM£ YOU WISH TO CLAIM MEDICARE BENEFITS 
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MONTANA PHYSICIAN'S SERVICE 
',0, BOX 4309, HELENA, MONTANA S9601 
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Form Approved. 

OMB No. 72-R0838 
\.OCI ... l. IICUI-IITY "",*1"",,,""0_ 

III 

REQUEST FOR REVIEW OF PART B MEDICARE CLAIM 
Medical Insurance Benefits - Social Security Act 

.------------------------------------------~.r~--~~--------------------------------
Name of Patient rier's Name and Address 

.. ~UI;,/A) 
Health Insurance Claim Number 

,5/~ - ,SJ/ -c::~5~o/ I). .... ------------~~--~------------~------~~--~--~~----~~~------~~~-----------­
I do not agree with the determination you made on my claim as described on my Explanation of Medicare 

.., 

Benefits doted: ... '-' /~ ~ or other noti ce dated: 
C;>00L?? 

... -.M':":'Y~R~E~A~S~O:::'N-:-:S:--:-A-::R~: (Atta~h a copy of the Explanation of Medicare Benefits, or describe the service, date of servic~, 
and physician's name-NOTE.-If the date?n the Notice of Benefits mentioned in item 3 is mor~ 
th six months agC). include your reason for not making this request earlier.} 

:Jo j-/,J 

/ L L 
) . 

Nor E5SI4£E-

i/ /',5 Ie /J c, E X'/J /Y} 
, .. /) 

c? ~" r:) J rn b .c v / E Cd F 0, 

o I have additional evidence to submit. (Attach such evidence to this form) 

o I do not have additional evidence • 

.., COMPLETE ALL OF THE INFORMATION REQUESTED. SIGN AND RETURN THE FIRST 2 COPIES AND ANY ATTACHMENTS 
TO THE CARRIER NAMED ABOVE. IF YOU NEED HELP, TAKE THIS AND YOUR NOTICE FROM THE CARRIER TO A SOCIAL 
SECURITY OFFICE, OR TO THE CARRIER. KEEP THE LAST COpy OF THIS FORM FOR YOUR RECORDS. -

-'~epresenloli ve 

"Cily, SIal., and ZIP Code 

... ·r.l.phone Number 

-
"'I'ORM SSA.1964 (2-701 

-

SIGNATURE OF EITHER THE CLAIMANT.QR HIS REPRESENTATIVE 

Cloimonl 

.' • 

Cily, Slole, and ZIP Cod. . ,:;;;}/o/ 

____________ 2e-.,.. ,~~~~:;!:'e/~~< ___ /#/1 ~~ 
.---- - .. - '0;'. TeylePhone Numb~r / /...... D~~,e// '. (.~. t-; '7t~ 

, ,I.-.::c .'--: V'If' Lj --; . (/ ·~IIV /(/ :..; J ,," .. . .~) - / 

CLAIMANT'S COpy 



MEDICARE 

Ms. Kathryn M. Pistoria 
2421 Central Ave. 
Great Falls, MT 59401 

Dear Ms. Pistoria: 

Medicare Part B Carrier 

Montana Physicians' Service 
P.O. Box 4310 

Helena, MontaTUl 59601 

August 31, 1979 

Re-tl/) __ F~/- sept '" 
/979 

REVIEW DETERMINATION 
CLAIM NO: 516 01 3093 A 

X As requested we have reviewed your Medicare claims to decide 
whether or not the or1 1nal determ1nat10n made b our oft1ce 
was correc. n rev1ew1ng c a1ms such as t 1S certa1n proce­
dures have been established to insure fa1rness. These 
procedures include a new and independent examination of 
all evidence relating to any claim bI a specially-trained 
group of individuals who had nO lnvo vement w1th the initial 
determination of the claim. Based on such a review, we find 
that our original determination was correct. ~~qIZA(O~g.o ~~~ 

3l/lINAZ DI;lJ4N'J.s/...s '" l>tt'. Snt/j/C.fI, 
The issue in this case is whether or not an allowance should 
be made by Medicare on services provided by J. W. Strizich, M.D~ 
on April 3,1979, in the amounts cf$l47.80, ~nd $43.00 ... 1i";'~":lSo 0 

fJ(JJJ f" ~ Lj -;:::.A 'oD 
Part B of Medicare covers the incurred expenses o~physicians' 
services which are defined as the professional services performed 
by a physician or physicians for a patient including diagnosis, 
therapy, surgery and consultation. This coverage is subject to 
all limitations defined in the Medicare law and regulations. 
Part of Medicare covers only those expenses incurred for items 
or services which are reasonable and necessary for the diagnosis 
or treatment of an illness or injury. 

IV(,1'e.., u on recei t office records Strizich, your 
cla1m was reV1ewe an . er reVieWing 
~ll eV1dence, 1t was eterm1ne t at e records and d1agnosis 
indicated a routine phys1caI ex~; thus, no allowance can be 
n:ade by Med1care. 'IJII 'b/~ /'lOr If£V/EW z::JA. J rlfl j/CH'.s oAlilNII L 

'D"'~ONSIS, lIec."'fI 'I: .t AI~Jt'e·,r IN Nt' PIJ'S'SS/OItI, 

I
If you are dissatisfied with tne decision in your case, you may Ir4l~S ('uflq re uesE a hearin. within six months from the date of this notice'Nb~ 
In or er 0 qual1 y or a ear1ng, e rurotmt 0 ene 1 ts 1n iJ...' 
question must be $100.00 or more, i.e. the amount which you ~7.iIV€ 

II ~,,1Ttt1 C HDtIJ MItA/it d '1'lIe R- 'I "If bDJt'. r 1'1I/J '1?}1£ 

~CU pK.QJ> 1>1+/ -fI/~ W~()A/cr pEl(SpAj. ~ ~ ~ ~.f/)t1.¢ 
YD~. -



Kathryn M. Pistoria 
516 01 3093 A 

REVIEN DETERHIHATION 

August 31, 1979 
Page Two 

, 

N.1(would be paid if an additional allowance is made, after 
subtracting any unsatisfied deductible and the 20 percent 
coinsurance. To meet the $100.00 minimum, you may combine 
other claims of yours that have been reviewed or reopened if 
no more that six months have passed since the date of the 
decision resulting from the review or reopening. 

H~ If ou would like to request a , 11ease notif* us in 
wr1t1n or contact any ecur1 0 fice. At t e hearing 
you may appear an , 1 you W1S, e represented by an attorney RLso 
or anyone else you choose to represent you, or you may have a ~.~ 
hearing on the record, without the appearance of you or your 11, ""~ 
representative. Please note on your hearing request whether ~~~~ 
or not you, or your representative, will appear at the hearing. A~ifl 

IY' c (J.:1l!~ 
R~CO"lS€. 

DB/lw 

Sincerely yours, 

//~{:)., ~//" 

~ 
/ .' , " / ,..-,.,.. - ; l.~ '. ( le,' 1_ 'c. / " __ .2 " ( /r'J;( '-, 

(Mrs.) Dolores Burton, R.N. 
Supervisor 
r1EDICARE DEPART!1ENT 



~~~. , 

. REQUEST FOR MI: DICARE PAYMENT Form Approved 
• MEDICAL INSURANCE SENff ITS-SOCIAL SECURITY l,eT (See Instructions on Uack - Type or Print In!ormation) OMS No 066-A-OO' 

No Part 8 M_dlcare benelit. may be plld unleu this lo,m I.,e 'Nl85 ,equlrM by ."stlng IA .. and regulations (20 Cf R 422 ~tO) 
NOTtCE-.n' .... who m' ... pr ... nl. or 'eI.lIl ...... ntl."nto'm.tlon I.quell.d 'by " I. tOlm may upon conviction b. lubllCI to fine .nd Imp"lonm.nt und., Fode,.1 L.w, 

When completed, .end thl. form to: 
Copy from 
YOUR OWN 
HEALTH 
INSURANCE. 
CARQ.. 

• 
• 
• 
• 
• 

; . 
I • 

• 
• 

Medlcar. 
Montana Phy.lclan,' Service 
P.O. Box 4310 
Helena, Montana 59801 (See example 

on back) 

Patient's complete mailing address (including Apt. no.) 

Describe the illness or injury for which you received treatment (Always fill in this item if your doctor does 
not complete Part 1/ below) 

o Male o Femalf 

elephone Number 

Was your IIness or 
injury connected with 
y041 employment? 

No 
If any of your medical expenses will be or could be paid by another insurance organization or government 1gency, show below 
Name and address of organization or agency Policy or Identification Number 

S 186309 G020045 0050 5 
Note: If you Do Not want information about this Medicare claim released to the above upon its request, check (Xl the following block 0 

authorize any holder 0 medical or other in ormation about me to re ease to the oCla Security Administration and Health C~re 
Financing Administration or its intermediaries or carriers any information needed for this or a related Medicare claim. I permit a 
copy of this authorization to be used in place of the original, and request payment of medical insurance benefits either to myself 
or to the pa who accepts assignment below. 

Si pat on reverse ,~here patient is unable to sign) Date signed 

• 
• 

• 
• 

me and address of phys 
State, ZIP code) 

UA 
HCYl 

) 
~/;. ,., ,..-' 

90080 
71010 

93000 
94160 
45300 

81000 
85014 
85650 

Blood Sugar I 82947 
Choleaterti1 I 82465 

:' 84550 

...::..cc /' 7_ '" q 442-6990 charges 

$ 
22.00 
ll.80 

7.00 
7.00 

Leave 
Blank 

John w. Str1z1ch M.D. 
500 Cannon 

an or s~~e.r~(NUmber al'~~~ra::,~city, Telephone No. Total 

(f/ 8 G 11 ~P:-h-y-'-si-'-ci-an-o-r --+--1 O-A-m-ou-n-t--+--+-~"--'-,u.......'--l 
/ <!~ .J8/c:-~ supplier code paid 

S ~'/ .:>"/~4Q}.~ 828-5 11 Any unpaid Helena Montana 59601 
.J ~ balance due 

:1:1 Assignment of patient's bill 

... 0 I accept assignment 

.,.. . (See reverse) 

7" 13 Name and address of person or facility fe services 
were furnished (Complete il outside your own office or 
patient's residence), 

Signature of physician or supplier (I certify that the statements under Physicians' Notes on the reverse Date Signed 
~ apply to this bill and are made a part hereoq 

O-DOClo,..Olltee 
IL .lnd~P<' .. aent· Labor .tory 

H-P.ltent', Home (If porlabl. X-ray "(VIC.', Identify Ih. Supplier) 
IH-Inpal,ent Hoop,t.t 

SNF -Skill,cd NlJrslny Facll,ly 

OH-Oulp.'lenl Hosp,lal 
OL --Olhe, LOC",on, 1' ... , I L!"b 
NH-Nurstnli '-lome ~~. I 

----------------------------- -------------
" R ... HCFA..1490 2 \I.H} IF''' ..... E .. L ... '54·1400121} Of'pMlmenl of Health, Edoc.ttton and Wfflfare-Health eire h"ancmq Admlnlslrahlll 
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Tax on,prerniuDls Dlay be proposed 
Tribune Capitol Bureau' • Y The Pistorlas requested and were hadn't pushed this matter and pre-

Great Falls legislator Paul.' Pis- given a review. They were advised In sented them with the diagnosis we 
toria, disturbed by an experience with an August letter: "After reviewing all never would have been compensated, 
Blue Shield, says he will reintroduce evidence, It was determined that the and no doubt that goes on with many 
legislation to tax Blue'Shleld and Blue records and diagnosis indicated a rou- throughout the state of Montana." 
Cross premiums as other insurance tine physical exam. Thus, no allow-)( Plstoria says he is confident a bill 
premiums are taxed. . ance can be made by Medicare." to "expose their assets and tax them" 

Pistoria says he ha4to fight tp get'~ In September, Pistorla visited the will pass in the next session. Under 
Blue Shield to pay part of his wife's PlIelena doctor, who told him he did present Montana law, health service 
medical bills. . not mark the items as routine medl- corporations such as MPS are exempt 

Pistoria says his wife Kay went to cal exams. from all premium taxes. 
a Helena doctor three times after be- >( The doctor gave Pistoria the origi- Bownes, the claims director at 
coming ill last March while the Legls- nal claim form, a copy of which had MPS in Helena, says benefits were fi-
lature was in session.' been turned In to MPS. The form said nally approved for Pistoria not be-

When they returned to Great 'Falls, the doctor's diagnosis was that Mrs. cause he was a legislator but because 
she submitted a claim to Montana Platoria had high blood pressure, "they made a contact with the physi-
Physicians' Service for both Medicare possible angina and arthritis. ~ cian, who gave additional information 
and Blue Shield benefits. MPSts the \t. Pistoria took the report to MPS the as to the reason for some of the 
carrier for Medicare. and th~· Pis- '1Iext day, demanding immediate set- tests." 
torias also had supplemental cove'rage tlement. l( Although the doctor's diagnosis 
under Blue Shi~ld with MPS. i,'. ~ When he was put off, he said: "I was. on the claim form, "some of, 

They received a bill from' the doc·"old them J was a state representa- these tests that were done ,were not I 

tor for $230.80, which was paid after tlve, I was going to introduce a bill related to ang~t~ and hyJ}ertensIQQa'" 
the claim was not honored by MPS. and expose them, that we had felt ~s says. e says MPS makes a 

When they received the "expJana- sorry for them last time (when the judgment as to what tests are related 
tion of Medicare benefits" from MPS, Legislature considered and rejected a to. 
they were surprised to ~ that mrY tax proposal), that they had picked on "If you have a chest, X-ray and 
item ~. labeled "tlZu~ phVSJcil the wrong guy and if they did it to me you're in for a broken leg, then of 
_s au...O"fliiirthey were To be ptru there's no doubt they are going to do course it WOUldn't seem appropriate 
~. -- It to many others, both Blue Shield that a chest X-ray woyld be necessary 

and Blue Cross." .. to treat a broken leg: he says. 
~ Pistoria says that when claims"l- Bownes says It's not uncommon for 

rector Cramer Bownes was shown the people to ask for a review of a claims 
doctor's diagnosis, Bownes told him, deciSion, "because a lot of times a 
"Oh, that changes the complexion phYSician will submit a claim and 
here." He says Bownes asked him not just put down tests and maybe leave 
to' go to the press or ma.ke r an Issue something off the claim tonn. And. 
out of it and that he thought it could then it is turned down and when the 
be straightened out. He made a copy notice goes to the .claimant as well as 
of the claim form and said Pistoria to the physician, and if somebody 
could expect a check in the near fu- brings it to our attention, we certainly 
ture, Pistoria says. would make a contact with the physi-

J{ MPS soon came through with Med- cian." 'V!~ . 
-1t:are and Blue Shield checks totaling" He acknowledged that n 

$128.50. mi e It he was en; 
II "I felt, I had more coming, but n a wenr.without 
-lhere's nothing I could do about it," 

Pistoria says. He concedes that two 
visits to the doctor probably were rou- i 
tine physical exams and not eligible I 

for insutance benefits. But there was 
nothing routine about the first visit, : 
he says .. 

"-. "So over a 



34 Great Falla Tribune Thunda" Deeember 13, 1979 

Blue;: Shield' ra1tes said t(),allow 
:-spef;iali~ts~td'hike fees rapidly 

, < " \. 

, ,BOSTON (AP) - The rate-setting poUcies of Blue For Instance, the fees for coron"ry bypass operations 
Shield programs allow a fewbusyapec:iallsta to rapidly In·' jumped 75 percent between 1975 and 1978. ' 

" ,crease'the COlt of operatiQl1s performed by them ~d their However, In 1976, t~o Washington physicians were 
,W?..,.g'lileS, a.tudy sbowa. " ,. j, ' ' doing 48 percent of these operations, and their rates set 

i~~I~ill~I~II!I~I~~~~' the standard for what other doctors could collect for coro-nary bypasses. ," 
, That year, the two "alone ,established the $500 increase 

~~~~~~~~~~!t ~~~~;.;.;;;~ In the customary allowance level In the area, through a 
:r~~~m"'; D:~ ~ combination of ~Igh c\larges and large volume proce-
II dures," the researchers wrote. ' . , 

"Under the bypaws of that plan," they noted, "even If 
, England Jour· such trends are discovered, a 'change of allowances is 

., 
, naI,of was by Dr. Thomas Delbanco ~f possible only with the vote of t~e same physicians who 

Beth Israel nospital In Boston., " ,'" may receive such increased payments." , 
,More tban70 mUlionAmericans'useBlue Shield plans . The study found that doctors and hospital admlnistra- • 

It to' pay doctor bln~. Of these, 46 percent subscribe to the tors hold a majority ,on the governing boards of 42 of the 
, mOlt eomprehenslve"policies, which allow doctorst9 be nation's 69 Blue Shield plans. ' 

reimbursed for thelOlnl rate In their community. ,",., ' The reSearchers recommended Increasing public repre-
These (eel, eaJled the ,··usual, customary and reasona· sentatlon on Blue Shield boards and abolishing rate se-

.. ble" charaes, .... typically set at the 90th percentile,' or, crecy as a way of promoting competition. 
the point at Which only 10 percent of the charges In the ' Delbanco conducted the research while at the Institute 
Community are higher. However, doctors can, SUbmit bills of medicine In Washington. lie was helped by the subcom­
that are~er than the rnaxlll)um charge if they wallt to. mlttee on oversight and Investigation 01 the House Com-

II' 'The researchers studied the District of Columbia Blue 'mlttee on Interstate and Foreign Commerce. 
Shield proaram and found that doctors C()uld readily find Ray Preson, a spokesman for the District of Columbia 
out the maximum amount they would be reimbursed, tor a Blue Shield, acknowledged that a few specialists can raise 
speciftcoperation or treatment.' " , , fees for everyone . 

.. All the physician bas to do is charge a high fee and "The observatfon .Is correct that If you have a few peG-
"''-ee whaUs paid," they wrote. "If the entire charge Is ac· pie who are doing exotic procedures, they will charge what 

cepted, he or abe is at or below ~e customary level. they want; and that will have an effect on other people in 
Charges above ~l. level help" ~se the, customary allow· the, field.' It's Inherent In the system." 
.nce level at the ~t annual updatill.l.", . ': He, added that the program keeps the maximum (ees 

.. They looked at several controversial' operatlonS' and secret, because "we don't want to encourage people to 
found that the ~, pai~ JD;doctors.lnc~ dl"!f'atlC,!lly!~" seek the upper limit for eve~ fee on every procedure." 

, . ~ .' 

.. --

• 

• 
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February 6, 1981 

TO: House Business and Industry Committee 

FROM: Montana Physicians' Service - Blue Shield 

SUBJECT: HB 38~ 

Montana Physicians' Service is a non-profit, domestic 
Montana health service corporation. The company was founded 
in 1946 under special legislation which was enacted so as to 
permit the company to offer health care coverage without the 
reserves normally required of an insurance company. In 
place of reserves the legislation required that MPS maintain 
agreements with participating physicians to the effect that 
these doctors would render the services promised to Blue 
Shield members whether or not the company was able to pay 
them. The principal genesis behind the founding of Blue 
Shield, as with other Blue Shield and Blue Cross plans 
across the country, was the fact that in the 30's and 40's 
commercial insurance companies would not underwrite the cost 
of health care -- their underwriters being convinced that it 
was impossible to estimate the cost for delivering a specified 
group of health benefits. 

The company was first placed under the aegis of the 
Attorney General for control purposes and since 1975, when 
new legislation was enacted governing health service corpor­
ations, has been under the control of the Insurance Commissioner 
for regulatory purposes. The new legislation contained 
requirements for control, for adequate reserves and for 
annual reports to the Commissioner concerning company's 
operations. Under these reporting requirements MPS files 
two annual statements. The first summarizes the company's 
yearly operations and encloses financial statements prepared 
by an independent firm of certified public accountants. The 
company also files what is knovffi as a Form 13, the same 
reporting form as is filed by commercial insurance companies. 
The Form 13 requires complete disclosure of all the company's 
operations and investments including salaries of senior 
staff, payments for lobbying, etc. At the time of filing 
the first annual report mentioned the company pays to the 
Insurance Commissioner a fee of $ .20 per individual or 
family unit covered which is earmarked for enforcement of 
the health service corporation legislation. We estimate 
payment this' year will be in the neighborhood of $12,000. 

Other provisions of the health service corporation 
legislation require the filing with the Commissioner of 
contract forms, establish grievance procedures for handling 
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member complaints, provide fc:r~ licens ing of enrollment 
representatives and authorize an examination by the Com­
wissioner if he believes a health service corporation is in 
financial difficulty. As legislation is passed regulating 
health insurance policies sold by commerical insurance 
companies, health service corporations are regularly included 
by specific reference although they are organized under and 
governed by separate statutes. 

Affairs of MPS are controlled by a Board of Trustees 
which includes ten physicians and eleven lay persons. The 
Trustees serve without pay. Current and former members of 
the Board of Trustees encompass citizens representing a wide 
variety of occupations and professions. All of the Trustees 
are beneficiary members of Montana Physicians' Service which 
means that they are covered under Blue Shield agreements 
issued by the company. They thus are representative of the 
consumers who purchase our coverage. 

The statutes governing health service corporations 
contain a specific provision to the effect that health 

service corporations are exempt from premium taxes. We 
appear before you today opposing House Bill ~S which would 
repeal that exemption and would impose a 2 3/4% premium tax 
on the premiums paid to us by those who purchase our coverage. 

The threshold question which is frequently asked by 
those considering this matter (which has been before the 
Legislature on a number of occasions) is, "Since commercial 
insurance companies pay a premium tax, why don't health 
service corporations pay the same tax?" The answer to this 
question is that there are fundamental differences between 
health service corporations and commercial insurers. This 
and other factors make it appropriate that premium taxes not 
be imposed on health service corporations. 

(1) At the outset it should be pointed out that 
this question has been repeatedly raised in the Montana 
Legislature for a period of over 30 years. Each of the many 
times this question has arisen it has been defeated. In 
addition, in the early 70's the question was considered by 
an interim committee which studied the operations of Blue 
Cross and Blue Shield. As a result of the committee's 
deliberations, new legislation was passed governing health 
service corporations but the Con~ittee recommended, and that 
legisJ,.ationcontinued, an exemption for health service 
corporations from payment of any premium taxes. 
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(2) Commercial insurance companies are funda­
mentally different from healtn service corporations. Commercial 
companies are organized and operated so as to pay dividends 
to their stockholders or, in the case of mutual companies, 
to their policyholders. MPS as a health service corporation, 
is required by law to be a non-profit company. It should be 
emphasized that this non-profit status must be gained from 
the Internal Revenue Service and from the Montana Department 
of Revenue. The IRS conducted an audit of MPS in 1978 and 
advised MPS following its examination that its non-profit 
status would be continued. MPS is not "owned" by anyone in 
the usual sense. However, if the company were to dissolve, 
its assets would be distributed to those persons then covered 
for health care by the company --its beneficiary members. 

Because MPS is a non-profit company it, as in the case 
of other non-profit companies such as hospitals, does not 
pay Montana's corporation license tax -- a 6% tax imposed on 
the net income of all profit companies doing business in 
Montana. 

Commercial insurance companies also do not pay Montana's 
corporation license tax. In lieu of this tax, such companies 
pay a 2 3/4% premium tax. As can be seen, the premium tax 
has been substituted for the corporation income tax which 
these profit companies would ordinarily pay. 

As a non-profit company, MPS is properly exempted from 
paying either tax. It is not unusual for companies deliver­
ing the same type of service to be both profit and non­
profit -- one paying income taxes and the other not. An 
examp'le of such a situation would be the case of hospitals 
where both profit and non-profit hospitals across the United 
States are engaged in providing the same service, one tax 
exempt, the other not. 

We would also point out that Blue Cross and Blue Shield 
are the only domestic companies writing health coverage in 
Montana. All of the assets of both companies are located in 
Montana and all of the coverage which they sell is locally 
underwritten. 

,(3) Commercial insurance companies are able to 
sell all lines of business including such profitable lines 
as group life, regular life, credit life, loss of time and. 
d~sability. }WS is restricted by law to selling only health 
coverage. Because of this difference, commercial companies 
are frequently able to subsidize their offerings in the 
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health line with other lines of business and can and do 
compete very effectively in the health care field. Of all 
the health insurance sold in the state, the commercial 
companies still have the major market share indicating that 
they are not at a competitive disadvantage. 

(4) Health coverage is an area where coverage 
should be made available at the very lowest possible cost. 
Today's sophisticated medical care has saved many lives but 
its cost makes it the number one cause of personal bankruptcy 
in the United States. 

In recent years it has been very difficult for many 
people to afford health coverage because of skyrocketing 
costs. In 1979 health care costs in the United States reached 
$212 billion dollars -- about 9% of the Gross National 
Product. The largest bill paid in 1979 by General Motors 
(even eclipsing its" payment to U. S. Steel) vlaS the cos t of 
health care coverage for its employees. Medicare now pays 
only 44% of the cost of health care for those covered under 
the program which requires Medicare beneficiaries to pur­
chase supplementary coverage which continues to increase in 
price. 

In Montana employers (who pay much of the cost of 
health care coverage as a fringe benefit), senior citizens 
and those on low incomes are all finding it increasingly 
difficult to pay the cost of their health care coverage. 
Each time inflation requires increased rates we can see 
people dropping their coverage -- and this includes businesses 
who can no longer afford to pay the cost of this coverage 
for their employees. If these uncovered people become ill . 
they have only two avenues of recourse -- welfare or bankruptcy. 

The use of medical services by people is also on the 
rise -- for reasons which as yet are not well understood. 
In 1980 1~S experienced an underwriting loss (excess of 
claims over premiums received) of $1.7 million. While this 
was partially offset by investment income from our reserves, 
we still concluded the year in a loss position. If MPS had 
been required to pay a premium tax in 1980, we would have 
had to use almost $1 million from reserves to pay it. 

With" this economic climate in mind it would be truly 
unfortunate if the Legislature were to impose a tax on 
premi1,1Il1spaid to Blue Cross and Blue Shield for health . 
coverage. The tax must be passed along to our customers who 
can ill afford to pay it. The adverse effects of this tax 
on employers, . particularly small ones, senior citizens and 
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those on fixed or low income8 can't be precisely calculated 
but they are certainly predictable. Overall, our members 
would have had to pay an additional $894,000 in premiums 
during 1980 if this tax had been in effect. State and local 
governments, which have many employees covered by Blue 
Shield and Blue Cross, will also feel the impact of such a 
tax. 

In light of the foregoing, one is somewhat surprised 
that this burdensome tax is again being proposed at this 
particular time. We would submit that the recently conducted 
elections graphically illustrated that people in the United 
States feel their tax burden has reached the breaking point. 
"Vmen this precise issue ';vas before the 1979 session of this 
body it was defeated. At that time our members, who had 
been advised by us that this issue was being considered, 
literally flooded the Committee with letters urging that the 
issue not pass. The members of this committee who served in 
that session can bear witness to the truth of this statement. 

We would respectfully submit that requiring people who 
buy our coverage to pay 2 3/4% tax on their premium simply 
does not make good economic sense. In fact, if the members 
of this committee simply can't accept the fact that non­
profit health service corporations do not pay a premium tax 
while commercial profit companies do, it would make a good 
deal more sense to remove the premium tax from health insurance 
sold by the commercial companies than it would to place an 
additional premium tax on health coverage sold by Blue Cross 
and Blue Shield. 

In closing mention should be made of two other issues 
raised by House Bill 38~. We have no objection to being 
required to file our contracts with the Insurance Commissioner 
thirty days prior to their use rather than within 30 days of 
use as is presently the case. We believe the Bill's require­
ment for a compulsory examination of Blue Cross and Blue 
Shield each three years is unnecessary. It will cost 
approximately $30,000 per company to complete this examin­
ation and we doubt the expense is justified in view of the 
reports we now file. However, the issue of the cost of the 
premium tax simply far outweighs these other two issues in 
importance. 

For the_ reasons above stated we strongly recommend that 
House ·Bill 385 receive a "Do Not Pass" recommendation from· 
this committee. 
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TO 'l'HE BUSINESS AND INDUS'l'RY COiVU-UTTEE 

OF ~rHE MON'rANA HOUSE OF REPRESEN'rATIVES 

RE: HOUSE BILL #385 

FEBRUARY 6, 1980 

Mr. Chai.rman and members of the Comnlittee. I am Bill Schmidt, a 

senior partner in Galusha, Higgins and Galusha, Certified Public 

Accountants, of Helena. I wish to speak in opposition to this 

bill for a number of reasons. 

Before I detail those reasons, I wish to make it known to the 

Committee that our firm has, for many years, been engaged as the 

independent auditors for Montana Physicians' Service, and for a 

number of years I was the partner in our firm responsible for the 

audit of this client. I believe it is important for you to have 

that information at the inception of this testimony so that our 

relationship to Blue Shield is clearly understood. 

By reasons for opposition to this bill include the following: 

1. Philosophically, I believe it is wrong for the state to 

impose a general fund revenue tax on a non-profit company. 

As you are aware, M.P.S. (Blue Shield) is a non-profit 

corporation and is qualified as such under the U.S. Internal 

Revenue Code. As such, it files annual returns with the 

I.R.S. and is periodically audited by them to insure that 

their qualification for non-profit status is maintained. 

Since the purpose of this organization is for its members to 

" 



mutually insure their health care at the lowest possible 

cost and is in no way intended to create a profit, it is 

clearly unfair to add a general fund tax burden to their 

members' dues. As you are aware, the premium tax assessed 

to taxable insurance companies is intended to replace the 

Montana Corporation License Tax which they do not pay. 

M.P.S., as a non-profit corporation, has never been liable 

for the payment of the Montana Corporation License Tax and 
!~: ,<'1,1 tf,,/,J,.- ," • .,J.."'., 

should not leave the alternatlve ~6 premium tax imposed 

either. 

2. The additional tax proposed to be imposed would clearly. be 

inflationary since the tax would be passed on to the Plan 

members in their dues. This would add to the health care 

costs of thousands of Montanans including: 

- Senior citizens; who can ill-afford to pay additional 

dues (premiums) and dare not be without the coverage; 

- Employers of all kinds, for instance school districts, 

ci ties and townE:; and county government units, and 

private businesses to name a few will have to absorb 

these additional costs. 

As one small example, in our own firm the additional annual 

increase, which would result from the imposition of the tax 

on its dues based on 1981 rates, would total nearly $2,600. 

When that cost is projected to encompass the entire member-

ship of Blue-Shield, then it can be seen that very substan-

tial costs will have to be absorbed by individuals and 



employers throughout the state covered by the Plan and 

taxpayers who support local goverrunental units if the bill 

is adopted. 

I can assure you that with the difficult economic circum­

stances we find ourselves in, this is no time to impose 

additional inflationary costs on individuals, businesses or 

government entities and the tax paying public. 

3. Finally, with respect to the tax we should note that this 

same legislation was considered carefully during the last 

legislative session and was decisively rejected by the 

Montana House. It would seem that the issue should promptly 

be laid to rest without delay and additional costs to all 

concerned because there was, and is, overwhelming objections 

to it. 

The bill has one additional feature which should be addressed and 

this is the requirement of a state audit of Montana Physicians 

Service every three years which is contemplated by this bill. To 

my knowledge, there has been nothing requested in this area by 

the Insurance Commissioner of the State to whom Blue Shield 

reports its affairs in voluminous detail. No major problems have 

been presented which would indicate a need for additional audits. 

On that line, I should point out that M.P.S. is almost constantly 

under audit, by our firm, by representatives of the U.S. Govern­

ment regarding Medicare administration, and by the Internal 

Revenue Service reviewing the non-profit status. 
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All in all, this bill appears to this citizen as another attempt 

to waste the taxpayers' money and to impose another unnecessary 

layer of bureaucracy on the people of the state. I sincerely 

urge that you kill this bill in Committee. 

Thank you, 

IV. M. SCHMIDT 
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TESTIMONY HOUSE BILL 385 

t1r. Chairman, members of the committee, my name is Jim r~aierle. I am 

associated with the consulting en()ineet'in!) firm of r1orrison-11aoierle, Inc-

orporated. We currently emnloy 98 peoplo. 

With regard to House bill 385, we are concerned specifically with the new 

section, section 1, which would impose a tax on fees or dues paid to Iwalth 

se~vice corpor~tions equal to 2 3/4~. 

This tax would be directly passed on to our firm and our employees and our 

clients. Our employees salary increases have not kept pace with the cost 

of living for the past two years. 

l\s of January 1, 1981, our employees are paying higher FICA taxes due to an 

increase in the FICA tax rate increase of 9.9%. We respectfully request that 

this additional tax burden of 2 3/4$ not be imposed 



Mr. Chairman, I am Mike Bullock, Vice-President of Helena 
Industries and I am here today to testify in oposition of 
House Bill 385. 

Helena Industries which has a staff of 39 people is in 
business to provide training to handicapped adults from 
throughout the state of Montana. 

As a fringe benefit to our staff, we pay the dues for medical 
coverage on each employee. In turn the employees partici-" 
pating in our group plan are responsible for paying the dues 
to cover their family members. 

Currently our group medical insurance is being provided by 
Montana Physicians Service, and I might add all of us who 
are taking advantage of the medical insurance have been 
extremely happy with the service we have received from 
M.P.S. 

As is the case for the majority of business today, Helena 
Industries finds itself with having to contend with ever 
increasing business costs, limited financial resources, and 
staff salary increases which haven't kept up with our 
nQtions spiraling inflation. 

The 2 3/4% premuim tax proposed in House Bill 385, which I 
am sure would be passed to the consumer in the form increas­
ed dues only adds to the increased costs we must pay for 
everything. 

Specifically, this increas(~ would mean an udditional $544.08 
that Helena Industries would have to pay annually to provi(lc 
its' employees with quality health insurance. The staff 
members would have to come up with an additional $180.00 to 
cover their families at our current benefit level. The 
$544.08 and $180.00 amounts might not sound like a lot of 
money but what it will do is increase the annual dues Helena 
Industries and its employees must pay to $27,055.32. 

The management of Helena Industries is committed to providing 
excellent fringe benefits for its' staff but I'm afraid it 
will just become more difficult as the cost to do business 
continues to increase. 

There's no question that we could reduce benefits thus saving 
money in dueS payments, but all this would mean is that our 
employees would have to pay more out of their paychecks to 
provide themselves and families with medical care, thus 
putting them even further behind in these times of inflation. 

Ladies and Gentleman, thank you for allowing me to express my 
views concerning this piece of legislation. 



Mr. Chairman, members of the committee, my names is Irvin E Dellinger 
I am Executive Secrehll-Y of the Montane! Building Material Dealers A.ssociation. 

f am here in opposition to House Bill # 385 

We have a contract with a Non-profit Ha£ilth Service Corporation. Which provides 
our members with very broad coverage, while endeavouring to keep cost down • 

. : .... ,,;t'~;'::.?' .. ~ ..::-:",#, ...-'''' j"fr {..<" ''''''-", t·~ ~ ... ' ~ 

During thi~ inflationary j'ime, this bill w~uld attach additional costs whichv;would 
have to be-_passed on to the consumer in the form of increased premiums or cause 
deletion of some benefits. last evening we heard Pres. Reagan say, "increased 
costs or taxes, are added to the price consumers have to pay. II 

At a time when our industry, the automotive industry, along with other industry 
which are in a depressed state; I am afraid some may be forced to cancel poiicies, 
or look toward others without as good a coverage a lower costs. 

I hope that each one of you wi II look closd y, before passing on additional cost 
to the consumer. 

Thank you ••••••• 
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