
HOUSE 3US IPJESS A N D  TNDUSTRY COMMITTEE 

February 1 9 ,  1981 
SUMMAR I ES FOR 

FIOUSE BILL 695 - 

Introduced by Rep. Asay arid others, authorizes the s t a t e  to aid 
agriculture through low in teres t  loans for  acquisit ion, upgrading, and 
modernization of land, livestock and equipnent and to increase use of 
irrigation equipment. The b i l l  creates an agricultural finance account 
i n  the bond proceeds and insurance clearance fund Money from th i s  fund 
,:ray be loaned to banks t o  make federally guaranteed loans to residents 
df Montana for  agricultural land and improvements. to buy notes or con- 
t racts  from lending inst i tut ions or to  make direct  loans to farmers or  
ranchers. Bonds and notes to raise  funds for  these purposes may be 
issued for  not more than $375 million, The b i l l  creates the Agricultural 
'Ievelopment Advisory Council of seven members t o  be appointed by the 
yovernor. Three members must be nmembers of the Wheat Research and 
Marketing Committee, three must be members of the Board of Livestock. 
2-15-124 requires one member to  be a ,  lawyer This b i l l  requires the 
members to be experienced in farming ranching economics or finance. 
2-15-124 says the governor shall designate the chairman of a quasi-judicial 
board, b u t  HB 695-says the council shall e lec t  a chairman and other neceG- 
sary off icers .  

The Agricultural Development Advisory Council members will be con- 
f'irn~ed by the Senate, and the terms of four members will expire a t  the 
same time as the governor's term while the terms of the other three will 
expire a t  the middle of the next governor's term. Only function of the 
Council, under the b i l l ' s  terms, i s  to cer t i fy  to  the Board of Housing 
that a d i rec t  loan to  a farmer or rancher i s  just i f ied because private 
enterprise has n o t  provided suff ic ient  financing and that  the loan i s  in 
the public in te res t .  

HOUSE B I L L  702 - 
Introduced by Rep. Winslow: establishes a ceil ing of $10 on the 

,barge the Department of Administration may impose for  receiving and 
2rocessing a condition report of the elevators in any building and for 
issuing cer t i f ica tes  of inspection, 

HOUSE B I L L  720 - 
Introduced by Rep. Harp and others,  provides a f ine of u p  to $1.500 

for dny person who acts  as an insurance consultant without having been 
licensed. The bi l l  allows a property or casualty agent to col lect  a fee 
for appraisal, r isk management, loss prevention or  similar services. 



SUYMARIES FOR 

HOUSE BILL 701 - 

Introduced by Rep, Winslow and others, by request of the Department 
of Professional and Occupational Licensing, revises the physical therapy 
licensing law to provide that each member of the Board of Physical Therapy 
Examiners will receive $25 per day compensation for each day in actual 
attendance at a meeting, Under current law board members receive only 
travel expenses. The bill provides that in addition to a written examina- 
tion, the board may require an oral interview of an applicant for a 
license as a physical therapist, The bill allows the board to set rules 
for application procedures. The board is also allowed to issue a temporary 
license upon receipt of an application and of a temporary license fee of 
not more than $100, Under a temporary 1 icense the appl icant must work under 
the supervision of a licensed physical therapist 

This bill coordinates with SB 463 and SB 412, If SB 463 is approved, 
the provisions of this bill in regard to compensation of board members will 
be ineffective. If SB 412 is approved, the provisions of this bill in regard 
to temporary licenses will be ineffective. 

HOUSE JOINT RESOLUTION 29 - 
Introduced by Rep, Thoft and others, requests an interim committee 

be assigned to study the feasibility of requiring the Board of Investments 
to invest a portion of state funds in the economic development of Montana. 
In addition to four members of each house of the Legislature, the committee 
membership would also include two other persons educated and experienced 
in investment and finance areas. The committee would report to the 48th 
Leg is1 ature. 



HOUSE BUSINESS AND INDU$mY 

On February 19, 1981, a t  7:00 a.m., Rep. W.~.Fabrega, Chairman, 
called the meeting to order in rocan 129, Capitol Building, Helena. A l l  
members were present. B i l l s  to be heard were HBs 695, 702, 720, 701, HJR 29- 

HOUSE JOINT HESOLUTION 29 - 

REP. BOB THOFT, House District #92, R a v a l l i  County, chief sponsor of 
IIJR 29 explained this b i l l  asks fo r  a study of the Board of Investments. 
There are real possibilities in Zhis kind of a study. ~ n t a n a  is a capital 
short state- There is lo ts  of roam for inves-nts in the s ta te  by putting 
it out a t  a lesser interest ra te  and the rollover of dollars ramifications 
need t o  be studied. W e  are talking about over $lmil l ion-  Whether the 
Prudent Man rule should control; should there be a state investment o r  not; 
and should there be a study of that. 

JOHN CADBY, Mmtana Bankers Association, said they have been working 
on th i s  for about 10 years - it goes in cycles, There was a l o t  of idle  
money in banks. Though not a l l  bad, it made a l o t  of capital available 
for loans throughout the state. All the money was pooled and the lion's 
share has since flowled out of s ta te  seeking the highest possible yield. 
The purpose of the Prudent Man rule is to seek the highest return and to 
insure the integrity of the trust in a safe and prudent mer, not just 
to get the highest yield. This canplies with the highest Prudent Man 
yield, but it goes out of s ta te  and is not invested in the emnanic develop- 
ment of Wntana. Public fund mnies invested i n  the state multiply 7 times. 
Ws are talking about $1 billion. An interim camittee of this kind would 
be mst valuable and have than do a study and ccme back in the 1983 session 
and figure out haw to  put those funds to mrk  in lbntana, 

0-: None 

QUESTIONS - 
Rep. Manning asked i f  there is much difference in interest  rates out- 

side of Montana. M r .  Cadby said sane banks are not able to  bid as high and 
look a t  their  cost factor and their needs. There are advantages w i t h  out- 
of-state financial institutions, but r m l  of the usury ceilings w i l l  
correct s a n e  inequities. Sane states provide a discount. They pay taxes 
and should receive sane kind of a break. There is another b i l l  to do that. 
They might not receive the highest yield, but w i t h i n  a point or  t w u  of 
New York, but i f  we can take that money and use it here, that's where you 
w i l l  get the benefit by loaning that mney out. 

Itep. Robbins asked what percentage of investneat in the s t a t e  are we 
talking a b u t ?  M r .  Cadby answered about 80% has been flawing out-of-state. 
The m u n t  of '.investments in Wntana mortgages has dropped substantially i n  
the last year- What percentage wuld be invested in  Bbntana?,+ M r .  Cadby 
thought a laryer share should be invested in Montana. Should-invest in more 
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mrtgages and bankers tell him that it is easy to do business with other 
secondary mrtgages rather than the Board of Investments and a higher 
cr i ter ia .  If you are only going t o  buy the best loans then you can ins i s t  
on the highest ~ s s i b l e  yield. The i n t e r i m  study could real ly  dig into 
and find out and give a cchnprehensive report. 

Rep. Ellerd questions whether there has ever been a mrthwhile study 
such as this done. M r .  Cadby thought the bank shares study was mrthwhile. 
Rep. Fabrega mentioned it would be necessary to have sane people with 
expertise on such a study camittee.  

E2amnmE SESSION - 

Rep. Manning m e d  HOUSE JOINT RESOLUTION 29 DO PASS. Wtion carried 
with Reps. Jacobsen and Ellerd voting No,  and four were absent. 

Rep. Wallin mved to  UNTABLE HOUSE BILL 349; Mtion carrid. (This 
b i l l  was introduced for the purpose of reducing the high cost of l i a b i l i t y  
insurance. ) Rep. Wallin mved previously proposed anmdments be adopted. 
Motim carried w i t h  Reps. Andreason, Metcalf, Harper voting No. Rep. 
Andreason mved HOUSE BILL 349 BE TAELED AS AMENDED. Reps. Kitselman, 
Robbins, Jacobsen, Ellerd, Wallin voted No. mt ion  carried. 

Rep. Jensen mved HOUSE BILL 713 DO PASS. M i o n  carried unanhusly .  

Rep. Kitselman mved HOUSE BILL 671 DO PASS. H e  M e r  mved to 
adopt proposed amendments and the= were u n a u s l y  approved. Rep. 
Kitselman remrded h i s  mt ion  to HOUSE BILL 671 DO PASS AS -ED. Mtion 
carried u n m u s l y .  

Rep. Kitselman m3ved HOUSE BIIL 625 DO PASS. Rep. Jensen mved tha t  
HB 625 be amended to show an effective date to be on passage and approval. 
Motion carried unanbmusly. Rep. Kitselman then mved HOUSE BITL 625 DO 
PASS AS AMENDED. I%tion carried unankus ly  . 

Rep. Jensen rrmved HOUSE BILL 597 DO NUI! PASS. Rep. Kitselman made a 
substitute mt ion  EDUSE BILL 597 ElE TABLED. This mtion carried 18 - 1 - 
Rep. Ellerd voted No. 

Rep. Ellerd mved HOUSE BILL 612 BF, TABLED. Mtion carried unanhus ly  . 
Rep. Meyer w e d  HIUSE BILL 492 DO PASS. Rep. Meyer further w e d  

HE3 492 be amended. (This is the consumers loan act - limited to using 18% 
maximum rate. ) Amendment carried w i t h  Rep. Kitselman voting No. W i 0 n  
was reworded by Rep. E y e r  to HOUSE BILL 492 DO PASS AS m E D .  Mtion 
carried w i t h  Rep. Kitselman voting No. 

HEARING CONTINUED - 

HOUSE BILG 701 - 

m. CALVIN KINSLOW, House D i s t r i c t  #65, Yellowstone County, chief 
sponsor a t  the request of the wpartn-mt of Professional and -tiondl 
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, 
~icensing,  explained this b i l l  very s-1~ *l~~[~ats a couple of changes 
to make the Board more mrkable. Sme changes in travel re*sanent are 
made, as are sane qualifications required for licenses, and for those 
taking applications. T h e a r e  also same rules made in connection w i t h  
persons licensed in other states. It talks specifically about renewal fees. 
It talks about tgnparary licenses, and others caning into the state. 

THOMAS m, State Board of Physical Therapy Examiners mgnber, said 
th is  board was established in July 1979 and is one of. the few boards that 
did not have an expense paid to the board. Their f i n a n c a  situation has 
becane better because a11 of their  mePnbers have been serving gratis.  The 
b i l l  muld clarify whether persans seeking licenses would have to take an 
oral  examination as  a physical therapist. W e  areas are not clearly 
understood by persons taking the examination. These measures muld make 
this clear so people a d  have a better understanding and it wuld mmth 
the process a lot .  A l l  the fees are in the guidelines with al l  of the 
statutes of mntana. 

OPFONENTS: None 

QUESTIONS - 

Rep. Fabrega asked if they were beccaning mre restrictive? m. Larson 
told him no, they are trying to protect the consmhg public's health care 

- in lbntana. They are no longer under the State Board of Weal Examiners. 
They are an independent board and have received the funding and are now a 
viable b a r d  in their own right. 

Rep. Harper requested the amcnnzt that is being charged now if $100 is 
to be the new fee. Mr. Larson said this includes the paper work and time 
involved, and the issuance of the temporary license, but there is no 
additional fee for  granting the license for a permanent license. Rep. 
Harper continued further - i f  you are already charging the maximum, how 
are you going to cover the $25 per day? M r .  Larson said the $25 is due 
on April 1 each year. Finances were very t ight the first year they were 
in operation. Therapists renew their  licenses a t  a cost of $25 each April 
to continue i n  practice. There are 130 practicing. This way it muld be 
covered. 

Rep. Winslaw closed saying these few changes w i l l  make it more functional. 

HOUSE BUJ; 702 - 
REP. CALVIN WIN-, House D i s t r i c t  #65, Yellmtone County, spansor 

said HB 702 is an elevator bi l l .  Very rarely elevators are checked by 
state sources - they are checked privately and then the state sends back 
a piece of paper that  costs $25. A couple of years ago they worked on these 
statutes, b u t a r e s t i l l  prohibitive. They might have 10-14 different eleva- 
tors and are paying $25 per elevator per year. This simply puts the charge 
dawn to $10 which is more realistic. 

CHAD SMITH, Mmtana Hospital Association, Helena, said SB 647 proposed 
much of the language proposed to be amended in  this b i l l .  Before they had 
unnecessq inspections by the ~epartment of Business Regulation and the 
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insurance w i e s .  The Legis lawe thought this was an unnecessary 
cost and an unnecessary inconvenience to the people that run elevators 
for them to have inspections twice each year. They said they could be 
made by the insurance people and that  they Wuld have t o  advise the state 
that they had been inspected. All of the inspections came to $50 per 
elevator. It was expected that  the fee muld be eliminated. The fee has 
only been cut in half. The m r k  is no longer necessary, lmt a t  the ra te  
of $25 it doesn't require any examination. Review and preparation of 
license is overcharged for. There w i l l  be talk about getting the 
general overhead of the office. In sane places the elevators are not 
maintained properly. Unnecessary costs of operation are being done away 
w i t h .  

REP. HARRISON FAGG doesn' t think the elevator inspctions are neces- 
sary as  such. He had an elevator written up as being m£it for  human 
occupancy when it had been used for wing dead bodies. There were three 
amplaints. A new internal ruling was still requiring inspections for  
elevators. The manufacturer and the insurance cc~npanies inspect your 
elevators. He thinks this  is an exmple of bureaucracy, and can see no 
necessity for this  type of inspection. 

JAMES KEMBEL, Aciministrator of the Building Codes Divisim, said for 
the $10 fee that is proposed in the b i l l  he cannot see how they can support 
this  program. Under 50-60-701 -%X they are required to inspect al l  eleva- 
tors to  ccmply w i t h  the state code. See EXHIBIT A. 

PHIL STROPE w a s  t o  have appeared as  a proponent. 

QPPO?WTPS: None 

If  the fees don't cover the cost of doing this, doesn't the cost cane 
out of the general fund? M r .  K&l said i f  they do not collect enough 
fees, help is laid off and the m r k  i s n ' t  done. 

Rep. Andreason - regarding the $1 averhead cost in #9 on Exhibit A, 
elwators not covered by a certif ied inspection o r  by ourselves yet you say 
that a l l  elevators are inspected. M r .  K e m b e l  advised the law said inspec- 
tors had to be certified to do elevator inspections. Nobody wanted to do 
the certification to dothese third party inspections. If  the elevators 
are already inspected by sosneone then there muld be an unnecessary duplica- 
tion i f  you had to inspect a l l  elevators. M r .  K e m b e l  said they don't have 
anyone on their  staff with inspection expertise. They are not minimum 
safety oriented totally. One section checks the minimum safety load tests 
and that the cables are not broken, and that the safety design works. 

Rep. Andreason asked what the insurance c~npanies do? They inspect 'for 
safety for their own ccsnpanies. 

Rep. Bergene said there was so rmch crossover that  it was an impediment 
to  the business. Hcm a u l d  that be handled? m. K-1 said none of the 
canpanies have cane i n  to get certified to do inspections. Once they are 
certified t h  state  muld no longer do inspections. 
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~ e p ,  ~ ' H a r a  asked b w  long they have been i n s w i n g  elevators, and 
he was told since 1977. HOW many major things have gone wrong? Tkis was 
not relevant to the b i l l .  Chad Smith said the point you are mdking is that 
the c w e  should be passed on to the person doing the inspecting. Their 
rule should be adjusted so that payment is credited to  m s e  doing the in- 
specting. ~ u s t  administrative costs can't be m r e  than $10. m. ~embel 
said they are inspecting once a year. 

Rep. Robbins asked if there is  any record of inspections in -11 
apartment houses. Do they usually have a maintenance contract? m. KePcubel 
said d l  buildings probably don't. They do inspect those that are  not under 
maintenance contract. 

Rep. Schultz thought yaur insurance campany muld require that  your 
elevators be inspected. Rep. Fagg said the best way muld be to ask the 
maintenance man to get certified. These people generally s e l l  and have a 
mintenance contract. Write up a contract and put in maintenance require- 
ments. They are also checked by the insurance canpmy. I am inclined to 
think they are just sending me a certif icate and charging me $25. Eighty 
to ninety percent of the cases he knows of have no problem. The law should 
be written so as  to charge persons who do not take care of it. 

Rep. Jensen asked about duplication of inspection. If an insurance 
cunpany does an inspection and they are certif ied and they point out cor- 
rections necessary, they w i l l  require that they do the corrections. They 
w i l l  not go in and inspect if the insurance ccknpany has done this. 

Rep. Andreason said this b i l l  would charge $10 for  the processing of 
the report and $10 for the inspection. Is that $25 located sanewhere else? 
M r .  Smith said that is the regulation m. For each elevator that has been 
inspected by an insurance inspector, they are going t o  charge each elevator 
$25 for making out the receipt. There i sn ' t  supposed to be any inspection 
for  any elevator that  has been inspected by a manufacturer or  an insurance 
ccanpany. Just  to receive that report f r m  a qualified i n s w r ,  the $10 
is the charge made for sending the license. 

Rep. Andreason was not sure we should be paying $25 for processing the 
report. M r .  K g n b e l  advised if  the inspection canes i n  w i t h  violations that 
are c r i t i ca l  and they cannot issue the certif icate and have to see tha t  those 
problems are cleared up. They only act on that  inspection report received 
f ran a third party. We w i l l  accept mer ' s or a maintenance person ' s advise 
that those violations have been cleared up. Rep. Andreason rgnarked you still 
don't send an inspector frcon your office. 

Rep. Ellison thDught when the report says no need of servicing, it 
should not have to be paid for. 

0 

Rep. Fabrega asked i f  you'have authority to levy fines. M r .  Kembel 
said the1 need the right to  levy fines so tha t  the people who are causing 
problems would have to pay. Rep. Andreason asked M r .  K e n b e 1  i f  he would 
mind m h i t t i n g  sane language relative to this. 
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wp. ~obbins asked i f  the department has any authority t o  go af te r  
those having problems and try to stop them from running. 

Rep. Winslow closed saying the problem here is that many or  mst of 
the elevators are maintained by maintenance canpanies who are concerned 
a b u t  safety and they are inspected by insurance cg~lpanies and are charged 
a $25 fee for processing sane paper. For those who are doing a good job 
he recamends the load be lightened so they don't pay for m e  of the 
elevators that aren't being maintained properly - those that do not m e e t  
any safety inspections. 

HOUSE BILL 695 - 

REP. TOMASAY, House D i s t r i c t  #50, Rosebud County, chief sponsor, 
explained HB 695 deals with the problem of obtaining financing for  agri- 
culture in a means and in a manner that can make sane financing mney 
available to them w i t h  an interest  ra te  that  it would be possible for  then 
to handle. This  w i l l  take a vehicle that  is presently in operation - are  
amending existing authority to extend the operation of the housing authority 
into agricultural purposes. They are presently making mney available for 
the building of hoanes and this extends their  authority to  deal in agricul- 
ture. The new language on page 2, l ine 1 extends existing capabilities. 
Page 2, l ine 18 talks about Agricultwal Development Mvisory Council and 
says how it is s e t  up. The only changes made are wording that w i l l  extend 
present authority. A l l  funds are issued by the bond proceeds and insurance 
clearance fund to carry out agricultural financing programs. Page 18, line 8 
the Developnent Board may make certification to the Board of Housing t h a t  
a farmer or rancher is eligible to receive a loan. Mney f m  the fund 
muld be made available to lending institutions under terms and conditions 
adopted by the board requiring the proceeds to be used by the lending 
institution for the making of federally guaranteed loans for ag land and 
impmvements for persons residing in the state. 

Page 20, l ine 8, the Board may finance only when a rn jority of the 
Agricultural Developrmt Board finds that  private enterprise has not provided 
sufficient financing on sufficiently attractive terms, and the loan w i l l  be 
in the public interest. Financing for ag loans may not exceed $375 million. 
That is a beginning figure for the m u n t  of bonds that may be sold for  ag 
interests. Page 22, line 20 explains the requirements for the 7 manbers of 
the Council and their qualifications. 

T h i s  program is tested and tried and in operation through the housing 
board now. The mney could be available to loan in the m a t t e r  of weeks or 
mnths. It does not obligate s ta te  finances - does not cost the state a 
nickel. 

JOHN OITZDJGER, is a lawyer in Helena and counsel to the Board of 
Housing. HB 695 is consistent with the Housing programs and w i l l  not 
jeopardize any of the Housing programs now and they are consistent. The 
Law as written muld be a constitutional l a w  and would not require a test 
case. It could be put into effect right now. This type of bonding has 
been used in other states and these bonds wuld get a Triple A (AAA) rating. 
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W i t h  rating and tax exemption farmers and ranchers should be able to 
b o r n  helm what  mortgages go out to for haws. 

LYIX OLSON, Administrator of the Board of Housing, didn t know i f  he 
should be involved with this. This has been working in Iowa and they have 
3,000 £ a m  applications in Iowa and they w i l l  be selling bonds very shortly. 
We muld not be using any general fund money and muld pmbably have t o  hire 
an ag experk to mrk with the Board. They used general funds when starting 
up. There will be no constitutional questions. They could sell bonds before 
the end of the year. They make money by using money costing 10% and marking 
it up 1-1/2% which would caver costs of operations. This is put out a t  
interest while it is in their  funds. 

O m s :  None 

QUESTIONS - 
Rep. Ellerd thought the main problem is that these b i l l s  cane in and 

they don' t consider any other perms who might be in need. Could we give 
sane help to other businesses and to those who need a 1- interest rate? 
Rep. Asay responded practically a l l  other segments of business have sane 
availability to other cheaper funding. Rep. Ellerd thought sane farmers 
should be in here to support th is  b i l l .  Rep. Asay explained this b i l l  deals 
solely with the obtaining o f m e y  for agriculture a s  such. The intent is 
that agriculture as  such is in diff icul t  s t r a i t s  and is in need of financing. 
Rep. Ellerd said there are other industries that need a l o t  of help too. 
The b i l l s  are  a l l  turning to agriculture - we are going to have t o  start 
thinking about other industries. 

Rep. 0' Hara asked if  this works; ,haw& people apply? Rep. Asay said 
you ta lce  applications in and sell bonds to cover that m u n t .  They can sell 
bonds up to $375 million. This puts a cap an it so that  that is all they 
could have a t  any special time. Mr. Larson said the A g r i c u l t u r a l  Advisory 
Camittee muld review and apprave applicaticms. You would have people in 
the agricultural cxmnunity doing this. 

Rep. Schultz said the Board of Housing is loaning mey a t  about 9-3/4%, 
do you think you can get m e y  for agriculture a t  9%? M r .  Olson advised with 
a AAA rating bonds are going for 10%. They a re  not in the market to  s e l l  
bands for housing a t  the present time. Rep. Schultz asked why 3 mgnbers of 
the Wheat Research and Marketing Ccmnittee are being picked as  b a r d  mehers. 
Rep. Asay explained the idea was to find existing agriculture people. 

Rep. Robbins - 9% interest - what i f  the interest rates go down to 7%? 
M r .  Larscm said there is another a m a d m m t  in the process which would artlend 
that sentence and establish a floating interest ra te  ceiling. This w i l l  
muld address the particular features you are concerned about and the inwest 
rates wuld  be addressed by another b i l l .  Rep. Robbins was concerned about 
addressing it to the ag people. How do you determine who is in the ag busi- 
ness? Rep. may said ag interests m l d  be able to do so. M r .  Iarson said 
these have to be approved by the FHA and ag loans. Saneone who i sn ' t  eligible 
couldn't take aiivantage of this loan. 
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(Mr. T h m s  G. Larson, State Board of P.T. Examiners, Butte, was 
a t  this hearing for  informational purpses. ) 

Rep. Meyer asked if loan applications go directly through you? M r .  
Olson said they w i l l  be processed with a lending institution of which  there 
are 110 such institutions in the state. The Board would s e t  up the policies 
how they would want to handle.it. Rep. myer - is this  going to work simi- 
l a r  to the way the Board of Housing works? Mr.  Olson - t m  banks i n  Great 
Falls say they w i l l  take $3 million. They w i l l  ask for applications f i r s t .  
Essentially these are covered by industrial revenue bonds, and can get good 
interest rates. These programs are designed to protect fanners and ranchers. 
They do have to  be dane as  industrial revenue bands and would have to be done 
on a loan-by-loan basis. 

Rep. Meyer continued - banks are not going to  cane in and give out 
"x" number of dollars to loan out. M r .  Olson said bankers would probably 
service the loan. Rep. Meyer m t i o n e d  ag people can get SBA loans;, 

Rep. Ellerd asked i f  livestock could be bought a t  lo%? M r .  Larson 
said breeding stock is within the range of eligibil i ty,  Rep. Ellerd asked 
if a livestock marketing business would cane under this? M r .  Larson thought 
SO. 

Wp. Ellison - 9% w i l l  be charged. You w i l l  get SBs 90 o r  91 which 
say interest  rates w i l l  be 1% less than far  housing. Housing loans are 
9-3/4% right now. 

Rep. Jensen - you are familiar with Lund's bil1,but which w i l l  be used 
for starting rmey for agriculture? Is it possible for this b i l l  to be suc- 
cessful in this one? M r .  Larson advised there w a s  a hearing in the agricul- 
ture cornnittee tm days ago and a t  that  hearing Lund said he was going to  
restore his b i l l  to do .sane of the same tkings as under this b i l l  and he was 
not sure what his amendments were to be. He thought the Legislative Cuuncil 
is still digesting sane of the changes. Scane are similar, but not identical. 
Lund has sane other features in giving tax breaks. Rep. Jensen wondered i f  
i t m u l d  be possible for these tm to use the same advisory council and 
extend its duties. Rep. Asay thinks the b i l l s  are ccrrrpatible. Lund's is 
for beginning farmers. He feels they are oopnpatible. 

Rep. Jacobsen thinks the oomnittee should look a t  both b i l l s  a t  the 
 anre re time. The other b i l l  w a t  t o  the agriculture d t t e e  because it was 
thought that a broader understanding would be obtained by explaining to m r e  
people. U n d e r  federal tax law th is  cannot be an existing farm - there has 
to be a real  change in ownership. There has to  be an acquisition of land 
involved and i f  there is an acquisition, we are dealing with M non-related 
business partnerships - r e  are going to have a bona f ide acquisition. 

Rep. Fabrega said transactions between relatives have to quali fy under 
the 'arm' s length measurerent' -- you cannot make a low-pric& sale to aw.id 
taxes. Rep. Robbins asked how about a person wanting to  buy an adjoining ' 
person's .property? M r .  Larson said their  policy has t o  be established by 
the Agricultural Advisory Council. They wuld have t o  set up e l ig ib i l i ty  
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r q i r e n t s .  They muld help anyone to purchase land in the state. 

Rep. Ellison r a k e d  there are no inacxne requirements, and in the 
absence of policies, it could be anybody who is eligible for a Fan-ners 
H m  loan. 

Rep. Fabrega said you are basing part of the cr i ter ia  on m. Are 
you also adopting the criteria of what they could have as  a credit r isk 
program? Mr. Larson said they are limited in Housing by the new Federal 
Marketing Subsidy Act. 

Rep. Fabrega said under the Farmers Hame Board, you could apply for  
farm financing. Why is it necessary to t i e  to  F h m  when establishing a 
board? Mr. larson answered it guarantees the programmaking it attractive 
to industrial revenue bond purchasers. It would have to be guaranteed by 
the FmHa and they would get the m e y .  This Board would have a lesser 
power and it muld depend on whether your Board is going to be reasonable. 
The FHA or  VA guarantee for houses; the F'mHA guarantee for agriculture. 
They have the authority to sel l this  kind of bonds, M r .  Olson said right 
nuw there is a new limit on development bmds in the state - a limitatim 
may be caning. These do not involve the state a t  a l l .  They are indirect 
credit  of the sete; there is no reserve fund contributed by the s ta te  - 
they are solely on the collateral pravided. How do you develop a sinking 
fund? M r .  O l s o n  said there would be a fund dweloped with the bond sales. - Who appoints the Wheat Board? The Department of Agriculture, and the gover- 
nor appoints the Housing Board. How does the Board of Housing get appointed 
and how polit ical  is i t ?  It is a 7 mgnber board informed in financial hous- 
ing o r  finance. It is appointed by the Governor and their  tem expires a t  
the end of his t e r m .  The Wheat Board is appointed by the Governor - 4 & 3 
for  the majority party - you have a purely pol i t ical  board either way. 
The c d t t e e  might want to w i d e r  this. A person must have knowledge 
of housing econanics or  finance. 

Rep. Schultz asked where the mney for the Housing authority is in- 
vested? Mr.  Olson said they have four underwriters - the Firs t  Boston 
Corporation in New York, Dm&r and Bomrth which is regional, and Piper, 
Jaffray which is national, and D.A.Davidson which is regional. N i n e t y  per- 
cent of their  bonds are sold out-of-state. 

Rep. Asay closed saying he really feels  as a result of your questions 
that we need it very badly and it is not incanpatible with other bi l ls .  
Anything that ' s  going to get approval of the bank and get appraised as such 
is the best credit r isk.  You do have to  ccmpete. We want  to end up w i t h  
a good ag base. 

HOUSE BILL 720 - 
REP. JOHN G. HAFP, House D i s t r i c t  #19, Flathead County, chief sponsor, 

explained Hi3 720. A Wntana agent is not allowed to charge a fee. We are  
having large insurance ccmpanies caning in and perfonbg these services and 
then leaving the state. There are three areas that are defined, Wsk manage- 
ment involves identifying, analysis and evaluating the risk. A r isk manage- 
ment W s o n  would corne in  to an operation and go in and analyze financial 
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statments, what assets there are and h a t  the client 's  exposure is. 
What muld be the e f f e c t f  a hreakduwn of an $80-90,000 piece of equip- 
ment have on the business? What r i s k  is there? Would arrange to make 
provisions to rent in order t o  prevent loss of rwenue, eliminating as 
much exposure as  possible. The C i t y  of Billings asked the agent in B i l l -  
ings to  perform a r isk management study and the study was done. They 
thought the City of Billings might be better off with self insurance and a 
firm frcm the Billings area for $1,500 provided the service. They said if 
they introduced a safety program, they might be able t o  reduce their  insur- 
ance rate  and exposure. Risk managanentls policy is not to increase the 
insurance premiums - in sane cases' it w i l l  increase. It is similar to the 
consultant's b i l l  for providing services to look a t  their  -sure and see 
that they are properly insured. 

You cannot sell. them insurance af te r  providing the service. Risk 
management muld give the m t a n a  agent an opportunity to  go in and look a t  
a business and af ter  making recamendations t o  that  firm he could also s e l l  
than insurance a t  a later date. People £ran out-of-state are ccsning in and 
providing these services and are not properly protecting the mntana agent. 
The insurance industry in Wntana is paying $15 million insurance tax which 
canes under the corporation incane tax a t  a 6.75 net incame; s t a t e  could be 
deriving incame f r m  this instead of it going out-of-state. 

ROGEE? Independent Insurance Agents Assoc ia tb  of Montana, 
Helena, supports HB 720. The process of r i sk  m a n a g m t  is very cmplex 
today. See his EXHIBIT B. Every contract should be scrutinized by an 
insurance agent. With a -tract for leasing a car you assume the r isk 
of the manufacturer and the person who leased you the car. 

You can reduce your r isk by reducing the frequency of loss. One 
example wuld be to use a a m p t e r  during the time others are not needing 
it. The penalty has been changed slightly in the b i l l  and it is easy for 
the Catunissioner's office to look a t  that  mntract and see that it is fair .  
It is not cost effective for  mll businesses to provide these services. 
Independent agents in mntana could perform these services. 

There were other proponents for HB 720 - David Bruck, Industrial Insur- 
ance Agents of Pbntana, and A.D.Keunning, Industrial Insurance Agents, Helena. 

QP-S - None 

Valencia Lane, Fbntana Insurance camissianer's office, took a neutral 
position on th i s  b i l l .  They feel i f  the Iegislature feels it is a proper 
function for insurance agents to  be in, their office can probably handle it. 
She rewrmended amending page 2, line 23 to reinsert "as provided in 38-18-212". 

Rep. Metcalf thought making recamendations and then sell ing insurance 
to cwer muld be a conflict of interest. Mr. IkGlenn advised r i sk  manage- 
ment canes fran l i f e  insurance remmendations. The consultant l a w  is being 
amended out. There is still a place for unbiased persons to cane in and 
review a whole insurance program. There are fewer than three resident con- 
sultants in property and casualty. It is the i r  opinion that the insurance 
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industry win sgneday do away w i t h  the cmnissian schedule and you will 
contract w i t h  sameone for this insurance. Life and casualty has cmsult- 
ants. ~n many cases they are cutting prEsniums. 

Rep. Manning asked what kind of a fee do you have in mind? m. S l e n n  
said he had a contract in mind. It w i l l  be regulated by the market and 
agency - maybe $30 an hour w i l l  be agreed upn. 

Rep, Schultz ccmnented it was a sad state of affairs to have to bring 
in an insurance consultant to t e l l  us how much insurance we should have. 
Ftep. Kitselman thinks it is the wise thing to do when it becanes m r e  
involved, especially when you are  with a large manufacturer there are many, 
many hours and many specialized things to do. Once you have the t rus t  to  
be allowed to cane in and do an analysis, m r e  than likely you muld have 
a sale £ran that. Under cutrent law,  you do the work for a fee, you can not 
sell the p d u c t .  There are certain specified things that only tha tpa r t i -  
cular ampany w i l l  handle under your products l iab i l i ty  law. All the work 
you do prior doesn't count unti l  the policy is issued. See EXHIBIT C. 

Rep. Fabrega f e l t  i f  you charge for  it, you should be licensed. If 
you don't charge for it, you don't need a license. Valencia Lane - what 
about thse offering advice to the senior citizens. You don't have to 
have a license. She said there is sane confusion about the service provided. 
An insurance cansultant muld look a t  your insurance program and look a t  what 
you have and give you advice. They could charge a fee for that  only if they 
agree beforehand that you are going to have to pay a fee. They want to be 
able to go in and look a t  how you are running your business, what kind of 
training you are providing your enq?loyees. They are going t o  look a t  m r e  
than your insurance - on where you can c u t  down on your risk. She didn't 
knuw i f  it will be a conflict of interest  by allowing one or the other. 

Rep. Wtcalf - insurance consultants would still be under your super- 
vision, and risk management persons mld not be consultants, I f  he looked 
at  your whole operation and by doing certain things you can reduce your risk 
then he is a r isk m a n a g m t  consultant. M s .  Lane said th i s  l a w  wuld allow 
them to charge an additional fee in addition to the amnission on any insur- 
ance they muld sell you. 

Rep. Fabrega asked the reason for the merit she proposed. M s .  Iane 
said i t m u l d  say that a person cannot accept a fee as provided. 'hen they 
put new language in they struck mre than what was necessary and mre than 
what they intended. 

Rep. Schultz cxmmented that under the Hartford program every year an 
investigator goes through all the buildings - plumbing, wiring, barns, etc. 
That is a canpay  engineer that cames out and reviews your business. There 
are ways to sh i f t  or avoid the r isk to avoid purchasing more insurance. He 
doesn't do anythjng to limit or reduce your insurance preniun. You have to 
agree before he does the work the amunt of fee to be charged. 

Rep. Harp closed asking for the same privilege as  other agents have 
out-of-state of mntana and in scrme cases they might be able to perform 
such services, 

REP. JENm IS ACTING CHAIRMAN WHITE REP. FABREGA PREZENTS A BILL IN THIS 
cuFmrmm. 
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HOUSE BIU_, 716 - 
REP. W. J. FABREGA, House District #44, Great Falls, chief sponsor 

of HB 716 explained th is  was introduced a t  the request of the school boards 
because of the problem they are having to s e l l  school bonds. The b i l l  is 
under questionable health in the Senate because bonds are a tricky financial 
instrument. This b i l l  w i l l  relieve the selling, and it then cites a float- 
ing method by a l h d n g  the school boards to accept bids tha t  are 150 basis 
points above the r a t e  established by the 20 bond index for 20-year general 
obligation bonds l a s t  published ky the weekly bond buyer, New York, New York, 
prior to the date of sale of the bands. 

You muld now be determining how much interest you should pay based 
on what is going on in the market. You have the weekly bond average - 150 
points means 1-1/28 above that average. A school district may accept a bid 
that is w i t h i n  1-1/2% of that. I f  it was 9-1/2%, it means it could go to 
11%. There is a need for  some mechanism to allow the school districts to 
s e l l  their bonds. I f  you cannot s e l l  them, you have taken away the i r  
abil i ty to finance other than waiting unt i l  interest rates go down, 

CHAD SMITH, Pbntana School Boards Association, feels this is a very 
important b i l l .  With the ceiling of 7% on school bonds a l l  construction has 
ccane to a halt.  Not even being tax free makes for lessinterest. The people 
who are buying the tax free bnds are in a 50% tax bracket. A t  the present 
time there are a n w  of investments that  you can make tha t  are a t  17.8% 
on investments which are taxable, but they have unlimited withdrawal rights 
and those are attractive enough so that  nobody is interested in purchasing 
anything in Pbntana. School dis t r ic ts  can't construct or  re.bui1.d because 
they have no means of financing. There are a number of bond elections 
which have passed that cannot proceed because there is no market for  the 
bonds. 

Another b i l l  is in the Senate Taxation cokmtittee which opens it up 
to the free mrket. These limitations go back to when you might have only 
one person bidding - that is not the case now. There are f ive who are in- 
terested in purchasing Wntana bonds. This b i l l  provides sane limitation 
krthqse who feel  the bcmd market should not go wide open, This b i l l  would 
limit it to 1-1/2% over the bond buyer's weekly ra te  a t  150 points over. 
W e  searched for every possible means of tying this to  scune so r t  of regulatory 
rates, but didn't find anything. This w i l l  actually ref lect  what the actual 
ra te  of bonds being sold on a weekly basisis;thel-1/28 they say should be 
plenty to m e e t  the difference in danand and still w i l l  pruvide s a w  l i m i t a -  
tion rather than being wide open. 

REP. GCEN JACOBSEN, House D i s t r i c t  #1, Medicine Lake in Sheridan County, 
lost  a great portion of their  school and they had a terrible time to sell 
bonds and finally sarne local people who could afford to, bailed t h a n  out, 
He supports HB 716. 

OPFONEWE: None 
- .  

QUESTI:ONS: None 
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Rep, Fabrega closed explaining the 20 year general obligation index 
is a sampling of different bond issues throughout the country. ~t is l ike 
the Jones market report, except it is for  bonds. 

I f  you r m v e  the cap, you are canpeting w i t h  the entire s-. 
This makes sure that you are only canpeting in the bond market and because 
of the base it w i l l  have a tendency to be kept a t  a lower rate. Rep. Metcalf 
said the band market is less volatile than sane of the others. Rep. Fabrega 
advised any lawering of incme tax or other change has a tendency to increase 
what you pay on bonds. Any reduction tends to increasethebnd's interest. 
Rep. Metcalf reminded you could sell these a t  1-1/2% difference. 

EXFX3UTTVE SESSION - REP. FABREC;A RESUMED AS CHAIRMAN. 

Rep. Btca l f  moved HOUSE BILL, 716 DO PASS. lvlotion carried unaninwxlsly. 

Rep. Meyer mved HOUSE BILL 701 DO PASS. This b i l l  pertained to 
occupational licensing under the Board of Therapists. Mtion carried mi- 
musly. 

Rep. Harper mved HOUSE BILL 702 DO PASS. He further m e d  to amend 
page 2, l ine 10 to l i m i t  additional charges to $15. M r .  K e m b e l  advised 
unless the inspectian is done by a certified inspector they cannot accept 
an inspection report. John Lavinsky, attorney with the Departrrrent of Busi- 
ness Regulation, said the b i l l  would repeal 50-60-701 dealing w i t h  elevator 
inspections. It is hard to get canpliance with any deficiency inspection 
report because they have no abil i ty to force the owner to correct problems. 
The building code is not general funded - its sole support canes fran fees. 
You have given them the l iabi l i ty  but not the abi l i ty  to  enforce these pro- 
visions. Those who follow the l a w  are subsidizing those who don't. 

Rep. H a r p e r  withdrew his former mtion to m d .  He mved to amend 
so that  the Depa-rtmentmay not charge mre than $10 for each elevator in a 
public building and issuing an inspection therefore. &nmdment was adopted 
w i t h  Reps. Andreason and Jacobsen voting No. Pbtion that HOUSE BILL 702 
DO PASS AS AMENDED (remrded mtian)  was adopted with Rep. Jacobsen voting 
No. Rep. Ellison w a s  absent. 

Rep. Kitselman m e d  HOUSE BILL 720 DO PASS. He further m e d  HB 720 
be amended - and the anendment was unanimously adopted. He restated his 
first notion to HOUSE BILL 720 DO PASS AS AMENDED. Mtion carried with 
Rep. Meyer voting No. Rep. Ellison was absent. 

Rep. Pavlovich w e d  HOUSE BUJ; 493 DO PASS. H e  further m e d  to amend 
by striking section (b), and th is  mtion was  unanimously adopted. Rep. Meyer 
mved to amend the title to acccmmdate the other mendrent. mtim carried 
unanbusly. Rep. Pavluvich then r m r d e d  his  motion to HOUSE BILL 493 DO 
PASS AS AMENIED. W o n  carried w i t h  Reps. Andreason, OIHara ,  Jensen, 
*tcalf, H a r p e r  vo&g No. There were three absent. 11-5-3. 

Meeting adjourned a t  11:30 a.m. 
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H.B. 702 

COMMENTS OF THE DEPARTMENT OF ADMINISTRATION 

BUILDING CODES DIVISION 

PREPARED BY W. JAMES KEMBEL, ADMINISTRATOR 

A s  d r a f t e d ,  t h e  b i l l  w i l l  make it imposs ib le  f o r  t h e  D i v i s i o n  t o  
c a r r y  o u t  t h e  e l e v a t o r  i n s p e c t i o n  program a s  r e q u i r e d  by S e c t i o n  
50-60-701, MCA. The D i v i s i o n  i s  s e l f - s u p p o r t i n g  and t h e r e f o r e ,  
must cha rge  f e e s  t o  cover  t h e  c o s t  of  p rov id ing  s e r v i c e s  r e q u i r e d  
by t h e  s t a t e  s t a t u t e s .  

C u r r e n t l y ,  t h e  f e e s  charged by t h e  D iv i s ion  f o r  t h e  e l e v a t o r  i n -  
s p e c t i o n  s e r v i c e  are as fo l lows:  

,- 
Fees  when i n s p e c t i o n s  a r e  made by t h e  D iv i s ion  

Fees  when i n s p e c t i d n s  a r e  made by a  c e r t i f i e d  
i n s p e c t o r  $25 

S e c t i o n  50-60-701, MCA r e q u i r e s  t h e  D iv i s ion  t o  do t h e  fo l lowing :  

1. I n s p e c t  a l l  pas senge r  e l e v a t o r s  and e s c a l a t o r s  i n  p u b l i c  p l a c e s  
t o  i n s u r e  compliance w i t h  t h e  requi rements  o f  t h e  s t a t e  b u i l d i n g  
code.  

2. Adopt s t a n d a r d s  f o r  passenger  e l e v a t o r  and e s c a l a t o r  i n s p e c t i o n s  
t o  a s s u r e  compliance w i t h  t h e  requi rements  o f  t h e  s t a t e  b u i l d i n g  
code.  

3 .  Adopt r u l e s  f o r  t h e  c e r t i f i c a t i o n  o f  maintenance and i n s u r a n c e  
company i n s p e c t o r s  who may i n s p e c t  passenger  e l e v a t o r s  and 
e s c a l a t o r s  i n  l i e u  o f  s ta te  i n s p e c t i o n s .  

The fo l lowing  a r e  t h o s e  d u t i e s  gene ra t ed  by t h e  e l e v a t o r  i n s p e c t i o n  
program: 

I 1. Perform i n s p e c t i o n  of  t h o s e  passenger  e l e v a t o r s  n o t  covered  by 
\ c e r t i f i e d  i n s p e c t o r s  of i n su rance  and maintenance companies.  

2. Receive,  review,  and f i l e  a l l  i n s p e c t i o n  r e p o r t s  e i t h e r  o f  s t a t e  
r e t a i n e d  o r  c e r t i f i e d  e l e v a t o r  i n s p e c t o r s .  

3 .  Follow up t o  see t h a t  a l l  d e f i c i e n c i e s  l i s t e d  on t h e  e l e v a t o r  
i n s p e c t i o n  r e p o r t s  a r e  c o r r e c t e d  s o  t h a t  t h e  annua l  o p e r a t i n g  
c e r t i f i c a t e  can be i s s u e d .  

4 .  I s s u e  t h e  annua l  o p e r a t i n g  c e r t i f i c a t e .  

5. B i l l  and c o l l e c t  i n s p e c t i o n  f e e s  f o r  annua l  c e r t i f i c a t i o n .  

6. P rosecu te  v i o l a t i o n s  when t h e  need a r i s e s ,  i n c l u d i n g  a l l  n e c e s s a r y  
a d m i n i s t r a t i v e  h e a r i n g s .  

7. Close  e l e v a t o r s  t h a t  become dangerous t o  l i f e - s a f e t y .  
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8.  Prov ide  c o n s u l t a t i o n  f o r  owners, d e s i g n e r s  and o t h e r  i n t e r e s t e d  
p a r t i e s  conce rn ing  passenger  e l e v a t o r s .  

9. C e r t i f y  i n s p e c t o r s  of  i n su rance  and e l e v a t o r  maintenance companies. 

The f e e  b reak  down f o r  p rov id ing  t h e  s e r v i c e  i s  a s  fo l lows :  

D i v i s i o n  I n s p e c t e d  U n i t s  (576 I n s p e c t i o n s )  

C o n t r a c t  E l e v a t o r  I n s p e c t o r s  
P r o c e s s i n g  I n s p e c t i o n s  

C l e r i c a l  
A d m i n i s t r a t i v e  
Overhead Cost*  

TOTAL $58/uni t  
*This  i n c l u d e s  pos t age , t e l ephone ,  p r i n t i n g ,  r e n t ,  i n s u r a n c e .  

Th i rd  P a r t y  I n s p e c t e d  Un i t s  (30 I n s p e c t i o n s )  

P r o c e s s i n g  I n s p e c t i o n s  
c l e r i c a l  $ 8 / u n i t *  
A d m i n i s t r a t i v e  1 5 / u n i t *  
Overhead Cos t  l / u n i t  
Adminis te r ing  C e r t i f i c a t i o n  Program l / u n i t  

$2 5/uni  t 

*These c o s t s  a r e  h i g h e r  t han  f o r  D i v i s i o n  i n s p e c t e d  u n i t s  because  
o f  c o o r d i n a t i o n  e f f o r t s  neces sa ry .  

Although t h e  above i s  t h e  break down o f  how t h e  f e e s  a r e  expended, 
it does  n o t  r e f l e c t  t h e  a c t u a l  c o s t s  of  t h e  program. I n  r e a l i t y ,  
t h e  D i v i s i o n  has  one bureau c h i e f  and one s e c r e t a r y  spending  a  
minimum of  one t h i r d  of t h e i r  t i m e  on t h e  e l e v a t o r  program. T h i s  
does  n o t  i n c l u d e  t h e  amount of t i m e  s p e n t  on a t t e m p t i n g  t o  c o l l e c t  
f e e s ,  t h a t  customers  r e f u s e  t o  pay, through o t h e r  s t a t e  a g e n c i e s  
no r  does  it i n c l u d e  t h e  c o s t  of ho ld ing  a d m i n i s t r a t i v e  h e a r i n g s .  
The program's  f i n a n c i a l  p i c t u r e  i s  a s  fo l lows:  

Income 
S t a t e  I n s p e c t e d  Uni t s  5 7 6 ' u n i t s  x $58 = $33,408 
Th i rd  P a r t y  In spec t ed  u n i t s  30 u n i t s  x $25 = $ 750 

TOTAL INCOME $34,158 

Expend i tu re s  
1 /3  Bureau Chief 
1 /3  S e c r e t a r y  
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C o n t r a c t e d  E l e v a t o r  I n s p e c t o r s  
Communications 
Rent  
P r i n t i n g  

The e l e v a t o r  program i s  t h e  D i v i s i o n ' s  f u n c t i o n ,  c a r r y i n g  t h e  
g r e a t e s t  l i a b i l i t y  t o  t h e  s t a t e .  Each y e a r  t h e  e l e v a t o r s  a r e  
c e r t i f i e d  t o  g u a r a n t e e  t h a t  t h e  c a b l e s  a r e  s a f e ,  s a f e t y  d e v i c e s  
f u n c t i o n ,  c o n t r o l s  f u n c t i o n  and t h a t  n e c e s s a r y  l o a d  tes t s  a r e  
c u r r e n t .  

The $10 f e e  e s t a b l i s h e d  by t h e  law makes it i m p o s s i b l e  t o  c a r r y  
o u t  t h e  program. 



A A l  ice  f rys l  i e  _- ---- _-_--, -- BILL N o .  HB G95 - --- -- 
ADDRESS He1 ena - -------- ___ DATE Feb. 19,  198i 

-__l_-l_--____ 

National Farmers Organization and Montana Cattlemen's Assoc. YOU REPRESENT ----- --- -- - - -..___-- -- __-I C--_-_l 

SuPpoRT -- -- - X Concept- - CIPPOSE --.-.-- AMEND --------- 

J71,1ZASE LEAVE PREPARED STATEME'QJT WITII SECIIEI*'ARY. 

C o m m e n t s  : 

This l eg i s la t ion  has been looked a t  f a r  many sessions and i s  f i n a l l y  come 

t o  serious considerat ion.  We feel  t ha t  the concept of this HB695 as well 

as HB 640, SBl63 and other have real potential toward an incentive program 

f o r  farn~crs  and ranchers t:o s t a y  in business and t o  encourage young people 

to enter  the agr icul tura l  industry. 

Our reconmendation t o  t h i s  committee would be t o  gather a l l  these proposed 

measures and analyze the best parts  o f  each; then combine those par ts  ta 

carry on through passage o f  a workable acceptable Bil l  . 

A1 ice  Frysl i e 

N .  F.O/NCA 

:'Oiil"l CS- 34  
1 - d l  



NAME Jack Asay - BILL N o .  HB 695 -- -- 
ADDRESS Deer Lodge .-- "- -..---- DATE -... Feb. 19, 1981 ------ 

WIIOFI DO YOU REPRESENT Montana C a t t l e  Fecders Associ t i  on - - - . - - -  .- 

SlJPPORT - X Concept - -. - --- - OPPOSE .----.-- AMEND ---- 

I'LIIASE LEAVE PREPARED STATEMENT WIT11 SECRETARY, 

Comments: 

Our o r g a n i z a t i o n  f e e l s  very s t r o n g l y  t h a t  something must bc done t o  encourage 

e n t e r i n g  and cont inuance o f  o p e r a t i o n  i n  t h e  a g r i c u l t u r a l  i n d u s t r y .  Th is  B i l l  

as we17 as some o f  t h e  o the rs  t h a t  have been proposed d u r i n g  t h i s  sess ion  o f  

t h e  i e g i s l a t u r e  have m e r i t .  kJe support t h e  concept o f  !ID695 and would urge 

t h e  Agriculture Cornmi t t ee  t o  gather. a1 1 1 ilce proposed B i l l s  and d e l e r m i r ~ e  t h e  

b e s t  o f  each t o  be combined i n t o  one which can then be passed i n t o  law. 

Jack Asay, Exec. V ice Pres.  
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NAME /) tf94 $4 
ADDRESS -- / d g $ ~ / ~ $ + ~  DATEJ@ a 1 9 --& --- 

WlIOH DO YOU REPRESENT /&>,' !fiJS , .j . .. . . +*-- c #,4- d ,  2 .  . 13 9. dt!' 

SUPPOilT - - OPPOSE --- AMEND - -- 
'' 

PLEASE LEAVE PREPARED STATEMENT WZTIE SECRETARY. 

C o m m e n t s :  * ' Y V "  $"C 
<+ ,I r * ,s" .; "d/ - - I  



ndependent Insurance Agents of Montana 
INCORPORATED 

To : The House Business and Industry Committee 

From: Independent Insurance Agents' Association of Montana 

Date: February 19, 1981 

Re : Support for House Bill 720 

The process of risk management is very complex in todays 

insurance industry. Many agents are providing some of the risk 

management techniques to service their clients today. However, 

to provide the complete risk managment and loss prevention 

D 
process for the insurance consumers is not cost efficient for 

our Montana agents. The amount of time to provide a comprehensive 

study of a clients needs and to work with that client to implement 

the findings of this study can run from days t.o weeks. 

THE STEPS IN RISK MANAGEMNT: 

(1) IDENTIFICATION: 

A risk survey, not an insurance survey, is used to identify 

the potential for any losses. A complete study of the clients 

operation is required in this step. 

( 2) MEASUREMENT : 

A complete idea of what the losses identified in step one 

could mean to the client. Frequency and severity of these losses 

and what they would do to the clients operation. 

Here you determine what risks shall be handled by insurance 

or other means. Four basic means of control are: 



(A) Avoid or eliminate the loss; in the case of an auto 

risk, sell the car and walk or ride the bus. 

(B) Retention of the risk; including sef-insurance. 

(C) Loss prevention and reduction; again with a car the 

driver could take a defensive driving course as a means 

of loss prevention, and in order to reduce the financial 

risk of the loss of the car, buy an older car. 

(D) Transfer the risk; in the case of our car, contract 

with some one to drive us around in their car, or buy 

insurance. 

( 4 ) IMPLEMENTATION 

Three factors must be considered, cost, availability, and 

thoroughness: 

(A) Cost- You want the most protection for the lowest cost, 

cost also involves considering alternate uses for the money 

saved. 

(B) Availability- Some tools of the risk manager like non- 

deductible collision, or flood insurance in some cases, are 

not available because of cost or other reasons. 

(C) Thoroughness- If the risk management program is complete 

and unitized, it reduces insurance costs and also reduces 

chance of mistake by the client. 

No risk management plan is final, it must be constantly 

modified and improved as the client's business changes. However, 

after the initial risk management and loss prevention process 

has been completed, there will be no need for further charges 

for review and update, as the commissions from any insurance 



the agent writes for the client would deserve this service. 

TWO QUICK EXAMPLES: 

An agent in Billings writes: "We were approached by the 

City of Billings to perform a risk management study on self- 

insurance for worker's compensation. The cost of doing this 

proposal is $1,500.00. In order to do a risk management study 

of this nature, it is necessary for us to hire computer time 

to do the actuarial work. We then could provide the City of 

Billings with the necessary information to decide whether it 

would be more more feasible from a cost standpoint to self- 

insure or purchase normal insurance. A risk management study 

would indicate that if a proper safety program were initiated, 

it would be possible, and save a great deal of insurance dollars 

for them to be self-insured. The problem is that once I did 

the study, I was prohibited from then implementing the program 

through the excess market which is required when there is self- 

insurance. I also, under Montana law, could not sell them the 

required excess insurance even on a bid basis and then, in turn, 

charge for the safety services that are required to implement 

the program. As you can see, this is entirely contrary to the 

needs of the client." 

ONE LAST EXAMPLE: 

"We currently have a client who would like us to do a risk 

management study. We currently write insurance for this client. 

According to current Montana Law, I cannot perform the services 

of risk management for this client hecause we are currently 

writing insurance for him. This forces our client to go to an 



out-of-state broker to obtain these services. I think this is 

unfair to a Montana insurance consumer and agent." 

Many large companies in this country have risk managers 

on staff. Very few have this service on staff in Montana. We 

feel that this is a very important service to clients that can 

not hire a full time staff person to perform risk management 

for operation. 

The association urges that the House Business and Industry 

Committee to give a do-pass recommendation to House Bill 720. 
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