HOUSE BUSINESS AND INDUSTRY COMMITTEE

Chairman, Rep. Jerry Metcalf, called the Business & Industry
Committee to order on March 11, 1983, in Room 420 of the Capitol
Building, Helena, Montana, at 9:00 a.m. All members were present.

SENATE BILL 382

SEN. STIMATZ, District 43, sponsor, opened by saying by law if
anyone is a member of a group health insurance plan and his
employment is terminated, the insurance company must offer him
the option to convert with no medical requirement. What has

been happening is people make the conversion and then their
premiums go steadily up. One individual's policy went from $55.10
to $302.50 per month. Another lady's went from $29.15 to $115.40.
They pose a greater risk for the company but by increasing their
premiums the company shucks the people off the roles. Some of
these people have carried this insurance for many years. The
costs should be spread over all the people being covered. The
bill limits to 150% of the former group rate the premium that

may be charged for an individual policy when a person converts
from a group plan. They must be given at least a 45 day prior
notice of any rate increase and the premium rate for an indiv-
idual policy may not be increased during the first six months

of coverage after conversion.

PROPONENTS: none

OPPONENTS:

ALAN CAIN, Montana Physician's Service: The problem this bill
addresses has become major because of the large number of people
unemployed recently. This does not apply to commercial insur-
ance companies which provide 50% of the health coverage in the
state of Montana. This would be addressed to Blue Cross and
Blue Shield. Adverse selection is the problem. Any time you
get into a situation where you don't get a spread of risks you
lose money. All companies have to offer conversion policies
without evidence of good health. Because the young and healthy
people don't take the policy, we get left with those with health
problems. We lost $1 million last year on the conversion plan.
We charge about 50% of what we actually pay out on the plan.

If you begin to limit the amount that is charged, you are forcing
the other people who carry insurance to subsidize the unhealty
ones. Commercial insurance companies should be faced with the
same problems. There is a problem administering this. I have
an amendment that Sen. Stimatz has agreed to. (Exhibit #1)

With this we would not have such a wide variety of rates in the
plan. We would not have as much opposition to this bill if

this amendment is adopted.

TOM HARRISON, Blue Cross: During the last three years of un-
employment, Blue Cross has lost almost all of it's reserves.
There are administrative problems with this bill that will cost
money. The amendment takes much of the administrative nightmare
out of the bill by eliminating as many as 2,400 separate groups
and pinning that 150% cap to one group. The medical costs in
Montana are so high and we don't have any ability to control
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the rising costs. We want our subscribers to get the best
possible care they can.

SEN. STIMATZ, in closing, said he agrees with the written
amendment and urges the committee to adopt it. He said this
is the first step but it gives a little additional help to
someone who is layed off.

QUESTIONS:

REP. SCHULTZ: If a person goes from a group plan with good
benefits and goes to a lower plan they still are required

to take a medical examination. Randy Cline, Blue Cross: If
someone goes without coverage initially and they subsequently
decide they want health coverage, the normal situation is that
they have some pending medical care and in order to spread the
risk, we need to have that premium from the time that person
was eligible for coverage. Otherwise, it results in higher
premiums for the entire group because of the adverse selection
that takes place.

REP. FABREGA: Sen. Stimatz, why did you limit this bill and
exclude commercial? Sen. Stimatz: The commercial people are
taken care of in another section of the law. It could not
have been done neatly in one bill. They do need some of the
same treatment.

REP. METCALF: Under subsection 3 when the policy is converted
at the new rate of 150% of the old policy, the Senate put

the amendment that there should not be increases for 6 months.
That new rate should not go into effect for 6 months or no
additional rate increases during the 6 months? Sen. Stimatz:
No additional increases for the first 6 months. Tom Harrison:
The 150% would be the immediate premium and no additional
increase for 6 months. The individuals who are in the conver-
sion group are not raised on a selective basis. You might

get another raise but it would be because the entire group
went up.

PAUL VERDON: You talk about 150% raise - you only mean 50%?
Tom Harrison: Correct. 100% of the existing premium and a
50% increase.

REP. METCALF: Who will carry this bill on the House floor?
Rep. Pavlovich volunteered.

SENATE BILL 403

SEN. NORMAN, District 47, sponsor, opened by saying the Health
Department is charged with inspecting all food establishments,
hotels, motels, rooming houses, tourist campgrounds, and trailer
courts in the state. They depend on local health departments

to do most of these inspections. They are reimbursed from the
license fee the state receives. The fee has not been raised
since 1976 and this will allow it to go from $20 to $30 per
establishment.



BUSINESS & INDUSTRY COMMITTEE
MARCH 11, 1983
Page 3

PROPONENTS:

VERN STOLIN, Bureau Chief, Dept. of Health: I oversee inspections
through the 35 local health entities. In my budget there is an
appropriation of $119,418 for the purpose of reimbursing local
health departments for their participation in the inspection
process. There are 7,500 licenses issued every year. We pro
rate the amount to the health units on how many establishments
there are in their area. The $10 increase on each license is
much easier to administer on the state level. There will be
amendments introduced by local health departments that will
specify the amount of money coming in that will go back to them.
They are not necessarily getting out what they put into the
program.

JOAN MILES, Lewis & Clark County Health Dept.: We have approx-
imately 360 licensed establishments that need to be inspected
at least once a year. We have three inspectors and it takes
25% of our time. We spend $43 to $44 per licensed establish-
ment. Right now, the license fee is $20 and we get back $11. -
We support the $10 increase. It still won't pay for itself

but we will receive $25 instead of $11. The amendments we
offer specifies that 85% of the fees collected be returned

to the counties. (Exhibit #2) The Title should be amended too.

OPPONENTS: none
QUESTIONS:

REP. LYBECK: Counties have a hard time even with the $25

they get back. If it costs more to inspect, why shouldn't

we get the full cost back? Shouldn't we get the full $45?

Ms. Miles: $45 is our county. Mr. Stole: There is a great
variation in what they estimate their costs at - some are as
high as $130, some $90.

REP. KADAS: This fee is the license fee not the inspection fee?
Mr. Stole: 1It's to cover the costs of inspections, even if we
go in 12 times.

REP. METCALF: 1Is someone carrying this bill to the House?
Rep. Hansen volunteered.

SENATE BILL 325

SEN. MANNING, District 18, sponsor, opened by saying this bill
revises provisions of the Montana insurance law to include funds
invested in certificates of deposit of Montana financial insti-
tutions as "Montana Securities" to allow an insurer who has

half of his paid-in stock invested in Montana securities to
deduct from premium tax Montana taxes already paid during the
same year. With this bill, companies would invest their money
in Montana and create more jobs within the state. (Exhibit #3)
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PROPONENTS :

NORMA SEIFFERT, Chief Deputy, Montana Insurance Department:
We have thoroughly inspected the bill and the amendments and
feel it is entirely acceptable.

OPPONENTS: none

QUESTIONS:

REP. SCHULTZ: If it's only $9,500, how are you going to get
more jobs out of it? Rep. Metcalf: Right now $400,000 is
invested in a Minnesota firm and it would be invested in
Montana. Your fiscal note will explain it.

REP. METCALF: Who will carry this bill to the House?
Rep. Fabrega volunteered.

EXECUTIVE SESSION

SENATE BILL 325

REP. FABREGA: I move SENATE BILL 325 BE CONCURRED IN.
QUESTION: The motion carried unanimously.

SENATE BILL 382

REP. PAVLOVICH: I move the amendment.
QUESTION: Motion carried unanimously.

REP. ELLISON: I move SENATE BILL 382 BE CONCURRED IN AS
AMENDED.

QUESTION: Motion carried unanimousily.

SENATE BILL 403

REP. SCHULTZ: I am against a flat fee because I think the
ones that cause the most problems should pay the most.
REP. HANSEN: I am on the Board of Sanitation. We tried
to figure out some kind of individual inspection fee. I
think we will probably come back with a bill that will be
so much for restaurants and so much for campgrounds.
Missoula's cost $65 and they need the increase.

REP. METCALF: There is not a fee in this state that is
based on actual costs.

REP. ELLISON: I move the amendments.

QUESTION: Motion carried unanimously.

REP. FAGG: I move SENATE BILL 403 BE CONCURRED IN AS AMENDED.
QUESTION: The motion carried with Rep. Schultz voting no.

SENATE BILL 392

REP. FABREGA: I move SENATE BILL 392 BE CONCURRED IN.
QUESTION: Motion carried with Rep. Schultz & Ellison voting no.

SENATE BILL 249
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REP. FABREGA: It bothers me that the Dept. of Commerce should
publish a standard rate when they don't have a publication

that accurately reflects it. I would be much more comfortable
saying New York prime. Everyone can read the Wall Street Journal.
These are not regulated lenders...this is any private party.

Mr. Alke, Dept. of Commerce: They would be interested in the
Federal Treasury rate, not the prime rate in New York. The
Wall Street publishes every day the all-money rate.

REP. FABREGA: I move we reconsider our action on SB 249

because I don't think the Department should be bothered with
these things. We can take the department out of it altogether.
QUESTION: The motion carried unanimously.

REP. METCALF: Who will enforce this? Mr. Alke: The department
doesn't enforce private parties.

REP. METCALF: Paul Verdon and Rep. Fabrega will work out the
amendments for the committee's consideration.

The hearing adjourned at 10:00 a.m.

I Wk aY

REP. JERRY METCALF, Cﬁf}RMAN

Linda éalmer, Secretary
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We, your committee oN......ccceeveeeereeriernnnnee Emmﬁ&ﬁ&lmy .....................................................................
having had under consideration ........cc.cceecreerinncrecenneannne SEBEBRTE . Bill No. 325 .......
chird reading copy ( _blue )

color
A BILL POR AN ACT ﬁﬂl?&h‘!ﬁ AR ACT TO INCLUDE FUNDE INVESTED IN
CZRTIFICATES OF DEPOSIT I MCORTAZA PIZAMCIAL IHSTITDTIOHS IX THE
a:é?mmmm *HONTAYA SECURITIES™ POR PURPOSEES OF COMPUTING THE
TREMIUN TAX OM INSURERS: AMENDING SECTION 32-2-705, MCA.®

Respectfully report as follows: That

EHXARY BE CONGURRED IN

STATE PUB. CO. Chairman.

Helena, Mont.

COMMITTEE SECRETARY
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color

2 BILL FOR AH ACT ENTITLED: "AN ACT LIMITING THE AMOUNY XA EEALTE
SERVICE CORPORATION BAY CEARGE FOR A POLICY CONVERTED FROM A GROUP
FLAY: REJUIRING 69 45 ODAYS WOTICE OF ANY RATE INCREASE BY A HEALTID
SERVICE CORPORATION: AMENDING SECTIOH 33~32~-1007, HCAL"

SERATE 332
Respectfully report @s fOlOWS: That. ...t crera s receeessarsesssssaesssstesssssnssssesssasensnnersnns Bill No....cooeennneen,

8E AMENDZED AS POLLOWS:

1. Page 2, line 14
Strike: lines 14 and 15 through "P1AR" on lins 16

Insert: “"the insurer's highest group rate for z pollcy with
the sane benafits as the cooversion policy*

'AND AS AMENDED

XKRASS BE COHCURREZD IR

STATE PUB. CO.
Helena, Mont.

COMMITTEE SECRETARY
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third reading copy ( blue )

color
A BILL FPOR AN ACT ENTITLID: “AN ACT TO PREVIDE-SHAT~FHE
BEPARTHENT-OF -HEALTH-AND-ENVERCHNENTAL -SQFENEES ~HAY ~B¥-~RULE
ESTABLISH THE STATE LICENSE PEES POR POOD ESTABLISHMENTE, EOTELS,
MOTELS, AMD ROOHMING EOUSES, TOURIST CAMPGROUNDS, AND TRAILER

COURTS; AKENDING SECTIONS 50-50-205, 50-31-204, AND 59-52-202,
MCA."

Respectfully report as follows: That...u ettt Bill No......00
BE AMENDED AS POLIOWS:

EEEE TSR

STATE PUB. CO. JEBRY METCALF Chairman.

Helena, Mont.

COMMITTEE SECRETARY
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Paga 2 of 3
oh40?

i. 7itla,llise 8

Following: “CORETE;"

Inaexrt: “"PROVIDINCYFTOR A LOCAL ZOARD INSPECTION PUND,ACCOUNY WITHIN THE EARMARKED
REVENRGE FUHD; "

Pollowing: “50-50-205."

Insezrt: "50-50-305,"

. Pollowing: “50-51-204"

Strika: “AND®
Insert: "50~51-303,°

2. Ditle.llive 9
Following: ©50-32-201,%
Ingert: “AND 50-52-302,°

3. Page I, line 2

Pellowing: “"daposit:

Strike: “receipts® RS
Iagert: “85% of the fses collected in the sarmarked rovesus fund to tha c:oﬁit
of thallocal board ianspection fund account created by [section 4] and tha balance
of the faes”

4. Page 2, lines & and 9

Strixe: lizs 8 in ita entirety through "of" om line 9

Insarts “The department shall daposit 858 of tha fees collected in the earsmarked
revanua fund to the cradit of the local boaxd iaspection fund account created by
{saction 4) and the balance of ths fees in®

5, page 2, line 14

strike: “Fecs collected by the”
Inserts “The* -

Following: “shall®

Strike: “de”

o. Page 2, line 18
sStrike: “deposited®
Iasert: “deposit 85% of the foes collected in the carmarked tev-mn fundttotthe
credit of the local board inspection fund account craated byl{isection 4] and the
balance of the feas"

7. Page 2

Pollowing: 1line 15

Ingert: °““HEW SECTION. Section 4. local board inspection fund sstablished. Thare
is within ths osarmarked revenge fund a local board inzpection fund account.”

Section S. Saction 50-50-305, MWCA, iz amended to raad:

“S50=50-305. Department to pay local hoardffor inspections. (1) Before June3ld

of each year, the department zhall pay to & local bhosrd of bDealth, as established
under 50-2-104, 50~-2-106, ox so-z-mv. an amomnt trc- my-w&-!n‘wh&on

Chairman.

STATE PUB. CO.
Helena, Mont.
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S8 403 B .
I -~ 3 3 1933

vhich is for the purpose of inaspscting astablishments licensod under this chapter;
provided, however,tthat there is a functioning local Lboard of hsalth and that the
1vcal beard of health, local health offfcers, and aanitariansasssist in the enforce-
ment of the provizions of this chapter and the rules adopted undar it.

{2} Tho funds received by the local board of health shall be dsposited with
the appropriate local fiscal awthority and shall be in addition to the fuads
appropriated under 359-2-108 ithrough 50-2-114.%

Bwtiw 6. Saction 50"51"393; m' .in anendad to raad:s

*50-51~303. Department to pay local board {or inspacticna. (1) Before
- Juna 30 of ecach yesar, the departmsnt shall pay to a lockl board of health, as ce-
tablished under 50-2~104, 50-2-106, ar 50-2-107, an amount f{rom any-genszal-fund
apprepriastion-vo~-the-departmant ths local board inspsction fund created by
{saction 4] which iz for the purpose of inspeeting sstakblizhments licensed under
ERiG chapter; provided, however, that there is a functioning local board of hoalth
and the local board of haalth, local health officers, and sanitarians assist in
tha enforcement of the provisions of this chapter amd ths rules adopted under it.

{2} 'The funds rzceived by the local boaxd of health shall be deposited with
the appropriate local fiscal authoricy and shall be in addition to the fonds
appropriated under 50-2~108 through 50-2-114.*

Zection 7. Secticn 30-51-303, MCA, is amended to xead:

*50~52~302. Department to pay local board for inspection.

{1) Bafors Juns 30 of cach year, the dopartasnt zkall pay te a local Hoard
of health, as established undur 50-2-104, 50-2-106, or 50~-2~107, an asount from
any-ganerai-fund-apprepriation-te-ths-daparemene the local bhoard inspection fund
craatad by {[section 4] which isffor ths purpose of 3 inspeacting gsiablizhments
licended undaer this chapter; provided, howaver, that thare fs a fusncticning local
boaxrd of health and that the loccal board of healik, local health officars, and sanis=
tarians azsist ian the enforcement of the provisions of this chapter and tha
rules adopted under it.

{2) %ha fands received by the local board of health shall be deposited
‘with the appropriate local fiscal authority and shall be in additioa to the funds
appropriated under 50-2-158 through 56-2-114."

HEW SECTIONW. Section 8. Codificacicon instruction. GSection 4 iz iatended to
be ccditied as an intagral part of Titls 50, Chapter 2.

irman.
STATE PUB. CO. Chairma

Helena, Mont.
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color

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE AND
CLARIFY TEE LICENSIRG LAWS FOR CERTIFIED PUBLIC ACCOUNTAHNTS
AL LICDNSED PUBLIC ACCOUNTANTS; TO BROADEN TEX BOARD OF

- ACCOUNTARTS MANDATORY RULEMAXING ADTHORITY; TO ALLOW THE
BOARD 70 REQUIRE ACCOUNTIHNG EXPERIENCE AS A PREREQUISITE T0O
RECCIVING A PERMIT: GRANTING THE BOARD AUTEORYTY TO ABSESS
IRVESTIGATIVE CQSTS: TROVIDIRG FOR EXCEPTIONS TO PRIVILEGED
COMMUNICATIONS; AXD PROVIDING A PERALYY; AMENDIRG SECTIONS
37-30-162, 37-50-201, 37-50-203, 237-50-301,TEROUGR 37-50-303,
37~-50-305, 37-59-~308, 37-50-311, 37-50~-312, 37-50-314,

37-88~316, 137-50-321, 37*50-322, 37-50-333 THEROUGH 37-30-335,
37-30~342, A¥D 37-50-402, HCA

SERATE 392
Respectfully report as fOllows: That.......ccceiiieieciiieiner et s s s seer e san e s ss e s ss s ae s s snsanssaes Bill No..cocovveeereenenn.
XBBPAEX BE COHCURRED IH
AT nU. co. JERXY! ............ Lr ..................... G
Helena, Mont.

 COMMITTEE SECRETARY
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AMENDMENTS TO SB # 382

Page 2, line 14

Strike all of lines 14, 15 and 16.

Insert:

""the insurer's highest group rate for a policy with
the same benefits as the conversion policy."
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PROPOSED AMENDMENTS TO SENATE BILL NO. 403:

1. Title, line 9.

Following: "MCA"

Insert: ".: AND PROVIDING FOR AN ACCOUNT WITHIN THE EARMARKED
REVENUE FUND"

2. Page 2, line 2.

Following: "deposit"
Strike: "receipts"
Insert: "85% of the fees collected in the earmarked revenue fund

to the credit of the local board inspection fund account
created by [section 4], and the balance of the fees”

3. Page 2, lines 8 and 9.

Strike: line 8 in its entirety through "of" on line 9

Insert: "It shall deposit 85% of the fees collected in the earmarked
revenue fund to the credit of the local board inspection fund
account created by [section 4], and the balance of the fees in"

4. Page 2, line 14.

Strike: "Fees collectedby the"
Insert: "The'

Following: "shall"

Strike: "be"

5. Page 2, line 15.

Strike: "deposited"

Insert: "85% of the fees collected in the earmarked revenue fund to
the credit of the local board inspection fund account created
by [section 4], and the balance of the fees"

6. Page 2.

Following: 1line 15

Insert: "NEW SECTION. Section 4. Account established. There is
within the earmarked revenue fund a local board inspection fund
account. » :

Section 5. Section 50-50-305, MCA, is amended to read:

'50~-50-305. Department to pay local board for inspections.
(1) Before June 30 of each year, the department shall pay to
a local board of health, as established under 50-2-104, 50-2-106,
or 50-2-107, an amount from any-generait-fund-apprepriatien-—te
the-department the local board inspection fund account created
by [section 4] which is for the purpose of inspecting estab-
lishments licensed under this chapter; provided, however, that
there is a functioning local board of health and that the
local board of health, local health officers, and sanitarians
assist in the enforcement of the provisions of this chapter
and the rules adopted under it. ~

(2) The funds received by the local board of health shall
be deposited with the appropriate local fiscal authority and
shall be in addition to the funds appropriated under 50-2-108
through 50-2~114."




Section 6. Section 50-51-303, MCA, is amended to read:
'50-51-303. Department to pay local board for in-
spections. (1) Before June 30 of each year, the department
shall pay to a local board of health, as established under
50-2-104, 50-2-106, or 50-2-107, an amount from any-gererat
fund-apprepriatien—te-the-department the local board inspec-
tion fund created by [section 4] which is for the purpose of

inspecting establishments licensed under this chapter; provided,

however, that there is a functioning local board of health
and the local board of health, local health officers, and
sanitarians assist in the enforcement of the provisions of
this chapter and the rules adopted under it.

(2) The funds received by the local board of health shall

be deposited with the appropriate local fiscal authority and
shall be in addition to the funds appropriated under 50-2-108
through 50-2-114."

Section 7. Section 50-52-302, MCA, is amended to read:

'50-52-302. Department to pay local board for inspection.

(1) Before June 30 of each year, the department shall

pay to a local board of health, as established under 50-2-104,
50-2-106, or 50-2-107, an amount from ary-generat-fund-appre-

priatien-rte~the-department the local board inspection fund
created by [section 4] which is for the purpose of inspecting

establishments licensed under this chapter; provided, however,

that there is a functioning local board of health and that
the local board of health, local health officers, and sani-
tarians assist in the enforcement of the provisions of this
chapter and the rules adopted under it.

(2) The funds received by the local board of health

shall be deposited with the appropriate local fiscal authority

and shall be in addition to the funds appropriated under
50-2-108 through 50-2-114.'"
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E. V.“SONNY” OMHOLT
STATE AUDITOR

COMMISSIONER OF INSURANCE
SECURITIES COMMISSIONER
CENTRAL PAYROLL SYSTEM

HELENA,MONTANA 59604
February 15, 1983

TO: SENATOR DICK MANNING, District 18
FROM: TERRY MEAGHER

RE: SB. 325 - to expand the definition of 'MONTANA SECURITIES"
by amending Sec. 33-2-705(3-b), MCA

This memo is in response to your request for further information on the effect
of this legislation.

Currently the definition of "Montana Securities" includes only the following:

General obligations of the State of Montana.

General obligations of Montana political subdivisions.

Mortgage loans secured by a first lien upon real estate located in MT.
Real estate located in Montana owned by the insurer.

EE VS RN CI ]

On p.4, lines 12 through 15, SB 325 proposes to add one:additional item to the
above four items currently defined, as follows:

5. Certificates of deposit invested in a bank or building and loan assoc-—
iation located in Montana and whose deposits are insured by an agency of
the United States.

This definition of "Montana Securities'" is tied to the payment of premium taxes in the
Insurance Code. Section 33-2-705, MCA provides for two alternative methods of cal-
culating premium taxes due from insurance companies. Both methods include a refer-
ence to "Montana Securities'. Domestic insurers (one incorporated under the laws of
Montana) may choose either method that may be more beneficial and foreign insurers

(one incorporated under the laws of another state) are subject only to Sec. 33-2-705
(2-b-1ii), MGA.

The first method (only available to domestics) provides for a decreasing premium tax
rate as the percentage of total investment in "Montana Securities" increases.

THE INSURANCE AND SECURITIES DEPARTMENTS WERE CREATED FOR THE PROTECTION OF
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Senator Dick lManning
"MONTANA SECURITIES"

il

A

The second method provides that if an insurer has an amount not less than 507 of its 4
paid-in-capital invested in "Montana Securities'" then it is allowed to deduct (as a Nﬁs
tax credit) whatever tax it may have already paid to the State of Montana and its
political subdivisions from the premium tax otherwise due for that year. The only
other type of tax that an insurer is subject to for this purpose 1is the tax on real
and tangible personal property located in this state.

e

It seems that the underlying reasoning behind all of the above law as it currently
stands is to encourage insurers to invest their funds within Montana or to make funds
available for Montana residents to invest therein by giving them a tax break incen-
tive. It would seem that to include certificates of deposit issued by financial
institutions located within Montana would be consistent with the prior reasoning.
This would help create a healthier climate for insurers to operate which in turn im~- %

1
i

proves lMontana's economy by creating jobs, and increasing the funds available for
investments in Montana Securities. Encouraging the insurance industry may be more
desirable than others because it doesn't polute or cause other environmental problems.

e

In my opinion, the proposed legislation would only decrease annual general fund revenue
collections by approximately $9,500. After reviewing last year's tax records, SB 325
should only affect one company which has to be a domestic insurer. They currently are §
so small that it takes a major portion cof their assets to meet the custodial deposit i
requirements in another section of the Insurance Code. Those requirements are must more
conservative regarding types of securities eligible for deposit. These include cash

or certificates of deposit and U.S5. or State bonds. It does not include mortgages or
real estate. If the definition of "Montana Securities" was expanded to include '"Montana
Certificates of Deposit," then this small domestic could meet the eligibility require-
ments of both the deposit section and the tax section to allow them at least some of ‘
the tax break. i‘ﬁ

There are eight domestics in Montana. The two largest pay no premium tax due to the o
tax credit offset provision. The domestic that could be affected by S.B. 325 now pays %
the largest amount of premium tax ($51,959 for 1981) of any domestic. They currently
have $400,000 in C.D.'s on deposit with the Insurance Department. If these were eli~-
gible under the definition of "Montana Securities', this company's tax rate would be
2%7% instead of 2-3/4%. That % of 1% difference times $1,889,420 taxable premium equals
the $9,447 reduction in annual general fund revenue collections.

'

The tax treatment used by all eight domestic insurers is as follows:

company - reduced tax rate provision
company ~ reinsures only and not taxable
company - not eligible for any tax incentive
(this is the company used in the above
example that would benefit from SB. 325 and
now pays $51,959 per year at the full 2-3/4% rate).

company ~ tax credit offset provision ’

— = =N
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L STATE OF RIONTANA o —
| REQUEST 0. 273 T3~

: " FISCAL NOTE ‘

im{l’f;
. . Form ED-15
S -

~ In compliance with a wiritten request received _.._._Z_.,.{:_;é L, 19 8 3 thea is hoceny  Lbmitted a Fiscal Mozte
for _5: Bz \3' S pursuant o Title 5, Chapser 3, Part 2 of the Montana Code Annctated (MCA),

%

. Background information used in develuping this Fiscz! Note is avaitabie from the Office of Budgat and Progrom Planning, 10 members

myof the Legislature upon requast.

DESCRIPTION OF PROPOSED LEGISLATIOW:

Senate Bill 325 revises the definition of "Montana Securities" to

-include funds invested in certificates of deposits in Montana

financial institutions for the purposes of computing tho premium tax ;
on insurers.

ASSUMPTIONS:

N

1. Assume that 1 domestic insurer would move its SAO0,00o‘certificate
from Minnesota to Montana.

2. Assume that no foreign insurers would make any move of deposits.

FI(‘{‘?\I TMTYA M.
WA EAL] Arak SR L e

. FY 84 . FY 85
General Fund (2,5006)  (5,500)
Met Decrease in Revenue $9,500  $9,500

COMMENTS :

The differential could increase slightly bu* would not cause a net
smaller income in ensuing years.

Passage of this act should have a beneficial effect on the home arca
of the insurer.

BUDGET DIRECTO#

Oftice of Budget and Program Planning

Date: _.
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