MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

April 10, 1985

The sixty-seventh meeting of the Senate Taxation Committee was called T
to order by Chairman Thomas E. Towe at 8:04 am in Room 413-415 of the
State Capitol.

ROLL CALL: All members of the committee were present.
Senator Towe explained that while the committee had given leave to
hold the report on HB 704, he wanted to return the bill to the com-

mittee to work out problems with the amendments.

MOTION: Senator Brown moved that the committee reconsider jits action
in concurring with HB 704.

Senator McCallum said that he did not want to bill returned to com-
mittee to be killed. Chairman Towe gave his solemn promise that
he did not want to kill, but to amend the bill.

The motion carried unanimously.

Chairman Towe said that with respect to the number of people gathered
for the morning hearings the committee would reconvene immediately

in the 01d Supreme Court Chambers and the committee resumed its meeting
in that room.

CONSIDERATION OF HB 430: Representative Dorothy Bradley, House Dis-
trict 79, was recognized as chief sponsor of the bill. She provided
the committee with Exhibit 1, an article from Montana Magazine on
the genetics program at Shodair Hospital; and with Exhibits 2 and 3
which deal with the funding mechanism added to the bill in the House.
Representative Bradley said that much of the discussion would relate
to the funding mechanism and wanted to the committee to know that
while it was not in the original bill, adequate hearing was noticed
in the House. The funding mechanism would be to add a 50 cent per
person per year charge to health insurance to be used to budget the
genetics program at Shodair Hospital. She said that the bill takes
the preventative medical approach and that it would help to keep
health care costs down for all those participating in the funding.
She said the fiscal note states that there is no administrative cost
to the state.

PROPONENTS

Dr. John Opitz, medical director of the genetics program, submitted
written testimony in support of the bill (Exhibit 4).

Dr. Jeff Strickler, Montana Academy of Pediatrics, submitted his
testimony in writing (Exhibit 5).

Mr. Chad Smith, a member of the Board of Trustees of Shodair Hospital,
discussed the costs and budget of the program (Exhibit 6). He provided
the committee with the Source Book (Exhibit 7) on health insurance
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which contains recent data related to the funding mechanisms and
how much revenue would be generated. He explained the problems
with the fiscal note figures which were not based on reliable
information. He told the committee that there is no question that
adequate funding is contained in the bill. He said that the bill
received full bipartisan support in the House and that Shodair would
continue to do all it could. Exhibit 8 showed the statutes that
require health insurance companies to care for defectively born
children. Exhibits 9 and 10 were copies of statutes and regqula-
tions concerning the reporting of insurance companies to the state
auditor's office.

Ms. Joan Fitzgerald, genetics counselor at Shodair, submitted her
testimony in writing (Exhibit 11).

Ms. Susan Capdeville, a consumer, discussed help she had been given
in genetics counselling by the program.

Mr. Brooks Morin said that after having a birth defective child in
1979 he learned the importance of genetic counselling. He said
that they had to leave the state at that time to get the help they
needed because this kind of unit was not available. He said that
with counselling from the program, they have had two healthy child-
ren.

Ms. Mary McWhorter, a consumer, discussed her experience having a
Down's syndrome child. She said that within an hour of her child's
birth they were with her and helping with information and concern.
She said acceptance of that child began at the moment of its birth
because of the help they received. She discussed the "lifetime
chronic sorrow" syndrome of parents who are not able to make a

good adjustment to these problems. In contrast she said, "Our
acceptance of our child began immediately."

Ms. Judy Olson, Montana Nurses Association, supported the bill based
on its cost and human benefits.

Mr. Bill Leary, President of the Montana Hospital Association, said
that the industry supports this bill.

Mr. Ed McHugh, Vice President of the Board of Trustees of Shodair
Hospital, said that they will continue to act as the safety net for
this excellent program.

Dr. Kenneth Eden, a Helena medical doctor, said that he sees in his
practice the end result of the lack of services. He said this is
not a high tech appeal program, it is a program that makes more
sense than that.

OPPONENTS

Senator Bill Norman, Missoula, said that he mildly opposes the bill.
He said that in the face of rising health care costs the insured
should not be asked to pay for prevention. He said that all the
proponents would benefit from the service and that is why they are
supporting the bill. He said that Montana should not fund the
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program in this way.

Mr. John Alke, representing Montana Physicians Service and Blue
Shield, submitted his opposing testimony in writing. He concluded
saying that HB 430 should be passed without the House amendments
or referred to the Rules Committee. His testimony is in Exhibit 12.

Mr. Elmer Hausken, Montana Association of Life Underwriters, said
they oppose the bill based on double taxation. He submitted his
testimony in writing (Exhibit 13).

Mr. Bruce Lobel, representing the American Council of Life Insurance
and the Health Insurance Association of America, submitted his testi-
mony in writing (Exhibit 14).

Mr. Steve Brown, representing Blue Cross of Montana, said that they
also object to the tax provision in this appropriations bill. He
said this would result in significant increase in health care cost.
He said that the idea of taxing health insurance could not be limited
to this if this bill passed. He said that there have been two other
bills which have passed with mandatory health insurance provisions.
"How many straws can the camel carry?" he said. He said that if the
taxation provision were amended out of the bill he would lobby for
its passage.

Mr., Stan Ray, Montana Right to Life Association, said that this bill
is an abortion promotion bill. He called amniocentisis a "search

and destroy mission". He said that the test itself has a small but
significant danger to mother and child. He said that the Department
of Health and Environmental Sciences has a miserable track record

on abortion and this would give them another blank check. He said
they should be further restricted. He said that genetics counselling
should take place before conception. He suggested to the committee
that if the money was raised it should be used for programs for the
developmentally disabled.

Questions from the committee were entertained.

Senator Mazurek asked the insurance company representatives, "How
long have you known about the amendment in this bill? Mr. Alke
responded that he knew about it on February 12, the day before the
House hearing on the bill. Senator Towe repeated, "Did you know
before the House hearing?" Mr. Alke said, yes, but said that this
is not a unicameral legislature.

Senator Goodover asked if dollars were available from other insurance
tax. The State Auditor's office said that all that money went into
the general fund.

Representative Bradley closed saying that the committee should not
loose site of the fact that the bill asks for 50 cents per year, per
person. She said it is schizophrenic of the insurance companies to
say they want the program, but don't want to pay for it. She said
that the original purpose of the bill has not changed and that she
felt it was important that any bill have a fair hearing and she felt
this bill had more opportunity for hearing in the House than is nor-

il
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mally accorded. She said this a fair spread of a very small fee.

Representative Bradley continued saying that Senator Norman was in-
correct in thinking that this had been put in the bill as a last
minute attempt to save it from competition with other cat and dog
appropriation bills. She said that the dollars will go directly
into the general fund and that in two years the Legislature can
examine what has happened. She said the people who will pay for
this bill are the same ones who will pay if the preventative service
is not provided. She said that the cost for a child in the Boulder
River School and Hospital is about $67,000 per year.

She said that she would conclude by stressing the human benefit
of the program. She asked the committee to read the provided
magazine article.

Chairman Towe closed the hearing on HB 430. He said that the com-
mittee had been invited to Shodair on Monday evening to look at the
program and did have dinner in their cafeteria.

CONSIDERATION OF HB 870: Representative Dave Brown, House District
72, said that this bill replaces the full funding of the local govern-
ment block program which is facing a shortfall of some $7 million.

He proposed the amendments in Exhibit 15 sayving that they would allow
this full amount that was taken when the House killed the three cent
gasoline tax increase. He said that federal royalty payments are

no longer included in the block grant program.

PROPONENTS

Mr. Gordon Morris, Montana Association of Counties, said that Exhibit
16 shows the shortfall. He cited the amount that various counties
would have to increase millage to make this up if the bill did not
pass. Exhibit 17 shows how much the increase will affect motor ve-
hicle fees. He said that owning and operating a vehicle will still
be competative with neighboring states. He concluded saying that

on behalf of all 56 counties and all taxing jurisdictions in those
counties he asks for consideration of this bill.

Mr. Dennis Burr, Montana Taxpayers Association, said that this bill
is intended to fund areas where problems occur because of previous
legislative action. He said the motor vehicle fee is uniform and
people will realize they are paying it and what it is for.

Mr. Greg Jackson, Urban Cocalition, said that HB 870 is one of their
highest priorities in maintaining the block grant program.

Ms. Kay Foster, President of the Montana League of Cities and Towns
and city councilwoman from Billings, said that they are not asking
for all of the tax money lost previously, but are asking that the
Legislature honor its commitment.

Mr. Don Peoples, Cheif Executive of Butte/Silver Bow, said that

they are a proponent of the bill with its amendments. He said that
there is a crisis and that proposed domestic cuts push local govern-
ments to the wall. He said the Legislature has made a commitment
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full funding of the block grant program.

Mr. Phil Campbell, representing the Montana Education Association,
said that they are concerned about the burden at the local level
which is affecting the ability of school districts to pass levies.

Mr. Jim Wysocki, city manager for Bozeman, said that they have
reached the limit with their funding sources and this bill needs
to pass.

Mr. Jay Jelinski, Gallatin County Commissioner, said that the bill
is needed, and asked the Legislature to return the dollars that
local government needs.

Mr. Bill Verwolf, City of Helena, said that this fund replacement
program is a strong legislative priority.

Mr. Alex Hansen, Montana League of Cities and Towns, said that in
1981 the Legislature converted to the flat fee system and promised
to make up the losses that would occur. He said that this bill is
a method for the state to honor replacement formulas. He said the
program is now $7 million short. He said the only way for local
governments to make it is to cut services or increase property
taxes. He said that without this bill there is a serious emergency
in local government funding. He said that there is no general fund
impact. He concluded saying that the cost comes from those who can
afford to pay.

OPPONENTS

Mr. Tom Harrison, Montana Auto Dealers Association, said that the

ad valorum tax was removed because of an outcry at vehicle cost. The
so called equalization and fairness theory is illusory. He said that
the proponents support the bill because it is a tax on someone else's
source of monev. He said that the severance tax can also create

a windfall for local governments and that is the chance that was
taken when the funding source was tied to local governments. He

said that there is no commitment made hy one session of Legislature
binding on the next. He said that the bill and the amendments must
be rejected.

Mr. Jim Manion, Montana Automobile Association, said that his mem-~
bership opposed the bill.

Mr. George Allen, Montana Retail Association, said there is also a
shortfall in agriculture, in main street business and other areas of
the economy. He noted that this increased fee would also affect

the low income folks.

Questions from the committee were called for.

Senator Towe asked if the supporters of this bill opposed the
reduction in the oil severance tax. Representative Brown said
that was a supportable move in view of low oil prices. Mr. Hansen
said that MLCT testified against it in 1983, but had been silent
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on that issue this season.

Senator Goodover asked if the gambling bill would give the necessary
$7 million as 75 percent of that income would be dedicated to local
governments. Representative Brown said that cannot be determined
and this bill must pass. He pointed out to the committee that the
bill has a sunset provision which would make it automatically scru-
tinized by the next session.

Senator Towe asked how the additional fees would be administered.
Representative Brown said that inflation was not a factor because
of the sunset provision. He said that if there were a spill over
of additional money it would go into the general services account
for local government. He said the bill has been figured to come as
close as possible to the amount needed.

Representative Brown closed saying that he was surprised at opposi-
tion from the Montana Retail Association. He said that the auto-
mobile groups lack credibility, in that if one can afford a car,
one can also afford the increased fee. He said that he had no ob-
jection to the sunset provision but he no longer felt it was nec-
essary and it could be amended out.

CONSIDERATION OF HB 901: Chairman Towe noted that this bill had
already been heard by another committee of the Senate and that it
had come before the Taxation Committee in order that certain ques-
tions might be addressed.

Representative Dave Brown was recognized as chief sponsor of the bill.
He said that the bill would help to attract an MHD retrofit project
to Billings. He said that it does not eliminate taxes, but does

not require them to pay the one percent upfront cost. He submitted
Exhibit 18 to the committee.

PROPONENTS

Mr. Jack Sherick, President of MSE, Inc., said that the federal
research programs would provide jobs and cosnume services for five
to twenty yvears of benefit to the local community. He said that
far outweighed the need for this tax. He said that in competition
with others they want Montana's proposal to be the most favorable.
He said that the plant in Butte has employed about 150 full-time
people annually. He said that amounts to about $60 million into
the Butte area and the state. He said that far outweighs the gua-
rantee of the fee.

OPPONENTS

Mr. Dan Bucks, Deputy Director of the Department of Revenue, said
they have no quarrel with the desire to secure the feceral research
facility. He said they do question the practical nature of this
method. He said that the state of Montana took to the Supreme

Court the right to levy this tax and that the Supreme Court declined
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to overturn it. He said that if this bill passes the underpinning
of that case may be gone. He said that the Department of Energy
has chosen to defy the withholding taxes and has encouraged con-
tractors also to avoid taxation. He said that in a case currently
being litigated a contractor owns a tax bill of some $300,000. He
said this bill will encourage that kind of attitude. He said that
it will establish the precendent that contractors do not have to
pay these taxes. He said there are currently no exemptions from
this law and that the tax has been upheld in court because it
applies equally to all. He said this bill could lead to an unravel-
ling of that. 1In conclusion he said that the tax has worked well
in providing a bond, that Montana contractors would not be able to
bid competitively against out-of-state contractors who could avoid
taxation and that the status quo provides a level playing field.

Mr. Bill Olson, representing the Montana Contractors Association
said three things: 1) that the billis discriminatory by application
only to a certain kind of facility, 2) that the bill would set a
precendent to exempt others as well, and 3) that the fiscal note
indicates a reduction in state revenue.

Questions from the committee were called for.

Senator Towe asked Representative Brown to respond to the points
raised by the opponents of the bill. He said that the bill would
have no effect whatsoever on court cases. He said that the failure
of the bill to pass would keep the federal facility out of Montana.
He said that a precedent would not be established and extended by
passage of the bill. He said that no state contractor has the capa-
bility to build this kind of facility anyway.

Senator Towe asked if the bill applied to the continuous operation

or only to the construction. Representative Brown said it was inten-
ded to cover only construction of this one facility. Senator Towe
asked how this would be different from other government projects.
Representative Brown responded that it was different because it

dealt with research buildings. Senator Towe asked if it was the
intent of the bill to exclude other taxes as well. Representataive
Brown said that, no, it does not affect revenue and all taxes would
be paid. Senator Towe asked of the Department of Energy would object
to a bonding requirement. Mr. Sherick and Representative Brown
agreed to look into the matter.

Senator Hirsch asked if the bill would affect the livestock experi~
ment station in Miles City. Mr. Bucks felt that it might. Mr.
Brown salid smaller costs were exempt. Senator Hirsch said that
they recently put in a $300,000 irrigation project.

Representative Brown closed saying that it was not a revenue bill
and should not be in the Taxation Committee. He said that it will
affect only one project and the bill should be passed.

Chairman Towe adjourned the committee at 10:55 am.
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Cracking th

Helena’s Shodair Hospital enjoys a
reputation far larger than some Mon-
tanans may realize. Its Department of
Medical Genetics, under the direc-
tion of Dr. John Opitz, has developed
a program recognized world-wide,
while offering services to some 400
Montana families. Part of the pro-
gram's thrust is to educate the state’s
residents to the real and potential
dangers of having birth defective
children.

Although the staff is frustrated at
the discrepancy between the number
of patients they are able to see and
those who need genetic guidance, the
range of services offered is remark-
able.

About 20 families make the trip to
Helena each month because of a phy-
sician preference, or because they feel
their need is too urgent to wait for
one of the outreach clinics held at
intervals during the year. Twenty-
nine clinics were held in five Mon-
tana towns during 1984. The
Department began the outreach pro-
gram because staff feel that in a state
like Montana, where distances
between towns are forbidding, it is
their duty to take the services to the

Inherent
Risks

Helena’s renowned

genetics staff

by Chris McGonigle

people. Most families seen at the hos-
pital or in the outreach clinics are
Montana residents who already have
a birth defective child. They come
secking a diagnosis as to the child’s
specific defect or condition. What is
the name forit? What caused it? And,
most pressing of all, what does the
future hold, for this child, as well as
for their unborn children?

John Stuart® is tall, with boyish
features and thick dark hair. His wife
Sally is small and blond, a ready
talker, with a quick sense of humor.
No one, certainly not the Stuarts
themselves, suspected the months of
agony that awaited them at the birth
of their first child. Because of her
small pelvis. Sally was scheduled fora
caesarean, but John was allowed to
be present in the operating room as
they lifted his son into the world. He
looked perfect to both his parents,
Only after a nurse had wiped his body

*Patient names have been
changed.

e birth defect code

Exhibit 1 —-— HB 430
April 10, 1985

of vernix, the cheesy substance that
protects the newborn’s skin in the
womb, did she notice the opening,
about the size of a thumbnail, at the
base of his spine. For the first time,
she realized that the baby's skull,
instead of being evenly rounded,
showed a trough-like depression that
extended from his forehead the
length of his skull. Alarmed, she
called to the doctor,who hurried over
to the incubator. To him, there was
no doubt that the Stuarts’ baby was
the victim of one of the cruelest of all
birth defects: spina bifida.

Opitz was initially optimistic about
the Stuart baby's chances, as were
the doctors at Children's Orthopedic
Hospital in Seattle. The baby, whom
the Stuarts decided to name Richard,
after Sally's father, seemed to have
little of the paralysis that affects all
spina bifida babies to some degree.
Early in fetal life, the spinal cord and
brain are formed as a tube-like struc-
ture. As the fetus grows, the tube is
covered with skin, as one would close
a zipper. Depending on where the
“zipper” gaps open. nerves are
exposed and fail to grow properly. If
the spinal opening had been his only

. R 52



sefect. Richard Spina bifida is one of

efect, Ric Stuart might have lab. The Board agreed, and Opitz
grown iInto a healthy child. Unfortu- the most severe in a arrived in 1979.

nately, his problems were more range Of bundreds Of Shodair was able to establish the g
extensive and more lethal than department with federal monies

irregularities that can

anyone could foresee.
be as mild as color

under the Maternaland Child Hea"'"fgt
Four months later, the Stuarts had '

Program and several other graryggy

to face the fact that their baby was
dying. He was increasingly plagued
by respiratory problems arising from
pressure inside his skull, pressure
that five operations had failed to
relieve. A meeting was held at Sho-
dair, with Dr. Opitz, the Stuarts and
their family doctor, who had deliv-

ered the baby. All agreed that pro- -

blindness or an extra
Jinger.

assumed that was the cause of the
defect. Now, however, it seemed pos-
sible that a genetic tendency to spina
bifida ran in Sally’s family.

Left to right: Sandy Phillips, cytogenetics technologist; Dr. Art Daniel, cytogenetics
laboratory director; and Linda Ekblom, cytogienetics technologist at Shodair.
Preceding page: Dr. James Reynolds counsels patients.

longing Richard’s suffering seemed
pointless in the face of such over-
- whelming defects. Richard’s nurses
were instructed not to revive him if
he went into respiratory arrest. That
night, John rocked his son in his
arms as the baby slipped peacefully
from life.

Dr. Opitz told the Stuarts that
spina bifida is a “multifactorial”
birth defect. A couple may have inher-
ited a genetic tendency toward the
defect, but other elements combine to
cause it to occur. Sally had been ill
with a severe bout of flu soon after
Richard’'s conception. Certain vir-
uses are known to cause birth
defects, but it was impossible to con-
cludelater if Sally's flu had conspired
in Richard's tragedy. She also
recalled taking the anti-nausea drug
Bendectin, whose manufacturer has
been successfully sued over the
drug’s causing birth defects. Dr.
Opitz theorized that any or all of
these factors had played a role in
Richard’s birth defect. More telling,
to him, was Sally's revelation that 10
years earlier her older sister had
delivered a spina bifida baby which
had died shortly afterbirth. Since her
sister had contracted German mea-
sles early in the pregnancy. the family
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Spina bifida is one of the most
severe in a range of hundreds of
frregularities that can be as mild as

. color blindness or an extra finger.

The March of Dimes warns that no
one is immune to genetic disease;
each of us carries five to 10 genes
that can cause inherited birth
defects in our off-spring.

Shodair's Department of Medical
Genetics plays akeyrole in educating
parents to these risks.

This department had its begin-
nings when the Boulder River Hospi-
tal was deinstitutionalized in 1976.

. The Board .of Trustees at Shodair

asked Dr. Philip Pallister, head of
Boulder's genetics program, to estab-
lish a similar program in Helena. For
three years, the unit consisted solely
of Pallister, who set up asmalllab and
provided clinical services. When the
time drew near for Pallister's retire-
ment, he suggested a long-time
friend and associate, Dr. John Opitz,
as his replacement (see accompany-
ing article). Opitz, who taught genet-
ics and pediatrics at the University of
Wisconsin in Madison, agreed to
come to Montana if Shodair would
commit to expanding the depart-
ment to include a library and coun-
seling services, as well as an enlarged
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The department’s total grant funding |
over the past five years amounts to -

more than $1 million. Funding for
genetic programs became more
widely available during the 1970s,
due to growing awareness of the sub-
stantial role played by heredity in
producing illness. Federal laws such
as the Natfonal Sickle Cell Anemia
Act of 1972 and the Genetic Diseases
Act of 1976 are evidence of this trend.
According to the March of Dimes, the
U.S. had fewer than 10 centers pro-
viding comprehensive genetic serv-
ices at the beginning of the '70s.
Today. there are more than 100.

As planned, Opitz organized the
department into three sections: the
lab, the Iibrary, and the clinical serv-
ices. The department employs two
physicians with training in genetics,
Opitz and Dr. James Reynolds, who
perform counseling duties as well as
labwork. Dr. ArthurDaniel,a Ph.D.in
cytogenetics, (the study of heredity
and cell biology), heads the lab. The

library is run by Suzy Holt, who holds .

an M.A. degree in library science.
Joan FitzGerald has an M.S. in
genetic counseling, and acts as clini
coordinator. The small group {
unusually well-educated and well-
trained for a sparsely populated state
like Montana. In Opitz's opinion,
Montanans owe a great debt of grati-
tude to Phil Pallister, who provided
them 20 years of genetic services well
before the importance of such pro-
grams was widely recognized. Cer-
tainly, Pallister deserves thanks for
bringing Opitz, who has an interna-
tional reputation as a geneticist, to
Montana.

While birth defective children and
their parents are the most frequent
beneficiaries of Shodair's program,
would-be parents are the second
most-likely group to seek its services.
Occasionally, the reason a couple is
suffering repeated miscarriages and
difficulty conceiving is that a genetic
abnormality exists in either or both
parents. By analyzing fetuses lost
through miscarriage, doctors are
able to eliminate genetic defects as
the cause of infertility, or to analyze
the degree and kind of the abnormal-
ity.

Opitz mentionsa third group seek-
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ing counsel at Shodair: Increasing, i

numbers of women want “prenatal’
diagnosis. With the development of
procedures such as amniocentesis, it
is possible to detect more than 200
disorders that affect the unborn
baby, and the list is growing. In this

R



procedure, a hollow needle is inserted
into the woman's womb, and amnio-
tic fluid is withdrawn. The growing
fetus constantly sheds cells into the
fluid, and by examining these cells,
doctors can get an idea of the fetus's
health. The procedure is done at the
offices of certain physicians in Hel-
ena and around the state, who send
fluid samples to Shodair for culture
and analysis.

A serious drawback to amniocen-
tesis is the time involved. The test
cannot be done before the woman is
four months pregnant, and obtain-
ing results can take up to four weeks.
Although abortion is never an easy

decision in the best of circum- -

stances, it can be especially trau-
matic for a woman so far along in
pregnancy. A newer procedure, the
chorion villus biopsy, in which a
sample is taken from the placenta at
eight to 10 weeks of pregnancy and
can be analyzed much more quickly,
should be available at Shodair in
1985.

Ninety-seven percent of women
having amniocentesis are told that
their fetuses are healthy. In the other
cases, the decision whether to abort
is left strictly to the parents. As Joan
FitzGerald stresses, “All we're here to
doisto provide information to people
so that they can make a decision
based on accurate information. Some
women may become pregnant by
accident and have an abortion
because they feel they are at high
risk, when in fact they may not be.”
She believes it is critical to inform
high school, and even grade school,
students of the potential for genetic
defects, well in advance of concep-
tion. To this end, Shodair sends out
brochures to public health nurses,
school nurses, physicians and agen-
cies that work with the handicapped
and their families.

The efforts toward early education
seem to be working. FitzGerald
reports that more and more couples
are inquiring about certain family
conditions before they conceive.
When a couple contacts her, the first
order of business is to identify the
condition or defect in the couple’s
relative. Sometimes this involves
obtaining hospital records many
years old. If the condition is deter-
mined to be hereditary, FitzGerald
prepares a family pedigree, a visual
representation of several generations
of affected and healthy persons in the
family. She then can advise the cou-
ple as to the likelihood of having a
child with the condition. They may
decide to risk concetving, choosing to
live with the consequences if the
child is affected. Others decide to
conceive, but make use of such tech-
niques as sonography and amnio-
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centesis to guarantee a healthy out-
come for the pregnancy. If the
condition is not diagnosable prena-
tally, as in the case of cystic fibrosis
and certain other disorders, and the
couple finds the risk unacceptable,
they may decide to adopt.

The department’'s library main-
tains an extensive file of literature
written for lay people — available to
anyone who is interested. Although
the library was created to serve the
needs of the medical community in
Helena and the Shodair staff, the
patients have been the ultimate
beneficiaries. Patient care has
improved, says Suzy Holt, because
doctors no longer need to spend time
leafing through volumes to find cer-
tain articles or references. The
Hbrary's computer quite literally puts
information at one’s fingertips. The
most useful database is provided by
the National Library of Medicine, and
indexes 3,000 medical journals in
more than 70 countries. If Dr. Opitz is
confronted by a child with gallstones,
for example, he has only to request a
check of the computer listings as to
thelatest publications on the subject.
He can, and frequently does, phone

Such electronic
wonders bave
banisbhed the isolation
that used to be the
price of practicing
medicine in Montana.

foreign countries to consult with
spectalists. The lbrary's Telefax
machine is able to print an entire
article from the holdings of any other
agency that also has a Telefax. The
material can bein the doctor's hands
in a matter of hours. Such electronic
wonders have banished the isolation
that used to be the price of practicing
medicine in a state like Montana. In
fact, Opitz calls the library “the best I
have ever worked with, bar none.”
Opitz himself is the editor of the
AmericanJournal of Medical Genet-
ics, a monthly publication that pro-
vides a suitable substitute for the
classroom teaching he left behind in
Madison. The Journal comprises the
research of hundreds of geneticists

around the world. Through it, Opitz
is able to teach “"the Shodair
approach to genetics™: first, the clini-
cal relationship of doctor to patfent.
and the importance of remaining
involved with the patient as long as
the patient's needs demand it
Secondly, the Journal stresses to
health professionals the value of
keeping informed of the latest
research findings. The patient bene-
fits most when doctors maintain an
“invisible college,” exchanging ideas
and theories in print or by telephone.
Opitz admits that onlyin an environ-
ment like Shodair can he be free to
devote time to the Journal On the
staff of alarge university, he explains,
his time would be parceled out in
teaching duties and in serving on
committees.

Along with Dr Daniel and several
MSU faculty members, he has
recently applied for a grant from MSU
to study fetal alcohol syndrome on
the Rosebud Indian Reservation. He
estimates that nearly 20 percent of all
Indian children are afflicted with the
condition, which results when a
pregnant woman abuses alcohol.
Since most Indians handle alcohol in

-
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JOHN EDDY

oln Opitz

“Wipe your
glasses with what
you know”

by Chris McGonigle

John Marius Opitz's mother had to
drag him from Germany in 1950, but
America proved to be his salvation.
He had been expelled, in Germany. as

a “dangerous social element,” by a
school system that did not know

*{ what to make of such brilliance,

especially when it turned up in the

{ he h‘;d already embarked on his

future career, jotting observationson
natural history in a small notebook,

{ and trying to induce fetal alcohol

syndrome in hooded rats. He smiles
at the memory. The hooded rat, he
says, is “virtually resistant to alco-
hol.” A second experiment which
involved putting uranium acetate
into the drinking water of pregnant
rats was “spectacularly successful,”
producing offspring with a host of
cranial defects and brain tumors.

In 1951, his motherbrought himto
Iowa City. On the second day after
their arrival, his uncle took him to
the zoology department at the Uni-
versity of lowa to meet a neighbor.Dr.
Emil Witschi, having heard of the
boy's promise, dispensed with the
chitchat. “Do you know the funda-
mental biogenetic law?” he asked.
When Opitz admitted his ignorance,
Witschi led him into the lab, thus
beginning a long and mutually
rewarding friendship. They collabo-
rated on several genetic experiments,
and Witschi encouraged Opitz to go
to medical school. Opitz’s father had
died when he was small, and Witschi
filled a spiritual as well as intellectual
void in the young man’s life. “Every-
thing | am, as to attitudes and stand-
ards. in the field of genetics. I owe to

him.” Opitz graduated from the State
University of lowa School of Medicine
in 1959, one of theyoungest men ever

to do so. After a residency in pediat-‘¥

rics, he was drawn to the University
of Wisconsin in Madison. These were
heady days for the fledgling science of
genetics. In the late '50s it had
become possible to observe chromo-
somes under the microscope. Every

- day, it seemed, brought new discover-

ies as to the mechanism of human
reproduction, and most of these were
coming from Madison.

After a fellowship in genetics, Opitz
himself joined the Wisconsin facuity.
During the summer of 1963, Dr. Phil
Pallister, director of the Boulder River
Hospital, who had come to Madison
to take Opitz's course in the genetic
causes of mental retardation, asked
him if he would come to the minus-
cule town to teach and examine
patients. Thereafter, Opitz made the
trip annually each summer, staying
several weeks. He and Pallister
became close friends,and Opitz fell in
love with the state’s natural beauty.
Eventually, he bought a cabin near
Basin.

Now a permanent resident, Opitz
says that it is possible to enjoy Mon-
tana "if one is cuiturally highly aute
nomous.” He dependson his tapes
the Metropolitan Opera, public tele-
vision and books. He is very satisfied
with the library and laboratory
equipment he has at Shodair. espe-
cially since the absence of teaching



a metabolically different manner
than non-Indians, their infants may
be at higher risk of damage from
alcohol. The high rate of alcoholism
in Indians (up to 80% in some
groups) is of extreme concern to
involved professionals, including
geneticists.

Surprisingly, the Crow Indians
show a higher incidence of Hunting-
ton’s Disease, a degenerative dis-
order of the nervous system, and cleft
lip and cleft palate are much higher
among Plains Indians than in the
general population. There are no
other birth defects that affect Mon-
tanans in greater proportion than
occur nationally. One of the most
often seen defects at Shodair among
white residents is cystic fibrosis, a
disorder of the mucus-producing
glands. Opitz says that the recently
developed prenatal test for CF needs
perfecting, but as soon as it becomes
available, Shodair will have it.

He is distressed that out of the
156,000 Montanans who need
genetic services (15 to 20 percent of
the total population, about the same
as nationally), his staff is able to
reach only about 1,000 per year.

Opitz points out that
Montana spends
millions on developing
better strains of bogs
and wheat; surely
buman beings deserve
matching funds.

duties offers him plenty of freedom
forresearch and editing. So farin his
career, he has written more than 400
papers, abstracts, editorial items and
book reviews.

To Opitz, a Catholic, “improving
the human species” refers to the
quality of life: eliminating mutagens
and agents that cause birth defects,
and preventing the conception of
afflicted children. He has no ethical
concerns that are not shared by peo-
ple of conscience everywhere. He is
troubled about the misuse of genetic
knowledge for germ warfare, but, as
with nuclear energy, he feels we have
more to fear from our governments
than from our scientists.

He speaks of his coming to the Uni-
ted States as an “interesting, inter-
nally controlled experiment,” but as
such, it has not been a total success.
His marriage has been a casualty of
his passion for science, and at the
moment none of his five children
shares his Old World commitment to
hard work and service. His eyes cloud
as he says that none of them seems
deeply interested in continuing the
work he began.

Above his desk is a quotation from
Goethe: “We see only what we know”
— a reminder that unless a
researcher has encountered a par-
ticular bit of matter in the past, he
will not recognize it. James Joyce said
it this way: “"Wipe your glasses with
what you know.” John Opitz seems
unlikelv ever to do anything else. M

There s aneed, first, to inform people
of the value of such counseling, and
second, to change the apathy many
people exhibit toward disease. “Peo-
ple have the attitude, especially if it’s
a chronic disorder, that you can live

with it.” Education could accomplish °

both goals, but is costly. The depart-
ment's federal grants have, for the
most part, dried up. The US.
government has been generous with
seed money for genetics programs,
but after four years looks to the indi-
vidual states to support them. In the
past, Shodair has matched federal
funds by as much as four to one, but
cannot continue to do so indefinitely.
The March of Dimes has been contri-
buting $18,000 per year to Shodair,
and patient fees generate another
$200,000. Still, when running the
department costs a half million dol-
lars per year, the resulting deficit is
one-third to one-quarter of a million
dollars.

According toafactsheet put outby.

the department, genetic medicine is
the most cost-effective form of pre-
ventive medicine. This is because
many ilinesses are the result of
chronic genetic disorders, the treat-
ment of which places an enormous
burden on taxpayers. Opitz believes

we will see the day when most
chronic human illness will show a
genetic influence. In recent years,
scilence has shown that many
cancers result when the oncogene,
which is responsible for growth in
fetal life, turns on its host later in life
and multiplies out of control. Heart
disease, the leading cause of death in
this country, is now thought to arise
from the body's abnormal handling
of fats, as an inherited tendency.
Opitz points out the fact that Mon-
tana spends millions on developing
better strains of hogs and wheat;
surely human beings deserve match-
ing funds. He has no grandiose plans
for the department; at stake is merely
the continuation of its present servi-
ces. Each member is being stretched
to thelimit, and he sighs that he may
have to “clone Joan™ one of these

days.

Joan FitzGerald told John and
Sally Stuart that their chance of hav-
ing another spina bifida baby was
one in 25, a steep increase from the
one in 1,000 normal couples face.
They decided to conceive, and Sally
had amniocentesis in her fourth
month of pregnancy. A new test has
become available since Richard's
birth, one that detects levels of a cer-
tain protein in the amniotic fluid. If
the baby is affected, the protein level
is higher. The results showed that
Sally and John’s baby did not have
spina bifida. Two hours after his
delivery, Sallywas handed her second
son. She tore off his blankets and
exarnined him from head to toe. This
time, her baby was truly perfect. M

Chris McGonigle is a free-lance
editor in Helena.
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STATE OF MONTANA

O/fécs of the [agii['atiuz Fiscal cqna[yit

STATE CAPITOL
HELENA, MONTANA 59620
406/449-2986

JUDY RIPPINGALE February 5, 1985
LEGISLATIVE FISCAL ANALYST ’

Representative Dorothy Rradley
Montana House of Representatives
State Capitol

Helena, MT 59620

Dear Representative Bradley:

Per your request for a rough estimate of the number of individuals
covered under health insurance policies, I ccntacted Mr. Tom Mulhaney at
Blue Shield and he provided the following information.

1. Approximately 85 percent of all insurable individuals in Montana are
covered under a health policy) Tom defined insurable as everyone except

native Americans (covered under federal health insurance} and those
individuals who are under the medicare or medicaid program.

Insurable Population

Montana Population 820,000

- Native Americans -36,000
Medicaid -30,000

Medicare -96,000

Insurable Population 658,000

—————_——

If, according to Mr. Mulhaney, 85 percent of the insurable population
is covered, then approximately 559,300 Montanans have health insurance.

2. Blue Cross and Blue Shield issue approximately one-half of all insur-
ance policies. Blue Shield has 158,000 policy members so Blue Cross must
The balance, or 281,300 are coveréd by

have about 120,000 members.
commercial insuranceé companies.

3. To give you an idea of the ratio of policies to members covered, Blue
Shield has 53,874 group contracts (policies) that cover 133,944 members,
and 18,084 non-group contracts that cover 24,015 members.

I hope this information will assist you in determining the funding for
the genetics program and I will be happy to assist you curing the next
phase if you so desire.

Sincerely,

Exhibit 3 -- HB 430
April 10, 1985



S CONCERNING THE PROPOSED MONTANA GENETIC ... 7

SERVICES PROGRAM S T

1. Genetic disorders and birth defects are very common (cammonest cause of

death before birth: 2nd commonest cause of infant deaths; commeonest
cause of death of adults - some 20% of the population need a genetic

service, i.e. over 160,000 Montanans).

2. Genetic disorders and birth defects impose a great burden of suffering on

the population (they not only kill, but frequently produce chronic

disabling, handicapping, and painful disorders.

3. Genetic disorders and birth defects impose an enormous burden of cost on

society (1983: estimated $180 billion nationally; $67,000.- per year

for one patient at Boulder).

4. Genetic disorders and birth defects can be prevented (through a statewide

service program provided by a team of experts - offering counseling,
carrier detection, genetic laboratory, prenatal diagnosis, fetal

pathology, and information/educational services).

Exhibit 4 -- HB 430
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5. Genetic medicine is, without question, the most cost-effective form of

“* preventive medicine (published benefit-to-cost ratios: -PKU detection

7777 and management 9:1; prenmatal-diagnosis services in-a muscular

“"dystrophy prevention program-14:1-to 21:1.- Calculations for Montana:- ' -
=Prenatal-diagnosis program for women over 35 years 4:3:1; a prenatal- -
diagnosis and comseling program concerning 8 potentially affected- -
men with'mental retardation residing each for 20 years at Boulder
354.6:1 (without inflatiorary correction: i.e. $10,720,000.- cost
prevented vs. $30,233.- cost for services; with inflationary

correction benefit to cost ratio is almost 400:1. In other words:

$260,000.- invested now will ultimately save the State hundreds of

millions of dollars and the population untold suffering!)

6. Genetic services are a strong pro-life activity (since they encourage

conception and birth of normal individuals, and in over 96% of time,

reassure pregnant women after amniocentesis that they are carrying a

normal child).

7. An excellent genetic fetal pathology and information services program is a

necessary adjunct to the statewide Perinatal Program proposed by Dr.

Drynan (to replace the old federal IPO - Improved Pregnancy Outcome -

Program) .

8. Such a program is presently operating at Shodair and providing services in -




»
9.
4 10
11
-

. Endorsements:

Helena, and on field clinics to Missoula, Kalispell, Great Falls,
Billings, and Miles City (staff is experienced, highly cualified,

=program has set national standards.and has an internationsd=s——

reputation through the American: Journal of -Medical Genetics and its- —-:

scholarly work). L -

No clinical genetic services program anywhere can break even on the basis

of clinical incame (Shodair genetics budget is almost $% million,

over % of that is deficit. Clinical fees generate $31,000.-, lab
fees $110,000.~, March of Dimes $18,000.-, Shodair Genetics is

ineligible for further federal support or other Foundation grants).

. Unless funds are found to offset its operating deficits, Shodair Genetics

will close in less than one year (Funding the program through the

mechanism proposed in HB 430 makes good sense since prevention of
birth defects and early treatment will ultimately greatly reduce the
number of claims insurance companies have to pay - especially since,
by law, no Montana child born with a birth defect may be excluded
from insurance coverage. Also, this may serve as an incentive to the
insurance industry to increase coverage for preventive genetic

services; at the moment less than 80% of plans cover any outpatient

genetic services).

HE 430 is strongly endorsed by the Montana Department of

s

R



Health and Environmental Sciences (Drs. Drynan and Espelin), the

Montana Chapters of tiie American Academy of Pediatrics, Academy of
Obstetrics and Gynecology, Academy -of Family Practice; the Americans ...
Hospital Association, the American.Nursing-Association, the American
Public Health Association, the Montana Perinatal Association, and the

March of Dimes-Birth-Defects Foundation.



. American

Academy of

Pediatrics

Montana Chapter
; Chairman

Jeffrey H. Strickler, M.D.

1930 9th Avenue
Helena, MT 53601
(406) 442-9523

Alternate Chairman
James Feist, M.D.

7 East Beall
Bozeman, MT 53715
(406) 587-5123

Secretary-Treasurer
Ralph Campbell

#4 Third Avenue W.
Poison, MT 59860
{406) 883-2232

April 9, 1985
To: Senator Towe
Members of the Senate Taxation Committee

From: Jeffrey H. Strickler, M.D., F.A.A.P.
Chalrman, Montana Academy of Pedlatrics

Re: HB 430

The Montana Academy of Pediatrics, at its last meeting, voted
unanimously to support the Shodair Genetics Unit.

We, the physicians who care for children, feel that this is a
state resource, and that every effort should be made to

maintain its viability and availability here in Montana.

To this end, we recommend passage of HB 430

Exhibit 5 -- HB 430
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ANNUAL

HB 430 BUDGET REVIEW

.5 FIE's .
‘Secretarial Support
Administrative, Overhead

Personnel -~ . . $343,613.58

Travel $13,588.64
Augmenting MOD
Other clinical travel

Eguipment $3,200
Clinical Replacement
$20,416.00
Educational
Fetal Path
Clinical
Library Support $17,878.00
Fetal Patholoay ~ $70,000.20
Total $468,696.42
by
Totel cosT - qwlmé.‘(?-

_ 207 €904z Skadaen t //ogb
260' 000,00 3‘1 GVV/?U)/”’L‘/’W
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PLEASE .RETURN:

DHES LIBRARY

COGSWELL BUILDING
HELENA, MT 59620

Exhibit 7 -- HB 430
April 10, 1985




; Ptepanedaby?thax,_ s
. Publi@Relationsvaisnomr
Lot ofthier '
e HEALTIEINSEIR‘AN@E‘ASSOCIATION OB’AMERIGA
. 18508K:Sty NLWE: © R
washingtonw (:,20006%~ | wesglps




838-22-301. Coverage of newborn under family policy. (1) Each
policy of disability insurance or certificate issued thereunder shall contain a

~provision granting immediate accident and sickness coverage, from and after

the moment of birth, to each newborn infant of any insured.

“—2y The coverage for newborn infants shall be the same as provided by

the policy for the other covered persons; provided, however, that for newborn .
infants there shall be no waiting or elimination periods. A deductible or
reduction in benefits applicable to the coverage for newborn infants is not

~ permissible unless it conforms and is consistent with the deductible or reduc-

tion in benefits applicable to all other covered persons. e .

(3) No policy or certificate of insurance may be issued or amended in this
state if it contains any disclaimer, waiver, or other limitation of coverage rel-
ative to the accident and sickness coverage or insurability of newborn infants
of an insured from and after the moment of birth. - L

(4) If payment of a specific premium or subscription fee is required to
provide coverage for a child, the policy or contract may require that notifica-
tion of birth of a newly born child and payment of the required premium or
fees must be furnished to the insurer or nonprofit service or indemnity cor-
poration within 31 days after the date of birth in order to have the coverage
continue beyond such 31-day period. ,

History: (1), (2)En. 40-4002.1 by Sec. 2, Ch. 74, L. 1973; amd. Sec. 2, Ch. 83, 1. 1974; Sec.
40-4002.1, R.CM. 1947; (3)En. Sec. 352, Ch. 286, L. 1959; amd. Sec. 1, Ch. 74, L. 1973; amd. Sec.

1, Ch. 83, L. 1974; Sec. 404002, R.CM. 1947; R.C.M. 1947, 40-4002.1, 40-4002(4); (4)En. Sec.
Ch. 303, L- 1981, - .-

Compiler's Comments the insured’s family” after “issued thereunder” '
1981 Amendment: Deleted “which in addition  in (1) and after “certificate of insurance” in (3); .
to covering the insured also covers members of  added subsection (4). i

83-830-1001. Newborn infants covered by insurance by health
service corporation. No disability insurance plan OLM)’
insurance plan issued by a health service corporation may be issued or
amended in this state if it contains any disclaimer, waiver, or other limitation .
“of coverage relative to the accident and sickness coverage or insurability of

newborn inf persons insured from and after the moment of birth.
m&‘;ﬁ%‘-ﬂl} contain a provision granfing immediate accident and
sickness coverage, from and after the moment of birth, to each newborn-
SHfant of any insured person. If payment of a specific premium or subscrip-
“Tion Tee is required to provide coverage for a child, the policy or contract may

require that notification of birth of a newly born child and payment of the

required premium or fees must be furnished to the insurer or nonprofit ser-
vice or indemnity corporation within 31 days after the date of birth in order

to have the coverage continue beyond such 31-day period.
History: En. Sec. 8, Ch. 74, L. 1973; R.C.M. 1947, 15-2304.1; amd. Sec. 28, Ch. 303, L. 1981,

Compiler's Comments members of such a person’s family” after
1981 Amendment: Deleted “which in addition  *health service corporation” in the first sen-
to covering the persons insured also covers tence; added the last sentence.
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699 REGULATION OF INSURANCE COMPANIES 33-2.701

(4) If the insurer is subject to delinquency proceedings, as defined in part
13 of this chapter, upon the order of a court 6f competent jurisdiction, the
commissioner shall yield the assets and securities held on deposit to the
receiver, conservator, rehabilitator, or liquidator of the insurer or to any
other properly desxgnated official or officxals who succeed to the management
and control of the insurer’s assets. 1

-(5) ""No release of ‘deposited assets shall be; made except upon&apphcatxon.' .
to and the‘written ‘order of the commxssnoner “The" commxssxoner ‘shall* have- G
no, personal;liability for” anys release of any such ‘deposit. or) part ithereof 80.
made by, him in good faith.’ ST i T s

Hitory: TEn. Se. 14, Ch 28, L. 1955 R.CA bl

Compiler s Comments - i _
1981 Amendment Substxtuted "part 13" for ‘
"part 9" in (4) :

lmmunlzatlon and indemmﬁcauon of pubhc
_ ofl'cers,2 9-305. Loyt ey ORI Y '"-w»;\‘r

it
i

Part 7. -.q;-'".;j .
Reports, Fees, and Taxes"’**_

Part Cross-References P e m
Report ol' eurplus lmeagent. 33-2 310 . o

-33-2-701. “ Annual- statement e revocat:on*forlfallure to"fil rise
penalty for perjury.’(1): Each authorized insurer <shall rannually on' (O, -
" before :‘March':1 file’ with thm_ml'?n—d ‘true ‘statementtof Ats -
ﬁnanmn,‘transactlons, and affairs as-of the December- 31 precedmg
The -statement“shall ‘be .in -such- general form- and context ‘a8 is ‘requu'ed ioF-
not dlsapproved by: the ‘commissioner, as"is ‘in current *use - for sxmxlar»report&, :
to states in general with respect to the type of insurer and kinds of inslirance".
to be -reported upon, and as suppléemented ‘for "additional: mformatlon

eqmred ‘by-the commissioner.: The statement-shall .beverified by*the:oath-
of the insurer’s president or vice-president-and secretary ‘or,- -ifa* recxprocal
insurer, by the oath of the attorney-in-fact or-its like officers if & corporatxon '
The' commnssnoner may, in lus dlscretxon, walve any such verification™ ‘under
oath. lis ¥ b IR PR RE R I q:j,\u

2) - The statement of an allen insurer shall relate only tolits transactions:
and affairs in the United States unless the commissioner-requires’ ‘otherwise;
If the commissioner requlres a ‘statement - as ‘to" an “alien - ‘insurer’s” ‘affairs"
throughout the world; the insurer shall file such’ statement -with*thé: commls’\-
sioner- as:soon as reasonably possible. The statement shall be venfied by'the :
insurer’s United States manager or other officer duly ‘authorized. 2 Niazm»s

(3) * The commissioner may refuse to accept the fee for’ contxnu' el

of~the
insurer’s‘certificate of authority, ‘as provided in:33-2:117:-or" ‘may inthis:dis
cretion suspend or revoke -the certificate of authority of:any’ insurer:failing: .
to file its annual statement when due. i+ :3vs, 5 ermmin? Wi b LedBhop .
(4)! Any director, officer or agent, or- employee of ‘eny: companywlm' sub2
scribes to“maka,*or ‘concurs?in' making “or:publishirig* any- *annual statefz'x'en G
or -any’ other -statement required-by law® knowmg“thelsaim to“contgm Jahyiy
matenal*statementwhxch‘xs falgeshallSbé 'punished: “byJa‘ifinevof nbt ﬁ'x?ré“ X
than $1,000. 56z ¢ &l ¢ 5 AHE P ARIBIVITRI AT DAL sl A el

i

2
;

ARG 199X
-"‘-
*

fucy

IR Y
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700

o (5) »«At tune;of filmg, the _insurer. shall pay to the commxssnoner the fee for
ﬁlmgAxts statement as.prescribed; i in 33-2-708:.:, .3 :
Hlstorre,En.Sec. 65, Ch. 286, 11959 amd. Sec. 1,. Cb.. 27, L 1967 R C.M 1947 40~2820

Cross-References SRR . 20 Benevolent assocmt:ons B addmonal
-+ Suspension - or. revocation of . certifi cate of requlrements 33-6-304. . .

nuthonty,33 2-118 33-2 119

N 1):;;-_-; R

33 2-70_2 through 33 2 704 reserved

ELEE RO

33-2 705.° Report on premrums and” other consideration — tax.
(1) Each authorized insurer and each formerly authorized insurer with
/espect to premiums so received while an authorized insurer in’ this state

shall file with the cornrmssronerL on or_before March 1 each year, a report
(except as to wet marine and transportation insurance taxed under subsec-
tion (4) below). in. form- as-prescribed by the commissioner showing total
direct premium income, including:policy, membershxp, and other fees, premi-
ums paid by application of dividends, refunds, savings, savings coupons, and
similar returns or credits to payment’of premiums for new or additional or
extended or renewed: insurance,. charges for,payment of premium in
installments, and .all: other" consideration . for'” insurance from all kinds and
classes of insurance, whether designated as a. premium or othervnse, received
by it during the preceding calendar year on account of policxes covering ‘prop-
erty, subjects;: or. risks Jocated, resident,.or to.be performed-in Montana, with
proper proportionate -allocation: of . premium; as;to such property, 'subjects, or,
risks in. Montana insured under pohcxes or contracts. covering. property, sub-
jects, ;or .risks-located- or resident m; more .than. one .state, after. deductxhg
from.such total -direct premium .income. apphcable cancellations, réturned
premiums, the unabsorbed. portxon of ‘any..deposit premium, the amount of
reduction in or refund of premiums allowed to industrial life policyholders
for payment of premmms direct.to an’ office .of the insurer, all policy divi-
dends, refunds, savings, savings coupons, and:other similar returns paid or
credited,to policyholders with respect to such. pohcies As to title insurance,

“premium”. includes.the total charge for such insurance. No deduction shall
be 'made. of the cash surrender values of-policies. Considerations received on
annuity contracts shall not be mcluded in total dlrect premlum income and
shall not be subject to_tax..: .

a(2),-Comcxdent with .the ﬁhng of the Igg renort referred to in subsectxon
A (1) above, each such:insurer shall pay.to the, commissioner & fax upon such
nel premiums.: This tax -may. be. computed:in either:of the following ways:. .

L w(a). 5 (1) 2A domestxc insurer. may- choose; to: compute |its tax based on the
percentage of its. admltted assets lnvested in Montana securities accordmg to
_the following. schedule. R e RO 0 SRS

(A) .2 “‘/4 %, .of .net; premmms 1f. the insurer. has 0% of xts admltted assets,
: mvested in Montana securities; . s . . ‘.

(B) 2 %% of net premiums if the insurer has at least 25 of its admxtted
assets invested in Montana securities;

(C) 1% % of net premiums if the insurer has at least 50% of its admitted
assets invested in Montana securities;

(D) 1%% of net premiums if the insurer has at least 75% of its admit-
ted assets invested in Montana securities; and

>



701 REGULATION OF INSURANCE COMPANIES 33-2-705

(E) %% of net premiums if the insurer has 100% of its admitted assets
invested in Montana securities. )

(ii) “Admitted assets” are those assets allowed.in 33-2-501. .

(ili) An . insurer .choosing this method of. computation must itemize its
‘Montana securities or.:a’ ‘detailed schedule. attached to its annual tax:report.’ -

' (b) Z(1)+1f ‘the methodiprovnded for i in ‘subsection*(2)(a)- 5is not~used, ‘the
'msurer shall compute'lts tax dt’ the—r of 2:% % of ithe net premiums.:™ Ll
_ ~~(ii) ZAn’ insurer -choosing’ ‘this ‘method “and '}:avmg ‘not ‘less than 50% of lt87 ‘
- pard in" capxtal stock - investedvin+Montana:securities -is-‘allowed :to -deduct
whatever tax it’ ‘may have‘a]ready pald to the state .of Montana and its -pohtx-'
cal subdivisions; during the same.calendar; yeamas :to:which. premmm tax is
being: paid, from the amount otherwrse due under this sectlon .

.(3) . .For .the -purpose of subsectxon (2): 7 st .

(a) “pand -in capital stock”:as’to'a mutual or recrprocal msurer shall be
deemed to be an amount equal to10%-of the insurer’s assets; and :

(b) - “Montana securities”. shall be deemed to include only. general obhga-
tions of the state.of Montana;or of its political subdmsrons, mortgage loans
secured by a. first lien. Aupon.: real. -estate:located’ in- Montana,- funds invested
in certificates of deposit-in"a bank ‘or buxldmg and loan association located
in Montana and whose’ deposrts ‘are :insured by .an-agency of the United
States or -an: insurer- approved by the department of .commerce,: and real-
estate-located in-Montana-owned by the msurer, all 1f otherwrse lawful'
ihvestments of the insurer under this code.; T VI

(4) (a)J,;On or before March, 1 of each year each insurer shall file thh the
commissioner, on forms.as prescnbed and furnished or accepted by. him, a
report of. its gross- underwntmg <profit on .wet. marine..and . transportation
insurance, authorized in.33:1-209,:written.in :this state durmg the calendar
year next preceding and:shall at the:same time pay to the commissioner a
tax of:%-0of 1% of such gross underwntmg profit... .

(b) :Such gross underwriting, profit shall be ascertamed by deductmg from
themet premiums (i.e., gross premmms less-all return premmms and premi-
ums for reinsurance) on such- wet marine and .transportation:insurancecon-
tracts the net losses paid:(ie., gross: ‘Josses _paid less salvage and recoveries.
on reinsurance ceded) during such calendar year under such contracts. In the
case of insurers issuing participating. contracts, such gross. underwriting profit
shall pot include for computation of .the tax.prescribed by this subsection .(4)
the amounts refunded, credited, or paid as partxcxpatxon dmdends or. savmgs
by such insurers to the holders of such contracts.: Sy

+(5) " . That -portion -of the tax.paid:hereunder. by an msurer on account of.
premiums “received -for fire insurance.shall be separately\specrfied,m, the,
report -as -required :by - the .commissioner, ; for apportionment .as: provided by
law. Where insurance.against: fire. is’included with insurance of; property
against other perils at an-undivided. :premium, ‘the insurer shall - make such
“reasonable’ allocation'from’such; entiré:premium ‘to the fire yportion: of. the
coverage .as- -ghallbe - stated ,xn#such‘-report -and ;88 ; may, be approved or

xfk{;..)" '}2‘ k) ;)'7‘,_’.“) .’i'v' ’é) x" i f'-.

cniy i

5 (6). -,,Wxth ‘respect to *authonzed;msurers the premnum ‘tax: provxded byt thxs
section shall be payment in full, and-in lieu-of all other:demands for any ‘and.
aHetate ‘county,”city; dlstnct, imunicipal,-and. .school.taxes, Jicenses,: fees; ,and.;.
excxses of whatever kind or character, exceptmg only those prescnbed by tlns




of any!insarer:which’ faxls to pay its taxes as requlred under this section.’
Hlstory""En.Se(:JGS,Ch.ZS&L 1959; amd; Sec. 1; Ch. 160, L. 1961; amd. Sec. 1, Ch: 78, L:
1963; amd. Sec.: 1, Ch.: 26, L. 1965; amd.: Sec.-1, Ch. 71, L. 1967; amd.:Sec. 1, Ch. 358, L. '1969;
amd, Sec. 1, Ch. 237, L., 1971; R.CM. 1947,.40-2821(part); amd. Sec. 1, Ch. 664, L. 1979; amd. Sec.
2, 0L303,Ll981 amd Sec.lZ,Cll.“7 Ll981 lmd Sec 1, Ch.295 L|983 nmd.Sec.3.

Ch. 518, L. 1983.

Comprler’u Comments R

‘1983 Amendments: Chapter 295 in rmddle of
(3)(b), inserted “funds invested in certificates of
deposit in a bank or building and loan associa-
tion located in Montana and whose deposits are
insured by an agency of the United States or an
msurer approved by the department ot‘ com-
merce”, e

Chapter 518,< m (4)(;), deleted “inland -
marine’%:after “wet ..marine”. and " after.
“33-1- 209" deleted and 33-1-221 through
33-1-2 T

1981 Amendments Chapter 303 eubsututed
“the total charge” for “only ‘the risk portion ‘of "'

T

the!charge” in the third rentence from the end s

of (1) 7y we Sgsbpps s 4F

Chapter 467 ‘in (1), substltuted reference to
“subsection (4)” for “subsecuon (3)”; in (4)(a).
inserted “mland mume

(._,xqu )1‘4\ N

r}Ll'A "-~,;2~fu.

)
ti__n'ues !

formed within- this
line agent -pursuant
such law under 33-2-3

aud eubstxtuted “euthonzed in 33 1 209 end
33-1-221° through 33 1-229” for “‘as deﬁned m
33-1-209". -

" Cross- References
Not subject to corporate llcense tax,

.15-31-101.

- Allocation of certain casualty insurance tax
— Municipal Police offi cers Retlrement Sys-
tem. 19-10-305. © |
- Allocation of certain-casualty insurance tax
— firefighters’: pension and compensation,

$19-11- 512, 19-12-301. .

Revocation. of | cemﬁcate of authonty,
33 -2-118, 33-2-119.
Tax on surplus lines, 33-2-311.

# = Not-applicable to health service cgrporatxons,

33-30 203... ... .
Tax on fire insurance premlums — Fxre Mnr-'

after “wet marine,” %hal Bureau,50 3- 109 C Lt

- [
" . PN o R e
A .»,u.r-u '(;»~'-‘ v o g

3- 2-706."Report and tax of mdependently procured coverages.
ery insured - who in this’ state procures or causes to be procured or con-
renews insurance in an unauthorized foreign insurer or any self-in-
this state 80 procures or'‘continues- excess: loss, catastrophe, or
e_upon a subject -of insurance’resident, located, or to be per-
{“state, ‘otherthan insurance procured through a surplus
0 ‘The: Surplus ‘Line- Insurance Law or- exempted from
“shall;"within 30 days after the date such insurance

was 80 procured -continuedyior renewed; file a written report of the same with

the ' commissioner on’ form§
such”an msured'upon request.

~of. ‘the? msured Yor “insureds,: name’
" the insurance,*a a general descrlptxon o

currently ‘chargedﬂtherefor ‘and’ ‘such‘a
i reasonablyirequested ‘by ‘the commissioner: )
a’ subjecf of insursnce’ ‘resident, located, or-to
a proper’ pro Tata “portion’ of the entlre premlum

ignated :by the commissioner and furnished:to
e'report shall show the name and address
nd ‘address of the insurer, the subject of

he ‘coverage, the ‘amount of premmm
itional pertment information "as ‘is
any such insurance covers also.
erformed outside this state '

be performed in this state, for the purposes of this sectiom

(2) Any insurance in an unauthorized insurer procured

procured or continued or renewed in this state within the intent of subsag-

tion (1) above.



-

" 23-30.307

1069 HEALTH SERVICE CORPORATIONS 33-30-101

Part 3 — Operations

33-30-301. Forms — filing, approval, hearing on dxsapprovai appeal.
33-30-302. -Allowed contracts.

/33-30-303. - Grievance procedure for:members.

33-30-304. Nonliability for injuries ‘caused by oontractees
.33:30-305. ** Prohibited trade practwes : -
33-30-306. .D\scnmmetwn between’ mdmduels — restncuons —_ ratesetung by oommlssloner
7 ~: prohlbxted o 3 .
Nohce of Tate mcreases comment w oommlssnoner
33-30-308 through 33-30-310 reserved i
33-30-311."" Enrollment representatwe ) -
33-30-312. Enrollment repreeentatlve S ﬁhng with and approval by commissioner — license.
33-30 -313. Llcensas refusal to issue — suspension — revocauon —_ heermg

el ASELRE P S = 5

K

PR ST Parts 4through9reserved

Par! 10 — Heelth Servnce Corporatron Plans

33-30-1001. Newbom mfants oovered by insurance by health service corporatlon

33-30-1002. . Disability coverage “of services received in state msmutlons — coverage of persons
e ’ - eligible for public medical assistance. .
33-30-1003. Continuation of coverage for handicapped — individual contracts.

33-30-1004. Continuation of-coverage for handlcapped — group contracts.’

33-30-1005.  Right of rescission.

33-30-1006. . Continliing group coverage after Oermmauon
33-30-1007. Conversion on termination of ehgxbllxty

33-30-1008.- Preexisting conditions.

33-30-10P8. Insured’s family — conversion entitlement.
33-30-1010. ” Renumbered’ 33-30-1021 by Code Commissioner, 1983. -
33-30-1011. Dentists performing services common to both medlcme and dentistry.
23-30-1012 through 33-30-1020 reserved. )

'33-30-1021. Applicability. ‘

LB

Chapter Cross-References
Jurisdiction’ of providers of health care bene-
ﬁts 'I'ltle33 ch.l, part 11. ©

Part 1
- e ~General Provisions

33 30- 101 Definmons. As used in. thxs chapter, the following deﬁm-
tions apply::., -

(1) “Health service corponmon ‘means a nonprofit corporation orgamzed
or operating for the purposes of establishing and operating a nonprofit: plan
or plans under which prepaid hospital care, medical-surgical care, and other
health ‘care and services, or reimbursement therefor, may be furnished to a
member or beneficiary.

- {(2) -*Héalth services” means the health care and:services.provided by hos-
‘pitals’ or-other health care ‘institutions, organizations, associations, or groups
andby-doctors<of medicine, osteopathy,-dentistry,* chiropractic,-optometry,

and podiatry;- nursing: services; licensed ‘social worker or- psychologxst,.medxcal o
-appliances,. equipment, -and ‘supplies; -drugs, medxcmes, ambulance servxces,

and other therapeutlc gervices: and ‘supplies. : . TS e
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-equal to 1%_of the gross, dues or. fee income durmg that period..: e

tracts with. provxders FREET Gt s e it s
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(b) an amount equal to 1 month’s average income from dues or fees paid
to the corporation by its members or beneficiaries, based on an average of
the preceding 12 months, whichever is less.
(3) If the reserves are not equal to the average in subsectron (2)(b), they
must have  been ‘increased .during the preceding 12 -months. by -an. amount

. 44) .~The: determination :of . minimum :reserves is; -subject, asto amounts
yable to participating provxders of the health services, to.any. nght of;the -
corporation to prorate the amounts under. the terms of, its’ health servxce con-l

(5) The commrssxoner may decrease or suspend the requxrements of tlns R
sectlon if he f'mds that the action is in the .best mterest of the members of L
the corporatlon e ST L

History En. 40-5905 by Sec. 5. Ch. 319, L. 1975, R C.M l947 40-5905

33 30-202 Annual report All corporatlons subject to the provxsxons
of this chapter shall. make and file .annually with the. commxssxoner, on or
before March 1 of each year, a report under oath settmg forth: :

l

_35-2-302.

-exempt from. all premium taxes. . =, . sy

1. Premium taxes, 33-2.705. *

(I) the name of the corporation;

(2) .the address of its registered office m thls state and the name of 1ts .
registered agent at that address; - - - v et W itgen o

(3) the names and addresses of its drrectors and officers, L

“4) 3 brief statement of the character of the affarrs whi