
MINUTES 

MONTANA SENATE 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON BUSINESS & INDUSTRY 

Call to Order: By Chairman J.D. Lynch, on March 15, 1991, at 
10:00 a.m. 

ROLL CALL 

Members Present: 
J.D. Lynch, Chairman (0) 
John Jr. Kennedy, Vice Chairman (0) 
Betty Bruski (0) 
Eve Franklin (D) 
Delwyn Gage (R) 
Thomas Hager (R) 
Jerry Noble (R) 
Gene Thayer (R) 
Bob Williams (D) 

Members Excused: None 

Staff Present: Bart Campbell (Legislative Council). 

Please Note: These are summary minutes. Testimony and 
"discussion are paraphrased and condensed. 

Announcements/Discussion: None 

BEARING ON BOUSE BILL 530 

Presentation and Opening Statement by Sponsor: 

Representative Vivian Brooke, sponsor of the bill, stated 
that there was some technical changes made to the bill to put it 
into the correct section of the code. HB 530 clarifies that 
insurance companies could not exclude from coverage or consider 
an application for people with genetic conditions, or 
developmental delay, or developmental disability. If a family 
has a down syndrome child, and wants basic healthcare coverage 
for that child's perhaps, broken arm, or other necessary 
hospitalization that is not related to the genetic condition, 
that insurance companies will be clear that they should consider 
the application, and they should not exclude from coverage those 
children, and also for life insurers. 

Proponents' Testimony: 

John Opitz, chairman of the department of medical genetics 
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at Shodair children's hospital in Helena, Montana, representing 
himself as a genetic healthcare provider, stated that this bill 
enacts an equal protection clause. It establishes the principal 
of equal protection coverage for equal risk. 

Chris Volinkaty,a lobbyist for the forty six non profit 
providers in the state who provide services to the 
developmentally disabled as well as the consumers of that 
service, stated that when a developmentally disabled child is 
born to a family it is very devastating emotionally to that 
family. If they are middle income people, it is extremely 
devastating financially. This bill would make a small step for 
those families that are trying to support these children. It is 
modeled after the Arizona law, and provides regular childcare 
insurance, just like it would a regular child without any 
problems. 

Tom Hopgood, representing the health insurance association 
of America, stated that they are in concurrence with this bill. 

Susan Witte, chief council for Andy Bennett, commissioner of 
insurance, stated that they support HB 530. 

Opponents' Testimony: 

None 

Questions From Committee Members: 

Senator Gage asked about page three, line twenty two, that 
references developmental delays. Is there somewhere that 
establishes what the 'norm' is. 

John Opitz replied that this puts them in line with federal 
guidelines. It puts them in the same definitions used in the 
federal guidelines. 

Closing by Sponsor: 

Representative Brooke closed by saying that this is a good 
business bill. When people move to Montana from out of state, it 
guarantees families that when they drop their healthcare coverage 
in one state, perhaps they would be able to pick it up again in 
Montana under this coverage. 

BEARING ON HOUSE BILL 169 

Presentation and Opening Statement by Sponsor: 

Representative Bob Thoft, sponsor of the bill, stated that 
the bill sets up a model check scale program in the state. One 
check scaler will be employed with the department of commerce, 
probably under the department of weights and measures, and this 
person's job will be to answer complaints from loggers on log 
scales. The program will be paid for by a fee of seven and a 
half cents per thousand of board feet. Board feet are worth to 
two hundred to three hundred dollars, this is a pretty modest 
fee. There are penalties in the bill. The first problems with 
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the mill will be worked out between the loggers and the mill. 
The second violation, there will be a thousand dollar civil. 
penalty. Third violation, there will be a five thousand dollar 
civil penalty. 

Proponents' Testimony: 

Representative Barry "Spook" Stang stated that he 
represented a large logging community in western Montana. As he 
was going door to door, one of the biggest concerns of the 
loggers was the fact that they could haul their logs to a mill 
that is roughly sixty miles away from the one that is located in 
their town, they could haul that same load of logs one hundred 
and twenty miles round· trip, haul it for the same price, and come 
home and still make more money than they could hauling it to the 
mill in their own back yard. It is only fair that we pass a bill 
that gives the people that are hauling logs into these mills, . 
someone that can check on the scaler in that mill. 

Paulette Bailey, a log scaler of eleven years, stated that 
she is representing herself, and does not answer to any timber 
company, logging operations, or scaling organizations in regards 
to this bill. Scaling is a determination of the volume of lumber 
in a log, usually expressed in board feet. The logger harvests 
the trees, takes them into the mill, and they are then scaled by 
a scaler. The scaler measures the length and the diameter of the 
tree using a scale stick. A tree of a certain length and a 
certain diameter has a given number of board feet, and the scaler 
then deducts for defects in terms of cracks, etc. They then 
come up with the net scale in terms of board feet. The problem 
arises when the logger believes that he has more board feet in 
net scale then the scaler says the load of logs has. These 
problems can be compounded by a practice that is very commonly 
used in mills called sample scaling. Sample scaling is used 
because the mills cannot scale every load, so they will pick 
randomly one out of three, or five, or ten, or twenty, to be 
scaled. The scale of that load is then applied to the other two, 
or four, or however many the sample is. 

Richard Smith, an independent logger from Stevensville, 
Montana, stated that the mills have figured out how to make a 
finer blade so they do not use as much sawdust. They use the 
sawdust, they use the bark. All of these products are really 
merchantable, because it is in the use of the mill. It reduces 
costs. We would. like to see fairness. If you are want to shut 
the timber industry down, you make all of the trucks haul by 
scale. 

Sherman Williams, an independent logger, stated that this 
problem has been around for a lot of years. There has been 
attempts to get something done with it before, and it has always 
been beat down. He has always heard of this problem, and this is 
quite serious. He has had loads sent in that he has scaled 
himself, and when he received his scale slips back, there was 
eight hundred feet cut right off the top. The logger gets beat, 
and the state gets beat. 
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Don Allen, executive vice president of the Montana wood 
products association, spoke in opposition of the bill (See 
Exhibit 1, and Exhibit lA). 

Mike Atwood, speaking as an individual who not only buys 
logs but sells logs to mills in Montana, spoke in opposition of 
the bill (See Exhibit 2). 

Ernie Nunn, forest supervisor, Helena national forest, and 
representing the northern region forest service, and the United 
States department of agriculture, spoke in opposition of the bill 
(See Exhibit 3). 

Jack Mahon, operations manager of r-y timber, inc., spoke in 
opposition of the bill (See Exhibit 4). 

Patrick o. Connell, resource manager of rocky mountain log 
homes in Hamilton, Montana, spoke in opposition of the bill (See 
Exhibit 5). 

Donald Rummell, resource tech and scaler for Darby lumber in 
Darby, Montana, spoke in opposition of the bill (See E~hibit 6). 

Keith Oleson, executive director of the Montana logging 
association (MLA), stated that they rise in opposition to this 
bill with great difficulty. The MLA board had a meeting and with 
one exception, the board voted opposition to HB 169. The one 
exception suggested that they should remain neutral. They are 

'not opposed to a check scaling program in Montana, they are 
opposed to the funding mechanism in this bill. This bill uses 
the hazard reduction program to fund the log check scaling 
program. That puts a fee on those mills which pay by the ton. 
Mills that pay by the ton should be rewarded and not penalized. 

Questions From Committee Members: 

Senator Williams asked if there was anybody from the state 
lands at the hearing today, and do they support this bill. 

Tim Murphy, with state lands, stated that they are here 
today mainly for information purposes. They are neutral on this 
bill. , 

Senator Thayer stated that nobody has mentioned that this 
will fund only one FTE to solve all of the problems that are 
going on. 

Keith Oleson stated that part of the debate today, is what 
is going to be the demand for this person's services. If one 
person is in place, then it would be his intent to respond to 
complaints. If there were no complaints, then he would do some 
checking of consistency. 

Senator Williams asked in Jim Wallace's option, is scaling 
usually right on. 

Jim Wallace, a scaler from the department of state lands, 
stated that the scalers are usually a little bit high, probably 
two to three percent, and they are usually very consistent. 

Senator Lynch submitted a letter for the record from Patrick 
L. Smith, who could not attend the hearing in opposition of HB 
169 (See Exhibit 7). 
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Representative Thoft closed by proposing an amendment (See 
Exhibit 8). The Montana logger's association used to be an 
association to'protect these kinds of people, now they protect 
the mills, because that is where the bulk of their money comes 
from. This bill has a lot of merit. They have been trying to 
get log scale legislation through this body since 1975, and the 
mills have been able to kill it every time it comes up. The 
federal government going broke by contributing three and a half 
cents to this program is absolutely ludicrous. One FTE can go 
find out what the problems are and can start doing something 
about it. Maybe the mills will start treating the independent 
loggers fairly with their scale. 

BEARING ON HOUSE BILL 241 

Presentation and Opening ~tatement by Sponsor: 

Representative Tim Whalen, sponsor of the bill, stated that 
HB 241 is a bill that provides an information gathering system so 
that we can methodically obtain necessary information. Not only 
to regulate, but also to understand what is going on as far as 
how insurance is being written in the state of Montana, claims 
that are being paid in Montana, how much money insurance 
companies are paying lawyers to beat claims in Montana, how much 
is being paid to administer claims so that we can get a handle on 
the when the insurance company comes in and makes representation 
about the state of the insurance industry, and ask legislature to 
help out with the insurance industry that we have that 
information available to ,us. 

Proponents' Testimony: 

Gary Neeley, an attorney from Billings, Montana, stated that 
he has represented the Montana medical association since the mid 
1970's. The type of legislation on the books that pertains to 
medical malpractice insurance is similar to this type of 
legislation that is brought here. This bill is absolutely 
essential to the legislative process, joint committees, interim 
committees, and the committee structure itself. He submitted 
more information (See Exhibit 9). 

Opponents' Testimony: 

Jacqueline Terrell, representing the American insurance 
association, spoke in opposition of the bill (See Exhibit 10). 

Gene Phillips, representing the alliance of American 
insurers and the national association of independent insurers, 
stated that there are several problems associated with this bill. 
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On page four, at line thirteen through nineteen, for one company 
they don't keep that for each state. They have net investment 
income for the company as a whole. It is not kept on a state by 
state basis. On page five, line thirteen, the question here is 
whether this applies to any use by anyone. Incurred expenses in 
all of the categories requested are certainly not allocated to 
particular classes. Any attempt to segregate any information in 
those classes would provide no benefit of any kind. On page 
five, line seventeen, this would be an entirely arbitrary 
allocation with absolutely no value. 

Brian Donahue, general manager of the USFth insurance in 
Helena, Montana, stated that this bill will ultimately drive up 
the cost of insurance for their customers. His company, along 
with others, are evaluating their long term strategies on a state 
by state basis. Today Montana is looked upon as a good place to 
do business. Our system is working well, and the consumer is 
being treated fairly. It is a very competitive climate in this 
state. Vote against this bill to preserve the favorable business 
climate in Montana. 

Roger McGlenn, executive director of the independent 
insurance agent's association of Montana, stated that he does not 
represent insurance companies, but he represents independent 
insurance agents across the state. Much of this data that is 
being requested in this bill is available to the Montana 
insurance department, and any other concerned person or group in 
the United States or in this state today. The national 
association of insurance commissioners (NAIC), have accelerated 
reports (See Exhibit 11). These reports contain much of what is 
requested by this bill, and provide the flexibility to request 
other things as the needs occur. 

Jacqueline Terrell, stated that Steve Browning, representing 
state farm insurance, asked her to stand and state his name in 
opposition of the bill. 

Questions From Committee Members: 

Senator Williams asked if Gary Neeley represents MMA. 
Gary Neeley replied that he was appearing as an individual 

on this bill today. 
Senator Williams asked what the auditor's department is 

going to do with all of this information. 
Susan Witte, representing the state auditor, Andy Bennett, 

replied that they will store the information, file it. * 
Senator Williams asked Representative Whalen why a fiscal 

note was not attached to the bill. 
Representative Whalen replied that the insurance 

commissioner indicated when the bill was in the house that it was 
going to cost fifty or sixty thousand dollars. 

Senator Kennedy asked why it will cost so much to get the 
information if it is so readily available. 

Gary Neeley replied that· the information is readily 
available to the carriers, but not to the public. 

Senator Noble asked how many calls do the commissioner's 
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office get wanting to know this information. 
Susan Witte stated that there are many calls on medical 

liability insurance. 
Senator Williams asked Susan Witte if this will add to the 

commissioner's office, what will they need if this bill is 
passed. 

Susan Witte replied that they would need one file clerk, and 
four file cabinets is what the commissioner figured she would 
need for this bill. That is why there is a fifty dollar fee. 

Senator Lynch asked why is it necessary that we get 
information from all fifty states rather than our state. 

Representative Whalen stated that the bill doesn't require 
that you get information from all fifty states. 

Senator Thayer stated that the insurance commissioner in the 
past has always brought us bills that conform to the model 
legislation that has been drafted by the national association, if 
this bill is so important to the insurance commissioner, why 
wasn't the bill drafted along model lines. 

Representative Whalen stated that model legislation doesn't 
necessarily serve this state in reasoning. 

Closing by Sponsor: 

Representative Whalen closed by saying that this is an 
extremely important piece of legislation. It is time that we 
have the information presented to us to determine whether or not 
what we did was appropriate. If that information is available to 
us we can determine whether or not insurance carriers are 
treating our insured in the state in a fair manner. 

HEARING ON HOUSE BILL 203 

Presentation and Opening Statement by Sponsor: 

Representative Sheila Rice, sponsor of the bill, stated that 
this bill makes a change in laws regarding usuary. The bill adds 
the words, on page one, line sixteen, "or a mutual stock or 
insurance company" to section thirty one, line one, one, one. By 
adding mutual and stock insurance companies we simply level the 
playing field. Mutual stock insurance companies are important 
lenders in Montana, especially in the agriculture sector. This 
is important because in order for the agriculture lenders to 
continue lending in Montana they need to be on the same 
competitive basis as banks, savings and loans, etc. Section two 
of the bill, was added by legislative council to make the 
language consistent. 

Proponents' Testimony: 

Art Matteucci, representing traveler's insurance company, 
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stated that he has an affidavit from Thomas Ellis (See Exhibit 
12). Insurance companies perform the same function as the other 
lenders listed under the definition of regulated lenders. There 
is no reason to exclude insurance companies from this group of 
entities which are exempt from usuary statutes. 

Gene Phillips, representing the national association of 
independent insurers and the alliance of American insurers, 
stated that they support the legislation. 

Jacqueline Terrell, representing the American insurance 
association, stated that this bill simply allows insurance 
companies to lend to businesses in the same way that a bank or 
credit union can lend to a company, business, or an individual. 
Montana's usuary laws are directed to contract or loans between 
private individuals, so there was a purpose to those being 
regulated in a different manner. This bill will encourage 
investment in Montana, it will be good for business in Montana, 
and it will be especially good for agriculture in Montana. 

Opponents' Testimony: 

Representative H.S. Hansen stated that initially this bill 
was presented as very simple bill. Reclass insurance companies 
so that they would be on a level playing field as a regulated 
lender. That bill does not do this. This bill puts money in the 
insurance companie's pocket. All that we are talking about with 
this bill is usuary section of law. Under the definition 
section, we are saying that we are going to make the insurance 
company a regulated lender. 

Questions From Committee Members: 

Due to time running out, Senator Lynch stated that this 
hearing will continue starting with the questions section, on 
Monday, March 18, at 10:00 a.m. 

Closing by Sponsor: 

Continued Monday, March 18, at 10:00 a.m. 

ADJOURNMENT 

Adjournment At: 12:30 a.m. 

BU031591. SM! 



JDL/dia 

SENATE BUSINESS & INDUSTRY COMMITTEE 
March 15, 1991 

Pa e 9 of 9 

DARA ANDERSON, Secretary 

BU031591.SMl 



.. \' 

V I S I 'l'OHS • Hr:C I STEP. ._-- _. ------

tV 4-'(. A! 5 ~} c_ J:: -V b. "l:.u s 
ALL I A-vc C A N1 C. ~ . ..,.... /oJ s.. 

" 

OSE': 

~r--=-----T-~..l.Y-I--=-V-tr--y------:. 

V 

#.11241 

(Ple.:lse leavl~ l>rC'lJilrc'd statement with SecretarY) 



--------
COM.i"11TTI::l:: ON ----------------------------------

. ....,) -
VISI'l'OHS' HEGIS'rER ... ----_._------ - .--. _. --.-------.,.----~~~--:----

Check One 
_____ N~J\M~E_· _______ 1--____ ._ BEP RES EN_1'_I __ NG._, ___ -t-B_1_L_L_' -+--:S:..:U;J;;;lp~p4o=-r =-t ~(:.r;)P::.t:.::::pIO:.:::S.!;..f: 

'---' ..... , I 

.. --------------1t-----------+----I----l..--

----------.---------------t-----------------------~-----~-----~-----... 

• 

--------------------~r-----------------------+------~------4------

... -----------------1----------------+------+------+..---

---------------------.-1---------------------~---+-----+-----
it. ---------------+----.. ---------+----+----J.---

--.----.------.--------j----------------t-----If---.---'----

... -----------------+-----.----------.---.-+-------1-----4----

----------------------+-----------------~----~------~--

--------------------~------------------+-----~-----~----

.. .----.---------+-----------------+----j~--~~---

------------------------+---------.---------------+-----~------~--

------------ ----+----------.--------+-----11------1---

... --------------_. -.----- .-----------+----4-----J----
_----__________ . ___________ . __ ... _____ --'-____ .L-___ l.---

(Please leavl~ lJrC'lJi.ln~d statement with Secretary) 



WITNESS STATEMENT 

To be completed by a person testifying or a person who wants 
their testimony entered into the record. 

Dated this \ s: day of H 11\~ c..~ \ , 1991. 

Name: ?A\R\C V( C. 0 IJ l)(;C L 

Address:;?8Lf Co 0 f>& R. 
~~M\L:rO.u M\ ~q<&Y() 

Telephone Number: 3£:> - :> ') Z& 
Representing whom? 

~OC~V ~e>uIJrA(a) coG 

Appearing on which proposal? 

Do you: Support? -- Amend? --
Comments: 

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY 



WITNESS STATEMENT 

To be completed by a person testifying or a person who wants 
their testimony entered into the record. 

Dated this 11'- day of J214~ , 1991. 

Name: Or:l- Ii " r- 1214J~e u c C ; 

Address: cQ. ye2 .(:- L/ T::fz ~ 4P. 

Telephone Number: ____ 2~~~ __ I_-___ ~_-_·~~~c~~=_ ______________________ __ 

Representing whom? 

Appearing on which proposal? 

Do you: Support? --- Amend? -- Oppose? ____ _ 

Comments: 

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY 



\' 

<n:NATE BUSINESS & INDUSTRY 
~. I 
EXHfltl NOI __ ., /~!-;-:G;:::-;-' -­
OATf g/!o L 1 / 
BtU m 1-/131 ('i1 

LOG SCALING 
STUDY 

Final Report to the 52nd 
Montana State Legislature 

Prepared by the Environmental Quality Council, 
December, 1990 



I. INTRODUCTION 

This is the Environmental Quality Council's final report to the 
52nd Legislature regarding the EQC Log Scaling Study. While 
making no recommendations regarding log scaling practices in 
Montana, the Council believes that the study provided a needed 
forum for interested persons to discuss the issues in an open and 
informal fashion. 

This report will briefly review the background and purpose of the 
study and present a summary of the public comments received by 
the Council. A brief review of log scaling programs in 
neighboring states is also provided. The Council hopes that this 
report will lead to a better understanding of the issues 
involved. 

A. Background 

Log scaling, in brief, is the measuring of a log to determine the 
amount of timber in that log. A number of different units of 
measurement exist but the most common is the "board foot", Le. 
a piece of timber one foot long, one foot wide and one inch 
thick. Loggers, and for the purposes of this report the term 
"loggers" includes anyone whose financial return depends directly 
on log scale, have expressed concern about the accuracy of log 
scaling in Montana. 

Bills authorizing state regulation of log scaling have been 
introduced during past legislative sessions, but none have been 
enacted. 

The 45th Legislature (1975) requested that the Legislative 
Council prepare a memo detailing log scaling practices in other 
timber producing states and outlining potential log scaling 
regulatory programs. No legislative action followed. 

A proposal requesting an interim study to: 

. • . undert"ake a comprehensive study of log scaling in 
Montana to determine the practicality of establishing a 
certification procedure for scalers in Montana, acceptable 
uniform standards of measurements, and regulatory procedures 
for log scaling .•. • i 

was defeated in the 47th Legislature (1981). 
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Lastly, the 51st Legislature (1989) appropriated $5,000 to the 
Environmental Quality Council: 

(f)or the purposes of conducting public hearings on problems 
associated with log scaling practices and their effects on 
the economic health of the timber industry and on the timber 
resource in Montana • • • • 

B. Purpose 

working within the broad guidelines set by the 51st Legislature, 
the Council developed a three phase log scaling study plan. 

The goals of the study were to: 

1. provide a public forum for interested Montanans to 
convey their views on log scaling issues to Council members; 

2. generate information on current log scaling regulations 
in other timber producing states; and 

3. ensure that log scaling practices are conducted in a 
manner that is consistent and fair to all persons involved. 

C. study structure 

The first phase of the study involved gathering information 
current log scaling practices in Montana and framing issues 
would be addressed by participants at the public meetings. 
Council hoped that by stating and publicizing the relevant 
issues, the public meetings would be more focused and more 
productive. 
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The following is an excerpt from the public meeting notices: 

. . 

'The)<purpos~of thepl.lblid·h~~rin~s is to provide a·. public 
forum for interested people<to present their viewson log 
scaliIlgtbthe Council. The Council will use these hearings 
to decide what further action is needed on this matter 
during the 1991 legislative session~ Ailyone having an 
interest in log scaling issues is strongly encouraged to 
attend. .' The involvement of people affected by log scaling 
is'crucialt6 thesucces.s of this study. 

Th~st~dy is currently focused on the following questions. 
These questions should be used only as a starting point for·. 
the public hearings. If there are other areas of concern 
involving log scaling in Montana it is important to let the 
Council know. 

1 . 
2. 

3. 

4. 

5. 

6. 

Are log scaling practices inconsistent in Montana? 
If log scaling practices are inconsistent, where 
are the problems? Is scaling inconsistent -
A. Within the mills? 
B. Between the mills? 
C. Between federal, state and private scalers? 

What is causing the inconsistency? 
A. . Type of scale used? 
B. Harvesting of smaller timber? 
c.Inadequate scaling? 
D.Intentional mis-scaling? 

How widespread is the problem? 
A. Mainly a small mill problem? 
B .. Mainly a large mill problem? 
C.Is the problem occurring statewide or is it 

localized or isolated? . 
How can the problem be corrected? 

A. Changing to cubic and/or weight scale? 
B:.· Independent check scaler program? 
C. Increased flexibility in mill contracts? 

Wh6should correct the problem, and who pays? 
A. Voluntary agreement within the timber 

industry? 
. B •... state regulatory program? 

7 •.... Ifldg scaling practices are not inconsistent, can 
. the perception of inconsistency be removed by 
increased communication within the timber 
industry? 

8 •.. Are there other concerns with log scaling that 
should be addressed? 
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The second study phase consisted of scheduling, publicizing and 
conducting the three public meetings. The Council attempted to 
ensure that the meetings were well publicized by sending out 
press releases to all area radio and television stations, weekly 
and daily newspapers, and timber trade publications. Information 
regarding the meetings was also sent to all interested persons on 
the Council mailing list. The meetings were all scheduled for 
saturday mornings to facilitate maximum participation by 
interested persons. 

The following is a summary of meeting locations, dates and 
approximate attendance: 

Location 

Missoula 
Livingston 
Kalispell 

Date 

April 28th 
June 16th 
August 4th 

Approximate Public 
Attendance 

75 
25 
25 

Different reasons for the relatively low attendance in Livingston 
and Kalispell have been suggested. Some observers believe that 
any problem, perceived or actual, with log scaling is a localized 
problem. This theory is supported by the fact that many of the 
people attending the Livingston and Kalispell meetings were from 
the Missoula area and had attended the Missoula meeting. other 
reasons for the low attendance at the last two meetings were 
logger frustration and the lack of confidence in reaching a 
solution. However, the Council also received unsubstantiated 
reports of logger intimidation, i.e. threats of decreased 
employment opportunities if the logger attended the public 
meetings. 

The last phase of the study involved the compilation and review 
of the comments generated at the public meetings and of the 
relevant information from other timber producing states. 

II. SUMMARY OF PUBLIC COMMENT 

Note: The following is a summary of public comments received by 
the Council at the public meetings. It is included here to 
encourage a better understanding of the issues. While the 
information below is a fair representation of the comments 
received, the Council can take no position on the factual 
accuracy of the views expressed by the meeting participants. 
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A. Loggers 

From the comments received in the three public meetings, the 
apparent underlying problem with log scaling in Montana is that 
the loggers do not trust the mills to give them an accurate 
scale. The specific problems, and potential solutions, mentioned 
most often are listed below. 

1. The scaling is not fair. 

(a) Overruns - Most mills actually realize between one and 
one half and two board feet (BF) for every BF for which the 
logger is paid. Many of the lo~gers said they felt that the 
mills are "stealing" this wood from them. 

What is causing the overrun? 

(i) Scribner decimal "c" scale - This scaling method, 
the most commonly used in Montana and other states, is 
outdated and cannot accurately scale the new smaller 
diameter logs. Decimal "C" was originally designed to 
include taper and defect, but this is now figured separately 
and subtracted from the gross scale without any 
corresponding "credit" given to the logger. Additionally, 
the saw kerf in the decimal "C" was designed at 1/4 inCh, 
the kerf is now 1/8 inch, again with no corresponding 
"credit" given to the logger. 

(ii) Cull logs - Any log that has over 50% defect is a 
cull log and most mills will not pay for it. However, some 
mills can still use the cull logs for chips, etc. The 
logger cannot get the cull logs back. 

(b) Mis-scaling - The scalers are not independent. They 
are paid by the mills, and even if they do not intentionally mis­
scale the logs, there will be pressure to make sure that their 
"employer" comes out on top. This perception of potential bias 
may be the largest reason for the distrust between the loggers 
and the mills. 

(c) No recourse for a logger with a complaint. If a logger 
complains about a scale, the logger must complain to the mill. 
If the mill does not agree, or does not fully agree, with the 
logger about an incorrect scale, the logger can go to no one 
else. It is also difficult for a logger to challenge the mill on 
a particular scale because of the "yard" practice of putting a 
scaled load on the deck, with other logs, as soon as possible. 
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After a scaling problem has developed, it is possible for a 
logger to employ, often at the logger's expense, a check scaler 
on a particular load of logs, but this does not solve the problem 
of the first questionable load. And even if the mill is "caught" 
with a bad scale, the logger can do nothing about it. A legal 
action, or even complaining too loudly, will only get the logger 
"black-balled" in the area. 

2. The scaling is inconsistent. Despite the dissatisfaction 
with the decimal "C" scale, most loggers agreed that if the scale 
was consistent, they could live with it. 

What is causing the inconsistent scaling? 

(a) Mis-scaling - (See 1. (b) above) 

(b) Inaccurate scaling - Montana has no. scaler 
certification process to ensure that all scalers are at least 
minimally proficient. 

(c) Destination dependant scaling - Loggers have noticed 
that logs of similar quality will be scaled differently depending 
on the ultimate use of the logs. A BF of one tree should be the 
same as a BF of any other tree. It should make no difference 
whether the log is being sent out of state, sent out of the 
country, used for log homes, veneer, poles, posts, 2x4's etc. 

3. How can the problem be corrected? 

Most loggers stated that getting paid by weight is more 
consistent than the decimal "C" method. However, most loggers 
also stated that, for various reasons, they do not support a 
state law requiring pay by weight. There were many comments 
regarding the shift to the "cubic" scale. This would remove some 
of the problems with decimal "C", e.g. failure to account for 
taper. But regardless of the type of scale used, if the mills 
are not consistent, the loggers felt that the underlying problem 
of mistrust would remain. The following potential solutions were 
suggested at the public meetings. 

(a) Use independent scalers, paid by both the loggers and 
the mills. This would remove the appearance of bias on the part 
of the scalers. 

(b) Create a state agency, with enforcement power under the 
Weights and Measures Bureau of the Department of Commerce, to 
randomly spot check scalers. Even using independent scalers, 
most loggers want someone to go to if there is a disagreement 
over the scale. This state check scaler must have the authority 
and ability to ensure that the loggers get a fair scale. 
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B. Montana Wood Products Association (MWPA) comments 

The MWPA, generally representing the mills, believes that the 
underlying mistrust between the loggers and the mills sterns from 
an incomplete understanding of both the scaling practices and the 
important role individual contracts play in the entire scaling 
process. 

1. Overruns 

Responding to specific logger comments, the MWPA emphasized that 
overruns, taper, and the new narrower kerf, are all included into 
the calculations that determine the total cost of a timber sale. 
For example, while it is true that the mills commonly receive one 
to two times as much timber as they pay for by scale - this 
"extra" timber is included in the equation that determines how 
much the mill pays per BF. In other words, if the mills reduced 
their overrun, i.e. actually received the same amount of timber 
that was scaled, the purchase price of that timber would 
decrease. So while the logger would get a higher scale, the 
timber would be worth less and the logger would end up with the 
same amount of money. 

2. Cull logs 

The MWPA stated that a log must now contain at least 66% defect, 
i.e.-unusable timber, before it will be classified as a cull log. 
MWPA also stated that the cost of handling a cull log through a 
mill exceeds the value recovered. 

3. No recourse when scaling problems arise 

The MWPA stated that, to their knowledge, all major log yards in 
Montana are open for check scaling. When buying timber from 
state, federal or large industrial entities, the mill scale is 
regularly check scaled by the sellers. The mill scale is usually 
higher, to the mills disadvantage, than the check scale. There 
are consultant foresters and check scalers available in Montana 
but there has been little interest on the part of independent 
loggers to pay for use these services. 

4. Scaler proficiency 

The MWPA agreed that Montana has no scaler certification program, 
but went on to say that many scalers in Montana have been 
licensed in other states, attend periodic scaling workshops, and 
belong to professional scaling societies. 
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5. Contracts 

The MWPA emphasized that most of the problems identified by the 
loggers could and should be addressed through the contracting 
process. The contract can specify the type of scale used, 
establish appropriate taper, reserve the right to use a check 
scaler, etc. 

6. Education 

The MWPA informed the Council that it would sponsor an education 
program involving landowners, loggers, mills, and scalers, to 
provide information on scaling practices and the importance of 
contracts. Representatives of the Montana Loggers Association 
also supported the program. 

III. OTHER SCALING PROGRAMS 

The following is a brief review of the scaling programs in other 
timber producing states. More complete information on these 
programs is available from the Council staff. 

A. Idaho 

Idaho requires that all log scalers be licensed by the state. 
The licensing procedure involves a written and practical 
application test. Licensed scalers are checked every two years 
by state check scalers to ensure compliance with state standards. 
If the licensed scaler is located in another state, the scaler 
must travel to Idaho every two years for relicensing. A Board of 
Scaling Practices, funded by log purchasers, oversees'the 
licensing and scaling standards. 

B. Oregon 

Scaling bureaus, independent of either industry or public 
agencies, scale logs in Oregon. The timber purchaser is required 
to pay the scaling bure~u. 

C. Washington 

Washington also uses independent scaling bureaus. But log 
scaling costs are split between the purchaser and the seller. 
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IV. CONCLUSION 

After recelvlng the public comments regarding log scaling 
practices in Montana and information regarding log scaling 
regulation in other states, the Council decided to prepare this 
report and transmit it to the 52nd legislature with no final 
recommendation. The Council decided that, while a problem 
exists, the scope of the problem was insufficient to warrant 
further Council action. The Council hopes that the information 
included in this report will assist individual legislators to 
better understand the issues. 
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TESTIMONY OF DON ALLEN 
EXECUTIVE VICE PRESIDENT 

MONTANA WOOD PRODUCTS ASSOCIATION 
BEFORE SENATE BUSINESS AND INDUSTRY COMMITTEE 

MARCH 25, 1991 
REGARDING HB 169 

Mr. Chairman, Members of the Committee: 

For the record my name is Don Allen and I am the Executive 
Vice President of the Montana Wood Products Association 
headquartered in Helena. 

MWPA's membership includes Montana wood products facilities 
including small, medium and large sized operations which account 
for over 90% of the log processed in the State, several secondary 
manufacturers, and a substantial number of businesses which are 
dependent on a healthy forest products industry. 

We totally agree with the conclusion reached by the EQC to 
make "no final recommendation" (I have furnished the Committee 
with copies of the EQC Report. For the most part the proponents 
you have heard from today were the ones who testified at three EQC 
hearings. The industry participated in the three hearings held 
last year by the EQC. 

The EQC studied many important issues during the interim and 
has recommended several significant pieces of legislation to this 
Legislature. I think it is worthy to note that the Council 
concluded that while there are some concerns related to log scaling 
"The problem was insufficient to warrant further action". 

Representative Jim Elliott during floor debate, stated that 
after attending the EQC hearing in Kalispell, He ran an ad in four 
newspapers in his area and received only one call from a logger 
that thought there was a problem. 

We recognize and appreciate the fact that the concerns of the 
proponents are sincere and that some problems exist in 
understanding the complexities of scaling itself but more 
importantly we believe that most of the distrust that exists 
resul ts from a lack of knowledge and the understanding of the 
requirements of the various mills which are reflected in the 
contracts between the mills and logging contractors. We have 
pledged to conduct a series of ongoing workshops (starting late 
this spring) which include'loggers, foresters, and landowners to 
bring about a better understanding of scaling and contract 
provisions. 

We strongly obj ect to suggestions that loggers have been 
deliberately shortchanged by scaling practices by the mills. One 
and a half years ago, when this charge first surfaced, I stated 
that if there was evidence that any mill had committed a crime that 
charges should indeed be filed. Any business regardless of size 



or what product or service it is involved in cannot long survive 
if it has a policy of dealing unjustly or dishonestly with those 
they buy from to sell to. 

We have always expressed a willingness to seek a method of 
addressing the real issue i.e., dispute resolution. Our 
suggestions in that regard have not been well received by the 
proponents and now .HB 169 is before you. 

Speaking of Forest service lands, undoubtedly the Forest 
Service, the Bureau of Indian Affairs, and the state Lands 
Department will file for exemption from provisions of HB 169. This 
will leave private and fee timber with the burden of financing the 
costs of implementing the legislation. 

others will address specifics of these general points in the 
bill" 

o The frequency that the one check scaler called for in the 
bill cannot possibly conduct enough check scales to serve 
as determent as specified in the bill (p.2, line 14). 
As with all earmarked funds pressure will always be to 
hire more people and guess who will have to pay for the 
additional costs of a growing bureaucracy. If it is 
indeed a statewide problem and legislation is needed 
(which we to not think it is) then general fund dollars 
should pay the cost. 

o The 7 1/2 cents/1000 bd. ft. funding should not have to 
be paid on logs purchased by the ton - which is about 70% 
of the total 

o Check scales by independent firms have indicated that 
scales run high most of the time so the scales will 
undoubtedly go down (i.e.: less dollars to the logger) 
if a qualified check scaler is hired by State. 

o The Department of State Lands already has a check scaling 
system in place with expertise. No need to create new 
bureaucracy. 

o L09 scaling requirements in Montana re by contract. By 
allowing only F.S. handbook provision would limit needed 
flexibility necessary in contracts (to meet specific mill 
needs) and in fact, would probably nullify existing 
contracts. 

o The bill imposes requirements that depart from language 
in F. s. handbook but then contradicts by saying the 
handbook will be abided by. 

o The bill is unclear about what is meant in regard to 
public property. 



This legislation will add one more negative impact on the 
industry, the timber area communities, and the families who work 
in or depend on the wood products industry. It will in fact, hurt 
those it would supposedly help. This at a time when the industry 
is struggling as mills close or curtail operations. 

The Forest Service has been meeting only 57% (compared with 
over 80% in Idaho) of its allowable sale quantity (ADQ) targets in 
Montana resulting ind High stumpage prices, which along with recent 
market pressure is causing serious concerns. 

I respectfully urge you to give this bill a do not pass 
recommendation. 



Mr. Chairman: 
Members of the committee: 

My name is Mike Atwood, as a person who not only buy's logs but 
sells logs to mills in Montana. This bill takes away my ability 
to get a cash adjustment if I hire a check scaler and prove that 
I have been short changed by the mill. It does nothing for me as 
a log seller. 

In addition, I will have to pay for an unnecessary state Scaler. 
\_ I recently sold several hundred loads of logs to a mill. I wanted ~ 
f\,W't ~ check scaler and the mill agreed to split the cost of a 

qualified check-scaler and agreed to adjust if necessary to zero. 
The present system gives me, as a log seller that opportunity. The 
result was satisfactory. 

In scalers terminology, this bill is a "cull", it is full of 
defect, and it is certainly not worth buying. It doesn"t do 
anybody any good, and it belongs out in the bone-yard. 

Mills are closing allover Montana, this is not a time to place 
unnecessary burdens and increase the State bureacracy on the" backs 
of the industry. 

Thank you, 



STATEMENT OF 
ERNIE NUNN, FOREST SUPERVISOR, HELENA NATIONAL FOREST 

NORTHERN REGION FOREST SERVICE 
UNITED STATES DEPARTMENT OF AGRICULTURBlNATE BUSINESS & INOUSTRY 

Before the 
Business and Industry Committee 

State of Montana - Senate 

Concerning HB 169 

·7 

EXHf91T NO J 
~"=721i-S""'7"·/-rC.-7 -/ -

DATE f, . _ 

BtU NO. 1/6 7 ~ Cz , 

Creating a timber scaling check program within the Department of Commerce; 
creating and establishing duties for a timber scaling review board; 
establishing fees to fund the timber scaling check program; creating a timber 
scaling special revenue account; amending sections 76-13-408 and 76-13-414, 
MCA; and providing an effective date of July 1, 1991 and a termination date of 
July 1, 1993." 

March 15, 1991 

CHAIRMAN LYNCH AND MEMBERS OF THE COMMITTEE: 

Thank you for the opportunity to offer our views on HB 169. The bill, as. we 
interpret it, is proposed to ensure accurate and consistent timber scaling 
practices in Montana; something which already exists on National Forest timber 
sales. The bill, as presently written, makes no distinction between private 
and federal government timber. We recommend that language be included in' the 
bill which excludes Federal government timber from these requirements. 
Rationale for this is that the government is presently doing what this bill is 
intended to do. Guidelines have been set up to scale and check scale federal 
government logs using the National Forest Log Scaling Handbook. Standards have 
been established for scalers, as well as a system for adjustments when scalers 
are outside established standards. 

Another consideration would be relative to associated costs of implementing 
this bill on National Forest lands. The bill calls for the establishment of a 
fee of 7.5 cents for each thousand board feet of timber. Based on harvest 
figures for FY 1990, this translates into a reduction of approximately $37,000 
of Forest receipts. This would in effect be duplicating a cost for a service 
which our agency presently provides on national forest lands, thus increasing 
purchaser costs for harvesting timber. This would cause lower stumpage rates 
which would then ultimately tranlate into reduced receipts to the counties for 
schools and roads. 

The use of the National Forest Log Scaling Handbook has been adopted as a guide 
by many Federal and State agencies and independent scaling organizations. 
Should this bill be enacted, with our recommended amendments, we would 
encourage the continued use of this handbook. 

Mr. Chairman, this concludes my formal testimony. I would be happy to answer 
any questions the committee may have. 



HB169 Timber Scaling Check 

Mr. J. D. Lynch, Chairman, Senate Committe on Business & 

committee: 

I am Jack Mahon, Operations Manager of R-Y Timber, Inc., a lumber mill at Townsend, MT. 

This bill did not start out as a good hill and the fact that it has been drastically 

changed is poor testimony to its need in the first place. Ironically, it still is 

not a good bill, even after the changes. 

There is no widespread problem with log scaling in }fontana. In fact the Environmental 

Quality Council, after hearings across the state this past year, found no reason to 

recommend a bill. Also, the Department of State Lands' audits of check scales found 

that state-wide average log scale is 3% high. 

Even as this modified bill now exists, it would hurt those it seeks to protect. 

For example: 

Item 1. A second offense overscale of logs (note, I'm talking overscale) would 

cause the mill to be fined $5,000. Where is the benefit to the logger? All he 

gets is the privelege of having to be audited. Also, the fine reduces the mill's 

ability to pay an adequate contract rate. 

Item 2. The $0.075/MBF fee to the state, while it isn't a large amount, 

reduces the profitability of the mill and its ability to pay the logger an 

adequate contract rate. 

There is no explanation in this bill as to whether logs would be checked in the woods 

by the State and then compared to scale in the millyard. If this were done, it 

would not be a valid comparison. It would be impossible for the mill scaler to be within 

tolerance. Also, if the logs were chosen in the woods by the State, it would 

violate the random sampling procedure universally used in log scaling, so that in extendin~ 

the sample scale to determine the total scale, you would not have a valid total scale. 

I think it is a shame to force this bill on the seller and buyer. The existing system 

is working well for all concerned. What we all need from the legislature is more 

thought to what can be done to encourage business and industry and make them more 

profitable. They need flexibility, and this bill certainly would not enhance the 
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TESTIMONY OF PATRICK O. CONNELL B.SC.RC 
FORESTER 

ROCKY MOUNTAIN LOG HOMES - HAMILTON, MT 
BEFORE SENATE BUSINESS AND INDUSTRY COMMITTEE 

MARCH 15, 1991 
REGARDING HB 169 SEHATE BUSaU:$:) & ,"OUSlift 

exmBIT NO..5" • .-)' '---Ie DATE~yl S , I I doC 

Mr. Chairman, Members of the commi ttee:1I1 10. 1-1-/:1/ ,~, 7 __ 
For the record my name is Patrick o. Connell and I 

am the Resource Manager of Rocky Mountain Log Homes in 
Hamilton. 

Rocky Mountain Log Homes is a Hamil ton based Montana 
corporation directly employing up to 70 people at our 
manufacturing facility and up to nearly half again as 
many through logging services contracts. My firm had in 
1990 $7 million combined in domestic and international 
sales, and is recognized as the largest house log 
manufacturer in Western North America and in the top 5 
firms nationally. 

I have been retained as Resource Manager by Rocky 
for over three years, and have over 22 years experience 
in the woods. I am a graduate forester from the 
University of Montana, Class of 1973 and have held 
various chairs within the state Society of American 
Foresters. I successfully passed my first scaling school 
held here in Helena in 1974 and have, along with other 
duties, practices the art of scaling since. For the last 
five years, I have been licensed by the State of Idaho 
as a scaler. 

Neither my company or I personally support this ill 
prepared and badly worded piece of legislation. Three 
fundamental definitions are lacking: 

1. Scaler: Under this bill there is no basis of 
ability to scale, or required qualifications 
for an individual to measure up to to 
effectively earn the title of scaler. 

2. Handbook: The US Forest Service Handbook 
speaks to Scribner Dec. C limited either by 
16ft or 20ft maximum scaling segments. 
Furthermore, this handbook includes smalian 
cubic measure, and 1/4 inch international 
scale. This legislation doesn't speak to the 
fundamental technique, much less such options 
as standard or actual taper. 



3. Check Scaler: Any individual that reviews 
another's original scale performance may be 
comparing scales. This activity doesn't make 
a check scaler. Nor is such a position's 
qualifications adequately defined. Check 
Scaling often requires a consensus of opinion, 
and a single check scaler precludes a consensus 
of experiences. 

This legislation, while pointing to the US Forest 
Service scaling handbook as a guide, rejects the same 
manual's basis for a check scale: 200 logs and 10 mbf. 

Reading the bill, I assume this bill covers all 
sources of timber. Rocky Mountain Log Homes acquires 
wood from Wyoming, Idaho, Eastern Oregon as well as 
Montana. We already pay Idaho State a scaling fee for 
wood obtained from that state. This bill creates 
confusion and conflict with the existing Idaho law. 

Forcing a scaling technique for a special products 
firm will result shortly with its closure. The handbook, 
using Scribner Dec C dictates a scale volume to a 5.6" 
small top log. There are NO houselogs produced this 
small. A 10" raw log in our business could produce a 9" 
diameter finished houselog. This same raw log with 50% 
rot would have net scale; however, none of our customers 
want a log that is 50% rotten! We can't sell it, we 
can't buy it. Special product firms must be able to 
continue offering a premium price for specific, market 
sensitive resource. Further, such firms must continue 
to be able to refuse payment for logs inappropriate for 
special manufacture. 

I will speculate that many very small businesses in 
Montana that currently purchase logs would go out of 
business with this legislation enacted. Mom and Pop 
firms that may now acquire logs by load or linear foot 
may neither have the expertise or ability to afford the 
expertise to buy on Scribner scale due to the size of 
their business. 

In closing accurate scale responsive to purchase or 
service contracts is good business. This bill is bad for 

the logger, for manufacturers and for Mon~:~tttdl~ 

Patrick O. con~ell~~ 
Forester 



BEFORE 

TESTIMONY OF DONALD RUMMELL 
RESOURCE TECH AND SCALER 
DARBY LUMBER - DARBY, MT 

SENATE BUSINESS AND INDUSTRY 
MARCH 15, 1991 

REGARDING HB169 

Mr. Chairman, Members of the Committee: 

SENATE BUSINESS & INDUSTRY 
EXHIBIT NO {. 

-=--~---
OAT£.. ,:::/1/;;"/ ; / 
etU. NO. IJd I (.7 %' 

COMMITTEE 

I have a total of 37 years of scaling experience - 27 years 

with U.S.F.S. I have been check scaled by 11 different U.S.F.S. 

check scalers by all the company that buy and sell logs in Western 

Montana and three different logging and sawmill Associations. Also 

by third party check scalers. I have also done check scaling on 

F.S. Scalers, and company scalers that DSL sells logs to. In the 

37 years I have had 2 check scale out of bound both of these 

U.S.F.S. check sales. In my check scaling of other scalers, I have 

never found a case of deliberate cheating. Any difference in the 

scale was a case of missing defect or mistaken understanding of the 

contract. 

The statement was made at the EQC meeting in Missoula by third 

party check scaler that in the majority of his check scale made 

that the company scaler was high. 

This law will override the contract and drastically reduce the 

flexibility to do business between buyer and seller. 

Will not hold small logger. It is my opinion that the scale 

will go down. The cost of this bill will be paid by the seller or 



logger "Quote the purchaser of the slash permit will pay the 7 1/2 

cents also how will it be audited by the state. 
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uMAO 

THE CONFEDERATED SALISH AND KOOTENAI TRIBES 
OF THE FLATHEAD NAnON 

p,a.8Oxm 
Pablo, Montana 598" 

(408) 87&-2700 
FiX (406) 87s-2808 

.IoIsph E. DupUit • ExtcutIYe Secretary 
Vern l. ClaIrmont • ExtcUtiv. T,eauer 
Bernice Hewankorn • Sergetnt-af.ArmI 

March 15, 1991 

Senator J.D. uynch 
Chai:rman 
Business and Industry Committee 
Montana Senate 
State capitol 

Dea.r Senator Lynch: 

I am sorry that I am unable to attend the hearing on House 
Bill 169 this morning. would you please include the 
testimony of the Confedered salish and Kootenai Tribes as 
pa.rt of the recorCi of the hearing. As you can lIIee by our 
.~Et.tlJx,\ony, ... ",~~e .. rrr1besar.e oppoaed to the bill in ita present 
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MAR 15 '91 10: 01A!'1 INDIAN LAW RES eTR MONTAf'lA 

TBSTIMONY 

HOU8. B111 1651 

The Confederated Saliah and Kootenai Tribes of the' 

Flathead Nation harves~ on an annual ba~i8 some thirty-eight 

million (38,000,000) board teet of tintber par year. The 

Flathead Reservation, located in we.tern Mont~na. contain. a 

vast amount of torest land and the Tribe. vi;orously manage 

thr •• hundred twenty-two thousand (322,000) Acree of 

commercial forest lands. 

The Confederated Tribes ara concerned wi.th Houma Bill 169 

and any state attempt to apply this proposed law to the Tribes 

or any Indian owned timber. Currently. reservation Indian 

owned timber ia sealed b~ the Bureau ot Indian Affairs (BlA). 

Our timber is prooassed by mills both on and otf the Flathead 

Reservation. Any state fees charged against Tribal/Indian 

timber we view as an unlawful infrin;ement by the state upon 

trust resources. We lee no need tor application of this law 

to Indian timber harvests 1 where such t.imber it; scalea by the 

United states due to'our treaty status. Our unique treaty and 

politieal statue would leqal1y exempt us from any application 



l'lHh: 1::> ":;1 W:~:HHI'I 11ilJ1Hli LHW k:t:..:;, l..,1k: l'IVliIHI1H F'.3d 

. 
of th1. law, eapecially any attempt to colleot tees for a 

stete of Montana Icalin9 aotivity • 

. The Tribe., at this time, must oppoa. this leCJialation • 
.. 

However, the Tri~es may reconsider this position if amendment. 

are added, either exemptin9 Indians trom the bill or state 

acoeptance of the federal scale figures trom th~ BlA. 

Thank you tor consideration given the Confederated Saliah 

an~ Kootenai Tribe.' testimony. 
., 

PAGE :2 



Amendments to House Bill No. 169 
Third Reading Copy 

Requested by Rep. Thoft 

safATE BUSINESS & INDUSTRY 
EXHum NO._~()r.....7_.,..--__ 

OAT£. 8/15-/7 / 
8tU. tro. IJ-{~ /Z r; 

For the Senate Committee on Business and Industry 

Prepared by Deborah Schmidt 
March 13, 1991 

1. Page 11, line 7. 
Following: "July 1," 
strike: "1993" 
Insert: "1995" 

1 hb016901.ads 
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ANNUAL SlAlEIUlI1 fOR tHE lUI 1m OF t\lE IIISUWC£ caIFOUllal Dr AXLRICA 

SUPPLEMENT "A" TO SCUEDULE T 
EXHIBIT OF MEDICAL MALPnACTICE PREMIUMS wmnEN IOt' ....... \I .. I,po .. ~ .. h~ .... 
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--------------~--~~~~~~~~~~~~~~---.----~----
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BEFORE RESERVES - EXCESS DOLLARS OVER EXPENSES AND ACTUAL PAID 
LOSSES: The Montene Experience In Medical Kalpractic. - 1981 
Through 1986 

~--KEDlCAL MALPRACTICE. 1981-1986~ HONTAHA------------------~ 

Het Gein. And Loaae. On Paid Lo.... a.for. lnv •• t •• nt. And 
Reaerve. For Unpeid Clei •• 

Yeer 

1981 
1982 
1983 
1984 
1985 
1986 

PREMIUHS 
EARNED 

93.303.295 
1!13.395.211 
83 .. 643 .. 015 
S3 .. 774 .. 040 
85 .. 039 .. 701 
86 .. 389 .. 076 

825.744.338 

LESS: Deductions 

Lo •••• 
Peid Out 

8615.492 
111.032.814 
92 .. 270 .. 483 
92.270,084 
113 .. 844 .. 661 
83.300.783 

813.334.317 

NET BEFORE 
Exp.n... INVESTKEHTS 
Incurr.d & RESERVES 

81.341.039 S1.~46 .. 764 
.1~432 .. 732 8929 .. 665 
81~616.124 (.243~:592) 

81~880."32 (.376~476) 

82 .. 0~9.645 (.864~605) 

82 .. 315.231 .773~O62 

810 .. 645.203 81.764 .. 818 

r---~·~EDICAL HALPRACTICE~ 1981-1986~ KOHTANA------------------~ 

Exc ••• lnco.e Ov.r E~p.ns •• And Actual Paid Lo •••• B.for. 
Re.erve. For Unpaid Clai •• (Actually P.nding or Anticipat.d) 

BEFORE RESERVES: 
EXCESS IHCOKE 

NET BEFORE OVER EXPENSES 
INVESTMENTS INVESTHENT AND ACTUAL 

Year & RESERVES INCOME· PAID LOSSES 

1981 81 .. 546.764 8575.637 82 .. 122 .. 401 
1982 8929.665 8741 .. 930 .1 .. 671 .. ~95 
1983 (6243 .. :592) 8761.940 8518 .. 348 
1984 (.376.476) 8951.742 .575.266 
1985 (8864.605) "1.802.609 8938 .. 004 
1986 8773.062 81 .. 989 .. 119 82.762.241 

.1.764.818 86.823.037 .8.:587.855 

Data Fro. Annual State •• nts of Carrier. On File With 
Montana COMMi •• ion.r of Insurance And Carri.r R.cord •• 



UNDERWRITING GAINS & LOSSSES - NET INCOME & LOSSES: The Montana 
Experience In Medical Malpractice - 1981 Through 1986 

~EDICAL MALPRACTICE. 1981-1986. MONTANA 

"antana Underwriting Gain. And Lo •••• 

LESS: D.duction. 
UNDERWRITING 

PREMIUMS Lo •••• Exp.n ••• GAIN OR 
Year EARNED Incurr.d Incurr.d LOSS 

1981 83.~03.295 s2.485.4~4 SI.341.039 <8323.198) 
1982 .3.39~.211 .4.871.378 *1.432.732 <82.908,899) 
1983 .3,643,015 .4.2~3.~73 sl,616.124 <.2.226.682) 
1984 153,774,040 8992.319 81.880,432 8901,289 
1985 8~,O39.701 89,141,623 152.0~9.64~ (1S6.161,!567) 
1986 .6 .. 389.076 86.853.865 :J2 .. 31!5.231 (.2.780,020) 

*25 .. 744 .. 338 S28.598,212 .10.64~.203 <.13.499,077) 

Data Froa Annual Stateaent. of Carri.ra On File With 
"ontana Coaai •• ion.r o£ Insuranc. And Carrier Record •• 

MEDICAL MALPRACTICE. 1981-1986. MONTANA 

Kontana Net Gaina And Loeee. 

UNDERWRITING· 
GAIN OR INVESTMENT HET 

Year LOSS INCOME INCO"E/LOSS 

1981 (8323,198) 8575,637 82!52,439 
1982 (82.908.899) 8741,930 <82.166.969) 
1983 ($2 .. 226.682) 8761.940 (.1.464.742) 
1984 8901.289 8951.742 81.8~3.031 

1985 (e6 .. 161.~67) 81.802 .. 609 (84.3~8.9~8) 
1986 <82.780.020)· 81.989.179 <8 790.841) 

<.13.499.077) 86.823 .. 037 <.6.676,040) 

Data Froa Annual Stateaents of Carrier. On File With 
Montana Coa.i •• ioner of Insuranc. And Carrier Record •• 
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Enclosed are the following Professional Liability reports for Utah 1-1edical 
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SENATE BUSINESS & INDUSTRY 

£XH'BIl NO / t> . 
DATE ,3)1 S->(f( 

STATEMENT OF Flu {-:}-L// 
AMERICAN INSURANCE ASSOCIATION 8IJ.. fIO. __ --------­

BY 
JACQUELINE~. TERRELL 

RE: HB 241 

Mr. Chairman and members of the committee: 

My name is J acquel ine Te r rell Lenmar k. I am a lawyer from 

Helena and a lobbyist for the American Insurance Association. The 

Amer ican I nsu r ance Association is a national trade association 

that promotes the economic, legislative, and public standing of 

its some 240-member property-casualty insurance companies. The 

Association represents its participating companies before federal 

and state legislatures on matters of industry concern. 

We, the Amer ican Insu rance Assoc ia t ion, oppose House Bi 11 

241. 

While the stated purpose of Representative Whalen's bill is 

"to protect Montana insurance consumers, while making property and 

casualty insurance more available in this state," it fails on both 

counts. 

The bill does nothing to protect Montana insurance consumers. 

Rather it requires the storage of enormous amounts of information 

regarding insurance companies authorized to do business in 

Montana, as a prerequisite to doing business in this state, while 

making no provision for its use, indexing, or retrievable. 

Further, it adds a penalty disproportionately severe to a 

violation of the law. Rather than making insurance more available 

to consumers in Montana, the bill will have the inevitable affect 

of further reducing the quantity and variety of insurance products 

available to Montanans. 
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Further, responding to these detailed data requests would be 

enormously costly to insurance companies, in terms of both 

expenditures and person hours. The claims data requirements of 

this bill could virtually paralyze an insurer's claims operations, 

potentially delaying indemnification of needy claims. At some 

point these requirements will override the benefits of doing 

business in a state that represents only 3/10 of 1% of the market 

share. The costs of reporting will certainly be reflected in 

future marketing decisions. 

Addi tionally, we urge you to carefully consider the cost of 

th is leg is la t ion to 

companies licensed to 

Montana. This bill 

Montana. There 

sell property and 

are approximately 

casual ty insurance 

seeks specific information 10 lines 

640 

in 

of 

liability insurance and five subcategories of automobile insurance 

for each insurer for all 50 states including 5 years preceding the 

effective date of the bill. While Representative Whalen I s bill 

calls for the Insurance Commissioner to store this information and 

make it available to interested persons and legislative commit~ees 

on re quest, any ret r ieval of this information necessar i ly 

contemplates processing and indexing it in some manner. The 

quantity of information requested alone is staggering. The cost 

of such storage and processing will be significant. 

The bill ignores information already available to Montana 

consumers and legislators through other national data collection 

sources far better sui ted to efficiently store and analyze the 

data this bill seeks. A careful review of 33-16-105, -202, -203, 

-204, and 33-23-311, MCA, for example, clearly demonstrate that 

- 2 -



sufficient data already is available through the Montana Insurance 

Commissioner to achieve the stated objectives of this bill. 

(Copies of relevant statutes are attached for your information.) 

To the extent that further information would be useful, that 

informa t ion is al ready be ing compiled by var ious national 

organizations. 

The insurance industry already provides more data than any 

other comparable segment of the Amer ican economy. Insurers long 

have provided state legislators, regulators, and statistical 

agents with extensive data detailing their claims experience, 

financial condition, and rating calculations. In addition to 

state-specific information, insurers provide data detailing their 

nationwide operations to federal agencies such as the Internal 

Revenue Service (IRS) and the Securities and Exchange Commission 

(SEC), as well as to the National Association of Insurance 

Commissioners (NAIC). While much of this information has been 

available for many years, new reporting requirements have been 

added recen tly to prov ide more deta i led informa tion for speci f ic 

lines of business (such as medical malpractice and products 

liability) . 

Any new insurance data collection requirement is unlikely to 

greatly enhance an understanding of the liability system, for 

reasons that include the following: 

(l) The broad collection of past claim data is virtually 

useless as a way of predicting future claims costs. 

Such raw data--absent expertly-developed trend factors 

and underwriting judgments--are not useful in predicting 
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future prices, since individual company expense factors 

and market variables are interposed between cost 

projections and pricing decisions. 

(2) This particular bill makes no attempt to limit data 

requested to troubled lines of insurance or to link the 

losses paid to the premiums written or earned. 

(3) A growing proportion of commercial risks are not insured 

by the kinds of carriers that are likely to be the 

target of collection legislation. Self-insurers, risk 

retention groups, and surplus lines companies are not 

currently represented in any data pool, yet are critical 

for understanding the total picture. 

The NAIC has adopted a Model Regulation to Require Reporting 

of Financial and Statistical Data by Property and Casualty 

Insurance Companies. It was developed by the NAIC after a year of 

deliberation to promote uniform state data collection. The NAIC 

also has adopted a biennial closed claim survey for commercial 

general liability coverages, which was conducted for the first 

time in 1990. The survey included 44 thoroughly researched 

questions relating to bodily injury and should be sufficient to 

satisfy any closed claim data requests for general liability 

coverages that may emanate from this state. Information also is 

available through the Insurance Services Office (ISO). It is not 

necessar y to reacqu i re and restore i nforma t ion al ready ava i lable 

through other sources. 
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Insu rer s wish to respond pos i ti vely to the call for data 

relevant to the tort system. You have available to you already, 

however, weal th of old and new data relevant to the issues now 

under discussion. These data would serve the needs of 

pol icyma ker s . 

This legislature has wisely rejected virtually identical 

bills in 1987 and 1989. You have made permanent the Regional 

Ratema king Act, wh ich also requi res the report i ng of enormous 

quantities of information when a line has been declared volatile 

or noncompetitive. We urge you to again reject this proposal and 

make use instead of the wealth of material available to you before 

enacting new data collection mechanisms that contemplate only the 

storage of addi tional material. If you believe additional data 

collection is imperative, we urge you to consider the NAIC Model 

Act. 

Submitted to Senate Business and Industry Committee for 

hearing on House Bill 241, March 15, 1991, 10:00 a.m. 

Respectfully submitted, 

Jacqueline N. Terrell 
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957 RATES - RATING AND '. 33-16-106 
ADVISORY ORGANIZATIONS 

(6) surplus lines insurance as defined -in 33-2-301. (Subsection (6) termi­
nates October 1, 1991-sec. 13, Ch. 400, L. 1989.) 

History: En. Sec. 6, Ch. 362, L. 1969; amd. Sec. 1, Ch.,558, L. 1977; R.C.M. 1947, 40-3639; 
amd. Sec. 1, Ch. 126, L. 1981; amd. Sec. 1, Ch. 400, 1... 1989; amd. Sec. 1, Ch. 682, L. 1989. . 

Compiler's Comments Applicability: Section 15, Ch. 682, L. 1989, 
1989 Amendments: Chapter 400 inserted (6) provided: "Except as otherwise specifically pro­

that read: "(6) surplus lines insurance as vided, [this act) applies to every medicare 
defined in 33·2·301"; and made minor changes supplement policy and membership contract 
in phraseology. Amendment terminates October' . delivered or issued for delivery in this ltate after 
1,1991. October I, 1989, and every certificate delivered 

Chapter 682 at end of (2) inserted exception or issued for delivery in this state after October 
clause relating to Medicare supplement insur· I, 1989." 
ance; and made minor change in phraseology. 

., ! 

33-16-104. Payment of dividends, savings, or unabsorbed pre­
mium deposits not prohibited or regulated - plan for payment not 
rating system. Nothing in this chapter shall be construed to prohibit or 
regulate the payment of dividends, savings, or unabsorbed premium deposits 
allowed or returned by insurers to their policyholders, members, or subscrib­
ers. A plan for the payment of dividends, savings, or unabsorbed premium 
deposits allowed or returned by insurers to their policyholders, members, or 
subscribers shall not be deemed a rating plan or system. .' i ' 

History: En. Sec. 33, Ch. 362, L. 1969; R.C.M. 1947,40-3666 •. 

avai a e at a reason a e bmes 0 ena e t e commISSIoner to etermme 
whether such orgamzatIon, msurer, group, or association and, in the case of 
an insurer or rating organization, every rate, rating plan, and rating system 
made or used by it complies with the provisions of this chapter applicable to 
it. The maintenance of such records in the office of a licensed rating orga­
nization of which an insurer is a member or subscriber will be sufficient com­
pliance with this section for any insurer maintaining membership or 
subscribership in such organization, to the extent that the insurer uses the 
rates, rating plans, rating systems, or underwriting rules of such organization. 
Such records shall be maintained in an office within this state or shall be 

I 

made available for examination or inspection within this state by the commis-
ioner at an time u on rea!\onable notice.. 
History: En. Sec. 1, Ch. ; am • Sec. 1, Ch. 469, L. 1977; R.C.M. 1947, 

40-J6S4( 1). 

33-16-106. Examination by commissioner of rating organizations, 
admitted insurers, officers, managers, insurance producers, and 
employees - expense. (1) (a) The commissioner shall, at least once every 
5 years, and may as often as may be reasonable and necessary, make orCBuse 



961 RATES - RATING AND .,' 
ADVISORY ORGANIZATIONS 

~ ., 

33-16-202 

'f, ,'," ., 

(1) (a) Rates shall not be excessive or inadequate, as herein defined" nor 
shall they be unfairly discriminatory. . " : 

(b) No rate shall be held to be' excessive unless such rate is unreasonably 
high for the"insurance provided and a reasonable degree of competition does 
not exist in the area with respect to the classification to which such rate is 
applicable. , ' ; 

(c) No rate shall be held to be inadequate unless such rate is unreasonably 
low for the insurance provided and the continued. use of such rate endangers 
the solvency of the insurer using the same or unless such rate is unreasonably 
low for the insurance provided arld the use of such rate by the insurer using 
same has,or if continued will have, the effect of destroying c;ompetition or 
creating a monopoly.., . ' 

(2) (a) Consideration shall be given, to the extent applicable, to past and . 
prospective loss experience within and outside this state, to revenues and 
profits from reserves, to conflagration and catastrophe hazards, if any, to a 
reasonable margin for underwriting profit and contingencies, to past and pros­
pective expel\ses, both countrywide and those specially applicable to this 
state, and to all other factors, including judgment factors, deemed relevant 
within and outside this state. In the case of fire insurance rates, consideration 
may be given to the experience of the fire insurance business during the most 
recent 5-year period for which such experience is available. 

(b) Consideration may also be given in the making and use of rates to 
dividends, savings, or unabsorbed premium deposits allowed or returned by 
insurers to their policyholders, members, or subscribers. " . .,;. , 

(3) The systems of expense provisions included in the rates for use by any 
insurer or group of insurers may differ from those of other insurers or groups 
of insurers to reflect the operating methods of any such insurer or.groUp with 
respect to any kind of insurance or with respect to any subdivision or combi-
nation thereof. . 

(4) Risks may be grouped by classifications for the establishment of rates 
and minimum premiums. Classification rates may be modified to produce 
rates for individual risks in accordance with rating plans which establish stan­
dards for measuring variations in hazards or expense provisions, or both. 
Such standards may measure any difference among risks' that have a probable 
effect upon losses or expenses. Classifications or modifications of classifica­
tions of risks may be established, based upon size, expense, management, 
individual experience, location or dispersion of hazard, or any other reason­
able considerations, except that no . special risk classification may be estab­
lished based on anything adverse to the insured 'bt a driving record which is 
3 years old or older. Such classifications and modifications shall apply to all 
risks under the same or substantially the same circumstances or conditions. :, 

Hi~tory: En. Sloe. 7, Ch. 362, 1.. 1969; amd. Sec. I, Ch. 54, 1.. 1973; amd. Sec. I, Ch. 104; 
1..,1973; R.C.M. 1947,40-3640. , I d: I : 

.:~ ",,~. " .' . 
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33·16·203 INSURANCE AND INSURANCE COMPANIES 962 

xperience of all insurers may be made available at least annually in such 
orm an detail as may e' necessary 0 al 1m m e rmmmg weer ra s 

comply with the applicable standards of this chapter. Such rules and plans 
rna also rovide for the recordin and re ortin of ex 'ense ex erience lie s 

CN ic 'are specially applicable to this state and are not susceptible of determi-
nation by a prorating of countrywide expense experience. . 

(2) In promulgating such rules and plans, the commissioner shall give due 
consideration to the rating systems in use in this state and, in order that such 
rules and plans may be as uniform as is practicable among the several states, 
to the rules and to the form of the plans used for such rating systems in other 
states.: No insurer shall be required to record or report its loss experience on * 
a classification basis that is inconsistent with the rating system used by it. 

(3) The commissioner may designate one or more rating organizations or 
other agencies to assist him in gathering such experience and making compi­
lations thereof, and such· compilations shall be made available, subject to 
reasonable rules promulgated by the commissioner, to insurers and rating 
organizations. , 

History: En. Sec. 36, Cb. 362, L. 1969; R.C.M. 1947,40-3669. 

Croo-References ... ", .' "., Promulgation of rulea by Commiuioner, 
. Adoption and publication of rulea, Title 2, ch, 33-1-313. 
4, part 3. I. .. ..' '.' : : ' . 

, 
, • .; J I ••• • • ~ •• 

. 33.16·203. Rates f"ued. (1) Every insurer, rating organization, or advi­
sory organization shall me. with the commissioner all rates intended for use 
within this state, together with supporting data sufficient to substantiate such 
mingo The ming required by this subsection may be made by rating organiza­
tions on behalf of their members and subscribers; but this provision does not 
prohibit a member or subscriber from ming any such rates on its OWJl behalf. 
Any deviations from a rating organization's rates by a member or subscriber 
must be med with the commissioner and must be accompanied by supporting 
data. ,,; ! ,. ~,:. . .', 

(2) ·In accordance with 33-16-222, rates filed must provide for a premium 
reduction to qualified insured operators 55 years of age or older. 

History: En. Sec. 21, Ch. 361, L. 1969; amd. Sec:. I, Ch. 469, L. 1977; R.C.M. 1947, 
40-36S4Q); .amd. Sec. I, ~. 241, L. 1979; Ilmd. Sec. 7. Ch. 49, L. 1987 • 

. ' .' ! j. I ., ' ;.". f ' 
.33·~6·204.Review. of rates on request by aggrieved person. (1) 

Any. perso~ .. aggrieved by any rate charged, rating plan, rating system, or 
underwriting rule followed or adopted by an insurer or rating. organization 
ml\Y request the insurer or rating organization to review the manner in which 
~herate, plan. system, or rule has been applied with respect to insurance 
aff9rdedhim. Such request may be made by his authorized representative and 
shall be written; . .': . I ,'. • • . 

(2) If the request is not granted within 30 days 'after it is made, the 
requester may treat it as rejected. 
.. (3) . Any person aggrieved by the action of an insurer or rating organiza· 
tion in . refusing the review requested or in failing or refusing to grant all or 
part of the relief requested may file a written complaint and request. for hear­
ing·with the commissioner, specifying the grounds relied upon. If the commis­
sioner has information concerning a similar complaint, he may deny the 
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33·23·302. Cancellation or increase of premium tides - aixty 
days' written notice required. Any insurer who insures a physician and 
surgeon, dentist, registered nurse, nursing home administrator, registered 
physical therapist, podiatrist, licensed psychologist" osteopath, chiropractor, 
pharmacist, optometrist, or veterinarian, duly licensed as such under the laws 
of this state, or a licensed hospital or long-term care facility as the employer 
of any such 'person against liability for error, omission, professional, negli­
gence, or performance of services without consent shall not cancel the policy 
so insuring such person or increase the premium rates thereon without first 
providing the insured 60 days' writtep notice of the insurer's intention to can-
cel the policy or increase the premium rates. " , 

History: En. Sec. I, Ch. 14, L. 1971; amd. Sec. 2, Ch. 303, L. 1973; R.C.M. 1947,40-4414. 

33·23·303 through 33·23·310 reserved. ' 

33·23·311. nformation required of professional liability insurers 
- submission. 1 or purposes 0 t IS sec lOn, pro essl0n means e 
occupations engaged in by physicians, osteopaths, registered nurses, licensed 
practical nurses, dentists, optometrists, podiatrists, chiropractors, hospitals, 
attorneys, certified public accountants, public accountants, architects, veteri-

, nBrians, pharmacists, and professional engineers. 
(2) Each insurance company engaged in issuing professional liability insur­

ance in the state of Montana shall include the following information, by 
profession, from its experience in the state of Montana, in its annual state;. 
ment to the commissioner: . 

(a) the number of insureds as of December 31 of the calendar year next 
preceding; , 

(b) the amount of earned premiums paid by the insureds during the calen-
dar year next preceding; , 

(c) the number of claims made, against the insurer's insureds and the 
number of claims outstanding as of December 31. of the, calendar year next 
preceding; . 

(d) the number of claims paid by the insurer during the calendar year next 
preceding and the total monetary amount thereof; " 

(e) the number of lawsuits filed against the insurer's insureds and the 
number of insureds included therein during the calendar year next preceding; 

(f) the number of lawsuits previously filed 'against the insurer's insureds 
which were dismissed without settlement or trial and the number of insureds 
included therein during the calendar year next preceding; 

(g) the number of lawsuits previously filed against the insurer's insureds 
which were settled without trial, the total monetary amount paid as settle­
ments in such settled cases, and the number of insureds included therein 
during the calendar year next preceding; 

(h) the number of lawsuits against the insurer's insureds which went to 
trial during the calendar year next preceding and the number of such cases 
ending in the following: 

(i) judgment or verdict for the plaintiff: 
(ii) judgment or verdict for the defendant; 
(iii) other; 

,',' 
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(i) the total monetary atllount paid out, in those lawsuits specified in sub­
section (h); 

(j) the total number of the insurer's insureds included in those lawsuits 
specified in subsection (h); .. 

(k) the number of new trials granted during the calendar year next pre-
ceding; . ' . 

(1) the number of lawBuits pending on appeal as of December 31 of the 
next preceding calendar year; and 

(m) such other information· aBd statistics as the commissioner considers 
necessary. 

(3) The commissioner shall, within 60 days of request, submit in writing 
to the appropriate licensing authority the data and information furnished him 
pursuant to this section relevant to the particular profession or facility. 

History: (l)En. 40-2827 by Sec. I, Ch. 212, L. 1977; Sec. 40-2827, R.C.M. 1947; (2)En. 
40-2828 by Sec 2, Ch. 212, L. 1977; Sec. 40-2828, R.C.M. 1947; (3)En. 40-2829 by Sec. 3, Ch. 
212, L. 1977; Sec. 40·2829, R.C.M. 1947; R.C.M. 1947,40-2827,40-2828,40·2829. 

Cross-References 
Statistical records of court actions 

Supreme Court administrator, 3·}·702. 

Board of Medical Examiners - insurer 
. reporting requirements, 37·3·402. 

Part 4 
Homes 

Part Crols-References . Discrimination prohibited - non gender 
Credit insurance on real property - borrower insurance law, 49·2·309. 

allowed choice of insurers, 33·18·501. 

33-23-40L Written notice required for cancellation or non­
renewal of insurance policies on homes - penalty. (1) No insurer shall 
cancel or refuse to renew any policy insuring private residences including but 
not limited to fire, homeowner, theft, or liability insurance on any home occu­
pied by the insured as a domicile without first giving to the insured 30 days' 
notice in writing, including in the notice a statement of the specific reason 
or reasons for canceling or not renewing the policy. 

(2) Violation of this section is punishable under 33-1-104. 
History: En. Sees. I, 2, Ch. 374, 1.. 1971; amd. Sees. I, 2, Ch. 82, L. 1975; R.C.M. 1947, 

40-4415, 40-4416. 

CroI8-ReCereneea. ! 

Homeowner insurance not affected by day· 
care operations, 33·15·1111. 

. ··CHAPTER 24 

.. PROPERTY INSURANCE 

, . Part· 1 - General Proviaiona 

33·24·101. Measure of the indemnity - rescission for fraud. 
33·24·102. Insuring improvements - insurance equal to true value. 
33·24·103. Specific valuation - 10 .. equal to insured value. 
33·24·104. Tax lien on inaured property destroyed by fire. 

, , 

11' .• " 



Information on NArC accelerated report 
and a small excerpt from latest Montana 
report. offered by: Roger McGlenn, 

NArC Accelerated Reports 

'!he general liability lIaccelera~ reports ll are interrled to provide m:,>re 
responsive countrywide arrl individual state premium arrl loss infonnatJ.on for 
specific general liability subl~ an:l classes of business. '!hey are 
.interrled to bridge the gap that 'presently exists between the current NArC 
Fast Track Monitorirq System Reports an:l the traditional policy year 

IIAM 

statistical agent repOrts. 'll1ey will be prcx:luced am distributed quarterly • 
within 180 days after the errl of each quarter arrl will span thesltiift wftffSs & INDUSfKY 
from the fourth quarter of 1985 through the latest quarter. 

EXHfJIT No:-.!-./.;....I----".....,....... __ 
'J.YpeS of Reports ~-? /5 . 

DA ~.......;;:;..r-:...-+--r-c::~~~ 
The first report is the calendar Year Premium am Loss Report. eit-1lti-:::;;;:.I::.=a~s.LL:.~_....:-../ 
earned premium and incurred losses on an "account" quarter basis. with the 
exception of class data by state, the incurred loss experience will also be 
supplemented by the underlying mnnber of claims. To facilitate a review of 
the overall results, a four quarters errling total will be displayed. 

The secorxi report is the Policy Year Breakdown of Calendar Year Losses. 
This report will illustrate for the latest calerxiar year losses what the 
lag tilne is in reporting and settling claims. For e:<a.mple, a claim newly 
reported in June, 1987 on a policy .in effect from April, 1984 to April, 
1985 will be included in the data for the secorxi quarter of 198.7 in the 
'Calendar Year Premium and Loss Report and will be identified as" being 
covered by a policy in effect during policy year 1984. 

Experience included in the Accelerated Reports 

The experience includes data from both monoline arrl multiline policies 
written an:::l class coded under ISO programs or similar programs, and 
reported to ISO under the ISO Corranercial statistical Plan «(sP) and the 
intennediate level of the canmercial Min.inn..nn statistical Plan (CMSP). 
Inasmuch as (sP and CMSP were .introduced in 1979, data on policies 

. effective prior to ·1979 are not included. 

Commencing with the first quarter of 1989, the report also contains data from 
three other statistical agents. rata from the National Irrleperrlent 
statistical services (NISS), the National Association of Irrlependent 
Insurers (NAIl) , an::i the American Association of Insurance Services (MIS) is 
included for all markets. Data . contained in the accelerated, report prior to 
1989 are only ISO data. : 

The accelerated report currently is broken down into major general 
liability sublines. 'Ihese sublmes are Premises/Operations Liability and 
Prcducts/Completed Operations Liability (countrywide only). 'lhese major 
general liability sublines include data reported under the new Commercial 
General Liability (a:;L) policy am pre-(x;L data on a combined basis. 
Pre.'llises/Operations Liability consists of the pre-(x;L sublines OWners, 
Landlords and Tenants, Manufacturers arxi Contractors Liability, Storekeepers 
Liability, and Contractual Liability arrl the a:;L subline Premises/ 
Operations Liability. Prcx:lucts/Completed Operations Liability is a 
comb.ination of the pre-a:;L and (x;L sublines Prcxlucts/Completed Operations. 

·1 



There is also a breakdown by special class groupin;Js which have experienced 
availability or affordability problems. 'lhese class groupin:Js are day _'l, 

eare, municipal, public schools, recreational, liquor law, an:l lawyers' ~J 
professional liability. As corrlitions warrant, additional classes nay be 
added to the reports on a prospective basis. 

[Eta Limitations 

The data in the "accelerated" reports are the prernimn a:rrl loss transactions 
during the same calen::lar quarter or year I irrespective of when the policies 
generating the losses were written and the premitnn collecteci". '!he losses 
for a given calerrlar quarter or year arise not only from incidents 
cx:::rurring in that pericd but also from incidents that occurred several 
years prior. '!his resulting mismatch of premimn ani loss information is 
particularly acute for many of the so-called "lorq-tail" classes included 
in the reports, because losses nay not be. reported or settled for many 
years after the policy has expired. 

Any analysis of the data shCTtm on the "accelerated" reports must rea:gnize 
that there is an inherent mismatch of premimn and losses reported on a 
calerdar' year accounting basis. For e.'<aII1ple, losses reported during the 
account or calerrlar quarter are not necessarily representative 9f accidents 
occurring within the account or calerx:lar quarter. As such, the reports are 
not interrled to evaluate the adequacy and fairness of rates. In addition, 
the value of the data IIlC'1kes this report inappropriate for use in evaluating 
the need for, or effect of, any changes in the civil justice system or 
regulatory mechanism in your state. Neither are the reports necessarily 
reflective of insurer profitability. 

For data to be useful for evaluat:i.rq adequacy and fain1ess of rates, 
premiums ani losses for a given set of policyholders and a given time period 
must be compared ani actuarial adjustments (i.e., basic limits, excess 
limits, credibility, extraordinary events) must be considered. Irrlividual 
states have addresSed the need for ~le premimn arrlloss data for 
general liability by directing statistical agents to annually compile 
policy year "statistical" data on their behalf. 

In order to derronstrate loss patten1s, each "accelerated" statistical 
report will be supplemented by the previously discussed Policy Year 
Breakdown of calerrlar Year I.Dsses Report. '!his report allocates the losses 
from the latest year to the years when the respordit"q policies were 
actually written. '!his report clearly illustrates that losses for the 
latest calerrlar year are attributable not only to policies written in the 
latest year but also to many previous years. 

The losses in the accelerated report do not include estimates for any 
losses that have occurred but have not yet been reported to the companies. 
For general liability lines, these incurred but not reported (IENR) losses 
can significantly affect the ultimate loss experience. 



. . 

Obviously, the reported loss .experience reflects vaI:yirq levels of maturity 
as deIl¥JnSt.rated in the Eblicy Year BreakdCMll of the calerrlar Year report. 
As noted above, data fran any policy effective prior to 1979 is not 

. inqluded in these reports. 'Ihe : significance of this missirq infonnation 
will vary by subline ani class am will diminish as IrOre years are added to 
the report. 

Uses of the Accelerated RePOrt 

since the experience included is on a calen:1ar quarter arrl calen:1ar/fiscal 
year "accountirq" basis, it represents the premium arrl loss activity in 
that quarter arrl year. 'Iherefore, the reports provide the nost arrrent 
"historic" look at experience for specific general liability sublines arrl 
classes of business and can be used to monitor market changes arrl help 
identify potential problems in advance . . 
Although the usefulness of the actual values in the accelerated report is 
limited, an analysis of quarterly premium arrl loss transactions can provide 
timely insight into the most current conditions for specific sublines and 
classes of business and how they are changirq. For example, the ronitoring 
of prernitnn writings over time can assist in pinpointing market dislocations. 

I' 
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STATE OF MONTANA ) 
: SSe 

County of Cascade ) 

A F F I D A V I T 

COMES NOW~ THOMAS L. ELLIS, Affiant herein, upon being 

first duly sworn, deposes and states: 

1. I, THOMAS L. ELLIS, presently live in Conrad, 

Montana, and have lived and farmed in the Conrad area for more than 

40 years since leaving Carroll College in 1950. Also, I have been 

on the Board of Directors for the Farmers State Bank of Conrad, for 
1 

approximately twenty (20) years. Also, with regard to the\Farmers 

,state Bank of Conrad, I have served on the Investment Committee for 

seventeen (17) years and also have served on the Loan Committee and 

Budget Committee. 

2. I have reviewed the proposed Amendment to section 

31-1-111, MCA, and have discussed said Amendment with six. (6) 

bankers in Northcentral Montana to ascertain how the banking 

community would view such an Amendment. There was absolutely no 

objection whatsoever to said Amendment, in fact, the bankers said 

that it would only be fair to have the insurance companies included 

within the definition of "regulated lenders", and that all of the 

lenders should be on level playing field. Further, the bankers 

with whom I discussed the proposed Amendment, felt that such an 

Amendment would give the insurance companies greater incentive to 

loan more dollars to Montana and invest more money in our State. 

They felt that it would be an advantage to Montana and its economy 

to make such an Amendment. 



Further, you Affiant sayeth not. 

THOMAS L. ELLIS 

·t~ 
SUBSCRIBED AND SWORN TO before me this ;;?§~day of 

January, 1991. 

(NOTARIAL SEAL) 

" " 

",,). ' . V .0 ,,' /,:' :t3..' '-
(~::::VV2Lt:.- Cor.' e' '0 ,~-c:- If-/ 
Notary Public For The State Of Montana 
Residing At Great Falls, Montana 
My Commission Expires: ~!;;:;I f3 

2 



f"lHR 14 "31 07:48 

~rom: Scott M. Wilke 
DBA: Drawback Logging 
15655 Queen Annes Ln. 
Florence. Mt. 5~833 

To: Senator J. D. Lynch 
Capital Station 
Helena. Mt. 59620 * as I'm unaware ot the other Senators on the 

whioh is handling H.B. 168. I respeotfully Ask 
be given a copy of this letter. 

~~~ .... -.... ,-............ ------
P.l 

committee 
that they 

Senator Lynch this letter is written in opposition of H.B. 
169. having to do with the creation of a log scaling bureau. 

Senator I feel at this time log scaling is controlled by the 
two major companies in Montana, Champion and Plum Creelt with all 
smaller mills following suite. I have recentlY attended aloe 
scaling seminar at Champion· p a Bonner mill and was satiefied~ that. 
at this time scaling is· being oonducted by an independent 
contractor who was doing a gooci job. . 

Senator although I wou.ld like· to make more Dloney· I reali.ze. 
that the pie is only 80 big .ancl atthls time I believe that the 
cost of creating a log scaline bu~eau will not off set the 
possible increase in revenue. In a time 'of an ever increa~ina 
competitive market Drawback Logsing can ill· afford to ha~e one 
more fee tacked on to the top. 

,Thank You for your time, 

SinCerelY'~~/L 
MJ1'/. ~ 
Soott M. Wilke 

'. 



March 14. 1991 

Senator J.D. Lynch 
Senate Subcommittee on H.B. 169 
Capital Station 
Helena, MT 59620 

, i 

Atthur P(ncek 
6211 Rae ~ne 
Missoula MT 59803 

Dear Senator Lynch and Committee Members: 

I am a forester for private industry and wish to address H.B 169, the 
so-called Scaling Bill. I have checkscaled many' of the mills in western 
Montana that have purchased logs from our company over the ,~ast ten .years, 
and have not ,seen any problem with mill. scalebe1ng under a'1pwable toler­
ances. As far as I know all mills in this area use'Scribner Decimal C 
scaling procedures as set forth i'n U.S. Forest' Servic~ Standa r'd Scaling .. 

In fact all timber harvested from Federal or State lands i.n ~ :mtana is scaled 
by the respective agency. I believe tribal wood is handled t ~e same way. So 
this bill, if'enacted, should not cover scaling of agency tinper as it would 
bea layering of bureaucracies. Industry, when it sells its '1ood to outside 
mills, looks out for'its own interest, and there is quite a t "'end in logging 
to pay by the ton. 61 ven the above , mast timber is already c ~vered by some 
kind of check so the need for a State agency to monitor scali~g would be 
very 1 imited. 

Currently any seller of timber may and should include in thei ~ timber sale 
contract a provision for independent check scaling. Never in my twelve 
years of being a forester~ working with loggers,never have I heard ofa 
logger taking .advantage of the existing opoortunfty of hiring an independent 
check scaler to verify his scale. ,I recommend that the"conmi tee take 
testimony to survey to what extent timber sellers h'aveavaile themselves 
of the existing opportunity to verify scale and of'those that have, how 
many times has the buyerts scale been below allowable varianc • 

We should proceed with extreme caution befol--e starting: anothe costly 
government bureaucracy that wi 11 conti nue forever despite the actual need, 
especially in these times of budget deficits." We must also. e very wary 
of making Montana products less competitive because of added ees or taxes 
that may really not be necessary. As stated above there alre dy exists a . 
means of dealing with scaling disputes through contractual. a9 eements and 
independent check scaling. Just because some. will not take t e initiative 
to use them does not justify costly government regulation. 

Sfncerely. 

~/~ 
Arthur·Pencek 

. •. __ .. _ ..... , .. _---' ... .,---_.. .. ... -
Post-It'" brand fax transmittal memo 7671 * of pagetI • ( 
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Ho~~ver, ,~reating a separate pose of , regulating 

:log:~:/sc.aling·practices is not addressi.ng~, ,'. or/prob~:~m. 
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,};:',,;.-. "::le:ft.;:,;~licZt~hw6ods ~in order .to maximize 8:C4 ther than~utilization. 
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;.' :' ,':; '::.~Our belier:;\is·:that the problem willY~b. ?b~ 'solved'by.:a scaling 
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1111~:n:~:~Jt;::;~o;Your time •. ,Please vJ~~~+nst th!Sbill. 
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M.:n~ch 13, 1'3'31 

Business andITIdustT~y CCimmi ttee 
ATTN: J. D. Lynch 
Capitol Statior. 
Helena, Montana 59620 

In regards to HB 169 concerning log scaling practices, I 
feel the bill is unneeded and would be an added cost which 
would be passed on to the consumer. 

3590 Highway 93 South PO Box 2075 Kalispell, MT 59903 Telephone 14061257-3088 



AMERICAN TIMBER CO. 

March 13, 1991 

Senator J.D. Lynch 
capi tal Station 
Helena, Montana 59601 

Dear Mr. Lynch: 

P.O. BOX 128 
OLNEY, MONTANA 59927 

PHONE: 406·881·2311 

HB 169 was an inappropriate way to address log scaling. 

President 
L. PETER LARSON 

Vice President 
WARREN SPARLING 

SecretaryITreasurer 
KURT LARSON 

We are a small business located at Olney, Montana. We employ aOOut 150 
people at the mill. We use aOOut 80,000 MBF of logs per year. OUr logging 
contractor force varies from 100 to 150 men. 

As you are undoubtedly aware, we are struggling to find enough logs to run 
our business. We have been diligent in recent years at reducing our cost of 
doing business to remain competitive and operational. Additional state 
regulation that costs money to administer and look after is not a good 
answer. We are not aware of loggers that work for us that object to or have 
problems with haw they are paid. 

We suggest that any log scaling conflicts can be handled in the logging 
contract with a mutually agreeable dispute resolution clause which could 
address any conflictS in an efficient manner. 

I urge you to help defeat this legislation. Please urge your colleagues to 
do the same. 

~incerelY74 L/. 

~~/---
L L. Peter Larson 

President 




