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Program Biennium Comparison

The following table compares the 2021 biennium appropriated budget and the 2023 biennium budget request by type of
expenditure and source of funding.

Program Biennium Comparison

Budget Item
Appropriated
Budget 20-21

Requested
Budget 22-23

Biennium
Change

Biennium
% Change

Personal Services 8,287,525 7,747,156 (540,369) (6.52)%
Operating Expenses 3,176,441 2,924,399 (252,042) (7.93)%
Equipment & Intangible Assets 10,218 10,218 0 0.00 %
Grants 88,058,696 88,062,286 3,590 0.00 %
Debt Service 2,270 0 (2,270) (100.00)%

Total Expenditures $99,535,150 $98,744,059 ($791,091) (0.79)%

State/Other Special Rev. Funds 31,335,150 30,544,059 (791,091) (2.52)%
Federal Spec. Rev. Funds 68,200,000 68,200,000 0 0.00 %

Total Funds $99,535,150 $98,744,059 ($791,091) (0.79)%

Total Ongoing $98,995,150 $98,744,059 ($251,091) (0.25)%
Total OTO $540,000 $0 ($540,000) (100.00)%

Program Description

The Insurance Division regulates the insurance industry in Montana. The Policyholder Services Bureau is responsible for
resolving insurance consumer inquiries and complaints involving agents, coverage, and companies. The Examinations
Bureau is responsible for monitoring the financial solvency of insurance companies, collecting premium taxes and
company fees, and auditing insurance company annual statements. Also housed in this bureau is the Captive Insurance
Program, which promotes Montana as a captive domicile and regulates captive insurers in the state. The Rates Bureau
and the Forms Bureau are responsible for reviewing rate and form filings, respectively, to ensure compliance with the
applicable insurance code. The Insurance Services Bureau is responsible for licensing and providing continuing education
to insurance agents, agencies, and adjustors. The Legal Bureau, which serves both the Insurance and Securities Divisions,
provides legal support to the divisions. The Investigations Bureau, which is under the Legal Bureau, investigates code and
rule violations, including possible criminal violations, and recommends referral of cases to county attorneys for prosecution.

Program Highlights

Insurance Division
Major Budget Highlights

• The Insurance Division’s 2023 biennium budget request is about
$251,000 or 0.3% lower than the ongoing 2021 biennium budget

• Proposed changes are the result of statewide present law
adjustments for personal services, fixed costs, and inflation/deflation

Program Actuals and Budget Comparison

The following table compares FY 2020 actual expenditures to the 2021 biennium appropriated budget and the
2023 biennium budget request by type of expenditure and source of funding.
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Program Actuals and Budget Comparison

Budget Item
Actuals

Fiscal 2020
Approp.

Fiscal 2020
Approp.

Fiscal 2021
Request

Fiscal 2022
Request

Fiscal 2023
FTE 0.00 46.00 46.00 44.00 44.00

Personal Services 3,274,423 4,211,152 4,076,373 3,867,866 3,879,290
Operating Expenses 802,174 1,602,105 1,574,336 1,481,491 1,442,908
Equipment & Intangible Assets 9,685 5,109 5,109 5,109 5,109
Grants 62,025 44,027,553 44,031,143 44,031,143 44,031,143
Debt Service 2,100 2,270 0 0 0

Total Expenditures $4,150,407 $49,848,189 $49,686,961 $49,385,609 $49,358,450

State/Other Special Rev. Funds 4,118,382 15,748,189 15,586,961 15,285,609 15,258,450
Federal Spec. Rev. Funds 32,025 34,100,000 34,100,000 34,100,000 34,100,000

Total Funds $4,150,407 $49,848,189 $49,686,961 $49,385,609 $49,358,450

Total Ongoing $4,056,861 $49,483,189 $49,511,961 $49,385,609 $49,358,450
Total OTO $93,546 $365,000 $175,000 $0 $0

Program Discussion -

FY 2020 Appropriations Compared to FY 2020 Actual Expenditures

The Insurance Division expended 8.3% of its $49.8 million FY 2020 modified HB 2 budget. Personal services were 77.8%
expended, operating expenses were 50.1% expended, and grants were less than 1.0% expended.

As of September 4, 2020, the Insurance Division had 6.00 FTE vacant or 13.0% of its HB 2 positions. The vacancies are 
driving the lower expenditures for personal services. In addition, the 2019 Legislature provided the Insurance Division 
with $454,000 in appropriations for operating expenses for insurance contract examiners, market conduct examination 
contracts, captive insurance adjustments and to partially offset a reduction in FTE and associated personal services 
funding. The majority of this funding was not needed in FY 2020.

The 2019 Legislature established the Montana Reinsurance Program with SB 125. SB 125 established $44.0 million in 
appropriation authority for grants associated with providing a reinsurance option for Montana healthcare insurers. In April 
2019 after SB 125 was signed into law, the Board of Directors for the program were appointed. A request for a waiver from 
section 1332 of the Affordable Care and Patient Protection Act allowing the Montana Reinsurance Program was submitted 
to the federal government and approved in August with an effective date of January 1, 2020. In FY 2020 the Montana 
Reinsurance Program did not assess members to generate funding for the program and did not have requests for grants. 
For further discussion please refer to the Executive Request narrative.

FY 2020 Appropriations Compared to FY 2021 Appropriations

FY 2021 appropriations are slightly lower than FY 2020. Personal services are higher in FY 2020 due to a one-time-only, 
restricted, biennial appropriations for agency retirement benefit payments included in FY 2020. Operating expenses are 
higher in FY 2020 due to a biennial appropriation for legislative audit services included in FY 2020 appropriations.

Executive Request

The Insurance Division budget proposed by the executive is $251,000 or 0.3% less than the ongoing 2021 biennium 
budget.

Personal services were about $4.1 million or 8.2% of the ongoing FY 2021 base budget. The executive proposes a 
decrease from the FY 2021 base budget in both years, about $209,000 in FY 2022 and $197,000 in FY 2023. These 
changes are discussed in the following Program Personal Services narrative.

Ongoing operating expenses were about $1.6 million or 3.2% of the FY 2021 base budget. The executive proposes an 
increase of approximatley $82,000 in FY 2022 and $44,000 in FY 2023. Increases for the biennial legislative audit and
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statewide indirect costs included in the statewide present law adjustments for fixed costs drive the proposed changes.

Grant appropriations were $44.0 million or 88.6% of the FY 2021 base budget and are proposed at the same level for the
2023 biennium budget.

Appropriation levels for the Montana Reinsurance Program were established by the 2019 Legislature based
on information received from programs in other states and included in the fiscal note for the bill authorizing
the program. As of November 3, 2020, the State Auditor’s Office had only collected $75,000 in premiums

on health insurance policies that would establish the state special revenue supporting the program. The legislature may
wish to discuss updated projections for the program during the Joint Appropriation Subcommittee on General Government
budget hearings.

Program Personal Services

Personal services were about $4.1 million or 8.2% of the ongoing FY 2021 base budget. The executive proposes a
statewide present law adjustment decrease of about $209,000 in FY 2022 and $197,000 in FY 2023. As discussed in
the Agency Personal Services narrative, the State Auditor’s Office has experienced a high level of turn-over and vacant
positions in the 2021 biennium. In the Insurance Division, 7.00 FTE were vacant at the time the budget was developed.
Between July 2018 and July 2020, 17.00 FTE turned over, with newly hired individuals at lower salary levels than those
previously in the positions. Included in the executive 2023 budget is a new proposal to remove 2.00 FTE and about
$110,000 each year of the biennium. This is discussed further under New Proposals.

The Insurance Division personal services changes included in the statewide present law adjustments are
not funded at the same percentage as the FY 2021 base budget, creating what appears to be a fund shift.
The positions in the Insurance Division are supported through state special revenue funds while grants are

supported through a combination of state and federal special revenue funds. This results in a difference between personal
services funding and funding at the division level.

Funding

The following table shows proposed program funding by source of authority.

State Auditor's Office, 03-Insurance
Funding by Source of Authority

Funds
HB2

Ongoing
HB2
OTO

Non-Budgeted
Proprietary

Statutory
Appropriation

Total
All Sources

% Total
All Funds

01100 General Fund 0 0 0 0 0 0.00 %

02235 Insurance Fee Account 9,955,237 0 0 0 9,955,237 32.59 %
02528 Captive Account 726,536 0 0 0 726,536 2.38 %
02323 Reinsurance Assessment SB 125 19,862,286 0 0 0 19,862,286 65.03 %

State Special Total $30,544,059 $0 $0 $0 $30,544,059 30.93 %

03543 Reinsurance Federal SB 125 68,200,000 0 0 0 68,200,000 100.00 %
Federal Special Total $68,200,000 $0 $0 $0 $68,200,000 69.07 %

Proprietary Total $0 $0 $0 $0 $0 0.00 %

Total All Funds $98,744,059 $0 $0 $0 $98,744,059

The Insurance Division is funded entirely with state special revenue. A portion of the funding is from the insurance fee
account, which is supported by insurance licensure fees, examination fees, and penalties. The Insurance Division also has
appropriated funds from the captive account which support the administration of the Captive Insurance Program. Fees and
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assessments from captive insurance providers are deposited into the state special revenue fund while fines and penalties
are deposited into the general fund. At the end of the fiscal year, the balance of the captive account is transferred to the
general fund.

The 2019 Legislature established the reinsurance program account within the state special revenue funds in SB 125. All
assessments of 1.2% of total premium volume for members of the Montana Reinsurance Program, interest and income
earned on the account, and any other funds accepted for the benefit of the account are deposited into the account to
provide support for the program. According to the statute the Board of Directors for the Montana Reinsurance Program
were to determine the timing of the assessments beginning in 2020. As of November 3, 2020, the State Auditor’s Office
had not assessed members on their premium volume for the Montana Reinsurance Program.

Program Budget Summary by Category

The following table summarizes the total budget by base, present law adjustments, and new proposals. For a description
of these categories, please see the glossary.

Budget Summary by Category
------------------------------General Fund------------------------------ -------------------------------Total Funds------------------------------

Budget Item
Budget

Fiscal 2022
Budget

Fiscal 2023
Biennium

Fiscal 22-23
Percent

of Budget
Budget

Fiscal 2022
Budget

Fiscal 2023
Biennium

Fiscal 22-23
Percent

of Budget
2021 Base Budget 0 0 0 0.00 % 49,511,961 49,511,961 99,023,922 100.28 %
SWPL Adjustments 0 0 0 0.00 % (16,468) (43,555) (60,023) (0.06)%
PL Adjustments 0 0 0 0.00 % 0 0 0 0.00 %
New Proposals 0 0 0 0.00 % (109,884) (109,956) (219,840) (0.22)%

Total Budget $0 $0 $0 $49,385,609 $49,358,450 $98,744,059

Present Law Adjustments

The "Present Law" Adjustments table shows the changes from the base appropriation to the proposed budget. "Statewide
Present Law" adjustments (DP 1, DP 2, DP 3) are standard categories of adjustments made to all agencies. Decisions on
these items were applied globally to all agencies.

Present Law Adjustments
-------------------------------------Fiscal 2022------------------------------------- --------------------------------------Fiscal 2023-------------------------------------

FTE
General

Fund
State

Special
Federal
Special

Total
Funds FTE

General
Fund

State
Special

Federal
Special

Total
Funds

DP 1 - Personal Services
0.00 0 (98,623) 0 (98,623) 0.00 0 (87,127) 0 (87,127)

DP 2 - Fixed Costs
0.00 0 82,360 0 82,360 0.00 0 43,701 0 43,701

DP 3 - Inflation Deflation
0.00 0 (205) 0 (205) 0.00 0 (129) 0 (129)

Grand Total All Present Law Adjustments
0.00 $0 ($16,468) $0 ($16,468) 0.00 $0 ($43,555) $0 ($43,555)

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 1 - Personal Services -

The executive requests adjustments to the present law personal services budget. This request has been broken into the
following categories, and further detail is shown in the agency summary:

• Expected changes
• Personal services management decisions
• Modifications made to the personal services budget in the 2021 biennium
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DP 2 - Fixed Costs -

The executive requests adjustments to provide the funding required in the proposed budget to pay increases in fixed costs
assessed by other agencies within state government for the services they provide. Examples include: warrant writer, motor
pool, etc. The rates charged for these services are approved in the section of the budget that provides the services.

DP 3 - Inflation Deflation -

The executive requests adjustments to reflect budgetary changes generated from the application of inflation and deflation
factors to specific expenditure accounts. Affected accounts include food, postage, gasoline, and others.

New Proposals

The New Proposals table shows new changes to spending

New Proposals
-------------------------------------Fiscal 2022------------------------------------- --------------------------------------Fiscal 2023-------------------------------------

FTE
General

Fund
State

Special
Federal
Special

Total
Funds FTE

General
Fund

State
Special

Federal
Special

Total
Funds

DP 4 - Remove Vacant Positions - Insurance Division
(2.00) 0 (109,884) 0 (109,884) (2.00) 0 (109,956) 0 (109,956)

Total (2.00) $0 ($109,884) $0 ($109,884) (2.00) $0 ($109,956) $0 ($109,956)

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 4 - Remove Vacant Positions - Insurance Division -

The executive proposes to remove two positions that are no longer needed in the Insurance Division. The first position
is a legal secretary in the Legal Section. The Legal Section currently has a legal secretary and a paralegal and does not
require a second legal secretary. The second position is a license permit technician in the Insurance Services Bureau. Due
to efficiencies in daily processing, the duties of this vacant position have been absorbed by other bureau staff, and it is no
longer needed to provide service in this area.
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