FISCAL NOTE

Bill #: HB0419

Primary Sponsor: Cohenour, J

Title: An Act Expanding the Damages for Wrongful
Discharge by Removing Limitations on

Damages

Status: As Introduced

Sponsor signature Date David Ewer, Budget Director Date
Fiscal Summary
FY 2006 FY 2007
Difference Difference
Expenditures:
General Fund $0 $0
Other $175,000 $175,000
Revenue:
General Fund $0 $0
Other $0 $0
Net Impact on General Fund Balance: $0 $0

X  Significant Local Gov. Impact
[ ] Included in the Executive Budget
[ ] Dedicated Revenue Form Attached

[] Technical Concerns

X
[

Significant Long-Term Impacts
Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS:
Department of Administration

1. It is not known how many wrongful discharge claims/lawsuits will arise due to the proposal or how much
they will cost. However, it is anticipated that costs will increase significantly.

2. The annual average cost for wrongful discharge claims/settlements and defense is approximately
$350,000. This bill eliminates the deduction for interim earnings and the expands damages through the
repeal of 39-2-905 (3), MCA. It is estimated that this will approximately double damage awards.

w

A conservative estimate of the increase due to HB 419 is 50 percent or $175,000.
The passage of HB 419 creates additional liability exposure for Montana state government. The proposed

legislation removes the limit of damages for wrongful discharge and allows awards for various damages
(i.e. pain and suffering, etc.) that will cause significant increases in settlement costs. Also, the number of
claims/lawsuits received by the state will increase due to the potential increase in award amounts.
Assessments to state agencies for liability claims in FY 2006 and FY 2007 for the Risk Management and



Fiscal Note Request HB0419, As Introduced
(continued)

Tort Defense Division do not include losses associated with the additional liability exposure created by
HB 419.

5. Insurance premiums for the 2007 biennium are set in the executive budget and will not be increased due to
this proposal. Therefore the increased damages will reduce fund balance and will be recaptured in the
proposed 2009 biennium rates.

FISCAL IMPACT

FY 2006 FY 2007
Difference Difference
Expenditures:
Operating Expenses $175,000 $175,000
Funding of Expenditures:
Other (06) $175,000 $175,000

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
Other (06) ($175,000) ($175,000)

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

1. A local government (county, city, town, special purpose district, school district, etc.) could experience a
significant fiscal impact if wrongful discharge action was found in favor of the employee.

2. The amount of fiscal impact is undeterminable.

LONG-RANGE IMPACTS:

It is not known how many claims/lawsuits will arise or how much they will cost. However, it is anticipated
that costs will increase significantly as estimated above and will be reflected in future insurance premiums
paid by state agencies.




