
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

SUBCOMMITTEE ON JOINT REVENUE ESTIMATING 

Call to Order: By Chairman Bob Ream, on February 7th 1989, at 
5:40 p.m. 

ROLL -CALL 

Members Present: All with exception of: 

Members Excused: 

Members Absent: Sen. Gage, Sen. Norman, Rep. Driscoll 

Staff Present: Dave Bohyer, Legislative Council, Maureen Cleary, 
Committee Secretary 

Announcements/Discussion: Chairman Ream noted to the Committee 
that the area to be reviewed tonight would be income tax, it 
is the biggest number as far as revenue is concerned and the 
assumptions are very important. 

Mr. Phil Brooks/State Economist: Reviewed Exhibit #2. The Dept. 
of Labor and Industry figures for employment are a little 
bit lower than mine. To be conservative, I am going to 
recommend their figures, taking those revisions in the 
actual data. The actual numbers for 87-88, in terms of 
growth in 89-90-91 you would come up with the following 
numbers: 1989/ 280.7 thousand, 1990/ 282.2 thousand, and 
1991/ 284.1 thousand. That is where I started and looked at 
other figures to come up with this forecast, giving the 
Committee figures on projected personal income. You could 
bump up the REAC forecast if you wanted to. The LFA office 
uses non-farm labor income which is not on your worksheet. 
He presented the Committee with figures for the LFA 
estimates, rounded, and recommended bumping up the LFA 
figures slightly. 

Rep. Ream: I have a question on the employment. Is the Bureau 
of Business and Economic Research close to your figures. 
Mr. Brooks: They did not have the actual preliminary 
figures for income, they are somewhat higher. They tend to 
be consistently more optimistic than bankers. 

Mr. Terry Johnson/REAC: Reviewed his figur~s on Exhibit #2, The 
general trend in terms of the assumptions they foresaw is 
for slow growth in terms of personal income and non-farm 
employment. Based on what Mr. Brooks said, I think the 
numbers support that. The reason for the Bureau's lack of 
optimism, is that they did not foresee any substantial 
growth in the sector of energy. 
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Ms. Judith Curtis-Wa1dron/LFA: Reviewed her figures listed on 
Exhibit #2, We are fairly close, with a little over $2 
million in differences. 

QUESTIONS FROM THE COMMITTEE: 

Sen. Harp: In terms of the effects of federal tax reform, I see 
an increase. Do you assume that more people are going to 
show income? Mr. Johnson: The forecast the Dept. of 
Revenue goes through is actually the process of phasing-in 
the aspects of tax refo-rm. What you are seeing is the 
phasing-in process that reflects 100% of the revenue, but 
does not reflect the general fund. 

Rep. Ream: Do you have figures for 1991? Mr. Johnson: No. In 
terms of actual income, we do not have the data available to 
make a substantial number that would affect these figures. 
At this point we do not have a very good handle on the tax 
reform numbers. 

Rep. Patterson: In 1990, the LFA figures show a drop in the 
general fund, then go back up. Ms. Waldron shows a much 
broader drop than the Executive figures. Could you tell us 
why? Ms. Waldron: This is difficult to explain; individual 
income is more difficult to explain. There really isn't any 
reason that I could give you. Since oil is constant, that 
may explain it. Mr. Johnson: In fiscal year 1989 we have a 
partial impact of the surtax built in and that is one of the 
reasons it drops off in 1990. 

Rep. Ream: Non-farm employment stays pretty constant, yet 
personal income grows at a much faster rate. Is that 
inflation? Mr. Johnson: Yes. I would suggest including the 
non-farm income into the resolution. 

Sen. Harp: Historically, one office uses non-farm income and the 
other office uses the other number, and they will never 
agree. I move to use the federal tax reform figures. 

MOTIONS: 

Sen. Harp moved to use the Executive figures on the income from 
audits. 

A VOTE WAS TAKEN AND THE FIGURES PASSED UNANIMOUSLY. SEE TABLE 
#6. 

Sen. Harp moved to adopt Mr. Brooks figures on Montana Personal 
Income. 

A VOTE WAS TAKEN AND ALL VOTED IN FAVOR OF ADOPTING THESE 
FIGURES. SEE TABLE #6. 

Rep. Schye moved to adopt Mr. Brooks' figures for non-farm labor 
income. 
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A VOTE WAS TAKEN WITH ONE NO VOTE CAST (GIACOMETTO), AND PASSED 
TO ADOPT THESE FIGURES. SEE TABLE #6. 

Mr. Terry Johnson and Ms. Judith Curtis-Waldron reviewed their 
figures involving Corporate Income. 

QUESTIONS FROM THE COMMITTEE: 

Sen. Eck: Is there any rationale for expecting income to go 
down? Mr. Johnson: No. At this point we are not certain 
as to what is going to happen with the present 
administration. If you do enough audits, over time you will 
exhaust audit potential. 

Rep. Ream: Do you also use, as part of your model, U. S. 
Corporate profits? Mr. Johnson: Yes. This is a published 
number. Rep. Ream: Historically is there any difference in 
the first-half and second-half audits? Mr. Johnson: The 
collection is fairly consistent. Most taxes are due on May 
15th. There are some corporations that file on other fiscal 
years, July 1st to January, the Dept. of Revenue does have 
more audits going on. It depends when the receipts actually 
come in. There is no good pattern. 

MOTIONS: 

Sen. Eck moved to adopt $8.77 million as the estimate from 
audits. Rep. Ellison recommended an amended figure. Rep. 
Harp provided a substitute motion to adopt the Executive 
figures. 

A VOTE WAS TAKEN WITH ONE NO VOTE CAST (PATTERSON) AND PASSED TO 
ADOPT THE FIGURES. SEE TABLE #6. 

Sen. Harp moved to adopt the Executive figures for the Federal 
Tax Reform. 

A VOTE WAS TAKEN WITH ALL IN FAVOR OF ADOPTING THESE FIGURES. 
SEE TABLE #6. 

Sen. Harp moved to adopt the Executive figures for Montana 
Corporation Tax Income. 

Mr. Johnson noted to the Committee that he suggested to adopt the 
number for U.S. Corp. Profit before taxes. Tomorrow you 
will adopt an oil price and based on those two assumptions, 
you can generate a taxable income number. 

A VOTE WAS TAKEN WITH ALL IN FAVOR OF ADOPTiNG THESE FIGURES. 
SEE TABLE #6. 
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ADJOURNMENT 

Adjournment At: 6:10 p.m. 

REP. BOB REAM, Chairman 

BR/mc 

SUB.4 



DAILY ROLL CALL 

__________________ ~-------- COMMITTEE 

. S;LsttEGISLATIVE SESSION 

------------------------------- --------- -- -----------------------
NAME PRESENT ABSENT EXCUSED 

Sen. Brown 
v~ 

V " Sen. Eck 

Sen. Gage V 

Sen. Harp v 

Sen. Norman ./ 

Sen. Walker V""" 

Rep. Ream, Chairman v/ 

REo. Driscoll v 
REp. Ellison ../ 

Rep. Giacometto ./ 

REp. Patterson ./ 

Rep. Schye ./ 

Dave Bohyer, Legislative C. /' 
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· EXHIBIT_~_2... __ .... 

DATE 2.\1\rt 
HB we\?> 

OFFICE OF THE LEGISLATIVE FISCAL ANALYST 
A Comparison of Economic Assumptions 

INDIVIDUAL INCOME STATISTICS 

FY GENERAL FUND REVENUE (Millions) 
Executive 

LFA 

CY MT TOTAL PERSONAL INCOME 
Executive (Billions) 

Percent Change 
Per Capita-1987 Dollars 

Percent Change 

CY MT NONFARM LABOR INCOME 
LFA (Billions) 

Percent Change 
Per Capita-1987 Dollars 

Percent Change 

CY MT NONFARM EMPLOYMENT 
Executive 

Percent Change 

FY INCOME TAX AUDITS (Millions) 
Executive 

LFA 

1988 1989 1990 1991 

$141.114 $139.170 $148.077 

$143.762~$136.676 $150.401 

$10.300 $11.000 $11.500 $12.000 
3.08% 6.80% 4.55% 4.35% 

$12,181 $12,369 $12,258 $12,072 
-1.34% 1.54% -0.90% -1.52% 

$6.189 $6.528 
2.50% 5.48% 

$7,385 . $7,385 
-1.06% 0.00% 

$6.902 
5.73% 

$7,385 
0.00% 

$7.325 
6.13% 

$7,385 
0.00% 

275,500 277,100 278,600 280,400 
0.51% 0.58% 0.54% 0.65% 

$10.307 $10.786 $11.266 

$8.756 $10.297 $10.297 $10.297 

CY GAIN FROM FEDERAL TAX REFORM (Millions) 
Executive $39.233 $48.120 $58.079 $69.383 

LFA $39.233 $48.120 $58.079 $69.383 

CORPORATION INCOME STATISTICS 

FY GENERAL FUND REVENUE (Millions) 
Executive (plf5/o $28.694 $28.855 $29.010 

LFA $29.654 $29.660 $30.567 

CY MT CORPORATE TAXABLE INCOME (Millions) 
Executive $546.698 $559.286 $581.776 $641.576 

CY U.s. CORPORATE PROFITS BEFORE TAXES (Billions) 
LFA $299.7 $312.3 $327.6 

t 
Wharton Econometrics 1/89 Forecast $299.2 $314.6 $330.8 

1l104-,vn.: H14rZJ? IcoUZe ~. 
FY CORPORATION TAX AUDITS {Millions 

Executive $9.203 $7.000 $7.000 $7.000 

LFA $9.203 $9.000 $9.000 $9.000 

CY GAIN FROM FEDERAL TAX REFORM 
Executive $5.890 $6.350 $6.750 $7.175 

LFA (included in total revenue, not separate item) 
~\."' \.N<.'<.t.:. €\.~,~ - C~'U6..0.-,:>-"1M. ~c..<.~",,-. 




