
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By DAN HARRINGTON, CHAIR, on March 7, 1991, at 
9:02 a.m. 

ROLL CALL 

Members Present: 
Dan Harrington, Chairman (D) 
Bob Ream, Vice-Chairman (D) 
Ben Cohen, Vice-Chair (D) 
Ed Dolezal (D) 
Jim Elliott (D) 
Orval Ellison (R) 
Russell Fagg (R) 
Mike Foster (R) 
Bob Gilbert (R) 
Marian Hanson' (R) 
David Hoffman (R) 
Jim Madison (D) 
Ed McCaffree (D) 
Bea McCarthy (D) 
Tom Nelson (R) 
Mark O'Keefe (D) 
Bob Raney (D) 
Ted Schye (D) 
Barry "Spook" Stang (D) 
Fred Thomas (R) 
Dave Wanzenried (D) 

Staff Present: Lee Heiman, Legislative council 
Lois O'Connor, Committee Secretary 

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

HEARING ON HB 790 

Presentation and opening Statement by Sponsor: 

REP. THOMAS, House District 62, stevensville, gave the opening 
statement on behalf of REP. MESSMORE, Sponsor, HB 790, House 
District 38, Great Falls. He stated that HB 790 was brought 
about at the request of the Governor. This is another piece of 
the Governor's health care plan that has been proposed this 
session. 
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Hank Hudson, Coordinator on Aging, Governor's Office, stated HB 
790 is consistent with the goal of the Governor's Office to 
encourage families and family members to provide long term care 
services for their loved one. In the U. S., 70% of the long term 
care provided is provided by the family members. The intent of 
HB 790 is to encourage this type of care. It also encourages 
individuals to plan for long term health care which will, 
hopefully, reduce the dependance on the Medicaid program. 

In the two years since the passage of the tax credit for elderly 
care, we have observed a growing interest in this credit, but we 
also observe very little utilization. The original estimate was 
that this tax credit would cost around $469,000 per year. Last 
year $17,000 in credits were claimed. For a number of reasons, 
this opportunity is not being utilized: (1) people haven't 
learned about it nor has it become common knowledge among people 
who prepare taxes or people preparing their own taxes; (2) there 
are certain restrictive natures in the program that would be 
corrected in HB 790. 

One of the restrictive item to be changed would be the people 
whom you care for, for which you could claim the tax credit, had 
to be 70 years of age. HB 790 would lower that age to 65. It 
would also include family members who are disabled under the 
definition of social security. If you are caring for a disabled 
family member in your home, those expenses not covered by 
Medicare, Medicaid, or private insurance, would then be eligible 
for the credit. It would also correct an oversight in the 
original bill which said that an individual you are caring for 
couldn't have an income over $15,000. If you cared for a couple 
(your Mom and Dad) their income couldn't be more than $15,000. 
Our original intention was $15,000 for an individual and $30,000 
for a couple. 

The second approach of HB 790 is to expand those types of 
services and expenses that are eligible for the credit. It would 
expand the services to include personal care attendant services. 
These are services such as help with bathing, help with eating, 
supervision and help getting in and out of bed. These are the 
types of services most needed by families who are taking care of 
their loved ones. 

This would also include costs for long term care insurance. If a 
family decided to buy long term care insurance, their expenses 
for the policy would be subject to the credit. If they paid for 
the expenses in a licensed long term care facility, these would 
also be included in the credit. This is an effort to encourage 
more families to become involved in providing these services. 

Bob Frazier, Governor's Health Care committee, introduced a copy 
of a report written by him on long term health care. EXHIBIT 1 
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Fred Patton, American Association of Retired Persons, stood in 
support of HB 790. He stated that one of the concerns they have 
is the quality of care. Being able to live in their homes and 
being cared for by their own relatives makes a difference. HB 
790 makes the administration easier and covers the part of the 
bill that were left out the last time. 

Rose Huqhes, Kontana Health Care Association and Jim Aarons, 
Montana Hospital Association, urged the committee's support. 

Opponents' Testimony: None 

Questions From Committee Members: 

REP. REAM said the fiscal note was long and involved and asked if 
there was anyone present who could explain it. Jeff Miller, DOR, 
stated the fiscal note involves bringing together data from 
multiple sources and 16 different assumptions. They tried to 
identify the maximum amount that would be spent in all of the 
areas, and factored against that the various declining level of 
credit based on income levels. We then arrived at what the 
maximum amount of credit might be. Based on our experience with 
the previous program, which was substantially underutilized, less 
than 1%; they factored in a consideration stating that a person 
could double that •. We then arrived at an estimated use of 2% of 
what they calculated as being maximum to arrive at the $15,000. 

Closing by Sponsor: 

REP. THOMAS stated the one thing the fiscal note is impossible to 
calculate in that there should be a SUbstantial cost savings to 
the state. HB 790 does advocate people planning and taking care 
of their future need which includes nursing home care. More than 
six out of ten nursing home beds are paid for by the state 
through Medicaid. If more people are planning their future, we 
are enticing and encouraging them with the tax credit; then 
hopefully there will be a cost savings to the state. He 
submitted an amendment which will be dealt with in executive 
session. EXHIBIT 2 

HEARING ON HJR 24 

Presentation and opening statement by Sponsor: 

REP. REAM, House District 54, Missoula, provided written 
testimony on the revenue estimating process. EXHIBIT 3 

The revenue estimating process has been a recent phenomenon in 
the Legislature starting in the 1983 session. The idea behind 
HJR 24 is that we have always gone through the appropriations 
process. The Legislature acts on appropriations bills and 
accumulates the appropriations side of the equation by the 
actions on these various bill. The revenue side of the equation 
is more dependent on existing law and the revenues that are 
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derived from existing tax law. Various factors change with time 
such as population increases, change in personal income, and all 
sorts of assumptions that affect these revenues. The revenue 
estimating process was an attempt to get a handle on all of the 
assumptions. 

Last session we passed a bill that gave the Revenue Oversight 
Committee the revenue estimating responsibility. The Committee 
adopted certain assumptions, and those assumptions appear in HJR 
24. The importance of the resolution is that we are getting 
closer to a revenue understanding in the different branches of 
government. 

At the last Revenue Oversight Committee, three areas of 
uncertainty were discussed. They are: (1) income tax; (2) 
interest and rates; and (3) oil and gas revenues. 

Proponents' Testimony: 

Terry Johnson, Leqislative Fiscal Analyst Office, provided 
written testimony. EXHIBITS 4,5,6 

steve Bender, Office of Budqet and Proqram Planninq, stated that 
the conclusions he ,reached are similar to those outlined by Terry 
Johnson. 

Regarding income tax, there are some major changes going on. If 
you look at year to date collections, it makes one concerned. He 
is optimistic that the state will finish the year close to what 
they are asking. The underlying factors that influence income 
tax revenues are doing okay. 

We must realize that the current prices we are seeing in oil and 
gas are significantly lower than those used in the revenue 
estimates before the Persian Gulf War. The questions are how 
much lower is the oil price going to be and what levels are they 
going to settle at next biennium? We recommended to the Revenue 
Oversight Committee to wait and see on the oil prices before we 
change the estimate. 

Interest rates appear lower but those things can change 
dramatically and quickly if the federal reserve is convinced that 
the recession is over. Interest rates will come up. The 
interest rates are as low as they are going to get for the time 
being. 

opponents' Testimony: None 

Questions From committee Members: 

REP. REAM said the underlying assumptions on income tax seem to 
be holding and asked steve Bender to explain what factors go into 
the model for predicting this. Mr. Bender stated the normal 
income tax model will try to forecast the tax base. Terry 
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Johnson and he rely on is building up from employment forecast. 
They will use this to anticipate wage and salary income, personal 
income, and broader measure of income; and use that and assumed 
inflation rate as the major drivers of income tax forecasts. 

REP. ELLIOTT said he was curious to know how accurate the 
forecasts are. Terry Johnson said he was going to dodge the 
question to a certain degree because in the revenue estimating 
process, there is a certain forecast prepared prior to a 
Legislative session. Then as the session proceeds, there are 
numerous types of bills passed that will affect the levels of 
revenue of the various components. There is never an official 
set of revenue estimates that we can go back to and track. 

Closing by Sponsor: 

REP. REAM clarified to the committee that the jump doubling the 
income tax is not a doubling of actual income tax. It is because 
of HB 28 and the changes that were made on the allocation of 
income tax revenue that went to the general fund for 1992-93. 
Before, much of it went to the school foundation program. 

EXECUTIVE ACTION ON HJR 24 
, 

Motion/Vote: REP. O'KEEFE MOVED HJR 24 DO PASS. Motion carried 
unanimously by voice vote. 

HEARING ON HB 614 

Presentation and opening statement by Sponsor: 

REP. COBB, House District 42, Augusta, stated HB 614 would raise 
$12.5 million per year from a three cent cigarette tax and $2.1 
from the state equalization account. The money would provide 
children of low income families with health insurance. 

There are two bills being introduced that deal with this problem. 
HB 614 in the funding bill and HB 522 is the actual 
implementation of the bill. He split the bills because he was 
concerned that if the committee didn't like the funding 
mechanism, at least the bill would be passed that allows 
donations to do so. 

HB 522 allows SRS to purchase health insurance for low income 
children which is limited to preventive care. It costs 
approximately $30 per month to buy this insurance. Blue Cross 
and Blue Shield would run it for no administrative costs. The 
only information that SRS needs is your income, social security 
number, and how many children. If they qualify, it goes to the 
lowest income children. 
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HB 614 is the funding bill to HB 522. It is funded by a three 
cent cigarette tax and $15 per student out of the state 
equalization account to fund this mechanism. REP. COBB provided 
amendments for HB 614. EXHIBIT 7 

proponents' Testimony: 

Mike Malas, Concerned citizen, provided written testimony. 
EXHIBIT 8 

Paulette Kobman, Montana Council for Maternal and Child Health, 
provided written testimony. EXHIBIT 9 

Jim Smith, Residential Child Care Association, stated there is a 
situation where the program of HB 522 is good, but there will be 
significant opposition to the funding program in HB 614. If the 
opponents convince you that the funding mechanism is not the 
appropriate way to fund the program, then the committee has the 
power to craft an alternative funding mechanism. Programs like 
this are valuable and should be funded out of general fund 
revenues. 

Judith Carlson, Mo~tana Chapter of the National Association of 
Social Workers, urged the committees support of HB 614. 

opponents' Testimony: 

Jerome Anderson, Attorney, Tobacco Institute, provided written 
testimony. EXHIBIT 10 

Dennis Winter, Phillip Morris, stated Montanans will be deeply 
affected by this tax. He gave a visual presentation on the 
affects of the tax. 

Mark staples, Montana Tobacco and Candy Wholesalers, stated they 
would be one of the businesses affected by this tax. They 
recognize the obligation to pay taxes. They have had three 
increases in the last two years and four being introduced in this 
session. He presented written testimony on behalf of scott 
Leprouse, sandy Berqsinq, and Ed.Buckner.who wanted to go on 
record in opposition to HB 614. EXHIBITS 11,12,13 

Dale Markovich, Butte Distributor, stated that even three cents 
tax on a pack of cigarettes seems small, he is concerned that it 
could be the straw that breaks the camels back. On January 1, 
the federal excise tax went into affect have a negative impact on 
the industry. His business dropped 15% in the first two month of 
1991. As a result, he has had to layoff two employees. 

Mike Parker, Penninqtons Incorporated, provided written 
testimony. EXHIBIT 14 
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Dean Woodring, S.D.I. Wholesalers, provided written testimony. 
EXHIBIT 15 

steve Buckner, Montana Association of Tobacco and candy 
Distributors, provided written testimony. 'EXHIBIT 16 

Roger Tippy, R.J. Reynolds, went on record in opposition to HB 
614. 

John Delano, Phillip Morris, provided written testimony. EXHIBIT 
17 

Madalyn Quinlan, OPI, stated HB 614 appropriates $2.1 million 
annually from the school equalization account. It would make 
more sense to make it a general fund appropriation to SRS. The 
reason being that the appropriation from the school equalization 
account is virtually the same as an appropriation from the 
general fund. The school equalization account is going to need a 
$220 million general fund appropriation in the biennium just to 
fund ,the foundation schedules. She stated that if the committee 
does decide to fund this bill through the use of the school 
equalization account, section 20-9-343 should be amended which is 
the statute that d~fines the types of programs that can be funded 
by the school equalization account. . 

Questions From committee Members: 

REP. RANEY said the opponents made numerous references to what 
Mike Males had to say in his testimony and asked him if he had 
any responses to this. Hr. Males said the reason he calls this a 
user fee is because low income children do suffer the affects of 
tobacco consumption even though they are not active consumers. 
We know from scientific studies that blood and nicotine levels 
can be measured in passage smokers. Going through the Surgeon 
General's reports, he is impressed with their conservatism. They 
do not SUbstantiate whether smoke in restaurants and public 
buildings cause health damage. They say that there is nothing to 
SUbstantiate this, but there is evidence for the area that HB 614 
addresses which is the health effects on children. 

closing by Sponsor: 

REP. COBB stated that most of the money collected from the 
enactment of HB 614 is going directly to a service which is 
health care for low income children. This is a very important 
purpose. He needs $5 million and this is the best way he knew of 
to find it. He doesn't think it will break OPI and the schools. 
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Presentation and opening statement by Sponsor: 

REP. KAnAS, House District 55, Missoula, stated currently,if you 
purchase a piece of property owned by the federal government, 
that has been repossessed under FHA, etc., taxes are not paid on 
that property until the beginning of the next tax year. HB 757 
would require a person to begin paying property taxes from the 
point that ownership is taken. Because of this, it should 
generate some revenue. 

Proponents' Testimony: None 

opponents' Testimony: None 

Questions From Committee Members: None 

Closing by Sponsor: 

REP. KAnAS said the DOR proposed an amendment and he asked them 
to respond to the bill. Judy Rippinqale, DOR, stated that the 
Department feels H~ 757 is an excellent bill, and she urged the 
committee's support: Currently, when a purchaser of property is 
foreclosed on by FHA or VA and they acquire a title on January 1, 
the exemption continues for the remainder of the year. HB 757 
will exempt this past practice. REP. KAnAS made no further 
closing statement. 

EXECUTIVE ACTION ON HB 757 

Motion: REP. RANEY MOVED HB 757 DO PASS. 

Discussion: 

Lee Heiman, Leqislative council, explained the amendment. On 
Page 2, line 6, strike "15-16-102 and insert, "subsection (2)". 

Motion: REP. REAM moved the amendment to HB 757. Motion carried 
unanimously. 

Motion/Vote: CHAIR HARRINGTON MADE A SUBSTITUTE MOTION THAT HB 
757 DO PASS AS AMENDED. Motion carried unanimously by voice 
vote. 

Announcements: 

CHAIR HARRINGTON stated that HB 790, HB 614, HB 721, and HB 868 
will go to the Income/Severance Tax Subcommittee and HB 757, HB 
822, and HB 869 will go to the Property Tax Subcommittee. 
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EXECUTiVE ACTiON ON HB 447 

Motion/vote: REP. ELLiOTT MOVED HB 447 BE TABLED. Motion 
carried 17 to 4 with REPS. FAGG, THOKAS, GiLBERT, and NELSON 
voting no. 

EXECUTiVE ACTiON ON SB 15 

Motion/vote: REP. ELLIOTT MOVED SB 15 BE CONCURRED IN. Motion 
carried 16 to 5 with REPS. O'KEEFE, HADISON, RANEY, WANZENRIED, 
and McCAFFREE voting no. REP. GILBERT will carry SB 15. 

EXECUTIVE ACTION ON HB 332 

Motion/vote: REP. THOKAS MOVED HB 332 BE TABLED. Motion carried 
18 to 3 with REPS. O'KEEFE, WANZENRIED, and McCAFFREE voting no. 

EXECUTIVE ACTION ON HB 558 

Motion: REP. O'KEEFE MOVED HB 558 DO PASS. 

Motion: REP. O'KEEFE moved to amend HB 558. 

Discussion: 

Lee Heiman, Leqislative council,-explained the amendments. 
EXHIBIT 18 

vote: Motion on the amendments carried unanimously. 

Motion/Vote: CHAIR HARRINGTON HADE A SUBSTITUTE KOTION THAT HB 
558 DO PASS AS AMENDED. Motion carried unanimously-. 

EXECUTIVE ACTION ON SB 202 

Motion/Vote: REP. RANEY MOVED SB 202 BE CONCURRED IN. Motion 
carried unanimously on a voice vote. CHAIR HARRINGTON will carry 
SB 202. 

EXECUTIVE ACTION ON HB 282 

Motion: REP. O'KEEFE KOVED HB 282 DO PASS. 

Motion: REP. O'KEEFE moved to amend HB 282. EXHIBIT 19 

vote: Motion on the amendments carried unanimously. 

Motion/vote: CHAIR HARRINGTON HADE A SUBSTITUTE MOTION THAT HB 
282 DO PASS AS AMENDED. Motion carried unqnimously on a voice 
vote. 
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HOUSE OF REPRESENTATIVES 

TAXATION COMMITTEE 

ROLL CALL DATE .3 /7/9/ 
; ry 

~ PRESENT ABSENT EXCUSED 

V REP. DAN HARRINGTON 

REP. BEN COHEN, VICE-CHAIRMAN / 
REP. BOB REAM, VICE-CHAIRMAN ./ 
REP. ED DOLEZAL /' 
REP. JIM ELLIOTT /" 
REP. ORVAL ELLISON . -
REP. RUSSELL FAGG /' 
REP. MIKE FOSTER 

, L 
REP. BOB GILBERT V'" 
REP. MARIAN HANSON ./' 
REP. DAVID HOFFMAN Jl4A&JJ.X. ,/ 

REP. JIM MADISON / 
REP. ED MCCAFFREE / 
REP. BEA MCCARTHY . 
REP. TOM NELSON ~ 
REP. MARK O'KEEFE / 
REP. BOB RANEY ./ 
REP. TED SCHYE .,/' 
REP. BARRY "SPOOK" STANG / 
REP. FRED THOMAS / 
REP. DAVE WANZENRIED ~ 



HOUSE STANDING COMMITTEE REPORT 

Mr. Speaker: We, the committee on Taxation 
Joint Resolution 24 (third reading copy 

March 7, 1991 
Page 1 of 1 

report that House 
blue) do pass • 

/! /~-... 

si9ned: ____ :-__ ~/~;-,~--~---,~,~,~--/.'-
Dan Harrington, Chairman 

A Q 1 ., c: 1 (U" . ~nd 
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Mr. Speaker: We, the committee on Taxation report that House 

Bill 757 (first reading copy -- white) do pass as amended • 
, i I 

" / 
i'- -' _ "-":--r 

Signed: ',;' f t '.- .. ,'./' / 1/( f / 

And, that such amendments read: 
1. Page 2, lIne 6. 
Strike: R15-16-102-
Insert: ·subsection (2)-

Dan Harrington, CWairman 
/ 

4Q'~n' 
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\ \ 
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Mr. Speaker: We, the committee on Taxation report that Senate 
Bill 15 ,(third reading copy -- blue) be concurred in • 

. ,,----- , " 
Signed: ____ :-__ ··:-__ ~--~,----~~·"---

Dan Barrington, Chairman 

Carried by: Rep. ?I L ~eYl.."-
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Mr. Speaker: We, the committee on Taxation report that House 
Bill SS8 (first reading copy -- white) do pass as amended • 

Signed: ____ ~--~--~--~·-.-r--!~/='~/~--/--· 
Dan Harrington. Chairman 

And, that such amendments read: 
1. Page 4, lIne 12. 
Following: wpreparedw 
Insert: "by December 1-

2. Page 4, line 13. 
Following: weachw 
Insert: WregularW 

C H d 

" 
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Mr. Speaker: We, the committee on Taxation report that 

Bill 202 (third reading copy -- blue) be concurred in • 
/ 

i 

Senate 

.,....-' 

Signed: ____ ~"~,~'f~'----,~----~~-,'~.·-,~~/~----
Dan Harrington, Chairman 

Carried by: Rep. Harrington 
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Mr. Speaker: We, the committee on Taxation report that House 

Bill 282 (first reading copy -- white) do pass as amended • 

/" ~",-:,.p,--' 

Signed: ____ ~~/~' ~~ __ ~ __ ~~~--/-
Dan Harrington, Cha~rman 

And, that such amendments read: 
1. Title, line 7. 
Following: "COUNTY,· 
Insert: "TO REVISE THE METHOD OF COMPUTING THE STATE LAND 

EQUALIZATION PAYMENTS, TO PROVIDE FOR REDUCTION IN PAYMENTS 
WHEN THE FUNDS APPROPRIATED ARE NOT SUFFICIENT TO MAKE FULL 
EQUALIZATION PAYMENTS,· 

Strike: ·SECTION" 
Insert: "SECTIONS· 

2. Title, line 8. 
Following: line 7 
Insert: "77-1-501,· 
Following: "77-1-502," 
Insert: "AND 77-1-504, MCA, REPEALING SECTION 77-1-503," 
Following: "DATE" 
Insert: "AND AN APPLICABILITY DATE" 

3. Page 2. 
Following: line 1 
Insert: ·Section 1. Section 77-1-501, MeA, is amended to read: 

"77-1-501. List of state lands by county_ The 
department shall, before the first Monday of April of every 
year, prepare efta treft8Mit a statement te the ae~artMeftt ef 
reveft~e er"ite a~eftt 1ft that identifies each county in which 
the state hee owns real property in excess of 6' of the 
total land area of the county and from which the state 
derives grazing, agricultural, or forest income. The 
statement shall contain the total number of acres owned by 
the state in that county and list the acres separately as 
grazing, agricultural, or forest land."" 

Renumber: subsequent sections 

4. Page 2, line 4. 
Following: "(1)· 
Insert: "(a)· 

491256 



S. Page 2, line 5. 
Strike: ·classify and-

6. Page 2, lines 6 through 8. 

March 7, 1991 
Paqe 2 of 3 

Strike: -that- on line 6 through -county- on line 8 
Insert: -aue-to each county in which the state-owned property in 

that county is in excess of 6% of the total land area for 
the county. 

(b) The amount in lieu of tax payment for land owned by 
the state must be computed based upon an imputed value of 
state land, in the three categories listed in subsecti~n 
(1) Cd), that exceeds 6% of the total land area of the county 
as follows: 

(i) The value per acre for each category is computed by 
multiplying the total statewide taxable value of the 
category by the statewide average mill levy for state, 
county, and school district levies for the year in which the 
payment is to be made divided by the statewide quantity of 
that category of land. 

(ii) ~e amount of the payment in lieu of taxes is 
determined by multiplying the value per acre by the ratio 
that the number of state-owned acres of land of that 
category bears to the total amount of state-owned land in 
the county multiplied by the amount of state-owned land in 
the county in excess of 6' of the total land areas of the 

,county. 
(c) The total statewide taxable value and the statewide 

quantity of each category of land is the amount published in 
the most recent biennial report of the department of 
revenue. For the agricultural category, the department shall 
use the value and quantity of irrigated and non irrigated 
land. 

(d) As used in this section, the categories of land 
are: 

(i) grazing land, 
(ii) agricultural land, and 
(iii) timberland. w 

7. Page 2, line 2S through paqe 3, line 7. 
Following: -(2)- on line 2S 
Strike: the remainder of subsection (2) in its entirety 
Insert: wlf the funds appropriated for a fiscal year are 

insufficient to pay the full amount in lieu of tax payments, 
as calculated in subsection (1), the department shall 
prorate the payment to counties.-

491256SC.Hpd 



8. Page 3. 
Following: line 7 

March 7, 1991 
Page 3 of 3 

Insert: ·Section 3. Section 77-1-504, MCA, is amended to read: 
"77-1-504. P~eeessift! ef ea~ftey 9tatemeftt~ Filing 

claims. ~he ~e~a~tmeftt shall ellamifte tfte atatemeftt retYPRea 
ey ihe 8!eftt af efte ae~a~~eftt af reQen~e fer see~raey, aft~ 
1ft He ease Bhsll the state lafta e~~ali~atieft ~aymeftt ~e 
appreyea ~ftless the state exemptieft fi~~re is eea~etea frem 
tRe !peSB assessment £i~~e ift the statemeftt. The department 
shall, before November 1 of each year, prepare and file a 
claim with the department of administration for all counties 
who are eligible for state land equalization payments, and 
this claim shall show the amount of money each eligible 
county will receive." 

NEW SECTION. Section 4. Repealer. Section 77-1-503, 
MCA, Is repealed. 

NEW SECTION. Section 5. Applicability. [This act] 
applies to tax years beginning after December 31, 1991." 

Renumber: subsequent section 

491256SC.H d 
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EXHlBlT_--,-' -
DATt.-E --:;....3'--_fJJ--_q~l_ 
Hal...· .......;.~'J.....Iq~O __ 

MYTHS & REALITIES 
Why Most of What Everybody Knows about 

Long-Term Care Is Wrong 

Joshua M. Wiener and Katherine M. Harris 

T he place of long-tenn care on the national policy 
agenda has risen dramatically in recent years. 
Over the past year. Nt:wsweek devoted a cover 

story to Alzheimer's disease. the Nt!W York Times ran a 
four-part story on long-tenn care. and Waiter Cronkite 
narrated a special program on financing issues. 
Several key members of Congress in both houses have 
introduced legislation to overhaul the financing of 
long-term care. And long-term care is·receiving equal 
billing with hospital and physician care in major 
reviews of health policy by the U.S. Bipartisan 
Commission for Comprehensive Health Care <the 
Pepper Commission). the White House Domestic 
Policy Council. and the Social Security Ad\'isory Council. 

As policymakers have hurriedly educated them
seh'es about chronic disability. nursing hom~s, and 
home care, a body of conventional wisdom abuut long
term care has developed. Unfortunately, much of it is 
simply wrong. Of the many unfounded notions about 
long-term care currently in circulation, eight myths are 
especially prevalcnt. 

J,'~IIl1a M. Wit'm'r;:: a st:lI;ur fd[ow III II,,· Ecullllmic 5111111,'s I"'" 
gram at tit" Brookillg'> [llstillliioll, wlt/'r,· lit" ',m; cO"l/udl'd ('.TIt'll· 

$;1',' rrs,'arc/, "" /1111'-':""'''' (Itr,'. II,' ,~ tI,,' CU" II 11111', a",11 ,H,c,' 
Ridill, of C.uin!; (or the OiS.lbll·d Elderlv: Who Will r.w' 
(I:Jr(lukillg:" 1988). Kizl"",i",' M. HII"'~. willi' '1'(,'"lill rl'l'l'Il·r"· II 

",a~/"'·,. d,'srI'L' ill rC(lII(}II11C5/rc"" lit,' Ul/lz·,'r~/II/"f ,\fldll,,11I, 1:0 II 

,,-:;,'nrcIt lI~~I~/mllll/ til,· [fVIW/I"C Stu,ite's p'ogram at U"~';'/II.\:O. 

M YTH 1: THE LONG-TERM CARE ISSUE 

AFFECTS ONLY THE ELDERLY 

It is true that long-term care disproportionately con
cerns people aged 65 and over. But great numbers of 
people under 65 are also affected, both as the chronically 
disabled and as caregivers. 

First. not all disabled people are old. At least a Guar
ter of all adults who have trouble performing such basic 
personal tasks as eating. bathing. and dressing are un
der age 65. Broader definitions of disability that b.:.uu~ 
such tasks as doing housework, shopping, and manag
ing money increase the figure to 46 percent. Although 
disability is much more prevalent among the over-6S 
population. there are m.my more people under th~ .lg~ 
of 65 than over. So even a low disJbility r.:lte .,mon~ 
those under 65 produces a Significant number of 
nondderlv disabled. 

Despite their numbers, we know little Jbout the ch.lr
acteristics .1Od service needs of dis.,bled people under 
ag~ 65. We do know th.1t they tend to m.lke less us~ of 
paid services, such as home care ,lnd nurSInS home care, 
th.,n do the elderly. But we don't know why. 

Sccond.long·h.'rm c:lre Issues 'liil.·ct not only dis.,bl~d 
Am~ricJns themselvcs, but .lbu tlll.'lr f,lmdil'S. \Vhl.'n .l~· 
in~ p.1rcrits rL'qulrl' carl" it IS u~u.llly tht.'lr chrldrl'n \\'h~) 
''lrt' c.llled upon to provlJe it. Alnlll:-.t two-thirds or un
plllJ C:lrL'~I\,l'rs to thL' di~.lbll'd l'kkrlv ,H~ lItlJl..'r ('\3. 
AnJ COplll~ Wlth.l Jis.,bkJ t.'IJI.·r!v rd,ltl\'L' IS bl'(Omln~ 

.1n incrl.·.lsln~ly commOIl c"<pl..'rIl.'nce, l,lrSdv bl'causc:> 



pl.'llpie,ut.? Iivin~ lon~cr. In.ln.ltlon~l ~tlr\'L'V {Ii \'otcr~ oi 
.11l.l~C~,.+i pcrccnt ~.lid th.lt ~OI1H..'\llle IIllhl'lr t.1I1l11~· h.ld 
.1Irl'.1I.!v needed 11lnM-term l .. 1rL'. 

lkc~u!'I.' lon~-t\.'rm (~rc i~ .m import.lIlt f.lmilv i~~tlL' 
.md not ju~t it n<lrnnV interl..'~t of the elderly, publi( Oplll
illn pt1lb reve<ll little evidcIKC lIt tension bdwt'en ~'olln~ 
.1I1d llid .1bout devotin~ rc~ources to long-term C<lrl'. 
Public opinion surveys, includin~ tho~c by the D41md 
Y,lnkdo\'idl Group, clln!'istt.?ntly find thJt younger Jge 
~roups support public spendin):; for lon~-term C<lre as 
llluch as, it not mort.? th~n;okicr groups do. Tht..'-conscn
~u~ hold!' tirm evt.?n when it comt.?s to p<lying Jddition<ll 
t41~C:;. 

[31.'C<lu~~.long.-term C<lre is an issue involving the di!'
.1blcd ot all a~es .lnd their relatives, equity would de
m<lnd th<lt the under-65 ~roup be included in <lny future 
public pro~r<lm. Except to hold down costs, there is no 
~{'od rC<lson to limit initi<ltives to the elderly. Still, more 
rese<lrch into how to ser\'e the younger dis<lbled popu-
1<lt1on and how to support caregivers meaningfully is 
crucial to an effective <lnd affordable program. 

M YTH 2: IN THE GOOD OLD DAYS FAMILIES 

TOOK CARE OF THEIR ELDEI~LY PARENTS 

AT HOME, BUT Now FAMILIES JUST DUMP 

DISABLED RELATIVES I~TO NURSING HOMES 

The second myth laments the coll41pse of the extended 
family and the selfishness of the current generation. The 
reality is that disability rates increase r<lpidly with age. 
In the good old days, elderly relatives rarely lived long 
enough to develop chronic disabilities. The quadrupling 
of the number of elderly people in institutions between 
1950 and 1980 was due not to families abandoning dis
abled relatives, but to falling death rates. More than 
two-thirds of the increase can be explained solely by the 
jumps in the absolute number of older Americans and 
the disproportionate growth in the population aged 75 
and older, who have the greatest long-term care needs. 
C'1e sign that families are not abandoning their disabled 
r_,.itiv~ is that nursing home use rates actually fell a lit
tle between 1977 and 1985. 

In f.lct, most disabled elderly Americ:ms continue to 
live in their communities, assisted by theIr relatives. In 
1982, for inst.lnce, only about 21 percent of the dis<lbled 
elderly were in nursing homes, Of those who were not 
in nursing homes, nearly 90 percent received unpaId 
support, mostly from wives, daughters, .lnd d:1U~hters
in-law. American f.lmilies devote enormous time and 
energy to the care of dis.lbled relatives. The costs arc 
emotional and physical.1s well.ls fin;nci.11. One study 
estimated th.lt 27 million unp<lid, iniorm411 care visits 
were made each week in 1980 bv famIly .lnd friends. 

Without unpaid family can~glvers. public spendin~ 
on long-term C.lre would f.lr exceed current levds. Prl'
dictably, policym<lkcrs <lre eX.1mtntn~ W<lys to mcrl .. 1SI..' 

unpaid cue. Thcy lIrC unlikdy 10 be successful. ~imply 
because families are .1lre.ldy domg so much. 

M ' III>: II I' \111 IllI\II' (. \1,1 I, 

1 'I, II \ I" II I. I \ '.111 1 I'" \ \ II: ~,.", I':: l 1 \ II 1\ '. \. 

U'I'\I(1 C \\,1 

Till' tl..';"lr th.lt .1 ~\l\'l'rnml'nt prll~r.lm (It p.l1J lwml..' C.lrL' 

will rl'dtll'l' unp.lid f.lmtiv Glre h<l!'o p<lr<llvzcLi dtort!i to 
reform thL' l<.Jng-h..'rm C;"lre JcllvL'ry ~y!itL'm. [>o!tcym.lk
ers do nut W.1I1t III p<ly tor whilt I::; aire.:lJy prOVIded at 
no cost to t<lxpaycrs. 

Yet most studies sug~est Ih<lt when the disabled el
derly r.eceive p<lld home C<lre, such as adult d<ly carl', 
skilled nursinl; services, person<li C<lrc, and homemaker 
services, th~ unpaid care Hiven by f<lmiiy members do~ 
not chan~e si~nific<lntly. Accordin~ to William Weissert 
of the University oi Michigun. of 53 findings In studic~ 

of the effect of paid home care on mform<ll carl'. -+1 were 
not statistically sl~ntiicant, i su~gested <l sl~ntricant in
crease in unpaid support, only -+ susgcsted a signitic:.nt 
decrease. and I was indetermmate. 

A few of these studies are espeCially notable. An e"1i
uation of a federally funded project, the C::annei. '~ 
Demonstration. found that providing a rich p.:lcka~ of 
services c<lused only a small reductIon in the Fercenc. ' 
ot disabled elderly receivinM any iniorrn.:ll care. it C.:lUSt:;:_ 

no significant ch<lnge in visits per week from informal 
caregivers or in hours per day of care by the primary un
paid caregiver. A few types of help, principally home
m<lker services. h<ld small but signiiic.lnt reductions, 
more by nonf.:lmily than bmily c<lre~i\'ers. Another 
study, of California's Multipurpose Sentor Services Pro-

WIzen aging parents 

require care, it is usually their 

children 7.0110 are called 

upon to provide it . ... 

Al1zerica1Z fa711ilies de'uote 

e110r7nOliS ti111e 

and energy to tlze care 

of disabled reiati'(}cs. Tlze costs 

are e1l1otiollal and plzysical 

as 'lccll £7S fi'JldJlciL11. 



ject. fuund ,1 !imall n.'ductinn in inltlrmal c.m:: fur people 
li\'m~ with others •• 1 10 perccnt iIKrl'.l!iC in paid (nre Icu 
to a 1.2 percent dl't:rcasc in intorm.11 care. The dfect was 
sm.llh.'r for an elderly pef!ioll li\'in~ with .1 child or with 
.l siblin~ nc.uby. Rl'Ccnt studies ot the Minlll'!'ota Pre-Ad
mis:;ion Screcnin~-Alternativc Clfl' Grants Pruhram and 
thc Chicago Five' Hnspitall'rohr.lI11 fuund that infurmill 
carchivers did not reducc ~uppllrt following the intro
ductiun of pilid hume care servicl.'S. Fin.llly. an ililalysis of 
the Nationill Long-Term C.ue Survey by Raymond Han
ley and Joshua Wiener of Bmokinhs found no significant 
substitution effects between paid ilnd unpaid care. 

To be sure, these findings measure mostly local, 
short-run experience rather than lung-run responses to 
a national public or F?~y~.t~.i~.~!:l:rance entitlement. Even 
so. they stlarply contradict the expl.'Ctation that informal 
care will collapse if paid home care is available. The im
plicntions are twofold. First. policymakers can probably 
expand paid home care without triggering an explosion 
of costs due to cutbacks of unpaid care. (Costs may still 
be high, 'but for other reasons.) Second, policymakers 
should not create a paid home care program with the ex
pectation that it will dramatically reduce the burden on 
caregivers. Families and friends will continue to provide 
almost as much care as they would have without paid 
services. What paid home care can do is give caregivers 

- a-needeci--respite and allow-them to arrange their hours 
and tasks more efficiently. Families will welcome the re
lief, but their burdens will remain great. 

M YTH 4: VERY FEW PEOPLE EVER USE 

NURSI~G HOMES, BCT THOSE WHO Do 
SPEND A LOI\.:G TIME THERE 

Admission to a nursing home is. in fact, quite common. 
The lifetime risk at age 65 of spending some time in a 
nursing home is between 35 percent and 49 percent. But 
the stay may not be long-term: the lifetime risk at age 65 
of spending more than one year in a nursing home is 
only about 22 percent. 

Although many people justifiably fear the expense of 
a very long stay in a nursing home. relatively short stays 
are quite common. Estimates are that between 46 percent 
and 64 percent of nursing home stays are l~s than a yenr. 
and that between 26 percent and -15 percent are less th.m 
three months. The paradox is that. while long-stay pa
tients are relatively few in number, they account for a 
huge proportion of nurSing home patient-days. For ex
ample. accordin~ to Wiener and his former Brookings col
league Denise Spence, nursing home p.ltients who St.1Y 
longer th<tn three years .lCcount for only about 20 percent 
of admissions but iO percent of total patient-Jays. 

Nonetheless, a nursing home st"y. huwevcr brief. can 
be financiillly burdensome. A short stay in a nurslIlg 
home will generate out-of-pocket costs that would bc 
considered cilt.lstrophic if they were hosplt.1lur phvsi
cian cosb. A 7j-Jay stay in ,1 Ilursinh honk', for ex.~m
pic, will co~t more than the ,wcr.1).;c hO~Plt.ll bill (Ii 

c::...y..., l I 
3-1-er.( 
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if they Luere hospital 
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A 7S-day stay in a nursing 
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... hOlne, for example, 

l.vill cost more t/1([11 the average 

hospztal bill of $6,700 

for treat111ent of pnell1110nia. 

i 
i 
i 

i 
$6,700 for treatment of pneumonia. For the 50 percent of I 
short-stay patients who recover and return home, a rel
atively short nursing home stay can mean a lower in- m

l come and fewer assets to pay for other emergencies_ 
An accurate picture of the risk of needing long-term 

care is crucial in assessing trade-offs in the design of in
surance policies for long-term care. Proposals. like those i 
advanced bv the Pepper Commission. that cover onlv 
short nursi~g home stays will complt'tely co\'er many 
admissions but only a sm.lll percent.l~e of total nurSing I' 
home patient·J.1YS. Thus. public costs will be relatively 
small. Conversely. social insurance proposals. such as 
Senator George Mitchell's, that cover only very long ~ 

stays will cover few patients but a l.lf~e pl.'rcent.1ge of I 
nursing home p.,tient-Jays. Thus, public costs will be 
rd~ltivc1y l.lrsc. 

M YTH 5: HO\lE CAf~E CA:-J REDLer: LO:\G

TEI{!'.I CAf(E E.\I'E:\()fTLI:i: 11\ SL'U~TlTL TI'\;G 

FOI( E~I'EI\:SI\,E NUI(SI:\G f-{O\I[ C.-\RE 

Supportl'rs of rtlbli(I~' fun~k'd homl' ore llttl'n ,lr~tll' 
th.1t thl':>l' ::ier\"l\."es wtll :>ub"lItutl' t\lr l· ... ;:'l.:n .. l\·\.' nur"'lll~ 
home c.lre and thus .Ktu,111y rl'Ju,l' rut'Il .. ,: IUnb·tl·rm 
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c,1rl' l'xpl'nditllrl· .... But I'l'll'r Kl'mrl·r. III till' r\~l'nn' rl'r 
f1l\llth C.1rl' I'pllt'\' .\lhl 1'\.· ... l·,H.:h .. ll1d Ilthl'r'" h.l\ " 
:.ho\\'1l th.lt III d,·llllln ... tr.ltllll1 ~'nlll'l t ... t!I,11 ,'!tl'rn\ ,'\
pantlni lHlIlll' t'.Hl·. lllt.lll·' .... ! ... fl'''',' r.lti1l'r th.lll dn:lllll.:J. 
,1l1d Illlr~ill~ hllllll' lI"'l· tL'!! 1I1l1\' ... 1\'~i1th· h'r L'\,ll11t'il-. l\\ 
the Ch,lIllH..'II11~ Dl·!l111n"tr;1tllll1. prll\ ld:n~ ,1 Wid.· r.1"·':\..· 

or home GIrl' ... t.·r\·jl'l· ... pu"hl'd lip \1I:.ll1h ,lilt! Illll~-tL'rm 

CJ re cost:-. .1 bllll t I ~ pl'rCL'11 t. 
Older pl'l1plc's .1\'l.'r~i(ll1 to nLlrSIll~ lHllnl's L',\plalns 

thi~ incn:asc. Cin'll .1 choil'l' betwL'l'n nllrsltl~ hllnll' CMC 
and nothin~, many ddl.'rI:' pL'Opit: will dl(l(lSC l1(lthin~. 
But when the choice is l.'xp,lnded to indudl.' hnml.' Cilr~. 
manY will choose home CJre. Thus, th~ costs ,lssociah.:d 
with'IMgl' incre,1ses in h(lme CMe mof\..' thiln oifset sm,1!! 
reductions in nursin~ home usc. 

Expected cost silvin~ I~. thcreton:. nllt ., ""lid rcason 
to exp"nd home can:. V,lrlOUS str.,t~gl~s. ho\',:cvcr, mav 
b~ able to limit a homL' CJre program's inCrt:mt!r.(.ll 
cost. Amon~ them are tar~~ttn~ scn'iccs to the most 
severely disabled. makin~ reduction or .hospltal .1dmis
sions a priority, cxploitm~ technolo~lcJI "fixe::- (such 
as automatic alarm systems), and a~~rcssivci: mont
toring use levels. 

Still, there are reasons other than cost :;.l\"in~ to ::iUt:'
port a paid home care program. A home c,,;-e Frogr;-.;.: 
would improve the qU<llity of life by addressin~ an un
met need of the elderly <lnd wot:ld provide the type or 
CJre that they o\'crwhclmm~ly want. 

M YTH 6: MOST Nl.:RSl="G HO\IE P,-HIE:--';TS 

PAY PRIVATELY AT AO\IISSIO:--';, Bl.:T ARE 

WELFARE REClrIE:-JTS AT DISCHARGE 

Probably the most widespr~ad long-term C<lre myth is ~ 
that most people enter a nursing home as indepen
dent, private-pay patients, then, impoverished bv the 
costs, turn to Medicaid, the federal-state h~alth' pro
gram for the poor, to pay for their care. Dt:?olt!tin~ 
one's income «nd assets down to ~Iedicaid financial 
eligibility levels is known as "spending down." Given 
thJt the cost of a year in a nursing home often e'(ceeds " .,. 
530,000, it is hard to see how it could be othenvise. 
Nonetheless, recent studit:?s conslstentl\' show th.lt 
only" modest number of nursll1~ ho'm~ p,ltit:?nts 
spend down to \I~dic<lid. c.Jo\·t:?rsd~·. m.ln~· mort:? 
patients are eli£ibl~ for \Iedic;lid "t .1omission th.ln 
previously thou~ht. 

Whilc one simul.1tiLln stuoy of elderl~' ~1.1SS.1Chust:?tts 
residents sllg£csts th.lt 46 Fl'rccnt oi thllSC .1~I.·O 75 Jnd 
over living .110nt~ in the comnlunlt~· would bt>come di
glble for ~kdic<llo .1lter only I ~ wt.'d,!> In .1 nursll1~ • 
homL', no study of .,ctu,ll spend-Jl)\\,1l beh.n·lor h.l·5 ~ 
found .1n cl}U1v.,knt dr.lln l)ll rt.·~lllH";I.'~. ~1.1ny nUr511lS J 
horne p.lticilts h.wl.! rc!.ltl\·cl~' tt.'\\' rl'''llur.:cs to bC~1n 
With. For C"lll1~'h: .. 1 :.tudv u:Oln~ \hd\l~.ln \kdl':"ld 
d.11l11:-; J.H.l tuund th.1t l'''\v .1 ,!:~.lnl·r ll[ l'l."'" nurslr.~ 

home F.,til·llts l'n~1l1.111:· I.·ntl""': ., ... ~'rt\·,Ht.·-t'·l\· ;'.1-

til'nts. A COllncdlCU[ ~tu.ly. \\'ilt.:h :11:i...I.'d multiple nur:--



ing hom~ stays. found thilt 21 percent of privilte-pay 
nursin~ home patients spent J(lWn at some time during 
their stay and that 3H percent of Mt.'tiicilid nursing home 
patients were private-pay at ;admission. Because they 
tend to have long lengths of'stay, spend-down patients 
accounted for a somewhat higher pcrcenta!;c of Medi
caid patient-days. 

In a third study, using the National Nursing Home 
Survey, Spen.ce and Wiener found that only about 
10 percent of private-pay nursing home patients 
spend down to Medicaid during a single stay. Even 
with adjustments for multiple stays, Spence and 
Wiener estimate that the proportion of private-pay 
patient$ who spend down to Medicaid eligibility is in 
the range of 15-25 percent. By contrast, fully 35 
percent of patients were eligible for Medicaid at ad
mission. A· substantial portion of the latter group 
probably would have had too much income to qualify 
for Medicaid had they continued to live·in. the com
munity. However. the high cost of nursing hqme care 
made them immediately eligible for Medicaid upon 
entry:to the nursing home. 

There are several other explanations for the modest 
spend-down rate. First. as notect earlier. many nursing 
home stays are relatively short. Thus. at an average 

"'-"" \, 
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M YTH 7: PHIV,\TE Lu;\;c-TEI\.\I C,\/{E 

IN5UI{,\NCE C'\I~ SOLVE Till: PI{OIlI.E~' 01' 

LONG-TERM C,\RE FINANCI.~C: 

Over the past few years the market for private long
term care insurance has grown rapidly. leading some 
policymakers to promote private insurance as the best 
way to finance protection against the catastrophic costs 
of long-term Cilre at a time of government austerity. The 
reality is that only about 3 percent of the elderly cur
rently have long-term care insurance. Even under opti
mistic assumptions about the future growth of the mar
ket. private insurance cannot do the whole job. 

Studies done at Brookings, the Employee Benefit Re
search Institute. Families USA, and the Urban Institute 
all conclude that only a minority of the elderly can af
ford private long-term care insurance. Other studie:: 
have found that a higher percentage of the elderly C;2': 

afford private insurance. but they have done so only c '." 
assuming that the policies were for limited coverage. b". 
assuming that the elderly would use their assets as wei! 
as income to pay the premiums. or by excluding a large 
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cost of S80 a day. the total cost of a three-month stay is 
$7.200. Ctn'amount tllat is sizaole but iriimageaole' tor _ ... _0_-' ._ .... ---.. - -.-.---------- _._. 
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many elderly people. By contrast. two-thirds of the pa-
tients who stay more than three years depend in part 
on Medicaid to help pay for their care. Even among 
this group. however. just 20 percent spend down; most 
are eligible for Medicaid at admission. Second. pri-
vate-pay patients may avoid relying on welfare by 
selling.their assets. including their houses. and byac
cepting money from relatives for their care. Although 
they may deplete their assets. they may never end up 
on Medicaid. . 

These research findings highlight the trade-offs be
tween goals against which proposals for long-tenn care 
must be evaluated. One goal is to prevent the elderly 
from having to spend all their life savings on nursing 
home or extensive home care. Even if patients do not 
end up on Medicaid. nursing home care still imposes a 
substantial financial burden that can financially cripple 
them and their relatives. This goal is most importOlnt to 
the middle and upper-middle classes. who hOlve 
significOlnt assets to protect. 

A second goal is to prevent older people from h.lVing 
to depend on welfare in the form of MedicJid. Public 
:harity always carries some stigma. and efforts to re
juce taxpayer costs are likely to perpetuate ,1 two-c1.1SS 
vstem with inferior status for Medicaid pOltients. Since 
'0st Medicaid patients in nursing homes are eligible at 
:;nission, focusing on the spend-down group ignores 

:he large .majorit~ of MedicJid PJtient~, who art! pre
:umably In the mIddle clJSS or below. with few Jssets. 

ceping this group oi! welfare dest..'rves grc\1tcr public 
JlIcy attentIon thJn it has received to d.lte. 

By the year 2000 

virtually all the parents 

of the baby boom generation will 

be elderly; thus baby 

boomers willlzave to face 

long-term care 

as a real-life, intensely personal 

proble111, 110 IOllger 

just s0111etlziJlg to rcad abollt 

in News\veek. 
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rl.'rn:ntJ~I.' of thl.' dderlv from the r('ol (If rl'opll.' who 
mi~ht bl.' inten:~tl.'d in ptln:h,'~tn~ in!'lIr.lIKc. 

:-\Itholl~h thl'rl.' i~ mom tor ~lIb~t,lIlti,,1 ~ro\\"th in pri
\',Hl' inslirilllcL'. pwjl.'ctiolls usill~ thl.' 13wllkill~s-ICF 
Lllll~-Tcrlll CMl' fin,lIl(il\~ :Vlodcl sll~~e~t that only 
limited ::;l'~tnents llt thl.' pllpul,1tion will be covered by 
thl.' priv,\tl.' ~ectllr. By 20 I H instl rJ nee sold to those 113 
Jnd oldl.'r m.w bl.' ,1ttord.lble to :.3-3-+ Fl'rcent of the e1-
derlv, mav fil~ance 7-17 percent uf totJI nursing home 
~xp~ndit~r~s. Jnd may reduce ~tedicJid expenditures 
.1nd the number ot MedicJid nursing home patients by 
1-16 percent. 

Why will private insurance have a modest role in 
tin.lIlcin~ nursin~ homc and hom!! care? First, as already 
noted, rrivate insurance is so expensive that most older 
rcople cannot Jttord it. The Health Insurance Associa
tilln of Americil reports that the averilge annual pr~
mium for the 15 b~st-sclling policies with inflation pro
tection is 51,395 if purchased Jt age 65, rising to 54,199 
if purchilsed at ag~ 79. 

Second, although covernse has been improved sub
stantially over the past few years, financial protection is 
still limited. For example, benefits are rarely fully in
dexed for inflation, home care is highly restricted, und 
policies usually do not cover very long nursing home 
stilyS or home care ~pisodes. 

Third, insurers are worried I(ecnuse the long interval 
between initial purchase and ultimate use of nursing 
home and home care involves great uncertainty and 
financial risk. A policy bought by a woman at age 65 
may not be used until she is 85, a full 20 years later. Dur
ing those 20 years, unforeseen changes in disability or 
mortality rates, nursing home and home care utilization 
patterns, inflation in service costs. or th~ rate of return 
on financial reserves can dramatically transform a 
profitable policy into an unprofitable one. Such uncer
tainty will likely lead insurers to limit the number of 
policies they sell. 

While private long-term care insurance can and 
should playa much larger role than it does now, it is 
not a panacea. Private insurance will not prevent pub
lic expenditure for long-term care from increasing sub
stantially over the next 30 years, nor \viIl it provide 
financial protection for the great majority of elderly. 
ExpanSions ot public programs or very deep subsidies 
for the purchase of priv,1te insur&1nce art! necd\!d to 
protect the dd~r1y against the catastrophic costs of 
long-term care. 

M YTH 8: THE UNITED STATES Is THE O~LY 
DEVELor'ED COU:-':TRY UI:SIDF.5 SOUTII 

AFRICA THAT F,\ILS TO PROVIDE LO"lG-TER~l 

C,\RE ON A SOCIAL I~St.:I<,\~CE B,\SI!' 

III .1n effort to sh.1me Aml'riGlnS into .111Illll .. 1d\·ll(.11L'~ 
ot reform :>Unll.'tlllll'S (hMbe th.lI till.: long-II.'rlll (,)fl' 

tlll.ln(in~ ~~'stem in thl' LOIted 5t.ltl.'s 1.1~S t.u l'l.'hllld 
thll~1.' J:l till.' rest ot the world. WilliI.' it is true th.1I5uuth 
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Afrie,l .lIlt.! thl' LllItl.'d ~t,lte~ .HI.' tIll.' (l1l1~' JCH·loFnl 
COllntnl'~ \,'Ithullt ll.1twll.d ill',lith III"'ur,lnl.'l.' I'f .1 n,l
tlollal hc.llth ~1.'r\·i(I.', thl'~I.· pnl~r.l!ll'" rnnCtt'.lil\, Ct,,'l'r 
.leut\! CJre hOsplt.ll .1Ild phy~I(I.lll ~cr\'l(Cs r.lIhl·r th.1I1 
IOllg-term C.lre. Then: IS, III tact. .1 ~rL'.lt de.ll (It d IH'rsltv 
in thl.' way countnes pro\'lde IOIl~-ll'rm (MI.'. 

In Cerm,lIlY alld S\\'lt/erl.1nd, 1\'Il~-tl'rm C.lrL' I~ deliv
ered throu;.;h a means-tested weltarl.' pw).!r.1m. Thl.' le\'t.'1 
llt impuverishment rClllllred tor eltglblltty, howl.'\'l.'r, IS 
usually less s~vcre than it is in the United StJtcs. In 
France and Bel~ium, the social insurancc pro~ram cov
ers only the medical component of lon~-tcrm c<lre. The 
Netherlands and some provinces of C.lnad&1 pwvide rel
atively comprehcnsivc long-tl.'rm C&1rL' pro~rams on it 
nonwelfare basis, altllllu~h they n:qum:.1 tilirly sub~t.lIl
tial level ot cost sharin~, Both countnes. however. pro
vide their universal entitlement III the context of J tixed 
appropriation rather than an open-ended iin.lnclng pro
gram like Mcdic<lid and :--'Iedic<lre. ),'piln has \'IrtuiliIy 
no nursing homes or paid home CJre. Instead. nursing: 
home patients tend to back up in acute care hospitais_ 
(One financin~ characteristic that all these countnes do 
share is the sm<lll role played by privilte long-term c<lre 
insurance.) 

While the U.s. system is by no m~ans exemplary, it is 
not so differcnt from those or other countries as to be 
beyond the pal~. As we look ror ways to reform the 
financing of long-term c<lre in the Cnited StJtes. the 
experience of Canada oiiers some support to those who 
argue that long-term care C&1n be prOVided on a uni
versal, social insurance basis without expenditur~s 
skyrocketing. 

CONCLUSION 

As policymakers grope for solutions, it is essential that 
they have a realistic picture of the problems of long-term 
care. To a large extent, the conventional view of long
term care is at odds with the rese<lrch Iiter<lture. \Vhile 
some of the prevailing myths lend support to desirable 
initiatives, policy prescriptIOns b,1~ed on in&1ccurilte as
sumptions are likely to be indiective and indiicient. 
~1yths detlect .lttentlon trom the real problems or pro
viding and paying for CJre of till.' dis.:lbled. 

AccurJtdy dt!lming thl! problems .1nd realistic.JlIv 
evalu.ltmg options 15 .111 thl.' Imlfl~ (ritlc",1 bccaust." the 1;_ 

sue of long-term cout! is likt.:ly hl t-I.'cllmt." in(re.hm~l\· 
prominent over the nl!:\t 111 ~·I.',HS. Fllr l)lll.' thlll~. t!l~' 
porul.1tlol\ Jgl!d 75 and llider - the l)ldl.'st olJ - \\'111 

grow 25 pl'rct.'nt by thl! ~'c"r 201111. E,·\.'n nll're ImF'llrt.1nt. 
virtu.1lly .111 the r.lrL'nts ul thl.' l'.lbv hll1m ::t.'Il\.'r.ltll)1\ 
wtll bl! t.:ldl!rly; thus b"b~' b{'llnll'r~ ",til h.w\.' to f.ll·\.' 
IOIl~-tcrm 1.'.1ft.'.lS.l rc.ll-lltl.', IIltt.'Il:-dv fl.'rSl)Il.11 ~'rl'biem, 
nlll\ln~l'r Jll:->t Slll\ll.'dllll~ tll rl",.1 ,lhlut III .\·t·::'·';;l'l·t'~. T!~I..' 
(Oml'lo.ltlllll \11 t!1L'I.·kkrl\, ,11'1.1 t!'\.'!r ,h!:lit ,,:lI!'::-l'~ \\ :il 
m.l\...e Il'Il~·tL'rlll (,Hl' .1 f'\llttll·.11 1~~lIl.' t!l.lt t'\I.,:thl..'r th •. : 
prl'S,dl.'nt Ihlr Cllll~rL'S~ (.11\ 1~1l\lrL'. 
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DATE ,3- 7 -9 ( 
HB- 19Q 

Amendment to House Bill # 790 
(RE: Revising Tax Credit for Elderly, et al.) 

Introduced Copy 

1. Page 2, line 16 
Following: "serviees" 
Insert: "home health agency services,"· 

Rationale: services provided by home heal th agencies were 
inadvertently removed by the proposed legislation 
from the list of services and care that constitute 
elderly care expenses for which income tax credits 
would be available. The proposed amendment would 
reinsert home health agency services into the list. 
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DAT .... E ~J.-_1 .... -_C{' ..... , 1 __ 
-- 12/7/1991 

HDoB __ H~3~R ... sj ... '1 __ .. 
EXh;i,.bit ~3 

ESTIMATING REVENUES FOR THE 1992-93 FISCAL BIENNIUM 

A Report to the Revenue Oversight Committee 

Prepared by David D. Bohyer, Montana Legislative Council 

Additional Information Provided by 
Terry W. Johnson, Office of the Legislative Fiscal Analyst 

and 
Steve Bender, Office of Budget and Program Planning 

December 1990 

* * * * * * * * * * * * * * * * * 

BUDGET: a plan or schedule adjusting expenses during a certain 
period to the estimated or fixed income for that period. (Webster's 
New World Dictionary, New World Publishing Co., 1976) 

REC~NT HISTORY AND BACKGROUND OF REVENUE ESTIMATES 

In developing a biennial budget for the state of Montana, estimating 
anticipated expenditures is a fairly straightforward process: total the 
appropriations authorized by the legislature and approved by the governor. 
Estimating revenues, however, is somewhat more difficult as the process 
requires someone to predict how, when, and to what degree the economy 
will perform at international, national and state levels. 

Having the legislature establish a formal estimate of revenues originated in a 
house joi.nt resolution introduced during the 48th Legislative Session. House 
Joint Resolution No. 33, introduced by Representative Jack Ramirez, et ai., 
was one of the- first formalcrttemptsbV-me legislature as a whole to 
estimate state revenues for an ensuing biennium. After receiving the 
approval of the House on a vote of 89 to 5, the resolution was amended ir:' 
the Senate and approved 50 to 0 on second reading, then killed. 

In 1985, Representative Steve Waldron soloed as the sponsor of House 
Joint Resolution No.9, again a resolution to estimate state revenues for the 
biennium. In -addition, HJR 9 also recommended the adOPtion of a beginning 
general fund balance based on generally accepted accounting principles, or 
GAAP, and requested that the economic assumptions and revenue estimates 
contained in the resolution be used by the Governor's Office of Budget and 
Program Planning for the purpose of developing fiscal notes. 



STATE OF MONTANA 

Office of tfu. Legij.[a.tilJe 9ij.ca.[ cflna.[yj.t 
STATE CAPITOL 

HELENA. MONTANA 59620 
4061444-2986 

TERESA OLCOTT COHEA 
LEGISLATIVE FISCAL ANALYST 

March 5, 19f11 

TO: 

FROM: 

Legislative Finance Committee 

Terry W. Johnson r.ru~ 
Principal Fiscal Analyst ~-71 

RE: Revenue Estimates for the General Fund and School Equalization 
Account 

The Revenue Oversight Committee (ROC) is meeting on March 5 to 

consider the revenue estimate A.ssumptions contained in House .Joint 

npsolntion 24. The ~(lmmittee hac; reqU4~sted thA.t I provide them with 

upchtcd infor.mtttion on kpy rp.\'p.llUP. assumptions. Following is background 

on ROC's revenw~ estimating responsibilities and a summary of the 

informntion I will present io th~ (mmmittee. 

House .Toint Rf=~I';(lllltif\n 24 \\-'iiI h~ heard ht the Honse Taxation 

Committee on March 7. 

REVENUE ESTIMATING PROCEDURE 

Section 5-18-107(5), MCA, establishes the following procedure for the 

Revenue Oversight Committee's revenue estimating responsibilities: 

151 I a I The committee shall estimate the amount of revenue projected to 
be available for legislative appropriation. 
Ibl The committee shall introduce a house joint resolution setting 
forth the committee's current revenue estimate 1n p.ach regular session 
and each special session in which a revenue bill is under consideration. 
The committee shall issue periodic reports t~ th~ legislature in regular 
session and in the interim between regular sesst~ns, indicating the 
committee's current revenue estimate. 
Ic I The committee's introduced version of the joint resolution and 
subsequp.nt periodic reports constitute thp- legislature's current revenue 
estimate until final adoption of the joint resolution by both houses. 
I d I The committee may request the assist<\nce of the staffs of the 
legislative council, the office of the legislative fiscal analyst, the 
legislative auditor. the department of revenue. and any other agency that 
has information regarding any of the tax (Ir revenue bases of the state. 



Section 5-12-302(6), MCA, states: 
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"The legislative fiscal analyst 

shall ... assist the revenue oversight committee in performing its revenue 

estimating duties under 5-18-107(5)." 

During the past interim, ROC met several times to discuss reports 

prepared by LFA staff concerning revenue estimating methodologies. In 

November 1990, it solicited information from industry representatives and 

university economists on key economic assumptions. In early December, the 

committee requested the Office of Budget and Pr~gram Planning (OBPP) and 

the LFA to present their recommendations for each assumption. Based on 

these recommendations, ROC then adopted assumptions for each economic 

variable. These adopted assumptions are contained in House Joint Resolution 

24. Since these assumptions, in most cases, were consistent with LFA 

recommendations, t!'le revenue estimates contained in the Budget Analysis. 

1993 Biennium reflect the assumptions adopted by the ROC. A list of these 

assumptions is attached. 

Since these assumptions were adopted in early December, some 

economic developments have occurred that will affect revenue collections in 

fiscal 1991 and may affect projected collections during the 1993 biennium. 

Three key areas are discussed below. 

OIL PRICES 

. Under the ROC assumptions and in the LF A revenue estimates, Montana 

oil prices were estimated to be $23.73, $21.60, and $21.23 per barrel for 

calendar years 1991, 1992, and 1993. These estimates were based on 

Wharton Econometrics' November forecasts. The Executive Budget is based 

on estimated prices of $25.70, $22.01, and $20.62 for these same years. 

The latest Montana Oil and Gas Journal (March 1) reports that prices 

in central and northwest Montana are approximately $17.75 per barrel for 
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40 degree gravity crude. Table 1 shows the average price of Montana oil 

(as reported on severance tax returns) in calendar year 1989 and 1990. 

TABLE I 
Montana Oil Prices 

Quarter Price/Barrel Quarterly Price\Barrel Annual 

A 1989: 1 $15.90 

A 1989:2 17.99 

A 1989:3 16.66 

A 1989:4 17.85 $17.10 

A 1990: 1 19.14 

A 1990:2 15.27 

A 1990: 3 23.18 

E 1990: 4 
" 

30.44 22.01 

Oil prices have been very volatile during the last eight months. In 

August, prices increased from $17 per barrel to over $40 per barrel. In 

October, Wharton Econometrics predicted refinery acquisition prices would 

be $34.38 per barrel in calendar 1991 and $25.62 per barrel in calendar 

1992. Today, it is predicting $19.88 per barrel in calendar 1991 and $21. 88 

per barrel in calendar 1992. Such wide variations make predicting future 

prices difficult. However, based on current oil prices, it appears fiscal 

1991 oil-related revenue l will be $3.2 million less than the revenue estimate 

and fiscal 1992 and 1993 revenues $6.7 million less. These revised estimates 

are based on the following prices: CY91-$18.73; CY92-$20.73; CY93-$21.23. 

As you'll note, the largest change is in calendar year 1991 prices. 

Calendar year 1992 projected prices are only $.87 less than the original 

estimates and calendar year 1993 prices are unchanged. 

lIncludes severance tax, royalties, local government severance 
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I have made only minor revisions to calendar year 1992 and calendar 

year 1993 oil prices' for the following reasons. OPEC ministers are meeting 

in mid-March to discuss oil prices and the current OPEC target price is $21 

per barrel. According to the National Oil and Gas Journal newsletter 

(February 18, 1991), many industry experts predict that national oil prices 

will increase to $20 or above in mid-1991 and 1992. 

If oil prices were to remain at $17.75 per barrel throughout the 1993 

biennium, estimated oil-related revenues would decrease by approximately 

$20.2 million from the current revenue estimate. 

INTEREST RATES 

The Board of Investments is responsible for investing all state funds, 

including the treasurer's cash account and permanent coal tax trust. The 

earnings from these accounts are deposited to the general fund and/or SEA. 

Short-term interest rates as adopted by the ROC were expected to be 7.6 

percent in fiscal 1991, 7.7 percent in fiscal 1992, and 8.1 percent in fiscal 

1993. The Executive Budget revenue estimates are based on short-term 

interest rates of 7.6 percent, 8.1 percent, and 8.4 percent for these years. 

Current interest rates for short-term securities (such as 3 month and 

6 month treasury bills) are averaging 6.25 percent. Each one percent (100 

basis points) change in short-term rates affects general fund and SEA 

revenues by approximately $2.5 million per year. Although rate~ have been 

declining, Wharton Econometrics and other leading economists expect rates 

to "bottom-out" by mid-summer and then begin to rise as the economy 

recovers from the current economic recession. 

PERSONAL INCOME TAX 

Personal income tax is the single largest source of revenue to the 

general fund. During the 1993 biennium, it is estimated to comprise 
• ~~ ___ ....'I ~~ __ -. __ .. __ 
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The LFA's income tax forecasts for the 1993 biennium were based on 

slow growth in wage and salary income and employment. With the current 

national recession, Montana's economy may be sluggish due to the recession, 

continuing shifts in employment from basic industries to service sectors, and 

the problems the timber industry is experiencing. 

While income tax collections through the end of February ($188.3 

million) are higher than for the same period in fiscal 1990 ($188.0 million), 

the revenue estimate for this fiscal year is $20.9 million higher than actual 

collections in fiscal 1990. In order to achieve the fiscal 1991 estimate, 

collections during the next four months will need to exceed fiscal 1990 

collections by $20.6 million. 

This is possible, since a growing portion of income tax collections are 

received in April and May. Since the enactment of the Federal Tax Reform 

Act of 1986, tax receipt patterns have changed significantly. Prior to 

federal tax reform, income tax collections from withholdings on wages 

accounted for about 90 percent of total collections. Since federal tax 

reform, withholdings have dropped to 71 percent of total collections, with 

payments on other types of income now contributing 29 percent of the total 

as the following graph shows. 

Most of the tax payments on this type of income is paid in April. 

Last year, we received $65.3 million (or 23. 4 percent of total collections) in 

April-May. If collections continue at anticipated levels this April-May, we 

will meet the fiscal 1991 revenue estimate. However, if tax collections from 

these more volatile income sources are less than anticipated, total collections 

for fiscal 1991 will fall below projections. Attached are a series of graphs 

showing income tax collection patterns. Graphs #2 and #3 show the large 

amount of estimated and current year tax received in April and May. Graph 

#1 shows that year-to-date collections from withholdings on wage and salary 
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Since April and May are the key months for receipt of taxes on this 

type of income, it appears premature to revise estimates for either fiscal 

1991 or the 1993 biennium. A slight change in income tax revenue estimates 

has a significant impact on biennial revenues. For example, a 1 percent 

downward revision in collections would reduce 1993 biennial general fund 

revenues by $6.3 million. 

The Executive Budget has slightly higher total revenue estimates for 

personal income tax than the LFA. It anticipates $1. 5 million more in fiscal 

1991 and $9.5 million more during the 1993 biennium than the LFA estimates. 
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Based on current oil prices, it appears oil-related tax revenues will 

be approximately $9.9 million below the LFA estimates for fiscal 1991, 1992, 

and 1993. 

As discussed above, it appears premature to revise revenue 

assumptions for interest rates and personal income tax collections at this 

point. While these key revenue elements are currently lower than 

anticipated, developments in the next several months will have a significant 

impact on the 1993 biennium levels. We will be watching these revenue 

sources closely and will report to the Finance Committee and ROC on 

developments. 

Traditionally, the legislature has tried to maintain a sufficient ending 

fund balance as a "cushion" against inevitable variations in revenue 

collections due to changing economic conditions. The National Association . 
of Budget Officers (NASBO) recommends an ending fund balance of 5 

percent· of annual expenditures. Five percent of the annual general fund 

and SEA spending levels contained in the revised Executive Budget is $43.5 

million. 

T J3 : pe: LF A3 - 4. mem 
Enclosure 

cc: Legislative Leadership 



ECONOMIC ASSUMPTIONS 

CY/FY CY/FY 
YEAR ASSUMPTION 1990 1991 

MI' Pop.11ation July 1 (Thousands) 800 800 
MI' Pop.11ation >=16 July 1 (Thousands) 608 609 
MI' Pop.11ation 18-24 July 1 (Thousands) 71 67 

CY MI' Nonfann Emp10yrcent (Thousands) 294.800 295.300 
CY MI' Personal Incane (Billions) $11.833 $12.471 
CY MI' Nonfann Wage & Salary Income (Billions) $5.676 S5.941 
CY u.S. Corporate Profits Before Taxes (Billions) $297.700 $303.400 
CY CPI Percent Change 5.56% 5.73% 
FY Short-Term Interest Rate 8.12% 7.59% 
FY Long-Term Interest Rate 9.35% 9.41% 
CY Prime Interest Rate 9.95% 9.81% 
IT Treasury cash Average Balance (Millions) $327.724 $266.596 
IT TRANS Issue (Millions) $0.000 $0.000 
IT Individual Income Tax Audits (Millions) $9.428 $8.930 
FY Corporation Tax Audits (Millions) $8.369 $8.109 
CY Total Oil Production (Million Barrels) 18.558 17 .809 
CY Montana Oil Price ($/Barre1) $20.982 $23.729 
FY statewide Taxable Valuation (Millions) $1,884.550 $1,564.317 
CY Total Coal Production (Million Tons) 34.822 34.473 
CY Montana COal Price (CSP/Ton) $7.409 $7.362 
FY COal Tax Credits (Millions) $7.141 $4.996 
CY Total Natural Gas Production (M MCF) 45.168 45.622 
CY Montana Natural Gas Price ($/MCF) S1. 564 $1. 773 
CY Co~r Production (M lbs) 111.061 135.762 
CY Gold Production (M ozs) 0.357 0.348 
CY Silver Production (M OZS) 6.430 6.449 
CY Lead Production (M lbs) 11. 651 11.665 
CY Zinc Production (M lbs) 31.986 32.029 
CY Molybdenum Production (M lbs) 13.000 14.100 
CY Palladium Production (M ozs) 0.185 0.200 
CY Platinum Production (M ozs) 0.057 0.061 
CY Co~r Price $1.031 $1.046 
CY Gold Price $400.675 $400.675 
CY Silver Price $4.775 $4.775 
cr Lead Price $0.209 $0.209 
CY Zinc Price $0.502 $0.502 
CY Molybdenum Price $3.104 $3.119 
CY Palladium Price $132.725 $132.725 
CY Platinum Price $453.253 $453.253 
IT Forest Receipts (Millions) $7.582 Sl1·150 
IT Pennanent Trust Gains/Losses (Millions) $1. 685 $1.195 
IT Ccmron School Trust Gains/Losses (Millions) $1.394 $1.231 
FY Resource Ind. Trust Gains/Losses (Millions) $0.339 $0.339 
FY Park Acq. Trust Gains/Losses (Millions) $0.084 $0.054 
FY Liquor Unit Sales (Millions) 4.883 4.780 
FY Wine Unit Sales (Millions) 0.121 0.100 
FY Liquor cost Per Unit $4.890 $4.977 
FY Wine Cost Per Unit $3.262 $3.258 
FY Liquor Division Budget (% Change) 0.51% 0.00% 
FY Cigarette Packs (Millions) 69.568 68.874 
IT Tobacco Value (Millions) $7.145 $7.626 
FY Insurance Praniums Growth (% Change) 1.89\ 1.89% 
FY Insurance Praniums Tax credit $2.151 S3.231 
FY Police & Firanen Retirarent (Millions) $6.076 $6.213 
CY Telephone Taxable Incane (Millions) $223.653 $234.185 
CY Kilowatt Hours Produced (Millions) 22,674.000 22,664.000 
FY Barrels of Beer (Millions) 0.704 0.702 
CY Freight Line Earnings (Millions) $21.206 $21. 757 
FY Liters of Wine (Millions) 5.203 5.036 
FY Video Machine Net Income (Millions) $112.635 $126.079 
FY Statewide Vehicle Value (Millions) $1901.204 $1905.049 - ___ "1_- .. _"---"--- ______ , __ 

::.,~ Q17 <;32_o80 
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CY/FY CY/FY 
1992 1993 

804 808 
613 617 

64 61 
298.900 301.000 
$13.041 $13.712 
$6.226 $6.509 

$310.300 $306.600 
3.97% 4.59% 
7.71% 8.13% 
9.48% 9.61% 

10.00% 10.00% 
$238.918 $219.369 

$0.000 $0.000 
$9.431 $9.954 
$8.239 $8.174 
17.196 16.525 

$21.600 $21.227 
$1,587.654 $1,616.398 

34.356 34.818 
$7.434 $7.456 
$2.449 so.ooo 
47.304 47.437 
$1.907 $2.097 

137.863 130.776 
0.345 0.347 
6.454 6.457 

11. 674 11. 739 
32.421 32.602 
10.900 9.300 
0.222 0.290 
0.067 0.088 

$1.038 $1.042 
400.675 S400.675 

$4.775 $4.775 
$0.209 $0.209 
$0.502 $0.502 
$3.112 $3.115 

$132.725 $132.725 
$453.253 S453.253 

$7.753 $7.705 
$1.195 $1.195 
$1.231 $1.231 
$0.339 $0.339 
SO.054 $0.054 
4.680 4.582 
0.083 0.067 

$5.066 $5.156 
$3.372 $3.483 
0.00% 0.00% 

68.068 67.156 
$8.053 $8.490 

1.89% 1.89% 
$4.311 $5.391 
$6.391 $6.479 

S241. 724 $250.770 
22,682.000 22,663.000 

0.706 0.711 
$21. 768 $21. 699 

4.907 4.785 
$139.382 $150.333 

$1935.412 $1986.326 
538.478 $44.817 
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Office of Legislative Fiscal Anal 
General Fund Summary 

1993 Biennium (In Millions) 
03/04/91 1 0: 23 AM 

£X;-n BIT_-->."--__ _ 

Ending Fund Balance (6/30/93) $98.524 * 

Revenue Adjustments To HJR 24 
Medicaid Reimbursements (MDC) 
Medicaid Reimbursements (Audit) 

Medicaid Adjustments 

Supplemental Adjustments 

HB 2 Subcommittee Action 
Current Level 
Budget Modifications 

Revenue Bills (See Attached) 

Pay Plan 

Miscellaneous Appropriations 
HB 142 Postsecondary Education 
SB 37 Youth Detention Services 

Foundation Program (Over 0/0) 

Ending Fund Balance 

* Includes $4.5 million feed bill. 
** In addition to amount included in HB 3. as introduced. 

0.359 
(2.060) 
2.419 

(11.386) 

(4.205)** 

(64.335) 
(17.683) 
(46.652) 

0.819 

0.000 

(0.798) 
(0.054) 
(0.744) 

0.000 

~18.978 

This summary reflects subcommittee action on HB 2 and supplementals through February 27. 1991. 
The fiscal impact of tax bills and miscellaneous appropriation bills is included in this summary after 

I committee action in the first house is completed. 



Office of Legislative Fiscal Analyst 
General Fund Summary 

1993 Biennium (In Millions) 
03/04/91 10:23 AM 

Revenue Bills 
Passed Both HollSes HB 53 Petroleum License Fees 0.040 
Signed By Governor HB 66 Beekeepers 0.023 

HB 77 Highway Patrol Retirement (1.285) 
Passed Both Houses HB 175 Kindergartens (0.140) 

HB 192 Transporting Logs 0.127 
HB 431 Teacher Certification Fees 0.059 
HB 453 Judge's Retirement Contrib. (0.014) 
HB 462 Revise Calculation of ANB 1.500 
HB 494 Drivers' Reinstatement Fee (0.413) 
HB 577/734Military Pay & Benefits (0.127) 
HB 671 Subdivision Act Amendments 0.120 
HB 723 Veterans' License Plates 0.009 
HB 896 Revise Fire Marshall Law 0.001 
SB 26 In-State Investment 0.525 
SB 80 Overweight Vehicle Penalties 0.009 
SB 82 School Transportation (0.217) 

Passed Both Houses SB 83 D FWP Interest (0.060) 
SB 105 Medical Facility Construction (0.750) 
SB 116 Cigarette Tax 0.000 

Signed By Governor SB 150 State Grazing Leases 0.098 
SB 191 Clarify Motor Vehicle Laws 0.012 
SB 192 Highway Patrol Retirement 0.420 
SB 228 Increase Judicial Salaries 0.705 
SB 253 Opencut Mining Act (0.031 ) 
SB 275/278 Repeal Nuisance Taxes (0.025) 
SB 318 Identifying Pickup Campers 0.070 
SB 323 Revising Motor Vehicle Dealer Law 0.163 

Total Revenue Bills 0.819 



EXHIBIT_ to 
DATE;; 3~-~1~<:9~1-1-

General Fund Revenue Analysis HB,-...;ttli..U...' )J....jR~, ~¢I.:l~~. 1_ 

Contribution By Major Component FY 90-91 -

Interest (5.2%) 

Bond (10.1%) 

Corporation ( 10.4%) 

Coal Trust (9.9%) 
Institution (2.8%) 

Insurance (4.3%) 
Coal (2.0%) 

General Fund Revenue Analysis 
Contribution By Major Component FY 92 - 93 

Income (55.1%) 

Oil (3.4%) 

Interest (3.2%) 
Bond (1.6%) 

Corporation (9.3%) 

Otber(13.1%) 

Institution (2.2%) 

coJrfl'.bll>JW (3.1 %) 
Coal Trust rt.~% ) 



Foundation Program Revenue Analysis 
Contribution By Major Component FY 90-91 

Income (32.0%) 

Interest &; Income (10.6%) 

US Oil &; Gas Royalties (6.7%) Miscellaneous (5.7%) 

Coal Trust (1.1 %) 

Property (36.9%) 

Foundation Program Revenue Analysis 
Contribution By Major Component FY 92 - 93 

Coal Trust (3.1%) US Oil &; Gas Royalties (9.7%) 

Exhi bit # 6 
3-7-91 HJR 24 

Interest &; Income (I~.S%) 

Coal (1.7%) 

Miscellaneous (12.5%) 
Property (58.2% ) 



--------Exhi bit # 6 
3-7-91 HJR 24 

Montana Oil Price 
~o.o r--------=-=--==--=:-..=..-..::....=..=..::..:.......=.-=.::..--=--=-=---=----=-=:-=-=----------., 

35.0 

~ 30.0 
l-
I-

~ 150 N'\ - . -I
~ 0.. 20.0 

Vl 
I-
~ 15.0 

o 
o 10.0 

L 5.0 I 

1 

I , 
0.0' 73 

! ! ! i ! ! 

75 77 79 81 83 85 87 

Calendar Year 
___ Actual -.- Forecast 

Severance 
Tax 

CY Barrels 

A 73 34.558 
A 74 34.629 
A 75 32.460 
A 76 31.698 
A 77 31.725 
A 78 28.164 
A 79 28.337 
A 80 28.539 
A 81 I 29.639 
A: 82' 29.944 
A: 831 28.695 
A! 84; 29.602 
A; 85 29.318 
Ai 86i 26.525 
A 87 23.961 
A 88 22.064 
A 89 19.9571 
F 90 18.558 
F 91 17.809 
F 92 17.1961 
F 93 16.525 

Percent 
Change 
Barrels 

NA 
0.21% 

-6.26% 
-2.35% 

0.09% 
-11.22% 

0.61% 
0.71% 
3.85% 
1.03% 

-4.17% 
3.16% 

-0.96% 
-9.53% 
-9.67% 
-7.92% 
-9.55% 
-7.01% 
-4.04% 
-3.44% 
-3.90% 

Severance 
Tax 
Price 

3.843 
6.814 
7.845 
8.411 
8.582 
9.253 

12.279 
22.250 
34.317 
31.311/ 
28.8041 
28.066 
25.243 
13.518 
16.631 
13.843 
17.098 
20.982 
23.729 
21.600 
21.227 

! 

89 

Percent 
Change 

Price 

NA 
77.31% 
15.13% 
7.21% 
2.03% 
7.82% 

32.70% i 
81.20% 
54.23% 
-8.76% I 
-8.01% I 
-2.56% i 

-10.06% 
-46.45% I 

23.03% 
-16.76% 

23.51% 
22.72% 
13.09% 
-8.97% 
-1.73% 

91 93 



.------~ Exhi bit # 6 
3-7-91 HJR 24 

Montana Oil Production ~o.o ,------=-=-~~--=......!~~~~=-...!:....!...-.!..~~~~~~~~~ ___ ~ 

C/l -C) .... .... 

35.0 

ro co 30.0 

....... 
o 
C/l 

c ~- 0 o -). --
20.0 

[5.0 ,-I -;;:':---"---==-' ____ -;;:':---_-+.:' _~-='-:--_'__-==-' _,---,L' ,--_---'::-' ____ -l'.,......-___ --,:...-____ ~ 
73 75 77 79 8[ 83 85 87 89 9[ 93 

Calendar Year 
___ Actual -..- Forecast 

Severance 
Tax 

CY Barrels 

A 73 34.558 
A 74 34.629 
A 75 32.460 
A 76 31.698 
A 77 31.725 
A 78 28.164 
A 79 28.337 
A 801 28.539 
A I 81 , 29.639 
A 182 29.944 
Ai 831 28.695 
A 1841 29.602 
A 851 29.318 
A' 86\ 26.525 
A 87 23.961 
A 881 22.064 
A 891 19.957 
F 90 18.558 
F 91 17.809 
F 92 17.1961 
F 93 - 16.525 i 

Percent 
Change 
Barrels 

NA 
0.21% 

-6.26% 
-2.35% 

0.09% 
-11.22% 

0.61% 
0.71% 
3.85% 
1.03% 

-4.17% 
3.16% 

-0.96% 
-9.53% 
-9.67% 
-7.92% 
-9.55% 
-7.01% 
-4.04% 
-3.44% 
-3.90% 

Severance 
Tax 
Price 

3.843 
6.814 
7.845 
8.411 I 
8.582 ! 
9.2531 

12.279 
22.250 i 
34.3171 
31.311 I 
28.804 
28.066 
25.243 i 
13.518 
16.631 
13.8431 
17.098 
20.982 
23.7291 
21.600 
21.2271 

Percent 
Change 

Price 

NA 
77.31% 
15.13% 
7.21% 
2.03% 
7.82%1 

32.70% i 

81.20% I 

54.23% 
-8.76% 1 
-8.01% ; 
-2.56% : 

-10.06% i 
-46.45% I 

23.03% I 

-16.76% I 
23.51% 1 
22.72% I 

13.09% 
-8.97% i 
-1.73% i 



il:.Ai'11 bt J1,. <--. 

DATE 53-1-9'/ 
1iR H'l.R--aj 

Short-Term Interest Rate 
I~ r-----~~~~~--~-=~~~~~~~~~~~~~----~ 

~::- ~ 
~I:[ / ~ 
f:t t-\ ) \ 
:t~, ,~;, , , , ' , , , , , , , , 

69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 
, 

91 92 93 

Fiscal Year 
____ Actual --Ir- Forecast 

Averge Averge 
FY Short-Term Long'-Term 

'A ' 691 5.34 7.22 
A 70 5.25 . 7.71 
A 71 I 4.81 7.79 

IA 72 4.48 7.28 
A 73 6.06 7.35 
A 74\ 8.27 8.05 
A \751 7.51 8.94 
A 761 5.66 8.96 
A 771 5.35 8.43 
A ! 78! 6.59 8.59 
A 79 9.09 9.48 
A 801 11.22 11.23 
A 81 13.21 13.65 
A 82 12.92 14.63 I 

A 83\ 10.08 13.42 
A 1841 9.34 12.84 

iA 
I 185 i 8.83 12.47 
A 86\ 7.00 10.33 

iA 1871 6.30 9.23 
A : 881 6.80 9.68 
A 89 1 7.85 9.57 
A 901 8.12 9.35 

·F 91 i 7.59 9.41 
F 92 ! 7.71 9.48 
F : 931 8.13 9.61 



Lon - Term Interest Rate 16 r-------==~~~~--~~~~~~~~~~~~~==~-------, 

15 

I~ 

..... 
C 13 
Q) 
U : 
~ 12 f-

~ll ~ / 

~101 ~ 
<C 9 r 

! , 

81~· 
7 I 

I 
6 I' [ ! / ! r ! f f ( I ( I { I 

69 70 71 72 73 7~ 75 76 77 78 79 80 81 82 83 

Fiscal Year 

\ 
\ 

\~~ 

I / I I ! I! ! i 
84 85 86 87 88 89 90 91 92 93 

____ Actual ----.- Forecast 

Averge Averge 
FY Short-Term Long-Term 

A 691 5.34 7.22 
A 70 5.25 7.71 
A 71 4.81 7.79 
A 72 4.481 7.28 
A 73 6.06 7.35 
A 74 8.27 8.051 
A 75 7.51 8.94 
A 76 5.66 8.96 
A 77 5.35 8.431 
A 78 6.591 8.59J 
A 79 9.091 9.481 
A 80 11.221 11.231 
A 81 13.21 13.65 
A 182 12.92 14.63 
A 83 10.081 13.42 i 
A 84 9.34 12.84 i 
A 85 8.83 12.47 
A 86 7.00 10.331 
A 87 6.30, 9.23 
A 88 6.80 9.68 i 

iA 891 7.85 9.571 
I 

iA i 901 8.121 9.35 
~ 191 1 7.59 9.41 
: F ! 921 7.71 9.48 
iF 1931 8.13 9.61 I 



.--------
Exhi bit # 6 
3-7-91 HJR 24 

Montana Wa e & Salar Income 
7.0 ~--"--''-='--=---=---==-=--=--=-=---==---=--=-~J-='---'='''::'----'=-=:'''=''=-=--:;;I--=-':=--=--=-=-.!......!..--=--..:!~ 

r.I'J 
~ 

6.0 

~ _ 5.0 

o 
0.; 1 

C ; 4.0 Ii 
r.I'J ,.... 
c '"' 
o I 

== 3.0 f-

a "~ 
i~ 

1.0 I I I 

69 71 

/ 

! ! 

73 i5 77 79 81 83 

Calendar Year 
____ Actual -.- Forecast 

Montana 
Personal 

Montana 
Wage&Sal. 

I 

85 

CY Income 

Percent 
Change 
Personal Income 

A 69 2226.095 i 1259.333 
A 70 2459.435 ! 10.48% 1358.985 
A 71 2613.661 i 6.27%' 1470.691 I 

A 72 3044.809 i 16.50% 1640.168 
A 731 3580.3281 17.59% 1837.878 
Ai 74 3866.476 ! 7.99%1 2065.305 
A 75 4221.6991 9.19% 2266.550 
A ,76 1 4543.1541 7.61% 2518.970 
A 177 4951.8691 9.00% 2805.484 
A 78i 5859.8221 18.34% ! 3209.3291 

i 6428.461 I 1 A: 791 9.70% 3583.7361 
Ai 80i 7039.551 1 9.51% 3858.892 
A ! 81 : 7858.105 i 11.63% 4220.470 
A! 82 [ 8118.020 i 3.31% 4340.394 
A: 831 8503.906 i 4.75% 4521.138 . 
A 841 8922.334 i 4.92% 4714.358 
A 85' 9092.2901 1.90% 4764.534 
A 86 9587.581 i 5.45% 4711.331 
A 187 1 

9979.7681 4.09% 4832.286 
A 88 10361.148 : 3.82%1 5092.1671 
A 89 11341.579 i 9.46% 5336.400 I 

I F I 90 11832.556 : 4.33% 5676.187 : 

I F ! 91 12470.605 i 5.39% 5941.054 
I F 92 13041.216 : 4.58% 6226.144 I 

iF! 93 13711.575 : 5.14% 6508.997 

I 

87 89 

Percent 
Change 

Wage&Sal. 

7.91% 
8.22% 

11.52% 
12.05% 
12.37% 

9.74% 
11.14% 
11.37% 
14.39% i 

11.67% I 
7.68% 
9.37% I 
2.84% 
4.16% 
4.27%1 
1.06% 

-1.12% 
2.57% 
5.38% 
4.80%1 
6.37% I 
4.67% : 
4.80%i 
4.54% 

, , 
91 93 



a:.Anlal ,_-:-_(Q .... ' _....;..; 
DATE.. } g- '7 - cfJ 
118 it) R,- ai ~ 

320.0 Montana Non - Farm Employment 

~ I 

~ 280.0 / I 
....... 

r~o /" 
~ 240.0 7. 
~ 220.0 /-

200.0 / 

180.0 I I I I I , I I , , I , 
69 71 73 75 77 79 81 83 85 87 89 91 93 

Calendar Year 
____ Actual -.- Forecast 

Non-Farm Wholesale 
Wage&Sal. Retail Services Percent 

CY Employment Employment Employment of Total 

IA 69 197.7 : 47.0 I 32.1 40.01% 
A 70 201.31 48.1 33.7 40.64% 
A 71 207.1 50.1 35.3 41.24% 
A 72 215.4 53.5 37.3, 42.15% 
A 73 224.41 56.3 40.4 43.09% 
A 74 234.0 58.8 42:4 43.25% 
A 75 238.2 59.1 44.3 43.41% 
A 176 251.1 63.6 47.8 44.36% 
A 77 264.8 67.0 49.41 43.96% 
A 78 280.41 72.2 52.6 44.51% 
A I 791 283.9 73.5 54.2 44.98% i 
Ai 80 280.41 72.31 55.1 ! 45.44% 
A 81 281.81 72.9 56.1 45.78% 
A 182 273.7 71.9 56.31 46.84% 
A' 83 276.0 73.6 57.8 i 47.61% 1 
A 84 281.11 75.9 59.6 48.20% 
A 85 279.11 74.6 60.6 48.44% I 
A 86 275.41 72.6 62.1 I 48.91% 
A 87 276.01 72.7 65.0 49.89% 
A 88 282.91 74.7 68.0 50.44% 
A 89 290.51 77.6, 71.6 51.36% I 

F 90 294.81 80.0 74.1 .52.27% 
F 91 295.31 78.5! 75.4 52.12% 
F 92 298.9 ~ 78.8 76.6 51.99% 
F 93 301.0 I 78.6 77.61 51.89% 



52nd Legislature LC 0771/01 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

f-iut Sft: BILL NO. 

INTRODUCED BY ~C~~~L£ ____________________________________ __ 
Q!f 

A BILL FOR AN AC'J ENTITLED: "AN ACT PROVIDING AN 

APPROPRIATION FOR THE PURCHASE OF HEALTH INSURANCE FOR THE 

CHILDREN OF CERTAIN LOW-INCOME FAMILIES AS AUTHORIZED BY [LC 

220): INCREASING CIGARETTE TAXES AND APPROPRIATING A PORTION 

OF THE PROCEEDS TO THE CHILDREN'S HEALTH INSURANCE FUND: 

APPROPRIATING MONEY FROM THE STATE EQUALIZATION AID ACCOUNT 

IN THE STATe SPECIAL REVENUE FUND TO THE CHILDRE:~'S HEALTH 

INSU,{ANCE FUND: AMENDING SECTIONS 16-11-111, 16-11-119, AND 

17-5-408, MCA: AND PROVIDING EFFECTIVE DATES AND A 

TERMINATION DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 16-11-111, MCA, is amended to read: 

"16-11-111. Cigarette sales tax. There is hereby 

levied, imposed, and assessed and there shall be collected 

and paid to the state of Montana upon cigarettes sold or 

possessed in this state the following excise tax which shall 

be paid prior to the time of sale and delivery of 

cigarettes: i8 ~ cents on each package containing 20 

cigarettes and, when packages contain more or less thin 20 

cigarettes, then a tax on each cigarette equal t~ 1/20th the 

tax on a packiJe containing 20 cigarettes." 

~"'" "g,""". COunc" 
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LC 0771/01 

Section 2. Section 16-11-119, MCA, is amended to read: 

"16-11-119. Disposition of taxes retirement of 

bonds. All moneys collected under the provisions of 

16-11-111, less the expense of collecting all the taxes 

levied, imposed, and assessed by said section, shall be paid 

to the state treasurer and deposited as follows: T9~89' 

~ in the long-range building program fund in the debt 

service fund type anaL ~9~ii' 24.95\ in the long-range 

building program fund in the capital projects fund type, and 

14.28\ in the children's health insurance fund established 

in [section 4 of Bill No. ) [LC 220)." 

Section 3. Section 17-5-408, MCA, is amended to read: 

"17-5-408. Percentage of income, corporation license, 

and cigarette tax pledged. (1) (a) The state pledges and 

appropriates and directs to be credited as received to the 

debt service account 9.8\ for fiscal year 1990 and 8.7\ for 

fiscal year 19S1 of all money received from the collection 

of the individual income tax and 11\ for fiscal year 1990 

and 10.5\ for fiscal year 1991 of all money, except as 

provided in 15-31-702, received from the collection of the 

corporation 1icensp and income tax as provided in 15-1-501, 

and such additional amount of said taxes, if any, as may at 

any tifue be needed to comply with the principal and interest 

and reserve requirenents stated in 17-5-405(4). 

(b) No more than the 

-2-

percentages d.5cribed in 

INTRODUCED BILL 
't\ ~ l-Cl \ "" 
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TO: 

EXHIBiT-==2::=::' ~~ 
DATE -.3 - 'l-q I 

7 March 1991 
FROM: 

HOUSE TAXATION COMMITTEE fa \ U 
MIKE MALES ~flBlIIiIIre-""'~~'""'*-:J ..... ___ ...... 

RE: TESTIMONY IN SUPPORT OF HB 614 

House Bill 614, proposing to raise cigarette taxes by 3 cents per pack 
to provide funding for health insurance for the children of certain low 
income families, is the most important tobacco tax measure before you 
this session. If implemented, HB 614 would be Montana's first use of 
tobacco taxes relevant to the health damage tobacco causes. 

The health damage cigarette smoking by parents and other adults does to 
children is the forgotten issue in a tobacco health debate which has too 
often focused simply on adult concerns. For example, House approval of 
a bill to limit smoking in state buildings is beneficial due to the 
irritation caused by others' smoking cited by 60% of the public, but 
such "passive" smoking in employment and public settings has not been 
shown to cause actual health damage to adults. 

However, studies are conclusive that the one proven effect of "passive 
smoking" is on the health of young children. As the Surgeon General's 
1986 report, The Health Consequences of Involuntary Smoking, notes: 

In general, the evidence on active smoking in combination with the 
dosimetry of involuntary smoking leads to the conclusion that the 
effects of ETS [environmental tobacco smoke] on a population will be 
substantially less than the effects of active smoking. The effects 
of ETS on infants and young children are an important exception 
[emphasis added]. -- page 36 

Dozens of studies have now established serious health damage to children 
caused by parental smoking. As summarized in the above report, these 
include low birth weight, "increased frequency of hospitalization for 
bronchitis and pneumonia," "increased frequency of acute respiratory 
illnesses and infections, including chest illnesses •.• bronchitis, 
tracheitis, and laryngitis," "chronic respiratory symptoms," "chronic 
cough and phlegm," "chronic middle ear effusions," chronic and acute 
asthma, reduced lung capacity, and higher risk of cancer, including 
leukemia and lung cancer, compared to children of nonsmoking parents 
(page 107). Parental smoking may also induce a "pre-addictive" effect, 
since blood levels of addictive nicotine can be measured in their 
children, and 75% of all youths who smoke have parents who smoke. 

The reason is that "sidestream smoke is characterized by significantly 
higher concentrations of many of the toxic and carcinogenic compounds 
found in mainstream smoke, including ammonia, volatile amines, volatile 
nitrosamines, certain nicotine decomposition products, and aromatic 
amines" (page 169). Children have higher rates of respiration and 
metabolism than adults as well as lower body weight, multiplying the 
effects of constant, concentrated "passive" cigarette smoke damage. 

In Montana, there are some 40,000 children exposed to parental smoking 
in their own homes, many of whom will suffer increased illness as a 
result. Many of these children, in turn, are from low-income families 
which have both higher smoking rates and less ability to afford health 
insurance and whose treatment must therefore be covered by publicly
funded health programs. The revenues from HB 614 are modest in light of 
the problem and place the financial burden where it should be -- on 
those whose smoking causes the problem. HB 614 is not a "sin ta.x." but 
simply justifiable compensation to the state by cigarette smokers for 
the damage they cause children's health. Tnank you. 



Facts on Passive Smoking 

* Jrtvoluntary smoking can cause lung cancer in nonsmokers. 

* The children of parents who smoke have an increased frequency of hospitalization for brochitis and 
. pneumonia during the first year of life when compared with the children of nonsmokers. 

* The children of arents who smoke have an increased frequency of a variety of acute respirato illnesses 
• and infections, including c.hest 1 nesses before 2 years of age and physician- agnosed brochitis, tracheitis, 

and laryngitis when compared with the chjldren of nonsmokers. 

* Chronic cough and phlegm are more frequent in children whose parents smoke compared with children of 
nonsmokers. ---

* Undiluted sidestream smoke is characterized by significantly higher concentrations of many Qfthe toxic..and 
. carcinogenic compounds found in mainstream. ~moke, including ammonia, volatile amines. volatile 
nitrosammes, certain nicotine decomposition ID'oduc~, and aromatic amines...:,. 

* Environmental tobacco smoke can be a substantial contributor to the leyel of indoor air pollution 
goncentrations of respirable particles, benzene, acrolein, N-nitrosamine, pyrene. and carbon monoxide--:-' 

* ,Measured exposures to respirable suspended particulates are higher for nonsmokers who report eXQosure _ 
to environmental tobacco smo~ 

* The main effects of the irritants present in environmental tobacco smoke occur in the conjunctive of the eyes 
and the mucous membranes of the nose, throat, and lower respiratory tract These irritant effects are a 
frequent cause of complaints about poor air quality due to environmental tobacco smoke. 

* Smoking policies may have multiple effects. In addition to reducing environmental tobacco smoke 
exposure, they may alter smoking behavior and public attitudes about tobacco use. Over time, this may 
contribute to a reduction in smoking in the United States. To the present, there has been relatively little 
systematic evaluation of policies restricting smoking in public places or at the workplace. 

* On the basis of case reports and a small number of systematic studies, it appears that workplace smoking 
policies improve air quality, are met with good compliance, and are well accepted by both smokers and 
nonsmokers. Policies appear to be followed by a decrease in smokers' cigarette consumption at work and 
an increase in enrollment in company-sponsored smoking cessation programs. 

* Laws restricting smoking in public places have been implemented with few problems and at little cost to 
State and local government. 

* Public opinion polls document strong and growing support for restricting or banning smoking in a wide 
range of public places. Changes in attitudes about smoking in public appear to have preceded legislation, 
but the interrelationship of smoking attitudes, bchavio!, and legislation are complex. 

Source: The U.S. Surgeon General's report, "The Health Consequences of Involuntary Smoking" 
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2030 11th Ave., Suite 10 

Montana Council 

t.XhU:S1 j ----'1 ... 
DATE. .3 - '7' 9·[
lIB lolL{-

for Maternal and Child Health 
The Voice of the Next Generation 

in Montana's State Capitol 

Helena, MT 59601 (406) 443-1674 

TESTIMONY FOR THE HOUSE TAXATION COMMITTEE 
Supporting HB 614, Health Insurance for Low-Income Children 

Date: Thursday, March 7, 1991 

The Montana Council for Maternal and Child Health. a non-profit public policy 
research, education, and advocacy organization, supports HB 614, as a partial 
solution to the problem of inadequate access to health care for women and children in 
Montana. 

The companion bill, HB 522, provides for outpatient care pOlicies which include 
well-child care and immunizations. These policies, while not comprehensive, will 
provide some basic health care for poor children not eligible for Medicaid. Preventive 
measures like these are the least expensive way to maintain children's health. 

This legislature has before it a set of bills dealing with preventive health care 
services for children: HB614 and HB 522 deal with uninsured children whose family 
income is above the Medicaid limits, currently 133% of the Federal poverty guideline 
for pregnant women and children under 6 years old; HB 976 and 5B 151 increase the 
Medicaid eligibility limits for pregnant women and infants to 185% of the federal 
poverty guideline; 5B 371 mandates well-child and immunization coverage in existing 
health insurance policies; and HB 376 significantly improves the state immunization 
program and funds additional supplies of vaccine for public health clinics. 

Passage of HB 614 assures that funding for preventive health care for unin
sured children will be stable during the initial phases of this public-private project. 
Cigarette taxes are an appropriate mechanism for this funding, for they can be rapidly 
implemented and revenue can be quickly available for purchase of insurance policies. 

Cigarette taxation is also appropriate because cigarette smoke is a major 
contributor to childhood disease. Children of mothers who smoke during pregnancy 
are born earlier and weigh less than those of non-smoking mothers. Children of 
smoking parents have significantly more respiratory disease and miss more school 
due to illness than their peers. If a 3 cent increase in the cigarette tax reduces 
smoking by parents, children's health will be improved across the board. 

Please recommend "do pass" for HB 614. 

Paulette Kohman 
Executive Director 



EXHIBIT.-:-.... ! .... 0 __ 
DATE-_~3_-.... '1-_q~l_ 
HB. to I j 

COMMENTS IN OPPOSITION TO HOUSE BILL 614 

The Cigarette Sales Tax is a Rapidly-Diminishing Revenue Source 

Sales of cigarettes in Montana peaked in 1982 when tax-paid 
cigarette sales totaled 97.1 million packs. Since then, tax-paid 
sales of cigarettes have dropped to 69.5 million packs in 1990-
a 29 percent decrease. This drop has occurred over an eight-year 
period, during which the federal tax was doubled from 8¢ to 16¢ per 
package and the state tax was increased in two increments (in 1983 
and then again in 1989) from 12¢ to 18¢ per pack. The U. S. 
Congress has recently again increased the federal cigarette tax by 
4¢ a package this year and another 4¢ a package next year for a 
total increase of 8¢ per pack. This places the ultimate level of 
the federal tax at 24¢ per package. 

The graph attached to these comments dramatizes this drop in sales. 
The drop has been continuous. We believe it has been accelerated 
by the increases in the sales taxes on cigarettes--the federal tax 
doubling in 1983 and the Montana tax being increased in 1983 and 
1989. The 1983 federal tax increase was a 100 percent increase, 
and the Montana tax has been increased by 33 1/3 percent since 
1980. The latest federal tax increase, totaling 8¢ per package of 
cigarettes, places the federal tax at 24¢ per package, which 
amounts to a 200 percent increase since 1980. 

HB 614 seeks to increase the state cigarette sales tax from 18¢ to 
21¢ per pack--a 3¢ per package increase. This would amount to 
another 17 percent increase in this tax. 

Any increase in this selective sales tax will further accelerate 
decreases of taxed sales of cigarettes. This, in turn, will result 
in sUbstantial reductions in the tax revenues, which are allocated 
toward the payment of obligations incurred by the Long-Range 
Building Program. 

Present Revenues from Sales Taxes on Cigarettes and Other Products 
are Dedicated to the Long-Range Building Program Fund 

Presently, all monies collected from the cigarette tax are 
deposited in the Long-Range Building Program Fund. Approximately 
70 percent of the money is then allocated for debt service, and 
approximately 30 percent of the funds are allocated to the Capital 
Projects Fund. Essentially, the collections go for debt reduction 
and maintenance costs, all associated with the Long-Range Building 
Program. 

In 1989, the cigarette tax was increased by 2¢ per package to 
provide funds for the construction of a veterans nursing home to 
be located in Glendive. Those monies have not yet been expended. 
The project is awaiting matching federal funds. Legislation is now 
pending before this legislature to preserve this money for this 
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purpose and to continue earmarking the 2¢ to insure funding for 
maintenance and other costs at the facility. 

HB 614 apparently seeks to preserve the amounts of revenue now 
going into the Long-Range Building Program Fund by allocating what 
apparently purports to be a sufficient percentage of the proposed 
collections to maintain a sufficient level of payments to that 
account. The amount going to that account, however, will be 
reduced by the amount of reduction in taxed sales of tobacco 
products that will be experienced because of the tax increases. 
At the time that these comments were prepared, no fiscal note was 
available, analyzing the effects of this bill. However, we do have 
the benefit of a fiscal note prepared for SB 353 that estimates 
collections under the present law of cigarette taxes for fiscal 
year '94 to be $8,644,129 for the debt service account and 
$3,212,871 for the Capital Project Fund. These \collections will 
decrease su~stantially year by year. 

As you can see by the chart attached to these comments, cigarette 
tax increases have been followed by reductions in taxed sales. 
This phenomena has not only been experienced in Montana but also 
elsewhere. In California, for instance, during the first year 
after its sales tax on cigarettes was increased on January I, 1989, 
from 10¢ to 35¢ per package, taxed sales of cigarettes plunged by 
a significant 13.8 percent. The tax increase called for in HB 614 
is not as much as ~he California increase, and, therefore, the 
resul ting impact on Montana tax sales perhaps would not be as 
great. Taxed sales in Montana in 1988 totaled 72.5 million packs. 
The 2¢ increased followed in 1989, and in 1990, taxed sales were 
reduced by 4 percent to 69.5 million packages. continual 
reductions of this nature can severely reduce the amount of monies 
available for debt service and for the Capital Projects Fund in the 
Long-Range Building Program. 

One of the reasons for the decrease in taxed sales of cigarettes 
that is experienced in Montana is the capability of Montana 
purchasers obtaining untaxed cigarettes on Indian reservations and 
at federal facilities. Montana citizens can also obtain cigarettes 
in Wyoming and Idaho where the tax rate would be less. with regard 
to sales of cigarettes on Indian reservations, according to a 1985 
study by the Advisory Council on Intergovernmental Relations, tax
exempt sales on Montana's Indian reservations represented 17.4 
percent of all cigarette sales in the state--tops in the nation for 
that year. We believe that such sales have increased over time. 
One reason for keeping our cigarette taxes at present levels is to 
compete as successfully as possible with these untaxed sales. 

Clearly, revenues dedicated to the Long-Range Building Program 
would be substantially reduced because of the tax increases 
proposed in HB 614. 

2 



Montanans do not Favor Excise Taxes or Their Increase 

We all know that Montanans do not favor tax increases. We know 
that Montanans do not favor selective sales taxes. We know that 
Montanans do not favor increases in selective sales taxes. 

The most recent opportunity that Montanans have had to demonstrate 
their dislike of selective sales tax increases was in the last 
general election. Initiative 115, which sought to impose a tax 
increase on cigarettes, as well as other tobacco products, was 
defeated by 59 percent of the Montana electorate. Voters in 54 of 
Montana's 56 counties voted it down. The election results are 
attached to this statement, as well as a map showing the counties 
in which the tax was defeated. 

The purpose to be accomplished by the bill mky appear to be 
laudatory. 'Yet the bill is destructive of the principal purpose 
for collection of cigarette tax revenues--payment of the Long Range 
Building Fund's long-term debt, as well as building maintenance 
costs. In fact, as the collections are reduced because of the tax 
increase, the amount available from year to year for diversion into 
the special fund set up under the bill's provisions will dwindle 
away. 

We submit that the legislature should be very careful in tinkering 
with the cigarette tax. As we have said before in these comments, 
cigarettes are a rapidly-declining source of tax revenues. If tax 
collections from this source become insufficient to meet the money 
requirements of the Long-Range Building Program Fund, then monies 
will have to be appropriated for this purpose from the General 
Fund, which, in turn, will require revenues from other sources. 

The Cigarette Sales Tax is Discriminatory 

Supporters of HB 614 are principally interested in the bill because 
of its provision that monies be set aside to be deposited in a 
children's health insurance fund. In this regard, the bill sets 
aside a segment of Montana's population for special treatment-
the payment of a discriminatory sales tax. 

There is no logical basis for selecting a third of Montana's adult 
population and requiring them to ante up money for an obligation 
that is really the obligation of all of the tax payers of this 
state. 

The Children's Health Insurance Fund 

HB 614 must be coordinated with HB 522, which would grant authority 
to the Department of Social and Rehabilitation Services to purchase 
health insurance for children of low-income families. Broad 

3 
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authority is granted to the department in this regard, even to the 
extent that the department is specifically not required to request 
bids for such coverage. The establishment of eligibility 
requirements, as we understand HB 522, would be left solely to the 
discretion of the department. In truth, the proposal seems to be 
wide open with no strings attached. 

The fiscal note for HB 522 indicates that there would be General 
Fund requirements in the total amount of $5,320,755. HB 614 
provides only $1,576,083.60 for the insurance fund. Thus, without 
monies from other sources, the program called for in HB 522 could 
die on the vine, and if this cigarette tax proposal is passed, the 
tax increase would be in place without serving any particular 
purpose. 

Given the current budget situation and the difficulties this 
legislature'faces in funding already established programs, it would 
seem that the additional monies the program would require from the 
General Fund would simply not be available. 

Summary 

1. Montanans have rej ected an increase in the cigarette sales tax 
in the past election. 

2. The proposed tax increase would reduce the revenues now 
available to the Long-Range Building Program Fund. 

3. The tax is self-defeating--the tax increase would cause 
reductions in taxed sales and thus in revenues. 

4. The cigarette tax is a selective sales tax, and an increase 
in this tax would simply exacerbate its discriminatory nature. 

Jerome Anderson 
Representing The Tobacco Institute 

Mark Staples 
Representing Montana Association of 
Tobacco and Candy Distributors 

John Delano 
Representing Phillip Morris Ltd. 

Roger Tippy 
Representing R.J. Reynolds Tobacco Co. 

Gene Phillips 
Representing The Smokeless Tobacco Council 
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TESTIMONY OF SCOTT LEPROUSE, PRESIDENT 
D AND R VENDING - BOZEMAN 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

EXHIBIT ___ I ..... 1 __ _ 

DATE 3 -1.-(1 I 
HR lolj -P 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. MY NAME IS SCOTT 

LEPROUSE. I AM THE PRESIDENT OF 0 AND R VENDING, INC. OF BOZEMA.N, 

MONTANA. WE OWN AND SERVICE VENDING MACHINES IN PARK, JEFFERSON, 

GALLATIN, AND MADISON COUNTIES, AND I HAVE 8 FULL-TIME EMPLOYEES 

TO HELP WI~H THIS BUSINESS. 

MOST OF MY MACHINES ARE 15 TO 20 YEARS OLD AND ANY TIME THERE 

IS A PRICE CHANGE, WE HAVE TO CHANGE THE EQUIPMENT INSIDE THE 

MACHINE IN ORDER FOR IT TO ACCEPT THE APPROPRIATE AMOUNT OF MONEY 

NOW REQUIRED TO PAY FOR THE CIGARETTES. WITH THE CONTINUOUS AND 

RECENT TAX INCREASES, PRICES OF CIGARETTES HAVE GONE UP SO OFTEN 

THAT WE CAN'T GET THE EQUIPMENT PAID FOR FROM THE LAST CHANGE 

BEFORE THE PRICE GOES UP AGAIN. 

PROFITS DO NOT INCREASE AS THESE TAX INCREASES COME THIS FAST 

BECAUSE YOU SIMPLY CAN'T PASS THAT COST ALONG TO THE CONSUMER THAT 

QUICKLY, SO YOU END UP EATING A GREAT DEAL OF THESE TAX INCREASES, 

AT LEAST FOR A SIGNIFICANT PERIOD OF TIME, UNTIL YOU CAN JUSTIFY 

INCREASING THE PRICE ONE MORE COIN, WHICH IS A QUARTER. THUS, THE 

MINIMUM MARGINS IN THIS BUSINESS ARE INCREASINGLY DIFFICULT TO 

MAINTAIN. 

MEANWHILE, BOTH THE MAJOR RETAILERS AND CONVENIENCE STORES CAN 

RAISE THEIR PRICES WHATEVER AMOUNT OF CENTS ARE APPROPRIATE TO 

COVER IT AND THEY CAN DO IT IMMEDIATELY, THEREBY FURTHER DAMAGING 



-c..,),.. l { 

3-7-i.( 
H-B ~ lif 

THE NUMEROUS VENDING BUSINESSES THROUGHOUT MONTANA AND DRIVING MORE 

PEOPLE TO BUY CARTONS RATHER THAN SINGLE PACKS. 

FOR THESE REASONS AND THOSE STATED BY ALL THE OTHER OPPONENTS, 

I'M OPPOSED TO THIS LEGISLATION, WHICH WOULD DAMAGE THE INDUSTRY 

AS A WHOLE AND PUT THE VENDING SEGMENT OF IT AT A FURTHER 

DISADVANTAGE. THANK YOU. 

.. .... ¥~,-_ ,<'1_-- .. " __ ", _,"_' ... ,~.' 
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TESTIMONY OF ED BUCKNER, PRESIDENT AND FOUNDER 
SERVICE DISTRIBUTING, INC. - LIVINGSTON 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. MY NAME IS ED 

BUCKNER. I AM THE PRESIDENT AND FOUNDER OF SERVICE DISTRIBUTING, 

INC. I'VE BEEN IN BUSINESS IN MONTANA FOR 31 YEARS, AND I'M ALSO 

A NATIONAL DIRECTOR FOR THE CANDY WHOLESALERS ASSOCIATION, 95% OF 

WHO'S MEMBERS ARE ALSO TOBACCO WHOLESALERS. 

I AGREE WITH ALL THE OPPOSITION TESTIMONY I'VE HEARD, BUT I'D 

LIKE TO ADD ANOTHER CONCERN: IF WE LOSE A SIGNIFICANT PERCENTAGE 

OF OUR TOBACCO BUSINESS, IN ORDER TO STAY IN BUSINESS (IF WE'RE 

ABLE TO) OBVIOUSLY WE'RE GOING TO HAVE TO INCREASE PRICES IN OTHER 

AREAS. HAVE YOU LOOKED AT WHAT EFFECT THIS IS GOING TO HAVE ON ZONE 

PRICING OF OTHER PRODUCTS IN COMMUNITIES THAT DO NOT HAVE A LOCAL 

DISTRIBUTOR? IT SEEMS CLEAR TO ME THAT NOT ONLY WILL ALL THE OTHER 

NEGATIVE EFFECTS SPOKEN OF COME TO PASS, BUT YOU'RE GOING TO SEE 

THIS TYPE OF LEGISLATION NOT SIMPLY AFFECT TOBACCO, BUT NEGATIVELY 

AFFECT ALL THE OTHER PRODUCTS THAT WHOLESALERS SUCH AS MYSELF 

DISTRIBUTE THROUGHOUT THE STATE OF MONTANA. 

AS BOTH A BUSINESSMAN AND A TAXPAYER j I OPPOSE THIS 

LEGISLATION. 

-



EXHIBIT_ J 3 - ...... ..-...---

TESTIMONY OF SANDY BERGSING, MANAGER 
SERVICE DISTRIBUTING, INC. - LIVINGSTON 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

DATE- S -1 '- 9 ( 
HR lolj 

DEAR MR. CHAIRMAN r MEMBERS OF THE COMMITTEE. MY NAME IS SANDY 

BERGSING. I AM THE MANAGER OF THE LIVINGSTON WHOLESALER SERVICE 

DISTRIBUTING, INC. WE EMPLOY 33 EMPLOYEES WHO IN TURN REPRESENT 

THAT MANY FAMILIES AND HUNDREDS OF MONTANA CITIZENS. 

I HAVE SEEN FIRST HAND IN THE LUMBER BUSINESS IN LIVINGSTON 

THE EFFECT OF PUNITIVE LEGISLATION SUCH AS THIS" AS MANY OF MY 

NEIGHBORS AND FRIENDS HAVE LOST THEIR JOBS. AS A WORKING MOTHER, 

ANY LEGISLATION THAT WOULD TAKE AWAY A SIGNIFICANT PERCENTAGE OF 

MY COMPANY'S BUSINESS, WOULD MOST PROBABLY HAVE THE SAME EFFECT 

UPON ME AND MY CO-WORKERS. 

PLEASE DO NOT CRIPPLE ANOTHER INDUSTRY IN MONTANA. 

-



TESTIMONY OF MIKE PARKER, PRESIDENT 
PENNINGTON'S INCORPORATED 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

EXHJ8JT_-L..J--I.Jd __ 

DATE. ·1-7~ q I 
fIB to 14 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, FOR THE RECORD, MY 

NAME IS MIKE PARKER. I'M PRESIDENT OF PENNINGTON'S INCORPORATED, 

WITH OPERATIONS IN GREAT FALLS, SHELBY AND HAVRE, MONTANA. I'M 

HERE TODAY ON BEHALF OF OUR COMPANY AND MY 70 FELLOW EMPLOYEES TO 

URGE YOUR "NO" VOTE ON HOUSE BILL 614. 

I'M NOT HERE TO PLEAD POVERTY. I CERTAINLY HOPE THAT I NEVER 

HAVE TO. I WOULD LIKE TO REMIND YOU THAT GIVEN THE GENERAL 

ECONOMIC SITUATION IN MONTANA, IT'S SOMETIMES VERY DIFFICULT TO 

MAINTAIN A SUCCESSFUL BUSINESS. WE TRY VERY HARD TO BE A GOOD 

EMPLOYER AND A RESPONSIBLE MEMBER OF THE BUSINESS COMMUNITY. IT 

IS IMPORTANT FOR US TO MAINTAIN AND REPLACE AN AGING FLEET OF 

VEHICLES. WE THINK, TOO, IN ORDER TO ATTRACT AND RETAIN GOOD 

PEOPLE, IT'S IMPORTANT FOR US TO BE ABLE TO FUND OUR PROFIT SHARING 

PLAN, AND PAY A SIGNIFICANT PORTION OF HEALTH CARE COSTS. THE 

CHALLENGES OF THE MARKET PLACE AND THE CHALLENGES REPRESENTED BY 

THIS LEGISLATION SOMETIMES MAKE THOSE AIMS VERY DIFFICULT TO 

ACHIEVE. 

THIS LEGISLATION IS NOT GOOD FOR OUR BUSINESS. PLEASE VOTE 

"NO" ON HOUSE BILL 614. 



TESTIMONY OF DEAN WOODRING, MANAGER 
S.D.I. WHOLESALERS, INC. - HELENA 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

EXHIBIT._ .... /.::; ____ _ 

DATE .<1-7 ... 9 I 
Hl\. toli 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. MY NAME IS DEAN 

WOODRING. I AM THE MANAGER OF S.D.I. WHOLESALERS, INC. OF HELENA, 

MONTANA. 

I FEEL ANOTHER 3 CENT TAX ON THE ALREADY HEAVILY TAXED TOBACCO 

PRODUCTS WILL DECREASE SALES AND THEREFORE THREATEN THE LIVELIHOOD 

OF ALL INVOLVED IN TOBACCO SALES. 

ALSO, IT IS MY OPINION THAT FUNDING FOR HEALTH INSURANCE FOR 

LOW-INCOME FMIILIES SHOULD BE SHARED BY ALL TAXPAYERS - NOT JUST 

A SELECT FEW. 

PLEASE CONSIDER VOTING "NO" ON HOUSE BILL 614. THANK YOU. 
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TESTIMONY OF STEVE BUCKNER, PRESIDENT 
MONTANA ASSOCIATION OF TOBACCO AND CANDY DISTRIBUTORS 

BEFORE THE HOUSE TAXATION COMMITTEE 
ON MARCH 7, 1991 

OPPOSING HOUSE BILL 614 

DEAR MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE. MY NAME IS 

STEVE BUCKNER. I AM THE PRESIDENT OF THE MONTANA ASSOCIATION OF 

TOBACCO AND CANDY DISTRIBUTORS AND I APPEAR TODAY IN OPPOSITION TO 

HOUSE BILL 614. AS PRESIDENT OF OUR ASSOCIATION, I REPRESENT 12 

INDEPENDENT, FAMILY-OWNED, WHOLESALE OPERATIONS, WHO IN TURN EMPLOY 

HUNDREDS OF PEOPLE DIRECTLY IN MONTANA AND EFFECT THOUSANDS 

INDIRECTLY THROUGH TRANSPORTATION, RETAIL AND SPIN-OFF ECONOMIC AND 

JOB RELATED BENEFITS. 

I'VE BEEN PRESIDENT OF THIS ORGANIZATION FOR TWO YEARS AND IN 

THAT TIME WE'VE HAD A STATE TAX INCREASE OF 2 CENTS AND A FEDERAL 

'.. '" . '- ' '.. 'TAX' INCREASE OF 8 CENTS. TO NOW CONTEMPLATE ANOTHER 3 CENT TAX 

INCREASE RIGHT AFTER A 4CENT ONE, IS A DIZZYING PROSPECT. DURING 

THAT SAME TWO YEAR PERIOD, SALES HAVE GONE DOWN AN AVERAGE OF OVER 

5% PER YEAR IN MONTANA, WHICH IS EVEN GREATER THAN THE NATIONAL 

AVERAGE. CLEARLY THIS IS NOT A BUSINESS ON THE RISE. 

MY FAMILY HAS BEEN IN THIS BUSINESS FOR 31 YEARS, WHICH IS 

ABOUT AVEFAGE FOR THE REST OF THESE MONTANA FAMILY-OWNED 

BUSINESSES. 

WE THINK THIS IS A SELECTIVE MEASURE, AND A PUNITIVE ONE, 

WHICH WILL ACCOMPLISH FURTHER DAMAGE, TO ONE OF MONTANA'S OLDEST 

AND MOST CIVIC-MINDED BUSINESSES. 

AS I'VE SAID, WE'VE BEEN IN BUSINESS FOR 31 YEARS, WE'D LIKE 

TO STAY IN IT FOR A FEW MORE. 
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DATE 3-7 -9 I 
11 March 91 liB -,we-{-'j---lo..:..--

Hon. Dan Harrington, Chairman, 
House Taxation Committee 

Dear Rep. Harrington: 

March 7 there was a hearing in your Committee concerning 
HB6l4. One of the Committee Members-asked Dr. Dennis Winters 
of Butte (Mont Market Development Co.) what does Philip Morris 
do for Montana.? Dr. Winters started to give employment 
figures - but that evidently wasn't what the committee 
member wanted. So I thought that I would ask the same question 
of Philip Morris to see how they would answer the question. 
They faxed me the attached information. I thought that you 
and the Committee members might find it of interest. 

Certainly Philip Morris had a great economic impact in the State 
of Montana. As you can readily see, Philip Morris purchases a 
lot of Mont grains, including malting barley (Miller Brewing Co) 
and cereal grains-, (Post Cereals), sugar (beet sugar), milk, etc. 

Among the many diversified companies owned and operated by 
Philip Morris are: Miller Brewing Co., General Foods Corp., 
Kraft Foods, Kool-Aid, Jell-O, Birds Eye, Post Cereals, 
Grap Nuts, Maxwell House Coffee, Oscar Mayer meats, Cool Whip, 
Baker's Chocolate, Sanka, Log Cabin, etc.etc. 

I hope that the enclosed information will be of interest and 
will help to clarify the matter. 

personal 

cc: Members of House Taxation Committee 

Enclosures: Fax info from Philip Morris 

Respectfully submitted, 

~Delano 

Mont. Community Foundation annual report 

,&&&. 



REPORT OF THE OFFICIAL 1990 GENERAL CANVASS 
Ballot issues 

compiled by secretary of State Mike Cooney 

PAGE NO. 1 
11/26/90 

County INITIATIVE 115 

FOR AGAINST 

Beaverhead 1291 2073 
Big Horn 1308 2163 
Blaine 754 1790 
Broadwater 561 1050 
Carbon 1359 2550 
Carter 235 614 
Cascade 11544 16684 
Chouteau 1038 1956 
Custer 1703 2992 
Daniels 404 856 
Dawson 1620 2729 
Deer Lodge 1305 2965 
Fallon 412 1149 
Fer~us 1921 3700 
Fla head 9667 12691 
Gallatin 10736 8769 
Garfield" 169 660 
Glacier 1040 2045 
Golden Valley 151 381 
Granite 390 854 
Hill 2331 4301 
Jefferson 1345 2061 
Judith Basin 433 915 
Lake 3508 4279 
Lewis & Clark 9368 11041 
Liberty 381 769 
Lincoln 2589 4141 
Madison 862 1766 
McCone 457 884 
Meagher 230 642 
Mineral 469 959 
Missoula 15029 13453 
Musselshell 556 1445 
Park 2993 3212 
Petroleum 80 185 
Phillips 785 1642 
Pondera . 796 2041 
Powder River 283 682 
Powell 719 1807 
Prairie 235 495 
Ravalli 4697 6304 
Richland 1477 2760 
Roosevelt 1174 2296 
Rosebud 1100 2067 
Sanders 1411 2489 
Sheridan 778 1713 
Silver Bow 4854 10675 
Stillwater 1096 1932 
Sweet Grass 609 998 
Teton 968 1938 
Toole 851 1713 
Treasure 137 369 
Valler 1350 2352 
Wheat and 296 751 
Wibaux 187 475 
Yellowstone 18665 24509 

*** Total *** 
130707 188732 - -~.' ----

-----... -Exhibit # 17 
3-7-91 HB 614 
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DATE March 9, 1991 

SEATTLE REGIONAL OFFICE 

PHruP MORRIS USA 

OFFICE (206) 462-2717 

FAX (206) 462-2632 

TO~~ 
FROM~~ 

# OF PAGES, __ _ 
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~-----_ Exhibit # 17 

THE CONSUMER. EXCISE TAX ON TOBACCO IN 
MONTANA 

The current state cigarette tax in Montana 1s $1.80 per carton. 
. - . 

TAX BURDEN - Federal and state taxes on.~igarettes in Montana; 
currently represent $3.80 per carton, or 31 % of the price of a 
carton Of CIgarettes. ($2.00 - federal and $1.80 - state tax; average 
retaIl price $12.30 per carton): 

UNFAIR - Smokers in Montana currently pay approximately $26 
million in cigarette taxes. (federal - $13 million and state - $13 
mill ion). This contribution is too great for anyone group of 
consumers to bear when these taxes benefit everyone in the state. 

REGRESSIYITY - Tobacco taxes In Montana take ftve times the 
amount trom those with incomes below $7,600 than from those wIth 
1ncomes exceeding $54,000. The difference In the tobacc9 tax 
burden between the rich and the poor makes th;s tax one of the most 
regressive taxes in the U.S. (Source: CItizens fo·r Tax Justfce) 

JOB LOSS- The tobacco industry creates 4,755 jobs 1n Montana ana 
these tobacco-related employees receive almost $84 million In 
compensation. 

3-7-91 HB 614 
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CROSS-BORDER_ Ac;rIVI_"!y AND fB?OTlEGGING ~ 
The Wyoming State tax is .12¢. 

P.3 
EXHIBIT _ , 7 
DATE. ,3 -'7 ~ eft 

ttB telL{ 
Idaho is .18¢. 
Cigarettes are untaxed on Montana Indian reservations 
and at Federal facilities. 

Tax-exempt sales on Montana's Indian reservations 
represented 17.4 percent of all cigarette sales in the 
State -- tops in the nation for that year.* 

*According to a 1985 study by the Advisory Council on 
Intergovernmental Relations. 

Effects of Montana State Tax Increases on 
Total State Tax Collections 

From 1982 to 1921** the Montana state tax rate increased 
50%, more than 19 times as fast as gross state tax 
collections, 2.6%. 

o In fiscal year 1990*, the Montana state cigarette tax rate 
increased 2 cents to 18 cents per pack, or 13% over the 
previous year. 

o Moreover, in fiscal year 1991 * * legislation has been, introduced 
in Montana that would increase the state cigarette tax by 2S 
cents to 43 cents per pack, or 139% over the previous year. 

Revenue erosion is further evident considering the amount 
of revenue generated per penny from 1982 to 1991.·. The 
Montana state tax increased 50%, while state tax collections 
per penny decrtased 32%. 

o In 1982, the Montana state cigarette tax. was 12 cents per 
pack and each penny of this tax generated $975,000. 

o By fiscal year' 1991 *., the Montana state cigarette tax increase4 
6 cents to 18 cents per pack. However, each penny generated 
about $666,7007 or 32% less than what was generated in 1982. 

Excise tax increases fail to produce as much revenue as 
policy makers expect. This is an unsound and inefficient 
way for a state to raise revenue. 
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State Economic Impact of Tobacco for Montana, 1986 

~ore and. Supplier Impact 

Sectors 
-------------------------------Tobaceo Orowing 
Auctioa Warehouses 
M~factDting 
Wholeulo Trade 

~~~][~-----------~--------
CORE. SECTOR TOTAL 
SUPPLIER SeCTOR 

Socr.or ~ of State Sector 
__ ~~g!~~.L ____ 1'otal ____ ~ti~ 

o 0.0% 0 
o 0.0'-' . 0 
o 0.0% 0 

135 0.8% 3,288,000 __________ ~! ________ ~~~ _____ ~'290,Q2g 
743 0.3%.· 11,$18,000 

................. 
Exhibit # 17 
3-7-91 HB 614 

" of State ___ !'.~.~.L __ 
O.O~ 

0.0" 
0.0" 
0.6% 
0.9% 

0.2~ 

_~~J:~~ _____________________ _ __________ ~~ ~ _______ Q~~ ______ t~,8~~QQQ ________ Q~~~ 
GRAND TOTAL 

!1.P.!~fT~~ ___________________ _ 

Tobacco Taxes 
Personal In.eome 
FICA 
~O~!~_r!~~! ________________ _ 

TOTAL TAXES 

, 

1,449 .~ O.5~ $26.458.000 

Tax. Revenues 

Federal 
------------12.889,000 

3.565.216 
3.148.502 

______ ~~:.~~i 
S20.244.742 

Slate &. Local 
--------------13,184.000 

683.840 
NA 

_ _______ .!!9J. 3~Z 
$14,469,187 

Expenditure Induced Impacts on All Sectors 

Sectors 
--------------------~----------Agrieu1ture 
Mining &. Construction 
Manufact\&ting 
Wholesale &. Retail Tr:sde: 
Transportation & Utilirid 
Finance. [nsuralWc. & R~I Estate 
Services 
Government 
-------------------------------

!l~ofTa~ ____________________ _ 

Personal Income 
FICA 
Co~teTaxes 
g~E~!!L§!l~ ___________ -_______ _ 
TOTAL TAXES 

NA - Not applicable. 
• - This percentage is less than O. 1 ~ . 

Sector % of State Sector' 
__ S:_l!:EL~~~ ____ T2!'1.___ __~.9..~~..ti~_ 

146 0.6% 1.726.092 
547 3.2~ 12.700.5&1 
642 3.1 % 15.595.113 

1,~13 1.9% 18.126.949 
44 O.2~ 1.106.479 
77 0.6" 1.550.336 

392 0.6" 5.783,180 
45 0.1 % 931.21& ----_ .. ------ ----_.------ .------------~. 

3.306 1.2% SS7.519.9S4 

Tax Revenues 

___ £~t!~"!L __ 
6.611.427 
6.016.399 

595.028 
NA ... _----------

513.222.855 

__ ~~_~_~_~~!L 
1.917.130 

NA 
146.172 

______ ~·.7.§9.:!Z~ 
S8.824.181 

0.4% 

'10 of StoM 
Total 

..... ----------
O.69t 
3.2% 
3.1 % 
1.9% 
0.2% 
0.6% 
0.6% 
O.l9d 
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-~=~----P.· Exhibit # 17 .. 
3-7-91 HB 614 

MONT ANA: PHILIP MORRIS IMPACT SHEET 

-,. 

BXPfiNDITDlES 
($ IN MILLIONS) 

1985 1986 1987 1988 1989 

TOT AL DIRECT EXPENDITURES 1 SA 15.8 19.3 27.9 22.2 

SALARIES. WAGES, BENEFITS .1 .2 .1 .5 .7 
PURCHASES .7 1.3 4.0 12.8 5 
UTILITIES 
FED/ST TAXES PAID/GENERA!ED H.6 14.3 1:}.2 14.6 16.5 

IOTAL PHILIP MORKIS EMPLOYEES 
1985 1986 1987 1988 1989 

2 2 3 12 21 



CORPORATE CONTRIBDTIONS 
(education. elvie. cultural. health) 

1989 - $30,000 

EXHIBfT_ 17 
P. 8 DATE._~>--~ ... _-7",---9...1..:..( _ 

Ha. to\q . 

The above figure includes a grant to the Great Montana 
Centennial Cattle Drive, for their Rural Development Fund. 
The purpose of the Rural Development Fund is to further the 
healthy development, education, and welfare of rural Montana's 
rural communities, and the development of Montana's rural 
economy. The Drive's lasting legacy is a permanent endowment 
fund that will benefit many for years to come. 
This contribution was made to The Montana Community Fund for 
their administration. (see p8 of attached MCF report). 

In addition, Philip Morris recently contributed $100 000 to 
the Myrna Loy Theatre in Helena. In fact, Philip Mo;ris 
sponsor~d a legislative reception on January 26, 1991 for 
the Leg~slators and Staff of the 52nd Session - Blue Grass 
Music - and was held at the Myrna Loy Theatre. 

Each year Philip Morris contributes to the Governor's Golf 
Classic held in the Flathead area. 

Just to name a few items ... 



Amendments to House Bill No. 558 
First Reading Copy 

Recommended by Subcommittee on Income 
and Natural Resources Taxation 

For the Committee on Taxation 

Prepared by Lee Heiman 
March 5, 1991 

1. Page 4, line 12. 
Following: "prepared" 
Insert: "by December 1" 

2. Page 4, line 13. 
Following: "each" 
Insert: "regular" 

1 

EXHIBIT -~--.....J ""-S __ 

DAT_E-_,~3_-...L.7-::.., q..l.,L1 ~ 
HS. ss8 

hb055801.alh 



· --... 

filla, that such amendments r~ad~ 
i. Title, line 7. .--
l?ollm'ling: "COUNTY; n 

Inuert: "TO REVISE THE HETP.OD OF COMPUTING THE STATE LAND 
EQUALIZAT!Oti r'AY!·1ENTS 1 TO PROVIDE FOR REDUCTION IN 1?AYt1ENTS 
~mEN THE FUNDS APPROPRIATED ARE NOT SUPFICIENT TO MAKE FULL 
EQU1\.LIZATION l?AYHENTS; U 

Strike: "SECTION" 
Insert: "SECTIONS" 

2. Title, line B. 
Following: line 7 
Insert: ~77-l-501/" 
Following: "77-1-502,:' 

EXHIBIT. I ~ 
DATE ,5 <7 ,9 ( 
Htl. 9lR~ 

Insert: "AND i7-1-504, MCAl REPEALING SECTION 77-I-S03," 
Following: "DATE" 
Insert: MAND AN APPLICABILITY DATE" 

3. Page 2 .. 
Following: line 1 
Insert: "Section 1. Section 77-1-501, MeA, is amended to read: 

"77-1-501. List of state lands by county. The 
department shall, before the first Monday of April of every 
year, prepare Elftd trafttutti.t: a statement t!.e i:he ae~artfftel'tt ei 
reweft~~ er it~ d~e~~ that identifies each county in which 
the state ~ owns real property In excess of 6% of the 
total land area or the county and from which the state 
derives grazing, agricultural, or forest income. The 
statement shall contain the total number of acres owned by 
the state in that county and list the acres separately as 
grazing, agricultural, or forest land."" 

Renumber: subsequent sections 

4. Page 2, line 4. 
Following: "(I)" 
Insert: ." (a) " 

491256SC.Hpd 

-----------------------------------~ 



5. Page 2, line 5. 
Strike: "classify and" 

6. ?age 2, lines 6 through 8. 

~Y:. l '1 
'3·-7 - OZ J 

H() .;lB-~ 

Strike: "that" en line 6 through ncounty" on line 8 

~·1arch '7,1991 
Page 2 of 3 

Insert: Rdue to each county in t'lhich the state-m1ned property in 
that county is in excess of 6% of the total la.nd area for 
the county. 

(b) The amount in lieu of tax payment for land owned by 
the state must b~ computed based upon an imputed v~lue of 
state land, in the three categories listed in subsection 
(1) (d), that exceeds 6% of the total land area of the county 
as follmvs: 

(i) The value per acre for each category is computed by 
multiplying the total statewide taxable value of the 
categor~ by the statewide average mill levy for state, 
county, and school district levies for the year in which the 
payment is to be made divided by the statewide quantity of 
that category of land. 

(ii) The arr.ount of the payment in lieu of taxes is 
determined by multiplying the value per acre by the ratio 
that the number of state-owned acres of land of that 
category bears to the ·total amount of state-mmed land in 
the county ~ultiplied by the a~ount of state-owned land in 
the county in excess of 6% of the total land areas of the 
county. 

(c) The total statewide taxable value and the statewide 
quantity of each category of land is the amount published in 
the most recent biennial report of the department of 
revenue. For the agricultural category, the department shall 
use the value and quantity of irrigated and non irrigated 
land. 

(d) As used in this section, the categories of land 
are: 

(i) grazing land: 
(ii) agricultural land, and 
(iii) timberland." 

7. Page 2, line 25 through page 3, line 7. 
Following: "(2)" on line 25 
Strike: the remainder of subsection (2) in its entirety 
Insert: ~If the funds appropriated for a fiscal year are 

insufficient to pay the full amount in lieu of tax payments, 
as calculated in subsection (1), the department shall 
prorate the payment to counties." 

491256SC.Hpd 

. . ----------------------------------------------



8. Page 3. 
Following: line 7 

EXHIBIT 19 
DAT_E._3_..-_Jr.... ..... """"q""""' ~ 
H8_ .... a .... 2..w.a.~ __ 

i-larch 7, 1991 
Page J of 3 

Insert: "Section 3. Section 77-1-504, MeA, is amended to read: 
"77-1-504. ~eee!!l!!ft~ of ee~1"I~Y ntatemeftts Filing 

clair:ts. 'i'l-te deeart:mcl'\t shall examiHstAs otateHl:eH-e retaraee 
e~ eAt.! ,,.~eftt: e£ efie a.epartmel"lt ei l!'evt.!!"l:t!e :£er aee.,.reey, ~l"te! 
ta He sass 9~all ~he state laftci c~uali5atiel"l ~ay~eftt he 
a~~Fevea ~ftle91! tfie state e~em~tiel'\ fi~~re i3 aee~tee i~em 
-"':he 1;!?e3S aeeeesP.!c!'l:t il","dre 1ft the s~at!el'ftent. The department 
shall, before November 1 of each year, prepare and file a 
claim with the department of administration for all counties 
"'ho are eligible for state land t:1qualization payments, and 
this claim shall show the amount of money each eligible 
county ,.rill recp.ive." 

NEN SECTION. Section 4. Repealer. Section 77-1-503, 
MCA, is repealed. 

N~7 SECTICN. Section 5. Applicability. [This act1 
applies to tax years beginning after December 31, 1991." 

Renumber: subsequent section 
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