MINUTES

MONTANA HOUSE OF REPRESENTATIVES
51st LEGISLATURE - REGULAR SESSION

SUBCOMMITTEE ON JOINT REVENUE ESTIMATING

Call to Order: By Chairman Bob Ream, on January 31st 1989, at

5:00 p.m.

ROLL CALL

Members Present: All members present

Members Excused: none

Members Absent: none

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

Committee Secretary

Announcements/Discussion: The Committee was handed an agenda for

Sen.

Rep.

Rep.

Sen.

the weeks to follow January 31st through February 15th.
Chairman Ream opened the agenda for discussion to the
Committee members. Discussion was as follows:

Gage: "I don't think that we are going to do much in the
line of altering these things, and I don't think that there
is one of us on the committee that will bring anything into
this. I think the research will be done by the staff people
and they will update all of the figures without anything
from us. I think we need a one shot meeting, and let us
vote."

Ellison: "The only trouble is that these offices don't
always agree. And differences always turn up. Somebody has
to judge who has the right figures."

Ream: "There is a $26 million difference between the two
and I feel that it is our job to iron our that difference.
We should end up with a figure that will be the final figure
that we use for budget planning for the legislature."

Harp: "Normally in the past few sessions even before we
formed this Committee, the LFA historically has always had a
lower estimate than the Office of Budget and Program
Planning. This is the first time that I ever recall that
the LFA is actually showing a rosier picture as far as a
revenue goes, than the OBPP. As far as having the other
meetings, it does give people insight as to where the money
comes from to fund state government. And when you hear
bills come up on the floor, the information you get from
this Committee is worth while. For the education purpose
alone it has been interesting. And it could be anybodies
guess."
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Rep. Ream: "I assume that the Committee will follow the agenda,
unless anyone disagrees. And we will try to follow the
proposed agenda." (See Exhibit #6)

Mr. Terry Johnson/Governor's Revenue Estimating Advisory Council
(REAC): Presented to the Committee several exhibits and
presented an overall review of the contents of each. (See
Exhibits numbered #1, #3, #4, and #5) Addressing each
category and each figure, noting to the Committee how the
Executive figures are arrived at. He also noted to the
Committee how the Council came to be: the Revenue
Estimating Advisory Council was established in 1986, under
the directive of Governor Ted Schwinden. The purpose was
essentially to develop a forum within which economic
assumptions could be developed, and used in the preparation
of the budget. 1In addition, that same information could be
used in formulating tax policy and preparation of fiscal
notes. The assumptions that are used in the preparation of
fiscal notes are based on the action of the Revenue
Estimating Advisory Council. The Council was made up of
five members. The Office of Budget and Program Planning was
assigned to be the staff to that council. The council
structure was that it held public meetings where individuals
from industries such as o0il and coal came before the Council
and provided testimony on what was foreseen as patterns of
the industries that were represented. Other persons that
participated in the process were the State Economist and
persons from the Bureau of Business and Economic Research
Office. The process that we went through was adopting a set
of preliminary economic assumptions and once those were
adopted a set of revenue forecasts. The Council would meet
again at a later date, and finalize the assumptions. Then,
as staff to the council, it was up to me to generate the
revenue estimates based on those assumptions. ' The revenue
estimates that were derived were used by the Governor in his
preparation for the Executive Budget. Some of the minor
assumptions are not listed, but the key assumptions are
listed. The key thing that you want to keep in mind as you
go through the process, is that if you take a look at
general revenues, approximately 75% of your revenues in the
general fund is made up of about 5 to 6 revenue sources. If
you addressed those sources in terms of economic
assumptions, you will be able to come up with about that 75%
of the general fund revenue. As a general direction of what
the Council saw in terms of economic growth in the state, I
feel that it could be characterized as "slow growth".

Mr. Phil Brooks/ former state economist, Office of Research and
Information Services, Montana University Systems: advised
the Committee that they deal with a broader perspective as
far as the state is concerned. He reviewed the document
that was presented to the Committee (See Exhibit $#2)
dealing with calendar year data, and commented that
sometimes there may be some differences in this figure than
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when dealing with a fiscal year data.

Ms. Judith Curtis-Waldron/Legislative Fiscal Analyst: Reviewed
Exhibits numbered #3, #4, #5 to the Committee.

QUESTIONS FROM THE COMMITTEE:

Sen. Gage asked Ms. Waldron how her figures compare with the LFA
projections made in the 87 to 89 years. Ms. Waldron stated
that it didn't work out well for either one of the offices
last year, and that she still has work to do on the 89
figures.

Sen. Harp commented that he felt that the LFA had underestimated
the revenue in the past. Ms. Waldron agreed that they had
underestimated the gain and the surtax.

Rep. Ream noted to Mr. Johnson that in listening to Ms. Waldron,
it seems your assumptions on personal income growth and
population growth were different. Mr. Johnson noted that
their office (LFA) was looking at a 4 1/2% growth rate.
Noting that inflation rate was about the same range.

Sen. Harp asked Ms. Waldron if she would explain more fully the
differences noted in the daily average balance between the
two offices. Ms. Waldron stated the interest on
investments, the cash that the state has where the trust is
not earmarked, that the cash fits into the treasury cash
account, that it earns interest, which is deposited into the
general fund. Executive assumptions are for each fiscal
year noting that the LFA is higher this year. Sen. Harp
commented that he could not believe that the executive
branch believes that we are going to get away without having
tax based on our budget deficit, are we going to get by
without any tax anticipation notes? Ms. Waldron commented
that the OBPP has a revenue adjustment based on the level of
spending, they would have more...I was just plugging numbers
out of your revenue resolution which is zero. But the LFA
would have higher number than we expected.

Mr. Johnson commented that the forecasts in HJR13 are based on
the current law. In terms of the tax and revenue
anticipation notes, when the Council met in October they
decided that in terms of their projections, to arrive at a
set of revenue forecasts that they did not have any insight
in terms of what the governor was going to propose, in terms
of spending recommendations. When the Council did that,
they assumed that they would have to take the conservative
route and assume that once the governor's budget was
ultimately prepared then we adjusted the revenue estimates
based on an assumption that $30 million in new spending for
the university system, an additional $20 million in
reduction of personal property and $49 million of one-time
money is that all included in the $30 million.
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Harp: So what we are talking about is that we are going to
have to have a hell of a lot more in notes to fund this
biennium. Mr. Johnson commented to Sen. Harp that he agreed
that would be an "accurate assumption." The IRS in terms of
the way they specify the rules is that when the cash is
achieved during the fiscal year, you can borrow or issue
short term notes to make up that cash deficit. And
traditionally March is the month that we actually go into a
deficit situation, so depending on how the outflow of cash
takes place there is a very good chance that the $30 million
is not sufficient.

Driscoll asked Ms. Waldron what is the term of short term
notes. Ms. Waldron replied: interest on investments
typically is just a couple of months. Long term is used for
permanent coal trust. Rep. Driscoll asked how much money
would one percent bring in. Ms. Waldron deferred to Mr.
Johnson: in terms of the treasury cash balance, one percent
equals about $2 million and in the permanent trust account
1% equals about $4 million.

Harp asked Mr. Johnson if the reason why we have gone down
so far in March is due to the School Foundation payments.
Mr. Johnson noted: No. Actually, five payments made
throughout the year are designated for the Foundation
Program, but the March deficit results from the fact that we
have very little revenue coming in that month.

Ream commented to the Committee that from the presentations
that we have heard today, it appears that both, population
and income growth are slow but steady in the next biennium,
Is there consensus from the Committee on that?

Eck commented: are you asking us to be more hopeful?
Ellison noted that it looked as bad as the weather outside.
Ream addressed the Committee stating that the intention
would be to get some agreement on figures to go into House

Joint Resolution 13. Noting that they will take them as
they come up in the agenda.
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ADJOURNMENT

Adjournment At: 6:05 p.m.

Bt Rearn

REP. BOB REAM, Chairman
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DEPARTMENT OF COMMERCE

STAN STEPHENS, GOVERNOR 1424 $TH AVENUER

{406) 444-2494 HELENA, MONTANA $9620-0401

January 1989

The Honorable Stan Stephens, Governor of Montana, and
Members of the 51st Legislature

Attached is the executive summary of the forthcoming Economic
Conditions in Montana, 1988. The summary describes the current
jobs recovery in Montana, discusses the general shift in the type
of employment in the 1980s, and provides a brief description of
the jobs outlook for 1989 and 1980.

The full report presents a more complete overview of the Montana
, economy from a statewide perspective, including a brief economic
history of Montana from 1880 to the present, more details
regarding the growth of various economic sectors in the last 20
years, and information on income, unemployment, and population
not contained in the executive summary. The report also details
economic conditions in each of 12 regions statewide. Each region
is analyzed using data on population, employment, unemployment,
and income. -Many of the tables used in the analysis contain
information specific to the counties that comprise a given
region.

As with two previous reports, the report on economic conditions
in Montana is sponsored by the Governor'’'s Council on Economic
Develcpment, which was created by Executive Order No. 15-83. The
council is staffed by the department’'s Office of Research and
Information Services. Please contact that office at 444-3814 to
obtain the full report.

I believe that the enclosed executive summary and the forthcoming -
full report on economic conditions in Montana will provide

valuable information and insight to both public and private
decisions makers.

Sincerely,
Pl
Andy Pool

Acting Director

AN BOUAL OPPRORTUNITY EMPLOYER"
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ECONOMIC CONDITIONS IN MONTANA, 1988
Executive Summary

The Montana economy, as measured by jobs, currently is
growing, and jobs have been increasing since late 1986. Figure
1 shows that the recovery was weak until the fourth quarter of
1987. Also, the distribution of the economic recovery was uneven
across the state in 1987, with most of the job growth occurring
in the western third of Montana. Preliminary data for 1988
indicate that the recovery was more widespread last year.
Employment and population growth overall in the 1980s, however,
has been erratic, and the growth in employment between 1979
and 1987 was less than the national average. The growth that
occurred was generally characterized by a shift from wage and
salary jobs to self-employment.

Shift in Jobs in the 1980s

Data from the U.S. Bureau of Economic Analysis show that
over the period 1979-87, jobs in Montana increased by about
14,000 overall. There was a net loss of 11,000 wage and salary
jobs, while the number of self-employed increased by roughly
25,000 (all in the non-agricultural sector). This movement
represents a substantial shift from wage and salary jobs to
self-employment. This shifting phenomenon was also experienced
by the neighboring states of Idaho and Wyoming, and to a
lesser extent by North Dakota and South Dakota, but Montana’s
self-employment growth rate was higher than the average for its
contiguous states. There also was shift among sectors in Montana
within the wage and salary category.

The principal industries where self-employment gains
occurred included: assorted consumer services (e.g., recreation,
repair, and health services), 8,000 jobs; various business
services (such as management consultants, building maintenance,
and data processing services), 6,000 jobs; real estate activities
(operators/lessors, agents), 4,000 jobs; and special trade
construction contractors (e.g., plumbing/heating, electrical),
2,000 jobs.

Wage and salary job losses occurred primarily in
construction (principally building canstruction related jobs),
7,000; manufacturing (wood products - 2,600, primary metals
processing - 2,100, food products - 1,400), about 6,000 jobs;
railroads, 4,000; and wholesale trade, 2,500.

On the other hand, wage and salary employment increased in
other segments of the Montana economy, with the largest increase
in private services producing 9,000 jobs over the 1979-87 time
period. Most of this increase was in health services (5,500
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jobs), and in business services (3,000 jobs). Eating and
drinking establishments also saw an increase of approximately
2,000 jobs.

Fluctuations in Job Levels

The decade of the 1980s saw great job level fluctuations.
The Montana economy suffered from the 7-month national recession
of 1980 and from the 1981-82 recession. Both the national and
the Montana economy rebounded in 1983 and 1984. The national
economy slowed in 1985 and 1986, slowing economic growth in
Montana. In addition, Montana’s dependence on natural resource
industries contributed to instability. For example, the 1980s
saw wide swings in oil and gas jobs, including a decline in 1985
and 1986.

The state also had two other factors contributing to
an overall job decline in 1985 and over most of 1986~-the
statewide drought in 1985 and job losses associated with several
manufacturing plant closures in 1985 and 1986. 1In addition,
other manufacturing industries upgraded facilities and production
methods, substituting new machinery for labor.

The Recent Recovery

Various industries in the state started their recovery at
different times, but the average date was the end of 1986 (Figure
1). The private services sector growth preceded the overall
economic recovery (in fact this sector grew throughout the
1980s). Retail trade and federal government jobs also recovered
sooner than the overall economy. Services increased by about
5,000 wage/salary jobs between 1986 and 1988, with the largest
increase in health and related social services. Retail trade
grew by approximately 1,700, with eating and drinking places
showing the most growth. Lastly, federal jobs increased by
about 800, partly related to the fire fighting effort. Table
1 presents information on 1986-1988 wage and salary jobs for
all segments of the Montana economy except agriculture and the
military.

Mining started to recover in the early spring of 1987, with
the metal mining industry increasing by about 1,000 jobs between
1986 and 1988 (Table 1). This increase largely resulted from
the opening of a number of new gold mines, one platinum/palladium
mine, and the reopening of the Butte copper mine. The
manufacturing sector began its recovery in September 1987, as did
construction in a small way.

Jobs in several segments of the Montana economy declined over
the recovery period including wholesale trade, state and local
government, and the communications industry. The latter industry
has been declining since 1981, partly as a result of the AT&T
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break-up. Wholesale trade also has been declining since 1981,
partially related to less oil and gas exploration. In addition,
jobs in state and local government have decreased since 1986.

Distribution of the Recovery Geographically

The growth in jobs between 1986 and 1987 was quite uneven across
the state. Nearly all of the growth occurred in the western
third of the state, namely the Kalispell, Missoula, Helena,
Butte, and Great Falls regions. The most notable exception

to that pattern was Stillwater County, where the opening of a
platinum/palladium mine resulted in a county jobs growth rate of
16 percent.

Based on available county data through June 1988, growth in 1988
appears to be more even geographically. Only the Miles City
region of southeastern Montana showed a decline in jobs.
Employment in Rosebud County (part of the Miles City region),
however, increased between 1987 and 1988 as the result of coal
development.

Jobs Outlook for 1989 and 1990

An analysis of forecasts from the Bureau of Business and
Economic Research in Missoula, the Federal Reserve Bank of
Minneapolis, and the First Interstate Bank suggests continued
growth in nonfarm wage and salary jobs in 1989. The forecasts
range from zero growth to a 1 percent increase. The estimates,
however, may be conservative because the forecasts were made
prior to a very recent upward revision of the historical jobs
estimates.

A jobs forecast for specific sectors is available only from
the Bureau of Business and Economic Research, which projects a
1 percent growth or about 3,000 jobs for 1989. More than half
of the increase is expected in private services, with other
increases seen in forest products and metal mining. No increase
is projected for government.

The forecasted increase for 1990 is similar to 1989, with
projections ranging from zero to an 0.8 percent increase. Again,
most of the increase is projected for private services, with a
small decrease forecasted for forest products.
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A COMPARISON OF GENERAL FUND REVENUE FORECASTS

Over fiscal years 1989 through 1991, the Office of the Legislative Fiscal
Analyst forecasts general fund revenue will total $9.3 million more than the
executive budget in spite of the executive inclusion of $20 million of revenue
enhancement. The majority of the difference occurs in fiscal 1989. Executive
estimates for fiscal 1990 and 1991 are based on an accounting change which only
lists the federal share of medicaid reimbursements to state institutions as general
fund revenue. For comparability, Table 2 in this report makes the same
adjustment for the LFA estimate.

For fiscal 1989,' the LFA anticipates general fund revenue of $389.4 million
which is $12.1 million more than the executive forecast of $377.3 million. Table 1
shows the fiscal 1989 difference by revenue category.

Table 1
Current Law General Fund Revenue Comparison
Fiscal Year 1989

(Thousands)

Category LFA Executive Difference
Individual Income Tax $143,762 $141,114 $ 2,648
Corporation License Tax 29,654 28,694 960
Coal Severance Tax 9,137 8,918 219
Oil Severance Tax : 12,943 13,536 (593)
Interest on Investments 17,315 14,324 2,991
Bond Transfer 39,636 38,444 1,192
Coal Trust Interest Income 39,574 39,002 572
Insurance Tax 21,625 21,371 254
Public Institutions Reimbursement 16,255 16,090 165
Liquor 'Profits 3,524 3,623 (99)
Liquor Excise Tax 5,188 4,998 190
Inheritance Tax 10,514 8,727 1,787
Metal Mines Tax 4,242 3,691 551
Electrical Energy Tax 3,632 3,389 243
Drivers' License Fees 790 804 (14)
Telephone License Fees 3,560 3,656 (96)
Beer License Tax 1,228 1,242 (14)
Natural Gas Severance Tax 1,055 1,143 (88)
Freight Line Tax 1,184 1,181 3
Wine Tax 833 901 - (68)
Other Revenue Sources 23,797 22,509 - 1,288 -

Total $389,448 $377,357 $12,091_

The largest differences are in individual income tax and interest on invest-
ments. Because the forecasting models are dissimilar, it is difficult to isolate the
reasons for the LFA income tax forecast's being $2:6 million, 'or 1.9 percent,
higher. A likely explanation is that the executive assumes growth in per capita
Montana personal income of 2.7 percent in 1988, while the LFA forecast of per

~-38-
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capita non-farm labor income is based on 3.0 percent growth. The LFA forecast
of interest on investments is $3.0 million above the executive, due to both a
larger balance available for investment and a higher interest rate. The larger
balance is primarily the result of higher LFA fiscal 1989 revenue forecasts for the
general fund. While the executive assumes interest earned on the balance will
average 7.50 percent, the LFA uses an average of 8.18 percent. During most of
1988, short-term interest rates have been on an upward trend and were in the
8.0 to 8.5 percent range in December. For fiscal 1989, the total' LFA general
fund revenue forecast is 3.2 percent higher than the executive.

For the 1991 biennium, the LFA forecast is $2.8 million, or 0.4 percent,
. lower than the executive forecast with proposed revenue adjustments. Table 2
which follows shows the 1991 biennium difference by revenue category and fiscal
year. Again, forecasts of interest on investments contribute to the difference.
Due to both larger invested balances and higher interest rates, the LFA
anticipates $3.1 million more in interest on investments than the executive. The
higher balances available for investment are the result of the LFA assumption that
sales of tax and revenue anticipation notes (TRANS) add $51 million and $62
million to average balances in fiscal years 1990 and 1991, respectively. In
contrast, the executive budget includes the sale of $30 million of TRANS each
year. While the executive uses an average interest rate of 7.30 percent for fiscal
1990 and 6.95 percent for fiscal 1991, the LFA anticipates interest rates of 7.95
percent and 7.14 percent in fiscal years 1990 and 1991, respectively. The rates
in our forecast are based on Wharton Econometrics' forecasts of short term
interest rates.

~39-

(



(964¢2) 9L0¢0LL$ 082¢24945 92592 $ 150¢ uomm 929¢565$ (1Lgé9)s S20°64E$ Y59¢2L8$ Teiol

(s£2°D) gg2°1 VAN (819) 819 VAN (519 S19 VN sebueyy I3y30
(988) 988 Y/N (959) Y99 Y/N (2£%) 433 VY/N FUSUWISINQqUTSY PTRITPIY VYE0
(S41421) qlrezt Y/N (622¢9) 622¢9 V/N (996¢%) 99649 V/N FSSIIFUT ISNAJL TeO) FIISATQ
(655¢2) 6HE2 V/N (STY“I) SIH¢T Y/N (956) Hg6 Y/N UOTIII[TOD Xel, Juodur vdueyul
-0- -g=- 1395png SATINDIXT Y3 UT
-0- -0- : pesodoad s3Uau}Snlpy anuaasy
(o2g) $ (926¢L) & (962¢8) ¢ (g22) $ (086°E) $ (£02¢b) $ (L6) $ (966°E) % (260°%) $ 9anpscoad °63DIY °quEsy uy 3bueyy
L9101 $ 80H¢€19L% S29¢9LL$ HI9‘TLS mnuawmmﬁ. 628°L65$ £59¢2 $ £61°925$ 9HLeLLES Te}o3qns
LST°¢L 618¢9H 9L6%LY 969 £22¢82 8IH¢H2 299 9602 899¢¢€2 S32an0g INUBIAIY ISYFQ
(St1) £02¢T 889l (19) 958 Y64 (vL) 898 Y64 XeJ], autp
££€ 26242 0£9¢2 291 08I°¢1 P4 A § 1Lt VA 882¢1 xel sut7 FySyaay
LE1 $£0¢2 12142 oot 920¢Y SEI¢1L VA3 666 920¢1 Xel, adueJaAas se9 TeanyeN
(95) $05¢2 899¢2 (02) 0921 0v2¢1 (91} HH2¢1 822¢1t Xel 9suady] asag
(692) 26L¢L £29¢2 (891} 126 £08°¢ (1on) 128¢¢ 024¢¢€ 533974 9susDY] auoydsral
(£2) £09°¢1 085t (22) 218 06L (1) 164 064 S804 9sUIIT] ,Sa0ATI(Q
(949) 910¢2 29Hc9 (20%) 829¢¢ 122¢¢ (292) 88H¢S 122¢¢ xe] ASaauy 1eITIFII[I
662 - . : oYL 6508 g0l 965 £02¢% 161 SHLY 9EE‘H Xel SSuty Te3ysy
T & 990¢81 0£S¢61L 628 1916 0866 S99 S06¢8 099°¢6 Xe], sduejxrIayuy m
629°¢1 £60¢6 229¢a1 896 20h¢y 0L£°¢S 199 169y 2929 xey, a5yaxg Ionbyy 4.
MNQquw ££8¢S 99942 292°¢1 o892 296¢s 199 €91 HlLsE S3YJoxd JonbyT
q2£°T ge9¢2¢ £98¢¢S 628 25€¢91 19121 96H 902¢91 20491 $9aNPIDOId ° H300Y FUSIIND YFTM
‘ . , 3USWASANQWYSY SUOFINFTISUT OFIqNd
(62442) 2484SH £HIcEY (299¢1) 989¢¢€2 £20¢22 (490°1) 48122 [1r3 48 ¢4 Xe], aoueansuy
96H¢E ' £2HsdL 61694 0612 . ('] ¢4 ¥R 004°6% 90%°¢1 €169 612448 SWODUY 3FISIISFUT FSN3IL 0]
YEL¢S LEL9L 1L4v¢6L ££0¢2 L6488 oI0¢1b 10 09L¢LS 19v¢8e Jd9zsuea] puocqg
HlI¢E . LLY4eE 165¢ 9% 108 L9591 891¢LT glg2 orrest £2H¢61 SNVYL Y3TH SJUSWISIAUY UO FS8aIFUT
(821¢2) SL2¢82 491492 (695) 9581 L9v¢el (6SL°1) 65H¢HI 089421 'Xe], soueIsass TYO
a2y L2 2B ¢ 2l6¢sl ShE 6H2¢9 H65¢9 £8 9g2¢2 1%¢L Xel sdueasaag 1eo]
29¢¢2 998¢.9 222¢09 2951 010462 2950 S08 . em 998482 09962 Xel asuasy ucyjesodao)
(041) $ LH2°L92% 22044892% H25¢2 $ L2048H1$ [0b€051$ AwaéuN-O 0LI¢6ELS 929¢9¢1S XeJl, Jwoduy Tenpratpul
90USISIITQ oATINOSX] v SouUaIaJ3ITd SATINOSXT va1 souaxazITd SAT3ROaXT Vil Xaobezey
- = = =« = UNTUUITYG (66 ~ = = =~ = - = = = =~ [66[ TIBOST] - = = = = = - = = = = = 066 TEISTL = =« =~ = =~ =

( spuesnoyl,)
1661 pPUe 0661 SIeadX TedsTd
uosyaeduo) oSnuaasay puni TeISUIy

2 S1qelL

g a8eq
NOSTUVJINOD INNTATY ANNd Aﬁ‘v.qzmnuu




GENERAL FUND REVENUE COMPARISON
Page 4

: The executive current law forecast of coal trust interest to the general fund
is $3.5 million less than the LFA forecast for the 1991 bfennium. These differ-
ences are explained by higher coal tax estimates and interest projections in the
LFA forecast. For fiscal 1990, the LFA estimate of the coal tax deposit to the
permanent trust is $26.7 million, or $0.3 million greater than the executive esti-
mate of $26.4 million. For fiscal 1991, the LFA estimate of the coal tax depos1t is
$24.1 million, or $1.3 million higher than the executive estimate.

Interest rate projections applied by the executive and LFA on fiscal 1990 and
1991 deposits to the trust fund are shown in Table 3.

Table 3
Comparison of LFA and Executive Interest Rate Projections
1991 Biennium

Fiscal Fiscal
1990 1991
Long-term Interest Rate ' L
LFA , 11.46% . 10.43%
Executive 8.88 _ 8.75
Difference 2.58% . 1.68%
.‘Short—term Investment Pool Rate
LFA 7.95% C7.10%
Executive 7.30 ' 6.95
Difference _0,65% _0.15%

= ———t—1— —_————=

The LFA interest rate projections are consistently higher than the executive
projections. The effect of these higher interest rate projections is compounded
over time, so that the difference between the executive and LFA forecasts of coal
trust interest to the general fund grows from $1.3 million in fiscal 1990 to $2.2
million in fiscal 1991.

In making the forecast of public institutions reimbursement, the LFA current
level forecast assumes continuation of the current practice in budgeting for
medicaid. Specifically, the state's general fund match to federal medicaid pay-
ments is included in the Department of Social and Rehabilitation Service's budget
and is received, with the federal portion, as revenue by eligible state institu-
tions. Following this procedure results in approximately $17 million of total
reimbursement annually. Eighty-seven percent of this total is medicaid. In the
executive budget, the state's generali fund match is assumed to be supplied by
the individual institutions through documenting sufficient general fund expendi-
tures on caring for medicaid residents. If institutions were to follow this proce-
dure, both general fund revenue and expenditures would be reduced by similar
amounts, approximately $8 million over,the 1991 biennium.

The executive budget contains séveral proposed adjustments which increase

its revenue forecast over current law. Included in these is the proposal to
appropriate all coal trust interest to the general fund in the 1991 biennium with

-41-
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GENERAL FUND REVENUE COMPARISON
Page 5

the exception of the approximately $100,000 per year needed for the loan loss
reserve in the Montana in-state investment fund. The executive budget estimates
that this proposal will increase general fund revenue by $5,946,000 in fiscal 1990
and $6,229,000 in fiscal 1991. Also included .in the executive budget is a
proposal to enhance collection efforts in the Department of Revenue which is
expected to produce $2.3 million of additional revenue over the 1991 biennium,
while several other smaller changes are anticipated to generate $2.1 million of
revenue above its current law forecast.
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JOINT REVENUE ESTIMATING SUBCOMMITTEE

»* * * * * * * * * x * * * * * %* * * *

Senator Bob Brown Representative Bob Ream, Chairman

Senator Dorothy Eck . Representative Jerry Driscoll

Senator Delwyn Gage Representative Orval Ellison

Senator John Harp Representative Leo Giacometto

Senator Bili Norman Representative John Patterson

Senator Mike Walker Representative Ted Schye
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Tentative Meeting Schedule and Agenda items
(All Meetings in Room 437 -- House Taxation)

Tuesday, January 31, 1989: 5 p.m.
Overview of the State’s Economy

- -- Member, Governor's Revenue Estimating Advisory Council
Phil Brooks -- Director of Institutional Research, Montana University System
Judith Curtis-Waldron and Madalyn Quinlan -- Legislative Fiscal Analyst
gay Shackleford -- Office of Budget and Program Planning

thers
Tervy, Jonw son — Ofc of Buduk & Progiem  Plamnins.

DiscussSion by the Subcommittee on the Direction of the State’'s ETonomy
Wedn Febr 1.1

Economic Assumptions
Total Population
Population 16 years of a?e and younger

Population 18-24 years of age
Inflation Measures

oow>

1. CPl -- Anticipated Changes

Interest Rates and Effects

A. Interest Rates
1. Short-term
2. Long-term
3. Prime

B. Effects

1. TRANS lIssue
2. Bond Calls
3. Investable Balance(s)



| 9 Q)“&
Th F 1 : .
r r O y@& ’

Individual Income Statistics

S
A. Montana Persona}-Thcome 1% \Qk
B. Montana Non-Earm Employment

C. Income Tax_Audits

D. Federal Tax Reform

Corporate Income Statistics

A. ontana Corporate Taxable Income
B. - Corporation Tax Audits
C. Federal Tax Reform

T 7.1

Statistics Re Minerals

Qil Price

Oil Production

Natural Gas Price
Natural Gas Production
Coal Price

Coal Production

Metals and Other Mining

EMMOO®m>

Wednesday, February 8, 1989: 5 p.m.
Recapitulation of Prior Assumptions & Summary of Revenue Estimates
A. Office of the Legislative Fiscal Analyst

B. Office of Budget and Program Planning
C. Others

Thur F' 1

Foundation Program Estimates

A. State Sources

B. County Sources

C. District Sources
T 14, 1

Miscellaneous Revenues

Recapitulation of All Assumptions and Summary of General Fund Revenues
and Foundation Program Revenues





