
MINUTES 

MONTANA SENATE 
52nd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Senator Mike Halligan, Chairman, on March 15, 
1991, at 8:00 a.m. 

ROLL CALL 

Members Present: 
Mike Halligan, Chairman (D) 
Dorothy Eck, Vice Chairman (D) 
Robert Brown (R) 
Steve Doherty (D) 
Delwyn Gage (R) 
John Harp (R) 
Francis Koehnke (D) 
Gene Thayer (R) 
Bill Yellowtail (D) 

Members Excused: 
Thomas Towe (D) 
Fred Van Valkenburg (D) 

Staff Present: Jeff Martin (Legislative Council). 

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

Announcements/Discussion: None 

HEARING ON SENATE BILL 411 

Presentation and Opening Statement by Sponsor: 

Senator Fritz, District 28, sponsor, said the bill expands 
slightly the permissible activities that the Montana Historical 
Society can undertake in the name of promoting tourism and travel 
in Montana. It applies to 1% of the bed tax that has been 
earmarked since its inception to the Historical Society for the 
installation and maintenance of roadside historical signs and 
historic sights. The bill adds "for the administration, 
maintenance, and enhancement of public enjoyment" to the historic 
sites provision of the bill. 
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Larry Sommer, Director, Montana Historical Society, 
presented his testimony in support of the bill (Exhibit #1). 

Gloria Hermanson, Montana Cultural 
support for the bill saying the capitol 
important part of tourism in the state. 
to support the bill. 

Advocacy, expressed 
tours are a very 
She urged the committee 

Jennifer Jeffries Thompson, Curator of Education, Montana 
Historical Society, presented her testimony in support of the 
bill (Exhibit #2). 

Ron Sunsted, Director, Office of Budget and Program 
Planning, said the Governor's office feels this is an important 
program, and they recommend that if this legislation does not 
pass, it should be funded from the general fund. 

Opponents' Testimony: 

Keith Co1bo, representing the Tourism Coalition, an 
organization of 20 private sector organizations and groups that 
promote tourism, presented his testimony in support of the bill 
(Exhibit #3). 

Larry McRae, Chairman, Tourism Advisory Council, presented 
his testimony in support of the bill (Exhibit #4). 

Stuart Doggett, Montana Innkeepers, expressed concern about 
another attack on the integrity of the bed tax. 

Forrest Boles, Montana Chamber of Commerce, said he agreed 
with the previous testimony and expressed opposition to any 
diversion of bed tax revenue. The innkeepers of the state agreed 
to the tax to promote tourism and the money should be used for 
that exclusively. 

Questions From Committee Members: 

Senator Yellowtail asked for an up-date on the status of 
roadside markers and signs. 

Brian Cockhill, Montana Historical Society, said the program 
got off to very slow start with no bidder on the contract. They 
put out 70 signs in 1990 and will put out another 70 this year 
with a potential market of 6000 to 7000 signs. They do not have 
an overabundance of customers at this point and are not turning 
anyone away. There is an information campaign ongoing about the 
availability of the signs for those people who are interested. 
Mr. Cockhil1 said the budget $52,000 per year, the capitol tours 
are using $18,000 - $24,000, leaving $26,000 for roadside signs. 
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In 1992, $10,000 per year will have to be spent on Native 
American markers, leaving a balance of $16,000 for roadside 
signs. 

Senator Yellowtail said he felt the priorities were 
backward. Roadside historical markers should come first. 
Capitol tours are important and should be funded, but not on a 
first priority basis. 

Closing by Sponsor: 

Senator Fritz said it would be a "capitol" idea if the 
Appropriations Committee would give $25,000 a year to the tours. 
He suggested the Montana Chamber of Commerce or Innkeepers 
Association might also be interested in funding the tours. He 
said this bill is not an assault or diversion of bed tax monies. 
Historic sites are already part of the bed tax revenue 
allocations. This is merely an expansion of the historical site 
provision to give the historical society the permissive use for 
capitol tours. 

BEARING ON SENATE BILL 396 

Presentation and Opening Statement by Sponsor: 

Senator Eck, District 40, sponsor, said the bill imposes a 
5% tax on the rental of a videotape to be deposited to the 
Children's Trust Fund Account and provides for penalties. 
She presented proposed amendments to the bill (Exhibit #5) which 
would allow for donations to be deposited to the trust and the 
program to be funded from the interest. There is a question of 
constitutionality and the bill may have to be broadened to be 
more inclusive in order to avoid the constitutionality issue. 
Senator Eck presented material from the Montana Children's Trust 
Fund (Exhibits Sa, b, and c). 

Proponents' Testimony: 

Mike Males, President, Montana Children's Trust Fund, 
presented his testimony in support of the bill (Exhibits #5a, 5b, 
and 5c). 

Gaylord Walls, Immediate Past President, Children's Trust 
Fund, said he knows the opponents are not here to oppose the 
Trust Fund and its funding of child abuse prevention. They are 
just against the tax and the Board appreciates their position. 
He said they receive over 50 proposals a year and are only able 
to fund half of them and then never to their full requested 
amount. He said it was like fighting Goliath and only kicking 
sand in his face. Mr. Walls pointed out prevention is cheaper 
than treatment and there is a big job to be done. 
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Lenore F. Taliaferro, First Steps Coordinator, Helena 
Council for Prevention of Child Abuse, presented her testimony in 
support of the bill (Exhibit #6). 

Collette Baumgartner, Legislative Aide for the Democratic 
Women's Caucus of both the House and Senate Women, expressed 
support for the bill. 

Opponents' Testimony: 

Dennis Burr, Montana Taxpayers Association, said there is 
certainly a justifiable need for the tax and the resultant 
funding. He emphasized he was not trying to discourage the 
proponents in their cause, however, this is not the right funding 
source. There is no real connection between and activity and the 
funding source as is the case with other earmarked funds in 
Montana. 

Mr. Burr presented a statement from Kay Foster, Billings 
Chamber of Commerce, in opposition to the bill (Exhibit #7). 

Charles Brooks, Montana Retail Association, said he and the 
Association he represents recognize the noble purpose and the 
intent to address a real problem area. His members have asked 
him to oppose the bill on the grounds that the legislature must 
come to grips with a total tax reform program and the appropriate 
selective tax should be applied as a result. 

Reilly Johnson, National Federation of Independent Business, 
said his organization is "dead set against a selective sales 
tax". He acknowledged the cause is right and good, but the tax 
is not. 

Bill Stevens, Montana Food Distributors Association, 
presented his testimony in opposition to the bill (Exhibit #8). 

Dave Wadsworth, Montana Chapter of Video Software Dealers 
Association, presented his testimony and attached petitions to 
the committee (Exhibits #9). 

Jerry Skillman, Center Stage Video, Helena, presented his 
testimony in opposition to the bill (Exhibit #10). 

. David Richards, Showcase Video, Missoula, presented his 
testimony in opposition to the bill (Exhibit #11). 

Tim Dale, Hollywood Video, East Helena, expressed his 
agreement with the previous testimony and asked the committee to 
give the bill a negative recommendation. 

Other letters and petitions presented to the committee 
following the meeting are attached to these minutes as Exhibits 
#12, 13, 14, and 15. 
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Senator Doherty asked the video people if they would support 
the committee action if the committee were to vote down the 
selective sales tax and raise taxes to support this program. 

Mr. Richards said they would be in favor of a tax increase 
if the legislature cut expenditures in other areas. 

Senator Brown asked if the video gambling business has had 
any affect on the video rental business. 

Mr. Richards said he did not think it was a factor. 

Closing by Sponsor: 

Senator Eck closed by saying it was a good and fair hearing. 
She said there is one advantage to singling out a specific 
industry - they do get involved in the legislative process. She 
said the bill is an effort to get some earmarked funding for a 
very important cause. The Board is working with voluntary 
organizations and try to dispense the limited funds they have in 
an equitable manner. It is difficult to have a significant 
impact on the large problem of child abuse and neglect when 
limited funds must be even further divided. She noted the First 
Steps Program in Helena is an excellent example of prevention and 
if it were replicated across the state, many cases of abuse and 
neglect could be prevented. She reminded the committee that the 
legislative council and budget representatives felt the tax needs 
to be broadened to avoid a constitutionality challenge. She 
again thanked both the proponents and opponents for a good 
hearing. 

ADJOURNMENT 

Adjournment At: 10:00 a.m. 

MH/jdr 
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SB 411 

The Society is asking for consideration of SB 411 to correct a 

technical problem that we can otherwise do little about. 

Prior to 1987 the Society operated Capitol tours with general fund 

support at the direction of the Governor's office. As a result of 

general fund budget cuts made in 1987, the Capitol tours program 

was eliminated. Subsequently, the Governor's office directed the 

Society to continue operating these tours using part of our 

"accommodations tax" allocation. This funding was accepted by the 

Legislature in 1989, and many legislators have since expressed 

their interest and concern that these tours continue. 

Earlier this year the Legislative Auditor determined that funding 

the Capitol tours program with accommodations tax money was not 

within the scope and intent of the statute. As a result of this 

finding the Society received an audit exception and a 

recommendation from the Legislative Auditor to amend the language 

in the statute to permit the Society to continue the Capitol tours 

program. 

This is why we are here today. The Capitol tours program has been 

a very popular and suocessful service for tourists from throughout 

the United States, Canada and many foreign countries. We believe 

this activity is fully within the intent of the accommodations tax 

statute to promote and develop Montana's tourism industry. 

Thank you for considering this amendment that would allow this 

very popular program to continue. 
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SEM~lt TAXA11~N 

March 14, 1991 
E;~iXH'BnJHo,)1 = • =--
DAIflU3!/S /11 ; ; 

TESTIMONY 
_.~'~58 ell),,->' . 

SENATE BILL 411 

CONTACT: LARRY McRAE~ CHAIRMAN .. TOURISM ADVISORY COUNCIL 

755-6100 

I am the chairman of the Tourism Advisory Council, which oversees the 
states trayel promotion efforts, as well as the budgets and marketing 
efforts of the six tourism regions and eight convention Yisitors bureaus. 
We also direct the university system regarding Montano travel research 
and approve 011 programs prior to their being undertaken. I wish to testify 
against Senate Bil1 411. 

The Montano Historical Society has received 11 of the accomodations tax 
collected tn Montano since the tax was initiated on July " 1987. The 
funds were earmarked by legislation for the purpose of installation or 
maintenance of roadside historical signs. In 1989, the 51 st. Legislature 

. further mandated that signs were to be erected and maintained for Native 
Americon htghwoy morkers in addition to the societies responsiblities for 
historical signs. 

In the fiscal years 1987/88 the historical society received $33,471 from 
bed tax collections, in 88/89 they receiYed $50,032 and in 89/90 they 
receiYed $55,044, 0 totol of $138,547. It is anticipoted thot they will 
receive obout $58,000 in FY90/91. 

The Tourism Advisory CouncH reol1zes the importance of the historical 
ond culturol heritoge of our state, and invited Mr. Sommer to our lost 
meeting to inform us of the progress of the signoge progrom. We were 
quite surprised to heor thot only $19,000 hod been spent on signs this 
fiscol year, ond even more surprised to hear thot another $19,000 had been 
spent on the Capitol Tour progrom. We do not know where the other 
$20,000 is being used. We loter learned of the intent to droft legislot10n 
to Hberol1ze the use of the bed tax funds. 

While Copilol tours are of importance, the resu1ting economic benef1ts are 
derived by only one community. On the other hand, if the tox funds were 
used for which they were intended, ie. historical and Native American 
markers and signs, the entire stote benefits. Resident and non-resident 
visitors alike would be informed about the heritage and history of each 
region of our state, encouro in Ion er visits tooreos of im ortance. 



Page Two 
5B411 

MCA 15-65-122, paragraph 3 states that a maximum of 201 of the funds 
received by regional and convention/visitors bureaus non profit 
orgonizations can be used for administrative purposes. Yhis was mandated 
by the 50th Legislature to assure that needless administrative expenses 
were not incurred. The TAC has been very careful to fol1ow that guideline 
in the past four years. We have turned down many requests for funding of 
local attractions. Tour guides would be considered administrative 
expenses under our interpretation of the law. 

We believe that funding for Capitol Tours is in violation of MCA 
15-65-121, which states that funding is to be used for the installation 
and majntenance of historical signs. 

This bill would allow a quick fix to a budgeting problem. The Council feels 
it is extremely important to use the funds for which they were originally 
intended, historical and Native American signs and markers. We urge you 
to give this bill a do not pass reccomendation. 



PROPOSED AMENDMENTS TO SB 396 (SEN. ECK) 
To: Senate Taxation Committee 
By: Children's Trust FWld board of directors 

SENATE TAXATION 
.r.::::-

Page 1, line 6: after "TAX", add: "ESTABLISHING A NON EXPENDABLE CHILDREN"S TRUST 
FUND MANAGED BY THE BOARD OF INVESTMENTS; PROVIDING FOR APPROPRIATION OF THE 
INTEREST AND INCOI-1E FR0l1 THE CHILDREN"S TRUST FUND TO THE STATE CHILD ABUSE 
PREVENTION PROGRAM;" 

Page 1, line 8: after "FUND," delete "ACCOUNT" 

Page 1, line 8: 
1-201;" 

after I' ... , , add: "AMENDING SECTIONS 15-30-155, 15-30-157. AND 25-

Page 3, line 6: after "flU1d", delete "accOlU1t" 

Page 3, line 18: delete "account" 
after "established in", add: "[section 8)" 

Page 5, after line 25: add: 
"NEW SEC,1'lON. Section 8. Children's trust fund. (1) 111ere is a children's 

trust fund in the nonexpendable trust fWld type to be managed as provided in [this 
section] . 

( 2) Mter deduction of reasonable expenses by the department of revenue to 
administer [this act], 15-30-155, 15-30-156, AND 15-30-157, the following money 
shall be deposited in the children's trust flU1d: 

(a) videotape rental tax r'eceipts as provided in [section 4]; 
(b) income tax contributions as provided in 15-30-155, 15-30-156, and 15-30-

157; 
(e) dissolution of marriage fees as provided in 25-1-201(4); 
(d) money appropriated under [subsection 4] to the children's trust fund 

.8ccount provided in 41-3-702 which remajns unallocated and unexpended as of the 
final day of each odd-numbered fiscal year; and 

(e) other monies specifically appropriated, granted, donated, or otherwise 
provided for deposit in the children's trust fund. 

(3) The children's trust flU1d shall be managed by the board of investments for 
the benefit of the child abuse and neglect prevention program provided in 41-3-
702. 

(4) The interest and income from the children's trust f\.U1d is available for 
appropriation to the children's trust fund accowlt established in 41-3-702 for use 
only as provided in title 41, chapter 7. Not more than 15 percent of the money 
appropriated to the children's trust fund accO\Ult may be used for administration 
by the children' 6 truat fund board and the department of family sehdces under 
2-15-121 nod 41-3-704. 

Section 9. Section 15-30-155 is amended to read: 
"15-30-155 ... 
(3) Money received lU1der this section must be deposited in the children"s 

tr'ust fund tteeetlftt-ereated-tmder 41 3-1B~ established in [section 8)-e:fte~he 

", ....... 
/ 



depal'tment-eHeYenue-ha-s-dedtle-ted the-amcHnt neeeeea~he--d~rtment--te 
adm±ni-eter-th-i~eeti-on ... 

Section 10. Section 15-30-157 is amended to read: 
"15-30-157. Deposit of deductible contributions. (1) All money received 

under 15-30-156 must be deposited in the children's trust fund accomlt established 
in 4i-6-1e2 [section 8]. 

(2) The department of revenue shall immediately forward for deposit in the 
children's trust fund account all checks and other orders of payment made as 
contributions under 15-30-156 ..... 

Section 11. Section 25-1-201 is amended to read: 
"25-1-201. .. 
(4) Of the fee for filing for dissolution of marriage or legal separation, $40 

must be deposited in the state general fuud, $35 must be remitted to the state to 
be deposited as provided in 19-5-404, $5 must be deposited in the children's trust 
fund account established by-4i-8-90£ in [section 8"), and ..... 

(remunber subsequent sections) 

Page 6, line 5: after "Effective", delete "date", add "dates -- expiration 
date --" 

Page 6, line 6: after "applicability.", add "(1)" 

Page 6, line 6: after "[", delete "This act", add "Sections 1 through 7, 
section 12, and section 13" 

Page 6, line 6: after"]", de lete "is", add .. are" 

Page 6, line 7: after "and", delete "applies", add "apply" 

Page 6, line 9: after "agent.", add "(2) [Subsections 8(1), 8(2)(a), 8(2)(e), 
8(3), and 8(4)] are effective on passage ruld approval. 

(3) [Subsections 8(2)(b), 8(2)(c), and 8(2)(d), and sections 9, 10, and 11] 
are effective July 1, 1992. 

(4) [Sections 1 through 7, section 12, section 13, and subsection 8(2)(a)] 
expire July 1, 1995." 
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TO: 
FROM: 

RE: 

Senate Taxation Committee 
Montana Children's Trust Fund 
Board of directors 
Testimony in support of SB 396 

15 March 1991 

Senate Bill 396 proposes a 5% tax on video rentals to provide 
approximately $700,000 per year to prevent child abuse and 
neglect. The Children's Trust Fund board of directors -­
consisting of seven members from all regions of the state, 
appointed by the governor -- supports SB 396 and asks your 
approval of amendments we believe make the bill more far­
reaching in effect and less of a t~xation impact on businesses .. 

Proposed amendments. As written, SB 396 would increase the CTF 
budget 14-fold in one year, from OtW current $50,000 now 
provided by the income t~x check-off, divorce fees, and small 
grants and donations. The CTF board believes the best use of 
money raised by SB 396 is to establish what 1985 legislative 
creators intended -- a permanent, non-expendable "children's 
trust fund" -- while limiting the video rental tax to four 
years. This would provide a stable, long-term, gradually 
increasing income earned by management of the fund by the Board 
of Investments. 

The amendments we propose would deposit all video tax rental 
receipts from SB 396, and all divorce and income tax checkoff 
receipts after JWle 1992, into a nonexpendable trust fund. Our 
revised fiscal note is attached showing the results of this 
trust fund pro],."'>Osal. By July 1995, the trust fund would 
accumulate to approximately $2.6 million, which the Board of 
Investments estimates would yield 9-11% in stable, long-term 
annual income. At this point, the video tax would expire and 
the trust ftmd would be "capped" for all but continued deposits 
of income tax checkoff, divorce fee, and other specified 
receipts. The remainder of our testimony assumes these 
amendments prove are adopted into SB 396. 

The need for SB 396. Child abuse and neglect prevention is one 
of the most drastically underftmded priorities in Montana today. 
Substantiated cases of child abuse and neglect have risen 33% in 
five years, from 3,734 in 1986 to 4,972 in 1990. Montana's rate 
of child abuse and neglect (1 in every 18 children reported 
annually) is 40% above the national average (1 in 26). One in 
every seven homicides, one in every four injurious assaults, and 
40% of all sexual offenses committed in 1:1ontana are against 
children. The more than 4,000 confhmed child abuse and neglect 
victims in Montana -- and the unknown additional number not 
reported -- every year represent the population at risk to 
become the violent, suicidal, alcoholic and drug-addicted, 
delinquent, ruld otherwise troubled adolescents and adults of the 
near future. , ' T P Ch'ld Ab Working ogether to revent I use 



Montana spends more than $20 million annually on P5ychiatric and foster 
care services for abused and neglected children. TIlis does not include 
inve5tigation. nor other aocial costs of abuse such as delinquency. 
incarceration. early pregnancy, and hospitalization -- or the abused 
becoming future abusers. At a minimum, the state spends $5,000 every year 
for each confirmed child abuse/neglect victim. In contrast, the CTF ha5 
only $50,000 to grant every year to local programs and agencies developing 
promising methods of identifying high-risk families and preventing child 
abuse/neglect before it occurs. Research findings showing successful 
approaches to prevent child abuse/neglect are listed in the ~larch 1990, 
"Planning for Strength in Montana Families" report by the Montana Child 
Abuse Prevention Planning Project. These approaches require intensive 
intervention, and they require stable funding. 

We believe that despite lack of money, a number of wortht-lile programs have 
benefitted from the $250,000 cumulative grants since 1985. But current CTF 
funding is not only far ahort of the resources effective prevention 
requires, it suffers from woefully inefficient economy of scale. At 
present, state agenciea spend some $17,000 to collect revenues and 
administer the $50,000 Children's Trust Fund, an amount equal to one-third 
of the funds ultimately granted. TIle CI'F board and the Department of 
Family Services alone now incur administrative coats equal to 25% of the 
money granted. Currently, DFS absorbs its ahare of the coat, and expenses 
for seven volunteer board members from widely-dispersed areas of the state 
($350 each per year) are minimal. These expenses are already fixed at a 
low level and cannot be cut. 

Nor can current funding be increased. The erF board spent a gr'eat deal of 
effort in 1990 attempting to increase income tax check-off revenues with 
little result. Our current 2,500 donors (the largest of any tax check-off) 
are apparently all who are willing to give voluntarily. We can't very well 
promote more divorces as a means of raising fee revenue. Obtaining grant 
money requirea time and effort beyond the capacity of the current board 
members, each of whom already donate 10-12 working days per year to 
administer the fund. We are increasingly frustrated with this situation, 
as are many of our 20 grantees per year who must spend a great deal of time 
preparing and reporting on grant applications to receive the paltry amount 
we are able to provide. At present, even after narrowing our application 
process considerably, we receive application for three times mot'e fuuding 
than we can provide. It is time to decide whether l10ntana will invest in 
an effective child abuse prevention policy -- and whether, in fact, we can 
afford not to. 

5B 396 would, over a five-year period, increase child abuse/neglect grant 
ftmding money available from approximately $46,000 to $236,000 ~~r year. 
Oue to efficiencies of Bcale, administrative costs would drop from 25% of 
the fund to 10%. Both board and staff would be able to re-direct our 
attention away from time-consuming ftmdraising efforts and toward better 
gr~lt evaluation and service. A stable flow of income provided by a 
~ermanent trust fund would stabilize our grantees' finances as well. TIle 
amendments propose to delete all CTF costs now provided by the general 
fund, around $14,500 per year, and make the fund completely self-sufficient 
with a part-time administrator/clerical staff funded by CTF revenues rather 
than a donated cost item by DFS. 

SB 396 would also subject the CTF board to greater legislative scrutiny. 
The income and interest from the trust fund would be available for 
legislative appropl'iation, and the amowlt appropriated would have to be 



justified by the CTF board to the legislature bie.nnually. as would staff 
and administrative expense. SB 396 would limit administrative coats to 15% 
of the amount appropriated. Money appropriated but not allocated or spent 
at the end of each odd-numbered fiscal year would revert to the 
nonexpendable tt'ust fund. 111e fund itself would be managed by the Board of 
Investments for income, as are other' s"tate funds. 

lbe video rental tax. The 5% t~~ on video rental fees proposed by SB 396 
is. as opponents justifiably will contend, a ta."{ whose source has no 
relation to the problem being addressed. Videos do not cause child abuse. 
SB 396 proposes a selective, temporary t~{ on a non-essential service to 
fund a critical. underfunded state need. 

Ideally, taxes should flow from those whose behavior causes the problem. 
In practice, this is rarely the case. People who drink beer and wine are 
taxed to fund general government and reduce the national debt, even though 
tlley did not aingly cause such deficits. Montana amokers are not solely 
responsible for the need for state buildings they finance at $12 million . 
per year. Montana non-smokers contribute at least $40 million annually for 
publicly-funded Medicaid payments for tobacco-related diaease 
hospitalizations they did not cause. State lottery players do not, by 
themselves, create the need Bchool equalization BO funded. The state 
general fund reaps revenues from dozens of selective ta.~s on every 
commodity from electricity to public contractors. In 1989, the Legislature 
increased the cigarette tax temporarily to provide $2.8 million to build a 
new veterans' home. SB 396 asks a similar temporary tax for children. 

Videos remain an unta.'{ed luxury item rented by a large majority of 
Montana's families in a given year. so the ta;o{ is more general, and thus 
more f~ir, than the selective ta.x levied on (say) trami~ay customers. It is 
further a better alternative than t~'I{ing essential items via increased 
income or property ta."{es or requesting general fund revenues. The tax. we 
propose is temporary in its bite and permanent in its benefit. We are not 
aware of any fairer, better revenue alternative than SB 396 to propose to 
you. 

SB 396 provides Montana's first opportwlity for a serious effort at 
prevention of child abuse and neglect on a permanent basis and, 
secondarily, efficient use of staff, board, and grantee time. We have 
tried to build in accoWltabllity commensurate with the funding request. 
The Cl'F board would appreciate your favorable action on 5B 396, your 
suggestions for amendment to correct any problems, and your suggestions for 
further amendment to correct any ot.her problems. Thank you. 



PROFOSED Al1EtlCUENTS TO £8 396 (SEN. ECK) 
To: Senate T~~tion Committee 
Ey: Children's Trust FWld board of directors 

15 l1arch 1991 

Page 1. line 6: after "Tt<..x". add: "ESTABLISHIUG A UONEXPENDABLE CHILDREWS TRUST 
'FUIID l1JUlAGED 8Y THE BOARD OF mVES111EtlTS; PROVIDING FOR APPROPRIATION OF THE 

INTEREST AND INCOtlE FROl1 THE CHILDREN'S TRUST FUND TO THE STATE CHILD ABUSE 
PREVENTION PROGRA11;" 

Page 1, line 8: 

Page 1, line 8: 
1-201;" 

after "FUND," delete "ACCOUNT" 

after f, .... , , add: "f>11ENDING SECTIONS 15-30-155, 15-30-157, AND 25-

Page 3, line 6: after "flUld", delete "accowlt" 

Page 3, line 18: delete "account" 
after "established in", add: "[section 8)" 

Page 5, after line 25: add: 
"tl..E.tL.S.cCTIQ!L Sect ion 8. Children' 09 trust fund. (1) There is a children's 

trust fund in the nonexpendable trust fWld type to be managed as provided in [this 
section]. 

(2) After deduction of reaBonable expenses by the department of revenue to 
administer [thia act]. 15-30-155. 15-30-156, lU{D 15-30-157, the following money 
shall be deposited in the children's trust fWld: 

(a) videotape rental tax r'eceipts 809 provided in [section 4]; 
(b) income tax contributiolls as provided in 15-30-155, 15-30-156, and 15-30-

157; 
(c) dis~olution of marriage fees as provided in 25-1-201(4); 
(d) money appropriated under [subsection 4] to the children's trust fund 

account provided in 41-3-702 which remains unallocated and unexpended as of the 
final day of each odd-numbered fiscal year; and 

(e) other monies specifically appropriated, granted, donated, or otherwise 
provided for deposit in the children's trust fund. 

(3) The children's trust fund shall be managed by the board of investments for 
the benefit of the child ebu~e and neglect prevention program provided L'1 41-3-
702. 

(4) The interest and income frem the children"B trust fund is available for 
appropriation·to the children"s trust fund account established in 41-3-702 for use 
only as provided in title 41, chapter 7. tlot more than 15 percent of the monty 
ar:'proJ;'riattd to the children's trust fund accO\Ult m~y be used for administration 
by the children'a trutlt fund board and the department of family services Ullder 
2-15-121 find 41-3-704. 

Section 9. Section 15-30-155 is ~e~ded to read: 
"15-30-155 ... 
(3) t!oney received lUlder this section must be deposited in the children's 

tr'ust fund LS':'ett!":t .::-.:~.:.~:-d~: C ..... C3 established in [section 8] !:.!te!' t!~.;. 



a:Eu:!'tmc.n-t-~f-p:' .. .::nt!e-haD a'::::!.t!e-tca thE: a-rneti.'1t n'::CC9Jar'y fer- the depart!!ent to 
aQi,Ii!!te:-ttr~~n, .. 

Se:ction 10. Section 15-30-157 is C!Dended to read: 
"15-30-157. De~{)3it of deductible contributions. (1) All money received 

under 15-30-156 must be dep)sited in the children'8 trust fund aCCccult established 
in 41 J 7ez [section 81. 

(2) The department of revenue shall immediately forward for deposit in the 
children's trust fund eC-..vt:nt all checks and other orders of payment made as 
contributions under 15-30-156 ..... 

Section 11. Section 25-1-201 is amended to read: 
"25-1-201. .. 
(4) Of the fee for filing for dissolution of marriage or legal separation, $40 

must be de;;''1:)sited in the state general fund, $35 must be remitted to the state to 
be deposited as provided in 19-5-404, $5 must be deposited in the children's trust 
fund ecccn:mt established br-4-J:-a-!tBZ in [section 81, and ..... 

(renumber subsequent sections) 

Page 6, line 5: after "Effective", delete "date", add "dates -- e:cpiration 
date: --" 

Page 6, line 6: after "applicability.", add "(1)" 

Page 6, line 6: after" [", delete "This act", add "Secticns 1 through 7, 
section 12, and section 13" 

Page 6, line 6: after "]", delete "is", add "are 

Pag.:: 6, line 7: after "and", delete "applies", add "apply" 

Page 6, line 9: after "agent.", add "(2) [Subsections 8(1), 8(2)(a), 8(2)(e), 
8(3). and 8(4)] are effective on passage and approval. 

(3) [Subeectiol1s 8(2)(b), 8(2)(c), and 8(2)(d), and sections 9, 10, and 11] 
are effective July 1, 1992, 

(4) [S€:ctions 1 through 7, 8€:ction 12, section 13, and subsection 8(2)(a)] 
expir'e July 1, 1995." 
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REVISED FISCAL NOTE, S8 396 (WITH TRUST FUND BOARD AMENDMENTS) 

FY 1991 1992 1993 1994 1995 1996 -) 

Revenues: curren t under SB 396 equilibrium 

Curren t law 61,420 61,420 61,420 61,420 61,420 61,420 
SB 396 0 446,794 631,794 663,384 696,553 0 

Total 61,420 508,214 693,214 724,804 757,973 61,420 

Expenses: curren t under SB 396 equilibrium 

D.O.R. (4,606) 41,428 6,868 7,211 7,572 4,607 
D.F.S. (9,903) 0 0 0 0 0 

Total (14,509) 41,428 6,868 7,211 7,572 4,607 

G.F. impact (14,509) 0 0 0 0 0 

Deposi t in 
CT fund 0 405,366 686,346 717,593 750,401 56,813 

Cumula ti ve 0 405,366 1,091,712 1,809,305 2,559,706 2,616,519 

Available to 
CTF account 49,420 101,957 109,171 180,931 255,971 261,652 

CTF board 
expenses 2,500 2,625 2,756 2,894 3,039 3,191 

DFS or staff 
expenses ° 8,794 9,416 15,605 22,077 22,567 

Tot adm. expo 2,500 11,419 12,172 18,499 25,116 25,756 

Available to 
grant 46,920 90,538 96,999 162,432 230,855 235,894 

Administrative cost 
to DFS and eTF as a 
pct. of account 25.1% 11.2% 11.1 % 10.2% 9.8% 9.8% 

Assume: (1) 5% annual inflation in expenses after FY 1992 
(2) 10% interest and income annually from nonexpendable trust fund 
(3) eTF controct wi th D"FS for clerical services aft~r FY 1991 
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MONTANA CHILDREN'S TRUST FUND 
)"Y91 CONTRACT I)ERIO» 

711190 through 6130191 

Ann Cllurtll\!Y. Ellec Di~'lor 91-0"..6-8000 $ 500. 
P.O. Bill 62, Uutll', MT 59103 - Big Brothers &. Si~ter of Bulle 
Mill)' Ellen BinOcI. Din:1.'lor91..(Yl..6-8OO1 51,000. 
P.O. BOll 0814. (irt· .. t «'ails, MT 59406 - CllllCaOc County Child 
Ab~ Prevention 
Rich Kuka, Direl.'lur 91-026-8002 $4,000. 
416 - 23rd St. North. Great Falls, MT 59401 - SI. Thomas Child 
&. Family Center 
Shcryll Hoffarth. Directur91-026-8OO3 $1,400. 

P.O. Btlll 30815. llilliu~. MT 59101- Women's Liti: Skills 
Center 
lkbnmh Neuman. Director 91..(Yl..6-8004 $2,500. 

P.O. BOll 4325. llo7.('lDall. MT 59112 - Prevent Child Abuse • 
Inc. 
Jue Cahill. Directur 91-0"..6-8005 $3.8OO.Suite 20 I. 300 I st Ave. 
N.l.t'"i~lowll. MT 59451- Fergus Co. Child Prote1.1ion Team 
Slaey SunOcrs. Director 91-0"..6-8006 $3.486. 
1130 Welll UOl.lI.Jway, Mis.'iOula. MT 59802· YWCA 
Ivy Slirlint;, Cuunty Agent 91-0"..6-8007 $1.000. 
C\lurthuuse BOll 5009. HllI1liltoo. MT 59840 - MSU Ext. Service 
- Ravlllli C.,unty 
Carol Bialik. Coon!inator Community Caring 91-026-8008 
S4.ooo.P.O. BUll 20211. Billio&\, MT 59104 - NCPCA 
Sharon LaBontylMark Schultz 91..(Yl..6-8009 $4.500.P.O. BOll 
913. (;Iwi~ow. MT 59"..30 - Fort Peck Arts Council. Illc. 
Mill)' Lou Filiher. Presidcnt1L:norc F. Talialerro. Coon!. 
91-026-8010 $2.100.10"..6 - 9th Ave .• lleleoa. MT 59601 - First 
Steps 

12 Donna Thompsun. Director 91-026-80 II $3.440.400 
Main #3. Anaeunda, MT 59111 - Anaconda/Dec.'r l.od,.'t' PCA. 
Inc. 

t3 Barham Mahu~h. Director 91-026-8012 $3.500.405 Wc~t Park. 
Uull(', MT 59701 - Butte Four C's 

14 Karen Tym. Co. Ext. A~ent 91-026-8013 $2.500. 
PO. BOll 891. Columhus, MT 59019 Stillwater Co. Ell. Oflie~ 

15 Judy Bl)'ng.kson. Exec. Direetor91-0:!6-8014 $2.500. 
P.O. Box 2056, Ilillillg.'i. MT 59103 - Yellowstolle Co Head Start. 
Inc. 

Itl Patti Behncn-Coats. Ellee. Director 91-026-8015 $4.250. 
P.O. Box 246. Kali'ip('\l. MT 59903 - Child Ahuse Prevention 

C"llllell 
17 Shcry Vilill. Diredor91·026-8016 $1.000. 

101 . 81h Ave. S.W., Sidney. MT 59210 - Richland Co Fo~ter 
Pllrents Assneilltiull 

18 LnrellTucker. Directllr91-026-8011 $ 622. 
P.O. Box 30. \,ir~illil' City. MT 59155 - Madisoll Co Child 
Po Iteet ion T cum 

19 Chris Gultorlllsen. Director 91-026-8018 $2.500. 
P.O. Box 1235. l\iIIings. MT 59103 - Young Families Program 

20 Eli:t.llheth Rueth. Ellee Director 91-026-8019 $2.500. 
P.O. BOll 816.1I('k'llll. MT 59624 - Health Mothers. Healthy Bahies 

21 Renee RlIlli!'!'. Dirednr 91-026-8020 $2.409.Box 1509. llavre. MT 
59501 - The Haven 

TOTAL $52,485.00 
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DC INCREASES IN THE NUMBER OF CHILDREN INVOLVED IN INVESTIGATIONS 
" OF CHILD ABUSE AND NEGLECT 
ik 

" I.i 
DC MONTANA DEPARTMENT OF FAMILY SERVICES: FISCAL YEARS 1985 - 1990 

~~~ 
Ii 

~ 
k-;-_'-

~/ 

ill 

~ 
it 
III 

~ 
r 

L 

STATE FY 85: • · 
STATE FY 86: · · 
STATE FY 87: · • 
STATE FY 88: · · 
STATE FY 89: · · 
STATE FY 90: • · 

[ A ] 
NUMBER OF 
CHILDREN 

INVOLVED IN CAl 
INVESTIGATIONS 

• 7,328 

· 8,081 

· 8,300 

· 8,884 

· 9,274 

· 10,256 

[B] 

INCREASE 

753 

292 

584 

390 

982 

AVERAGE YEARLY INCREASE, SFY85-SFY90: 7.2% 

l:t Data Source: 

[C] 

PERCENT 
OF 

INCREASE 

10.3% 

3.6% 

7.0% 

4.4% 

10.6% 

Year-end reports from the DFS Protective Services Information System (PSIS), 
including the 10/31/90 SFY90 year-end report, TXXCC5505.4/R728349A. 

l:t Prepared 11/7/90: Frank Kromkowski, DFS Planning and Evaluation Bureau 
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.. l.AUd~~i~~~ Background for: Child Abuse/Neglect (CAIN) Protective Services 
(See the DFS HSlOO report: pages 20-23) 

I 
L.MAJOR TRENDS IN MONTANA CAIN INVESTIGATIONS, FY1982-FY1990: 

t 
~ 

• 

L 
. 
L 

The number of children involved in CAIN investigations (substantiated or 
unsubstantiated) during FY90 was 10,256. 
FY90's total was: 

11% more than FY89 (9,274) 
15% more than FY88 (8,884) 
24% more than FY87 (8,300) 
27% more than FY86 (8,081) 
40% more than FY85 (7,328) 
75% more than FY84 (5,877) 

••• 104% more than FY83 (5,017) 
132% more than FY82 (4,426) 

The total number of CAIN allegations that had to be investigated in FY90 was 12,532. 
FY 90's total was: 

11% more than FY89 (11,272) 
16% more than FY88 (10,854) 
24% more than FY87 (10,135) 

••• 31% more than FY86 (9,572) 
44% more than FY85 (8,708) 

The total number of SUbstantiated CAIN incidents in FY90 was 4,972 . 
FY90's total was: 

4% more than FY89 (4,762) 
7% more than FY88 (4,639) 

21% more than FY87 (4,099) 
33% more than FY86 (3,734) 
38% more than FY85 (3,610) 
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~COMPLETED CA/N INVESTIGATIONS REPORTED TO PSIS: SFY90, BY COUNTY 
=====:=;:::=:----===;:;:_--

COUNTY COUNTY CHILDREN COMPLETED CA/N RANKING BY RANKING BY COUNTY 
iii NUMBER NAME INVOLVED IN INVESTIGATIONS INVESTIGATIONS I CHILDREN NAME 

INVESTIGATIONS REPORTED TO PSIS COMPLETED INVOLVED 

56 Ye llowstone 1673 1170 1 1 Ye llowstone 
7 Cascade 1115 750 2 2 Cascade .. 32 Missoula 784 526 3 3 Missoula 

25 Lewis & Clark 695 508 4 4 Lewis & Clark 
47 Silver Bow 689 434 5 5 Silver Bow 
15 Flathead 618 423 6 6 Flathead 

ill 24 Lake 388 259 7 7 Lake 
16 Ga llat in 369 255 8 8 Gallatin 
27 Lincoln 331 211 10 9 lincoln 
9 Custer 322 220 9 10 Custer 

21 Hill 319 197 11 11 Hi 11 
iii 41 Ravalli 232 154 12 12 Ravalli 

12 Deer Lodge 219 147 13 13 Deer Lodge 
42 Richland 186 122 14 14 Richland 
18 Glacier 163 104 15 15 Glacier 

iii 5 Carbon 148 100 17 16 Carbon 
2 Bighorn 142 94 18 17 Bighorn 

14 Fergus 140 78 21 18 Fergus 
53 Va lley 139 93 19 19 Valley 
45 Sanders 137 101 16 20 Sanders 

III 48 St l1lwater 123 78 20 21 Stillwater 
3 Blaine 120 75 22 22 Blaine 

34 Park 102 71 23 23 Park 
11 Dawson 86 60 24 24 Dawson 
31 Minera 1 76 51 25 25 Mineral 
51 Toole 72 46 26 26 Toole 
39 Powell 71 46 27 27 Powell 
1 Beaverhead 70 38 31 28 Beaverhead 

filii 
22 Jefferson 69 43 29 29 Jefferson 
43 Roosevelt 68 43 28 30 Roosevelt 
4 Broadwater 63 38 30 31 Broadwater 

50 Teton 57 30 34 32 Teton 
37 Pondera 48 28 35 33 Pondera 

III 46 Sheridan 48 22 36 34 Sheridan 
13 Fallon 43 32 33 35 Fallon 
36 Phil 1 ips 41 32 32 36 Phillips 
8 Chouteau 41 22 38 37 Chouteau 

ill 
20 Granite 36 22 37 38 Granite 
33 Musse lshe 11 35 20 39 39 Musselshell 
17 Garfield 32 14 41 40 Garfield 
28 Madison 22 18 40 41 Madison 
10 Daniels 18 10 45 42 Daniels .. 6 Carter 17 13 42 43 Carter 
26 liberty 17 11 43 44 Liberty 
49 Sweetgrass 17 10 44 45 Sweetgrass 
19 Golden Va lley 12 4 50 46 Golden Valley 
55 Wibaux 8 7 46 47 Wibaux 
40 Prairie 7 5 47 48 Prairie 
54 Wheatland 7 4 48 49 Wheatland 
29 McCone 7 3 51 50 McCone 
38 Powder River 6 4 49 51 Powder River .. 35 Petroleum 4 2 53 52 Petroleum 
44 Rosebud 2 2 52 53 Rosebud 
23 Judith Basin 2 2 54 54 Judith Basin 
52 Treasure 0 0 55 55 Treasure 

III 30 Meagher 0 0 56 56 Meagher 

TOTAL: 10,256 6,852 

ill 
Prepared 12/21/90: Planning and Evaluation 8ureau, Montana Department of Family Services. Questions: 444-5911 

Data Source: PSIS (Protective Services Information System), SFY90 Year-End Report (R728349A -- 10/31/90) 

.. 
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MONTANA CHILDREN'S TRUST FUND 

FUNDS/EXPENDITURES FOR 1990 

June 7, 1990 

Listed below is the year to date fmancial activity for State Fiscal Year 1990 for the 
Children's Trust Board Fund as recorded on the State Budget and Accounting System 
(SBAS) 

Cash in Treasury: 

Source: On-line Cash Position Log, AlE 2089 

Revenue: 

Source SBAS, SFY 632 Report 
Income Tax Check-offs and Contributions 
District Court Divorce Fees 
Federal Challenge Grant 

TOTAL SFY May 1990 

Expenditures: 

Source: SBAS SFY 662 Report, CTR. 2008 
Operating Expenses 
Contracts 

TOTAL as of May 1990 

Contract Balances: 

Source: Central Office Contract Sheet 
Current Amount Contracted 
Paid on Contracts 

Unpaid contract balances 

$51,301.00 
27,993.02 

6/30/90 
Year End 

$96,686. 

$ 21,703. 
21,086. 
6,631. 

49,420. 

5,120. 
61,126. 
66,246. 

$23,367.88 



MONTANA CHILDREN'S TRUST FUND 
BUDGETARY REPORT 

FY 91 CTF as of 1/13/91. 

REVENUES: 

Income Tax Check-off 
District Court Divorces 
1990 Challenge Grant 

EXPENDITURES: 

Operating 
Contracts 

$ 5,135.00 
7,761.00 
5,069.00 

$17,965.00 

$ 646.00 
29,216.00 

$29,862.00 



CHilD ABUSE AND NEGLECT GE~le<: 
,AXlnlPjJ 
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WHAT ARE THE EFFECTS OF CHILD ABUSE AND NEgrM?CT ~~1. ~/~~ ~.S 
(Following excetpts taken from CHILD PROTECTION REFERENCE BOOK, United States Department ofttmltt~. BUrel!I!-6fiZ'iaft - ~ 
Affairs, Sept. 90) 

Child abuse and neglect can and in many cases does result in permanent and serious damage to the 
physical, emotional and psychological development of the child. The physical effects of child abuse and ne­
glect may and many cases include damage to the the child mental and physical capabilities. These injuries 
result in mental retardation and can result in death to the child. 

Child abuse and neglect are often as damaging emotionally as they are physically. Abused or neglected 
children may be impaired in self concept, ego competency, reality testing, defensive functioning, and overall 
thought processes. They often have a higher level of aggression and anxiety, low impulse control, and can 
be self-destructive. These characteristics generally result in abused or neglected children displaying high 
levels of antisocial behavior as they get older. 

Abuse and neglect may also cause restricted cognitive development. language, perceptual, and motor 
skills are often underdeveloped, further hindering a child's chances to succeed. 

TYPES OF CHILD SEXUAL ABUSE 

• Obscene calls 

NON·CONTACT • Jokes 

Does not involve touching • Peeping 
• Sexual propositions 
• Child pornography 
• Forcing child to watch sexual 

act or sexual violence 

1 MANIPULATIVE • Unswanted hugs, kisses ~ 
B Touching which appears • Unwanted pinching, tickling ..... 
0 non-hostile and which has • Fench kissing 

] been psychologically, rather • Sexual positions for photos 

9 than forcefully, imposed on • Handling genitals 

0 child • MastUIbation 
til 

• Mouth to genital contact 
~ -] AGGRESSIVE • Oral rape 

t=.: Sexual activity in which a • Vaginal rape 
U 
< child is physically forced to • Anal rape 
~ participate • Sexual bondage Z 
0 • Sexual maiming 
U 

Most children who are sexually abused will, over time, experience more than one, and sometimes all, types of the 
abuse shown on the chart. The abuse will often begin with non-contact advances such as those listed in the upper 
right hand block and progress through the chart to subject the child to behaviors which involve increasingly more 
contact and greater violation. 

WHAT IMPACT DOES CHILD SEXUAL ABUSE HAVE ON A COMMUNITY'? 

When children are sexually abused, the community it self suffers. Unrecognized and untreated child victims 
often grow up to be dysfunctional adults. Unchecked sexual abuse tends to be repeated generations after 
generation involving more and more people as time goes by. 



Sexual abuse victims have poor self-images and low expectations. They are used to being victimized and 
see victimization as a fact of life. The frame of mind created by sexual abuse perpetuates the existence of al­
coholism, drug abuse, unemployment and violence in the community. 

WHAT CAN A COMMUNITY DO TO STOP THE SEXUAL ABUSE OF CHILDREN? 

1. The community must make a public decision and statement that children have rights, that sexual 
abuse of children is not acceptable, and that it will not be tolerated. 

2. The community must publicly admit that child abuse does exist and can happen to its children. 
Statements by respected community members, religious leaders providing personal testimony of 
abuse can be extremely effective in forcing a community to recognize that, yes, it does happen 
here. 

3. An effort to educate adult and child community members about sexual abuse must be undertak­
en. Posters and educational materials displayed in buildings, spot radio announcements, issu­
ing of Hotline Cards which depicts the hotline phone number and discussion of organization are 
simple means of informing community members. A personal safety curriculum in schools can 
effectively reach children. 

Children should be taught: 

• No one deserves to be abused. 
• Your body is your own: respect it. 
• You can say "NO." 
• ThJking about your feelings is important: tell 
• Abuse is not your fault. 
• You will be believed. 
• Help is available: you are not alone. 

4. Workable reporting mechanisms must be established The community should demand that reli­
able reporting mechanisms be established whereby child sexual abuse will be adequately and 
fully reported to the appropriate child protection and/or law enforcement agency. The communi­
ty should monitor this system to assure its proper functioning. 

5. Effective systems must be available for protecting and treating abuse victims. Multiple re-. 
sources, pooled from different agencies, are almost always required. Coordination is essential. 

6. The community must assume a monitoring role to force accountability. The community, or its 
monitoring representative, must be aware of what actions professionals should properly take in 
investigating, prosecuting and treating child abuse cases and must insist that these actions be 
taken. Adequate training for law enforcement, social services and court personnel should be de­
manded to assure that personnel and properly equipped to work sensitively and effectively with 
victims and families. 

7. The community must demand proper prosecution and handling of offenders by the appropriate 
jurisdiction. The development of an intergovernmental agreement outlining prosecution respon­
sibilities and cooperation should be considered. 

8. The community can provide public support to child victims through acknowledging the child's 
experience and reinforcing the message that the child is not to blame. Responsibility for the 
abuse should always be placed on the offender. 

CHARACTERISTICS PROFILE OF A PEDOPHILE 

• The abuser often does not believe children have rights. 
• The abuser often does not work well with parents and/or believes that parents have no right to 

interfere or intervene in the education or care of their children. 
• The abuser often has low self-esteem. 



• The abuser often does not have good peer relationships with other adults. 
• The abuser often seeks employment related to the care of children with no previous related work 

experience. 
• The abuser lacks insight into hislher own behavior, has poor impulse control, and lacks insight 

into appropriate boundaries and acceptable behavior between themselves and a child. 
• The abuser often is not able to hold a job for very long, because of frequent moves to avoid de­

tection, because of poor impulse control, or because of any of the other behavior factors com­
mon among abusers. 

These factors do not constitute positive proof that an applicant is an abuser. The factors are only common 
characteristics found among abusers. 

California, New Jersey, North Dakota and Texas are the only states with listing applicable to the prevention 
of child abuse. Texas has a "The Abuse Hotline. " 

FACT: Child abuse is preventable. 

J?ACT: Child abuse is a social ill that is an equal opportunists that affects all classes and 
races. 

FACT: More than 85% of children identified as sexually abused are abused on a reoccurring 
basis, by someone known to them. 

FACT: Prevention costs money. 

FA C T: The costs related to prevention of child abuse and neglect is far less than treatment. 

FACT: The Montana Children's Trust .'und total funding amounts to the costs of two (2) 
referrals to a thirty-day treatment center. 

FACT: The Montana Children's Trust Fund has operated for six (6) years with an annual 
budget under $60,000. in its efforts to reduce and/or prevent child abuse and ne­
glect. 

FACT: The Montana Children's Trust Fund spends less than 0.0952 of its total budge't on 
administrative costs. Budgetary assistance provided by DF'S when provided assists 
in keeping administrative under this figure. * Administrative costs include, board travel, 
board per diem: $24.95 per night (lodging) and $14.50 per day (meals), postage, paper products, tele­
phone calls, copying/producing, paper clips. 

FACT: The Montana Children's Trust Fund has approved a By-law that states: The 
Montana Children's Trust Fund Board administravie costs shall not exceed 15 % of 
its total budget. 

HYPOTHESIS: An abused child contributes to a dysfunctional child who has the necessary profile 
to become a dysfunctional adult who can rear dysfunctional children. 
A negative cycle whose economic costs weave its way to the taxpayer] 

WIlY IS THE MONTANA CHILDREN'S TRUST FUND SEEKING A REVENUE SOURCE? 

1. Funding sources are stagnant and the problem of "Child Abuse" is not. 

2. The organizations and programs that solicit funds from the Montana Children's Trust Fund board are funded at ap­
proximately 50% of their requests. Only one organization was funded at the full amount of the request. That 
program was the "Touch" theatre group that traveled to 9 counties and provided their program to over 1100 
youths, not including the schools' staff in the northeastern part of the state. 

3. The CTF Board is funding 113 of the proposals submitted due to the lack of funds. 

4. 
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For Prevention of Child _'USe s~~: .. ;: 
P.O. Box 9183· Helena, Montana 59604 ~ :~' 

TESTIMONY ON S8 396 
" ••• LEVY OF 5% TAX ON VIDEO RENTALS" 

Sponsor-Senator Dorothy Eck 

The Helena Council for Prevention of Child Abuse receives $2,100 from the Children's 
Trust Fund for a new and innovative program in Montana for child abuse prevention. 
I am here today as the HCPCA's project coordinator for the First Steps program. 

Volunteers of First Steps visit first time new mothers giving birth at St. Peter's 
Community Hospital here in Helena. The prugram presently has 16 trained volunteers 
who provide new mothers with parenting information, a developmental calendar, and 
other materials on the subject of stress, self esteem, and child abuse. These 
volunteers maintain contact with the new mothers for up to three month~ following 
the birth of the baby. They provide a listening ear, a supportive attitude, and answers 
to questions about resources available in the community for new parents. Volunteers 
also focus upon reinforcing confidence and self esteem within the new mothers. 

Without support for preventive programs such as First Steps, many children continue 
to be at high risk for becoming victims. During the first year of operation, First Steps 
volunteers provided services to 223 first time new mothers. Of this total, 48 new 
mothers were between the ages of 16-18 years. 6 new mothers are between the 
ages of 13-15 years--children themselves. Approximately 66% of all mothers visited 
by First Steps are under the age of 25. 40% of all clients are single mothers with 
little or no support from family. While there is no direct correlation to indicate that 
only young single mothers abuse their children, it is reasonable to assume that stress 
factors increase when a parent lacks family support, economic stability, adequate 
education and training to compete for jobs, and no experiential knowledge of effective 
parenting techniques. The at-risk babies and children who become victims of abuse 
have increased. Pediatric staff indicate to me. that prevention of abuse is a worthy 
effort. since they ultimately get the babies who suffer at the hands of abusive adults 
who have not learned effective preventive parenting methods. 

To support funding for prevention of child abuse and neglect is not only desirable, it 
is imperative. With proper support for programs which focus upon prevention, there 
will be an impact upon the phenomenon of violence and crime affecting not only 
children, but spouses, other family members, and elderly; in other words, all of us. 
If not, the numbers of adult survivors of child abuse will continue to fill our 
institutions, our prisons, our mental health centers, our drug abuse programs, our 
courts at a much higher cost than dollars spent to break a vicious cycle of violence 
through educational programs whose thrust is prevention. 
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I do not believe that imposing a tax upon video rentals is inapprop!W:ltn?Sillce ~A ' 
us find recreation from this. It is a fairly painless way to fund prevention. No ·pun· 
intended since the reduction of child abuse and neglect is critical to all of us. First 
Steps would have great difficulty in providing efforts to reduce child abuse without 
funding from the Children's Trust Fund. However, there is presently $50,000 
statewide with a maximum limit of $5,000 available to individual programs. If all 
programs funded were granted the maximum of $5,000, it doesn't take great 
arithmetic skills to figure that this represents 10 programs' within Montana. Current 
funding levels available for prevention programming are highly inadequate regardless 
of the countless hours provided by committed individuals who give of themselves and 
their time. The money allocated to First Steps, through the Helena Council for 
Prevention of Child Abuse, via the Children's Trust Fund is used primarily for 
distribution of helpful information provided to new parents. The remainder is used for 
training and education and volunteer recognition. First Steps has not been able to 
serve mothers giving birth to babies who already have young children at home who 
demand her time, energy, and concern. If anyone has had children, one can easily 
recognize that under the best of circumstances, stress builds when dealing with small 
children and the increasing demands of family life. Most parents know how to control 
negative behaviors triggered by stress. Children who are harmed by adults who have 
not learned how to control stressful and violent behaviors should not have to pay the 
price of suffering and death. 

I urge your support for S8 396. A vote FOR S8 396 is a vote in support of a healthy 
and productive environment for children who will one day become parents of their 
own children and possible caregivers to their elderly parents. The cycle of abuse CAN 
be broken. Who benefits? All of us! Who pays? All of us! 

Respectfully submitted, 

LENORE F. TALIAFERRO, FIRST STEPS COORDINATOR 
HELENA COUNCIL FOR PREVENTION OF CHILD ABUSE 
March 15, 1991 



VIDEO RENTAL TAX (5%) IMPACT, 5B 396 

Montana state taxes: 

Estimated gross video receipts, FY 1992: 
Estlffiated number of Montana families: 

Avet-age video rental cost/family/year: 

5B 396 tax (5%)/family/year: 

SB 396 tax (5%)/adult video renter/year 

Average cigarette tax/smoker/year 
16 cents/pack for state building fund 

2 cents/pack for veterans' home 

Total 

$13,684,715 
286,000 

$ 47.85 

$ 2.39 

$ 1.14 

$ 87.60 
10.95 

$ 98.55 

Average tobacco tax/chewer/year $ 15.47 ,...,. 

Average alcohol tax/drinker/year $ 44.31 / 

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

Current Children's trust fund individual impact: 

Voluntary: average donation/tax check-off/year ($21,703 
total, 2,200 checkoffs) $ 9.65 

Involuntary: divorce fee/divorcer/year ($21~086) $ 2.50 

Combined contr1bution/donor $ 4.11 

Sources: MDOR, MDHES, 5B 396 fiscal note 



AREA CHAMBER OF COMMERCE® 

March 16, 1991 

Chairman Mike Halligan 
Senate Tax Committee Members 
Capitol Station 
Helena, MT 69601 

Re: Testimony in Opposition to SB396 

Dear Chairman Halligan: 

The Board of Directors of the Billings Area Chamber of Commerce urges defeat of 
this selective sales tax on video tape rentals. We have long urged the legislature 
to move toward comprehensive tax reform, using a statewide sales tax to offset 
losses in personal property tax revenue. 

This proposal appears to us as one more attempt to target a specific growing 
industry and should be rejected by this committee. 

Sincerely, 

~. -;;;;:?' 
~n -L. Swanson, Jr., Chair 
Board of Directors 
Billings Area Chamber of Commerce 

IUt;~" ?7th ~t • PO Rnv :m77 • Rillino!'l. MT 59107-1177 • (406) 245-4111 • FAX (406) 245-7333 



MS. KAY FOSTER 
1833 IRIS LANE 
BILLINGS, MT 59102 

Dear Kay: 

MARCH 7, 1991 

It was so nice to visit with you this past week regarding 
the upcoming legislation regarding taxing video rentals. 
I am very concerned as to the impact the proposed bill would 
have on our company. This past year our company filed for 
reorganization and it is very important that we are in 
no \-Jay harmed by some legislative action which would impose 
tax on our business. 

I have enclosed a copy of a letter which I received from the 
Video Software Dealers Association. Possibly this will assist 
you with the issues which could help our postion. 

Our industry is definitely experiencing a shakeout. We feel 
we have yet to feel the full impact. Our company employs 
over 100 full and part time people in the state. We are 
a small business and would hope that the view of our industry 
as "booming" can be corrected. The revenues from video 
rentals in our industry have dropped almost 30 percent in the 
last four years. Also, we have not been able to experience a 
price increase because of such a competitive atmosphere. We 
hope this trend will change, however, we see no indication. 

If I could be of any further help, please give me a call. 
Thank you again, Kay, for your support. 

Kindest regards, 

< ) /1 
:!(~_.(L~l< 

Rebecca Reno, 
President 
Video Library, Inc. 
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MONTANA FOOD DISTRIBUTORS ASSOCIATION 
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'SENATE BILL 396 
5% Tax ~ Videotape Rentals 

Hr. Chairman, members of the committee, for the record I am Bill Stevens 
of the Hontana Food Distributors Association (MFDA). 

The HFDA opposes Senate Bill 396 which would impose a 5% tax on videotape 
rentals in Montana. 

The bill is unfair because it singles out a specific commodity for taxation, 
and represents an unfair burden to small grocers, c-stores and other MFDA members. 

We see the proposal as a sales tax because it would directly tax retailers 
based on customer transactions. 

Passage of 396 would open the door to imposing similar "sales" taxes on a 
per item basis until all items in grocery and c-stores have been levied; quite 
possibly at different schedules and rates. Obviously, this would create an 
accounting nightmare for effected retailers. 

SB 396 would significantly hit rural stores that rent videos to customers who 
want to avoid a trip to town. These rentals can amount to more than 1,000 videos a 
week, which is a substantial income source for a small store. 

The 5% levy (and accompanying accounting costs) would force these retailers 
to pass on the added costs to customers; a phenomenon we observed after the recent 
increase in federal SIN taxes. The increased prices would probably decrease rentals, 
and possibly drive some out of business. In both cases, the tax base would be eroded. 

We have been told that levies like the one proposed in SB 396 have been ruled 
to be unconstitutional in court cases dating back to the 1930s. We have also been 
informed that similar bills have been either withdrawn or defeated in other states 
(Californja and Utah) because of the legal precedent. 

We are not arguing against funding for child abuse and neglect programs. However, 
we strongly oppose a 5% levy on videotapes as the funding source." 

If you feel that a sales tax is necessary, then propose one that is equitable, 
rather than a discriminatory tax on a single commodity. 

Thank you. 
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March 12, 1991 

David Wadsworth, President 
Montana Chapter, VSDA 
Lolo Video Plaza 
Lolo Shopping Center 
Lolo, Montana 59847 

Re: Video Tax Proposal 

Dear Dave: 

This I letter is in response to your inquiry concerning the legal issues 
raised by a special tax on video rentals as proposed in Montana St:!nate 
Bill 396. The bill provides for a five percent tax on gross receipts from 
video rentals in order to fund a Children's Trust Fund. 

Although the many Montana video retailers and their customers will 
undoubtedly view such a discriminatory ta."t as grossly unfair-­
particularly for lower income families who look to home video as one of 
the last remaining sources of low-cost family entertainment, the 
fundamental question is whether such a tax is constitutional under the 
First Amendment of the United States Constitution. As I will explain 
below, the clear weight of authority is that it is not. 

A special tax on video rentals raises the question of its constitutional 
validity. This is different from a general tax, which taxes all industries 
in a similar fashion. A different specific tax upon video rentals raises 
two constitutional issues. The first issue is whether singling out videos 
for tax purposes is a violation of the Equal Protection Clause of the 14th 
Amendment. The second is whether a differential tax on videos is a 
violation of the First Amendment right to freedom of speech. due to the 
free speech rights associated with videos. 

Because this proposed special tax implicates a First Amendment right, it 
may be challenged on either equal protection or First Amendment 
grounds. When faced with these two arguments against a special tax, 
however, courts usually decide the case based on the First Amendment 
arguments. See, Minneaoolis Star & Tribune v. Minn. Commissioner of 
Rev., 460 U.S. 575, 103 S.Ct. 1365, 75 L.Ed:2d 295 (1983); Murdock v. 
Pennsvlvania, 319 U.S. 105, 63 S.Ct. 870, 87 L.Ed. 1292 (1943); Grosjean v. 
American Press Co., 297 U.S. 233, 56 S.Ct. 444, 80 L.Ed. 660 (1936). I 
will, therefore, limit my discussion to the First Amendment issues 
involved. 

Video tapes, as entertainment, are considered to be constitutionally 
protected First Amendment speech. Schad v. Burrow ofMt. Eohraim, 452 
U.S. 61, 101 St. Ct. 2176, 68 L.Ed.2d (1981). The current standard for 
reviewing a differential tax on free speech material, such as videos, is a 
First Amendment test. The test is that, "a tax that burdens rights 
protected by the First Amendment cannot stand unless the burden is 
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necessary to achieve an overriding governmental interest." Minneapolis 
Star & Tribun~, supra, 460 U.S. at 582. 

In Minneapolis Star & Tribune, the Supreme Court reviewed a Minnesota 
use tax!l imposed on the cost of paper and ink products consumed in the 
publication of newspapers. In that case, the Court ruled that the tax per 
~ was a "burden." Id. at 582. Further, the court stated that 
"differential treatment, unless justified by some special characteristic of 
the p.ress, suggests that the goal of the regulation is not unrelated to 
suppression of expression, and such a goal is presumptively 
unconstitutional." Id. at 585. In order for a state to overcome the 
presumption of unconstitutionality it must assert, "a counterbalancing 
interest of compelling importance that it cannot achieve without 
differential taxation." Id. at 585 (footnote omitted). 

The interest asserted by Minnesota in this case was the need to raise 
revenues. The state argued that newspapers were exempt from the state 
sales tax, apparently for practical reasons, and that the use tax would 
make the newspapers' tax burden consistent with other industries. As I 
understand it, this is the kind of argument which was made to you by a 
staff member in the Montana Legislature. In the Minnesot.a case, 
however, the Court held that this state interest, standing alone, does not 
overcome the censorial threat implicit in a tax that singles out speech. 
Id. at 586. . 

Minneapolis Star & Tribune stands for the principle that a differential tax 
on interests protected by the First Amendment will not be upheld unless 
there is a counterbalancing interest of com~elling importance that cannot 
be achieved without the differential tax._! One key element to this 
principle is the inference by the Court that the goal of a differential tax 
is the suppression of expression, thus making such a tax presumptively 
unconstitutional. 

A tax such as the one being considered in Senate Bill 396 would be 
unconstitutional because Montana's interest in raising revenue -- even for 
a Children's Trust Fund -- clearly would not be compelling enough to 
overcome the First Amendment protection against the implicit threat to 
free speech associated with a special tax. Minneapolis Star & Tribune 

!/Under the First Amendment, there is no distinction between a use tax, 
a license tax, a fixed sum tax or other kinds of taxes. Murdock v. 
Pennsylvania, 319 U.S. 105, 113, 63 S.Ct. 870, 87 L.Ed. 1292 (1943). 

~/The ruling in Minneapolis Star & Tribune has been referred to in First 
Amendment free speech contexts other than the freedom of the press. 
See, for example, Acorn Investments, Inc. v. City of Seattle, 887 F.2d 219 
(9th Cir. 1989); Legi-Tech, Inc. v. Keiper, 766 F.2d 728 (2nd Cir. 1985); 
Associated Film Distribution Corp. v. Thornburg, 800 F.2d 369 (3rd Cir. 
1986), cert. denied sub nom., 480 U.S. 933, 1075 S. Ct. 1573,94 L.Ed.2d(1987). 
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sets a very high standard for a state to satisfy in order to impose any 
special tax on an industry protected by the 'First Amendment. This 
standard is clearly not met in the case of Senate Bill 396. 

If taxes are applied across the board to virtually all retail businesses no 
matter what they sell or rent, they are presumably sound. The tax 
proposed in Senate Bill 396, however, which singles out expressive 
communication on video tape, cannot be allowed to stand. While a state 
need Inothing more than a rational reason to tax non-speech items (such 
as cigarettes, candy bars or gasoline) with a discriminatory tax, that is 
not the case when speech is burdened. 

No state has ever enacted a special tax on video sales or rentals. 
Hopefully, during this bicentennial of the Bill of Rights, the Montana 
Legislature will not abridge the freedom of speech of Montana's citizens 
through such taxation. Nevertheless, you can rest assured that if such 
plans do go forward, video consumers and retailers in Montana would 
have very strong legal authority for their challenge to such & tax in 
court. Moreover, since the tax would constitute a violation of civil 
rights protected by the Constitution, a request for an award of costs and 
attorney fees might be in order. 

I hope that this brief analysis will be of some assistance. I would expect 
that, in addition to the unconstitutionality of such a proposal, the 
Legislature would be concerned with the negative impact of the tax on 
lower income families, as well as the impact on small business. The home 
video industry is a relative newcomer to the business world. I am sure 
that you need no reminder that video retailing is still experiencing a 
market "shake down". with small businesses finding it extremely hard to 
compete. The smallest stores with the lowest profit margins would be 
hardest pressed to pass the cost on to the consumer. Regardless of 
whether they absorb it or pass it on through higher prices, such an added 
tax could spell financial disaster for some of the smaller Montana 
retailers. 

I will be happy to discuss this legal analysis with you in greater detail 
and to also go over additional public policy reasons why other 
communities across the United States (Maryland, Utah, California, 
Pennsylvania and West Virginia) have rejected the idea of a video rental 
tax. Please feel free to give me a call. 

Sincerely, 

J~ell 
Counsel for Video Software 

Dealers Association 
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MONTANA CHAPTER, VIDEO SOFTWARE DEALERS ASSOCIATION 

Lolo Video * P.O. Box 785 * Lolo, MT 59847 * 406-273-6600 

February 21, 1991 

Legal Aide, Senate Finance Committee 
Capitol Station 
Helena, MT 59624 

Dear Sir or Madame, 

The enclosed material is for your attention with respect to 
Senate Bill "396 which will come before your committee on 
March 15, 1991. 

Let it go on record 'that the Montana Chapter of VSDA (The 
Video Software Dealers Association) and Montana video store 
owners are wholly against this bill. We feel it to be 
discriminatory, arbitrary and unconstitutional and will only 
add to the cost of government, not raise any significent new 
revenue, and will place the tax burden on those who can 
least afford it. 

Therefore I urge you that you vote against enactment of this 
bill. 

Sincerely yours, 

r0- ,.,Ie/} ~/ .//<_.-. 
~a-ut·: /~({~,f>'1J/r-~-~ 
David Wadsworth, President 
Montana Chapter, VSDA 

. 
;;:~JLt..h~A;-L·v,----

Gilbert Millikan, V-President 
Montana Chapter, VSDA 



POINTS AGAINST VIDEO TAX 

The Tax is Unlawful 
The United States Constitution guarantees freedom of speech and freedom 

from arbitrarily unequal treatment. A tax which singles out video sales or rentals 
violates both guarantees. Such a tax hot only singles out speech for taxation, in 
violation of the First Amendment, but also would single out one particular form of 
speech to carry a tax burden not shared by books, magazines or other mediA, in 
violation of the Equal Protection clause. 

llome Video is Different 
Although many products may lawfully be subjected to a specinl tAX, home 

video is different. Higher taxes on liquor and tobacco products, for example, may be 
warranted in order to discourage their use. Home video is not like that. Consumers 
buy and rent videos just like they buy a book or check out library materials. Any 
higher tax on speech, in. whatever form, is presumed to be unconstitutional, becallse 
it would hurden and discourage speech. 

,The Tax is Unfair to Coll8umers 
A tax on video rentals is extremely regressive. It falls most heavily. upon 

those who can least afford it. Families with modest incomes may not be able to 
spend Friday night at the movies, but they can, for now, rent a video film to watch 
at home.· 

:J11e Tax Would Hurt Small Busine88e8 
The home video industry is a relative newcomer to the business world. 

Video retailing is still experiencing a market "shake down", with small businesses 
finding it extremely hard to compete. The smallest stores with the lowest profit 
margins would be hardest pressed to pass the cost on to the consumer. Regardless 
of whether they absorb the tax or pass it on through higher prices, such an added 
tax could spell financial disaster. . 

The Tax Would Hurt the State 
The State would end up paying the cost of this misguided effort to increase 

revenue. Any apparent revenue increase would certainly vanish as video rental 
business in border communities is lost to neighboring states with more competitive 
prices. Moreover, calculations of potential revenue should factor in the costs of 
trying to defend such an unconstitutional law against court challenges w~ich are 
certain to follow. 



Arent, Fox, Kintner, Plotkin & Kahn 

In Marytand 

7475 Wisconsin Avenue 
Bethesda, Marytand 20814·3413 

(301) 657·4800 

John T. Mitchell 
(202) 857·6258 

1050 Connecticut Avenue, N.W. 

Washington, D.C. 20036·5339 

December 18, 1990 

Mr. Mitch Lowe, President 
Northern California Chapter, VSDA 
Video Droid . 
215 Shoreline Highway 
Mill Valley, CA 94941 

In Virginia 

8000 Towers Crescent Drive 
Vienna. Virginia 22182·2733 

(703) 847·5800 

Re: California Assembly Bill No. 4 - Video Tax 

Dear Mitch: 

Rick Karpel, the Video Software Dealers Association's 
Director of Government Affairs, asked that I respond to your 
concerns about the proposed video tax. Assembly Bill No. 4 
would impose a 2% tax on gross receipts of any retailer from 
rental and sales of videos to help finance school media 
centers. 

Although the many California video retailers and their 
customers will undoubtedly view such a discriminatory tax as 
grossly unfair -- particularly for lower income families who 
look to home video as one of the last remaining avenues of 
low-cost family entertainment;-Ehe fundamental question is 
whether such a tax is constitutional under the First 
Amendment of the United States Constitution. As I will 
explain below, I believe that the clear weight of authority 
is that it is not. 

A special tax on video sales and rentals raises the 
question of its constitutional validity. This is different 
from a general tax, which taxes all industries in a similar 
fashion. A different specific tax upon video rentals or 
sales raises two constitutional issues. The first issue is 
whether singling out videos for tax purposes is a violation 
of the Equal Protection Clause of the 14th Amendment. The 
second is whether a differential tax on videos is a violation 
of the First Amendment right to freedom of speech, due to the 
free speech rights associated with videos. 

Telephone: (202) 857·6000 Cable: ARFOX Tele)(: WU 892672 ITT 440266 Telecopier: (202) 857·6395 
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Mr. Mitch Lowe 
December 18, 1990 
Page 2 

Because this proposed special tax implicates a First 
Amendment right, it may be challenged on either equal 
protection or First Amendment grounds. When faced with these 
two arguments against a special tax, however, courts usually 
decide the case based on the First Amendment arguments. See, 
Minneapolis Star & Tribune v. Minn. Commissioner of Rev., 460 
U.S. 575, 103 S.Ct. 1365, 75 L.Ed.2d 295 (1983); Murdock v. 
Pennsylvania, 319 U.S. 105, 63 S.Ct. 870, 87 L.Ed. 1292 
(1943); Grosjean v. American Press Co~, 297 U.S. 233, 56 
S.Ct. 444, 80 L.Ed. 660 (1936). I will, therefore, limit my 
dis·;ussion to the First Amendment issues involved. 

Video tapes, as entertainment, are considered to be 
constitutionally protected First Amendment speech. Schad v. 
Burrow of Mt. Ephraim, 452 U.S. 61, 101 St.Ct. 2176, 68 
L.Ed.2d (1981). The current standard for reviewing a 
differen~ial tax on free speech material, such as videos, is 
a First Amendment test. The test is that, "a tax that 
burdens rights protected by the First Amendment cannot stand 
unless the burden is necessary to achieve an overriding 
governmental interest." Minneapolis Star & Tribune, supra, 
460 U.S. at 582. 

In Minneapolis Star & tribune, the Supreme Court 
reviewed a Minnesota use taxI imposed on the cost of paper 
and ink products consumed in-the publication of newspapers. 
In that case, the Court ruled that the tax per se was a 
"burden." Id. at 582. Further, the court stated that 
"differential treatment, unless justified by some special 
characteristic of the press, suggests that the goal of the 
regulation is not unrelated to suppression of expression, and 
such a goal is presumptively unconstitutional." Id. at 585. 
In order for a state to overcome the presumption of 
unconstitutionality it must assert, "a counterbalancing 
interest of compelling importance that it cannot achieve 
without differential taxation." Id. at 585 (footnote 
omitted) . 

l/Under the First Amendment, there is no distinction between 
a use tax, a license tax, a fixed sum tax or other kinds of 
taxes. Murdock v. pennsylvania, 319 U.S. 105, 113, 63 S.Ct. 
870, 87 L.Ed. 1292 (1943). 



Mr. Mitch Lowe 
December 18, 1990 
Page 3 

The interest asserted by Minnesota in this case was 
the need to raise revenues. The state argued that newspapers 
were exempt from the state sales tax, apparently for 
practical reasons, and that the use tax would make the 
newpapers' tax burden consistent with other industries. The 
Court held that this state interest, standing alone, did not 
overcome. the censorial threat implicit in a tax that singles 
out the press. Id. at 586. 

Minneapolis Star & Tribune stands for the principle 
that a differential tax on interests protected by the First 
Amendment will not be upheld unless there is a 
counterbalancing interest of compelling importanc, that 
cannot be achieved without the differential tax. 2 One key 
element to this principle is the inference by the Court that 
the goal of a differential tax is the suppression of 
expression, thus making such a tax presumptively 
unconstitutional. 

A tax such as the one proposed by Assembly Bill No. 4 
would be unconstitutional because the state's interest in 
general revenue or the funding of an unrelated educational 
program clearly would not be compelling enough to overcome 
the First Amendment protection against the implicit threat to 
free speech associated with a special tax. Minneapolis Star 
& Tribune sets a very high standard for a state to satisfy in 
order to impose any special tax on an industry protected by 
the First Amendment. 

2/The ruling in Minneapolis Star & Tribune has been referred 
to in First Amendment free speech contexts other than the 
freedom of the press. See, for example, Acorn Investments, 
Inc. v. City of Seattle, 887 F.2d 219 (9th Cir. 1989): Legi­
Tech, Inc. v. Keiper, 766 F.2d 728 (2nd Cir. 1985); 
Associated Film Distribution Corp. v. Thornburg, 800 F.2d 369 
(3rd Cir. 1986), cert. denied sub nom., 480 U.S. 933, 1075 
S.Ct. 1573, 94 L.Ed.2d (1987). 



Mr. Mitch Lowe 
December 18, 1990 
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I hope that this brief analysis will be of some 
assistance. I will be happy to discuss this with you in 
greater detail and to also go over several public policy 
reasons why other communities have rejected the idea of a 
video rental tax. Please feel free to give me a call. 

cc: Jack Messer, President 
Rick Karpel, Esq. 

Sincerely 

¥-
r,;oh~ T. Mitchell 
~ Legislative Council 

John Simmons, Chapter President 
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c
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. . .' . '.,' Aelocilltld "- : 
Alrt;om~"D' 1VIM0ft· itfde .. Sherldan'tank past a':" 

:;·~~~.~r;~~X~~lfZ·~ 'j · .. ·:f~L ;;; ~i:~~: .. ~~' ,', . :. 
--~-----;'. ,': AccUsiilgtft~lraqi leader of trying "to :~y,).; 

<i.r~roup and fight another,day;" Bush"';~f:i\'~":f: 
t. ordered thealHed campaign to conti.nue.,'.::·.' i:'· 
(,,)."with undiniinished ifltensitYi~.~He'· :.y! ......... : 
.t: upbraided Saddatn for·cethe patholoaical:~::~~.~ 

•
...... ?~ destnictiolt'ofKuwait:' for faiHngto "': ,r". 

. .' renounce Iraq's territorial claim to the tiny. 
,... ,":' .:'. emirate and'for agaiflrebuffing U.N. ;':.':':' .\ .. . 

by' Iraqi' t~;, Security Council resolutions.;'" .. ...... . 
announced: ". '.... . . . :1. ~:; •.• ,.,. 

of 
\':r :. 

.... ~.~ .. appeared to . , 
Jubilant Kuwaitis :,,;',:'!, ' 

Jilw .... tinn of their capital' '." •. 
Pentagon officials'said'" .\', 

.S. Marines and Kuwaiti '. ;,' .. 
Ulror.~ units on the city's outskirts would . 

until dawn Wednesday to probe';':""'f\,., .. 
, further ,a .cautio~ prlovok~.-~y co~cept fo( ... , ,. 

f; , 'iI J., ,: I.' ~C!.~· ,<~ t~ •.• < ': ~ :''>'':' ~ '" f 

;,;,;o(See WAR, page A-6) ;,,'.,' t .,' 
, ~ , ~ " . 

. ..) .' Seddam:~.· 
~.' ,.,' ", JiUl8eln i,;' 

of remOving Hussein, '. '" 
Show the majority of' , 

:Alnericailul say the war shouldn't end· 
HUssein 'is temdved from '~:>. , 

power," said Craig Wilson, an EMC ' 
· .poUtieahcienC:e 'professor;",;' <~.' '. ,:., "~' 
;;:'~Montanans are also saYing Hussein ':;:;,' 
': has'to'go. But not just out o(Kuwait. ' 
· ~ He literally has to go.'.' ii, ,/1 ". ' ..'\ 
'':>VWilson, along with BMC' SOCiology 'i 

professor Joe Floyd," supervised 27 . 
students who conducted the random 

. of 410 adult .,~ 

the state 
.,. 'd 1 class nrn,,--. m"rtici,bants" ' " 
· were QuestioIMl!-.ullinillg to.' 
, : tHe Persian war 
,,: performanccEof President 
,. survey has a margin of error five",,;, 
. percenteithetway. <.... ,·s· ;" ::.:., 
". ,::l'l:'Of,those 'Polled, 61~9 percent said 
< ,·.~:t~ t,·,~·",,:: ·/<t,',::,~' '~'I~ " ,~~, '-" ::i":.·::',~~!; ,', )t~~' 
·';',,~j.t· .(See POLL,PageA~)' : J~:':. 

. ',,' 
,." ......... 

:;; .• ··~··~.·I·~d·i.,., e; :,' .. o·?\r··· ••. e··:: in" ·~'·t'a;7jltl;i.'~··tax···; ~::~'.~:., ' .. ', 
:,~Y,( .' ,~." '~'''' " ._. I 

,~a.i;s~;otr~·:'~oSitiDn;' 
.. ....., 7:";,~"; • t· !j~"h'!':; f1~::/;.f~;1Ji .• · ·:t·~~;::. . H 

:.::~iJI~::~9uldlf~nQ:·ch,ild·welfare··pr()grams' "1; 

'';: ... 

:~'~;,~~~': ~~":';~:' '. \ '~,il >}' . .:" .. ' ,~?$t;:';·~t~::,r{ '\~;~, f"?~',;,'~i l~ :.) : .. J.: 
ATWILSONIau-.... ':ay JIM LUDWiCK·· .. · ,." .:get"$tate' money' for ;'a"pr6gram" unless a ,~, 
d guilty , . , .. ~ Missoulian business editor • ,~} . - ~~,:f source,' #f :the money' is'~ identified. Videa 
duct In his " . . , " ' ,..... ". r rentals, .' she wd, arl!! "something you can 
unty airports'. ':' . , . A . tax" on'vide~assette rentals has been . ~ ~oint o'!t! where t~ey're ~ot ,~eallY a neces: ' 
lIVe.been a ~'proposed in the Legislature and is' drawing .Slty ~f life tha~ you re taxmg. . .•.. i 

tin," he said •.. ' rue .. " . ' .. '. :, ',:' '.':{;~f ,"Jace Laakso"ownerot..the Crystal The·, ' 
.. , The proposal from Sen. Dorothy Eck,\.:<'ater'in"Missoula: Said the tax"would be re· 

, 
'., 

.. Dropped were ··'D-Bozeman, calls for a wt'of S percent. .;:; gress~veandwould focus on! ~nindustrY,' 
n, overpayment .",~ Under 'the plan; shops that rent videos "'. that 1O.cludes many marginal busmesses. j 

. . 
.d dou~l~pay.~:; \, would' re~ster~th'. the .government and,"~ He ats~ said the tax 'WOUld be unconstil. 
Pa!lkey.~ a~tor •.. would. be ISSUed Idenbfication num~ers. Ev- tutional, '''because it puts an extra burden 
,sald" .. setlous <ety three'months, th~!,ould Sl1~lI11t tax re- :'(ona formoUrenpeech.",,~ ''''':" ~. :', . ; 
.?m~."of !.!hose,·portsandthemoney .. u: .~»,' . ~.l::~" ;;~' 'o',. '" .'., '~'" -: . 
utd

h
, 10 ~n tlDhter-" :'.' PrOceeds :would 'go t~ a trust fund that ,:The. :' proposal drew nearly identical crit~ . 

I e mlgh ave .. f D 'd W d h f Lol . 1 f th all helps pay for programs dealing with child : 105m';. rom I! aVI a swort 0 0, 
0. . ~. e..~ga: , ... abu~ and.,negl~, ,The fund now depends .. ;{~) Video PJaza,who is. president of Montana's " 

\.~l~f after . his"', heavilY ort ~onatlons that are made. through Ch. a.Pter . O.f ' .. t. he V Ideo Software Dealers 
! ~ guilty, of .:' a cheekoff' on' state.income-tnforms; more~~~~~~~i"'" , .." ;. ,:' ',; ':, i. 
ment:· ,...... '. ' than. 99 percent of Montan~:.~~~~~t~,._ {'·'1!.'It~~s ::~tii f~lifig 'bat ';;thislbill, .for a. 
a perfect adll11-. nothinl,through the checkoff. . ., number ~. of":' reasons. is ""very bad,"" 
lde .. some goOd;,..., Bek' said child abuse and neglect "is an >ft,. WadsWOrth" said. "I would hope that it 

, , . atea where there is a lot of need and a lot 'doesn 't become law, but if it does, it will. be 
,e,~~) :~>,: . .' ;,,;.of,possib~ties," b,:,:~.s~:.',~~.~. it is.,hard to, challenged in.court.";.,;·f. ,':., '.' ,.;:, 
".~;'~ ~.r' .~_ .. "., .. ~;1 !~'-,~:"':":·~;;-~>:::J::.I:~[~;::;··~f~~~-:·':·: ~~,.:. ','¥' "J~ ;1" .. ~~,.. ~~ 
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HOHClUBLE SENATOR , 
K)HTANA STATE OAplll'ltt"O'll"":t----
HELENA, MT. 

RE t SEN! TE' BILL 396-8111 $B396 
Impoling a taxon Rental ot Videotapes 

1. Ttl1. 11 an untair, ,diBcrimatory proposed tax on a seller or handler ot 
videotape. and entertainment for people of low income that cannot , 
afford to p81 regular admission fees at locsl theatrea, hb"e baby si ttere 
and enjoy entertainment at home with low budget inoome. 

2.' Videotapes provide an outlet for senior 01 tizenS not wishing to leave 
their home. at nilht. ' 

). Videotapes keep young people At home away from drinking in bars and 
~rlVing automobiles. 

4. Videotapes provide entertainment for inoapaeitatedindividuals in 
wheel chairs confined to home, vie'Wina. ' 

;.' Videotape! are a big source for entertainment at home tor ~all children 
'whose 1'ami18s oannot at1'ord to take them to 11 movie ,buy popcorn and run 
up a twenty dollar bill which can be ottset by a 90_ lIlov1erental video 
apd home viewing. 

Theae, are just a few of the many· instances which this proposed bill will 
tax Montana ind1v1dualn1't.miliee with unfair taxation. . . 

It appears that the revenues trom gambling and casino machine, palled by 
members or the Legi8latur~ should inelud~,moni~8 for Children', Trult Fund 
Aocounts without enacting'new State Laws to tax theBe same individuals. 

I urge :rou to look upon Senate Bill 396 as a.,eo8lsary nuisance and 
d18erimatory tax tOf' reasonl stated'·herein. Q .. J . . 

.p E~/JJwJ , 
WlIMA'nw.~~~ 
MISSOULA., MT. 

",: 

~. .. 

13 



-- s;. ',~'~TE TAXl\TION -~ TO WHOM IT MAY CONCERN: ~ - (d 
/ E';~r!3IT NO._...l-.-4~ __ ~ 

"'- We, the undersigned, hereby go on record as oppos~, the Sennte3 J:'..f~1 
.... Bill #396, which is proposed, to' plnce n 5~ scJlo!J teJ on v ltleo

L
,·, lr 

rentals. ,-. ~ 

Name (please print) Address 

f(,vv~lI(e 7i keller 

£'~ ~bbs 
~,-: 

11213 13M k lAllYi?'tJT -;z;(J!tAI:fcey4f~ 
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TO WHOM IT MAY CONCERN: 

We, the undersigned, hereby go on record as opposing the Sennte 
~ Bill #396, which is proposed, to· plnce a 5% Gilles tnx un v ideo 

rentals. . 

Name (please print) Address c·_'_·· -- -t-_·­,)1qnn 'ure 

~~'-'\ ~ h~"J,~t\ \()X' LL)s::cd la.~~ 1,,(41 1'L \ 

.)moJY1[QJY] &~ ~ (biD0+ ~~ ~l U1txC.3 

b-c. ~ (~/; ~~~]~P. ~o ~a A-~&"'!!f'~"-:: .. -_-#-~-(-.~ 
~W-6cJ:l &/r'C,...( gfi __ d_ 

I II 



TO WHOM Ir MAY CONCERN: 

We, the undersigned, hereby go on record as opposing the Senate 
Bill #396, which is proposed, to·place a 5' s~10s t~x on video 
rentals. " 

Name (please print) Address sl q IW- t u -r e 
, 

/!x11R.P 4zoQiffN,S 13 Wo In.,,} QAA L>(~/nr _ 
_ S-'=--7--'-'I4-'-'-)/'-----L-;fr:~I:}~t(-f-'-Z-----"'S"-'-I-'-?.L-&~1 /{L-..Jd-'LI/; 1;.,.) M 1..4v/ FL. mY· 



'I'O \vHOM IT MAY CONCERN: 

We, the undersigned, hereby go on record as opposing the Sennte 
Bill #396, which is proposed, to·plnce D '5' sa10G tn! un video 
rentals. 

/ 

Name (please print) Address 

/12// 4#-?7t># 

&/00"etlt'~tU /lzlt/~ 7 /v4t'l1~~/!(~.p..·7CJ~y-

----------------------------------------------------_.-----



TO \"lHOM IT MAY CONCERN: 

We, the undersigned, hereby go on record as opposing the Senate 
Bill #396, which is proposed, to place a 5' sales tax on video 
rentals. 

Name (please print) Address 

.!J-e P' (J 

b t -< -< " fit '-, L-I-i-J.I(Jt::&'w, VwC. ____ --:..;.~..1-.L:..-L~+--~-_;;.,-----"~-'<~~a..cvt:-=-l 
L,.s~ G(:t"f (J W ()Q d ._--1.L.~=>_a<.""_'__~ __ ___"=--.L-

--------------------------------------------------------------
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. Junior league 
. of Great Falls, Inc, 

February 20, 1991 

FEB .. l! 1991 

DFS 
p,o. Box 2072 Great Falls, Montana 59403 

(406) 761-8030 

". ~~. :' r 

.. TO: 3unior'"(eague of Billings Public Policy Committee 
.:',;',,'/' .::;:.,;Junior'.League·of Butte Public Policy Committee 

: "'\\""'.''o.':Junior.·League of Great Falls Public Policy Committee 
"",.';:.it;/;~~~j~~\\~fi.b~')'!,r~\Tina>~Nelson,:.,chairmanof'Montana State Council ~ 

',9t~;:~'1$\(~~~~f~r.~~;~::i'~:jtpreSi~~~t;J un i ~: .• ~~~~u~vo f/Srea t Fa . ". . 

J~;tss;~~f~r(J{:~it~'~~~ri~~i~ifP;"J1i',r:;J;\"" . i /\ ,<; .' .... •. '." 
~!;;;"'.' I .;"'received ',a phone call yesterday, February 19, 1991 from Randy 
",'Koutnik,"'the Vice Chairman of the Children's Trust Fund advising 

" 'us ';"of 'a hear i ng on Senate Si 11 396 on Tuesday, 2/26/91 at 8: 00 
:a~m. i~ ;:the· Old Supreme Court Chambers, room 325. Randy is 

,askingfof'::League and individual support on this bill. 

'.", Dorothy Eke ·of Bozeman and vice chairman of the taxation commit­
tee·is introducing bill 396 which would place a $.25 surcharge on 
all video rentals. The money gathered from this surcharge would 
go to the Children's Trust Fund to fund programs in the area of 
child ,abuse prevention. 

Randy is asking that we support the theory that child abuse and 
neglect has not fallen off and is as prevalent as ever. that the 
necessity to continue prevention programs is quite necessary. He 
is also asking that we support the concept of the surcharge. 
That the Children's Trust Fund is not saying that all persons who 
rent videos are child abusers, but that this is an economical way 
to fund the prevention programs through a public awareness cam­
paign. With more money to work with, they can fund more preven­
tion programs, and support further legislation to obtain a paid 
administrator for the CTF. The CTF's bylaws do state that admin­
istration costs ~ill never exceed 15X of the total trust fund, so 
there is not the worry that these new funds would be solely to 
pay an administrator. 

As a courtesy to Randy and the CTF, I did tell him I would pass 
this information on to you all of you. If you would like to 
attend the hearing you will need to contact Randy at the Family 

volunteers caring,., community sharing 



':' , 
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Services Offices in Helena at 444-5900. If you'd like to take a 
stand on this bill, please contact your local legislator. For 
your information the taxation committee consists of the follow­
ing: 
Chairman - Halagand - Missoula 
Vice Chair - Eke - Bozeman 
Doherty - Great Falls 

'_- Thayer ,- Great Falls 
Vaulkenberg - Missoula 
Towe --:'Billings 

Gage - Cut Bank 
Brown - Whitefish 
Harp - Kalispell 
Koehnke - Townsend 
Yellowtale --Lolo 

, -

Please call Randy with any questions or concerns . Thank you. 

cc: ~andY Koutnik 
Rep. Diana Wyatt 

••• t' ~ ;.~.'" .' -.~. • < ,: ,.:" 

.. :<;'::~f"!;Jp 

~~~" 
,'. 



WOMEN'S PLACE 
Women wor~ing together to end domestic and sexual violence 

March 8, 1991 

TO: Mike Halligan 
. Senate Taxation Committee r / 

( 'I~v FROM: 

RE: 

star Jameson 
Administrative 

Senate Bill 396 

coordinatorJ 
l 

/ 

Our organi zation provides weekI y groups for chi ldren who are 
victims of domestic violence or sexual abuse. In 1989-1990, we 
provided over 1000 hours of group work with these chi ldren, 
assisting hundreds of families confront the difficult issues which 
violence creates. 

The State of Montana received a total of $50,000 from federal funds 
to provide services to families suffering from domestic abuse in 
1989, and again in 1990. This allotment is based on population. 
It is divided among more than a dozen established services such as 
ours, and in no way meets the need of communi ties trying to 
establish new services. Other funding sources are the marriage 
certificate tax, and domestic abuse fines. Services to victims 
of domestic and sexual abuse in this state (the majority of which 
are children) are chronically and acutely underfunded. Senate Bill 
396 addresses this issue, and offers a creative and long-term 
solution. 

The cost to this State from intergenerational violence is almost 
incalculable. It's devastating effect is felt in the business 
sector, in the schools, in alcohol and drug treatment centers, in 
medical settings and in every City and County Attorney's office, 
as you well know. Stemming the tide of victimization is a costly 
and lengthy process which our tax rolls and federal funding are not 
addressing. 

Women's Place was a recipient of a Children's Trust Fund grant in 
FY '90. It provided the funds to write a much-needed booklet 
appropriate for teens about relationship violence. It enhanced our 
voluntary program of speaking in the high schools about family 
violence. Children's Trust Fund is a stable and proven entity to 
handle funds such as these. 

I urge you to pass Senate Bill 396, and help caregivers across this 
State provide the services that are so desperately needed. 

""' ........ w.o., Montana 59802 • 543,7606 
Senator Dorot y Eck 



3~ D VI 1J6 " TO WHOM IT MAr CONCERN. 

-10 u) nsend ' ~:~l~~: :~~'_\-4TIO ...... N:""---r-~ 

~
we. the undersigned. oppose the establishment of a s ctive ~ A5 

') 5' SALES TAX on video rentals as proposed in Senate • 
I I ~ " 

Name (please print) Add~ess SIgnature 



,,'1, 

TO WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
sl SALES TAX on video rentals as proposed ln Senate Bl11 #396. 

Name (please pr1nt) Address SIgnature 



T~ WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
5f SALES TAX on v1deo rentals as proposed ln Senate Bl11 #396. 

Name (please print) Addil"ess 

B..,~ (;'1 'f 
To,u/V,.<£)J D A1T 

eo 361 
yo (~17S cit"" 111 i 

Signature 



T9 WHOM IT MAY CONCERN: 

We. the underslgned. oppose the establlshment of a selectlve 
5i SALES TAX on vldeo rentals as proposed ln Senate Blll #396. 

Name (please prlnt) Add~ess Signature 



T9 WHOM IT MAY CONCERN: 

We. the underslgned. oppose the establlshment of a selectlve 5. SALES TAX on video rentals as proposed ln Senate Bl11 #396. 

Name (please prlnt) Addll'ess Signature 



TO WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
6'jSALlS TAX on v1deo rentals as proposed 1n Senate B111 #396. 

Name (please pr1nt) Address Slgnature 
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TO WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
""SAIlS ,TAX~n 'V1de9,.1:.n1;al, as proposed 1n Senate B111 #396. 

Name (please pr1nt) Address Signature 

Fy:sf~b-... 
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TO WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
Sf BALES TAX on v1deo rentals as proposed 1n Senate B1ll #396. 

Name (please pr1nt) Add~ess Signature 
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_._--_._-_._-------_._---_ .. _-
T~ WHOM IT MAY CONCERN: 

We. the unders1gned. oppose the estab11shment of a select1ve 
ItfMJAIII W~,on Y1d'.Q~,r,n1;al~ as proposed 1n Senate B111 #396 • 

Name (please pr1nt) 

( 

Address 

YO &. :{o 

I.,).) 'I ,) 31 
7L~'.:1IlJS~ IL~ IrJV' 

SIgnature 



TO WHOM IT MAY CONCERN: 

We. the undersigned. oppose the establishment of a selective 
51 SALES TAX on video rentals as proposed in Senate Bill #396. 

Name (please print) Add;ress SIgnature 

£ ,1/ 



~~t /1 TO WHOM IT MAY CONCERN: 

We. the underslgned. oppose the establlshment of a selectlve 
5% SALES TAX on vldeo rentals as Pfoposed ln Senate Bl11 #396. 

Name (please prlnt) Add;ress SIgnature 
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'1'0 I'JHOM l'r MAY CONCERN: 



'1'0 WHOM l'r MAY CONCERN: 

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



VII "eoruary 29, 1991 Barbara Eck, a representative 
from Bozeman lntroduced Senate Bill '396 which would 
a~ryoa SI SAL~S TAX on every video rental. It is in 

_ . ur best lnterests to fight passage of this bill 
ltl ~Vt:LtW;l'lY",,"r rSF? ". _,.. 

TO WHOM IT MAY CONCEHN~ 

We, the undersigned, hereby go on record as opposing the Senate 
Bill '396, which is proposed, to place a 5% sales tax on video 
rentals. 

Name (please print) Address Signature 
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