Business and Personal Taxes

Corporation Income Ta
Driver’s License Feeq
Estate Tax|

Individual Income Taxl

[nsurance Tax & License Fee
[nvestment License Fea
[Lodging Ta

Motor Vehicle Feea

Public Contractors Ta§|
Railroad Car Ta

Rental Car Sales Taxl

T'elecommunications Excise TaxI
Vehicle Tax

wwwleg mitgov/css fiscal




Legislative Fiscal Division
Revenue Estimate Profile
Corporation Income Tax

Revenue Description: The corporation income tax is a license fee levied against a corporation's net income earned in
Montana. The corporation income tax is imposed on corporations that, for reasons of jurisdiction, are not taxable under a license
tax. Factors that affect corporation income tax receipts include tax credits and the audit efforts by the Department of Revenue.
As with individual income tax, all tax liability is adjusted for allowable credits.

Statutory Reference:

Tax Rate (MCA) — 15-31-121,

Tax Distribution (MCA) — 15-31-121

Date Due — by the 15" day of the fifth month following the close of the corporate fiscal year (15-31-111, 15-31-502).
Estimated taxes due April 15, June 15", September 15", and December 15" (15-31-502).

Applicable Tax Rate(s): The tax rate is 6.75%, except for corporations making a "water's edge" election (see 15-31-322,
MCA), who pay a 7.0% tax on their net income.

Distribution: Beginning FY 2006, all corporation tax revenue is distributed to the general fund.
Distribution Chart:

Total Corporation Income Tax Revenue

Y

General Fund

Collection Frequency: Monthly, Quarterly, and Annually

% of Total General Fund Revenue:

FY 2004 — 4.90% FY 2007 - 9.67% FY 2010 - 5.40%
FY 2005 - 6.42% FY 2008 - 8.17%
FY 2006 —9.00% FY 2009 —9.20%

Revenue Estimate Methodology:

Data

The data used to develop the estimates for the corporation income tax are provided by the Department of Revenue (DOR), the
state accounting system (SABHRS), and IHS. The DOR provides corporation data from the corporation income tax return series
that include total corporation income, Montana allocation information, and the Montana tax liability. The return series is dated
information since corporations are allowed up to 10.5 months after the end of the tax year to file the return. The DOR also
provides a series based on the corporation income tax payment data. This series provides more timely data and includes
individual corporation payment by type (estimated, tentative, return, refund, audit). SABHRS provides historic fiscal year data
of total collections, current year payments, estimated payments, audits and penalty and interest, and refunds.

Several steps must be taken prior to analysis of the corporation income tax data. The corporation tax estimate for the estimated
period is calculated using the DOR payment data series. Upon receipt of the data series, the data is sorted by filing period.
Next, the data is broken into three parts, taxpayers with tax liabilities greater than or equal to $100,000 annually (based on a
three year average), taxpayers with liabilities less than $100,000, and taxpayers who pay the minimum tax of $50. Finally, the
large taxpayer data is disaggregated based on the industrial sector of the corporation. The data is then evaluated and adjusted
when needed. If the data acceptably matches the SABHRS data, then the analysis process can begin.
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In recent years, the DOR has provided more detailed corporation tax data, leading to the formulation of this new corporation tax
methodology. First introduced and adopted by the 59™ Legislature, this methodology has expanded with time. The concept
involves measuring the growth of each individual industrial sector for the economic impacts expected in the upcoming years.
Unfortunately, because of the limited number of tax year observations in the data set, development of growth rates with
economic models related to historic trends and patterns is not possible. Instead, and until enough data is available, growth rates
developed by IHS and through related analysis performed by the LFD for other tax revenue sources necessarily replaces the
development of growth rates.

Analysis
The corporation income tax exhibits high levels of variability in collections. Collection patterns show that current tax payments

often originate in a previous year. Included in fiscal year data are late payments, audit payments, and refunds. The data often
includes payment for tax periods more than 20 years in the past. These activities promote misinterpretation of how high, or low
as the case may be, Montana corporate profitability is in any given tax year. A simple review of SABHRS data will not
distinguish the many anomalies of the data, and may lead to the adoption of incorrect assumptions. The approach developed for
the corporation estimate employs DOR corporation tax payment data to make future estimates as accurate as possible. By
disaggregating the data based on corporate industrial sector, specific components of the corporate landscape can be analyzed,
measured, and forecast individually with industrial sector projections.

Many corporate entities in Montana do not demonstrate profitability behavior like national corporations. For example, financial
corporations lag the nation in profitability, and Montana’s large natural resource base is as volatile as the commodity prices,
affecting the payments of oil and gas, energy, mining, and timber corporations. To reflect the peculiar corporate profitability
exhibited in Montana, the estimates of corporation tax payments are created through a detailed study of tax payments by
industry. To ensure that proper growth is assessed to each industrial sector, the payment data of the high liability corporate tax
payers is separated by industry and growth rates are established for each of the industrial sectors. The figure below shows each
of the sectors that were developed in this process, it significance to total corporation tax collections, the source of the growth
rates used in the estimates, and the rates used in the estimates. The table also includes a category for each small businesses and
minimum taxpayers.

Corporation Sector Analysis
% Total Growth Factors
Base
Industrial Year
Sectors Taxes Source of Growth Measure 2010 2011 2012 2013

BoxStore 5.4% IHS-Change in Real Gross State Product, Retail Sales 1.86% 1.88% 2.53% 2.21%
Financial 14.1% IHS-Change in Real Gross State Product, Financial 3.10% 2.88% 3.24% 2.93%
Food 6.3% IHS-Change in Real Gross State Product, Retail Sales 1.86% 1.88% 2.53% 2.21%
Health 3.3% IHS-Change in Real Gross State Product, Healthcare & Ed 3.16% 2.94% 3.46% 2.75%
Mining 10.2% LFD-Change in Metal Mines Value -5.35% 19.54% 10.75% -1.63%
OilGas 9.4% IHS-Change in West Texax Oil Price 25.39% 6.63% 7.97% 4.32%
Railroad 4.8% LFD-Change in MT Fleet Value 23.97%  -19.84% 2.97% 3.40%
TelCom 1.6% LFD-Change in Telecom Proxy -3.58% -0.61% 0.43% 0.58%
Timber 0.0% No Growth 0.00% 0.00% 0.00% 0.00%
Energy 7.4% LFD-Change in MT Electrical Energy Production -9.02% 5.73% 0.62% 1.22%
AllOther 8.5% IHS-Change in Before Tax Corporation Profitability -1.24% 34.45% 3.02% 3.26%
Small Biz 27.2% IHS-Change in Real Gross State Product, Retail Sales 3.10% 2.88% 3.24% 2.93%
Minimum 1.6% No Growth 0.00% 0.00% 0.00% 0.00%

Assumptions

e  Box Store — The box store sector includes large retail stores in Montana and represents 5.4% of the total corporate tax
liability. Box stores have grown in relative importance in the corporate tax base, as more stores locate in the state.
These businesses are assumed to follow the trend for retail sales in the state. To project future box store liability, a
growth rate is developed by measuring the change of the real value of retail sales in the Montana economy as projected
by IHS.

e Financial — The financial sector is the second largest sector estimated in this methodology, with 14.1% of the
corporation tax liability. This sector includes banks, bank holding corporations, and companies involved in investment
activities. The financial sector is not expected to continue the same double digit rates of growth, demonstrated in past
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years, but instead will experience a significantly slower rate of growth in the years of this analysis. The factor used to
project future financial sector tax payment is the real change in the IHS projections of the financial sector, as calculated
in the estimate of the Montana gross state product.

e Food — The food sector, which accounts for 6.3% of corporation tax liability, includes corporations that produce and
transport food products. The food sector has increased in recent years, and is expected to continue to demonstrate slow
growth over the next three years. To project future food sector liability, a growth rate is developed that measures the
change in the value of the real value of retail sales in the Montana economy as projected by IHS.

e Health — The health sector includes corporations involved in healthcare, nursing, and the manufacture of
pharmaceuticals and is responsible for almost 3.3% of the corporation tax liability. The liability of the sector has
experienced significant growth in recent years and is expected to continue growing at a slow pace through the analysis
period. The factor used to project future health sector liabilities is the change in the value of the real value of
healthcare and educational sector in the Montana economy, as projected by IHS.

e Mining —Montana’s mining sector, consisting of 10.2% of total tax liability corporations, has gained new life in recent
years as the price of almost all mineral commodities such as silver, gold, palladium, and copper has increased. The
industry is expected to experience declining profitability in the current year followed by significant growth in the later
years of analysis, with increasing values in minerals. The factor used to project future tax liability of this sector is the
change mining Montana metal mine gross value, as tracked and projected by the Legislative Fiscal Division (LFD).

e  Oil & Natural Gas — The oil and natural gas sector has experienced significant variability in corporate profitability over
the past several years, but still accounts for 9.4% of the total tax year liabilities. The outlook on the price of crude oil is
expected to continue to increase throughout the biennium, providing higher profits for oil producers. This assumption
drives the estimate for future tax liabilities of oil and gas corporations. The factor used to measure the growth in
corporate tax liability for oil and gas companies is the change in the West Texas price for oil, as projected by IHS.

e Railroad — The railroad industry is responsible for 4.8% of Montana’s corporation tax liability. The industry has
demonstrated significant growth in recent years, but in future years is expected to resume a more normal pattern. The
factor used to project the future tax liability of the rail industry is the change in the Montana allocation of railcar value,
as projected by the LFD for the railcar tax.

e  Telecom — The telecom industry, comprising 1.6% of the total corporation tax liability, includes telecommunications
and internet technology companies. In Montana, the relative importance of the industrial tax liability of the telecom
sector has declined recently and is expected to continue declining in the near future, with modest growth projected in
2012 and 2013. The growth factor used to project the tax liability of the telecom sector is the change in the proxy of
taxable telecom receipts, as developed by the LFD in the estimate for the telecom tax.

e Timber — The timber sector in Montana has declined significantly in the past several years. The recession and
slowdowns in the housing and construction sectors of the economy are assumed to have had a direct impact on the
corporate tax liability of the timber industry in Montana. Relative to the many questions surrounding the near future of
the construction industry (and the associated impacts on the timber industry) and the appearance that the tax liabilities
have already adjusted for the decline in activity, the LFD projects no growth for the tax liability of the sector.

e Energy — Energy corporations include corporations that produce and transmit electric and gas to consumers. In the
past, energy corporations where among the largest corporations in the state. In more recent times, the tax liabilities of
energy corporations have diminished. However, the energy sector has regained some significance, as demonstrated by
its contribution of 7.4% of the total corporation tax liability. While the tax liabilities of the sector are expected to
decline in 2010, the sector is expected to become more profitable in the 2011 through 2013 tax years. The factor used
to project future tax liability growth is the change in energy production, as estimated by the LFD for the electrical
energy tax.

e  All Other — Making up 8.5% of the total tax liabilities reported in the corporate tax, the all other sector includes the
large corporations whose industrial sectors are varied. Included in this sector are construction, information technology,
and professional businesses, just to name a few. This sector is assumed to more closely follow the national corporation
profitability model. The growth factor used to project future tax liabilities in this sector is the change in U.S. pretax
corporation taxes, as projected by IHS.

e  Small Business (Biz) — The small business sector consists of corporate entities from all industrial sectors and has
average tax liabilities between $50 and $100,000. This “sector” has the greatest amount of overall tax liability, 27.2%.
Many of the corporations in this sector are thought to operate solely in Montana. Consequently, the growth factor used
for the small business sector is developed from the change of the real value of retail sales in the Montana economy as
projected by IHS.
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e  Minimum — The minimum paying corporations, accounting for just 1.6% of corporation tax liabilities, are assumed to
include corporations that are new start-ups, corporations who have experienced net operating losses, and small
businesses. With consideration of the volatility of this sector, no growth rate is applied to the base year tax liabilities.

To develop the estimate for the corporation income tax, the sector growth rate is applied to the most recent tax year collections,
2009. The base year of 2009 is assumed to represent the most complete year of actual payments. The industrial sectors are then
summed to provide an estimate for the tax year corporation tax liabilities. Because the industrial sector estimates are based on a
tax year analysis, but are paid in a state fiscal year, payment timing must be taken into consideration. Analysis shows that the
payments made in any given state fiscal year are made of the tax liability of the numerous previous tax years. Estimated tax
payments made in the first half of the fiscal year are assumed to be payments for the liabilities of the previous tax year and
payments in the second half of the fiscal year are assumed to be liabilities of the current tax year. Audits and refunds are
generally assumed to be corrections to tax liabilities of the prior year. When calculated, the analysis suggests that 5% of the
payments in the current fiscal year occur from liabilities of two years previous, 53% of the fiscal year payments are from tax
liabilities of one year previous, and 42% of the payments are related to the current year’s tax liability. When the percentages of
each tax year are combined, the resulting value is the fiscal year gross corporate tax liability.

Gross Corporation Tax Liability
(by industrial sector and tax year)
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2006 2007 2008 2009 2010 2011 2012 2013
Tax Year
Sector 2006 2007 2008 2009 2010 2011 2012 2013
(millions)
BoxStore $7.203 $9.276 $7.305 $6.042 $6.154 $6.270 $6.428 $6.570
Financial 30.390 24.011 22.286 15.684 16.171 16.636 17.175 17.679
Food 5.829 7.442 8.891 6.966 7.095 7.229 7.412 7.575
Health 2.440 4.654 4.640 3.716 3.833 3.946 4.082 4.195
Mining 8.072 3.632 2.276 11.378 10.769 12.872 14.256 14.024
OilGas 37.143 40.012 39.890 10.469 13.127 13.997 15.113 15.766
Railroad 6.702 8.136 10.029 5.335 6.614 5.302 5.459 5.645
TelCom 3.990 3.771 2.202 1.795 1.731 1.721 1.728 1.738
Timber 2.636 0.946 0.210 0.044 0.044 0.044 0.044 0.044
Energy 11.623 16.754 13.072 8.183 7.444 7.871 7.920 8.016
AllOther 12.401 15.795 12.408 9.482 9.364 12.590 12.971 13.393
Small Business 44 .426 44.533 39.298 30.240 31.177 32.075 33.115 34.085
Minimum 0.644 0.945 2.909 1.773 1.773 1.773 1.773 1.773

Revenue & Transportation Interim Committee 28 LFD Revenue Estimates Nov. 19, 2010



Legislative Fiscal Division
Revenue Estimate Profile
Corporation Income Tax

Adjustment and Distribution

After the estimate for the fiscal year gross corporation tax liability is complete, several adjustments are required. The
adjustments include:

PY (Prior Year) Adjustments — The payment data indicates that in any fiscal year, payments are received from multiple prior
years, with in some cases payments going back as many as 20 years. The prior year adjustments are thought to make up an
average of 15% of the total fiscal year payments. These payment values may consist of amendments made by corporations and
audits made by the Department of Revenue (DOR) and would not be reflected in the growth methodology of the payment data.

Refunds — In the analysis for the 2013 biennium corporate tax payments, refund data was not included in the industrial sector
growth analysis. The LFD believes that the refund data provided by the DOR, particularly in FY 2009 and FY 2010, containa
net operating loss carry back (NOL) refunds. The refund data provided by the department does not include an indicator of NOL
in the refund data set, making it impossible to distinguish between normal and NOL refund activity. Incorporating NOL refunds
to the tax year data would inappropriately and negatively affect the prior year tax liabilities for as many as three years, the period
of time included in the NOL tax law provisions.

Bonus Depreciation — The bonus depreciation provisions of The Economic Stimulus Act of 2008 allows taxpayers to accelerate
the depreciation on certain qualified property. Because the state tax system is tied to the federal system, this provision is thought
to impact the corporation income tax revenue. The bonus depreciation provisions are expected to impact total corporation tax
collections through the 2013 biennium.

Insure Montana Credit Reimbursement — Beginning in FY 2010, the DOR adjusted the corporation tax account for the refund of
the insure Montana credit. It is assumed that the credit reimbursement will continue, while at a slightly lower lever, through the
2013 biennium. Because the reimbursement does not appear in the payment data, used to drive the estimate for the corporation
income tax, the reimbursement will necessarily be shown as an adjustment in future years.

Pass Through Entity Credit — The DOR has included certain pass through entities in the corporation tax for the past several
years. Since, the department decided that the entities should have been included in the Individual Income tax. Consequently, the
total liability of corporation taxpayers is overstated by $4.5 million.
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Forecast Methodology:

Summed by Each Sector for Current
Calendar Year

Sector Liability Liability Growth
Box Stores  Railroad Box Stores  Railroad
Financial Telecom Financial Telecom
Food Timber X Food Timber
Health Energy Health Energy
Mining All Other Mining All Other
Oil & Gas Small Business Oil & Gas Small Business
Minimum Minimum

Summed by Each Sector for Current -1
Calendar Year

X Pass Bonus
hroug] Deprec.,,
Sector Liability Liability Growth 2%
Box Stores  Railroad Box Stores  Railroad
Financial Telecom Financial Telecom Gross Fiscal Total
El?:ljth E:‘et;;; X ;ZZ(Ijth E:::g; X | s53% Year + Adjustments = Corporation
Mining All Other Mining All Other Liabilities Tax Revenue
Oil & Gas Small Business Qil & Gas Small Business
Minimum Minimum 50
Prior
X Year
Summed by Each Sector for Current -2
Calendar Year
Sector Liability Liability Growth
Box Stores  Railroad Box Stores  Railroad
Financial Telecom Financial Telecom
Food Timber X Food Timber
Health Energy Health Energy
Mining All Other Mining All Other
Oil & Gas Small Business Oil & Gas Small Business
Minimum Minimum
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Revenue Estimate Assumptions:

Insure MT  Pass Through

Bonus Credit Entity
t Total Tax GF Tax US Profits Tax Depreciation Refund Adjustment
Fiscal Millions Millions Billions Rate Millions Millions Millions

Actual 2000 99.088867 90.682672  793.675000 0.067500

Actual 2001 103.670487 103.670487  755.025000 0.067500

Actual 2002 68.173253 68.173253  689.325000 0.067500

Actual 2003 44.137518 44.137518  837.375000 0.067500

Actual 2004 67.722940 67.722940 1063.525000 0.067500

Actual 2005 98.213716 98.213716 1435.850000 0.067500

Actual 2006  153.675068 153.675068 1755.750000 0.067500

Actual 2007  177.503707 177.503707 1794.475000 0.067500

Actual 2008  160.341786 160.341786 1614.875000 0.067500

Actual 2009  166.354514 166.354514 1163.450000 0.067500  (2.618017) 0.000000 0.000000
Actual 2010 87.900911 87.900911 1619.675000 0.067500  (3.619759) 3.523764 0.000000
Forecast 2011 103.320000  103.320000 1777.133750 0.067500 0.708452 1.167367 (4.459000)
Forecast 2012  123.315000 123.315000 1860.246750 0.067500 0.968184 1.200624 (4.459000)
Forecast 2013 128.179000 128.179000 1879.837250 0.067500 1.410454 1.234829 (4.459000)

t BoxStore Financial Food Health Mining OilGas Railroad
Cal Millions Millions Millions Millions Millions Millions Millions

Actual 2000

Actual 2001

Actual 2002

Actual 2003

Actual 2004

Actual 2005

Actual 2006

Actual 2007

Actual 2008

Actual 2009 6.041600 15.684373 6.965806 3.715683 11.377778 10.468851 5.335000

Actual 2010 6.153974 16.170589 7.095370 3.833099 10.768572 13.126892 6.613713
Forecast 2011 6.269668 16.636302 7.228763 3.945792 12.872254 13.997205 5.301553
Forecast 2012 6.428291 17.175318 7.411650 4.082316 14.255991 15.112782 5.459072
Forecast 2013 6.570356 17.678555 7.575448 4.194580 14.024006 15.765654 5.644713
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PY
t TelCom Timber Energy AllOther  SmallBusiness Minimum  Adjustment
Cal Millions Millions Millions Millions Millions Millions Millions
Actual 2000
Actual 2001
Actual 2002
Actual 2003
Actual 2004
Actual 2005
Actual 2006
Actual 2007
Actual 2008
Actual 2009 1.795481 0.043640 8.182686 9.481919 30.240019 1.772627 36.202631
Actual 2010 1.731206 0.043640 7.444303 9.364343 31.177460 1.772627 17.437594
Forecast 2011 1.720662 0.043640 7.871085 12.590360 32.075371 1.772627 18.500751
Forecast 2012 1.728119 0.043640 7.919802 12.970588 33.114613 1.772627 19.279577
Forecast 2013 1.738143 0.043640 8.016380 13.393430 34.084871 1.772627 19.737477
Refunds
Cal Millions
Actual 2000
Actual 2001
Actual 2002
Actual 2003
Actual 2004
Actual 2005
Actual 2006
Actual 2007
Actual 2008
Actual 2009  (19.881362)
Actual 2010 (37.121182)
Forecast 2011  (30.636741)
Forecast 2012  (17.811942)
Forecast 2013  (18.234985)

Total Tax = ((BoxStore + Financial + Food + Health + Mining + OilGas + Railroad + TelCom + Energy
+ AllOther + SmallBusiness + Minimum) * (5%-t-2, 53%-t-1, 42%-t)

+ Prior Year + Bonus + Insure MT Credit + Pass Through Entity + Refunds

GF Tax = Total Tax
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Revenue Projection:

Total General Fund GF
Fiscal Collections Collections Percent
Year Millions Millions Change
A 1989  56.139749  46.152627 Not App.
A 1990  80.315504  67.087905 45.36%
A 1991  70.784279  56.006784 -16.52%
A 1992  57.682672  47.027797 -16.03%
A 1993  85.054483  70.003987 48.86%
A 1994  68.871909  53.996713 -22.87%
A 1995 75519940  57.425136 6.35%
A 1996 75761891  59.336677 3.33%
A 1997  81.999138  64.078549 7.99%
A 1998  77.928498  69.724680 8.81%
A 1999  89.624560  80.142416 14.94%
A 2000 99.088867  90.682672 13.15%
A 2001 103.670487 103.670487 14.32%
A 2002 68.173253  68.173253 -34.24%
A 2003  44.137518  44.137518 -35.26%
A 2004  67.722940  67.722940 53.44%
A 2005 98.213716  98.213716 45.02%
A 2006 153.675068 153.675068 56.47%
A 2007 177.503707 177.503707 15.51%
A 2008 160.341786 160.341786 -9.67%
A 2009 166.354514 166.354514 3.75%
A 2010 87.900911 87.900911 -47.16%
F 2011 103.320000 103.320000 17.54%
F 2012 123.315000 123.315000 19.35%
F 2013 128.179000 128.179000 3.94%

Millions of Dollars
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Corporation Income Tax

989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

Fiscal Year

—&—Total —®— General Fund

Data Source(s): SABHRS, IHS, Department of Revenue

Contacts: Department of Revenue
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Revenue Description: A resident of Montana must have a valid driver's license to operate a motor vehicle on any highway
in the state. A driver's license is issued only if the applicant passes specified examinations and pays fees. The fees are collected
by Department of Justice, Motor Vehicle Division staff or county treasurers and are forwarded to the state treasurer for deposit.
If collected by the county treasurers, a portion is retained by the county. The estimates shown in this source are net of revenue
retained by the counties. The fees included in this source are from regular driver’s licenses, commercial driver’s licenses,
motorcycle endorsements, duplicate driver’s licenses, and renewal notices. Between October 1, 1995 and October 1, 1999, one-
half of the licenses issued for those between the ages of 21 and 67 were 4-year licenses and one-half were 8-year licenses.
Drivers outside these age brackets were assigned driver’s licenses with terms which depend on how many years the driver was
less than 21 or less than 75 years old. Between October 1, 1999 and July 1, 2005, all licenses for those 21-67 years of age were
valid for 8 years. With the enactment of House Bill 192 by the 2005 Legislature, commercial licenses are valid for 5 years.

Statutory Reference:
Tax Rates (MCA) — Duplicate license (61-5-114), all others (61-5-111(6))
Tax Distribution (MCA) — 61-5-121
Date Due — upon application

Applicable Tax Rate(s): Driver’s license fees are:

e driver's license, except a commercial driver's license - $5.00 per year or fraction of a year
e motorcycle endorsement - $0.50 per year or fraction of a year
e commercial driver's licenses (includes the basic license fee of $5.00):
o interstate - $10.00 per year or fraction of a year
o intrastate - $8.50 per year or fraction of a year
e  duplicate license - $10.00
e renewal notice - $0.50

Distribution: The distribution of license fee revenue varies by the type of license and who collects the fee. The table shows
the current statutory distribution. Note: the portion allocated to counties applies only when the county collects the fee.
Otherwise, the county allocation is added to the general fund distribution.

Distribution of Driver's License Fees
Commercial

Driver's Replacement Motorcycle Driver's Renewal

Allocation License License Endorsement License Notice
County or State General Fund 2.50% 3.75% 3.34% 2.50% 0.00%
Motorcycle Safety Account 0.00% 0.00% 63.46% 0.00% 0.00%
Traffic Education Account 20.70% 8.75% 0.00% 16.94% 0.00%
State General Fund (remainder) 76.80% 87.50% 33.20% 80.56%  100.00%
Total 100.00% 100.00% 100.00% 100.00%  100.00%
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Distribution Chart:

License Renewal

Notice Fee
100.0%
80.56% General 33.2%
Fund
76.8% 87.5%
20.7% SSR 8.75%
Driver's License > Traffic 2 Relr_)ilggsgéent
Education
\ /
Commercial Motorcycle
License Endorsement

L
Only if fees are collected
by the county. To state
general fund otherwise.

Motorcycle
Safety

Collection Frequency: Monthly

% of Total General Fund Revenue:

FY 2004 - 0.22% FY 2007 - 0.25%
FY 2005 - 0.22% FY 2008 — 0.20%
FY 2006 — 0.22% FY 2009 - 0.19%

FY 2010 -0.26%

Revenue Estimate Methodology:

Deriving an estimate of driver’s license revenue is a matter of determining an estimate for the number of each of the six various
licenses/fees. Once determined, each number can be multiplied by the applicable fee and the resulting products added together
to obtain the total revenue estimate. Since the number of licenses depends on the number of drivers, an estimate of the number
of people in the driving age bracket is also used in determining the estimate. As the distribution chart above shows, a portion of
the revenue is collected and retained at the county level. Therefore, these revenue estimates only show the state’s portion.
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Data

There are six different sources of revenue - five different driver’s licenses and the renewal notice. The best source of data for the

number of licenses and the renewal notice is contained in the history of revenue collections for each of these six items. This

information is readily available from the state accounting system (SABHRS) which records revenue from each source separately.
By knowing the actual revenue collected from a specific fee and the amount of the fee, the number of licenses can be calculated.
To adjust for population, population estimates for Montana are used.

Analysis
The methodology used to determine the number of each license/fee differs slightly:

1.

W

The proxy numbers for driver’s and motorcycle licenses are derived by multiplying the population estimate for those 16
years or older for each year by: a) for FY 2011 and FY 2013, the ratio between the number of licenses in FY 2009 and
the population for the previous year; and b) for FY 2012, the ratio between the number of licenses in FY 2010 and the
population for the previous year.

For duplicate licenses, the proxy number is derived by multiplying the number of driver’s licenses by the previous
year’s ratio between the number of duplicates and drivers licenses. Because the driver’s license proxy includes the
effects of population change, these effects are also included in the proxy for duplicate licenses.

The proxies for the number of interstate and intrastate licenses are the amounts from the last known fiscal year.

To approximate the number of renewal notices, the ratio between the previous years’ number of notices to the proxy
number of licenses is multiplied by the estimated number of licenses. Since the license proxy includes the effects of
population change, these effects are also included in the proxy for renewal notices.

Based on historical percentages, amounts retained by the counties are calculated and subtracted from the total revenue
to derive the state’s portion.

If necessary, adjustments are made; usually based on legislation enacted the previous legislative session. For example, the
renewal notice was first authorized in October 2003 and, so, was in effect for 2/3 of FY 2004. Using FY 2003 actual
collections required an adjustment to reflect a full year’s revenue so future years could be estimated. Once the proxies for
the numbers of various licenses are estimated, the revenue from each can be derived by multiplying the number by the
applicable fee. The amount from each license is then summed and the portion retained by the counties subtracted.

Proxy - Number of Driver's Licenses
0.160
0.140
0.120
0.100
0.080
0.060
0.040
0.020
0.000

Licenses (millions)

Fiscal Year

—&— Licenses —— Duplicates —&— Motorcycle —<— Interstate —%— Intrastate —@— Renewall

Adjustments and Distribution

Once the proxy number for each license has been estimated, adjustments, if any, are made. After any adjustments, the applicable
distribution percentage of the revenue for each license fee is applied (see the “Distribution” section).
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Forecast Methodology:
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Revenue Estimate Assumptions:

GF Fee GF Fee GF Fee GF Fee GF Fee
t Total Fee GF Fee Licenses Duplicates Cycle Commercial Renewal
Fiscal Millions Millions Millions Millions Millions Millions Millions

Actual 2000 3.835971 2.333182 0.000000 0.000000 0.000000 0.000000 0.000000
Actual 2001 3.062533 1.895595 0.000000 0.000000 0.000000 0.000000 0.000000
Actual 2002 4.172805 2.580000 0.000000 0.000000 0.000000 0.000000 0.000000
Actual 2003 3.420939 2.119499 0.000000 0.000000 0.000000 0.000000 0.000000
Actual 2004 4.894628 3.021405 2.223535 0.190100 0.013429 0.410261 0.049367
Actual 2005 5.562399 3.373220 2.557249 0.215769 0.016279 0.401181 0.064446
Actual 2006 4.872301 3.828459 3.071570 0.307108 0.011524 0.345884 0.057787
Actual 2007 5.746668 4.608614 3.653530 0.282065 0.016848 0.438941 0.070596
Actual 2008 4.845324 3.865872 3.037471 0.284708 0.013000 0.376844 0.057969
Actual 2009 4.325848 3.478285 2.778156 0.287760 0.012426 0.313644 0.053759
Actual 2010 5.166061 4.156003 3.314779 0.278180 0.017563 0.430265 0.065238
Forecast 2011 4.440000 3.561000 2.825883 0.237155 0.012640 0.430265 0.055616
Forecast 2012 5.202000 4.166000 3.369764 0.282794 0.017854 0.430265 0.066320
Forecast 2013 4.503000 3.612000 2.871694 0.240994 0.012845 0.430265 0.056518

License
Count t Proxy Proxy Proxy Proxy Proxy Proxy
Millions  Fiscal Licenses Duplicates Cycle Interstate Intrastate Renewal

Actual 2000 0.110658 0.025272 0.010240 0.007801 0.002477 0.000000
Actual 2001 0.080396 0.024359 0.006932 0.006961 0.002210 0.000000
Actual 2002 0.108432 0.028832 0.010405 0.010579 0.003359 0.000000
Actual 2003 0.089124 0.034501 0.007652 0.008641 0.000722 0.000000
Actual 2004 0.101997 0.030416 0.010112 0.009739 0.001115 0.098734
Actual 2005 0.117305 0.034523 0.012258 0.009390 0.001281 0.128892
Actual 2006 0.099986 0.035098 0.008678 0.007737 0.001000 0.115574
Actual 2007 0.118930 0.032236 0.012687 0.009635 0.001485 0.141192
Actual 2008 0.098876 0.032538 0.009789 0.008356 0.001176 0.115938
Actual 2009 0.088420 0.031929 0.008741 0.006709 0.001073 0.107518
Actual 2010 0.105499 0.030866 0.012355 0.009371 0.001275 0.130476
Forecast 2011 0.089939 0.026314 0.008892 0.009371 0.001275 0.111232
Forecast 2012 0.107249 0.031378 0.012560 0.009371 0.001275 0.132640
Forecast 2013 0.091397 0.026740 0.009036 0.009371 0.001275 0.113035
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GF Fee t Proxy Proxy Proxy Proxy Proxy Proxy
Ratein § Fiscal Licenses Duplicates Cycle Interstate Intrastate Renewal

Actual 2000

Actual 2001

Actual 2002

Actual 2003

Actual 2004 21.800000 6.250000 1.328000 39.000000 27.300000 0.500000

Actual 2005 21.800000 6.250000 1.328000 39.000000 27.300000 0.500000

Actual 2006 30.720000 8.750000 1.328000 40.280000 34.238000 0.500000

Actual 2007 30.720000 8.750000 1.328000 40.280000 34.238000 0.500000

Actual 2008 30.720000 8.750000 1.328000 40.280000 34.238000 0.500000

Actual 2009 31.420000 9.012500 1.421520 41.155000 34.981750 0.500000

Actual 2010 31.420000 9.012500 1.421520 41.155000 34.981750 0.500000
Forecast 2011 31.420000 9.012500 1.421520 41.155000 34.981750 0.500000
Forecast 2012 31.420000 9.012500 1.421520 41.155000 34981750 0.500000
Forecast 2013 31.420000 9.012500 1.421520 41.155000 34.981750 0.500000

Total Fee t Proxy Proxy Proxy Proxy Proxy Proxy
Ratein § Fiscal Licenses Duplicates Cycle Interstate Intrastate Renewal
Actual 2000 30.0000 5.0000 3.7500 37.5000 26.2500 0.0000
Actual 2001 32.0000 5.0000 4.0000 40.0000 28.0000 0.0000
Actual 2002 32.0000 5.0000 4.0000 40.0000 28.0000 0.0000
Actual 2003 32.0000 5.0000 4.0000 40.0000 28.0000 0.0000
Actual 2004 40.0000 10.0000 4.0000 40.0000 28.0000 0.5000
Actual 2005 40.0000 10.0000 4.0000 40.0000 28.0000 0.5000
Actual 2006 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Actual 2007 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Actual 2008 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Actual 2009 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Actual 2010 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Forecast 2011 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Forecast 2012 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000
Forecast 2013 40.0000 10.0000 4.0000 50.0000 42.5000 0.5000

Total Fee = Licenses x Fee + Duplicates x Fee + Cycle x Fee + Interstate x Fee + Intrastate x Fee
+ Renewal x Fee

GF Fee = Licenses x GF Fee + Duplicates x GF Fee + Cycle x GF Fee + Interstate x GF Fee
+Intrastate x GF Fee + Renewal x GF Fee
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Revenue Projection:

Total General Fund GF
Fiscal Collections Collections Percent
Year Millions Millions Change
A 1989 1.934339 0.788321 Not App.
A 1990 2.065777 0.862954 9.47%
A 1991 2.114827 0.882589 2.28%
A 1992 3.091645 1.775859 101.21%
A 1993 3.043986 1.693173 -4.66%
A 1994 3.151465 1.855408 9.58%
A 1995 3.259640 2.184202 17.72%
A 1996 4.525185 2.574068 17.85%
A 1997 5.033910 2.953533 14.74%
A 1998 4.824378 2.827707 -4.26%
A 1999 5.491612 3.233718 14.36%
A 2000 3.835971 2.333182 -27.85%
A 2001 3.062533 1.895595 -18.75%
A 2002 4.172805 2.580000 36.11%
A 2003 3.420939 2.119499 -17.85%
A 2004 4.894628 3.021405 42.55%
A 2005 5.562399 3.373220 11.64%
A 2006 4.872301 3.828459 13.50%
A 2007 5.746668 4.608614 20.38%
A 2008 4.845324 3.865872 -16.12%
A 2009 4.325848 3.478285 -10.03%
A 2010 5.166061 4.156003 19.48%
F 2011 4.440000 3.561000 -14.32%
F 2012 5.202000 4.166000 16.99%
F 2013 4.503000 3.612000 -13.30%

Millions of Dollars

Driver's License Fee

1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

Fiscal Year

—&—Total —@— General Fund

Data Source(s): SABHRS, Department of Administration, County Treasurer Offices

Contacts: Department of Justice
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Revenue Description: Since 1980, revenues from inheritance taxes have fluctuated because of federal and state law
changes, changes in wealth, changes in the death rate of the population, accounting procedures, and the processing of large
estates. Due to passage of Legislative Referendum 116 by the electorate in November 2000, the state inheritance tax was
repealed. The tax had been imposed on the transfer of any decedent's property, interest in property, or income from property
within the state, to any other person or corporation except a surviving spouse, child or lineal descendant, stepchild, or
governmental or charitable organization. Although the referendum was effective immediately, it applied to deaths occurring
after December 31, 2000. Thus, inheritance tax revenue will continue to produce revenue, but the amount of revenue will
decrease each year. In addition to the inheritance tax, the state receives a credit from the federal estate tax based on the value of
Montana property transferred to estates at the time of death. The Montana estate tax is equal to the maximum estate tax credit
allowed under federal estate tax law.

Congress passed the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) which scheduled a step down
approach to the repeal of the federal estate tax. Provisions of the act included the elimination of the state estate tax credit, the
source of Montana’s estate tax revenue. The estate tax credit of those who died in 2002, 2003, and 2004 was reduced by 25%
per each year until 2005 when the credit equaled zero. Many years may pass before the time that estates are finally settled and
the taxes of the estates are paid, and estate tax revenues collected by the state are expected to become insignificant. Federal
estate tax laws will return to a pre-EGTRRA level for deaths occurring in 2011 and forward if Congress does not take further
action to make the repeal of the tax permanent.

Statutory Reference:
Tax Rate (MCA) — 72-16-905

Tax Distribution (MCA) — 17-2-124(2), 72-16-1003
Date Due — 18 months after death (72-16-909)

Applicable Tax Rate(s): The estate tax is equal to the maximum estate tax credit allowed under federal estate tax law.

Distribution: All proceeds are deposited into the general fund.

Distribution Chart:

General Fund

100%
Collection Frequency: Monthly
% of Total General Fund Revenue:
FY 2004 — 0.83% FY 2007 — 0.05% FY 2010 -0.01%
FY 2005 -0.27% FY 2008 — 0.01%
FY 2006 — 0.10% FY 2009 —0.01%
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Revenue Estimate Methodology:

Potential Reoccurrence of the Federal Estate Tax

The provisions of the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) were designed to be temporary
unless Congress took action to extend the tax revisions. As of the date of this writing, no such action has been taken.
Consequently, it is assumed that the federal estate tax will return in the pre-EGTRRA form. Congress is expected to take up
actions on the sunset of the EGTRRA when it returns in November 2010. There are many changes that could be made to the
provisions of the federal estate tax, but what they will include is currently unknown.

Data

To create the estate tax projection, data are supplied by the Department of Revenue (DOR) and the state accounting system
(SABHRS). The DOR provides the details of fiscal year tax filers on individual estates. SABHRS data provides aggregate
historic collections of the estate tax.

To prepare fiscal year data from DOR for analysis, several steps must occur. First, the data is separated based on the
individual’s year of death. This is a necessary step because the estate tax laws are imposed based on the year of death. Next, all
new and prior year data is combined by year of death, and that data is sorted based on total tax payment. For the estate tax
analysis, the tax filers who do not owe estate tax are ignored.

Analysis
The LFD has estimated the estate tax for the 2013 biennium. Because the state credit to the federal estate tax was effectively

eliminated in 2005, no recent data exists and the estimates are based on data from 2002, the year that most closely mirrored the
pre-EGTRRA tax provisions. The LFD assumes that the exemptions on the decedent’s taxable estate value will be $1 million'
and the top tax rate for taxable estates will be 55%.

Future collections of the estate tax are developed with a complex system of averaging. First, a ratio of taxpayers to deaths is
created. The product of that ratio is then adjusted in recognition of the changes in the laws governing the “death” taxes. Next,
the average tax paid by taxpayer is calculated. When those quantities are multiplied, the result is the expected estate taxes for
the given year of death. The figure above shows the number of taxpayers and the average tax as calculated with this
methodology.

Estate Tax

700 $18

600 $16

500 $14

$12

400 $10
2300 58 o
g 200 6 9

S 100 $2

0 $0

Fiscal Year

I Taxpayers == Average Tax (thousandsofdollars) —&—FY Payments

' Prior to the EGTRRA, Congress had passed legislation that increased the exemptions on the decedent’s taxable estate value to $1 million, and that condition
will exist if the tax should reoccur.
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Finally, payments of the estate tax are distributed across the years based on federal tax provisions which require the estate tax to
be filed within 9 months of death. A six month extension is available on the taxpayers request, however the Internal Revenue
Service requires the requesting estates to estimate the tax due and pay the estimated amount.

Because of the uncertainty related to the future state tax credit provisions of the federal estate tax, no estate tax estimate has been
included for the 2013 biennium. The Revenue and Transportation Interim Committee will be asked to make a determination of
whether or not to include this estimate. The LFD projections for the estate tax are $1.53 million in FY 2011, $7.67 million in FY
2012, and $12.36 million in FY 2013.

Forecast Methodology:

Estates Owing
Tax - Current
Calendar Year

Moving
Average of
MT Deaths

Calendar Year

) X | Deaths - Current

Number of Montana

Average Tax
X Due

X

% Paid
Each Year

Summed over Total Estate Tax
two years | Revenue for

Fiscal Year

Revenue Estimate Assumptions:

t Total Tax GF Tax Annual

Fiscal Millions Millions Growth
Actual 2000 19.038785 19.038785 0.040275
Actual 2001 20.285642 20.285642 0.065490
Actual 2002 13.816144 13.816144 -0.318920
Actual 2003 13.305983 13.305983 -0.036925
Actual 2004 11.431103 11.431103 -0.140905
Actual 2005 4.190613 4.190613 -0.633403
Actual 2006 1.773169 1.773169 -0.576871
Actual 2007 0.838865 0.838865 -0.526912
Actual 2008 0.122148 0.122148 -0.854389
Actual 2009 0.217097 0.217097 0.777328
Actual 2010 0.090544 0.090544 -0.582933
Forecast 2011 0.005000 0.005000 -0.940946
Forecast 2012 0.000000 0.000000 -1.000000
Forecast 2013 0.000000 0.000000 0.000000

Total Tax = Previous Fiscal Total Tax x (1 + Annual Growth)
GF Tax = Total Tax
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Revenue Projection:
Total General Fund GF
Fiscal Collections Collections Percent EState Tax
Year Millions Millions Change 5

A 1989  10.091548  10.091548  Not App.
A 1990  9.049129  9.049129 -10.33%
A 1991 9339854  9.339854 3.21%
A 1992 11.338204  11.338204 21.40% 20
A 1993 12.869460  12.869460 13.51%
A 1994  10.885745  10.885745 -15.41%
A 1995  15.382449  15.382449 41.31%
A 1996 15404110  15.404110 0.14% |, 15 |
A 1997  14.562382  14.562382 -5.46% ’:f
A 1998  15.726605  15.726605 7.99% |2
A 1999 18301680  18.301680 1637% | 2
A 2000 19.038785  19.038785 4.03% |2
A 2001 20285642  20.285642 655% |2 ']
A 2002 13.816144  13.816144 -31.89%
A 2003 13.305983  13.305983 -3.69%
A 2004 11.431103  11.431103 -14.09%
A 2005  4.190613  4.190613 -63.34% 51
A 2006 1.773169 1.773169 -57.69%
A 2007  0.838865  0.838865 -52.69%
A 2008  0.122148  0.122148 -85.44%
A 2009 0217097  0.217097 77.73% . |
? 581(1) 88(9)2(5)33 88(9)2(5)33 -;Ziz?’f 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

. . - R 0
F 2012 0.000000  0.000000  -100.00% Fiscal Year
F 2013 0.000000  0.00000  Not App. —¢ Total 7@ General Fund

Data Source(s): SABHRS

Contacts: Department of Revenue
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Revenue Description: The tax is levied against taxable income, which is defined as Montana personal income adjusted for
exemptions and deductions. Once tax liability is determined, the amount of tax due is computed by subtracting allowable
credits.

Statutory Reference:

Tax Rate (MCA) — 15-30-2103, 15-30-2104, 15-30-2105

Tax Distribution (MCA) — 17-2-124(2)

Date Due — 15" day of the fourth month of the filer’s fiscal year (15-30-2604). Withholding taxes are due monthly,
quarterly, or on an accelerated schedule depending on income (15-30-2504). Estimated taxes are due on the 15" day of
the 4™, 6", and 9" month and the month following the close of the tax year.

Applicable Tax Rate(s): Tax rates vary from 1.0% to 6.9%, depending on the level of taxable income. Tax brackets,
personal exemption amounts, and the standard deduction are adjusted for inflation each year. SB 407, enacted by the 2003
Legislature, created a new capital gains income tax credit. As a result, the tax rate on capital gains income was less than the tax
rate on ordinary income by 1% in tax years 2005 and 2006, and by 2% in tax year 2007 and beyond.

Distribution: All proceeds are deposited into the general fund.

Distribution Chart:

Total Individual Income Tax Revenue

v

General Fund

Collection Frequency: Withholding and estimated taxes are collected monthly, bi-weekly, and weekly.

% of Total General Fund Revenue:

FY 2004 —43.82% FY 2007 —45.04% FY 2010 —-44.12%
FY 2005 -46.13% FY 2008 —44.17%
FY 2006 —45.01% FY 2009 —45.09%

Revenue Estimate Methodology:

Data

There are three kinds of data required to make forecasts of individual income tax revenue: historical individual income tax return
data; state and national historical data on income, inflation, employment, and other economic variables; and forecasts of
economic activity that determine income and deductions.

Actual individual income tax return data is supplied annually by the Department of Revenue (DOR). This data is usually
available in November and is for the prior tax year. It includes line-by-line tax return information for each state income taxpayer
(except those that have been removed because of the existence of certain federal information).

The historical information on type of income, inflation rates, employment and other economic variables is available from
individual income tax returns, Bureau of Economic Analysis, Bureau of Labor Statistics, [HS and MA. THS and MA provide
forecasts of a wide variety of state and national economic variables that are used to assess overall state and national economic
activity. These data are used to produce future growth rates for each income and deduction item, as explained in the
methodology section below.
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Analysis
An individual income tax simulation model is used to forecast Montana calendar year individual income tax liability for all

residents. These forecasts are converted to fiscal year liability and are adjusted for audits, legislative impacts and one-time
events. The model includes the effects of SB 407, which changed the individual income tax system in Montana and was passed
by the 2003 legislature. This legislation collapsed 10 tax brackets with a top tax rate of 11% into a system of 7 tax brackets with
a top rate of 6.9%, and limited the deductibility of federal taxes paid to $5,000 for single taxpayers and $10,000 for married
taxpayers.

The calendar year state tax liability forecast is developed by applying growth rates to each resident taxpayer’s income and
deduction items. The latest year for which tax return data is available is tax year 2009; therefore, growth rates must be
formulated for tax years 2010 through 2013 and applied to each taxpayer’s 2009 tax return data. The result is a forecast of
calendar year state individual income tax liability for each resident, the sum of which produces a statewide forecast of individual
income tax liability for each year.

The statewide forecast of resident liability is multiplied by an all-filers percentage to include the tax liability for nonresidents and
partial-year residents. In tax year 2009, the tax liability of nonresidents and part-time residents amounted to 5.4% of resident
filers’ liability. Next, the all-filers calendar year tax liability is adjusted by the expected growth in the number of taxpayers.
This results in a forecast of total calendar year individual income tax liability before credits. An estimate of allowable credits is
deducted, producing a calendar year individual income tax liability for each future year.

Fiscal Year Conversion
The calendar year liabilities are converted to fiscal year liabilities by summing 50% of the prior calendar year’s liability with
50% of the current calendar year tax liability.

Audits and Other Assumptions

After fiscal year liabilities are determined, growth rates between fiscal years are calculated; these growth rates are applied to the
adjusted base year (FY 2010) collections of individual income tax. Adjustments include subtracting out audit and other unusual
collections, as well as accounting for legislative impacts.

Audit and Other Assumptions (Millions)
Fiscal Year
2011 2012 2013
Audits, Penalties and Interest 30.832 33.251 35.526
Excess Refunds in FY 2010 (11.457)
Pass-Through Entity Adjustment 4.459 4.459 4.459
Insure Montana Credit 0.800 0.800 0.800
Legislation Impacts 1.218 (0.480) (1.384)
Depreciation Bonus (0.396) 0.942 0.639
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Growth Rates
The table below contains the growth rates used to forecast calendar years 2010 through 2013 individual income and deduction
items:

Income Tax Growth Rates 2010 - 2013
Calendar Year
2010 2011 2012 2013
Full Year Resident Returns (Annual) -0.58% 0.38% 1.30% 1.17%
Full Year Resident Returns (Cumulative) 0.9942 0.9980 1.0110 1.0228
Inflation State 1.05% 1.71% 1.88% 1.98%
Inflation Federal 0.19% 1.72% 1.42% 1.80%
INCOME:
Wages and salaries 2.30% 3.57% 4.33% 4.10%
Interest income -17.33% -3.52% 4.83% 20.34%
Dividend income -0.96% 26.81% 2.49% 2.71%
Taxable refunds 4.76% 4.55% 4.35% 4.17%
Alimony received 5.94% 5.94% 5.94% 5.94%
Net business income -2.67% 3.73% 4.29% 2.35%
Capital gains 17.77%  33.47%  3525% 11.42%
Supplemental gains -9.15% -8.10% -4.72% -3.51%
IRA distributions 8.47% 5.83% 7.48% 6.81%
Taxable pensions 4.72% 5.63% 6.29% 6.29%
Rents, royalties, etc. 3.76% 3.60% 3.43% 3.47%
Farm income -10.02% -4.50% 3.08% 3.52%
Unemployment compensation -25.00%  -25.00% 0.00% 0.00%
Taxable soc. sec. 10.10% 4.73% 2.23% 3.34%
Other income 0.00% 0.00% 0.00% 0.00%
ADJUSTMENTS:
Educator expenses 2.53% 2.53% 2.53% 2.53%
Business expenses 0.00% 0.00% 0.00% 0.00%
Health SA deduction 12.00% 10.00% 9.00% 8.00%
Moving expenses 0.00% 0.00% 0.00% 0.00%
One-half self-employment tax -0.12% -0.12% -0.12% -0.12%
Self-employed SEP, SIMPLE, and qual. plans -4.55% -4.55% -4.55% -4.55%
Self-employed health insurance deduction 1.67% 1.67% 1.67% 1.67%
Penalty on early withdrawl of savings 0.00% 0.00% 0.00% 0.00%
Alimony paid 1.40% 1.40% 1.40% 1.40%
IRA deduction -0.83% -0.83% -0.83% -0.83%
Student loan interest deduction 4.97% 4.97% 4.97% 4.97%
Tuition and fees 100.00% 0.00% 0.00% 0.00%
Domestic production activites deduction 0.00% 0.00% 0.00% 0.00%
Federal write ins 0.00% 0.00% 0.00% 0.00%
Federal write-in adjustments 0.00% 0.00% 0.00% 0.00%
ADDITIONS:
Interest on local govt. bonds 8.57% 6.02% -7.01%  -18.84%
Dividends not included in FAGI 0.00% 0.00% 0.00% 0.00%
Federal income tax refunds -2.04% -2.04% -2.04% -2.04%
Recoveries of amounts deducted in earlier years 0.00% 0.00% 0.00% 0.00%
Additions to federal taxable social security or railroad retirement 3.45% 3.45% 3.45% 3.45%
Allocation of compensation to spouse 0.00% 0.00% 0.00% 0.00%
Medical savings account nonqualified withdrawls 0.00% 0.00% 0.00% 0.00%
First-time homebuyer's account nonqualified withdrawls 0.00% 0.00% 0.00% 0.00%
Farm and ranch risk management account taxable distributions 0.00% 0.00% 0.00% 0.00%
Dependent care assistance credit adjustment 0.00% 0.00% 0.00% 0.00%
Smaller federal estate and trust taxable distributions 0.00% 0.00% 0.00% 0.00%
Federal net operating loss carryover 0.00% 0.00% 0.00% 0.00%
Federal taxes paid by your S. corporation 0.00% 0.00% 0.00% 0.00%
Title plant depreciation 0.00% 0.00% 0.00% 0.00%
Premiums for Insure MT SB health 10.00% 10.00% 10.00% 10.00%
Other additions 0.00% 0.00% 0.00% 0.00%
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Income Tax Growth Rates 2010 - 2013

Political Contributions

14.34%

Calendar Year
2010 2011 2012 2013
REDUCTIONS:
Exclusion for savings bonds -6.84% -8.56%  26.00%  36.42%
Exempt tribal income 10.16% 10.16% 10.16% 10.16%
Unemployment income 64.45%  64.45% 4.43% 4.43%
Exempt worker's comp benefits 0.00% 0.00% 0.00% 0.00%
Capital gains from small business investment companies 0.00% 0.00% 0.00% 0.00%
State tax refunds included in federal AGI 13.18% 13.18% 13.18% 13.18%
Recoveries of amounts deducted in earlier years 0.00% 0.00% 0.00% 0.00%
Exempt active duty military salary 3.32% 3.32% 3.32% 3.32%
Nonresident exempt military income 0.00% 0.00% 0.00% 0.00%
Exempt life insurance premiums reimbursement (National Guard) 0.00% 0.00% 0.00% 0.00%
Exempt retirement disability income (under age 65) 0.00% 0.00% 0.00% 0.00%
Exempt tip income 11.16% 11.16% 11.16% 11.16%
Exempt income of child taxed to parent 0.00% 0.00% 0.00% 0.00%
Exempt health insurance premiums taxed to employee 0.00% 0.00% 0.00% 0.00%
Health Care Prof. Loan Pmt Excl 0.00% 0.00% 0.00% 0.00%
Medical savings account excl. 4.77% 4.77% 4.77% 4.77%
First-time homebuyers acct. excl. 0.30% 0.30% 0.30% 0.30%
Family education account excl. 3.29% 3.29% 3.29% 3.29%
Farm risk management account 0.00% 0.00% 0.00% 0.00%
Subtraction to federal taxable social security/Tier 1 railroad retirement 12.82% 12.82% 12.82% 12.82%
Subtraction for federal taxable Tier II railroad retirement 5.23% 5.23% 5.23% 5.23%
Subtraction for spouse filing joint return: passive loss carryover 1500.00% 0.00% 0.00% 0.00%
Subtraction for spouse filing joint return: capital loss adjustment 4.31% 4.31% 4.31% 4.31%
Allocation of compensation to spouse -9.97% -9.97% -9.97% -9.97%
Montana net operation loss carryover 0.00% 0.00% 0.00% 0.00%
40% capital gain exclusion (Montana) 0.00% 0.00% 0.00% 0.00%
Business expense of recycled material 25.08%  25.08%  25.08%  25.08%
Sales of land to beginning farmers 0.00% 0.00% 0.00% 0.00%
Larger federal estate and trust taxable distributions 0.00% 0.00% 0.00% 0.00%
Wage deduction reduced by federal targeted jobs credit 56.84%  56.84%  56.84%  56.84%
Certain gains recognized by liquidating corporation 0.00% 0.00% 0.00% 0.00%
Other subtractions 3.79% 3.79% 3.79% 3.79%
TAX ITEMS:
Montana tax withheld 2.30% 3.57% 4.33% 4.10%
Payments of estimated tax 3.90% 10.16% 10.72% 7.07%
ITEMIZED DEDUCTIONS:
Deductible medical expenses 6.26% 6.26% 6.26% 6.26%
Medical insurance premiums 6.61% 6.61% 6.61% 6.61%
Long-term care insurance premiums 8.28% 8.28% 8.28% 8.28%
Balance of federal tax 8.46% 8.46% 8.46% 8.46%
Additional federal tax 15.06% 15.06% 15.06% 15.06%
Real estate taxes 5.07% 5.07% 5.07% 5.07%
Personal property taxes 2.23% 2.23% 2.23% 2.23%
Local income taxes 0.00% 0.00% 0.00% 0.00%
Other deductible taxes 4.82% 4.82% 4.82% 4.82%
Home mortgage interest 6.22% 6.22% 6.22% 6.22%
NR Home mortgage interest 9.42% 9.42% 9.42% 9.42%
Home mortgage interest points 0.00% 0.00% 0.00% 0.00%
Home mortgage interest premiums 0.00% 0.00% 0.00% 0.00%
Deductible investment interest 2.37% 2.37% 2.37% 2.37%
Contributions by cash or check 9.79% 9.79% 9.79% 9.79%
Contributions other than cash or check -5.60% -5.60% -5.60% -5.60%
Contributions carryover 7.01% 7.01% 7.01% 7.01%
Child/dependent care expenses 0.19% 0.19% 0.19% 0.19%
Casualty and theft losses 6.69% 6.69% 6.69% 6.69%
Tier I - Miscellaneous 5.34% 5.34% 5.34% 5.34%
Tier II - Miscellaneous 26.79%  26.79%  26.79% = 26.79%
14.34% 14.34%

14.34%

dpotig it fte
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The forecast of individual income tax collections is shown in the table below:

Income Tax Forecast (Millions)
Fiscal Year Amount Change
Fiscal Year 2011 $ 738.761 2.92%
Fiscal Year 2012 $ 781.891 5.84%
Fiscal Year 2013 $ 825.591 5.59%
Forecast Methodology:
Back Year/
- Amended
Collection;
i Adjusted Total Individual
Fiscal Year X Actuajlillz:se 1+ Audit + Legislative & I T
Growth Rate Fiscal Collections Special Adjustments : ncome Lax
isca Revenue
Fiscal Year Conversion:
Total Tax Total Tax
Liability for ngve:r‘s‘*l‘f; Liability for szffjr‘;i;
Previous X Fact + Current X Factor
Calendar Year actor Calendar Year

?

Tax Return Tax Return

Exemptions,

Growth
Rate

Tax Return
Income

Growth
Rate

Deductions,

Rate
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Revenue Estimate Assumptions:

Depreciation Other
t Total Tax GF Tax Legislation Bonus Adjustements
Fiscal Millions Millions Millions Millions Millions
Actual 2004  605.582309 605.582309 0.000000 -1.750000 0.000000
Actual 2005  707.343333 707.343333 0.000000 -0.537000 0.000000
Actual 2006  768.922343 768.922343 0.000000 0.000000 0.000000
Actual 2007  827.145498 827.145498 0.000000 0.000000 0.000000
Actual 2008  866.658538 866.658538 0.000000 0.000000 0.000000
Actual 2009  815.138193 815.138193 0.000000 -0.821712 0.000000
Actual 2010  717.834371 717.834371 0.000000 -1.788357 0.829059
Forecast 2011  738.760983 738.760983 1.218156 -0.395820 6.476856
Forecast 2012  781.891417 781.891417 -0.480364 0.942135 4.778336
Forecast 2013  825.590910 825.590910 -1.384170 0.639428 3.874530
Total Tax GF Tax Depreciation Other
t Annual Annual Legislation Bonus Adjustement
Fiscal Percent Percent Percent Millions Percent
Actual 2004
Actual 2005 16.8038% 16.8038% NA NA NA
Actual 2006 8.7057% 8.7057% NA NA NA
Actual 2007 7.5720% 7.5720% NA NA NA
Actual 2008 4.7770% 4.7770% NA NA NA
Actual 2009 -5.9447% -5.9447% NA NA NA
Actual 2010 -11.9371% -11.9371% NA NA NA
Forecast 2011 2.9152% 2.9152% NA NA NA
Forecast 2012 5.8382% 5.8382% NA NA NA
Forecast 2013 5.5889% 5.5889% NA NA NA
Total Total Collections less Excess Refund
t Liability Liability Aud & XS Refund Percent Adjustment Audits Audits
Fiscal Millions Percent Millions Percent Millions Millions Percent
Actual 2004  584.731416 577.409850 0.000000 29.922459
Actual 2005  646.512784 10.5658% 670.640182 16.1463% 0.000000 37.240151 24.4555%
Actual 2006  700.956671 8.4212% 746.178752 11.2637% 0.000000 22.743591 -38.9272%
Actual 2007  760.263762 8.4609% 801.670373 7.4368% 0.000000 25.475125 12.0101%
Actual 2008  774.577614 1.8827% 836.021885 4.2850% 0.000000 30.636653 20.2611%
Actual 2009  720.908838 -6.9288% 781.216524 -6.5555% 0.000000 34.743381 13.4046%
Actual 2010  689.706050 -4.3283% 672.042947 -13.9748%  -11.457290 35.293432 1.5832%
Forecast 2011  720.294621 4.4350% 701.848051 4.4350% 0.000000 30.831901 -12.6413%
Forecast 2012  762.439760 5.8511% 742.913883 5.8511% 0.000000 33.251463 7.8476%
Forecast 2013  806.185836 5.7376% 785.539310 5.7376% 0.000000 35.525800 6.8398%
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Resident Population Homeowner All Other All Filers All Filers
t Liability Adjustment Credit Credits Multiplier Liability
Cal. Millions Percent Millions Millions Percent Millions
Actual 2004  620.964952 1.000000 12.193124 26.461813 1.072926  627.594505
Actual 2005  652.487295 1.000000 11.580412 31.606041 1.086025  665.431062
Actual 2006  731.492513 1.000000 10.726021 41.553492 1.078291  736.482280
Actual 2007  771.627088 1.000000 9.810626 38.110913 1.078198  784.045244
Actual 2008  741.689091 1.000000 10.396463 38.218814 1.097124  765.109983
Actual 2009  687.750625 1.000000 10.315870 37.625847 1.053651  676.707693
Forecast 2010  704.625598 0.994238 10.315870 39.029172 1.073489  702.704408
Forecast 2011  737.314047 0.998017 10.315870 41.728707 1.073489  737.642087
Forecast 2012  776.045554 1.011022 10.315870 44.948120 1.073489  786.729143
Forecast 2013  804.184049 1.022839 10.315870 47.306355 1.073489  825.349081
Resident Population Homeowner All Other All Filers All Filers
Liability Adjustment Credit Credits Multiplier Liability
Cal. Percent Percent Percent Percent Percent Percent
Actual 2004
Actual 2005 5.0763% 0.0000% -5.0251% 19.4402% 1.2209% 6.0288%
Actual 2006 12.1083% 0.0000% -7.3779% 31.4733% -0.7121% 10.6775%
Actual 2007 5.4867% 0.0000% -8.5343% -8.2847% -0.0086% 6.4581%
Actual 2008 -3.8799% 0.0000% 5.9715% 0.2831% 1.7554% -2.4151%
Actual 2009 -7.2724% 0.0000% -0.7752% -1.5515% -3.9625% -11.5542%
Forecast 2010 2.4536% -0.5762% 0.0000% 3.7297% 1.8828% 3.8416%
Forecast 2011 4.6391% 0.3801% 0.0000% 6.9167% 0.0000% 4.9719%
Forecast 2012 5.2531% 1.3030% 0.0000% 7.7151% 0.0000% 6.6546%
Forecast 2013 3.6259% 1.1688% 0.0000% 5.2466% 0.0000% 4.9089%
t Wages Annual Interest Annual Dividends Annual Fed Inflation
Cal. Millions Growth Millions Growth Millions Growth Growth
Actual 2004 10,209.868547 411.888867 379.386080 2.2807%
Actual 2005 10,840.673693 6.1784% 480.087683 16.5576%  463.027085 22.0464% 2.3028%
Actual 2006 11,779.591544 8.6611% 636.780024 32.6383%  521.733730 12.6789% 3.1068%
Actual 2007 12,669.893871 7.5580% 756.825601 18.8520%  619.818662 18.7998% 3.9037%
Actual 2008 13,352.105062 5.3845% 674.052607 -10.9369%  592.113015 -4.4700% 2.2871%
Actual 2009 13,136.979081 -1.6112% 519.760266 -22.8903%  462.423006 -21.9029% 4.2624%
Forecast 2010 13,439.369547 2.3018% 429.698428 -17.3276%  457.964225 -0.9642% 0.1860%
Forecast 2011 13,919.153214 3.5700% 414.585871 -3.5170%  580.735767 26.8081% 1.7221%
Forecast 2012 14,522.408552 4.3340% 434.593122 4.8258%  595.215369 2.4933% 1.4213%
Forecast 2013 15,117.776498 4.0997% 522.982300 20.3384%  611.330579 2.7075% 1.7990%
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Business Capital Supplemental
t Income Annual Gains Annual Gains Annual State Inflation
Cal. Millions Growth Millions Growth Millions Growth Growth
Actual 2004  680.789997 1,193.177168 69.724283 3.2662%
Actual 2005  749.587514 10.1055% 1,554.054359 30.2451% 77.631349 11.3405% 2.5303%
Actual 2006  785.303056 4.7647% 2,006.020579 29.0830% 67.793383 -12.6727% 4.3188%
Actual 2007  762.060275 -2.9597% 2,088.578896 4.1155% 66.366623 -2.1046% 2.6870%
Actual 2008  701.307208 -7.9722% 1,337.809696 -35.9464% 56.735447 -14.5121% 5.0218%
Actual 2009  648.186972 -7.5745% 912.040530 -31.8258% 19.035494 -66.4487% -1.4268%
Forecast 2010  630.905658 -2.6661% 1,074.090955 17.7679% 17.294582 -9.1456% 1.0533%
Forecast 2011  654.428509 3.7284% 1,433.535542 33.4650% 15.893769 -8.0997% 1.7117%
Forecast 2012  682.501540 4.2897% 1,938.806121 35.2465% 15.143652 -4.7196% 1.8814%
Forecast 2013  698.510010 2.3456% 2,160.217925 11.4200% 14.612099 -3.5101% 1.9828%
Rents, Royalties Farm Income Social
t S-Corps Annual Gains Annual Security Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 1,283.270778 -139.623058 305.542493
Actual 2005 1,704.629493 32.8347% -125.935382 -9.8033%  359.184070 17.5562%
Actual 2006 1,944.998907 14.1010% -176.145427 39.8697%  434.517972 20.9736%
Actual 2007 1,976.847413 1.6375% -155.988767 -11.4432%  508.636749 17.0577%
Actual 2008 1,735.147210 -12.2265% -210.130661 34.7088%  527.626179 3.7334%
Actual 2009 1,508.400268 -13.0679% -183.602398 -12.6247%  540.620199 2.4627%
Forecast 2010 1,565.152029 3.7624% -165.197983 -10.0241%  595.249536 10.1049%
Forecast 2011 1,621.532029 3.6022% -157.763453 -4.5004%  623.384786 4.7266%
Forecast 2012 1,677.167714 3.4311% -162.618744 3.0776%  637.287695 2.2302%
Forecast 2013 1,735.319367 3.4673% -168.343973 3.5206%  658.558054 3.3376%
IRA Pension Other
Income Annual Income Annual Income Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004  271.069295 1,146.454816 -78.401984
Actual 2005  308.394240 13.7695% 1,216.408584 6.1017% -70.992520 -9.4506%
Actual 2006  339.908795 10.2189% 1,317.954258 8.3480% -49.247766 -30.6296%
Actual 2007  396.198583 16.5603% 1,416.590262 7.4840%  214.365529  -535.2797%
Actual 2008  451.708587 14.0107% 1,509.033462 6.5258% 2.641357 -98.7678%
Actual 2009  396.729060 -12.1715% 1,567.181125 3.8533% -24.918435 -1043.3952%
Forecast 2010  430.339816 8.4720% 1,641.095297 4.7164% -62.445123 150.5981%
Forecast 2011  455.413424 5.8265% 1,733.482437 5.6296% -89.000382 42.5258%
Forecast 2012 489.499340 7.4846% 1,842.530305 6.2907% -82.729116 -7.0463%
Forecast 2013  522.812307 6.8055% 1,958.497043 6.2939% -76.407097 -7.6418%
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Total IRA, Etc Fed Adjusted
t Income Annual Reductions Annual Gross Income Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 15,733.147282 322.437719 15,410.709563
Actual 2005 17,556.750168 11.5908% 367.926583 14.1078% 17,188.823585 11.5382%
Actual 2006 19,609.209055 11.6904% 389.094958 5.7534% 19,220.114097 11.8175%
Actual 2007 21,320.193697 8.7254% 427.199652 9.7932% 20,892.994045 8.7038%
Actual 2008 20,730.149169 -2.7675% 417.743804 -2.2134% 20,312.405365 -2.7789%
Actual 2009 19,502.835168 -5.9204% 378.735106 -9.3379% 19,124.100062 -5.8501%
Forecast 2010 20,053.516968 2.8236% 397.328333 4.9093% 19,656.188635 2.7823%
Forecast 2011 21,205.381511 5.7440% 400.756225 0.8627% 20,804.625286 5.8426%
Forecast 2012 22,589.805550 6.5286% 404.368139 0.9013% 22,185.437412 6.6370%
Forecast 2013 23,755.865111 5.1619% 408.120298 0.9279% 23,347.744813 5.2391%
Bond FIT Other
Interest Annual Refunds Annual Additions Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 47.870779 271.610536 205.778955
Actual 2005 47.838094 -0.0683% 252.492445 -7.0388%  153.779954 -25.2693%
Actual 2006 71.964993 50.4345% 147.708240 -41.4999%  326.647706 112.4124%
Actual 2007 79.868372 10.9823% 146.327719 -0.9346%  324.513661 -0.6533%
Actual 2008 94.380505 18.1701% 122.652586 -16.1795%  315.525014 -2.7699%
Actual 2009 98.132079 3.9749% 122.976647 0.2642%  395.449003 25.3305%
Forecast 2010  106.537366 8.5653% 120.461827 -2.0450%  396.576723 0.2852%
Forecast 2011 112.956170 6.0249% 117.998435 -2.0450%  397.519714 0.2378%
Forecast 2012  105.036283 -7.0115% 115.585418 -2.0450%  398.531961 0.2546%
Forecast 2013 85.248065 -18.8394% 113.221746 -2.0450%  399.619525 0.2729%
Farm Risk Int. Exc. Savings
Mgmt Excl. Annual Elderly Annual Bond Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 0.009694 NA 37.998529 43.523775
Actual 2005 0.000000 -100.0000% 38.040881 0.1115% 49.152173 12.9318%
Actual 2006 0.000000 NA 43.447193 14.2118% 67.566360 37.4636%
Actual 2007 0.000000 NA 47.408013 9.1164% 76.997436 13.9582%
Actual 2008 0.000000 NA 47.947546 1.1381% 51.862384 -32.6440%
Actual 2009 0.000000 NA 42.954600 -10.4134% 37.421242 -27.8451%
Forecast 2010 0.000000 NA 41.191337 -4.1049% 34.863395 -6.8353%
Forecast 2011 0.000000 NA 41.240778 0.1200% 31.879689 -8.5583%
Forecast 2012 0.000000 NA 42.375789 2.7522% 40.169007 26.0019%
Forecast 2013 0.000000 NA 43.614092 2.9222% 54.797419 36.4172%
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Med. Family
t  Unemployment Annual Savings Annual Education Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 67.368156 13.876118 7.474032
Actual 2005 56.427479 -16.2401% 14.351849 3.4284% 6.984276 -6.5528%
Actual 2006 58.694074 4.0168% 15.790740 10.0258% 7.515336 7.6037%
Actual 2007 62.871680 7.1176% 16.637763 5.3640% 8.008773 6.5657%
Actual 2008 99.748626 58.6543% 16.967593 1.9824% 6.854175 -14.4167%
Actual 2009  169.813215 70.2412% 17.483938 3.0431% 6.592192 -3.8222%
Forecast 2010  279.253978 64.4477% 18.317706 4.7688% 6.809228 3.2923%
Forecast 2011  459.226828 64.4477% 19.191235 4.7688% 7.033410 3.2923%
Forecast 2012  479.568712 4.4296% 20.106420 4.7688% 7.264973 3.2923%
Forecast 2013  500.811659 4.4296% 21.065248 4.7688% 7.504159 3.2923%
First Time Doctor Student Other
t Home Annual Loan Excl. Annual Reductions Annual
Cal Millions Growth Millions Growth Millions Growth
Actual 2004 0.866326 0.330155 585.906558
Actual 2005 0.732091 -15.4947% 0.258197 -21.7952%  656.586579 12.0634%
Actual 2006 0.587253 -19.7842% 0.250626 -2.9323%  784.246528 19.4430%
Actual 2007 0.538547 -8.2939% 0.256554 2.3653%  855.990665 9.1482%
Actual 2008 0.538398 -0.0277% 0.294799 14.9072%  909.106558 6.2052%
Actual 2009 0.710124 31.8957% 0.370976 25.8403% 1,039.805458 14.3766%
Forecast 2010 0.712235 0.2972% 0.370976 0.0000% 1,115.515260 7.2812%
Forecast 2011 0.714351 0.2972% 0.370976 0.0000% 1,188.783050 6.5681%
Forecast 2012 0.716474 0.2972% 0.370976 0.0000% 1,269.989657 6.8311%
Forecast 2013 0.718604 0.2972% 0.370976 0.0000% 1,360.097276 7.0951%
Reductions to Reductions Additions to Additions ~ MT Adjusted MAGI
t Income Annual Income Annual Gross Income Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004  924.792643 525.260270 15,011.177190
Actual 2005  953.276861 3.0801% 548.256931 4.3781% 16,783.803655 11.8087%
Actual 2006 1,107.147070 16.1412% 546.320939 -0.3531% 18,659.287966 11.1744%
Actual 2007 1,195.607426 7.9899% 526.752233 -3.5819% 20,224.138852 8.3864%
Actual 2008 1,084.834135 -9.2650% 532.558105 1.1022% 19,760.129335 -2.2943%
Actual 2009 1,271.487021 17.2057% 616.806180 15.8195% 18,469.419221 -6.5319%
Forecast 2010 1,449.033549 13.9637% 623.575917 1.0975% 18,830.731003 1.9563%
Forecast 2011 1,700.166128 17.3310% 628.474319 0.7855% 19,732.933477 4.7911%
Forecast 2012 1,810.921246 6.5144% 619.153661 -1.4831% 20,993.669826 6.3890%
Forecast 2013 1,937.861182 7.0097% 598.089336 -3.4021% 22,007.972968 4.8315%
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Medical Medical Long Term
t Premiums Annual Deductions Annual Care Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004  251.763151 258.564236 18.472371
Actual 2005  266.946118 6.0307% 273.368945 5.7257% 19.124533 3.5305%
Actual 2006  304.942061 14.2336% 274.060275 0.2529% 21.552299 12.6945%
Actual 2007  314.537194 3.1465% 287.408401 4.8705% 24.551454 13.9157%
Actual 2008  328.606170 4.4729% 309.033065 7.5240% 26.552393 8.1500%
Actual 2009  345.055072 5.0057% 307.848323 -0.3834% 26.195277 -1.3449%
Forecast 2010  367.864130 6.6103% 327.123997 6.2614% 28.364113 8.2795%
Forecast 2011  392.180928 6.6103% 347.606602 6.2614% 30.712518 8.2795%
Forecast 2012  418.105130 6.6103% 369.371708 6.2614% 33.255358 8.2795%
Forecast 2013 445.742992 6.6103% 392.499619 6.2614% 36.008733 8.2795%
Federal Income Real Other
t Tax Deducted Annual Estate Annual Taxes Annual
Cal. Millions Growth Millions Growth Millions Growth
Actual 2004 1,749.652428 313.019635 44.860192
Actual 2005  915.474509 -47.6768% 313.167636 0.0473% 56.835533 26.6948%
Actual 2006 1,003.148676 9.5769% 335.796457 7.2258% 64.308000 13.1475%
Actual 2007 1,065.150406 6.1807% 351.507817 4.6788% 63.501418 -1.2542%
Actual 2008  977.041035 -8.2720% 375.863167 6.9288% 62.710700 -1.2452%
Actual 2009 1,007.165809 3.0833% 390.523795 3.9005% 63.234838 0.8358%
Forecast 2010 1,011.111166 0