
HOUSE BILL NO. 1012 

INTRODUCED BY ELLIOTT 
BY REQUEST OF THE HOUSE TAXATION COMMITTEE 

MARCH 27, 1991 

APRIL 3, 1991 

APRIL 4, 1991 

APRIL 5, 1991 

APRIL 5, 1991 

APRIL 12, 1991 

APRIL 15, 1991 

APRIL 16, 1991 

APRIL 18, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ON MOTION, RULES SUSPENDED. BILL 
PLACED ON THIRD READING THIS DAY. 

THIRD READING, PASSED. 
AYES, 60: NOES, 39. 

ENGROSSING REPORT. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 46: NOES, 3. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 



APRIL 19, 1991 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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~BILL 

INTRODUCED BY~ \ 

NO. I, OIZ 

BY REQUEST OF THE HOUSE TAXATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO APPLY THE CIGARETTE 

SALES TAX TO ALL USE AND CONSUMPTION OF CIGARETTES ON AN 

INDIAN RESERVATION EXCEPT BY KEMBERS OF AN INDIAN TRIBE ON 

AN INDIAN RESERVATION; PROVIDING FOR A REFUND OF OR CREDIT 

FOR TAXES PAID ON CIGARETTES SOLD TO TRIBAL MEMBERS; 

REQUIRING A REPORT TO THE 53RD LEGISLATURE; AMENDING SECTION 

16-11-111, MCA; AND PROVIDING AN EFFECTIVE DATE AND A 

TERMINATION DATE." 

WHEREAS, the Legislature proposes to eliminate unfair 

competitive business advantages now enjoyed by retailers 

operating on Indian reservations in direct competition with 

businesses operated off the reservations by requiring that 

cigarettes sold to non-Indian purchasers on an Indian 

reservation have a Montana cigarette tax stamp affixed even 

if sold by an Indian retailer; and 

WHEREAS, the_ Legislature also recognizes that Indian 

tribes in Montana also view certain state taxes being 

assessed against the tribes and tribal members on the 

reservation, including fuel and alcohol taxes, as being 

unlawful; and 
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WHEREAS, although the Legislature proposes to exercise 

constitutional authority to seek assistance from tribal 

authorities in collecting cigarette taxes from non-Indians 

on the reservations, it also recognizes the need for 

discussion and negotiation with Indian tribes in Montana to 

avoid dual taxation and to develop a comprehensive 

resolution of all reservation taxation issues affecting both 

the state and the tribes. 

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

NEW SECTION. Section 1. Definitions. As used in 

[sections 1 through 3], the following definitions apply: 

(1) "Indian reservation" means Indian lands federally 

declared to be a reservation for an Indian tribe by treaty 

between the tribe and any territorial government or state 

government or the United States government or established by 

acts of the United States congress or by formal decision of 

the executive branch of the United States. 

(2) 0 Indian retailer" means a business or enterprise 

that is wholly owned and operated by an Indian tribe in 

Montana or a business or enterprise that is wholly owned and 

operated by one or more members of a tribe in Montana on 

whose reservation the business or enterprise is located. 

Section 2. Section 16-11-111, MCA, is amended to read: 

"16-11-111. Cigarette sales tax. ~~e~e-±~-he~eby ~ 
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tax on the purchase of cigarettes for consumption, use, or 

any purpose other than resale in the regular course of 

business is levied, imposed, and assessed at the following 

rate and there sha¼¼ ~ be eo¼¼eeted precollected by the 

wholesaler and paid to the state of Montana ttpen--e¼~are~tes 

so¼d--or--pessessed--¼ft--eh¼s-state-the-£o¼¼owing-exeise-ta~ 

which-sha¼¼-be-paid-prior-~o-tfte-t¼me-ef-sa%e--eftd--de¼±very 

0£--ei~areetes: 18 cents on each package containing 20 

cigarettes and, when packages contain more or less than 20 

cigarettes, then a tax on each cigarette eqt·al to l/20th the 

tax on a package containing 20 cigarettes. 

(2) The tax imposed by this section does not apply to 

cigarettes sold by an Indian retailer to members of a 

federally recognized Indian tribe within the boundaries of 

the tribe 1 s reservation located in Montana. 

(3) The tax imposed bI: this section must be 

precollectedr subject to refund or credit as provided in 

subsection (4), on all cigarettes entering Montana Indian 

reservations. 

(4) Wholesalers making sales of cigarettes to Indian 

retailers may apply to the department for a refund of or 

credit for taxes precollected on cigarettes sold by the 

retailers to members of an Indian tribe on whose reservation 

the retail sale is made_. The claim for credit or refund must 

be made on the wholesaler's cigarette tax return for the 

-3-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 2052/01 

reporting period immediately following the period during 

which the cigarettes were sold by the wholesaler to the 

retailer. If not claimed, the credit or refund is lost. 

(5) The total amount of refunds or credits allowed by 

the department to all wholesalers claiming the refund or 

credit under subsection (4) for any reporting period may not 

exceed an amount that is equal to the tax due on the average 

individual consumption of cigarettesr determined in a manner 

provided by department rule, multiplied by the tribal member 

population of the reservation on which the sales are made. 

If the total amount of refunds claimed by wholesalers 

exceeds the amount computed, the claims by the wholesalers 

must be reduced proportionally based on the total amount of 

on-reservation business conducted by each wholesaler ta the 

amounts necessary to make the total of all the claims equal 

to the allowable maximum. 

(6) A refund or credit may not be allowed to a 

wholesaler unless the wholesaler certifies to the department 

that the economic benefit of the credit or refund has been 

passed on to the Indian retailers to whom the sales were 

made." 

NEW SECTION. Section 3. Revenue oversight -- state and 

tribal negotiations report to legislature. (l) The 

legislature directs the department of revenue to: 

(a) negotiate with individual tribes within the state 
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on the methods of implementing [this act]: 

(b) discuss and negotiate alternative methods for the 

collection of cigarette taxes, including the possibility of 

future tribal taxation, with the tribal governments of each 

Montana reservation or their designated representatives; 

(c) discuss and negotiate with individual Indian tribes 

in Montana the possibility of resolving other state taxation 

issues, including but not limited to the imposition of fuel 

and alcohol taxes on Indian reservations, through 

state-tribal cooperative agreements; and 

(d) report its findings on the collection of cigarette 

taxes pursuant to 16-11-111 and on negotiations with tribal 

authorities on a comprehensive state-tribal taxation 

agreement or proposed legislation to the interim committee 

on Indian affairs prior to the 53rd legislative session. 

(2) The legislature also directs the interim committee 

17 on Indian affairs to work with the Montana tribal chairman"s 

18 association, the state coordinator of Indian affairsF and 

19 individual tribes to: 

20 (a) monitor tax collection made pursuant to 16-11-111; 

21 (b) consider alternatives for cigarette tax collection, 

22 including possible cooperative agreements to avoid dual 

23 taxation by state and tribal governments; 

24 

25 

(c) 

including 

identify 

but not 

other 

limited 

unresolved taxation issues, 

to the imposition of fuel and 
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alcohol taxes on Indian reservations, between the state and 

Montana Indian tribes; and 

(d) propose legislation to the 53rd legislature that 

would facilitate a cooperative government-to-government 

resolution of all Indian reservation taxation issues. 

NEW SECTION. Section 4. Codification instruction. 

[Section l] is intended to be codified as an integral part 

of Title 16, chapter ll, part 1, and the provisions of Title 

16, chapter 11, part 1, apply to (section 1]. 

NEW SECTION. Section 5. Effective date. [This act] is 

effective July 1, 1991. 

NEW SECTION. Section 6. Termination. 

terminates July 1, 1993. 

-End-

-6-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB1012, as introduced. 

Di:SCRIPTION OF PROPOSED LEGISLATION: 

An act to apply the cigarette sales tax to all use and consumption of cigarettes on an Indian reservation except by members 
of an Indian tribe on an Indian reservation; providing for a refund of or credit for taxes paid on cigarettes sold to tribal 
members; requiring a report to the 53rd legislature; and providing an effective date and a termination date. 

ASSUMPTIONS: 

1. The effective cigarette tax rate is $0.1732 per package. 
2. Under current law, cigarette tax receipts will be $11,316,000 in FY92 and $11,037,000 in FY93 (OBPP). 
3. Currently, 28,034,910 packages of cigarettes are being sold annually to Indian reservations in Montana. 
4. In 1990, per capita cigarette consumption in the United States was 100.8 packages; in Montana per capita consumption was 

84.7 packages (Tobacco Institute). 
5. The average annual quota per reservation, under the proposal, will be 90 packages per capita. 
6. Total Indian population on reservations in Montana is 30,423 (U.S. Bureau of the Census, 1990). 
7. The total number of tax-free packages of cigarettes for all reservations will be 2,738,070 for each year of the 

biennium. 
8. Of the 28,034,910 packages currently being sold to reservations, only 2,738,070 will be sold tax free under the 

proposal. Of the remaining 25,296,840 packages, it is assumed that 17,280,000 packages are currently being exported ouc 
of state. It is assumed that these packages would no longer be purchased or exported. This leaves an increase in 
taxable packages of 8,016,840. 

9. There would be collections for 10 months in FY92 due to inventory reserves leftover from FY91. 
10. The potential increase in taxes would be $1,157,000 in FY92, and $1,389,000 in FY93. 
11. The proposal would require 2.00 FTE (grade 13) field auditors for each year of the biennium at a cost of $51,672. 

The operating costs associated with these positions would be $5,200 in each year of the biennium and equipment costs 
would be $7,400 in FY92 only. 

FISCAL IMPACT: 

see next page 

u__c~ 1-1-U 
ROD SUNDSTED, BUDGET DIRECTOR DATE DATE 
Office of Budget and Program Planning 

Fiscal Note foi: HB)l1L2, a,a int:_rodUcced Hl!!J 1#11.• I 



Fiscal Note Request, HB1012, as int1·oduced 
Form BD-15 
Page 2 

FISCAL IMPACT: 
Department of Revenue: 

Expenditures: Cu:i;:rent Law 
ITE 0.00 
Personal Services 0 
Operating Costs 0 
Equipment Costs 0 

Total 0 
Funding: 
General Fund 0 

Revenues: 
Cigarette Tax 11,316,000 

Fun~ing Distribution: 
Debt Service (OS) 8,022,000 
Capital Projects (05) 3,224,000 

Total 11,316,000 

Impact to General Fund (decrease) 

FY '92 
Pro12osed Law 

2.00 
51,672 

5,200 
7 400 

64,272 

64,272 

12,473,000 

8,842,000 
3 I 631,000 

12,473,000 

FY '93 
Difference Current Law Pro12osed Law Differen!.~ 

2.00 0.00 2.00 2.00 
51,672 0 51,672 51,672 

5,200 0 5 200 5,200 
7 400 0 0 

64,272 0 56,872 56,872 

64,272 0 56,872 56,872 

1,157,000 11,037,000 12,426,000 1,389,000 

820,000 7,824,000 8,809,000 985,000 
337,000 3,il3,000 3,61Z 000 404,000 

1,157,000 11,037,000 12,426,000 1,389,000 

(64,272) (56,872) 

140 10Ia-1 
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HOUSE BILL NO. 1012 

INTRODUCED BY ELLIOTT 

BY REQUEST OF THE HOUSE TAXATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT 'i'0-APPb'i APPLYING THE 

CIGARETTE SALES TAX TO ALL USE AND CONSUMPTION OF CIGARETTES 

ON AN INDIAN RESERVATION EXCEPT BY MEMBERS OF AN INDIAN 

TRIBE ON AN INDIAN RESERVATION; PROVIDING FOR A REFUND OF OR 

CREDIT FOR TAXES PAID ON CIGARETTES SOLD TO TRIBAL KEKBERS; 

PROVIDING AN INCREASE IN THE APPROPRIATION TO THE DEPARTMENT 

OF REVENUE FOR FISCAL YEARS 1992 AND 1993 TO ADMINISTER 

COLLECTION OF CIGARETTE TAXES; PROVIDING A CIVIL PENALTY FOR 

THE POSSESSION OF UNSTAMPED CIGARETTESL REQUIRING A REPORT 

TO THE 53RD LEGISLATURE; AMENDING SH€'i'l0N SECTIONS 

16-11-111, 16-11-113, 16-11-119, 16-11-131, AND 16-11-133~ 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE~ 

APPLICABILITY DATE, AND A TERMINATION DATE." 

WHEREAS, the Legislature proposes to eliminate unfair 

competitive business advantages now enjoyed by retailers 

operating on Indian reservations in direct competition with 

businesses operated off the reservations by requiring that 

cigarettes sold to non-Indian purchasers on an Indian 

reservation have a Montana cigarette tax stamp affixed even 

if sold by an Indian retailer; and 
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WHEREAS, the Legislature also recognizes that Indian 

tribes in Montana also view certain state taxes being 

assessed against the tribes and tribal members on the 

reservation, including fuel and alcohol taxes, as being 

unlawful; and 

WHEREAS, although the Legislature proposes to exercise 

its constitutional authority to seek assistance from tribal 

authorities in collecting cigarette taxes from non-Indians 

on the reservations, it also recognizes the need for 

discussion and negotiation with Indian tribes in Montana to 

avoid dual taxation and to develop a comprehensive 

resolution of all reservation taxation issues affecting both 

the state and the tribes. 

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

NEW SECTION. Section ,. Definitions. As used in 

[sections 1 through 3], the following definitions apply: 

(1) ''Indian reservation" means Indian lands federally 

declared to be a reservation for an Indian tribe by treaty 

between the tribe and any territorial government or state 

government or the united States government or established by 

acts of the United States congress or by formal decision of 

the executive branch of the United States. 

(2) ''Indian retailer~ means a business er enterprise 

that is wholly owned and operated by an Indian tribe in 

-2- HB 1012 
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Montana or a business or enterprise that is wholly owned and 

operated by one or more members of a tribe in Montana on 

whose reservation the business or enterprise is located. 

NEW SECTION. SECTION 2. STAMPS AFFIXED ON ALL 

CIGARETTES -- EXCEPTION. EXCEPT FOR CIGARETTES SOLD ON 

MILITARY RESERVATIONS, ALL CIGARETTES SOLD IN MONTANA MUST 

HAVE A MONTANA CIGARETTE TAX STAMP AFFIXED PRIOR TO SALE. 

Section 3. Section 16-11-111, MCA, is amended to read: 

"16-11-111. Cigarette sales taz -- EXEMPTION FOR SALES 

TO INDIANS. ~~ere--ts--ftereby (1) A tax on the purchase of 

cigarettes for consumption, use, or any purpose other than 

resale in the regular course of business is levied, imposed, 

and assessed at the following cate and ~ftere 9ha¼¼ ~ be 

ee¼¼eeee~ precollected by the wholesaler and paid to the 

state of Montana ttpeft-e¼garee~ea-ao¼d-or-possessed-½n-tft¼s 

state-tfte-Ee¼~ew¼ftg-e~e¼se-tax-whieh-she%¼-8e-pa½d-pr±or--te 

the--~½me--eE--sa%e--aad-de¼i¥e~y-ef-ei~arettes: 18 cents on 

each package containing 20 cigarettes and, when packages 

contain more or less than 20 cigarettes, then a tax on each 

cigarette equal to l/20th the tax on a package containing 20 

cigarettes. 

(2) The tax imposed by this section does not apply to 

cigarettes sold by an Indian retailer to members of a 

federally recognized Indian tribe within the boundaries of 

the tribe's reservation located in Montana. 
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ill The tax im.12£sed by this section must be 

precollected, subject to refund or credit as provided in 

subsection (4), on all cigarettes entering Montana Indian 

reservations. 

(4) Who%e9a%er9 PURSUANT TO THE PROCEDURE PROVIDED IN 

SUBSECTION (5), WHOLESALERS making sales of cigarettes to 

Indian retailers may apply to the department for a refund of 

or credit for taxes precollected on cigarettes sold by the 

retailers to members of an Indian tribe on whose reservation 

the retail sale is made. ~he-e¼a½m-fer-credit-or-ref~ftd-mttst 

be--mede--oft--the--wfte¼e~a¼er~s-ei9erette-tax-~etttrn-£or-tfte 

~eperti"9-peried-ifflffled¼ate¼y--£e¼±ew¼"g--Che--per¼od--dtt~¼ft9 

whieh--the--cigarette~--we~e- ~e¼d -by-the-who¼e~a¼er-eo-the 

retai¼er, If not claimed, the credit or refund is lost. 

ill THE DISTRIBUTION OF TAX-FREE CIGARETTES TO INDIANS 

MUST BE IMPLEMENTED THROUGH A SYSTEM OF PREAPPROVED, 

WHOLESALER SHIPMENTS. LICENSED MONTANA WHOLESALERS SHALL 

CONTACT THE DEPARTMENT FOR APPROVAL PRIOR TO SHIPMENT OF THE 

UNTAXED CIGARETTES. THE DEPARTMENT MAY AUTHORIZE SALES BASED 

ON WHETHER THE QUOTA FOR THAT PARTICULAR SERVICE AREA HAS 

BEEN MET. IF THE SALE IS AUTHORIZED AS TAX EXEMPT, THE 

WHOLESALER, UPON PROVIDING PROOF OF ORDER AND DELIVERY TO AN 

EXEMPT RETAILER, MUST BE PROVIDED A CREDIT OR A REFUND. ONCE 

THE ALLOCATION FOR THE PARTICULAR SERVICE AREA HAS BEEN 

FILLED, THE DEPARTMENT SHALL IMMEDIATELY NOTIFY ALL 

-4- HB 1012 
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WHOLESALERS THAT ALL FURTHER SALES ON THAT RESERVATION MUST 

BE TAXED AND THAT CLAIMS FOR REFUND OR CREDIT WILL NOT BE 

HONORED FOR THE REMAINDER OF THE MONTH. ALLOCATIONS ARE NOT 

TRANSFERABLE BETWEEN MONTHS OR BETWEEN INDIAN RESERVATIONS. 

f5t(6) The total amount of refunds or credits allowed 

by the department to all wholesalers claiming the refund or 

credit under subsection (4) for any reporting--perted MONTH 

may not exceed an amount that is equal to the tax due on the 

average individual consumption of cigarettes,-determ¼fted-*n 

a-manner-prev¼Sed-by--departmeftt--ru¼e, multiplied by the 

tribal member population of the reservation on which the 

sales are made. THE DEPARTMENT SHALL DETERMINE THE AMOUNT OF 

REFUNDS OR CREDITS FOR EACH INDIAN RESERVATION AT THE 

BEGINNING OF EACH FISCAL YEAR, USING POPULATION ESTIMATES 

AND OTHER DATA ISSUED BY THE UNITED STATES GOVERNMENT, ¾£ 

the--teta¼--amoune-er-re£ttnds-e¼a¼med-by-vhe¼esa¼ers-exeeeds 

the-amo~nt-eompttted7-the-e¼aims-ey-the-who¼esa%ers--mttst--ee 

re8tteed---propore¼ona¼¼y---eased--on--the--teta¼--amoane--o£ 

on-reservae~en-btts¼ftess-eondaeted-by-eaeh-who¼esa¼er-eo--the 

amottnes--fteeessary-ee-ma~e-the-eota¼-of-a¼¼-the-e¼a¼ms-eqaai 

to-the-a¼¼owah¼e-max¼mttfflT 

t6t(7) A refund or credit may not be allowed to a 

wholesaler unless the wholesaler certifies to the department 

PURSUANT TO 16-11-132(2) that the economic benefit of the 

credit or refund has been £assed Q.!1_ to the Indian retailers 
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to whom the sales were made." 

NEW SECTION. SECTION 4. CIVIL PENALTY FOR POSSESSION 

OF UNSTAMPED CIGARETTES, IN LIEU OF THE CRIMINAL PENALTIES 

PROVIDED IN TITLE 16, CHAPTER 11, PART 1, THE DEPARTMENT MAY 

ASSESS A PERSON POSSESSING UNSTAMPED CIGARETTES A CIVIL 

PENALTY OF $250 FOR THE FIRST FULL OR PARTIAL PACK OF 

UNSTAMPED CIGARETTES AND $10 FOR EACH ADDITIONAL FULL OR 

PARTIAL PACK OF UNSTAMPED CIGARETTES, 

NEW SECTION. Section 5. Revenue oversight -- state and 

tribal negotiations report to legislature. (1) The 

legislature directs the department of revenue to: 

(a) negotiate with individual tribes within the state 

on the methods cf implementing [this act]: 

(b) discuss and negotiate alternative methods for the 

collection of cigarette taxes, including the possibility of 

future tribal taxation, with the tribal governments of each 

Montana reservation or their designated representatives; 

(c) discuss and negotiate with individual Indian tribes 

in Montana the possibility of resolving other state taxation 

issues, including but not limited to the imposition of fuel 

and alcohol taxes on Indian reservations, through 

state-tribal cooperative agreements; and 

(d) report its findings on the collection of cigarette 

taxes pursuant to 16-11-111 and on negotiations with tribal 

authorities on a comprehensive state-tribal taxation 

-6- HB 1012 
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agreement or proposed legislation to the interim committee 

on Indian affairs prior to the 53rd legislative session. 

(2} The legislature also directs the interim committee 

en Indian affairs to work with the Montana tribal chairman's 

assoc1a:io~, ~he state coordinator of India~ affairs, and 

i~dividual tribes to: 

(a} monitor tax collection made pursuant to 16-11-111; 

(b) consider alternatives for cigarette tax collection, 

including possible cooperative agreements to avoid dual 

taxation by state and tribal governments; 

{c) identify other unresolved taxation issues, 

including but not limited to the imposition of fuel and 

alcohol taxes on Indian reservations, between the state and 

Montana Indian tribes; and 

(d) propose legislation to the 53rd legislature that 

would facilitate a cooperative government-to-government 

resolution of all Indian reservation taxation issues. 

SECTION 6. SECTION 16-11-113, MCA, IS AMENDED TO READ: 

•16-11-113. Taz insignia. (1) Within 72 hours after 

receipt by the distributor or dealer of any cigarettes, 

except as hereinafter provided, he shall cause to be 

securely affixed thereto the required insignia denoting the 

tax thereon. ~--pe~seft--spee±rica¼¼y--exemptee--~ft8er--tft~ 

pro~±s±on~-oi-½6-t¼-¼~it~t--may--~et--be--eefts±eer~d--eo--be 

acein9-ttft¼8w~ttiiy-ttnder-this-seet±e~~ 
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(2) Said insignia shall be properly canceled pcior to 

sale or removal for consumption, under such regulations as 

the department may prescribe. 

{3) Each package shall have the required insignia to 

affix thereto in such a ~anner that the insignia will be 

destroyed when the package is opened. 

(4) Wholesalers and retailers licensed under this part 

may buy, sell, or have in their possession only cigarettes 

which have the insignia provided for in this part on each 

package. The insignia provided for in this part shall be 

sold to and affixed by licensed wholesalers and licensed 

retailers only. 

{5) Whenever any cigarettes are found in the place of 

business of any unlicensed wholesaler, retailer, or other 

person without the insignia affixed and canceled or not 

marked as having been received by the unlicensed wholesaler, 

retailer, or person within the preceding 72 hours, the 

presumption shall be that such cigarettes are kept therein 

in violation of the provisions of this part.'' 

SECTION 7. SECTION 16-11-119, MCA, IS AMENDED TO READ: 

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

bonds. A¼¼ (1) Except as provided in subsection (2), all 

moneys collected under the provisions of 16-11-111, less the 

expense of collecting all the taxes levied, imposed, and 

assessed by said section, shall be paid to the state 

-8- HB 1012 
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treasurer and deposited as follows: 70.89\ in the long-range 

building program fund in the debt service fund type and 

29.11% in the long-range building program fund in the 

capital projects fund type. 

(2) The following monel..! collected 12,ur-suant to 

16-11-111, is appropriated to the department: 

Fiscal 'J_ear 1992 $64,272 

Fiscal 'J_ear 1993 56.!872" 

SECTION 8. SECTION 16-11-131, MCA, IS AMENDED TO READ: 

"16-11-131. Transporting cigarettes without insignia a 

misdemeanor. It shall be unlawful for any person ta 

transport into, receive, carry, or move from place to place 

within this state, except in the course of interstate 

commerce, any cigarettes which do not bear the insignia 

required by this part7--e•ee~~--ior--a--pe~se"--spee±£±es¼¼y 

e•empted---±n---¼6-¼¼-¼3ztzt. Any person violating the 

17 provisions of this section is guilty of a misdemeanor and 

18 shall be punished as hereinafter provided." 

19 

20 

SECTION 9. SECTION 16-11-133, MCA, IS AMENDED TO READ: 

•16-11-133. sale and use of cigarettes without insignia 

21 unlawful. Every person who sells any package of cigarettes 

22 which does not bear the insignia required by this part and 

23 every person who uses or consumes a cigarette within this 

24 state, taken from a package which does not bear the required 

25 insignia, is guilty of a misdemeanor and shall be punished 
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as hereinafter provided,-exeept-tha~-a--persen--speei~ieat¼y 

exemp~ed--ttndeP--~he--pro¥tsiens--e£-¼6-¼l-l3it~t-may-not-be 

eonsidered-to-ee-aet±ng-~niawEttlly-~ftder-this-seeCion.n 

NEW SECTION. Section 10. Codification instruction. 

fSeetien-¼t-is [SECTIONS 1, 2, AND 4] ARE intended to be 

codified as an integral part of Title 16, chapter 11, part 

1, and the provisions of Title 16, chapter 11, part l, apply 

to f9eet±en-t+ [SECTIONS l, 2, l\ND 4j. 

NEW SECTION. Section 11. Effective 

APPLICABILITY. [This act) is effective 

PASSAGE AND APPROVAL AND APPLIES TO 

WHOLESALER AFTER JUNE 30, 1991. 

date 

dtt¼y--¼,--¼99± 

SALES MADE BY 

ON 

A 

NEW SECTION. Section 12. Termination. 

terminates July l, 1993. 

(This act] 

-End-

-10- HB 1012 



52nd Legislature HB 1012/02 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 1012 

INTRODUCED BY ELLIOTT 

BY REQUEST OF THE BOUSE TAXATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT 'PEI-APP&¥ APPLYING THE 

CIGARETTE SALES TAX TO ALL USE AND CONSUMPTION OF CIGARETTES 

ON AN INDIAN RESERVATION EXCEPT BY MEMBERS OF AN INDIAN 

TRIBE ON AN INDIAN RESERVATION: PROVIDING FOR A REFUND OF OR 

CREDIT FOR TAXES PAID ON CIGARETTES SOLD TO TRIBAL MEMBERS: 

PROVIDING AN INCREASE IN THE APPROPRIATION TO THE DEPARTMENT 

OF REVENUE FOR FISCAL YEARS 1992 AND 1993 TO ADMINISTER 

COLLECTION OF CIGARETTE TAXES: PROVIDING A CIVIL PENALTY FOR 

THE POSSESSION OF UNSTAMPED CIGARETTESt REQUIRING A REPORT 

TO THE 53RD LEGISLATURE: AMENDING see~~eN ~E~TIONS 

16-11-111, 16-1!_-lj.3, 16-11-119, 16-11-131, AND 16-11-133, 

MCA; ANO PROVIDING AN IMMEDIATE EFFECTIVE DATE~ 

APPLICABILITY DATE, AND A TERMINATION DATE." 

WHEREAS, the Legislature proposes to eliminate unfair 

competitive business advantages now enjoyed by retailers 

operating on Indian reservations in direct competition with 

businesses operated off the reservations by requiring that 

cigarettes sold to non-Indian purchasers on an Indian 

reservation have a Montana cigarette tax stamp affixed even 

if sold by an Indian retailer; and 

~.,,.,_,..,..,,,,, 
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WHEREAS, the Legislature also recognizes that Indian 

tribes in Montana also view certain state taxes being 

assessed against the tribes and tribal members 

reservation, including fuel and alcohol taxes, as 

unlawful; and 

on the 

being 

WHEREAS, although the Legislature proposes to exercise 

its constitutional authority to seek assistance from tribal 

authorities in oollecting cigarette taxes from non-Indians 

on the reservations, it also recognizes the need for 

discussion and negotiation with Indian tribes in Montana to 

avoid dual taxation and to develop a comprehensive 

resolution of all reservation taxation issues affecting both 

the state and the tribes. 

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

NEW SECTION. Section 1. Definitions. As used in 

[sections 1 through 3], the following definitions apply: 

(1) "Indian reservation" means Indian lands federally 

declared to be a reservation for an Indian tribe by treaty 

between the tribe and any territorial government or state 

government or the United States government or established by 

acts of the United States congress or by formal decision of 

the executive branch of the United States. 

(2} "Indian retailer" means a business or enterprise 

thdt is wholly owned and operated by an Indian tribe in 
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Montana or a business or enterprise that is wholly owned and 

operated by one or more members of a tribe in Montana on 

whose reservation the business or enterprise is located. 

NEW SECTION. SECTION 2. STAMPS AFFIXED ON ALL 

CIGARETTES -- EXCEPTION, EXCEPT FOR CIGARETTES SOLD ON 

MILITARY RESERVATIONS, ALL CIGARETTES SOLD IN MONTANA MUST 

HAVE A MONTANA CIGARETTE TAX STAMP AFFIXED PRIOR TO SALE. 

Section 3. Section 16-11-111, MCA, is amended to read: 

"16-11-111. Cigarette sales tax -- EXEMPTION FOR SALES 

TO INDIANS. ~hePe--¼s--hereby (1) A tax on the purchase of 

cigarettes for consumption, use~ or any purpose other than 

resale in the regular course of business is levied, imposed, 

and assessed at the following rate and ~here shsl¼ ™ be 

co¼¼ected precollected by the wholesaler and paid to the 

state of Montana npen-ci~areetea-so¼~-er-pessessed-ifl-eh¼e 

sta~e-the-£o¼¼cwin9-ese¼ae-~ax-vftieft-sha¼¼-be-pa±d-prier--to 

the--time--e!--sa¼e--and-de¼iTery-0£-eigaret~es: 18 cents on 

each package containing 20 cigarettes and, when packages 

contain more or less than 20 cigarettes, then a tax on each 

cigarette equal to I/20th the tax on a package containing 20 

cigarettes. 

(2) The tax imposed by this section does not apply to 

cigarettes sold by an Indian retailer to members of a 

federally recognized Indian tribe within the boundaries of 

the tribe's reservation located in Montana. 
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ill The tax im.122.sed bl,'. this sect_ion must be 

precollected, subject to refund or credit as provided in 

subsection (4), on all cigarettes entering Montana Indian 

reservations. 

(4) Whe¼~sa¼~rs PURSUANT TO THE PROCEDURE PROVIDED IN 

SUBSECTION (5), WHOLESALERS making sales of cigarettes to 

Indian retailers may apply to the department for a refund of 

or credit for taxes precollected on cigarettes sold by the 

retailers to members of an Indian tribe on whose reservation 

the retail sale is made. ~he-elaim-fer-ered¼~-or-~efwnd-•~•t 

be--made--on--the--who¼esa¼eris-ei9are~ee-ea•-reearn-fer-~he 

repePtin9-pePiod-imaediately--fe¼¼ewin9--the--peried--d~Ping 

wh¼eh--the--eiqarettes--were--ee¼d--hy-the-whe!esa¼er-ea-~he 

reta¼!~rT If not claimed, the credit or refund is lost. 

12l_TBE DISTRIBUTION OF TAX-FREE CIGARETTES TO INDIANS 

MU_ST BE IMPLEMENTED THROUGH A SYSTEM OF PREAPPROVED, 

WHOLESALER SHIPMENTS, LICENSED MONTANA WHOLESALERS SHALL 

CONTACT THE DEPARTMENT FOR APPROVAL PRIOR TO SHIPMENT OF THE 

UNTAXED CIGARETTES. THE DEPARTMENT MAY AUTHORIZE SALES BASED 

ON WHETHER THE QUOTA FOR THAT PARTICULAR SERVICE AREA BAS 

BEEN MET, IF THE SALE IS AUTHORIZED AS TAX EXEMPT, THE 

WHOLESALER, UPON PROVIDING PROOF OF ORDER AND DELIVERY TO AN 

EXEMPT RETAILER, MUST BE PROVIDED A CREDIT OR A REFUND. ONCE 

THE ALLOCATION FOR THE PARTICULAR SERVICE AREA HAS BEEN 

FILLED,_ THE_ DEPAB'l'!o!ENT SHALL IMMEDIATELY NOTIFY ALL 
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IIIIOLESALERS THAT ALL FURTHER SALES ON THAT RESERVATION MUST 

BE TAXED AND THAT CLAIMS FOR REFUND OR CREDIT WILL NOT BE 

HONORED FOR TUE REMAINDER OF THE MONTH. ALLOCATIONS ARE NOT 

TIU\N~FERABLE_BETWE~N MONTJlS OR BETIIEEN INDIAN RESERVATIONS. 

f5t(6) The total amount of refunds or credits allowed 

by the department to all wholesalers claiming the refund or 

credit under subsection f4) for any repereing--perieft MONTH 

may not exceed an amount that is equal to the tax due on the 

average individual consumption of cigarettesy-determinea-¼n 

a-manner-pre¥¼ded-by--departmen~--rtt¼e7 multiplied by the 

tribal member population of the reservation on which the 

sales are made. THE DEPARTMENT SHALL DETERMINE THE AMOUNT OF 

REFUNDS OR CREDITS FOR EACH INDIAN RESERVATION AT THE 

BEGINNING OF EACH FISCAL YEAR, USING POPULATION ESTIMATES 

AND OTHER DATA ISSUED BY THE UNITED STATES GOVERNMENT. 'H 

the--teta¼--U1ettnt-ef-reEttnde-e¼aimed-by-vhe¼ess¼ers-exe~eds 

the-a1110ttftt-eempa~ed7-the-e¼sims-by-~he-who¼esa¼ere--mttst--be 

reStteed---propert¼ona¼¼y---hased--on--the--~o~a¼--amottn~--er 

en-reaervae~on-basiness-eondue~ee-by-eaeh-who¼esaler-ee--the 

Waft~s--neeessery-to-JU~e-the-tota¼-of-a¼¼-the-e¼a¼ms-eqtta¼ 

to-th~-a¼¼owable-maxia~mT 

t6t(7) A refund or credit may not be allowed to a 

wholesaler unless the wholesaler certifies to the department 

PURSUANT TO 16-ll-132ill that the economic benefit of the 

credit or refund has been £as~ed on to the Indian retailers 
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to whom the sales were ~de.• 

NEW SECTION. SECTION 4. CIVIL PENALTY FOR POSSESSION 

OF UNSTAMPED CIGARETTES. IN LIEU OF THE CRIMINAL PENALTIES 

PROVIDED IN TITLE 16, CHAPTER 11, PART 1, THE DEPARTMENT MAY 

ASSESS A PERSON POSSESSING UNSTAMPED CIGARETTES A CIVIL 

PENALTY OF $250 FOR TBE FIRST FULL OR PARTIAL PACK OF 

UNSTAMPED CIGARETTES AND $10 FOR EACH ADDITIONAL FULL OR 

PARTIAL PACK OF UNSTAMPED CIGARETTES. 

NEW SECTION. Section 5. Revenue oversight -- state and 

tribal negotiations report to legislature. (1) The 

legislature directs the department of revenue to: 

(a) negotiate with individual tribes within the state 

on the methods of implementing [this act]; 

(b) discuss and negotiate alternative methods for the 

collection of cigarette taxes, including the possibility of 

future tribal taxation, with the tribal governments of each 

Montana reservation or their designated representatives; 

(c) discuss and negotiate with individual Indian tribes 

in Montana the possibility of resolving other state taxation 

issues, including but not limited to the imposition of fuel 

and alcohol taxes on Indian reservations, through 

state-tribal cooperative agreements: and 

(d) report its findings on the collection of cigarette 

taxes pursuant to 16-11-111 and on negotiations with tribal 

authorities on a comprehensive state-tribal taxation 
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agreement or proposed legislation to the interim committee 

on Indian affairs prior to the 53rd legislative session. 

(2) The legislature also directs the interim committee 

on Indian affairs to work with the Montana tribal chairman's 

association, the state coordinator of Indian affairs, and 

individual tribes to: 

(a) monitor tax collection made pursuant to 16-11-111; 

(b) consider alternatives for cigarette tax collection, 

including possible cooperative agreements to avoid dual 

taxation by state and tribal governments; 

I cl identify other unresolved taxation issues, 

including but not limited to the imposition of fuel and 

alcohol taxes on Indian reservations, between the state and 

Montana Indian tribes; and 

Id) propose legislation to the 53rd legislature that 

would facilitate a cooperative government-to-government 

resolution of all Indian reservation taxation issues. 

SECTION 6. SECTION 16-11-113, M.CA, IS AMENDED TO READ: 

•16-11-113. Tax insignia. (1) Within 72 hours after 

receipt by the distributor or dealer of any cigarettes, 

except as hereinafter provided, he shall cause to be 

securely affixed thereto the required insignia denoting the 

tax thereon. A--perseft--speeifiea¼¼y--eMempted--ttftder--the 

p~o•fs½e~s-of-¼6-¼¼-½3it~t--may--"oe--~e--co~9±fte~e~--~e--be 

ae~inq-~nlawEtt¼¼y-ttnder-this-s~e~ionT 
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(2) Said insignia shall be properly canceled prior to 

sale or removal for consumption, under such regulations as 

the department may prescribe. 

(3) Each package shall have the required insignia to 

affix thereto in such a manner that the insignia will be 

destroyed when the package is opened. 

(4) Wholesalers and retailers licensed under this part 

may buy, sell, or have in their possession only cigarettes 

which have the insignia provided for in this part on each 

package. The insignia provided for in this part shall be 

sold to and affixed by licensed wholesalers and licensed 

retailers only. 

(5) Whenever any cigarettes are found in the place of 

business of any unlicensed wholesaler, retailer, or other 

person .without the insignia affixed and canceled or not 

marked as having been received by the unlicensed wholesaler, 

retailer, or person within the preceding 72 hours, the 

presumption shall be that such cigarettes are kept therein 

in violation of the provisions of this part." 

SECTION 7. SECTION 16-ll-119r MCA, IS AMENDED TO READ: 

•16-11-119. Disposition of tazes retireaent of 

bonds. A¼¼ (1) Except as provided in subsection (2), all 

moneys collected under the provisions of 16-11-111, less the 

expense of collecting all the taxes levied, imposed, and 

assessed by said sectionr shall be paid to the state 
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treasurer and deposited as follows: 70.89\ in the long-range 

building program fund in the debt service fund type and 

29,11\ in the long-range building program fund in the 

capital projects fund type. 

{2} The following money, collected pursuant to 

16-11-111, is appropriated to the department: 

Fiscal zear 1992 ~272 

Fiscal zear 1993 56,872" 

SECTION 8. SECTION 16-11-131, MCA-' IS AMENDED TO READ: 

"16-11-131.. Transporting cigarettes without insignia a 

aisde11.eanor. It shall be unlawful for any person to 

transport into, receive, carry, or move from place to place 

within this state, except in the course of interstate 

commerce, any cigarettes which do not bear the insignia 

required by this party--except--£er--a--perBen--sl'4!ci£ica¼ly 

e•empted---¼n---l6-li-l3ifit, Any person violating the 

17 provisions of this section is guilty of a misdemeanor and 

18 shall be punished as hereinafter provided." 

19 

20 

SECTION 9. SECTION 16-11-133, MCA, IS AMENDED TO READ: 

"16-11-133. Sale and use of cigarettes without insignia 

21 unlawful. Every person who sells any package of cigarettes 

22 which does not bear the insignia required by this part and 

23 every person who uses or consumes a cigarette within this 

24 state, taken from a package which does not bear the required 

25 insignia, is guilty of a misdemeanor and shall be punished 
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as hereinafter provided,-exeept-that-a--~~son--speei£ica¼¼y 

exempted--ttnde~--~fte--p~ovisiens--e£-¼6-¼l-¼3it~t-llLl!ly-net-he 

eonsid~red-te-be-eet±n9-ttniaw£tt¼¼y-ttnder-~his-see~±on." 

NEW SECTION. Section 10. Codification instruction .. 

tseetion-it-is [SECTIONS 1, 2, ~ND 4) ARE intended to be 

codified as an integral part of Title 16, chapter 11, part 

1, and the provisions of Title 16, chapter 11, part l, app1y 

to tseet¼on-lt [SECTION_§ l~AND 41, 

NEW SECTION. Section 11. Effective 

APPLICABILITY. [This act) is effective 

PASSAGE AND APPROVAL AND APPLIES TO 

WHOLESALER AFTER JUNE 30, 1991, 

date 

attly--i7--¼99t 

SALES .MADE BY 

ON 

A 

NEW SECTION. Section 12. 'fer■inat.ion. 

terminates July l, 1993. 

[This act) 

-End-
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SENATE STANDING COHHITTEE REPORT 

HR. PRESIDENT, 

Page 1 of 2 
April 12, 1991 

We, your committee on Tayation having had under consideration 
House Bill No. 1012 (third reading copy -- blue), respect.fully 
report that Hou~e Bill No. 1012 be amended and as so a•ended be 
concurred in1 

1. Title, lines 5 through 13. 
Following, "#rP-P-b¥-.. 
Strikes remainder of line 5 through ·c1GARETTES·" on line 13 
Insert, "REQUIRING NEGOTIATIONS BETWEEN THE STATE AND TRIBAL 

GOVERNMENTS FOR COLLECTION or A CIGARETTE SALES TAX FROM 
NON-INDIAN PURCHASERS FOR CIGARETTES SOLD ON INDIAN 
RESERVATIONS; REQUIRING THE DEPARTMENT OF REVENUE TO REPORT 
FINDINGS CONCERNING NEGOTIATIONS TO THE INTERIM COMMITTEE ON 
INDIAN l\FFIIIRS;" 

2. Title, line 13. 
Following, "REQUIRING" 
Strike, "A REPORT" 
Insert, "THE INTERIM COMMITTEE ON INDIAN AFFAIRS TO PROPOSE 

LEGISLATION" 

3. Title, lines 14 through 17. 
Following: •LEGISLATURE;" on line 14 
Striker remainder of line 14 through "MCA;· on line 16 
Following1 "DATE" on line 16 
Striker remainder of line 16 through "~non line 17 

4. Page 1, line 19 through page 6, line 8. 
Strike, page 1, line 19 through page 6, line 8 in their entirety 
Renumber: subsequent sections 

5. Page 6, lines 12 and 13. 
Following: line 11 
Strike1 subsection {a) in its entirety 
Renumber1 subsequent subsections 

6. Page 6, line 17. 
Following1 ""representatives" 
Insert1 ", the Montana tribal chairman's association, and the 

state coordinator of Indian affairs" 

7. Page 6, lines 23 and 24. 
Following: •on" on lin@ 23 
Striker remainder of line 23 through Hon~ on line 24 

781226SC.Sji 

8. Page 7, line 1. 
Following1 ~monitor" 

Page 2 of 2 
April 12, 1991 

Inserts ''negotiations conducted pursuant to subsection (l}(a) for 
proposed cigarette" 

Following: ""collection" 
Strike: remainder of line 7 through ""16-11-111" 

9. Page 7, line 11. 
Following: line 10 
Insert: "(c) after public hearings and consultation with tobacco 

wholesalers and retailers, propose legislation to the 53rd 
legislature to provide for collection of the cigarette sales 
tax from non-Indian purchasers for cigarettes sold on Indian 
reservations. The legislation must include a mechanism to 
prevent dual taxation by providing for revenue sharing 
between the state and a tribal government that has adopted 
an ordinance imposing a cigarette tax that is identical to 
that imposed by the state.• 

Renumber1 subsequent subsections 

10. Page 1, line 18 through page 10, line 8. 
Strike1 sections 6 through 10 in their entirety 
Renumber1 subsequent sections 

11. Page 10, lines 9 and 10. 
Following: ""date" 
Strike, "-- APPLICABILITY" 

12. Page 10, lines 11 and 12. 
Following: •APPROVAL" on line 11 
Strike: remainder of line 11 through •1991ft on line 12 

Sigr:ed: Jl/(.;,,.v_ /1!,'Ci.£ ... ,,h,,,,~--.,, .... 

Ii{ ~:,,,: /.2 ·'// 
~ . Coard. 

5(3 -'/-/,;)-?/ 
Sec. of Senste 

/d,5~ 

SENATE 
Ha IOI). 
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HOUSE BILL NO. 1012 

INTRODUCED BY ELLIOTT 

BY REQUEST OF THE HOUSE TAXATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT 'l'B-APPb'i APPb'iiH6 'l'HB 

ei6ARB'l''l'B-SAhBS-'l'AM-'l'8-Abb-HSB-AHB-eBHSHMP'l'iBH-BP-ei6ARB'l''l'ES 

BN--AN--fNBfAN--RBSBRYA'l'fBH--BKeBP'l'--B'i-MEMBBRS-BP-AH-iHBfAH 

'l'RiBB-0H-AN-fHBiAH-RBSBRYA'l'i0H;-PR9YiBiHS-PBR-A-RBPliHB-BP-0R 

eRBBi'l'-PBR-'l'AKBS-PAf9-BH-€iSARB'l''l'ES-S0bB-'l'0-'l'RiBAb--MEMBERS~ 

PR9YiBfNS-AH-fHeREASE-tH-'l'HB-APPR0PRiA'l'i0H-'l'B-'l'HB-9BPAR'l'MEH'l' 

0P--RBYBHHB--P0R--Pi5€Ab--¥BARS--i992-ANB-l993-'l'B-A9MiHiS'l'BR 

eBbbBe'l'f0H-BP-eIGARB'l"l'B-'l'AMBSr-PR0YIBfH6-A-eiYib-PEHAb'l'Y-PBR 

'l'HB---P8SSBSSi8H---ee---BHS'l'AMPBB---eIGARE'l''l'BSr RE_Q_UIRING 

NEGOTIATIONS BETWEEN THE STATE_AND TRIBAL GOVERNMENTS FOR 

COLLECTION OF A CIGARETTE SALES TAX FROM NON-INDIAN 

PURCHASERS FOR CIGARETTES SOLD ON INDIAN RESERVATIONS; 

REQUIRTNG THE DEPARTMENT OF REVENUE TO REPORT FINDINGS 

CONCERNING NEGOTIATIONS TO THE INTERIM COMMITTEE ON INDIAN 

AFFAIRS: REQUIRING A-RBPBR'l' THE INTERIM COMMITTEE ON INDIAN 

AFFAIRS TO PROPOSE LEGISLATION TO THE 53RD LEGISLATURE; 

AMENBiNS SEe'l'f0N SE€'l'f0HS t6-ii-i±i, i6-ii-il3,-l6-ll-ll9, 

t6-ii-±3i,-ANB-±6-ii-l33, M€A; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE7--AH--APPbf€ABfbi'l''i--BA'l'E, AND A TERMINATION 

DATE," 

~,,. , • .,.,.,, •• '""=" 
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WHBRBAS7 -~he-be9istatttre-proposes--to--e¼iminate--ttn£air 

eompetttt•e--bttsiftess--advantaqee--now--en;oyea-ay-reta¼tere 

operat±n9-on-Ynd±an-reservet±ons-±n-dt~eet-eofflpet±t+en--w±t" 

bttsinesses--operated--0££-the-reservat±ons-by-requ±r~ng-that 

etgareetes--so¼d--to--noft-indian--p~rchasers--on--an--indtan 

reeervat±on-have-e-Montana-eigarette-tax-stamp-af£±xed--eyen 

if-so¼d-by-an-Tnd±an-retai¼er;-end 

WHEREAS,--the--Ce9±s¼atttre--a¼so--reeognizes-that-fndian 

trtees-in--Mentana--a½so--v±ew--eertain--state--taxes--eeing 

assessed--age±nst--the--tr±bes--and--triba%--members--on-the 

reservation,-¼ne¼ttd±n~-£tte¼--and--e±coho±--taxes,--as--being 

ttn¼awftt¼;-and 

WHBRBAS,--a¼thoagft--the-begis¼at~re-proposes-to-exercise 

its-constitttt±ona¼-attthor±ty-to-seek-ass¼stanee-~rom--tribal 

attthor±ties--in--co½½eetin~-et~arette-ta~es-£roffl-non-indians 

on--the--reservations,--±t--aiso--reeogn±zes--the--need--£or 

discttss±on-and-ne9otiatien-with-fnd±an-tribes-±n-Montana--to 

ave±d---dtta%---taxet±on---and--to--deve¼op--a--eomprehenstve 

reso¼~t±on-0£-a¼l-reser~at±on-taxation-isettes-affecting-both 

the-state-and-the-tribes• 

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

NEW-SE€~feN.--seetion-¼o--BeEin±t±ons7---~s---ttsed----±n 

r~eet~ons-t-thrott9h-3t,-~"e-foiTow±ng-def±n±~±eM~-appiy~ 

t±t--ufnd¼an--~e9er~ationu--mean~-fn0~8n-±cn09-eeee~a½½y 
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dee¼ared-~o-be-a-reser•at¼on-for-aft-indian-tribe--by--treaty 

between--the--tribe--and-any-territoriai-qovernfflent-or-state 

~oyer!'U'ftent-or-t~e-Bnited-States-ge¥ernme"t-or-established-by 

aets-of-the-H"ited-States-eongress-or-by-rorma¼-deei9ion--of 

the-exeeative-braneh-ot-the-Hnited-States. 

tit--ufndian--reta±ter•--means--a-b~siness-or-enterprtse 

that-is-whol¼y-owned-and-ope~ated--by--an--~nd½an--tr½be--in 

Montana-or-a-bas¼ness-or-enterprise-that-is-who¼¼y-ovned-and 

operated--by--one--or--more-fflembers-oE-a-tr±be-in-Montana-on 

whose-reservation-the-bttsiness-or-enterprise-is-¼oeatedo 

NBW-SE€~f9NT--5B€~19H-iT--STAMPS----APPfMEB----9H----Abb 

€1SARB'l"l'BS-----BM€BPTf0HT--BHBBPT--PeR--e1sARBTTBS--SebB--6H 

MfblTM¥--RBSBRYATf6HS7--Abb-BISARBTTBS-S0bB-fH-M6HTAHA-M65T 

HAYB-A-M6H'l'AHA-€f6a'lRBTTB-TAM-STAMP-APPiMBB-PRl0R-T6-SAbBT 

Seet±en-3,--seetien-¼6-l½-i±½T-MeA,-±s-amended-te-read~ 

•t6-ll-¼¼¼o--€igarette-sales-tax ---BMEMP~i0N-P8R--SAbES 

T9--TNBIAH9• ~here--is--hereby t¼t-A-tax-en-the-pttrehase-of 

eigarettes-£or-eenadmpt±en7 -ttse,-er-any-pttrpo9e--ether--than 

resale-in-ehe-reg~lar-ee~rse-of-btt!±ness-±s-le~iedT-ifflposedr 

and--assessed--a~-the-£o¼¼ow½ng-rate-and-tkere sha¼l mttst-be 

eel¼ected preeo½¼eeted-by-~he-whelesa¼er--and--pa~d--to--the 

state--of--Mentana-ttpen-e±garettes-sold-or-possessed-in-th±s 

state-the-fel¼ow~n9-exe¼se-tax-whieh-shall-be-paid-prtor--to 

the--ttffle--0£--saie--~nd-det~~ery-0€-e~qarettes~-¼6-~~n~~-ort 

eaeh-paekage-eontetrting-i8--e~ga~ettes--and,--w~~n--pueka~e~ 
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centain--more-or-¼ess-than-i&-ei~arettes,-then-a-taH-en-eaeh 

ei~arette-e~ttal-to-lfi8tft-the-tax-on-a-paekage-eonta±ning-i6 

eigarettesT 

±it--~he-tax-imposed-by-this-9eetion-does-net--app¼y--te 

e¼garettes--so¼d--by--an--fndian--retai¼er--to--members-0£-a 

Eederaliy-reeogn±zed-fndian-tribe-within-the--bottndaries--ot 

the-tribe~s-reser•atien-¼ecated-tn-MontaaaT 

t3t--~he---tax---±mposed---ey---this---seetion--mttst--be 

preeo¼leeted7-stte;eet-to-refttnd-or--eredit--as--pr0Yided--in 

sttbseetien--t4tT--en--a¼¼-eigarettes-entering-Montana-~nd±an 

reservat±ensT 

t4t--Wfteiesa¼ers PHR56AHT-T9-THB-PR0€BB6RB--PR6V¼98B--fH 

saesee~1eN--t5t1 --WH8b5SAbBRS making-sales-ot-eiqarettes-te 

fndian-retailers-may-app¼y-to-the-department-£er-a-reEttn~-o£ 

or-eredit-ror-taxes-preeo¼leeted-en-eigarettes-so¼d--hy--the 

~etsi¼er~-te-meMbers-0£-an-Jndian-t~iee-on-wfteee-~eservet¼on 

the-retai½-sale-±s-ffledeo ~he-e¼a±m-£or-eredit-or-re£ttnd-mcst 

~e--made--on--the--who¼esaleris-eigarette-tax-retttrn-£or-the 

report±ng-per±od-±fflfflediately--£o¼¼ow±n9--the--period--dttrin9 

whieh--the--e%9arettes--were--ee½d--by-the-wholesa½er-to-tfte 

retailerT ff-net-e¼a±medT-the-ered¼t-er-refand-is-¼ostT 

t5t--THB-BISTRIBHTl0N-0P-TAH-PRBB-816ARBTTBS-T8--iHBiAHS 

MHST---BB--IMPbBMBHTBB--THR96SH--A--S¥5TBM--6P--PRBAPPR6YBB7 

WH6bBSAbBR-5HiPM8HTST--bfeBHSBB--M0HTAHA--WH9bBSAbBRS--SHAbb 

eeNTA€T-THE-BBPARTMEHT-P0R-APPR9VAb-PRl9H-T6-SHfPMEHT-0P-THB 
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BHTAMBB-eI6ARBTTB6~-TH6-BBPARTMBHT-MA¥-ABTH6RlSB-SAbBS-BASEB 

6H--lfflBTHBR--THB--eeeTA-P6R-THAT-PARTl€BbAR-SBRYieB-ARBA-HAS 

BBBH-MBT~-lP-THB-5AbB--lS--ABTH6RlSBB--AS--TAM--EMEMPT,--THE 

WH6bESAbBR7-BP6H-PR6YIBlH6-PR08P-6P-BRBBR-AHB-BBhlVBR¥-T6-AH 

BMBMPT-RBTAlhER,-MBST-BB-PR6VlBBB-A-€REBIT-6R-A-REPBHB~-eHeE 

THE--Abb6€ATl6H--P6R--THB--PARTl€BbAR--SERYleE-AREA-HA5-BEBH 

PlbhEB7--THB--BBPARTMBHT--SHAbb---IMMEBIATBb¥---H6TIP¥---Ahb 

WHBbBSAbERS--THAT-Abb-PllRTHBR-SAbBS-BH-THAT-RBSERYATlBH-MHST 

BE-TAMEB-AHB-THAT-€bAlMS-P6R-RBPHHB-BR-€REBIT--Wlbb--H6T--BB 

E6NBRBB--P6R-THB-RBMAlHBBR-6P-THE-M6HTH~-Ahb6€ATl6HS-ARB-HM 

TRANSPERABbE-BETWEEN-MBHTHS-6R-BETWEEH-lHBlAH-RESERVATlBHS~ 

t5tf6+--~he-tota¼-amettnt-er-reE~nde-o~--eredits--a¼¼owed 

by--the-departfflent-to-all-who¼esalers-e¼aim±ng-the-refttnd-or 

credit-ttnder-sttbseetion-t•t-Eor-any report±ng--per±od M0N~H 

fflay-not-exeeed-an-amottnt-that-~s-egtta½-to-t~e-tax-dtte-on-the 

avera9e--indi¥idtta¼-eensttmption-of-e±9arettesT-determ±ned-±n 

a-m8nn~r-prov±ded-by--department--rttle, mtt¼tipi±ed--by--t~e 

triba¼--member--poptt¼at±on--0£--the-reeervat±on-on-whieh-the 

sales-are-made~ THE-BBPARTMHHT-SHAbb-BETERMIHE-THE-AM6HHT-6P 

RBPHHBS-6R--€REBlTS--PBR--BA€H--fNBfAH--RBSERYATfBH--AT--THB 

BE6lHHIN6--BP--EA€H--PISeAb-¥eAR,-HSIH6-P6PBbATf6H-BSTlMATES 

AHB-6THER-BATA-lSSHEB-B¥-~HB-HNf~BB--STATES--68VERNMEHT~ If 

the--teta¼--amottnt-0£-refttnds-e¼a±med-by-who¼esaie~s-exeeeds 

t~e-amo~nt-eomp~ted,-the-eia±m9-by-t~e-w~o±e~a±er~--~tt~t--~e 

redtteed---proportiona¼iy---Oased--on--the--total--~mottnt--~! 
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on-reservation-etts¼ness-eondtteted-by-eaeh-who¼esa¼er-to--the 

amottftts--neeessary-to-make-the-totai-of-ai¼-the-e¼a~ms-eqtta¼ 

to-the-a¼lowa~¼e-maximttmo 

t6jtTt--A-~efttnd-or-ered±t--may--not--ee--al¼owed--to--a 

who¼esaler-ttn¼ess-the-who¼esaler-eert±£±es-to-the-department 

P8RS8AN~--~8--l6-¼i-¼3%t~t that-the-eeonomie-bene£it-o£-the 

ered±t-or-refttnd-has-been-passed-on-to-the-Ynd½an--retailers 

to-whom-the-sa%ee-were-ma0e~H 

HBW-SEeTI6H,--seeTf6H-4,--€fYlb--PEHAbT¥--PBR-P6SSHSSl6H 

BP-BNSTAMPBB-€t6ARBHES.-fH-bfEH-8P-THB--€RlMIHAb--PEHJ\bTlBS 

PR6YiBEB-fH-TfTbB-¼67-€HAPTBR-¼l,-PART-¼,-THB-BBPARTMEHT-MA¥ 

ASSESS--A--PBRS6H--P6SSBSSIN6--HHSTAMPEB--et6ARB~TBS-A-€lYlb 

PEHAbT¥-6P-$i59-P6R--THe--PlRST--PHbb--6R--PARTfAb--PAeK--9P 

HHSTAMPEB--eI6ARETTBS--ANB--$l0--P6R-BA€H-ABBfTrBHAb-PHbb-6R 

PART!Ah-PA€K-BP-8HSTAMPEB-et6ARE~TBS, 

NEW SECTION. Section 1. Revenue oversight -- state and 

tribal negotiations repoct to legislature. (1) The 

legislature directs the department of revenue to: 

tat--ne~ot¼ate-with-±nd±v±dtta±-tr±ees-with±n--tfte--etate 

on-the-methode-or-±m~¼ementi"q-tth±e-aett~ 

tbtfil discuss and negotiate alternative methods for 

Lhe collection of cigarette taxes, including the possibility 

of future tribal taxation, with the tribal governments of 

CdCh Montana reiservacicn ~, their desig:eated 

representatives, THE MONTANA TRIBAL CHAIRMAN'S ASSO~IATIO~~ 
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AND THE STATE COORDINATOR OF INDIAN AFFAIRS; 

tet1!.l. discuss and negotiate with individual Indian 

tribes in Montana the possibility of resolving other state 

taxation issues, including but not limited to the imposition 

of fuel and alcohol taxes on Indian reservations, through 

state-tribal cooperative agreements; and 

tdt~ report its findings on the---eo¼¼eetien---er 

eiga~e~~e--~aMes--pttrsttaft~--eo-¼6-¼¼-¼¼¼-etf'le-o~ negotiations 

with tribal authorities on a comprehensive state-tribal 

taxation agreement or proposed legislation to the interim 

committee on Indian affairs prior to the 53rd legislative 

session. 

(2) The legislature also directs the interim committee 

on Indian affairs to work with the Montana tribal chairman's 

association, the state coordinator of Indian affairs, and 

individual tribes to: 

(a} monitor NEGOTIATIONS CONDUCTED PURSUANT TO 

SUBSECTION (l)(A) FOR PROPOSED CIGARETTE tax collection made 

p~r9ttant-to-¼6-¼¼-½½½; 

(b) consider alternatives for cigarette tax collection, 

including possible cooperative agreements to avoid dual 

taxation by state and tribal governments: 

(C) AFTER PUBLIC HEARINGS AND CONSULTATION WITH TOBACCO 

WHOLESALERS AND RETAILERS, PROPOSE LEGISLATION TO TH£ 53RD 

LEGISLATURE TO PROVIDE FOR COL~ECTION OF THE CIGARETTE SALES 
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TAX FROM NON-INDIAN PURCHASERS FOR CIGARETTES SOLD ON INDIAN 

RESERVATIONS. THE LEGISLATION MUST INCLUDE A MECHANISM TO 

PREVENT DUAL TAXATION BY PROVIDING FOR REVENUE SHARING 

BETWEEN THE STATE AND A TRIBAL GOVERNMENT THAT HAS ADOPTED 

AN ORDINANCE IMPOSING A C}GARETTE TAX TRA~ IS IDENTICAL TO 

THAT IMPOSED BY THE STATE. 

teti.Ql identify other unresolved taxation issues, 

including but not limited to the imposition of fuel and 

alcohol taxes on Indian reservations, between the state and 

Montana Indian tribes; and 

tdtill_ propose legislation to the 53rd legislature that 

would facilitate a cooperative government-to-government 

resolution of all Indian reservation taxation issues. 

SB€~f0N-6T--SS€~f0N-i6-ii-ii3,-MEA7-fS-11MSNBSB-'!'6-RBABT 

lli6-¼½-i¼3,--~ax-±nsignie,-t¼t--Within--~Z--hottrs--a£ter 

reeetpt--by--the--di9tribtttor--or--dea%er-0£-any-ei9arettes7 

exeept--as--hereina£ter--pro~ided7--he--shai¼--eattse--to--be 

seettreiy-aff±xed-thereto-the-reqttired-±n~ign±e-denoting--the 

tax--thereon,--A--person--spee±£±ea½½y--exempted--ttnder--the 

pro~isions--o£--i6-¼i-±3%tit--may--not--be--eons±dered-to-be 

eetin~-ttn½ewftt%¼y-ttnder-this-see~iono 

+zt--Said-±ns±gnia-sha¼¼-ee-prop@r¼y-eenee¼ed--pr±or--to 

sa¼e--or--remo~e¼-£or-eonsttmpt±on,-ttnder-stteh-regtt¼etions-as 

the-riepartme~t-m8y-preseribe7 

t3t--Eech-paeke~e-~~aYY-ha~e-the--req~ired--insignia--to 
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a£fi•--thereto--in--stteh--a-ma"ner-that-the-±nsiqn±a-wi¼¼-be 

destroyed-when-the-pae~age-±s-opened7 

t4t--Who¼esa±ers-and-retai¼ers-¼ieensed-under-th±s--pa~t 

may--btty,--sel¼,-or-haye-in-the±r-pessession-on¼y-eiqarettes 

wh±eh-have-the-insignia-prov±ded-£or-±n-this--part--on--eaeh 

paekage•--~he--±ns±gn±a--prov±ded--Eor-in-th±s-part-shall-be 

so¼ft-to-and-aEE±xed-by--¼±eensed--who¼esa¼ers--and--¼±eensed 

reta¼¼ers-on½yo 

t5t--Wftenever--any--eigarettes-are-£ottnd-±n-the-p¼aee-or 

bttsiness-0£-any-un¼ieensed-wholesa¼er,--retai¼er,--or--other 

persen--without--the--±ns±gnia--affi~ee--and-eaneeled-or-not 

mar~ed-as-having-eeen-~eeeived-by-the-ttn¼±eensed-whe¼esa¼er, 

retailer,-or-person--within--the--preeedin9--Ti--hottrs7--the 

prestt1Bptien--shall--be-that-stteh-ei9arettes-are-~ept-there±n 

in-v±olat±on-e£-the-prev±s±ons-of-th±s-part.-

SB€Tl0N-~.--SB€Tl0N-T6-ll-ll97-MeA,-IS-AM8NBEB-T0-REAB~ 

-¼5-¼¼-¼l97--Bispos±tion--o£--taxe~------ret±rement---o£ 

bonds• A¼¼ tlt--Bxeept--as-prov±ded-in-snbseetion-t~t,-a¼l 

moneys-eo¼¼eeted-ttnder-the-proYie±ons-0£-¼6-¼¼-¼¼¼,-¼e~s-the 

expense-or-eo¼leeting-all-the--taxes--¼eviedy--ifflposed,--and 

assessed--by--said--seetienT--shall--be--pa±d--to--the-state 

treasttrer-and-depos±ted-as-fo¼¼ows~-T9o89%-in-the-long-range 

btti¼din9-pro9ram-~ttnd-in-the--debt--serv±ee--£ttnd--type--and 

Z90¼±%--i~--~he--lon9-ran9e--btt½¼di~9--program--f~nd--±~-~he 

eapital-projeets-fttnd-typeo 
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t~t--~he--fe¼¼ewinq---meney7---eo¼¼eeted---ptt~~ttant---to 

¼6-¼l-¼¼¼,-is-appropr±ated-to-the-department~ 

P±sea¼-year-¼99%-------------------------------------$647 rT~ 

Pieea¼-year-¼993-------------------------------------5678T~-

SB€Tl0N-8T--SE€Tf0N-t6-tl-t3t,-M€A7-IS-AMENBEB-T0-RBAB~ 

•16-ll-%3lo--Transportin9--ei9arettee-vithottt-ineignia-a 

misdemeanor.--ft--shal¼--be--ttn¼awftt¼--for--afty--persen---to 

transport--iftto,-reeeive7 -earry,-or-mo•e-from-plaee-to-plaee 

within-this--state,--e~eept--in--the--eottrse--of--interstate 

eormneree7--any--ei9arettes--whieh--do--ftet-bear-t~e-insignia 

reqttired-ey-t"is-part7 --exeept--for--a--person--speei£iea¼¼y 

exempted---±n---t6-%¼-¼3itit7---Any---person--vio¼atin9--the 

provisions-of-this-seetion-is-gailty-of--a--miedemeaner--and 

eha¼l-be-pttniehed-as-hereinafter-provided.~ 

SB€Tf0N-9.--SB€Tf0N-l6-tl-T33,-M€A,-fS-AMENBEB-T0-RBl\0~ 

-¼6-¼l-l33o--Sa¼e-and-ttse-e£-eigarettee-w±thettt-±neign±a 

~nlawftt¼,--Every--person-who-sells-any-paekage-of-ei9arette~ 

whieh-does-net-bear-the-±nsign±a-reqttired-ey-th±e--part--and 

every--person--vho-ttses-or-eonsttmes-a-e±garette--within-thie 

etate,-teken-from-a-pae~age-whieh-does-not-bear-the-reqtt±red 

±nsignia,-±~-gtt±¼ty-oi-a-misdemesnor-and-shal¼--ee--pttnished 

as--hereinatter--provided,-except-that-a-person-speei£ie~¼¼y 

exempted-ttnder-~~e-provisions-oi--¼6-¼¼-i3it~t--may--noe--be 

eon~ide~ed-~o-be-ae~±n9-on¼ew£tt±±y-~nder-th±~-~eet±on~u 

NEW-SEe~t8N7--Seetion-ts~--€od±f±eat±on-----±nstrttet±ono 
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l tSeet±en--tt--¼e tsBe~18NS--¼7-i7-ANB-4t-AAe-±ntended-te-be 

2 eed¼£¼eS-a~-an-±nte~re¼-part-0£-~±t¼e-¼67-ehapter--l¼7--par~ 

3 ¼7-and-the-p~ev~sions-o~-~ttle-¼6,-ehe~~er-±¼,-pt1rt-i7-app¼y 

4 ~e-tseet½en-tt +see~i8NS-t,-i,-ANB-◄t~ 

5 NEW SECTION. Section 2. Effective date - --

6 APPbieABibi~¥. [This act] is effective att¼y--¼,--±99¼ ON 

7 PASSAGE AND APPROVAL ANB--APPbiBS--~8--SAbE5--MABB--B¥--A 

8 WH8bB5AbBR-AP~~R-a0NE-397-t99t. 

9 NEW SECTION. Section 3. Ter■ination. [This act] 

10 terminates July 1, 1993. 

-End-
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