: AA ;"w i,/‘!‘y

MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

April 11, 1983

The sixty-fifth meeting of the Taxation Committee was called
to order at 8 a.m. by Chairman Pat M. Goodover in Room 415 of
the Capitol Building.

ROLL CALL: All members were present.

Chairman Goodover announced that because we are nearing the end
of the session and because of the increasing importance of the
bills upon which the committee is acting, he would allow voting
by proxy.

CONSIDERATION OF HOUSE BILL 511: Representative Francis
Bardanouve, House District 6, sponsor of the bill, said this is
one of the more important bills of the session. This will finance
a long-range building program for the 1983-85 biennium. As
originally conceived by the administration, it would put an
assessment on cigarettes and on liquor, but the House amended
the bill to take out liquor. It originally increased the
cigarette sales tax from 12 cents to 15 cents, but the House
amended that up to 16 cents. HB 900, he said, will finance the
projects listed on pages 3 through 6 of HB 900, attached as
Exhibit A to these minutes. Representative Bardanouve compared
Montana's cigarette sales tax to that of other states (figures
are in cents):

Oklahoma — 18 Connecticut - 21
Oregon - 19 Delaware - 14
Pennsylvania - 18 Minnesota - 18
South Dakota - 15 Idaho - 9
Wyoming - 8 Indiana - 10
California - 10 Michigan - 21
Hawaii - 40% of Maryland - 16
retail Kentucky - 3
Alabama - 16 Washington - 23
Arizona - 13 North Dakota - 18
Arkansas - 17.75
PROPONENTS

»

J. D. Holmes, représenting the Montana Arts Advocacy, said their
particular interest is getting funding to construct the Veterans
and Pioneer Building Addition in the Capitol Complex. It funds
a much needed "make work" program. There is no other feasible
means of putting this into effect, so they support HB 511. The
cigarette sales tax has always been a favorite money raiser.
Raising the cigarette sales tax never drove down cigarette
consumption.
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Dave Lewis, from the Office of Budget and Program Planning, said
they intend to submit a measure that would pay for this biennium's
building program. It would pay the debt service without taking
money out of the general fund.

Ken Heikes, Administrative Vice President at Eastern Montana
College, supported HB 511 (Cisel Hall remodeling and addition,
EMC, under HB 900).

OPPONENTS

Jerome Anderson, representing the Montana Cigarette Institute,
submitted written testimony, attached as Exhibit B.

Jerry Fetters, representing Jerry's Highway Service, complained
that he and other cigarette retailers are forced to pay the
sales tax up front, and it hurts their cash flow. After the
federal taxes went up, he couldn't purchase cigarettes for
vending machines.

Tom Maddox, representing the wholesale tobacco distributors in
Montana, submitted written testimony, attached as Exhibit C.

Mr. Maddox said he was asked by Senator Stephens to prepare a
“fiscal note" for HB 511, showing the impact on Montana consumers
of cigarettes. The note and Mr. Maddox's explanation thereof
are included in his testimony (Exhibit C).

Mike Parker, representing Penningtons, Inc., said they are a
wholesaler of different products, including cigarettes. They
may hold 40,000 cartons of cigarettes in inventory. They pay
$2.80 in taxes per carton of cigarettes, which amounts to
$112,000 in prepaid -cigarette taxes. This year they have to
pay $32,000 in federal sales taxes. HB 511 will add another
40 cents per carton, or an additional $16,000 in prepaid sales
taxes, an interest-free loan to the government. It limits
their freedom to invest those funds in other resources. We
live in a competitive market. He noted that 11.5 billion
cigarettes--$7 million worth--were purchased tax-free on
reservations last year by law-abiding citizens. The next few
years could see a $20 million loss like that. He urged the
committee not to pass HB 511.

Tucker Hill, representing the Tobacco Institute, said that if
refunding occurs, $6 million will become available due to the
elimination of the reserve fund in HB 448. The Department of
Natural Resources and Conservation stated in their testimony

on HB 448 that their current rental payments are $250,000 a year,
and their utilities are in addition to that (referring to HB 900
and the appropriation of money for construction of a new DNRC
facility at the Capitol Complex). Section 3 of HB 448 does

away with the long-range building program, he said.

Keith Anderson, Montana Taxpayers Association, said Montana
should have moderate taxes which are high enough to produce
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revenue but low enough for public acceptance. There are

side effects when taxes are raised, and with property taxes,
there is the classification act. Look at Montana's cigarette
sales tax. Twenty-eight states have a higher cigarette sales
tax than Montana; 8 are the same; and 14 have a lower cigarette
sales tax. As of July 1, if HB 511 is enacted, 18 states will
have a higher cigarette sales tax; 3 (at 16 cents) will be the
same; and 29 will have a lower sales tax. Whether a 33.3%
cigarette sales tax will bring about a black market for ciga-
rettes remains to be seen. Montana will have a higher cigarette
sales tax than its surrounding states. See Exhibit D. HB 448
has been mentioned. This bill is misleading, he said. If

you review the long-range building program, the excess of the
cigarette sales tax flows into the general fund over the next
three years. Mr. Anderson asked that if HB 511 is passed that
it be made a general fund source of revenue. Milton Friedman,
a well-known economist, once said that you control spending

by controlling revenue. One poll Mr. Anderson was aware of
showed that 98% of those polled were against the building of
the new DNRC facility. He felt the committee should take
another look at the wish list (in HB 900).

Jerome Anderson explained the long-range building program as it
is shown on the chart attached as Exhibit E. The administration
wants to continue the flow of money into the general fund.

There is adequate money being raised now to fund the additional
long-range building program without the necessity of HB 511.

If you want a reasonable program, you can fund that program out
of the existing revenues from the cigarette tax. He asked that
the committee also look at the new bond program that has been
authorized by HB 448. Under HB 448, any new bonding will not

be done under the long-range building program sinking fund
‘operation. Everything else will be general obligation bonds..
HB 448 also provides for refunding bonds. They have been in

the process of examining refinancing existing bond issues
through new bond issues. They have two proposals. The complete
proposal of The First Boston Corporation is attached to the
original set of these minutes (Historical Society copy) as
Exhibit F, and copies of the letter directed to Morris Brusett
and a copy of the "table of contents" are attached to the

Law Library and Legislative Council copies of these minutes.

The First Boston's arrangement has fairly level payouts. The
second proposal was from Boettcher & Co., which has a declining
payout arrangement. They could not get a complete copy of the
proposal from anyone; however, Boettcher did release a copy of

a "Comparison of 3 ‘Options to 20 Year Level Debt Plus Existing

5 Issues" at a $43'million level, attached as Exhibit G.

Mr. Anderson criticized Boettcher because he felt the legisla-
ture should have access to the complete proposal. The Department
of Administration has gone to a third party organization to have
this reviewed, he said. He asked the committee to consider

this when passing the bill at 4 cents, or less, or not at all.
This is an unfair tax. He suggested taxing art for the museum
or taxing student fees for the riverfront property at the U of M
in Missoula to raise revenue. {
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Questions from the committee were called for.

Dave Lewis, Office of Budget and Program Planning, noted that
one cent equals about $950,000, so 4 cents is $3.8 million
a year. ,

Senator Norman asked Mr. Lewis to comment on HB 448. Mr. Lewis
deferred to Mr. Brusett, who said they didn't want reserves any
longer; all future bonds will be sold under the new act.

Senator Norman asked if HB 448 contemplated that the long-
range building program would be phased out. Mr. Brusett said
the old act requires a sinking fund where you keep one year's
redemption; the new act does not have that requirement.

Senator Towe asked about the obligations of the general fund
and future bonds under HB 448. Mr. Brusett replied that the old
act was a double-barrelled act. You had to pledge a lot more
than you ever needed to get a good rating. Then they began
general obligation bonds, so now the state has stepped over to
all general obligation bonds.

Senator Towe asked if they were changing the income and
corporation taxes (11%) or if they would still flow through.

He wondered if all of the cigarette and tobacco taxes would be
required to pay the bonds. Jerome Anderson responded that the
cigarette and tobacco taxes raised $11.6 million. If new bonds
are refinancing the existing debt, this program will continue
because payments need to be made out of the sinking fund. If
they are all paid, the sinking fund is gone, and it all flows
into the general fund. At the present time, there is an excess
amount of money in there to be applied to the additional debt
requirement. Under the present tax of 12 cents, you may not

get the overflow into the general fund, but the money is there
for a dedicated purpose, and it is being misused. Of the $9 millior
that is reserved, about $3 million is earmarked for specific ’
agencies that have other bond payments involved from other

money sources. They will get that money back. That leaves

$6 million in cash that could be used for immediate cash payment
against the prison, for debt service or whatever, and he urged
the committee to recognize that when they make their decision.
Dave Lewis agreed with Mr. Anderson and said that was the
principle suggested earlier.

Mr. Anderson said that if HB 511 is passed at 4 cents and the
program is reduced; there will be more excess. He mentioned the
Billings Gazette article on Sunday, April 10, 1983, in which

93% of the people polled said they would vote no on special
school levies. One third said they might vote for a smaller
levy, but 2/3 said they would vote for no additional levies.
According to the poll, the bond levy on May 31 will fail. The
legislature should recognize that also, he said. The Business
and Industry Committee makes the proposals, but the Taxation
Committee holds the pursestrings. Taxation has the responsibility
of determining what Montanans can afford to  spend.
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Senator Goodover asked Representative Bardanouve to comment
on the adverse reaction to the DNRC program. Representative
Bardanouve said they recognized 8-10 years ago, that DNRC was
in inferior facilities. They looked at the situation in 1977,
1979, and 1981, but other projects were more important. The
present DNRC facilities aren't all bad and aren't all good.
Some of it is very antique and inefficient. From a fire
standpoint, it is unsafe. The elevator can be used only for
freight.

Senator Lynch asked if cigars and pipe smokers would be
affected by HB 511, and Representative Bardanouve said no.

Senator Crippen asked what the rationale was for deleting
liquor from the bill, and Representative Bardanouve responded
that Butte was opposed to it.

Senator McCallum said that right now, they are bringing in

$3 million above the debt service ($6 million) and wondered

if, under the long-range building program, they could sell
another $30 million in bonds. Dave Lewis replied that they
could sell as many as they want, but they reduce the general
fund by that amount. They would have to lower the general fund
by $6 million.

Senator Elliott wondered if the Office of Budget and Program
Planning had considered diminishing returns on the rate of
tax. Mr. Lewis stated no, that the tax per pack of cigarettes
has not been increased since 1971. State taxes decreased
substantially.

Jerome Anderson said cigarette sales increased until about 4

or 5 years ago. The state sales have declined about 5% so far
this fiscal year. It is estimated that tax increases will
decrease sales by 6% nationally. There has been some indication
that sources for cigarettes sold on the reservation are coming
from Washington or Oregon.

Mike Parker added that Montana wholesalers and others go to
the reservations.

Morris Brusett said the state would lose $23 million in the
First Boston Corporation deal and only $16 million in the
Boettcher deal. Boettcher came to them suggesting that it
was advantageous to refund the bonds. They had agreed to
send Boettcher's proposal to Peat, Marwick and Mitchell for
an opinion before releasing the contents of the proposal. On
refunding bonds, we lose $20 million. However, we make

$36 million on the new issue, so it nets out to $16 million.
The advantage is in restructuring the debt.

Senator Towe asked Mr. Brusett to give the committee an idea
of where the state is now. Dave Lewis responded, saying that
by rolling in with the state issues they got a better interest
rate.
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In closing, Representative Bardanouve said that this may be one
of the last long-range building programs for a few sessions.

He doubted that there would be a revenue source to support a
long-range building program. He said he didn't understand Tom
Maddox's figures and said it just confuses the issue. The
only possible money you will have freed up is refunding all

the bonds. He was surprised that Jerome Anderson would oppose
.HB 511, saying the Tobacco Institute had long been in favor of
the tax. He was surprised, too, that Butte opposed the bill,
since HB 900 gives them a classroom at Montana Tech.

The hearing on HB 511 was closed.
CONSIDERATION AND DISPOSITION bF HOUSE BILL 739: Senator

Elliott moved that the 20% investment credit go back into
effect on January 1, 1985. The motion was seconded.

Senator Towe suggested inserting an applicability date
section stating that the figure in section 1 (amending
15-30-162(2) (a)) and in section 2 (amending 15-31-123(4) (a))
go from 5% back up to 20% on January 1, 1985, and that

Cort Harrington draft amendments to accomplish this.

In 1985, Senator Elliott wanted the credit to go back to
20%, back to the $5,000 plus 50% limit, with carryovers and
carrybacks and with the exclusion of the rehabilitation credit.

Senator Halligan felt a credit should be given for rehabilita-
tion costs and made a substitute motion to include a credit
for rehabilitation costs. The motion was seconded.

Senator Elliott spoke against Senator Halligan's motion to

amend because he felt an industry's determination to renovate
would not be swayed by what is allowed as a credit. When this
first came into effect in Montana, we did not have the rehabili-
tation credit.

Senator Eck wondered whether this was cost effective.

Senator Towe had reservations as to whether it was incentive
enough. Senator Elliott has a good point, he said. A large
part depends on whether we have the carryover and carryback
provisions. It could be expensive to the state. It could
be limited to the income made on a particular building.

A roll call vote wds taken on Senator Halligan's motion, and
it failed 7-8 (attached to standing committee report as
Exhibit H to these minutes).

Senator Norman asked what HB 739 was going to do to the
fiscal note. Senator Eck responded it would be a §$7 million
effect instead of $9 million.
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Senator Lynch asked Chairman Goodover if he was going to

allow members to vote by proxy. Chairman Goodover replied yes,
if the absent member was going to vote the same as the person
he appointed as a proxy.

Dan Bucks from the Department of Revenue said the amendments
adopted April 9 cost $6 million this next biennium, which is
the top figure in the total column of Exhibit I attached
hereto.

Senator Elliott asked Mr. Bucks if it was clear in the bill
that any pre-1983 investment credit could be used. Mr. Bucks
said carryovers earned under prior law are already earned, and
this applies to any new carryover.

Senator Eck said we have been limiting how much this costs during
this fiscal year, and the impact will come next fiscal year.

An amendment to put in a cap of $5,000 on separate returns and
$10,000 on joint returns would be reasonable and would give us
something to start with when we come back.

A roll call vote was taken on Senator Elliott's motion to
amend. The motion passed 15-0. (The roll call vote sheet
is attached to the standing committee report and is marked
Exhibit J.)

Senator Towe moved the following amendment:

Page 7, line 6.
Following: "1982."

Insert: "Credits earned in taxable years prior to
taxable years beginning on January 1, 1983, are not
affected."

The motion was seconded.

Mr. Bucks stated that it was the view of the Department of
Revenue that a carryover earned under prior credits can still
be credited on individual and corporate income tax returns.

The basis is that revenue estimates they provided to the legis-
lature on HB 739 assume that no pending bills affect prior
carryovers.

Senator Mazurek asked if that would be the policy of the
Department. Mr. Bucks stated that that was his understanding.
He thought matters-.unclear from the Department were better
addressed by the legislature in the laws.

Senator Elliott asked if Senator Towe would include in his
motion that Cort be allowed to make the language in his motion
clearer, and Senator Towe agreed.

A vote was taken on Senator Towe's motion, and it passed
unanimously.
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Senator Elliott then moved that HB 739 BE CONCURRED IN AS
AMENDED. The motion was seconded.

Senator Hager stated that in accordance with the Joint Rules
of the Legislature, Rule 9-2, he was required to disclose

to the committee the fact that he had a personal or private
interest in HB 739. Senators McCallum and Elliott also made
that disclosure.

There was some discussion as to whether Senator Turnage's

votes by proxy, carried by Senator Goodover, should be allowed.
Some of the committee members felt it was a dangerous precedent
to set.

Senator McCallum said that Senator Halligan's motion, without
Senator Turnage's vote, would have been lost by a tie vote
anyway.

A roll call vote was taken on Senator Elliott's motion that
HB 739 BE CONCURRED IN AS AMENDED, and the motion passed 15-0.
(See Exhibit K, attached to the standing committee report.)

CONSIDERATION OF HOUSE BILL 740: Senator Elliott moved
that HB 740 be tabled. The motion was seconded. A roll call
vote was taken on the motion, and it passed 11-4 (Exhibit L).

CONSIDERATION OF HOUSE BILL 841: Senator Elliott moved that

HB 841 be tabled. The motion was seconded. He said tip income
will never show up on a W-2 unless an employee is working for

a large restaurant somewhere. Otherwise, a waitress only has
to report what she actually receives in tips regardless of what
the W-2 says. The IRS considers tips as income, which is a
logical assumption to make, and Montana should continue to

tax tips also.

Dan Bucks from the Department of Revenue said withholding can
be on tips reported, and a waitress can request her employer

to withhold on the basis of amounts reported as tips. If there
is no withholding for federal purposes, then there is none

on the state level.

Senator Towe said that, according to the Internal Revenue Code,
tips may be treated as supplemental income. If they keep track
of tips, they may get that money withheld refunded.

Senator Lynch said-that there were no opponents to the bill
at the hearing, and he resisted the motion. A roll call vote
was taken, and Senator Elliott's motion to table passed 9-6
(Exhibit M).

DISPOSITION OF HOUSE BILL 511: Senator Eck moved that all of
the stricken material from the beginning of the bill to page 2,
line 5, be reinserted. She felt the alcohol should be put back
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in the bill. The motion was seconded.

Senator Towe said in other words, restore what was section 1,
and Senator Eck replied affirmatively. Senator Lynch said
doing that would jeopardize the bill. Senator Towe said the
net effect of Senator Eck's motion would be to add $2.3 million
to the general fund.

A roll call vote was taken, and the motion failed, 4-11. (The
roll call vote sheet is attached to the standing committee
report and is marked Exhibit N.)

Senator Towe moved that HB 511 BE CONCURRED IN. The motion
was seconded. A roll call vote was taken, and the motion
passed unanimously. (The roll call vote sheet is attached to
the standing committee report and is marked Exhibit O.)

The meeting adjourned at 10:45 a.m.

Chalrman
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SENATE TAXATION COMMITTEE
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THE CIGARETTE TAX INCREASE

Why Should So Few Foot the Bill For So Luu,?

"H.B. 511, a bill which originally provided for an increase in
the state cigarette sales tax from 12¢ per pack to 15¢ per pack and
an increase in the state liquor sales tax, is now to be considered
by the Senate as the only method of funding the Long Range Building
Program. The Bill, as amended by the liquor interests in the House,

now provides for a single source of taxation --- an increase in the
cigarette sales tax from the present level of 12¢/pack to 16¢ per
pack --- an increase of 4¢ per package. The tax on liquor sales was

amended out by House action.

The increase in the cigarette sales tax is opposed for the fol-
lowing reasons:

(a) H.B. 511 provides for a 33 1/3% increase in a regressive
selective sales tax.

(b) H.B. 511 provides for a substantial increase in a tax
which is discriminatory in its application. 30% of Mon-
tanans are asked to provide facilities for 100% of Mon-
tanans. '

(c) H.B. 511 provides for a self-defeating increase in a
sales tax.

(d) H.B 511 adds an additional tax burden on a commodity on
which the Federal Government doubled the tax from 8¢ to
16¢ per pack effective in January of 1983.

(e) No relationship exists between the subject of this tax and
the facilities which are being constructed.

(f) It is questionable whether Montana can afford the building
program which this tax increase is designed to fund.

(g) Alternative methods exist to fund the Long Range Building
Program and thus an increase in the Cigarette Sales Tax
is not necessary.

(h) All, not a limited group, of Montanans should be asked to

provide funding for facilities that will be used by, or
for the benefit of, all Montanans.

(a) H.B. 511 provides for a 33 1/3% increase in a regressive select-

ive sales tax.

The present tax on a package of cigarettes is 12¢ per pack.
This is on top of the Federal Tax which, effective in January,
was raised from 8¢ to 16¢ per pack. Thus the present total
tax on a package of cigarettes in Montana is 28¢ per pack or
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$2.80 per carton. This is approximately 30% of the price of a
package of cigarettes.

The state tax raised $11,649,438 in the fiscal year ending
June 30, 1982. To this were added federal taxes in excess of
7.7 million dollars. The Federal tax collection will double to
approximately 15.4 million dollars in the fiscal year ending
June 30, 1982 if sales continue at the same level.

Cigarette tax revenue is produced by approximately 357% of
the state's population. It, the tax, falls most heavily on
those who are least able to pay. Since the percentage of in-
come devoted to buying cigarettes falls as income rises, Mon-
tana cigarette taxes are already levied at higher effective
rates on the poor than on the more affluent. An increase in
the current tax rate will only add to the tax burden on the
lower income groups and will contribute further to the over-all
regressivity of the Montana tax structure.

Almost 21% of Montana's families have an average buying in-
come of less than $8,000 per year. It is these families who
will suffer most from an increase in this sales tax.

A family at the below poverty level of $8,000 per year with
2 pack a day smokers pays over 4 times as much of its income in
cigarette taxes for the pleasure of smoking than does the more
affluent family making $35,000 per year.

For those elderly Montana citizens living on a fixed income
during this time of economic unrest, any increase in the Montana
cigarette tax may take away this last affordable pleasure.

Percent of Income Percent of Income
Paid in Cigarette Taxes Paid in Cigarette Taxes
Income (at current rate) (at proposed rate)
$ 3,000 6.8% 7.5%
5,000 4.1 4.5
8,000 2.6 2.8
10,000 2.0 2.3
15,000 1.4 1.5
25,000 0.8 0.9
35,000 0.6 0.6

Average household effective buying income in Montana is $21,173
a year. Under the current tax rate the average household with
two pack-a-day smokers is required to pay $204.40 in taxes a
year on cigarettes for the pleasure of smoking. T

There is no doubt that the cigarette tax is a sales tax.
It is a tax on each package of cigarettes sold in Montana.
Its regressivity is demonstrated by the foregoing information.
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H.B. 511 provides for a substantial increase in a tax which is

discriminatory in its application. 35% of Montana are asked

to previde facilities for 100% of Montanans.

The 201,900 residents of Montana who smoke cigarettes now
produce substantial tax revenues for the benefit of all Montanans.
This select group of Montana's adult population is already paying
more than its fair share of the cost of state government.

Thirty-five percent of Montana's adult population are funding
state government facilities used by all in Montana. Since the
tax, to a large extent, also flows over into the general fund,
this limited group of people are called upon now to provide ap-
proximately 2.8 percent of the state's total tax revenue. Those
supporting H. B. 511 seek to add to this discriminatroy burden
now laid upon the backs of this limited group of tax-payers.

There is no justification for requiring this limited group of
Montanans to be the sole source of funding for such projects as
the state prison, a Department of Natural Resources bu11d1ng, a
new greenhouse at Bozeman, an enlargement of the museum in Helena,
a flood dispursal project in Helena, a new building at Montana
Tech, or any other of the facilities covered by the projects
1n1t1a11y suggested in the long-range building proposals. All
Montanans will benefit from these projects. All Montanans should
be called upon to pay for them.

H.B. 511 provides for a self-defeating increase in a selective

sales tax.

If H. B. 511 passes the total tax, federal and state, on a
package of cigarettes will be 32¢ per pack. This will amount
to $3.20 per carton of cigarettes. The natural reaction will
be an effort on the part of many cigarette users to purchase
cigarettes from sources where the state tax is lower or where
no state tax applies.

The most obvious alternative source of cigarettes which are
not subject to state taxation are the ''smoke shops' on the numer-
ous Indian Reservations in Montana. Montanans can now save $1.20
per carton on cigarettes by purchasing them at these '"smoke shops
That saving would increase to $1.60 per carton if H. B. 511
passes. For instance, residents of Missoula could save $16.00
during a Sunday afternoon drive by driving to the Flathead:
Reservation and buying 10 cartons of cigarettes for themselves
and their neighbors. State cigarette tax officials estimate
that the state is losing nearly 1.5 million dollars to non-tax
sales at '"'smoke shops'' and on federal reservations such as
Malmstrom Air Force Base and Fort Harrison.

1)
.
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Other Montanans purchase cigarettes in surrounding states
where the tax levels, for the most part, are less than in Montana.

Tax date on Montana and surrounding states shows the follow-
ing with respect to comparative tax rates and levels of sales:

Cigarette Difference Tax-Paid Difference
State Tax Rate With Montana Per Capita With Montana

(¢/pack) (¢/pack) (in packs) (in packs)
Wyoming 8¢ -4.0¢ ' 157.7 +35.3
Idaho . 9.1 -2.9 111.5%* -10.9
North Dakota 12 e 126.8 + 4.4
South Dakota 15 +3.0 113.0 - 9.4
Montana 12 e 122.4  ———e-

Montana's cigarette tax rate is already higher than two of its
neighboring states (Idaho and Wyoming) and equal to one neighbor
(North Dakota) and three cents less than its other border state
(South Dakota).

Tax differentials, which mean price differentials, can induce
residents of one state, particularly in border areas, to cross
state lines to purchase cigarettes. When otherwise honest citi-
zens engage in casual bootlegging, it deprives the state of
cigarette tax revenue and hurts the legitimate businessmen of
the state who lose sales to other states.

Any increase in the tax in Montana will further widen the price
differentials with Idaho and Wyoming, eliminate the status quo
effect with North Dakota and may eliminate the advantage over
South Dakota.

Bootlegging of cigarettes, now a serious and severe problem
in large wurban areas such as New York and Chicago, is now spread-
ing into the West. This involves the sale of cigarette purchased
in such states as North Carolina where the state tax is 2¢ per
pack and transportation of these cigarettes to high tax states
for re-sale without the application of the other state tax. The
Advisory Commission on Intergovernmental Relations study 'on
bootlegging done in 1975 with revisions made by the Federal
Bureau of Alcohol, Tabacco and Firearms in 1979, estimated
that Montana was losing $100,000 per year to such tax evasion
at that time. It is reasonable to assume that such activity
has increased. Raising the tax burden in Montana will certainly
raise the level of cigarette bootlegging in this state.

An increase in the cigarette sales tax in Montana will only
serve to increase the level of untaxed sales. Thus, the tax in-
crease could well be self-defeating in its application.
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H. B. 511 adds an additional tax burden on a commodity on which
the Federal Government doubled the tax from 8¢ to 16¢ per pack

_effective in January of 1983.

In late 1982, Congress increased the Federal tax on cigarettes
from 8¢ to 16¢ per pack effective January 1, 1983. It is antici-
pated that this increase in the Federal tax will result in a 6%
reduction in sales nationally. In Montana cigarette sales were
already down approximately 5% in the first five months of this
fiscal year. An additional increase in the cigarette tax will
only serve to increase this decline in sales.

If H. B. 511 passes, cigarettes will have been subjected to
a total increase in Federal and State taxes from 20¢ per pack
to 32¢ per pack or an increase of 62.5%. Even the most punitive
of taxes have generally not reached such a one-time level of
increase.

No relationship exists between the subject of this tax and the

facilities which are being constructed.

Most selective taxes are levied on items which are related
to the use of the tax revenues. Thus, for instance, the gasoline
and diesel fuel tax is a "user" tax or fee and is so justified.
Gasoline is used to fuel and operate automobiles and trucks which,
in turn, wear away highways. Proceeds from the gasoline and diesel
fuel taxes are used to maintain and reconstruct highways. Thus,
there is a relationship between the item taxed and the use of
the resulting revenues. No such relationship exists between the
cigarette tax and the use of the revenues gained from the tax.

No relationship exists between the use of cigarettes and the
construction of prison facilities. No relationship exists between
the cigarette tax and the construction of additional art gallery
facilities. No such relationship exists between the construction
of a greenhouse at M.S.U. and the cigarette tax. No such relation-
ship exists with respect to a new Department of Natural Resources
building, a flood dispersal facility, new cottages at Pine Hills
School, or any of the other projects proposed in the long-range
building program. Perhaps if, for instance, the new greenhouse
at M.S.U. were to be used to conduct experiments designed to
foster new strains of tobacco or somehow benefit the tobacco
growing farmer, some relationship could be established. No
such relationship now exists.

There is no causal relationship between a tax on cigarettes
and the use of the revenues gained from the tax.
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It is questionable whether Montana can afford to support the

building proposed which this tax increase is designed to fund.

It is clear that the budget for the coming biennium is now
stretched to the nth degree. It is reasonable to assume the
same problem will face the Legislature in future years. Montanans
have recently demonstrated by their votes on school bond levies,
etc. that they are demanding more economy in state and local
government. Creating new facilities creates new costs and budget
requirements.

New buildings must be furnished. Expanded facilities in-
crease costs for utilities such as heat and lights. Maintenance
costs increase. Operational staffing is enlarged.

Cost increases associated with new projects don't stop when
construction is completed. It is only then when increased and
ongoing costs commence. The Legislature should make itself
fully aware of such cost factors before approving new projects.

Given the state of the economy and the mood of Montana
citizens concerning increased taxes and economy in government,
this is not the time for the state to embark on overly ambi-
tious building programs.

Alternative methods exist to fund the long-range building program

and thus, an increase in the cigarette sales tax is not necessary.

Several weeks ago, H. B. 448 was signed by the Governor.
That Bill changes bonding statutes and requirements in Montana.
One important provision of this new law which is now effective
provides that:

""No additional long-range building bonds may be issued under
Title 17, Chapter 5, Part 4."

From now on, all bonds will be general obligation bonds paid
out of the general fund. The "sinking fund" method of bonding
will no longer be used.

« H. B. 448 also provides a method to be followed for re-fund-
ing or re-financing bonded indebetedness. The Department of
Administration, anticipating passage of H. B. 448, has been
dealing with two investment banking houses toward the end of
re-funding present bonded indebtedness and adding additional
bonded indebtedness sufficient to fund whatever building pro-
gram is adopted by this session of the Legislature. Re-funding
existing bonds will result in freeing approximately $9,000,000
in cash reserves from the sinking fund account. $3,000,000 of
this will be returned to various state agencies and the remain-
ing $6,000,000 will be available for use as cash to pay for
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portions of any new building program or for use in debt services.

The decision to follow the re-funding plan rests with the
Board of Examiners. We believe that the Department of Adminis-
tration will recommend the adoption of one of the two bond re-
funding proposals after the Legislature has adjourned. Since
this action is contemplated by the Department, it seems logical
that the Legislature should be fully advised of this alternate
method of financing before action is taken on H.B. 511. The
use of this method of financing will have a marked effect on the
dollar amounts required by the state for new debt service.

All, not a limited group, of Montanans should be asked .to provide
funding for facilities that will be used by, or for the benefit

of, all Montanans.

The Cigarette tax now generates more money than is required
to fund existing debt service associated with the long-range
building bond program. The fiscal note for H.B. 511 anticipates
revenues of 11.3 million dollars from the present cigarette tax
for each year of the new biennium. Payments required for debt
service are 8.4 million dollars in fiscal year 1984 and 8.1
million dollars in fiscal year 1985. Excess monies are available
for additional debt service payments without raising the tax.
The excess amount is approximately 3.0 million dollars per
year which could be applied to retiring any additional bond
requirements. However, the proponents of H.B. 511 seek to
burden a limited group of people with an additional tex regard-
less of the fact that no need exists for such an increase for
debt service purposes.

Fair treatment and equity demands that all Montanans pay
for facilities that benefit all people in the State. It is

patently wrong to load the burden upon a small portion of
Montana's population.

Prepared and circulated by Jerome
Anderson and Otis Tucker Hill,
Registerea Lobbyists for the Tobacco
Institute.
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Iam Tom Maddox. For 21 years I have served as exechxﬁvedbee&%éﬁit%#—m:v
Montana Association of Tobacco and Candy Distributors. Irepresent the
wholesale tobacco distributors, who are licensed by the state of Montana
to prepay, administer and enforce the state cigarette tax. The Montana
wholesale distributors are the primary victims of such legislation as HB511.
Not the manufacturers, for whom Mr. Jerome Anderson speaks. The greater
the tax the greater the burden the government imposes upon the wholesale
distributor. He is the one whose capital is held hostage by the government.
Each month the Montana wholesale cigarette distributors must advance
2 million dollars in taxes. Before the wholesale distributor can offer
cigarettes for sale--one an extended credit basis---he must pay the federal
tax virtually on delivery of cigarettes — within a few days. and he must pay
the state tax before the cigarettes can be moved from his warehouse. He will be
paid by the retailers within a month if he’s lucky.

Some legislators have asked me to prepare a true fiscal note relating
to HB511. These requesté occurred after the revenue department research
person showed a ' lack of knowledge about the state-wholesale distributor
“partnership”. The department fiscal note stated that the revenue de-
partment collections come from the manufacturers---instead of from the
Montana cigarette wholesale distributor.

Our fiscal note on HB511 shows the impact on the wholesaler if 511
passes. Moreover, it shfows the impact 511 would have on Mbntana cigarette
consumers. Consumers would pay a total of more than 31 million dollars
in taxes, for the first effective year under 511. At 16 cents a pack federal

If ppas® s 607
tax, and /‘(1\6 cents' addi;@-bunder the HB511, the wholesalers’ capital would

be used by the state at the rate of more than 2 and a half million monthly.

-1 -



CIGARETTE MARKET TRENDS

Statistics published for the tobacco industry are based upon cigarettes
which are sold bearing federal and state sales taxes. Therefore, there
is a large volume of cigarettes which are sold through the black market,
or bootlegged, or sold on federal reservations. These include cigarettes
sold without state tax on Indian reservations, at military installations
such as those in Billings, near Cut Bank and at Malmstrom air force base,

and by concessionnaires at Veterans’ Hospitals at Helena and Miles City.

Statistics on cigarettes bearing state tax show a swieeéenties decline for
TN Monzans foR P eacy-At0 —
the fiscal year, ended June 30, 1982, compared with the year before.
M:/
as 9. 22 per cent. Cigaresettes in Montana with state tax prepaid continued

N~

to drop in sales for the second 6 months of 1982, at a rate of 4.67 per cent.
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Montana ﬂaaocmhon o,[
. Tobacco and Candy Distributors

1777 Le Grande Cannon Bivd., P.O. Box 12 3, Helena MT 59624 Telephone (406) 442-1582

Tom Maddox,
Executive Director

(By hand)

The Honorable Stan Stephens,
President of the Montana Senate,
Capitol,

Helena MT 59624

Dear Stan:

You asked for figures on the dollar impact on Montana consumers
of cigarettes if HB511 is passed by the Senate in its present form.

The figures and related conditions are attached.

The governor’s director of the budget and planning has been quoted
in the press as saying the governor has an alternative source for
funds to building more prison facilities if HB511 does not pass.

As you know, the reference was to HB448, which now has been
signed into law (March 22nd) by the governor. There are reported
to be financial institutions already expressing interest if the state
wishes to issue bonds under today’s more favorable terms for the
prison and other new construction proposed in the building program.

I hope that you will vote “no® on HB511.

I appreciate the opportunity to provide the statistics on cigarette sales
nationally and in Montana. Our source is “The Tax Burden on Tobacco,
Volume 17, 1982, % which also is used for reference by the Montana
Department of Revenue.

-

26 March 1983

Attachment:;



“ FISCAL NOTE ” ON HB511

Statistics re: HB511, proposed 35 pker cent increase in tax on sales of cigarettes ‘

Fiscal year ended June 30, 1982:

-
Federal tax was 8 cents a pack; 80 cents a carton) Totaltax : 20 cents a pack

Montana tax was 12 cents a pack; $1. 20 a carton ) $2.00 a carton

ONE cent of tax generated $970,750.00 from Montana cigarette consumers.
Thus, cigarette consumers in Montana paid a total tax of:

$19, 415, 000
(Montana state tax on cigarette sales amount to $11,649,000)

As of January 1, 1983, Congress increased the federal tax
by 100 per cent, to 16 cents a pack, or $1. 60 a carton

As the retail cost of cigarettes increased, the volume of taxed cigarettes declined
for January 1983 9.7 per cent, compared with January 1982, nationally.

For the seven month period July 1, 1982 through January 1983, taxed cigarettes
declined .04 per cent from the corresponding period of the year before.

For Montana for the seven months July 1, 1982 through January 31, 1983, sales

of taxed cigarette declined 3.74 per cent, compared with the corresponding period %
the year before.

The difference in decline for Montana, compared to national volume, may be
attributed in part to Montana already incurring a general loss in sales of taxed :
cigarettes over recent years, due to increasing sales of cigarettes without state tax
by Indians, and at military reservations and veterans’ hospitals.

If HB51l is enacted, bringing the state tax to match the federal 16 cents,
effective July 1, 1983, and if projected sales may be assumed as continuing

at the fiscal 1982 volume, In Montana cigarette consumers would pay in the ensuing
year:

At 16 cents a pack federal tax $15, 532, 000. 00
At 16 cents a pack Montana tax 15,532, 000. 00
Total tax . . . . . . . .. . . .. $31, 064, 000. 00

Additionally, other factors to be considered in a “fiscal” note:

Historically, losses in sales occur after such tax increases. The 35 per cent increas?g

in tax would of course yield more than before, but not 35 per cent more for the ensuin
year.

Some loss would occur as a result in consumers buying more cigarettes without state g
tax from Indians, military and veterans’ hospital sources and in neighboring states,

such as Wyoming with its 8 cent tax, Idaho with its 9. 1 cent tax, North Dakota w1th w;;
its 12 cents tax or Colorado with its 10 cents tax.

Based upon Department of Revenue estimates for its latest year of record (198 1),
and a 16 cent tax, Indian sales for the ensuing 10 years would mean a loss of state
tax of 18 million dollars. However, any higher state tax reasonably can be expected
to enhance the volume of recervatinn calec ~f ricnratta o




In the Montana legislature a majority of representatives has proposed
that BIG GOVERNMENT hit cigarette consumers with $31 million in sales
taxes.

The Montana Senate has an opportunity to correct part of the
highly discriminatory sales tax on cigarettes, and to choose one or
more alternatives.

If HB511 is passed by a majority of the Montana Senate, Montana
cigarette smokers will pay tax the first effective year totaling
$31,064,000 (m) or more!

If you can't believe it, get your pencil or calculator. Start with
the Department of Revenue statistics for the latest official year
ended June 30, 1982. At that time the state sales tax was 12 cents a
pack of cigarettes and the federal tax was 8 cents a pack, for a total
tax on a purchase of a pack of cigarettes of 20 cents. Thus, Montana
cigarette consumers paid BIG GOVERNMENT a total of $19,415,000 (m) for
1982.

As of January 1, 1983, the U. S. Congress increased the federal
cigarette tax 100%. A majority of the House of Representatives in Helena
has voted to increase the state cigarette sales tax by 35% -- to the

same sales tax figure as the federal tax: 16 cents, effective July 1,

1983.

This is the way it éomputes:
One cent sales tax a pack on Montana smokers in 1982 yielded § 970,750.00.
If 26 or more Montana Senators vote for HB511, Montana cigarette users

will be assessed a combined state-federal tax of 32 cents a pack. If 1982

sales volume continues, cigarette consumers in Montana will pay in the

first effective year of the combined taxes a total of $31,064,000.00 (m).



If estimates of cigarette smokers are accepted at roughly one-third

o
A
of the adult Montana population, this underscores the discrimination -
on about 233,000 taxpayers. 2

Many intelligent, knowledgeable legislators say there's no need for

more sales taxes. These legislators say there are alternative resources

to care for more prisoners; build a greenhouse for Montana State

University, or construct more government administrative or education

buildings. %
When the governor and his House majority '"'sold" their budget, they .
referred to millions of dollars, even a billion state-federal dollars, 2
to impress Montana taxpayers with the need. The minority saw a .
$40 million lower budget. The news media tosses out such references %
for public consumption as '"millions'" change from day to day. ’
L

Although the governor said he doesn't want more general tax nor more
sales tax, he asked for support of HB511 with its original proposal for

$2.9 million more sales taxes. Then the House boosted this levy to

$3.9 million.

When House sponsors were '"'selling' HB511, they sold it as just costing

taxpayers a few more pennies. At first they asked for just 3 cents more.
Now HB511 has been '"'sold" to the House majority as only 4 cents more sales |

tax. The news media so far has gone along with this just-a-few-pennies

v

more and the rest -- '"after all, only one out of‘3 Montanans will be
paying this tax. )
Some knowledgeable legislators believe there is no honest need
for more taxes; no need for more sales tax on a select few people.
Just some of the alternatives include, but are not limited to, the
following: i
1. The state has collected and holds on to millions of dollars from ‘%
coal taxes. Their investment generates more millions. This coal tax is i

dedicated for emergencies and today's emergency is need for a prison. = !
-2 - i
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Representatives Robert Ellerd and Carl Seifert has offered HB18 as an
. opportunity to use $14 million or more necessary for more prison
facilities from the coal tax cache as an emergency measure.

2. The governor's budget director was quoted by news media as saying
that if HB511 does not pass, the governor has another way to go.
No further details were provided by news media, although this should be
of interest to all taxpayers.

On March 22, Governor Ted Schwinden signed into law HB448, providing
a viable alternative to prison and other government-education building
needs. HB448 is a fresh concept as a revenue source which allows all
taxpayers to fairly shoulder the burden of providing state building needs.
No longer would the state be dependent upon tobacco consumers' sales
taxes for construction of government buildings (wherein many sections
are ''no smoking'" areas).

HB448 now gives the state opportunity to refinance outstanding bonds,
obtain instant millions of dollars for buildings, at today's lower terms.

3. HB915 by Speaker Daniel Kemmis proposes an increase of "just a few
more dollars" for averageﬂincome taxpayers. Opponents of a general
sales tax prefer personal income tax as fair as a tax can bef

4. HB917, by Represéntatives Ellerd and Harrison Fagg, proposes what
may be an unique combination of trading a general sales tax for the
individual's real property tax; moreover, affording citizens opportunity
to go to the polls to make a collective choice.

5. Some legislators believe there exists the best alternative of all:
that prudent government ﬁanagement of existing revenue resources will
prove that there 1is no need for more selective sales tax as in HBS511,
nor need for any other tax increaée.

Under this subject is a tax loophole that government has failed to
correct: Loss of state taxes on cigarette sales by Indians. The House
Taxation Committee was informed that if HB511 is enacted, a loss of

$20 million dollars will occur in the ensuing 10 years.



- 4 - ‘ }
This projection is based upon Montana Department of Revenue figures
for the past 10 years since Indians began selling cigarettes without
the state tax. For the latest tax year of record, the department
estimated the state tax loss on Indians' taxless cigarette sales at
$1.3 million ---and no one has figures on the loss of untaxed
cigarettes being bootlegged onto reservations. Nor has the state

calculated similar losses on cigarette sales on military and federal

hospital reservations.



CIGARETTE TAX RATE AND TAX-PAID REB

SENATE TAAA T Chnmiir )

12¢
122.4 pks

NORTH DAKOTA \
vee /9
126.8 pks
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8¢
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15¢
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TOP FIGURE: RATE PER PACK AS OF JANUARY 1, 1983
BOTTOM FIGURE: TAX PAID PER CAPITA SALES AS OF JUNE 30, 1982
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Park Avenue Plaza

’ The First Boston Corporation \ — RN \
y . e ne _ . .
New York, New York 10055 e CAN R A N Ny A N e

Telephone: 212/909-2000 . \ ] .
SENATE TAXATION COMMITTEE 1@ ve "T\,\ C TN TN e s
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Hon. Morris Brusett LT T R A el
Director ' \
Department of Administration C o E vl e NN e
State of Montana —
.Room 155, Sam W. Mitchell Buildiang TN G C o \\ﬂ 5;_\ \\
Helena, Montana ////
SEs rov ~>~ﬁ‘

T is: ’

Dear Morris — .

~ N
Pursuant to your request, we have updated our refunding analysis to ) ”“i;;7/
reflect (i) your department's comments, (i1i) certain changed assumptions,
and (i11) developments in the tax-exempt market. The enclosed materials
are intended to replace our presentation dated February 10, 1983. Imn all
of the analysis provided here, we have assumed that it will be possible
for the State to recapture issuance costs pursuant to the results of the
State of Washington case.

We believe the State will achieve five important objectives with the
implementation of an advance refunding.

e A reduction of debt service in present value terms
when a comparison 1s made between existing debt
gervice and that which would be due on a new refunding
issue. ($115,107)

e Piscal 1983 budget relief which would result from the
deferral of certain debt service payments,
($5,279,006)

® The release of certain reserve funds currently
required to be maintained under the indentures
associated with existing bonds. (approximately
$9,000,000)

e Leveling out the State's General Obligation debt
service to facilitate future financial and budgetary
planning. .

o A reduction of debt service in present value terms
when a comparison is made between doing a stand alone
$40 million new general obligation issue and a $40
million issue done in conjunction with the refunding
1ssue but completed at a later date. ($1,766,264)



It is important to note that the last item referenced above is one
that will require extensive review by bond counsel. The tax issues
associated with the implementation of a combined program of
refunding and new money 1lssuance are quite complex. In respomnse to
your request, we have analyzed the impact of doing a refunding
without the deferral of the May 1, 1983 debt service payment. The
results of that analysis appear behind Schedule IV.

We are pleased to be continuing our dialogue concerning the
development of a well-structured program of generazl obligation bond
issuance for the State. Please do not hesitate to call on us if we
can provide any additional information concerning any of the issues
addressed in this brochure or any other matters relating to the
tax-exempt market. Please refer any questions concerning this
analysis to Shelby Chodos at (212) 909-2943, Tom Jacobs at (212)
909-2827, or either of us at the numbers provided below.

Best regards.

Very truly yours,

a nees

Henry Lanier nathan Plutzik
Vice President Vice President
(212) 909-2887 (212) 909-2823

cc: Dave Ashley
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Refunding Analysis
~ Prepared for the
State of Montana

SChedule I eeeecese Statistical Summary

SChEdUle I1 ecvccee AnalYSiS of _Refunding
without Issue for
New Money

-Existing Debt Service
-Proposed Refunding
Issue Debt Service
-Calculation of Debt
Service Savings
-Escrow Cash Flow, Yield,
and Proposed Sources and
Uses of Funds

Schedule III +cee.s Analysis of Refunding
and $40 million New

Money Issue

-Existing Debt Service
Combined with
$40 million New Money
Issue Debt Service
-Debt Service on
Proposed Combination
of New Money and
Refunding Issues
-Calculation of Debt
Service Savings
—Escrow Cash Flow, Yield,
and Proposed Sources and
Uses of Funds

Schedule IV eeeeses Analysis of Refunding Net
Including Payments Due
May 1, 1983

-Existing Debt Service

-Proposed Refunding Issue
Debt Service

=Calculation of Debt
Service Savings

-Escrow Casht Flow, Yield,
and Proposed Sources and
Uses of Funds



SENATE TAX

>AEJN COMMITTEE

EXHIBIT

1987

L

S5/1

b-80L'€V8°20TS

P8°£59'8ZE’E0TS

a\ fk\“wﬁr

-

s 2%6¢ £ o

B

>

Bz yCY G0ZBOTS ZL'S9L 692729 $

L9°80L'TT8 %0TS

m\ws\rs\w A

VET S 0y

Q.

.\ >

00°0719'GET'061S

ST 9V¥8E6LI0TS $T°989'BTE ETITS

7G°889'SE6GYS

8
I Ad

00°09T’'GLY E€6S sTRIOL

00°529°L09‘¢t §
00°6GZ66%°CTS
00°0E6E0G'ETS
06°LT9'6TS’ETS
00°GDG'6SS'ETS
0G°2ZFZ’809°ETS
06°2¢8°029'¢c1$
05°765°29S°¢C1$
06 CZPZ'V0S‘ETS
0S°Z6EESYETS
0S LIE’LOY'ETS
0G°L96°C9E'ETS
0G°L96°91E°ETS

ITWIT
Tenuuy wug g1$
:€ uciido
9DTAIDS
3gqeq’ 1e3ol

|
. *.hmv.wmm.mwam 00°sot’cBY’ILTS
'

oo°ovv‘seL’'e §
00°0¥L TI00‘ETS
00°0ZL'P00‘ETS
00°0Z6°TIT0'ETS
00°0Z£'TSO‘ETS
00°0TE‘S60°ETS
00 0ZS LOT'ETS
00°SVYO‘00T’ETS
00°58E‘GT0‘ETS
00°568°296°C1$
00°0Z6'v16°2TS
00°0L9%°898°21$
00°068'0E8B’'ZTS
00°025°68L°2T$

ITUTT
Tenuuy wWwgis
:7 uotido
2014135

3gaq (R3O0l

00°058‘806 $
00*or6’TSE’9 $
00°szL'0SE’9 $
00°68L°25€°9 $
00°0v3°€SE’'Y $
00°06%Y°6L£°9 $
00°0€S’S70°L §
00°08¥'6VT°0TS
00°S5Z°¥16'6 &
00°66¥'959013
00°50€£°L58°01$
00 STV 'vLO'TTS
00°S1Z°99% 1S
00°SPL’069°TTS
00°G0Z‘1I¥8 ' TTS
00°GE£9°S0T TTS
00°STE’'E€61°21S
00°586'86%°21$
00°566°558°218
00°SV9'LOT‘ETS

ITuTT 3994
POUTQWO)
:1 uorado
2801AIB3%

3q9q 1e30L

—emmmc————~ SBATIRUIBITY JO uOSTICAWOD —--eme—e ————

RURIUON 3JO 23038
sangs] G burystxa sald
1Qag 12431 1edx 0T
03 suor3ido £ 3o uosyiredwo)

00°009°€€5"T
00°6Z0°925°1
00°629'189°1
06°LS0°vL9"'T
06°L80°189°1
0G"LET LLY’'T
0S°L61°T89'1
00°01v’'Zs€E’9
00°SZE‘8BYE’Y
00 0Ty 05€’9
00°0Z2/LbE’9
00°599'ts€’9
0s°zZ0T'vLE’9
06°L91'120°L
00'OPL'VPT'OTS
00°569°268°6 $
00°S25'965°01$
05'76S'CTYL 0TS
06°L6C LT6°0TS
05 TPL EEE'TTS
05°C68°v09°11$
06°290°108°1T1$
SLTE9E’SOT'TTS
§2°906°0€2'218
ST 96¥'6LSZTS
00°01V 9L6'TTS
05°Z86'G9Z €1

L7 R Y RV RV T T R R T R TR, o i o R g

90TAIDS
3gag Te3I0L

00°009°€£6’1
00°620°92ZS°1
00°529'189'T
0S°LS0°¥L9'1
0S°L80°189'T
06 LET LL9'T
0G6°£6T1°289'T
00 0TL’L89’T
00°G6¥°C89‘T
00°5¥0°€89°T
00°59%‘6L9°T
00°69€£°289'1
05°7s8’90L'1
06°L19°16€°2
00°0bT CLY’S
00°S8€'81Z’S
00°G€0‘%Z6°S
06°722'690°9
0S°LTIT 6£T°9
05°CT¥‘959'9
05°752'8269
0S°ZET'¥TT’L
SLTEVE'9ZY L
6T7°986°2Z5S°L
ST°9v8’'868 L
00°066°%6Z‘8
05°Zv6'%85’8
S3NSST §

801A1DS
3g9a burastxg

POV BLNNNNNONONNVNNUY

00°00L P99’V
00°0€£8'699'Y
00°GLE'L99'Y
00°GSL'L99'¥
00°00€E‘0L9"Y
00°0SE’L99'¥
00°056°699°Y%
00°009‘2L9’Y
00°0TE“¥L9’Y
00°06F‘ZLS Y
00°0LE'EL3'Y
00°08T"8L9°Y
00°0EE*LLY'Y
00°0v9°'9.9°V
00°0€6°'9.9'¥
00°020'6L9°Y
00°0ZE'BLY'Y
00°059°'089‘Y
00°0C¥‘T189°Y
c0'0v0’189'Y

VLRV ne

I3A3T 1€3K 02
WwE §$~-90TAIDS
399Q 1e30L
anssy €861

0102
6002
8002
L002
9002
500¢
¥00¢
€002
Zooe
1002
0coz
6661
866T
L66T
9661
S66T
v66T
€66T
TE6T
1661
0661
6961
8861
L86T
9661
S66T
F86T

0€/9
butpug
Ie9X



SENATE TAZATION COMMITTEE
LXOIBIT T

APRIL 11, 1983

Y|

ESTIMATED INVESTMENT CREDIT CLAIMS
AT S7 OF FFDERAT. CREDIT
(A1l Numbers in Millions of Dollars)

5% Investment Credit With $500 Cap

$ $ $

FY84 FY85 Total
Individual Claims 1.624 1.705
Carryover (from prior year) .550 .550
Total 2.174 2.255
Corporate Claims 427 448
Carryover (prior years) .350 .350
Total 777 .798

TOTAL 2.951 3.053 6.004

5% Tnvestment Credit $500 Cap Plus Carryover/Carryback

$ $ $
FY84 FY85 Total
Individual Claims 1.624 1.705
Carrvover .550 - .565
Carryback Refunds .070 .072
Total . 2.244 2.342
Corporate Claims 427 448
Carrvover .350 .372
Carryback Refund .157 .165
Total .934 . 9R5
TOTAL 3.178 3.327 6.505
5% Investment Credit C $5,000 Limit + 50% Tax Liability
$ $ &
FY84 FY85 Total -
Individual Claims 1.678 1.761 o
Carrvover .550 .557 !
Carryback .051 .053
Total 2.279 2.371
Corporate Claims .673 .706
Carryover .350 .367
Carryback , .125 .132
Total 1.148 1.205

TOTAL 3.427 3.576 7.003



: - STANDING COMMITTEE REPORT

.................. April 11 o o....19..83
MR. ... PRESIDENT . ..
W.e, your commitfee on taxatian ........................................................................................................................
having had under consideration OO UUTRURTORUTURUUROOUOVROUPORRT - L= 1 ¢ ¢ : 1~ S Bill No....739.....
_ Keanan (Elli_Ott) . A

1 ' Respectfully report as folIows B 1 1 O ST SRRk o

' third reading copy, as follows:

i. Page 1, line 25,

~ Pollowing: 1line 24 ‘

- Inserti -“"However, :-rehabilitation costs as set forth under- S
section 46(a) {2) (F) of the Internal Revenue Code of 1954, or as
section 46({a) (2) (F) may be renumbered or amended, are not to be
incln&ed in the computation of the investment credit.”

2. ?aqe 2, line 4.

Following: 1line 3

Strike: line 4

‘Renumber: subsequent subsection

3. Page 2, line 10.-
= Following: "4a} 368"
ﬂfStrike'én'zot“a*‘ R
EInsertr”‘“g“T

(CQntinued on page 2)

...................................................................................................

STATE PUB. CO. ] Chairman.
Helena, Mont,



House Bill 73%
Page 2 of 4

R Aprdl 11 o 19..83

4. Page 5, line S.

Pollowing: 1line 4 v

Insert: “However, rehabilitation costs as set forth under
section 46(a) (2) (F) of the Internal Revenue Code of 1954, or as
section 46(a) (2) (F) may be renumbered or amended, are not to be
included in the computation of the investment credit.®

5. Page 5, line 9.

Pollowing: 1linas 8

Strike: 1line 9

Renumber: subsequent subsection

6. Page 5, line 14.
Following: "4aj) 30%"
Strike: "20%"
Insert: "S§¥

7. Page 6, line 24.

Following: 1line 23

Insert: "Section 3, Section 15-30-162, MCA, is amended to read:

*15-30-162., Investment credit. (1) There igs allowed as a

credit against the tax imposed by 15~30-103 a percentage of
the credit allowed with respect ° to certain depreciable
property under section 38 cof the Internal Revenue Code of
1954, ae amended, or as section 38 may be renumbered or
amended.

(2) The amount of the credit allowed for the taxable
year is the sum of: _

(a) 36% 208 of the amount of credit deternined
under section 46(a)({2) of the Internal Revenue Code of 1954,
as amended, or asg section 46(a){2) may be renumbered or
amended; - '

(b) the investment credit carryovers carried to the
taxable year as provided in subsection (4); and : o
~ {c) . the investment cradit carrvbacks carried to the

taxable year as provided for in subsection (4).

(3) DMNotwithstanding the provisions of subsection (2},
the investment credit allowed for the taxable year may not
exceed the taxpayer's tax liability for the taxable year. In
the event the taxpayer's tax liability for the taxable year
exceeds $5,000, the investment credit may not exceed $5,000
plus 56% of the tax liability in excess of $5,000. In the .
case of a husband and wife who file separate returns, the
investment credit may not exceed $2,500 plus 50% of the tax
liability in excess of $2,500 unless the spouse of the
taxpayer has no' qualified investment for and no unused
credit carryback or carryover to the taxable year of the -
spouse that ends with or within the taxpayer's taxable year.

(Conqinued on page 3)

STATE PUB.CO. . ‘ : Chairman.
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House Bill 7239
Page 3 of 4

April 11 . 19 83

(4) If any part of the investment credit is not °

applied against the tax liability for the taxable vyear
because of the limitations imposed under subsection (3), the
unused portion shall be carried back and carrled forward in
accordance with the provisions of section 46(b) of the
Internal Revenue Code. of 1954, ag amended, or as section
46 (b) may be renumberad or amended.

{S) The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954, as amended, or as section 47
may be renumbered or amended. Bowever, rehabilitation costs as
set forth under section 46(a) (2) (F) of the Internal Revenue

Code of 1954, or as section 46la) (2) (F) may be renumbered oOr

anended, are not to be included in the computation of the
investnent credit. The credit is allowed for the purchase and
installation of certain qualified property defined by section
38 of tha Internal Revenue Code oOf 1954, as amended, if the
property meets all of the following qualifications:.

{a) it was placed in service in HMontana; and

{b) it was used for the production of Hontana income.

Section 4. Section 15-31~123, MCA, {8 amended to read:

*15-31~123. Investment credit. (1) The purpose of this
section i3 to allow small businesses to take an investment
cradit as provided for in subsection (3) and to stimnlate—
capital investment by the small business sector.

(2) Por the purposes of this section, *small business'
means a business that is-eldigible--ro-elect-te-be-taxed-under
the~provi-sions--of «15~31-202 7~whether--or ~not--sach--electton~ia
mader does not have:

: a) more than 10 shareholders;
b) a person who is not an individual {(other than an
estate or other "than a trust described in 15-31-207) as a
shareholder;
. {e) a nonrasident alien as a shareholder; and

{d) more than one class of stock.

{3) There is allowed as a credit against the taxes
imposed by 15-31-101, 15-31-121, and 15-31-~122 a percentage of
the credit allowed with respect to certain depreciable
property under section 38 of the Internal Revsnue Code of
1954, as amended, or as section 38 may be renumbered or
amended. However, rehabilitation costs as set forth under
gection 46(a) (2) {(F}) of the Internal Revenue Code of 1954, or as
saction 46f{a) (2) {(F) may be renumbered or amended, are not to be
inciuded in the computation of the investment credit. The
credit is allowed for the purchase and installation of certain
qualified property defined by section 38 of the Internal
Revenue Code of 1954, as amended, i1f the property meets all oOf
the following qualifications: , _

{Continued on page 4)
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“House Bill 739
Page 4 of 4

| L April 11 . 83

{a) it was placed in service in Montanaj; and

{(b) it was used for the production of Montana income."

{§) The amount of the credit allowed for the taxable

year is the sum of: - o

;- (a) 36% 20% of the amount of credit determined

" under section 46(a) {2} of the Internal Revenue Code of 1954,
as amended, or as section d46(a)(2) may be renumbered or
amended; -

{(b) the investment credit carryovers carried to the
taxable year as provided in subsection {6}; and

{c} the investment credit carrybacks carried to the
taxable year as provided for in subsection (6). :

(5) MNotwithstanding the provisions of subsection _ (4},
the investment credit allowed for the taxable year may not
exceed the taxpayer's tax liability for the taxable year. In
the event the taxpayer's tax liability for the taxable year
exceeds $5,000, the investment credit may not exceed $5,000
plus 50% of the tax liability in excess of $5,000.

(6) If any part of ¢the investment credit is not
applied against the  tax 1liability for the taxable year
because of the limitations imposed under subsection (5), the
unused portion shall be carried back and carried forward in
accordancea with the provisions of section 46(b) of the
Internal Revenua Code Of 1954, as amended, or as section
46 (b) may be renumbered or amended. '

(7) The investment credit allowed by this section is
subject to_recapture as provided for in section 47 of the

- Internal Revenue Code of 1954, as amended, or as section 47
may be renumbered or amended."” -
Renumber: subsequent sections

8. Page 7,' line 4.
Following: ‘Applicability.
Insert: "(1}°

9. Page 7, line 6. - B
Following: *1982* 5 Y
Insert: “and before January 1, 1985. Sections 3 and 4 are
applicable to taxable years beginning after December 31, 1984.
{2) The carryover of credits earned under 15~30 162 or
15~3i—123 prior to January 1, 1983 are not affected by this
act. \ _

 And, as so amended’ o ' *\\
BE CONCURRED IN | |

STATE PUB. CO. » : Pat M. Gooaover Chairman.
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Date April I, 1983

SENATE TAXATION COMMITTEE

EXHIBIT

PRIL 11, 1983

ROLL CALL VOTéHB Zzi

TAXATION

House  Bill No._ /737 rmire

8

SENATOR

GOODOVER, CHAIRMAN

SENATOR

McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

NANARARNANA

SENATOR

TOWE

d

SENATOR

MAZUREK

\

Secretary:

Motion:

Barbara J. Effing

Chairman: Pat M.

Goodover

p/gyzgablk/ (>QQW7}£Q&Q§é9 (é§,/77%'favAﬁf,/

Chede c%m I Ae A[MLML;ZLMC‘;L,B

(include enough information on motion—put with yellow copy of
camittee report.)
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SENATE TAXATION COM&ILTEE& ‘
EXUIBIT _J
APRIL ll, 1983

ROLL CALL VOTE {3 Q&??

SENATE COMMITTEE TAXATION

Date April ” , 1983 House Bill No. ‘\7 Zl Time [):/2’

SENATOR GOODOVER, CHAIRMAN

SENATOR McCALLUM, VICE CHAIRMAN

SENATOR BROWN

SENATOR CRIPPEN

SENATOR ELLIOTT

SENATOR GAGE

SENATOR TURNAGE

SENATOR SEVERSON

SENATOR HAGER

SENATOR ECK

SENATOR HALLIGAN

SENATOR LYNCH

SENATOR NORMAN

A LA A

SENATOR TOWE

AN

N

A\

SENATOR MAZUREK

Secretary: Barbara J. Effing Chairman:  Pat M. Goodover
Motion: *

R ’ : -

(include enough information on motion—put with yellow copy of
camittee report.)



SENATE COMMITTEE

bate April/[ . 1983

ROLL CALL VOTE. .

TAXATION

House

SENATOR

GOODOVER, CHAIRMAN

SENATOR

McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

SENATOR

TOWE

SENATOR

MAZUREK

AN SANAENAN :

Secretary-

Motion:

Barbara J. Effing

Chairman:

Pat M. Goodover

CL gt 5 vtiord) ot 239

Z% /m[n//ﬂﬂaﬁ/ &d@o Wzg

(include enough information on motion—put with yellow copy of
camittee report.)



SENATE COMMITTEE

SENATE TAXATION COMMITTEE
EXHIBIT

APRIL 11, 1983

ROLL CALL VOTE HB 4n

TAXATION

Date é%;yt /, , 1983

W Bill No. Z ( rime )0 Z(

SENATOR

GOODOVER, CHAIRMAN

SENATOR

McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE///

SENATOR

i

SEVERSON

SENATOR

HAGER

NAGIATAYANAYASAY

SENATOR

ECK

SENATOR

HALLIGAN

\

SENATOR

LYNCH

SENATOR

NORMAN

SENATOR

TOWE

1=
v
v

SENATOR

MAZUREK

/

Secretary°

Motnm1

Barbara J. Effing

Chairman: Pat M. Goodover

(include enough information on motion—put with yellow copy of
camittee report.)



SENATE COMMITTEE

SENATE TAXATION COMMITTEE
EXHIBIT

APRIL 11, 1383

ROLL CALL VOTE yp 244

TAXATION

rine 1 3Y

Date_ QID/JH, 1983

Wmll No. X(//

SENATOR

GOODOVER,

CHAIRMAN

SENATOR

McCALLUM,

VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

SNV SRR

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

SENATOR

TOWE

SENATOR

MAZUREK

ANAVNAANAN

Secretary+

Motion:

Barbara J. Effing

Chairman: Pat M. Goodover

Dl ittt i oLl

(include enough information on motiom—put with yellow copy of
camittee report.)
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STANDING COMMITTEE REPORT

AN

having had UNEr CONSIAEIATION ..u.vvreereerriesseseseesessaesaessesssssessesasssessansessssesssssesstsssasssessassassaness House . 8ill No....211 ..

~ Bardanouve {orman)

- Respectfully report as fOloWS: THatu.wu.urucussirsessmsmssssesssasssssssssssssssessississsssessessssssss cevesrensiianssseernnnenns Bl NOLLEIIT o

& pE CONCURRED -IN

STATE PUB. CO.
Helena, Mont.

e
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i

Paﬁ M. | Goodover Chairman.
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SEFNATE TAXATION COMMITTEE

'y .

APRIL 11, 1933
ROLL CALL VOTE g

TAXATION

/0 YA

Date /[hA ": 1983
o

%l&XLQL/%iLlNO. 5/  rire

SENATOR GOODOVER, CHAIRMAN

SENATOR McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

X 'Y\"k\ NEANANL ‘i Y&

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

AN

SENATOR

TOWE

e

SENATOR

MAZUREK

v

Secretary: Barbara J. Effing Chairman: Pat M. Goodover

Motion:

552Aé4:\/47yz»%f225l/ %5\/lz4/71;u54//“

(include enough information on motion—put with yellow copy of
camittee report.)



SENATE TAXATION COMMITTEE

. O
APRIL 11,

ROLL CALL VOTE HB _.//

1983

SENATE COMMITTEE TAXATION

Date @ml‘ » 1983 ﬁ'g“gg ) _Bill No. %/[/ AZ L/0

SENATOR GOODOVER, CHAIRMAN

. SENATOR McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

SENATOR

TOWE

SENATOR

MAZUREK

SUS SRS RTINS

Secretary-

Motion:

Barbara J. Effing

Chairman:

Pat M.

Goodover

~Trwee

el il 51 L picnned 2o,

(include enough information on motion—put with yellow copy of
camnittee report.)





